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Registration No : 202001036243 (1392564-D)

12, ACCOUNTANTS' REPORT (cont'd)

&sECovIS:
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201404001750 (LLPDO03185-LCA) & (AF 001825) Phone: +603 7981 1799

Chartered Accountanits. Kuala Lumpur, Malaysia
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THE BOARD OF DIRECTORS

Yew Lee Pacific Group Berhad
No. 18, Jalan Johan 2/1

Kawasan Perindustrian Pengkalan il
31550 Pusing, Perak

MalaySla' Kuala Lumpur, 26 April 2022

Dear Sirs,

REPORTING ACCOUNTANTS’ OPINION ON THE COMBINED FINANCIAL STATEMENTS
CONTAINED IN THE ACCOUNTANTS’ REPORT OF YEW LEE PACIFIC GROUP BERHAD
(THE “COMPANY”)

Opinion

We have audited the combined financial statements of the combining entities of Yew Lee
Pacific Group Berhad (collectively referred to as “the Group™}, which comprises the combined
statements of financial position of the Group as at 31 December 2018, 31 December 2019,
31 December 2020 and 31 December 2021 of the Group, and the cembined statements of
profit or loss and other comprehensive income, combined statements of changes in equity
and combined statements of cash flows of the Group for the financial years ended 31
December 2018, 31 December 2019, 31 December 2020 and 31 December 2021, and notes
to the combined financial statements, including a summary of significant accounting policies,
as set out in this report.

The combined financial statements of the Group have been prepared solely for inclusion in
the prospectus of the Company (the "Prospectus”™ in connection with the listing of and
quotation for the entire ordinary shares of the Company on the ACE Market of Bursa Malaysia
Securities Berhad (the “Listing”). This report is required by the Prospectus Guidelines issued
by the Securities Commission Malaysia and is given for the purpose of complying with Chapter
10 of the Prospectus Guidelines and for no other purpose.

In our opinion, the accompanying combined financial statements give a true and fair view of
the combined financial position of the Group as at 31 December 2018, 31 December 2019,
31 December 2020 and 31 December 2021, and of their combined financial performance and
combined cash flows for the financial years ended 31 December 2018, 31 December 2019,
31 December 2020 and 31 December 2021 in accordance with Malaysian Financial Reporting
Standards (“MFRS") and International Financial Reporting Standards (“IFRS”).

Basis for Opinion

We conducted our audit in accordance with approved standards ¢on auditing in Malaysia and
international Standards on Auditing. Gur responsibilities under those standards are further
described in the Reporting Accountants' Responsibilities for the Audit of the Combined
Financial Statements section of our report. VWe believe that the audit evidence we have
obtained is sufficient and appropriate {o provide a basis for our opinion.

ECOVIS MALAYSIA PLT 201404001750 (LLPOO03185-LCA) & AF 001825 Chartered Accountants, No 9-3, Jalan 109F Plaza Danau 2. Taman Danau Desa.
58100 Kuala Lumpur, Malaysia Phone; +60(3) 7981 1799 Fax: +60(3) 79804796 E.Mail: kuala-lumpur@ecovis com.my

A member of ECOVIS International, a network of tax advisors, accouniants, auditors and lawyers operating in more than 60 countries across 6 continents

ECOVIS International is a Swiss association. Each Member Firm is an independent legal entity in its own country and is only liable for i1s own acts or omissions,
not those of any other entity. ECOVIS MALAYSIA PLT is a Malaysian member firm of ECOVIS International.
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Registration No : 202001036243 (1392564-D)

12, ACCOUNTANTS' REPORT (cont'd)

& a :
g ECOVIS
Independence and Other Ethical Responsibilities

We are independent of the Group in accordance with the By-Laws {on Professional Ethics,
Conduct and Practice) of the Malaysian Institute of Accountants ("By-Laws”) and the
international Ethics Standards Board for Accountants’ Internaticnal Code of Ethics for
Professional Accountants (including Infernational Independence Standards} ("IESBA Code™,
and we have fulfilled our other ethical responsibilities in accordance with the By-Laws and the
[ESBA Code.

Directors’ Responsibilities for the Combined Financial Staterents

The Directors of the Company (“Direciors”) are responsible for the preparation of the combined
financiai statements of the Group that give a true and fair view in accordance with MFRS and
[FRS. The Directors are also responsible for such internal control as the Directors determine
is necessary to enable the preparation of combined financial statements of the Group that are
free from material misstatement, whether due to fraud or error.

In preparing the combined financial statements of the Group, the Directors are responsible for
assessing the Group’s ability to continue as a going concern, disclesing, as applicable, matters
related 10 going concern and using the going concern basis of accounting unless the Directors
either intend to liquidate the Group or to cease operations, or have no realistic alternative but
to do so.

Reporting Accountants’ Responsibilities for the Audit of the Combined Financial Statements

Cur cbjectives are to obtain reasonable assurance about whether the combined financial
statements of the Group as a whole are free from material misstatement, whether due to fraud
or error, and to issue a report that includes our opinien. Reasonable assurance is a high level
of assurance, but is not a guarantee that an audit conducted in accordance with the approved
standards on auditing in Malaysia and International Standards on Auditing wili always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on basis of these combined financial
statements.

As part of an audit in accordance with approved standards on auditing in Malaysia and
nternational Standards on Auditing, we exercise professional judgement and maintain
professicnal scepticism throughout the audit. We also:

(a) Ideniify and assess the risks of material misstatement of the coembined financial
statements of the Group, whether due io fraud or error, design and perform audit
procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a hasis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud
may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control,

(b} Obtain an understanding of internal control reievant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Group's internal control.
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Registration No : 202001036243 (1392564-D)

12, ACCOUNTANTS' REPORT (cont'd)

&sECovIS:

Reporting Accountants’ Responsibilities for the Audit of the Combined Financial Statements
(Cont'd)

As part of an audit in accordance with approved standards on auditing in Malaysia and
International Standards on Auditing, we exercise professional judgement and maintain
professional scepticism throughout the audit. We also: (cont'd)

{c) Evaluate the appropriateness of acceunting policies used and the reasonableness of
accounting estimates and related disclosures made by the Directors.

{(d) Conclude on the appropriateness of the Directors’ use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Group’s ability
tc continue as a going concern. if we conclude that a material uncertainty exists, we are
required to draw attention in our repert to the related disclosures in the combined financial
statements of the Group or, if such disclosures are inadequate, to modify our opinion.
Our conclusions are based on the audit evidence obtained up to the date of our report.
However, future events or conditions may cause the Group to cease to continue as a
going concern,

{e) Evaluate the overall presentation, structure and content of the combined financial
statements of the Group, including the disclosures, and whether the combined financial
statements of the Group represents the underlying transactions and events in a manner
that achieves fair presentation.

(f)  Obtain sufficient appropriate audit evidence regarding the financial information of the
entities or business activities within the Group to express an opinion on the combined
financial statements of the Group. We are responsible for the direction, supervision and
performance of the group audit. We remain solely responsible for our audit opinion.

We communicate with the Directors regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal
conirol that we identify during our audit.

Restriction on Distribution and Use

This report is made solely to the Group for inclusion in the Prospectus to be issued in
connection with the Listing and quotation for the entire issued share capital of the Company
on the ACE Market of Bursa Malaysia Securities Berhad and for no other purposes. We do not
assume responsibility to any other person for the content of this report.

-

ECOVIS MALAYSIA PLT YONG HUI NEE
AF 001825 03283/09/2022 J
Chartered Accountants Chartered Accountant

Kuala Lumpur
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Registration No : 202001036243 (1392564-D)

12, ACCOUNTANTS' REPORT (cont'd)

Yew Lee Pacific Group Berhad

{Incorporated in Malaysia)

Registration No. 202001036243 (1392564-D)

Accountants’ Report

Combined Statements of Financial Position

Non-current assets

Property, plant and equipment
Right-of-use asseis
Investment in an associate

Current assets

Inventories

Trade receivables

Other receivables, deposits
and prepayments

Tax recoverable

Fixed deposits with licensed
banks

Cash and bank balances

Total assets

Equity
Share capital
Invested equity

Foreign currency
translation reserve
Retained earnings

Non-controliing interests

Total equity

Note

W o

10
11

12

14
14

15

16

2021 2020 2019 2018
RM RM RM RM
10,109,530 5,500,360 4,371,174 12,650,462
8,524,227 9,669,909 8,546,918 -

445 963 220,646 - -
19,079,720 15.390,915 12,918,042 12,650,462
6,873,009 4,706,214 5,027,318 4,088,830
9,160,214 8,932,501 6,960,934 6,992,319
571.068 471,744 456 626 56,450
269,352 ; ; ]
11,076,066 5,000,000 2,000,000 2,000,000
8,736,774 15,011,809 10,757,114 9,801,889
36,686,573 34,122,268 25201992 22,939,488
55,766,293 49,513,183 38,120,084 35,589,950
100 - - -
350,000 350,000 350,000 350,000
(60,786) (42,004) (38,835) -
41,276,349 31,158,136 25,773,370 22,577,991
41,565,663 31,466,132 26,084,535 22,927,991
(283) 2,989 - -
41,565,380 31,469,121 26,084,535 22,927,991
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Registration No : 202001036243 (1392564-D)

12, ACCOUNTANTS' REPORT (cont'd)

Yew Lee Pacific Group Berhad

(Incorporated in Malaysia)

Registration No. 202001036243 {1392564-D)

Accountants’ Report (Cont’d)

Combined Statements of Financial Position {Cont'd)

Non-current liabilities
Bank borrowings
Lease liabilities
Deferred tax liabilities

Provisions for employee
benefits obligation

Current liabilities

Trade payables

Other payabies and accruals
Bank borrowings

Lease liabilities

Tax payable

Dividend payable

Total liabilities

Total equity and liabilities

Note

17
18
19

20
21
17
18

2021 2020 2019 2018
RM RM RM RM
7,935,502 4379441 4,577,869 4,680,088
485210 1,002,211 451,652 348,888
882,111 704,305 580,048 612,900
- 19,099 18,096 -
9,302,823 6,105,056 5,627,665 5,641,876
2,732,593 5237732 3,044,718 3,254,887
1,505,195 2,094,004 533,360 806,296
358,284 158,029 329,494 78,386
302,018 510,738 268,008 459,262
- 938,503 232,304 421,252
- 3,000,000 2,000,000 2,000,000
4,898,090 11,939,006 5,407,884 7,020,083
14,200,913 18,044,062 12,035,549 12,661,959
55,766,293 49,513,183 38,120,084 35,589,950
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Registration No : 202001036243 (1392564-D)

12, ACCOUNTANTS' REPORT (cont'd)

Yew Lee Pacific Group Berhad

(Incorporated in Malaysia)
Registration No. 202001036243 {1392564-D)

Accountants’ Report (Cont’d)

Combined Statements of Profit or Loss and Other Comprehensive Income

2021 2020 2019 2018
Note RM RM RM RM
Revenue 22 45 525,156 41,974,101 29,208,139 27,813,339
Cost of sales (26,908,865} (23,589,157)  (18,128,185) (1B,764,824)
Gross profit 18,616,291 18,384,944 11,079,974 11,048,515
Other income 807,514 649,755 468 440 443,335
Selling and distribution expenses (336,525} {271,791) (129,910) (226,224)
Administrative expenses (6,389,57%) (5,108,052) (4,347,841} (4,245,171}
Other expenses {62,278) (85,838) (63,125) {119,554)
Profit from operations 12,635,423 13,566,018 7,007,538 6,300,901
Finance costs 23 {276,918) {231.508) (262,894) (323,135)
Share of profit of an asscciate 223,965 205,978 - -
Profit before tax 24 12,582,470 13,540,488 £,744.,644 6,577,766
Tax expenses 25 (2.469,534) (3,158,052) {1,549,265) (1,496,014)
Profit for the financial year 10,112,938 10,382,436 5,185,379 5,081,752
Other comprehensive income/{loss):
ftem that will not be reclassified
subsequently fo profit or ioss
- Actuarizal loss on provision o_f 4,903 (1,884) ) )
emplcyee benefits obligation
ftem that may be reclassiffied
subsegquently to profit or loss
- Foreign currency translation
of foreign operations 5.108 (21,630) (38,835) B
- Reclassification adjustments
) 5 - 18,311 - -
of foreign operations
- Share of othe_r camprehensive loss (23.788) (272) ) )
of an associate T
(16,777) (5,475) (38,835) -
Total comprehensive income 10,096,159 10,376,961 5,156,544 5,081,752
for the financial year
Profit attributable to:
- Common conirolling shareholders of
the combining entities 10,116,348 10,382,436 5,195,379 5,081,752
- Non-controliing interest (3412 - - -
10,112,936 10,382,436 5195,379 5,081,752
Total comprehensive income
attributabie to:
- Common controlling shareholders of
the combining entities 10,099,431 10,376,961 5 156,544 5,081,752
- Non-contrailing interest {3,272) - - .
10,096,159 10,376,961 5,156,544 5,081,752
Earnings per ordinary share ("EPS")
- Basic 26 28.90 29.66 14 84 14.52
3

212




1974

LZL'69¥'LE 6952 ZEL99F LE ge1'851L°1E {#00°Z¥) 000'05¢
{000 000'G) - (000'000°s) (000'coo's) - -
5294 636'Z 9£9'y vy a4 -
198'0.80) - 196'9.£°04 75508201 (185'¢) -
(Gi¥'G) - {5Lv'G) (ra8'L) {Les'e) -
9¢F'28c 0l - 9eb'Z88'0L 9EF'Z8E'0L - -
GeSv80'9T - GES'¥20'92 04£'€44'5T (5e8'sg) C09'0se
(0C0'000'2) - {000°000'2) {000'000'2) - -
PrS 951G - y75'951'S 6.E°G51'G {geg'ac) -
(5eg'eg) - (gea'ee) - (Geg'ec) -
BLEGBLG - 6.5°561'S 6LE°G5L'G - -
L66'2L26'CE - LB6LZB'ET 186°745¢CT - 000'088
(000'000'2) - (000'000°2) (000'000'2) - -
£52'180'S - 254'180°S 254'180'S - -
BEZ 98’61 - 8EZ'9F8'6 1 BETOBYEL - 000'0s¢E
2] EE] Ny )] (T3]
|e3o] ST |ej03-gqng sBuluies anlasal Anba
Buyjjoazuos paulejay uone|suel} pajsaau|
~UON Asuanns uBjaloy

a|qenguisiq

sal3ua Buluiguos sy} 1o siap|oysieys
« T BUI[0U0D UOWIWOD 8Y] 0] B]qeINqLIlY

<+—— 2|qenquIsIp-uoN

120z Adenuer | (0Z0T 12qWadsq |§ 1Y

L2 puspIAg
(Mg Atepisgns e ul sysalatu) diysiaumo ul sBueys
TSISUMD) Y)A SUGITCESURT ]

SWosW aAIsUSY2udWoD 810

S50} eAalsusyaidwos BYID

1eaA |BI2UBUY BY) 104 Jjcid

0z0Z Atenuer | /gL0Z 18quiads( LE Iy

Le puapiAIg
SIBUMD UM uoliFBsusI |

auwooul anisUsysidwes |Bi0 |

$S0| aISUaYaIdUIoD 18Y10)

Jeah (giousul BY) 10) 1j01d

61L0Z Adenuer | /810Z 49qwadaQ Lg 1Y

L2 puspIAIg
SI2UMD UIM ucnoesuel |

JeaA Enuul ay) 10y
SOl SAISUBYBIdWOD B0 /0.4

8L0Z Asenuer | 3y

310N

f1inbg w sebueys Jo sUBWILILIS PaUIQUIOT)

(p,Juon} Joday sjuejunoosoay

{Q-F9STBEL) £7292010020Z ©N uonensibay
(e1sAeepy ul payelodioow)

peyag dnoic) oiytoed 997 MaA

(P,7u03) 140d3d ,SINVLNNODDVY 'TT

(@-+9SZ6ET) £429£0T00Z0T : ON uonensibay




1424

]
08£°695 Lt {£92) £99'698 L ¥ BYC'9LZ LY (982'09) 000'05¢ 00} L20Z 2aqwadsd L
- - - - - - - 12 puspIAlg
001 - 201 - - - 0901 ey saJeys Jo 9IUENss|
‘SIBUMO) UM SUCIDESUE] |
851 '960'01 (erz'e) LEP'660'0) €LZ'8LL'0L (z64'81) . SWODUI SAISUS2IALUOS (10
(£44°91) ovl (Z18'9L) Gge'L (z8i'gl) - - §s0| snsusyeIdwos Jayi0
9E6'ZLL0L {ZLr'e) gre'ell ol §PE'OLL0L - - - Jedh |B[SuBLy BY) 104 HjoId
Can e aae . , , ) (pauod) Lzoz Adenuer |
LZ1'69F L 8867 ZEL'99F'LE 9€L'85L'LE (FOCZF) 000'0SE 10207 195037 1€ 1V
e Wy W Wy Wy Wy S| 810N
jeiol s)salau |ejo}-qng sfhutuies amniasal Anba jendea
Bujossuon pauieiay uolje|sued) palsaAu} aleysg
-uoN Aouaund
uBisiog
a|geinquisiqy  <+——— e|gejngLsIp-uohN——F—»
sannua BuluIgqwod sy} Jo slapioyaleys
—— _r

Buyjjos3uos UoWWOD ay) ©) JGEINALUIY

{(pauon) Ajinbg ur sabueys Jo sJUSWSIEIG pauIquo)

(pJuon) uoday ,sjuelunodoy

{(0-r95Z6E L) £FZIE0L00T0T ON uonesBay
(e1sAeleyy i peyeiodionu))

peysag dnoio J1jIoed 997 MAA

(P,7u03) 140d3d ,SINVLNNODDVY 'TT

(@-+9SZ6ET) £429£0T00Z0T : ON uonensibay




Registration No : 202001036243 (1392564-D)

12, ACCOUNTANTS' REPORT (cont'd)

Yew Lee Pacific Group Berhad
{Incorporated in Malaysia}
Registration No. 202001038243 (1392584-D)

Accountants’ Report (Cont’d)

Combined Statements of Cash Flows

2021 2020 2019 2018
Note RM RM RM RM
Cash flows from operating
activities
Profit before tax 12,582,470 13,540,488 6,744,644 6,577,766
Adjustments for:
Amortisation of right-of-use 8 587.120 551277 504 830 i
assets
Bad debts written off 24 - 1,600 - -
Depreciation of property, plant
and equipment 7 1,029,006 786,546 821,480 1,210,974
Finance costs 23 276,918 23%,508 262,894 323135
Gain on disposal of a subsidiary 3(c) - {244,349} - -
Gain on disposat of property,
plant and equipment, net 24 {11,474) {74,200} (80,497) (45,998)
Gain on termination of a lease 24 (2.495) ) ) )
contract
Impairment on trade receivables 11 - 19,025 - 107,039
lnnv;ntones written down/(back), (90,043) 265,500 119,002 )
Interest income (184,008} (101,324) (67,516) (62,249)
{Decrease)/Increase in provision (15,607) 2.330 18,153 -
For employee benefits obligation
Property, plant and equipment
written off 24 19,483 817 63,125 12,515
Revergal of impairment on trade 11 (6.000) ) ; i
receivables
Share of result of an associate (223,965) (205,978) - -
Unrealised loss/(gain) on foreign 4 32,270 (16,200) (1,228) (22,047}
exchange
Operating profit before
working capital changes 13,993 675 14,757,140 8,384,887 8,101,135
Changes in working capital:
Inventories (2,103,229) 91,818 (1,057,490} (860.099)
Prov_lsm_n for employee benefits (1.455) 7,519 N i
obligation
Trade and other receivables (262.118) (2,316,342) (373,173} (575.124)
Trade and other payables (3,108,420) 4,347,258 (482,981) 1,947 482
Cash generated from
operations 8,618,453 16,887,393 6,471,243 8,613,394
Tax paid, net of tax refunded (3,495 696) (2,327,598} {1,771,651) (1,045,279)
Net cash generated from
operating activities 5,022,757 14,559,797 4,699,562 7 568 115
6
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Registration No : 202001036243 (1392564-D)

12, ACCOUNTANTS' REPORT (cont'd)

Yew Lee Pacific Group Berhad
{incorporated in Malaysia)
Registration No 202001036243 (13925584-D)

Accountants’ Report (Cont'd)

Combined Statements of Cash Flows (Cont'd)

end of the financial year

2021 2020 2019 2018
Note RM RM RM RM
Cash flows from investing
activities
Interest received 107,842 101,324 67.516 62,249
Disposal of stake to R 7825 } 3
non-controfiing interest
Proceed from disposal of a
subsidiary, net of cash and 3(c) - 104,884 - -
cash equivalents disposed of
Proceeds from disposal of 119,809 141,500 80,500 46,000
property, plant and eguipment
Purchase of property, plant and (3)  (4.987,915)  (2.167.583)  (1,115.174) (305.294)
equipment
Purchase of right-of-use assets (163,510) (653,131} (82,715) -
Net cash used in investing ) oo "
activities (4,923,674) (2,365,281} (1,049 873) |{19?,045)
Cash flows from financing
activities
Dividends paid (3,000,000} (4,000,000} (2,000,000 {1.500,000)
Drawdown of term loans 4.011,520 - - .
Finance costs paid {278,818) {231,508 {(282,894) {323,135)
issuance of shares 100 - - -
Net movement on banker's ) (235.000 215 000 _
acceplance
Repayment of lease liabililies (777,223} (327,280) (548, 548) {619,170}
Repayment of term loans (255,204 (1“34,893) (86 111} (1,102,129}
" Net cash used in financing ) .
activities (297’725? (4928685) (2,662 551} (3.544 434}
Net {decrease)increase in cash .
and cash equivalents {198.642) 7,285 835 987,168 3,826,838
Effect of _foreagn currency (327) (11,140) {31,843} -
translation ’
Cash and cash equivalents at
beginning of the financial 20,011,809 12,757 114 11,801,889 7,875,253
year
Cash and cash equivalents at 44,5 545 20,011,809 12757 114 11,801,888
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Registration No : 202001036243 (1392564-D)

12, ACCOUNTANTS' REPORT (cont'd)

Yew Lee Pacific Group Berhad
(Incorporated in Mataysia}
Registration No. 202001036243 (13925664-D)

Accountants’ Report (Cont'd)

Combined Statements of Cash Flows (Cont’'d)

Nofes:

{a) Purchase of property, plant and equipment

2021 2020 2019 2018
RM R RM RM
Cost of property, plant, and
equipment purchased 4 987 915 2,167,583 1,115,174 497 294
{Note 7}
Acquired by means of finance _ . ~ (192,000)
leases
Cash disbursed for purchase
of property, plant and 4,987 915 2,167 583 1,115,174 305,294
equipment
(b} Cash and cash equivaients
2021 2020 2018 2018
RM RM RM RM
Cash and bank balances 8,736,774 15,011,809 10,757,114 9,801,889
Fixec deposits with ficensed 11,076,066 5,000,000 2,000,000 2,000,000
19,812,840 20,011,809 12,757,114 - 11,801,882
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Registration No : 202001036243 (1392564-D)

12, ACCOUNTANTS' REPORT (cont'd)

Yew Lee Pacific Group Berhad
{Incorporated in Malaysia)
Registration No. 202001636243 (1392564-D)

Accountants’ Report (Cont’d)

Notes to the Combined Financial Statements
1. Introduction

The combined financial statements of Yew Lee Pacific Group Berhad {the "Company”) have been
prepared to comply with the Prospectus Guideiines — Equity issued by the Securities Commission
Matlaysia and for inclusion in the Prospectus of the Company in connection with the listing of and quotation
for the entire enlarged issued share capital of the Company on the ACE Market of Bursa Malaysia
Securities Berhad ("Bursa Securities”) (the “Listing™), and should not be relied upen for any other purposes.

2. General information

The Company was incorporated on 10 November 2020 under the Companies Act 2016 as a private limited
fiability company under the name Yew Lee Pacific Group Sdn. Bhd.. On 25 August 2021, the Company
was converted to a public limited Lability company and assumed its current name of Yew Lee Paciic
Group Berhad.

The addresses of the principal place of business and registered office of the Company are as follows:

Principal place of business

No.18, Jalan Johan 2/1,

Kawasan Perindustrian Pengkalan H,
31550 Pusing, Perak.

Registered office

Level 5, Block B, Dataran PHB,
Saujana Resort, Section U2,
40150 Shah Alam, Selangor.

3. List of combining entities and principal activities

Details of the combining entities are as follows:

Country of Effective equity interest
Name of company Note incorporation 2021 2020 2019 2018 Principal activities

% Yo Yo Yo

Yew Lee Pacific

i Gy . } .
Group Berhad. Malaysia 100 100 Investment holding

Yew Lee Pacific
Manufacturer Malaysia 100 100 100 100
Sdn. Bhd. ("YLPM™)

Manufacturing of
industrial brushes

Trading of industrial
Malaysia 100 100 100 100 hardware and
machinery parts

Yew Lee Pacific Holding
Sdn. Bhd, ("YLPH")

Subsidiaries of YLPM

PT Yew Lee . Distribution of
Indonesiat?! {a).(d) Indonesia 99 99 100 B Industriat brushes

Yew Lee (Thailand) .
Company Limited (by.(c)  Thailand . e 100 Distribution of

("Yew Lee Thailand")® industrial brushes
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219



Registration No : 202001036243 (1392564-D)

12,

ACCOUNTANTS' REPORT (cont'd)

Yew Lee Pacific Group Berhad
(Incorporated in Malaysia)
Registration No. 202001036243 (1392564-D)

Accountants’ Report (Cont’d)

Notes to the Combined Financial Statements (Cont’d)

3.

(a)

(b}

List of combining entities and principal activities (cont’d)
Notes:

1} As disclosed in Note 4 to the combined financial statements, the financial statements of the
Company for financial period ended 31 December 2020 had not been included in the combined
financial statements for the financial year ended 31 December 2020 as the Company was only
incorporated on 10 November 2020 to facilitate the Listing. The Company’s financial statements
has been included in the combined financial statemenis for the financial year ended 31 December

2021.
@ Audited by firms other than Ecovis Malaysia PLT.
(3 Ceased to be a subsidiary and became an associate company of YLPM in year 2020 as disclosed

in Notes 3(c) and 9 to the combined financial statements.

On 9 September 2019, YLPM subscribed to 2,475 ordinary shares representing 95.00% equity interest in
PT Yew Lee Indonesia for a cash consideration of Indonesian Rupiah (“IDR"} 2.475,000,000 {(equivalent
to RM754,875). The remaining 1.00% equity interest is currently held by Mr. Ang Lee Leong, a common
controlling shareholder of the Group. As such, the Group has applied the pooling of interest method of
accounting and consolidated PT Yew Lee Indonesia based on 100% effective equity interest.

On 10 October 2019, YLPM subscribed to 19,998 ordinary shares representing 99.99% equity interest in
Yew Lee Thailand for a cash consideration of Thai Baht ("THB") 1,998,800 (equivatent to RM288,571).
The remaining 0.01% equity interest is currently heid by Mr. Ang Lee Lecng and his daughter, Ms. Ang
Poh Yee (deemed as commen controlling share by Mr. Ang Lee Leong). As such, the Group has applied
the pooling of interest method of accounting and consolidated Yew Lee Thailand based on 100% effective
equity interest.

On 27 March 2020, YLPM disposed-off its 55% equity interest in Yew Lee Thailand to a Thai sharehalder
for a consideration of THB1,100,000 (equivatent to RM158,730). Upon disposal, YLPM has lost control
over Yew Lee Thailand as the majority voting rights have been transferred to the Thai shareholder, despite
Yew Lee Thailand's board of directors {"Board") comprises wholly of YLPM's representatives. YLPM is
only deemed to have a significant influence over the entity as the Thai shareholder, having majority
sharehalding, has the power to solely decide on all members’ resolutions including the composition of the
Board of Yew Lee Thailand. Upon the loss of control over Yew Lee Thailand, the Group derecognised the
assets and labilities of Yew Lee Thailand and the surplus arising from the disposal had been recognised
in profit or loss. The remaining equity interest in Yew lLee Thailand has been subsequently equity-
accounted as an associate company of YLPM.

{n Summary of the effects of disposal of the equity interest in Yew Lee Thailand are as follows:

RM RM
Recognised:
Fair value of consideration received 158,730
Fair value of common controlling retained investment treated as
an associate (Note @) 129,870
288,600
Reclassification adjustment of exchange translation reserve (18,311}
270,289

11
220



Registration No : 202001036243 (1392564-D)

12,

ACCOUNTANTS' REPORT (cont'd)

Yew Lee Pacific Group Berhad
{Incorporated in Malaysia)
Registration No. 202001036243 {1392564-D)

Accountants’ Report (Cont’d)

Notes to the Combined Financial Statements {Cont’d)

3.

(c)

(d)

List of combining entities and principal activities {cont’d)

(H Summary of the effects of disposal of Yew Lee Thailand (cont'd)
RM RM
Derecognised:
Fair value of identifiable net assets at disposal date
- Ptant and equipment {178,167}
- Right-of-use asset {42.917)
- Inventories {78,716)
- Trade and other receivables (310.681)
- Cash and bank balances {53,746
- Lease liabilities 49,292
- Trade and other payables 588,985 (25,94C)
Gain on dispesa!l of Yew Lee Thailand 244 349
{il  Effect of dispcsal on cash flows
RM
Consideration received in cash 158,730
Less: Cash and cash equivalents of subsidiary disposed ~ {53,746)
Net cash inflows on disposal 104,984

On 29 December 2020, YLPM disposed 25 ordinary shares to a Director in PT Yew Lee Indonesia for a
consideration of IDR25 000,000 {equivalent to RM7,625), decreasing the Group’s effective equity interest
from 100% to 99%.

Effects of the decrease in the Group's effective equity interest is as follow:

RM
Consideration received from disposals of PT Yew Lee Indonesia's shares 7,625
Less:
Carrying amount of net assets disposed to non-contreliing interest (1%) ~ (2,989)
Recognised in equity 4636

Basis of preparation

The combined financial statements for the financial years ended 31 December 2018, 2019, 2020 and 2021
consist of the financial statements of the combining entities of the Company as disclosed in Note 3 to the
combined financial statements, which are under the common controt of Mr. Ang Lee Lecng, Mr. Ang Lee
Seng and Madam Chee Wai Ying throughout the reporting years (collectively referred to as the “Group”).
The financial statements of the Company had not been included in the combined financial statements for
the financial year ended 31 December 2020 as the Company was only incorporated on 10 November
2020 to facilitate the Listing. The assets, liabilities, income and expenses of the Company for the financial
period ended 31 December 2020 are insignificant relative to those of the Group.

12
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Registration No : 202001036243 (1392564-D)

12, ACCOUNTANTS' REPORT (cont'd)

Yew Lee Pacific Group Berhad
{Incorporated in Malaysia)
Registration No. 202001036243 (1392564-D)

Accountants’ Report (Cont’d)

Notes to the Combined Financial Statements (Cont'd)
4, Basis of preparation (cont’d)

The combined financial statements of the Group have been preparad as if the Group has been operated
as a single economic entity throughout the financial years ended 31 December 2018, 2019, 2020 and
2021.

Entities under common control are entities which are ultimately controlled by the same parties and that
cantrol is not transitory. Control exists when the same parties have ultimate collective power to govern
the financial and operating policies of each of the combining entities so as to obtain the benefits from their
actwities, and that ultimate collective power is not transitory. The financial statements of commonly
controlled entities are included in the combined financial statements from the day that control commences
uniil the date that control ceases.

The financial information as presented in the combined financial statements may not correspond with the
consolidated financial statements of the Group, as the combined financial statemenis reflect business
combinations under common control for the purpose of the Listing. Consequently. the financial information
from the combined financial statements do not purport to predict the financiai positions, results of
operations and cash flows of the Group.

(a) Statement of compliance

The combined financial statements of the Group have been prepared in accordance with Malaysian
Financial Reporting Standards ("MFRS") and International Financial Reporting Standards ("IFRS").

(b} Basis of measurement

The financial statements have been prepared on the historical cost basis except as otherwise stated in
the combined financial statements.

{¢} Functional and presentation currency

The combined financial statements are presented in Ringgit Malaysia (‘“RM”), which is the functional and
presentation currency of the Company.

(d) Use of estimates and judgements

The preparation of the combined financial statements in conformity with MFRSs requires the Directors to
make judgements, estimates and assumptions that affect the application of accounting policies and the
reported amounts of assets, liabilities, income and expenses. The areas involving such judgements,
estimates and assumptions are disclosed in Note 6 to the combined financial statements. Although these
estimates and assumptions are based on the Directors’ best knowledge of events and actions, actual
results may differ from these estimates.

13
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Registration No : 202001036243 (1392564-D)

12,

ACCOUNTANTS' REPORT (cont'd)

Yew Lee Pacific Group Berhad

{Incorporated in Malaysia)
Registration Ne. 202001036243 (1392564-D)

Accountants’ Report (Cont’d)

Notes to the Combined Financial Statements (Cont'd)

4,

(e)

Basis of preparation {cont'd)

Adoption of MFRSs and amendments to MFRSs on its mandatory effective date

The Group has adopted MFRS 9 Financial Instruments and MFRS 15 Revenue from Contracts with
Customers which are effective for annual periods beginning on or after 1 January 2018 and MFRS 16
Leases which is effective for annual pericds beginning on or after 1 January 2019.

{1}

(i)

MFRS ¢, Financial Instruments

MFRS 9 replaces the “incurred loss” model in MFRS 139 with an “expected credit loss” ("ECL"
model in respect of impairment of financial assets. The new impairments model applies to financial
assets measured at amortised cost, contract assets and debt investments measured at fair value
through other comprehensive income, but not to investments in equity instruments.

The adoption of MFRS 9, Financial instruments does not have materiat financial impact to the
combined financial statements of the Group, other than trade and other receivables and cash and
cash equivalents that were reclassified as loans and receivables under MFRS 139 which are now
classified as amortised cost.

The foliowing table shows the measurement categories under MFRS 139 and the new
measurement categories under MFRS 9 for each class of the Group’s financia! assets and financiaf
liabilities as at 1 January 2018:

Measurement category

Original New
{MFRS 139) (MFRS 9)
RM RM
Financial assets:
Trade receivables Loan and receivables Amortised cost
Other receivables and deposits Loan and receivables Amortised cost
Fixed deposits with licensed banks Loan and receivables Amortised cost
Cash and bank balances Loan and receivables Amortised cost

Classification of the Group's financial liabilities remained unchanged, which are measured at
amortised cost.

MFRS 15, Revenue from Contracts with Customers

MFRS 15 provides a single model for accounting for revenue arising from contracts with customers,
focusing on the identification and satisfaction of performance obligatiocn The standard specifies that
the revenue is to be recognised when control over the goods and services is transferred to the
customers, moving from the transfer of risks and rewards.

The Group adopted MFRS 15, Revenue from Contracis with Customers retrospectively.

The adoption of MFRS 15, Revenue from Confracts with Customers does not have material
financial impact to the combined financial statements of the Group.

14
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Registration No : 202001036243 (1392564-D)

12, ACCOUNTANTS' REPORT (cont'd)

Yew Lee Pacific Group Berhad

(Incorporated in Malaysia)
Registration No. 202001036243 (1392564-D)

Accountants’ Report (Cont’d)

Notes to the Combined Financial Statements {(Cont'd)

4. Basis of preparation {(cont’d)

(e} Adoption of MFRSs and amendments to MFRSs on its mandatory effective date (cont'd)

(iii)

MFRS 16, Leases

MFRS 16 replaces the guidance in MFRS 117, Leases. IC Interpretation 4, Determining \Whether an
Arrangement Confains a Lease, IC Interpretation 115, Operating Leases — lncenfives and IC
Interpretation 127, Evaluating the Substance of Transactions involving the Legal Form of a Lease.

MFRS 16 introduces a single, on-balance sheet lease accounting modal for lessees. A lessee
recognises a right-of-use asset representing its right to use the underlying asset and lease liability
representing its obligations o make lease payments. Lessees will be required to separately recognise
the interest expense on the lease liability and the depreciation expense on the right-of-use asset. There
are recognition exemptions for short-term leases and leases of low-value items. Lessar accounting
remains similar to the current standard which continues to be classified as financial or operating lease.

The Group adopted MFRS 16 using the modified retrospective method of adoption with the date of
initial application of 1 January 2019 ("DIA"). Under this method, MFRS 16 is applied retrospectively
with the cumulative effect of initially applying the standard recognised at the date of initial application,

The Group elected to apply the following available transition practical expedient:

- For contracts entered into before the transition date, the Group relied on it assessment made
applying MFRS 117 and IC Int 4. At the DIA. the Group has elected not to reassess whether these
contracts are, contain a lease;

- the use of a single discount rate to a portfolio of ieases with rezsonably similar characteristics;

- the exemption not to recognise righi-of-use assets and liabilities for leases which the lease term
ends within 12 months of the date of initial applcation;

- the exclusicn of initial direct costs for the measurement of the right-of-use (“ROU") asset at the
DIA,;

- the use of hindsight in determining the lease term where the contract contains options to extend
or terminate the lease.

The adoption of MFRS 16 has resulted in changes in accounting policies and adjustments o the
financial statements as follows:

{i) Changes in accounting policies

Lessee accounting

a. Leases classified as operating leases under MFRS 117

On adoption of MFRS 18, except for short-term leases and ieases of low-value assets, the
Group recognised lease liabilities in relation to leases which had previously been classified
as ‘operating leases’ under the principies of MFRS 117. These liabilities were measured at
the present value of the remaining lease payments, discounted using the lessee’s
incremental borrowing rate as of 1 January 2018

15
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Registration No : 202001036243 (1392564-D)

12, ACCOUNTANTS' REPORT (cont'd)

Yew Lee Pacific Group Berhad
{Incorporated in Malaysia)
Registration No. 202001036243 (1392564-D)

Accountants’ Report (Cont’d)

Notes to the Combined Financial Statements (Cont'd)

4. Basis of preparation (cont’d)

{e} Adoption of MFRSs and amendments to MFRSs on its mandatory effective date (cont'd)

(iii) MFRS 16, Leases {cont’d)

The adoption of MFRS 16 has resulted in changes in accounting policies and adjustments to the
financial statements as follows: (cont'd)

{i)

(i)

Changes in accounting policies {cont’d)

Lessee accounting (cont’d}

a. Leases classified as operating leases under MFRS 117 (cont’d)
The Group has applied practical expedient in MFRS 16, which allows a lease to measure
ROU assets at the amount equal to the lease liability, adjusted by the amount of any materiat
prepaid or accrued lease payments relating to that lease at the DIA.

b. Leases classified as finance leases under MFRS 117
For leases previously classified as finance leases and presented as a part of ‘property, plant
and equipment’, the Group recognised the carrying amount of the lease asset and lease
liability immediately before transition which were measured applying MFRS 117 as the
carrying amount of the ROU asset and the lease liability at the DIA.

Impact of adoption of MFRS 16 as at 1 January 2019

As at DIA. the adoption of MFRS 16 has affecied the following items:

Carrying Carrying
amount as at 31 Re- amount as at 1
December 2018 measurement January 2019
RM RM Rt
Property, piant and equipment 12,650,462 (9,414,515) 3,235,947
Right-of-use assets - 9,414,515 9,414,515

The adoption of MFRS 16 has no financial impact to the retained earnings and lease liabilities
reported as at 1 January 2019.

16
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12, ACCOUNTANTS' REPORT (cont'd)
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{Incorporated in Malaysia)
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Accountants’ Report (Cont'd)

Notes to the Combined Financial Statements (Cont'd)

4. Basis of preparation (cont’d)

(e) Adoption of MFRSs and amendments to MFRSs on its mandatory effective date (cont’d)

(iif)

MFRS 16, l.eases (cont'd)

The adoption of MFRS 16 has resulted in changes in accounting policies and adjustments to the
financial statements as follows: {cont'd)

(i)

Impact of adoption of MFRS 16 as at 1 January 2019 (cont’d}

The reconciliation between the cperating lease commitments disclosed applying MFRS 117 at 31
December 2018 to the lease liabilities recognised at 1 January 2018 is as follows:

At
1 January

2019

RM
Operating lease commitments disclosad as at 31 December 2018 13,800

{Note 18.2) '

Less:
Exemption on commitments less than 12 months from DIA {13,800)
Add: Lease previously classified as finance lease in MFRS 117 808,150
Lease liabilities as at 1 January 2019 808,150

The weighted average lessee’s incremental borrowing rates applied 1o the lease liabilities of the
Group on 1 January 2019 was 3.97% per annum.

{f) MFRSs and amendments to MFRSs that have been issued but not yet effective

The following are MFRSs and amendments to MFRSs that have been issued by the Malaysian Accounting
Standards Board {"MASB”) but are not yet effective and have not been adopted by the Group:

MFRS (Including the Consequential Amendments) Effective Date
Amendmeants to MFRS 16 Covid-19 — Related Rent Concassions 1 April 2021
Beyond 30 June 2021
Amendments to MFRSs Annual Improvements to MFRSs 2018 - 1 January 2022
2020 Cycle
Amendments to MFRS 3 Reference to the Conceptual Framework 1 January 2022
Amendments to MFRS 116 Proceeds Before Intended Use 1 January 2022
Amendments to MFRS 137 Onerous Contracts — Cost of Fulfiling & 1 January 2022
Contract
MFRS 17 and amendments insurance Contracts 1 January 2023
to MFRS 17
17
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Accountants’ Report (Cont’d)

Notes to the Combined Financial Statements (Cont'd)

4.

()

5.1
{a)

Basis of preparation (cont'd)
MFRSs and amendments to MFRSs that have been issued but not yet effective (cont'd)

The following are MFRSs and amendments to MFRSs that have been issued by the Malaysian Accounting
Standards Board ("MASB") but are not yet effective and have not been adopted by the Group: (cont'd)

MFRS (including the Consequential Amendments) (cont'd) Effective Date
Amendments to MFRS 17 Initiai Application of MFRS 17 and MFRS @ ~ 1 January 2023
Comparative Information

Amendments o MFRS 101 Classification of Liabilities as Current or 1 January 2023
Non-current and Disclosures of Accounting
Policies

Amendments to MFRS 108 Definition of Accounting Estimates 1 January 2023

Amendments to MFRS 112 Deferred Tax related to Assets and Liabilities 1 January 2023
Arising from a Single Transaction

Amendments to MFRS 10 Sale or Contribution of Assets between To be

and 128 an Investor and its Associate or Joint announced

Venture

The Group plans to apply the abovementioned MFRSs and amendments to MFRSs from the beginning
of the financiai year where they become effective, if applicable to the Group.

The adoption of the above MFRSs and amendments to MFRSs are expected to have no material impact
on the financial statements of the Group in the period of initial application.

Significant accounting policies

The Group applies the accounting policies set out below consistently throughout the periods presented in
these combined financial statements, unless otherwise stated.

Basis of combination
Combining entities

The combinad financial statements of the Group comprises the financial statements of the combining
entities as disclosed in Note 3 to the combined financial statements. The financial statements used in the
preparation of the combined financial statements are prepared in the same reporting date, 31 December.

The combining entities are entities. including structured entities, under common control of the
shareholders that ceonirel the Company and the combining entities, and are accounted for as if the
Company and the combining entities are a single economic entity at the beginning of the earlier
comparative period presented or, if later, at the date that common control was established.

18
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5.

5.1

(a)

(b}

Significant accounting policies (cont’d)
Basis of combkination (cont’d)
Combining entities {cont'd)

Entities under common control are entities, which are ultimately controlied by the same parties and that
control is not transitery. Control exists when the same parties have, as a result of contractual agreements,
ultimate collective power to govern the financial and operating policies of each of the combining entities
so as to obtain benefits from their activities, and that ultimate collective power is net transitory. The
financial statements of commonly controlled entities are included in the combined financial statements
from the day that controf commences until the date that control ceases.

Business combinations involving entities under common control are accounted for by applying the pooling
of interest method of accounting. The assets and liabilities of the entilies are reflected at their carrying
amounts reported in the combined financial statements of the Group. Any difference between the
consideration paid and the share capital and capital reserves of the “"acquired” entity is reflected within
equity as merger reserve. The statements of profit or loss and cther comprehensive income reflects the
results of the entities for the full year, irrespective of when the combination takes place. Comparatives are
presented as if the entities had always been combined since the date the entities had come under
common control.

Subsidiaries and business combination

Subsidiaries are entities (inciuding structured entities} over which the Group is exposed, or has rights, to
variable returns from its involvement with the acquirees and has the ability to affect those returns through
its power over the acquirees. Potential voting rights are considered when assessing control only when
such rights are substantive.

The financial statements of subsidiaries are included in the combined financial statements from the date
the Group obtains control of the acquirees until the date the Group losses control of the acguirees.

Other than entities under common control, the Group applies the acquisition method to account for
business combinations from the acquisition date.

identifiable asseis acquired, liabilities and contingent liabilities assumed in a business combination are
measured at their fair value at the acquisition date, except that:

() Deferred tax assets or liabilities and iabilities or assets related to employee benefit arrangements
are recognised and measured in accordance with MFRS 112, 'fncome Taxes' and MFRS 119,
‘Empioyee Benefits' respectively,

() Liabilities or equity instruments related to share-based payment transactions of the acquiree or the
replacement by the Group of an acquiree's share-based payment transactions are measured in
accordance with MFRS 2, ‘Share-based Payment’ at the acquisition date; and

(i) Assets (or disposal groups) that are classified as held for sale in accordance with MFRS 5, ‘Non-
current Assets Held for Sale and Discontinued Operations’ are measured in accordance with that
Standard.

Acquisition-related costs are recognised as expenses in the periods in which the costs are incurred and
the services are received

19
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5.

5.1

(b)

(c}

(d)

Significant accounting policies {cont’d)
Basis of combination {cont’d)
Subsidiaries and business combination (cont'd}

Where the consideration transferred by the Group in a business combination inciudes assets or liabilities
resulting from a contingent consideration is measured at its acquisition-date fair value. Changes in the fair
value of the contingent consideration that qualify as measurement period adjustments are adjusted
retrospectively, with corresponding adjustments against gocdwill. Measurement period adjustments are
adjustments that arise from additional information obtained during the ‘measurement period’ {(which
cannot exceed one year from the acquisition date) about facts and circumstances that existed at the
acquisition date

The subsequent accounting for changes in the fair value of contingent consideration that do not qualify
as measurement period adjustments depends on how the contingent consideration is classified.
Contingent consideration that is classified as equity is not remeasured at subsequent reporting dates and
its subsequent settlement is accounted for within equity. Contingent consideration that is classified as an
asset or liability is remeasured at subsequent reporting dates in accordance with MFRS 137 ‘Provisicns,
Contingent Liabilities and Contingent Assets’, as appropriate, with the corresponding gain or loss being
recognised in profit or loss.

In a business combination achieved in siages, previously held equity interests in the acguiree are
remeasured to fair value at the acquisition date and any corresponding gain or loss is recognised in profit
or loss.

Any excess of the sum of the fair value of the consideration transferred in the business combination, the
amount of non-centroiling interest in the acquiree (if any), and the fair value of the previously heid equity
interest of the Group in the acquiree (if any), over the net fair value of the acquiree’s identifiable assets
and liabilities is recorded as goodwill in the combined statements of financial position. In instances where
the Jatter amount exceeds the former, the excess is recognised as a gain on bargain purchase in profit or
loss on the acquisition date.

Non-controlling interests

Non-controlling interests represent the equity in subsidiaries not attributable, direcily or indirectly, to the
common controlling shareholders of the Company and are presented separately in the combined
statements of financial position within equity.

Losses attributable to the non-controliing interests are allocated to the non-controlling interests even if the
losses cause the non-controlling interest to have a deficit balance.

Transactions eliminated on combination

Intra-group balances and transactions, and any unrealised income and expenses arising from intra-group
transactions are eliminated in preparing the combined financiai statements.
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5.
5.1

(e)

(f)

5.2

Significant accounting policies {cont’d)
Basis of combination (cont’d)
Equity transactions with non-controlling interests

Changes in the Group's interests in a combining entities that do not result in a loss of control are accounted
for as equity transactions. In such circumstances, the carrying amounts of the controfling and non-
controlling interests are adjusted to reflect the changes in their relative interests in the combining entity.
Any difference between the amount by which the non-controlling interest is adjusted and the fair vaiue of
consideration paid or received is recognised directly in equity and atiributed to the comman controlling
shareholders.

Loss of control

Upon the loss of control of a subsidiary, the Group derecognises the assets and liabilities of the former
subsidiary, any non-controlling interests and the other components of equity related to the former
subsidiary from the combined statemenis of financial position. Any surplus or deficit arising on the loss of
control is recognised in profit or loss. I the Group retains any interest in the former subsidiary, then such
interest is measured at fair value at the date that control is lost. Subsequently, it is accounted for as an
equity-accounted investee or as a financial asset depending on the level of influence retained.

Investment in an associate

An associate s an entity over which the Group has significant influence but not control or joint control,
generally accompanying a shareholding of between 20% and 50% of the voting rights. Investments in
associates are accounted for using the equity method of accounting. Under the equity method, the
investment in an associate is initially recognised at cost, and adjusted thereafter to recognise the Group's
share of the post-acquisition profits or losses of the associate in profit or loss, and the Group's share of
movements in other comprehensive income of the associate in other comprehensive income. Dividends
received or receivable from an associate are recegnised as a reduction in the carrying amount of the
investment. When the Group's share of losses in an associate equals or exceeds its interests in the
associate, including any long-term interest that, in substance, form part of the Group's net investment in
the associate, the Group dees not recognise further fosses, unless it has incurred legal or constructive
obligations or made payments on behalf of the associate. The Group's investiment in an associate includes
goodwill identified on acquisition.

The Group determines at each reporting date whether there is any objective evidence that the investment
in the associate is impaired. An impairment loss is recognised for the amount by which the carrying amount
of the associate exceeds it recoverable amount. The Group presents the impairment loss adjacent to
‘share of profit/(ioss) of an associate’ in the combined statements of comprehensive income.

Profits and losses resulting from upstream and downstream transactions between the Group and its
associate are recognised in the Group's combined financial statements only to the extent of unrelated
investor's inferests In the associates. Unrealised losses are eliminated unless the transaction provided
evidence of an impairment of the asset transferred.
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52

53

(a)

(b)

(c)

Significant accounting policies {cont’d)
Investment in associate (cont’'d}

When the Group ceases to equity account its asscciate because of a loss of significant influence. any
retained interest in the entity is remeasured to its fair value with the change in carrying amount recognised
in profit or loss. This fair value becomes the initial carrying amount for the purposes of subsequently
accounting for the retained interest as a financial asset. In addition, any amoeunt previously recegnised in
other comprehensive income in respect of the entity is accounted for as if the Group had directly disposed
of the related assets or liabilities. This may mean that amounts previously recognised in other
comprehensive income are reclassified to profit or loss.

if the ownership interest in associate is reduced but significant influence is retained, only a proportionate
share of the amounts previously recognised in cther comprehensive income is reclassified to profit or joss
where appropriate.

Dilution gains and losses arising in investments in associates are recognised in the profit or loss.
Foreign currencies
Functional and presentation currency

ltems included in the financial statements of each of the entities of the Group are measured using the
currency of the primary economic environment in which the entity operates (“the functional currency™).
The combined financial statements are presented in Ringgit Malaysia, which is the functional and
presentation currency of the Company.

Foreign currency transactions and balances

Transactions in foreign currencies are converted intc functional currency at rates of exchange ruling at
the transaction dates. Monetary assets and liabilities in foreign currencies at the end of each reporting
pericd are translated into functional currency at rates of exchange ruling at that date. All exchange
differences arising from the settlement of foreign currency transactions and from the transtation of foreign
currency monetary assets and liabilities are included in prefit ar loss in the period in which they arise.
Non-moenetary items initiaily denominated in foreign currencies, which are carried at historical cost, are
ranslated using the historical rate as of the date of acquisition, and non-monetary items, which are carried
at fair vatue are translated using the exchange rate that existed when the values were determined for
presentation currency purposes.

Foreign operations
Financial statements of foreign operations are translated at year end exchange rates with respect to their

assets and liabilities, and at exchange rates at the dates of the transactions with respect to the profit or
loss. All resulting transiation differences are recognised as a separate component in equity.
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5.

5.4

Significant accounting policies (cont’d}
Property, plant and equipment and depreciation

All property, plant and equipment are initially measured af cost. For a purchased asset, cost comprises
purchase price plus all directly attributable costs incurred in bringing the asset to its present location and
condition for management's intended use. For a self-constructed asset, cost comprises all direct and indirect
costs of construction (including provision for restoration and cost of major inspection) but excludas internal
profits.

Subsequeni costs are included in the asset’s carrying amount or recognised as a separate asset, as
apprepriate, only when the cost is incurred and it is probable that the future economic benefits associated
with the asset will flow to the Group and the cost of the asset can be measured refiably. The carrying amount
of parts that are replaced is derecognised. The costs of the day-to-day servicing of property, plant and
equipment are recognised in profit or loss as incurred.

All property, plant and equipment except for freehold land and capital work-in-progress, are subsequenily
measured at cost less accumulated depreciation and accumulated impairment losses, i any.

Depraciation of an asset begins when it is available for use, i.e. when it is in the location and condition
necessary for it to be capable of operating in the manner intended by management. Freghold land has
untimited life and s not depreciated but are subject to impairment test if there is any indication of impairment.
Capital work-in-progress is not depreciated until such time when the asset is available for use. All other
property, plant and equipment are depreciated by allocating the depreciable amount of a significant
component or of an item over the remaining useful life.

Depreciation is computed cn the straight-line basis over the estimated useful lives of the assets as follows:

Leasehold lands Over the lease period of 43 or 47 years
Buildings and improvements Over the lease period of the lands or 50 years (2%)

whichever is shorter
Plant and machinery 10% - 25%
Factory equipment and electrical installation 4% - 12.5%
Motor vehicles 12.5% - 20%
Office equipment, furniture and fittings 10% - 25%
Signboard 10%

At the end of each reporting period, the carrying amount of an item of property, plant and equipment is
assessed for impairment when events or changes in circumstances indicate that its carrying amount may not
be recoverable. A write down is made if the carrying amount exceeds the recoverable amount (refer (o Note
5.8(b) to the combined financial statements on impairment of non-financial assets).

The residual values, useful life and depreciation method are reviewed at each financial year end to ensure
that the amount, method and period of depreciation are consumption of the future economic benefits
embodied in the items of property, plant and equipment.

Fully depreciated assets are retained in financial statements until the assets are no longer in use.
An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits

are expected from its use or disposal. The difference between the net disposal proceeads, if any and the net
carrying amount is included in the profit and loss in the year the asset is derecognised.
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5.

5.5

5.6

Significant accounting policies (cont’d)

Inventories

Inventories are stated at the lower of cost and net realisable value. Costs incurred in bringing the
inventories {o their present location and condition are determined using first-in, first out method. The cost
comprises purchase price and directly attributable costs of bringing the inventories to their present location
and condition. For manufactured goods, cost includes cost of raw material, conversion costs of labour
and variable and a propoertion of fixed production overheads.

Net realisable value is the estimated selling price in the ordinary course of business less the estimated
costs necessary to make the sale.

Financial instruments

Financial assets and financial liabilities are recognised in the statements of financizl position when the
Group has become a party to the contractual provisions of the instruments.

Financial assets

Classification

The Group determines the classification of financial asset upon initial recognition.
The Group classifies its financial assets in the following measurement categories:

- those to be measured at amortised cost; and

- those to be measured subsequently at fair value (either through other comprehensive income or
through profit or loss).

(iy Measurement of financial asset at amortised cost

At initial recognition, the Group measures a financial asset at amortised cost at its fair value plus
transactions costs that are directly attributable to the acquisition of the financial asset.

Financial assets that are debt instruments are measured at amortised cost if they are held within a
business model whose objective is to collect contractual cash flows and have contractuai terms which
give rise on specific dates to cash flows that are solely payments of principal and interest on the
principal amount outstanding.

Subsequent to initial recognition, financial assets are measured al amortised cost using effective
interest method. Gains and losses are recognised in profit or loss through the amortisation process
and when the financial assets are impaired or derecognised.

(i Measurement of financial asset subsequently at fair value

Financial assets that are debt instruments are measured at fair value through other comprehensive
income (FVTOCI) if they are held within a business model whose objectives are to collect contractual
cash flows and selling the financial assets, and have contractual terms which give rise on specific
dates to cash flows that are solely payments of principa! and interest on the principal amount
ouistanding.
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58

(a}

Significant accounting policies (cont’d)

Financial instruments {cont’d)

Financial assets (cont'd)

(i)

Measurement of financial asset subsequently at fair value {cont’d)

Subsequent to initial recognition, financial assets that are debt instruments are measured at fair value.
Any gains or losses arising from the changes in fair value are recognised in other comprehensive
income, except for impairment losses, exchange differences and interest income which are
recognised in profit or loss. The cumulative gain or loss previously recognised in other
comprehensive income is reclassified from equity to profit or loss as a reclassification adjustment
when the financial asset is derecognised.

Financial assets that are debt instruments, which do not satisfy the requirements to be measured at
amortised cost or FVTOCI are measured at FVTPL. Any gains or losses arising from the changes in
fair value are recognised in profit or loss.

The Group does not have any financial assets measured at FVTOC! and FVTPL as at the end of
each reporting period.

Equity instruments are classified as financial assets measured at FVTPL if they are held for trading
or are designated as such upon initial recognition. Equity instruments are classified as held for trading
if they are acquired principally for sale in the near term or are derivatives that do not meet the hedge
accounting criteria (including separated embedded derivatives}. The Group has an option to elect an
irevocable option o designate its equity instruments at initial recognition as financial assets
measured at FVTOCI if the equity instruments are not heid for trading.

Subsequent to initial recognition, financial assets that are equity instruments are measured at fair
value. Any gains or losses arising frem the changes in fair value are recognised in profit or loss for
equity instruments measured at FVTPL. As for equity instruments measured at FVTOCI, any gains
or losses arising from the changes in fair value are recognised in other comprehensive income and
are not subsequently transferred to profit or loss.

The Group does not have any equity instrument measured at FVTPL and FVTOC!H as at the end of
the reporting period.

Cividend on equity instruments are recognised in profit or loss when the right to receive payment is
established.

Afinancial asset is derecognised when the contractual right to receive cash flows from the financial asset

has expired. On derecognition of a financial asset in its entirety, the difference between the carrying

amount and the sum of consideration received (including any new asset obtained less any new liability
assumed) and any cumulative gain or loss that had been recognised directly in other comprehensive

income shall be recognised in profit or loss.

A regular way purchase or sale is a purchase or sale of a financial asset under a contract whose terms

require delivery of the asset within the time frame established generally by regulation or marketplace
convention.

A regular way purchase or sale of financial assets shall be recognised and derecognised, as applicable,

using trade date accounting.
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5.
5.6

(b)

(c)

5.7

Significant accounting policies {cont’d)
Financial instruments (cont’d)
Financial liabilities

Financial liabilities are classified according to the substance of the contractual arrangemenis entered into
and meet the definition of a financial liability.

Financial liabilities are classified as either financial fiabilities at fair value through profit or loss or other
financial liabilities.

The Group has not designated any financial liabilities at fair value through profit or loss.

Financial liabilities classified as other financial liabilities comprises non-derivative financial liabilities that
are neither held for trading ner initially designated as at fair value through profit or loss.

Gther financial liabilities are recognised initially at fair value, net of directly attributable transaction costs
and subsequently measured at amortised cost using the effective interest method.

Gain or losses on other financial liabilities are recognised in profit or loss when the financial liabilities are
derecognised and through the amortisation process.

A financial liability is derecegnised when, and only when, it is extinguished, i.e. when the obligation
specified in the contract is discharged or cancelled or expires. An exchange between an existing borrower
and iender of debt instruments with substantially different terms are accounted for as an extinguishment
of the original financial liability and the recognition of a new financial liability. Similarly, a substantial
modification of the terms of an existing financial liability is accounted for as an exiinguishment of the
criginal financial liability and the recognition of a new financial liabiity.

Any difference between the carrying amount of financial liability extinguished or transferred to another
party and the censideration paid, including any non-cash assets transferred or liabtlities assumed, is
recognised in profit or loss. ’ '

Offsetting

Financial assets and financiai liabilities are offset and the net amount presented in the statements of financial
position when, and only when, there is a legally enforceable right to set off the amounts and it intends either
to settie them on a net basis or to realise the asset and settie the liability simuitaneously.

Cash and cash equivalents

Cash and cash eguivalents comprise cash in hand, cash at banks, fixed deposits with licensed banks,
demand deposits, and short-term, highly liquid investments, if any, that are readily convertible to known
amounts of cash and which are subject to an insignificant risk of changes in value. For the purpose of the
statements of cash flows, cash and cash equivalents are presented net of bank overdrafts, and pledged
deposits, if any.
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5.8 Impairment

{a) Impairment of financial assets

The Group recognises an impairment loss allowance for expected credit losses on a financial asset that
is measured at amortised cost.

The Group assesses at each financial year end whether there has been a significant increase in credit
risk for the financial assets by comparing the risk of default occurring over the expeacted life with the risk
of default since initial recognition.

in determining whether credit risk on a financial asset has increased significantly since initial recognition,
the Group uses historical experience and other supportive information to assess deterioration in credit
quality of a financial asset. The Group assesses whether the credit risk on a financial asset has increased
significantly on an individual or collective basis. For collective basis evaluation, financial assets are
grouped on the basis of similar risk characteristics.

The Group considers past loss experience and observable data such as current changes and future
forecasts in economic conditions to estimate the amount of expected impairment loss. The methodology
and assumptions including any forecasts of fulure economic conditions are reviewed regularly.

The amount of impairment loss {if any} is measured as the probability-weighted present value of all cash
shortfalls over the expected life of the financia! asset discounted at its original effective interest rate. The
cash shorifall is the difference between all contractual cash flows that are due to the Group and all the
cash flows that the Group expects to receive. The carrying amount of the financial asset s reduced
through the use of an allowance account and the impairment loss is recognised in profit or loss. When a
financial asset becomes uncollectible, it is written off against the aillowance account.

The Group measures the impairment loss on financial assets other than trade receivables based on the
two-step approach as follow:

(i) 12-months ECL

For a financial asset for which there is no significant increase in credit risk since initial recognition,
the Group shall measure the allowance for impairment for that financial asset at an amount based
on the probability of default occurring within the next 12 months considering the loss given default
of that financial asset.

(iiy  Lifetime ECL

For a financial asset for which there is a significant increase in credit risk since initial recognition, a
lifetime ECL for that financial asset is recognised as allowance for impairment by the Group. If, in
a subsequent period the significant increase in credit risk since initial recognition is no longer
evident, the Group shall revert the loss allowance measurement from lifetime ECL to 12-months
ECL.
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5.

5.8

(a)

(b)

Significant accounting policies (cont’d)
Impairment {cont’d)
impairment of financial assets (cont’'d)

if in a subsequent period, the credit quality improves and reverses any previously assessed significant
increase in credit risk since initial recognition, then the impairment loss reverts from lifetime ECL to 12-
months ECL.

For trade receivables, the Group recognises impairment foss based on simplified approach and measures
impairment loss based on lifetime ECL at each reporting date until the financial assets are derecognised.

Impairment of non-financial assets

The carrying amount of assets, cther than those to which MFRS 136, ‘Impairment of Assets’ does not
apply, are reviewed at the end of each reporting period to determine whether there is any indication of
impairment. If any such indication exists, the asset's recoverable amount is estimated.

Goodwill that have an indefinite usefui life are tested annuaily for impairment or more frequently if avents
or changes in circumstances indicate that the goodwill might be impaired.

The recoverable amount of an asset is estimated for an individual asset. Where it is not possible to
estimate the recoverable amount of the individual asset, the impairment test is carried out on the cash
generating unit ("CGU") to which the asset belongs. Goodwill acquired in a business combination is from
the acquisition date, allocate to each of the CGU or groups of CGU of the Group that are expected to
benefit from the synergies of the combination giving rise to the goodwill irrespective of whether other
assets or liabilities of the acquire are assigned to those units or groups of units.

Goodwilt acquired in a business combination shall be tested for impairment as part of the impairment
testing of CGU to which it relates. The CGU to which goodwill is allocated shall represent the towest level
within the Group at which the goodwill is menitored for internal management purposes and not larger than
an operating segment.

The recoverable amount of an asset cr CGU is the higher of its fair value less cost to sell and its value in
use.

In estimating the vaiue in use, the estimated future cash inflows and cutflows to be derived from continuing
use of the asset and from its ultimate disposal are discounted to their present value using a pre-tax
discount rate that reflects current market assessment of the time value of money and the risks specific to
the asset for which the future cash flow estimates have not been adjusted. An impairment loss is
recognised in profit or loss when the carrying amount of the asset or the CGU, including the goodwill,
exceeds the recoverable amount of the asset or the CGU. The total impairment loss is allocaied, first, to
reduce the carrying amount of any goodwill allocated to the CGU and then to the other assets of the CGU
on a pro-rata basis of the carrying amount of each asset in the CGU.
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5.

5.8

(b)

5.9

5.10

Significant accounting policies (cont’'d)}

Impairment (cont’d)

Impairment of non-financial assets (cont'd)

The impairment loss is recognised in profit or loss immediataly.

An impairment loss on goodwill is not reversed in subsequent periods. An impairment loss for other assets
is reversed if, and cnly if. there has been a change in the estimates used to determine the assets’
recoverable amount since the last impairment loss was recognised.

An impairment loss is reversed only to extent that the asset's carrying amount does not exceed the
carrying amount that would have been determined, net of depreciation or amortisation, if no impairment
ioss had been recoegnised. Such reversals are recognised as income immediately in profit or loss.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which
are assets that necessarily take a substantial period of time to get ready for their intended use or sale, are
capitalised as part of the cost of those assets. Capitalisation of borrowing costs is suspended or ceases when
substantially ali the activities necessary to prepare the qualifying asset for its intended use or sales are
interrupted or completed.

The amouni of borrowing costs eligible for capitalisation is the actual borrowing costs mcurred on the
borrowing during the peried iess any investment income on the temporary investrent of the barrowing.

Ail other borrowing costs are recognised in profit or joss in the pericd in which they are incurred.

Leases

The Group as lessee

Policy applicable from 1 January 2019

The Group assesses whether a centract is or contains a lease, at incepticn of a contract. The Group
recognises a right-of-use asset and corresponding lease liability with respect to ail lease agreements in
which it is the lessee, except for low-value assets and shori-term leases with 12 months or less. For these
leases, the Group recognises the lease payments as an operating expense on a straight-line method over

the term of the lease unless another systematic basis is more representative of the time pattern in which
economic benefits from the leased assets are consumed.
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5.10

Significant accounting policies (cont'd)

Leases {cont’d}

The Group as lessee (cont’d)

Policy applicable from 1 January 2019 {(cont’d)

The Group determines the lease term as the non-cancetlable period of a lease, together with both:

(a) periods covered by an opinion to extend the tease if the lessee is reascnably certain to exercise
that option; and

{b) periods covered by an opticn to terminate the lease if the lessee is reasconably certain not to
exercise that option.

In assessing whether a lessee is reasonably certain io exercise an option to extend a lease, or not to
exercise an option to terminate a lease, the Group considers all relevant facts and circumstances that
create an economic incentive for the lessee {0 exercise the option to extend the lease, or not to exercise
the option to terminate the lease. The Group revises the lease term if there is a change in the non-
cancellable period of a lease.

The Group recognises a right-of-use asset and a lease liability at the lease commencement date. The
right-of use assets and the asscciated lease fiabilities are presented as a separate line item in the
statements of financial position.

The right-of-use asset is initially measured at cost. Cost includes the initial amount of the corresponding
lease liability adjusied for any lease payments made at or before the commencement date, plus any initial
direct costs incurred less any incentives received.

The right-of-use asset except for capital work-in-progress, is subsequently measured at cost less
accumulated depreciation and any impairment losses, and adjustment for any remeasurement of the
lease liability. Capital work-in-progress is not depreciated until such time when the asset is availabie for
use. The depreciation starts from the commencement date of the lease. If the lease transfers ownership
of the underlying assat to the Group or the cost of the right-of-use asset reflects that the Group expects
to exercise a purchase option, the related right-of-use asset is depreciated over the useful life of the
underlying asset. Otherwise, the Group depreciates the right-of-use asset lo the earlier of the end of the
lease term or the end of the useful life of the right-of-use asset.

The estimated useful lives of the right-of-use assets are determined on the same basis as those property,
plant and equipment, as follows:

Leasehold lands Over the lease period of 43 or 47 years
Buildings and improvements Cver the remaining lease period of the lands
Plant and machinery 10% - 25%
Motor vehicles 12.5% - 20%

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted by using the rate implicit in the tease. If this rate cannot be readily
determined, the Group uses its incremental borrowing rate.

30
239



Registration No : 202001036243 (1392564-D)

12,

ACCOUNTANTS' REPORT (cont'd)

Yew Lee Pacific Group Berhad
(incorporated in Malaysia)
Registration No. 202001036243 (1392564-D)

Accountants’ Report (Cont’'d}

Notes to the Combined Financial Statements (Cont'd)

5.

5.10

511

Significant accounting policies (cont'd)

Leases (cont’d)

The Group as lessee (cont’d)

Policy applicable from 1 January 2019 {cont'd)

The Tlease lability is subsequently measured at amortised cost using the effective interest method. It is
remeasured when there is a change in the future lease payments {other than lease modification that is
not accounted for as a separate lease} with the corresponding adjustment is made to the carrying amount
of the right-of-use asset or is recognised in profit or loss if the carrying amount has been reduced to zero.

The Group also applies the recognition exemption to its shori-term leases (i.e. those leases that have a
lease term of 12 months or less from the commencement date and do not contain a purchase option) and
lease of low-value assets. Lease paymenis cn short-term leases and leases of low value assets are
recognised as expense on a straight-line basis over the lease term.

Policy applicable prior to 1 January 2019
{(a) Finance lease

Finance leases, which transfer to the Group substantially all the risks and rewards incidental to
ownership of the leased item, are capitalised at the inception of the lease at the fair value of the
leased asset or, if lower, at the present value of the minimum lease payments. Any initial direct
costs are also added to the amount capitalised, lease payments are apportioned between the
finance charges and reduction of the lease liability so as to achieve a constant rate of interest on
the remaining balance of the liability. Finance charges are charged to the profit of loss.

Leased assetls are depraciated over the estimated useful lives of the assets. However, if there is
no reasonable certainty that the Group will obtain ownership by the end of the lease term, the asset
is depreciated over the shorter of the estimated useful life and the lease term.

(b) Operating lease
Operating iease payments are recognised as an expense in the profit or loss cn the straight-line
basis over the lease term. The aggregate benefit of incentives provided by the lessor is recognised
as a reduction of rental expense over the lease term on the straight-line basis.

Equity

An equity instrument is any contract that evidences a residual interest in the assets of the Group after
deducting all of its liabilities. Ordinary shares are equity instruments.

Ordinary shares are recorded at the proceeds received at issuance. Transaction costs directly related to the
issuance of equity instrument are accounted for as a deduction from equity, net of any related income tax
benefit. Otherwise, they are chargad to profit or loss.

Interim and final dividends to shareholder are recognised in equity in the period in which they are authorised
for issuance.
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5.11

5.12

(a)

(b}

5.13

()

(b)

Significant accounting policies (cont’d)
Equity {cont'd)

The Group measures a liability {o distribute non-cash assets as a dividend to the owners of the Group at the
fair value of the assets to be distributed. The carrying amount of the dividend is remeasured at the end of
each reporting period and at the settlement date, with any changes recognised directly in equity as
adjustments to the amount of the distribution. On settlement of the transaction, the Group reccgnises the
difference, If any, between the carrying amounts of the assets distributed and the carrying amount of the
fiability in profit or ioss.

All transactions with owners of the Greup are recorded separately within equity.
Revenue from contracts with customers

Revenue from contracts with customers is recognised by reference to each distinct performance obligation
promised in the contract with custormer when or as the Group transfers control of the goods or services
promused in a contract and the customer obtains control of the goods or services Revenue from contracts
with customers is measured at its transaction price, being the amount of consideration to which the Group
expects to be entitled in exchange for transferring promised goods or services to a customer, net of tax,
returns, rebates and discounts. The transaction price is allocated to each distinct good or service promised
in the contract. Depending on the terms of the contract, revenue is recognised when the performance
obligation is satisfied, which may be at a point in time or ocver time.

Sales of goods

Revenue from sale of geods is recognised at the peint in time when control of the asset is transferred 1o the
customer, generally on delivery of the goods. Revenue is recognised at an amount that reflects the
consideration to which the Group expects to be entitled in exchange for those goods.

Interest income

Interest is recognised on an accrual basis using the effective interest method.

Employee benefits

Short-term employee benefits

Wages, salaries, paid annual leave, bonuses and social security contributions are recognised as an expense
in the year in which the asscciated services are rendered by employees of the Group. Shori-term non-
accumuiating compensated absences such as sick leave are recognised when the absences occur,
Bonuses are recognised as an expense when there is a present, legal or constructive obligation 1o make such
payments, as a result of past events and when a reliable estimate can be made of the amount of the
obligation.

Defined contribution plans

The Company and its subsidiaries incorporated in Malaysia make contributions to a statutory provident fund
in Malaysia; and the foreign operations make contribution to their respective statutory post-employment

schemes. The contributions are recognised as liabilities after deducting any contributions already paid and
as expenses in the period in which the employees render their services.
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Notes to the Combined Financial Statements {Cont’d)

5.

Significant accounting policies (cont’d)

5.14 Taxes

(2)

(b)

Current tax

Current tax expenses are determined according to the tax laws of the jurisdiction in which the Group operates
and include all taxes based upon taxable profit and real property gains taxes payable on disposal of
properties, if any.

Current income tax assets and liabilities are the expected amount to be recovered from or paid to the taxaticn
authorities at the end of the reporting period.

Deferred tax

Deferred tax is recognised in full using the Hability method on temporary differences arising between the
carrying amount of an asset or liability in the statements of financial position and its tax base.

Deferred tax is recognised for ali temporary differences, unless the deferred tax arises from the initial
recognition of an asset or liability in a transaction which is not a business combination and at the time of
transaction, affects neither accounting profit nor taxabie profit,

A deferred tax asset is recognised only {o the extent that it is probable that taxable profit weuld be available
against which the deductible temporary differences, unused tax losses and unused tax credits can be utilised.
The carrying amount of a deferred tax asset is reviewed at the end of each reporting period. if it is no longer
probable that sufficient taxable profit would be available to allow the henefit of part or al! of that deferred tax
asset to be utilised, the carrying amount of the deferred tax asset would be reduced accordingly. VWhen #
becomes probable that sufficient taxable profit would be available, such reductions would be reversed to the
extent of the taxable profit.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax
assets against current tax liabilities and when the deferred income taxes relate to the same taxation authority
on either the same taxable entity or different taxable entities which intend either to settle current tax liabilities
and assets on a net basis, or to realise the assets and settle the liabilities simulianeously, in each future period
in which significant amounts of deferred tax liabilities or assets are expected tc be settled or recoverad.

Deferred tax would be recognised as income or expense and included in profit or loss for the period uniess
the tax related to items that are credited or charged, in the same or a different period, directly to equity, in
which case the deferred tax would be charged or credited directly to equity.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year when
the asset is realised or the liability is settled, based on the announcement of tax rates and tax laws by the
Government which have the substantive effect of actual enactment by the end of each reporting period.

33
242



Registration No : 202001036243 (1392564-D)

12,

ACCOUNTANTS' REPORT (cont'd)

Yew Lee Pacific Group Berhad

{Incorporated in Malaysia)
Registration No. 202001036243 (1392564-D)

Accountants’ Report (Cont’d)
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5.

5.15

Significant accounting policies {cont’d)
Earnings per ordinary share (“EPS”)

Basic EPS is calculated by dividing the net profit or loss attributable to ordinary shareholders of the
Cempany by the weighted average number of ordinary shares outstanding during the period, adjusted for
own shares held.

Diiuted EPS is determined by adjusting the net prefit or loss attributable to ordinary shareholders and the
weighted average number of ordinary shares outstanding, adjusted for own shares held, and the effects
of all dilutive potential ordinary shares.

5.16 Segment reporting

5.17

Operating segments are reported in a manner consistent with the internal reporting provided to the chief
operating decision maker. The chief operating decision maker is the person or group that aliccates rescurces
and assesses the performance of the operating segments of an entity.

Segment revenue, expense, assets and labilities are those amount resulting from the operating activities of
a segment that are directly attributable to the segment and the relevant portion that can be zliocated on a
reasonable basis to the segment. Segment revenue, expense, assets and liabilities are determined before
intra-group balances and intra-group transactions are eliminated as part of the consolidation process, except
to the extent that such intra-group balances and transactions are between group enterprises within a singie
segment.

Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date, regardless of whether that price is directly
observable or estimated using a valuation technique. The measurement assumes that the transaction takes
place either in the principal market or in the absence of a principal market, in the most advantageous market.
For non-financial asset, the fair value measurement takes into account a market's participant's ability to
generate economic benefits by using the asset in its highest and best use or by selling it to another market
participant that would use the asset in its highest and best use.

For financial reporting purposes, the fair value measurements are analysed into teve! 1 to level 3 as foliows:

Level 1: Inputs are quoted prices (unadjusted) in active markets for identical assets or liabitity that
the entily can access at the measurement date;

tevel 2 Inputs are inputs, other than quoted prices included within level 1, that are observable for
the asset or liability, either directly or indirectly; and

Level 3: inputs are unobservable inputs for the asset or liability.

The transfer of fair value between levels is determined as of the date of the event or change in circumstances
that caused the transfer.
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Accountants’ Report (Cont’d)

Notes to the Combined Financial Statements (Cont'd)

5. Significant accounting policies (cont’d)

518 Contingencies

A contingent liability or asset is a possible obligation or asset that arises from past events and whose
existence will be confirmed only by the occurrence or non-occurrence of uncertain future event(s) not wholly
within the control of the Group.

Contingent liabilities or assels are not recognised in the statements of financial positicn of the Group.

5.19 Related parties

A party is related to an entity {referred to as the “reporting entity”) if:

{i A person or a close member of that person's family:

is a member of the key management personnel of the reporting entity or of a parent of the
reporiing entity;

has conirol or joint cantral over the reperting entity; or

has significant influence over the reporting entity.

(i) Any one of the following condition applies:

{a)

the entity and the reporting entity are members of the same group (which means that each
parent, subsidiary and fellow subsidiary is related to the others).

either entity is an associate or joint venture of the other entity {or of @ member of a group of
which the other entity is a member).

both entities are joint ventures of a third entity.

either entity is a joint venture of a third entity and the other entity is an associate of the third
entity.

the entity is a post-employment benefit plan for the benefit of employees of either the reporting
entity or an entity refated to the reporting entity. {f the reporting entity is itself such a pian, the
sponsoring employers are also related to the plan.

the entity is controiled or jointly controlled by a person identified in (i}.

a person identified in (i)(b) has significant influence aver the entity or is a member of the key
management personnel of the entity (or of a parent of the entity)

the entity, or any member of a group of which it is part, provides key management persannel
services to the reporting entity or to the parent of the reporting entity.

(i Directly, or indirectly through one or more intermediaries, the party:

controls, is controlled by, or is under common centrol with, the Company (this includes
parents, subsidiaries, fellow subsidiaries and fellow assgciates and joint veniures);

has an interest in the entity that gives it significant influence over the entity; or

has joint control over the entity.
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5.

5.19

5.20

Significant accounting policies {cont’d)
Related parties (cont’d)

Key management persennel are those persons having authority and responsibility for planning, directing and
controlling the activities of the entity, directly or indirectly, including any director (whether executive or
otherwise) of that entity.

Close members of the family of an individual are those family members who may be expected to influence,
or be influenced by, that individual in their dealings with entity and include

(B that person’s children and spouse or domestic partner;
(i) children of that person’s spouse or domestic partner; and
(i)  dependants of that person or that persor's spouse or domestic partner.

Current versus non-current ciassification

Assets and liabilities in statement of financial position are presented based on current/non-current
classification. An asset is current when it is:

(i) Expected to be realised or infended to sold or consumed in normal operating cycle;

(i)  Held primarily for the purpose of trading;

(iiiy  Expected o be realised within twelve months after the reporting period; or

(iv)  Cash or cash equivalent unless restricted from being exchanged or used tc settle a liability for at
twelve months after the reporting period.

All other assets are classified as non-current. A liability is current when:

{i) It is expected to be settled in normal operating cycle;

(iy  Itis held primarily for the purpose of trading;

(ii}  Itis due to be settled within twelve months after the reporting period; or

(iv}  There is no unconditional right to defer the settiement of the liability for at least twalve months after
the reporting period.

All other liabilities are classified as non-current.

Deferred tax assets and liabilities are classified as non-current assets and liabilities.

36
245



Registration No : 202001036243 (1392564-D)

12, ACCOUNTANTS' REPORT (cont'd)

Yew Lee Pacific Group Berhad

(Incorporated in Malaysia)
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Accountants’ Report (Cont’d)

Notes to the Combined Financial Statements (Cont’d)
6. Significant accounting judgements and estimates

There are no significant areas of estimation uncertainty and critical judgements in applying accounting
policies that have significant effect on the amounts recognised in the financial statements other than those
disclosed below.

Estimates and underlying assumptions are reviewed on an cngoing basis. Revisions to accounting
estimates are recognised in the period in which the estimates are revised and in any future periods
affected.

(a) Inventories costing

In determining the costing of inventories, management'’s judgement is required in determining the basis of
valuation for finished goods and work-in-progress which comprise costs of raw materials, direct tabour, other
direct costs, and the appropriate allocation of overheads based on normat operating capacity.

(b)  Written-down of inventories

Reviews are made pericdically by management on damaged, obsolete and slow-moving inventories. These
reviews require judgement and estimates. Possible changes in these estimates could result in revisions to
the valuation of inventories.

(c} Impairment of trade receivables

The Group uses the simplified approach to estimate a lifetime expected credit loss allowance for all trade
receivables. The Group develops the expecied loss rates based on the payment profiles of past sales and
the correspending historical credit losses, and adjusts for gualitative and quantitative reasonable and
supportable forward-looking information. If the expectation is different from the estimation, such difference
will impact the carrying value of trade receivables.

{d) Taxes

There are certain transactions and computations for which the ultimate tax determination may be different
from the initial estimate. The Group recognises tax liabilities based on its undertaking of the prevailing tax
laws and estimates of whether such taxes will be due in the ordinary course of business. Where the final
outcome of these matters is different from the amounts that were initially recognised, such difference will
impact the income tax and deferred tax provisions in the year in which such determination is made.
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Registration No : 202001036243 (1392564-D)

12, ACCOUNTANTS' REPORT (cont'd)

Yew Lee Pacific Group Berhad
{Incorporated in Malaysia)
Registration No. 202001036243 (1392564-D)

Accountants’ Report (Cont’d)

Notes to the Combined Financial Statements (Cont'd)

8. Right-of-use assets (cont'd)

(@) Security

The leasehold land and building with net carrying amount of RM6 473 218 {2020: RM6&,408,878; 2019;
RM6,550,223) were pledged as security for bank borrowings obtained from a licensed bank as disclosed

in Note 17 tc the combined financial state

(b} Extension options

ments.

Certain rented properties contain extension options exercisable by the Group between 1 to 2 years
before the end of the non-cancellable contract peried. The extension cptions held are exercisable only
by the Group and not by the lessors. The Group had included the extension options at the lease
commencement date as it is reasonably certain to exercise the extension options.

Q. Investment in an associate

Unquoted shares at cost
Share of post-acquisition profits
and reserves

2021 2020 2019 2018
RM RM RM RM
129,870 129,870 - -
322,037 90,776 - -
445,963 220,646 - -

Principal place of

Effective equity interest

IA)

Name business 2021 2020 2018 2018 Principal activity
Yew Lee Thailand" Thailand 45 45 - . Ditribution ofindustrial
rushes
™ Audited by a member of Ecovis International, which is separate and independent legal entity from

Ecovis Malaysia PLT.
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Registration No : 202001036243 (1392564-D)

12,

ACCOUNTANTS' REPORT (cont'd)

Yew Lee Pacific Group Berhad
{Incorporated in Malaysia)
Registration No, 202001036243 (1392564-D)

Accountanis’ Report (Cont’'d)

Notes to the Combined Financial Statements (Cont’d)

9.

Investment in an associate (cont’d)

The summarised financial information of the associate,
interest held by the Group, is as follows:

Assets and liabilities
Non-current assets
Current assets

Total assets

Non-current liabilities
Current liabilities

Total liabilities

Net asseis

Resuits

Revenue

Profit for the year

Total comprehensive income for the year

Share of net assets of the Group @ 45%

Elimination of unrealised profits

Goodwill arising from acquisition

Carrying amount in the combined statements of financial
position

47
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not adjusted for the proportion of ownership

2021 2020

RM RM
203,175 158,410
2,131,438 1,388,548
2,334,614 1,648,958
4,219 9,636
1,402 497 1,054,261
1,406,716 1,063,897
927,898 483,062

01.01.2021 to

28.03.2020 to

31.12.2021 31.12.2020
RM RM
4,878,206 2,769,019
497,701 457,728
444 837 457,123

2021 2020

RM RM
417,554 217,378
{8G,789) (114,930)
118,198 118,198
445,963 220,648




Registration No : 202001036243 (1392564-D)

12, ACCOUNTANTS' REPORT (cont'd)

Yew Lee Pacific Group Berhad
{Incorperated in Malaysia)
Registration No. 202001036243 {1382564-D)

Accountants’ Report (Cont’d)

Notes to the Combined Financial Statements (Cont’d)

10. Inventories
2021 2020 2019 2018
RM RM RM RM
At cost:
Raw materials 5,126,906 2,701,980 3872722 3,100,884
Packing materials 62,347 149 746 62,149 -
Work-in-progress 425 563 451 378 231,143 -
Finished goods 694,733 805,622 605,933 646,093
Trading goods 563,550 597.488 455,371 341,853
6,873,099 4706214 5,027,318 4,088,830
Recognised in profit or loss:
Inventories recognised as cost of
sales 23,148,913 19,715,799 14,699,692 14,038,268
Inventories written down 43,401 285,905 119,002 -
Inventories written back (133,444) {20,405) - -
The inventories written down and written back is included in cost of sales.
11. Trade receivables
2021 2020 2019 2018
RM RM RM RM
Trade receivables
Gross amount 9,173,239 8,951,526 7,067,973 7,099,358
Less: Alccumutated impairment (13,025) (19,025) {107,039) (107,039)
OE5Ees
9,160,214 8,932 501 6,960,934 8,992,319
(g} Movement in accumulated impairment losses on trade receivables are as follow:
2021 2020 2019 2018
RM RM RM RM
At 1 January 19,025 107,034 107,039 -
Impairment during the year
{Note 24) - 19,025 - 107,039
Whritten off during the year - (107.039) - -
Reversal during the year {8,000} - 7 - -
At 31 December 13,025 19,025 167,039 107,039
48
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Registration No : 202001036243 (1392564-D)

12, ACCOUNTANTS' REPORT (cont'd)

Yew Lee Pacific Group Berhad
(Incorporated in Malaysia)
Registration No. 202001036243 (1392564-D)

Accountants’ Report (Cont’d)

Netes to the Combined Financial Statements (Cont’d)

11. Trade receivables (cont’d)

{b}  Trade receivables are non-interest bearing and the normal trade credit terms granted by the Group
ranges from 30 to 90 days (2020: 30 to 90 days, 2019: 30 to 90 days; 2018 30 to §C days). Other
credit terms are assessed and approved on a case-by-case basis. They are recognised at their
original invoice amounts which represent their fair values on initial recognition.

(¢}  Included in trade receivables of the Group as at 31 December 2021 is an amount of RM1,287,166
(2020: RM908,247; 2019: Nil; 2018: Nil) owing by an associate of YLPM, which has been fully
repaid as of the date of this report.

{(d)  The currency exposure profile of trade receivables are disclosed in Note 30.3(a)(i) to the combined
financial statements.

{e)  The Group's credit risk and ageing analysis are disclosed in Note 30.3(b) to the combined financial

statements.
12. Other receivables, deposits and prepayments
2021 2020 2019 2018
RM Rm RM RM
Other receivables 18,874 49,395 17,648 305
Deposits 15,530 46,390 232,815 15,260
Prepayments 536,664 375,859 206,163 40,885
571,068 471,744 456,626 56,456
13. Fixed deposits with licensed banks

Fixed deposits with licensed banks at the end of each reporting year have a maturity period between
178 and 365 days (2020: 364 and 365 days; 2018: 366 days; 2018: 385 days) and have an effective
interest rate of 2.20% (2020: 1.87%; 2019: 3 85%,; 2018 4.28%) per annum.
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Registration No : 202001036243 (1392564-D)

12, ACCOUNTANTS' REPORT (cont'd)

Yew Lee Pacific Group Berhad
{Incorporated in Malaysia)
Registration No. 202001036243 (1382564-D)

Accountants’ Report {(Cont’d)

Notes to the Combined Financial Statements (Cont’'d)
14, Share capital and invested equity

(a) Share capital

2021
No. of
shares RM
Issued and fully paid:
At the beginning of financial year - -
Issuance of shares® 100 100
At the end of financial year 100 100

As disclosed in Note 4 lo the combined financial statements, the financial statements of the
Company had not been included in the combined financial statements for the financial year
ended 31 December 202G as the Company was only incorporated on 10 November 2020 to
facilitate the Listing. The assels, liabilitics, income and expenses of the Company for the
financial period ended 31 December 2020 are insignificant relative to those of the Group.

The Company's financial statements are inciuded in the combined financial statements for the
financial year ended 31 December 2021. The RMT100 issuance of shares above is the
Company's subsctiber shares on the incorporation of the Company.

(b} Invested equity

2021 2020 2019 2018
Number of ordinary shares
{units)
Issued and fully paid:
At the beginning and end of
financial year 350,000 350,000 350,000 350,000

Ordinary shares (RM)
Issued and fully paid:

At the beginning and end of
financial year 350,000 350,600 350,000 350,000

For the purpose of these combined financial statements, the invested equity at the end of the
respective financial years are the aggregate of the share capital of YLPM and YLPH.

15. Retained earnings

The retained earnings of the Group is available for distributions by way of cash dividends or dividends
in specie. Under the single-tier system of taxation, dividends payable to shareholders are deemed net
of income taxes. There are no potential income tax consequences to the Group that would result from
the payment of dividends to shareholders. The dividends would not be taxable in the hands of the
shareholders.

50
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Registration No : 202001036243 (1392564-D)

12,

ACCOUNTANTS' REPORT (cont'd)

Yew Lee Pacific Group Berhad
(Incorperated in Malaysia}
Registration No. 202001036243 (1392564-D)

Accountants’ Report {(Cont’d)

Notes to the Combined Financial Statements {Cont'd)

16.

17.

Non-controlling interests

The summarised financial information of non-controlling interest for PT Yew Lee Indonesia has not been
presented as the non-controliing interest of the subsidiary is not individually material to the Group.

Bank borrowings

Non-current
Secured:
Term loan |
Term loan |l
Term ioan il
Term loan 1V

Current

Secured:

Term lcan |

Term loan

Term loan It

Term loan 1V
Banker's acceptance

Total bank borrowings
Term loan |

Term loan li

Term loan 1}

Term loan IV

Banker's acceptance

Maturity of borrowings

- Not tater than one year

- More than one year to
five years

- More than five years

Note

17.1
1714
17.1
17.1
17.2

260

2021 2020 2019 2018
RM RM RM RM
4,065,516 4,218,230 4,404,791 4,498,991

150,550 161,211 173,078 181,097
1,151,185 - - -
2,568,251 - - -
7,935,502 4,379,441 4,577,869 4,680,088

152,964 147 763 86,787 71,423

10,608 10,2686 7,707 8,983
65,935 - - -
128,777 - - -
T - 235,000 -

358,284 158,029 329,494 78,386
4,218,480 4,365,993 4,491,578 4,570,414

161,158 171,477 180,785 188,060
1,217,120 - - -
2,697,028 - - -

- - 235,000 -
8,293,788 4.537.470 4,907,363 4,758,474

358,284 158,029 325 4904 78,386
1,566,755 689,605 425630 354,580
6,368,747 3,689,836 4,152,239 4,325,508
8,293,786 4,637,470 4,907,363 4,758,474
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Registration No : 202001036243 (1392564-D)

12,

ACCOUNTANTS' REPORT (cont'd)

Yew Lee Pacific Group Berhad

{Inccrporated in Malaysia}
Registration No. 202001036243 {1392564-D)

Accountants’ Report (Cont’d)

Notes to the Combined Financial Statements (Cont'd)

17.

Bank borrowings (cont’d)

17.1 Term loans

Term loan |
Term loan | is secured by the following:

(i) tst party legal charges over a piece of leasehold land and a factory building of the Group
as disclosed in Note 8 to the combined financial statements; and
(i) Joint and several guarantees provided by certain Directors of the Group.

Term loan 1 bears effective interest rate at 3.47% (2020: 3.47%; 201%: 4.72%; 2018: 4.97%) per

annum, and is repayable by 360 monthly instalments of RM24,744 each, with adjustments made
to the last instalments, commencing August 20186,

Term loan It

Term loan il is secured by the following:

0] 1st party charge over a freehold building of the Group as disclosed in Note 7 to the combined
financial statements; and

(i)  Joint and several guarantees provided by certain Directors of the Group.

Term joan Il bears effective interest rates at 3.27% (2020: 3.27%; 2019: 4.52%; 2018 4 77%) per

annum, and is repayable by 240 monthly instalments of RM1,310 each, with adjustments made

to the last instalments, commencing June 2018,

Term loan 11

Term loan Il is secured by the following:

(i) Joint and several guarantees provided by certain Directors of the Group.

Term loan |ll bears effective interest rates at 3.40% (2020: Nif; 2019: Nil; 2018: Nil) per annum,

and is repayabie by 180 monthly instalments of RM9,053 each, with adjustments made to the last

instalments, commencing February 2021.

Term joan IV

Term loan IV is secured by the following:

(i) 1st party charge over a building under construction of the Group as disclosed in Note 7 1o
the combinead financial statements; and

(i) Joint and several guarantees provided by certain Directors of the Group.

Term loan IV bears effective interest rates at 3.17% (2020: Nil, 2019: Nil; 2018: Nil) per annum,

and is repayable by 240 monthly instalments of RM17,701 each, with adjustments made to the
last instalments, commencing July 2021,

52
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Registration No : 202001036243 (1392564-D)

12, ACCOUNTANTS' REPORT (cont'd)

Yew Lee Pacific Group Berhad

{Incorperated in Malaysia)

Registration No. 202001036243 (1392564-D)

Accountants’ Report (Cont’d)

Notes to the Combined Financial Statements (Cont’d)

17. Bank borrowings (cont’d)

17.2 Banker's acceptance

Banker's acceptance is securad by the following:

0] 1st party legal charges over a piece of leasehold lang of the Group as disclosed in Note 8

to the combined financial statements; and

{iy  Joint and several guarantees by certain Directors of the Group.

Banker's acceptance bears an effective interest rate of Nil (2020: Nil; 2019: 3.77%; 2018: Nil) per

annum.

As of the date of this repert, the Group has received conditional approval from the relevant financiers to
discharge the personal guarantee provided by certain Directors, subject to the fulfillment of certain tarms
and conditions imposed by the financiers.

18. Leases

18.1 Lease liahilities

At t January

New lease liabilities in the
year

Lease interest (Note 23)
Less:

Lease payments

Disposal of a subsidiary
Reversai

Exchange differences

At 31 December

{(Under {Under (Under (Under
MFRS 16} MFRS 186) MFRS 186) MFRS 117)
2021 2020 2019 2018
RM RM RM RM
1,512,949 719,660 808,150 1,235,320
103,437 1,175,920 460,807 192,000
49,338 52,634 33,492 60,882
{826,561) (379,914) (582,038) (680.,052)
- {49,282) - -
(52,649) - - .
714 {6,059) (751) -
787,228 1,512,949 719,660 808,150
53
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Registration No : 202001036243 (1392564-D)

12, ACCOUNTANTS' REPORT (cont'd)

Yew Lee Pacific Group Berhad

{(incorperated in Malaysia}
Registration No, 202001036243 {1392564-D)

Accountants’ Report (Cont'd)

Notes to the Combined Financial Statements (Cont'd)

18. Lease {cont’d)

18.1 Lease liabilities {cont'd)

Future lease payments
payables:

- Not later than one year
- More than one to five years

Total future minimum lease
payments

Less: Future finance charges

Present value of minimum
lease payments

Payments due within 12
months, presented as
current

Non-current portion of lease
liabilities

Present value ¢f lease
liabilities

- Not later than one year

- Mere than one to five years

{Under {Under {Under {Under
MFRS 16) MFRS 16) MFRS 16} MFRS 117}
2021 2020 2019 2018
RM RM RM RM
330,757 563,605 301,538 486,023
510,626 1,056,252 478,805 375713
841,383 1,619,857 780,343 861,738
(54,155) (106,908} (680,683) {53,586)
787,228 1,512,949 719,660 808,150
{302,018) {510,738} (268,008} (459,262}
485,210 1,002,211 451,652 348 888
302,018 510,738 268,008 455,262
485210 1,002,211 451,652 348,888
787,228 1,512,949 719,660 808,150

(a) The net carrying amount of property, plant and eguipment and right-of-use assets of the
Group under lease labifities arrangements at the end of each reporting pericd are as follow:

Property, plant and
equipment

- Plant and machinery

- Motor vehicles

Right-of-use assets

- Plant and machinery
- Rented properties

- Motor vehicles

2021 2020 2019 2018
RM RM RM RM
N/A N/A N/A 767,685
N/A NIA N/A 605,933
- 682,712 - N/A
50,508 85,962 198,762 N/A
748,168 1,163,882 516,325 N/A

(b) The Group has lease contracts for rented properties as disclosed in Note 8 to the combined
financial statements with lease terms of 1 tc 2 years and include extension options.
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Registration No : 202001036243 (1392564-D)

12, ACCOUNTANTS' REPORT (cont'd)

Yew Lee Pacific Group Berhad

{Incerporated in Malaysia)
Registration No. 202001036243 (1392564-D)

Accountants’ Report {Cont'd)

Notes to the Combined Financial Statements (Cont'd)
18. Lease (cont'd)
18.1 Lease liabilities (cont’d)

(cy The lease liabilities bear weighted average effective interest rate at 2.61% (2020: 3 40%;
2019: 3.65%: 2018. 3.97%) per annum.

(d) Lease liabilities of the Group amounted to RMB95,972 (2020: RM1,447 837, 2019:
RM514.674, 2018: RM808,150) are secured by the Group's motor vehicles, plant and
machineries and personal guaraniees by certain Directors of the Group. As of the date of
this report, the Group has received conditional approval from the relevant financiers to
discharge the perscnal guarantee provided by certain Directors, subject to the fulfillment of
certain terms and conditions imposed by the financiers.

18.2 Operating lease commitments

in year 2018, the Group leases property under operating lease agreement. The commitment for
future lease payments under operating lease rentals as follows:

2018
RM
Not more than one year 13,800
18. Deferred tax liabilities
Deferred tax liabilities Deferred tax assets
Property, plant and Intragroup
equipment and right- Inventories unrealised Total
of-use assets profit
RM RM RM RM
At 1 January 2018 488,500 - - 488.500
Recognised in profit or
loss (Note 25) 124,400 - - 124,400
At 31 December 2018/
1 January 2019 612,900 - - 612,900
Recognised in profit or
loss (Note 25) - - (32,852) (32,852)
At 31 December 2019/
1 January 2020 612,900 - (32,852) 580,048
Recognised in profit or
loss (Note 25) 241,078 (76,228) (40‘-5.93.) 124,257
At 31 December 2020/
1 January 2021 853,978 (76,228) (73,445) 704,305
Recognised in profit or
loss (Note 25) 141,664 5,558 30,584 177,806
At 31 December 2021 995,642 (70,870) (42.861) 882,111
55
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Registration No : 202001036243 (1392564-D)

12, ACCOUNTANTS' REPORT (cont'd)

Yew Lee Pacific Group Berhad
{Incorporated in Malaysia}
Registration No. 202001036243 {1392564-0)

Accountants’ Report (Cont’d)

Notes to the Combined Financial Statements (Cont'd)

19. Deferred tax liabilities (cont’d)

Present after appropriate offsetting as follows:

2021 2020 2019
RM RM RM
Deferred tax assets (113,531) (149,673) (32,852)
Deferred tax liabilities 865,642 853,978 612,900
882,111 704,305 580,048

2018
RM

612,900

612,900

20. Trade payables

Trade payables of the Group is non-interest bearing and the ncrmal trade credit terms granted ranges
from 30 to 90 days (2020: 30 to 90 days; 2019: 30 to 90 days; 2018: 30 to 90 days).

The currency exposure profile of trade payables are disclosed in Note 30.3(a)(i} to the combined financial

statements.
21, Other payables and accruals
2021 2020 2019 2018
RM RM RM RM
Other payables 781,053 101,633 41,383 65,503
Accruals 844,142 720,379 491,977 740,793
Advances received 691,053 1,271,992 - -
1,506,195 2,094 004 533,360 806,296
22, Revenue
2021 2020 2019 2018
RM RM RM RM
Sales of goods:
Manufacturing segment 31,993,670 27,477,538 18,559,844 17,822,780
Trading segment 13,576,456 14,584,071 10,797.516 10,041,447
45,570,166 47 061,609 29,357,365 27,964 227
Less! Inter-segment revenue (45,010) (87,508) (149,226) (150,888)
Revenue from external 45,525,156 41,974,101 29,208,139 27,813,339
customers
Timing of revenue recognition:
Goods transferred at a point 45,526,156 41,974,101 29,208,139 27,813,339

in time
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23. Finance costs
2021 2020 2019 2018
RM RM RM RM
Banker's acceptance interest - 1,219 2,865 1,322
Lease liabilities interest 49,338 52,634 33,492 60,882
Term ioans interest 227,580 177,655 226,537 2560931
276,818 231,508 262,894 323,135

24, Profit before tax

Other than as disclosed elsewhere in the financial statements, the foliowing amounts have been inciuded
in arriving at profit before tax:

20214 2020 2019 2018
RM RM RM RM

Auditors’ remuneration
Statutory audit
- Current 51,700 44,921 29,408 14,000
- Overprovision in prior year - - - {2,000)
Amortisation of right-of-use 587 120 551277 504,830 i

assets (a)
Bad debt written off - 1,600 - -
Depreciation of property, plant 1,029,006 786,546 821,480 1210974

and equipment (a)
Impairments on frade receivables

(Note 11) - 19,025 - 107.039
(Decrease)/increase in provision

for employee retirement (15,807) 2,330 18,153 -

benefits obligation
Property, plant and equipment

weitten off 19,483 917 63,125 12,515
Lease expenses’
- Rental of premise 580 - - 27.000
- Short-term lease - - 13,800 -
- Low-value asset 2,000 1,800 2,100 -
Staff costs {a),(b) 4 691,853 3,981,034 3,233,750 2633130
Fixed deposits interest income (183,712} (92 227) {60,344) (62,249)
Other interest income {296) (9.097) (7,172) -
Gain on dispesal of property,

plant and equipment {11,474 (74,200} {80.497) i {45,998)
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24. Profit before tax (cont’d}

Other than as disclosed elsewhere in the financiat statements, the foliowing amounts have been included
in arriving at profit before tax: (cont'd}

20214 2020 2019 2018
RM RM RM RM
(Gain)/loss on foreign exchange:
- Realised (559,211) (131.891) {232.464) (302,081)
- Unrealised 32,270 (16,200) {(1,228) {22,047)
Gain on disposal of a subsidiary - (244 349) - -
Gain on termination of a lease (2,495) - - -
Insurance compensation
received - (5,595) {85,608) {10,960)
Reversal of impairment on trade ~
Receivables (Note 11) (8,000) ) ) .
(a)
Expenses charged to cost of
sales:
Amortisation of right-of-use 215313 251.485 209,066 i}
assets
Depreciation of property, plant
and equipment 812,570 566,878 518,450 795,285
Staff costs:
- Salaries, allowances, bonus
and wages 1,966,993 1,807,931 1,659,574 1,289,974
- Defined contribution plan 102,611 77,714 50,689 681,712
- Social security contribution 26,329 26,094 14,962 10.264
- Other employment benefits 7,955 4,555 8,701 5.887
Expenses charged to
administrative expenses:
Amortisation of right-of-use 371807 299 792 265,764 i
assats
Depreciation of property, plant
and equipment 216,436 219,668 202,980 415 689
Staff costs:
- Salaries, allowances, bonus
and wages® 2,156,933 1,725,749 1,268,746 1,07¢,335
- Defined contribution plan 282,674 225,959 152 860 138,223
- Social security contribution 30,350 27,268 18,617 17,321
- Employment centribution
scheme 3428 B . )
- Other employment benefits 114,580 85,764 - 14601 28,414
A After netting of wages subsidy received from Malaysia’s Social Security Organisation amounted

to RM28,200 (2020: RMS80,000; 2019: Nil; 2018 Nil).

(by  Staff costs include other key management persennel (exclude Directors) and is disclosed in Note
29.3 to the combined financial statements.
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25.

Tax expenses

Income tax

Malaysian income tax

Foreign income tax

(Over)/\Underprovision in prior
years

Deferred tax (Note 19)

Relating to origination and
reversal of temporary
differences

Overprovision in prior year

2021 2020 2019 2018
RM RM RM RM
2,654,586 3,053,957 1,578,519 1,402,000
- 256 - -
(362,858) (20,418) 3,598 (30,386)
2,291,728 3,033,795 1,582,117 1,371,614
177,806 129,557 (32,852) 124,400
- {5,300) - -
177,806 124,257 (32,852 124,400
2,469,534 3,158,052 1,549,265 1,496,014

A reconciliation of income tax expenses applicable to profit before tax at the statutory income tax rate to

tax expense at the effective income tax rate of the Group is as follows:

Profit before tax

Malaysian statutory tax rate of
24%

Tax effect in respect of;

Non-deductible expenses

Non-taxable income

Current year tax incentive

claimed

Differential in tax rate for:

- small and medium companies

in Malaysia

- foreign jurisdictions

{Over)/Underprovision in prior
years:

- Income tax

- deferred tax

2021 2020 2019 2018
RM RM RM RM
12,582,470 13,540,488 6,744,644 6,577,766
3,019,793 3,248,717 1,618,715 1,578,664
93,771 238,633 139,136 67,098
(30,751) (126,948) (48,584) -
(166,421} (81,500} (93,600) (59,360)
(84,000) (84,000} (70,000) (60,000)
- (12,032} - -
(362,858) (20,418} 3,598 (30,386)
- (5,300) -
2,469,534 3,158,052 1,549,265 1,496,014

The Malaysian income tax is calculated at the statutory tax rate of 24% (2020: 24%: 2019 24%; 2018:
24%) of the estimated taxable profits for the fiscal years. Tax expenses for the foreign operations are
caiculated at the rate prevailing in their respective jurisdictions.
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26,

27.

Earnings per share

(a) Basic

Profit for the financial year
atiributable to common
controlling shareholders
of the combining entities
(RM}

2021

10,116,348

2020

10,382,436

2019

5,195,379

2018

5,081,752

Weighted average number
of ordinary shares in
issue (including invested
equlity) (Unit}

350,100

350,000

350,000

350,000

Basic earning per share
(RM)

28.90 29.66

14.84

14.52

(b} Diluted

The diluted earnings per crdinary share equal basic earnings per ordinary share because there
were no potential dilutive ordinary shares as at the end of the reporting period.

Dividends

Single tier dividend of Nil (2020:
RMA0; 2019: RM20; 2018: RM20)
per ordinary shares recognised in
YLPM in respect of:

- Financial year ended 31 December
2020 (paid on 31 December 2020,
15 January 2021 and 3 February
2021)

- Financial year ended 31 December
2019 (paid on 13 January 2020 and
1 June 2020)

- Financial year ended 31 December
2018 (paid on 16 January 2019)

2021 2020 2019 2018
RM RM RM RM
- 5,0C0,0C0 - -
- - 2,000,000 -
- - - 2,000,000
- 5.000,CGO 2,000,000 2,000,000
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28. Bank guarantees
2021 2020 2019 2018
RM RM RM RM
Bank guarantees issued to utility
supplier 40,000 30,000 30,000 30,000

Bank guarantees issued to utility supplier is in respect of payment guarantee for utility facility.

The Group has assessed the bank guarantee contract and defermined that the guarantee is not likely to
be called upon by the bank.

28. Related party disclosures

29.1  ldentities of related parties
Parties are considered {o be related tc the Group if the Group has the ability, directly or indirectly, to
control the party or exercise significant influence over the party in making financial and operating
decisicns, or vice versa, or where the Group and the party are subject to common control or common
significant influence. Related parties could be individual or other entities.

Related parties of the Group include:

(i) Direct subsidiaries as disclosed in Note 3 to the combined financial statements;
(it) Associate of the Group as disciosed in Note § to the combined financial statemeants; and
(i) Key management personnel who are defined as those persons having authority and

responsibility for planning, directing and controlling the activities of the Group either directly or
indirectly. The key management perscnnel include all the Directors of the Company, and certain
members of the senior management of the Group.

61
270



Registration No : 202001036243 (1392564-D)

12,

ACCOUNTANTS' REPORT (cont'd)

Yew Lee Pacific Group Berhad

{Incorporated in Malaysia)
Registration No. 202001036243 {1352564-D)

Accountants’ Report (Cont'd)

Notes to the Combined Financial Statements (Cont’d)

29.

29.2

29.3

Related party disclosures (cont’d)
Related party transaction

Related party transaction has been entered under the terms agreed between the Group and the related
parties.

In addition to fransactions and balances detailed elsewhere in the financial statements, the Greup has
the following transactions with related parties during the reporting years:

2021 2020 2019 2018
RM RM RM RM
Transactions with an associate
YLTH
- Sales (3,147,050) (1,976,192) - -
Transaction with a Director of
the Group
Ang Lee Leong
- Purchase of a motor vehicle - 50,000 - -

Compensation of key management personnel

The remunerations of Directors and other key management personnel of the Group for the reporting
years are as follows:

2021 2020 2019 2018
RM RM RM RM
Directors
Fees - - - 400,000
Salaries, allowances and bonus
- Directors of the Group 1,413,840 1.045,100 920,400 859,400
- Directors of the subsidiary which 83 520 121,260 _ )
are not Directors of the Group
Defined contribution plan 259,022 158,569 174,876 163,286
Social security contribution 4,144 3,314 3,314 3,315
GCther employment benefits 5,047 379 379 379
Estimated monetary value of 71,941 52 766 49.016 55,211
benefit-in-kind
Total Directors' compensation 1,837 514 1,421,388 1,147,985 1,481,591
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29, Related party disclosures (cont’d)
293 Compensation of key management personnel {cont’d)
2021 2020 2019 2018
RV RM RM RM
Other key management
personnel
Sataries, allowances and bonus 153,058 35,585 - -
Defined contribution plan 18,400 4,296 - -
Social security contribution 829 207 - -
Other employment benefits 1,530 3380 - -
Total key management personngl
compensation 173,817 40.468 ) i
2,011,331 1,461,856 1,147,985 1,481,591
30. Financial instruments
30.1  Categories of financial instruments

The table below provides an analysis of financial instruments categorised under MFRS 9 as follows:

2021 2020 2019 2018
RM RM RM RM
Financial assets
At amortised cost:
Trade receivables 9,160,214 8,932,501 6,960,934 6,992,319
Other receivables and deposits * 15,530 46,390 249,359 15,280
Fixed deposits with licensed banks 11,076,066 5,000,000 2,000,000 2,000,000
Cash and bank balances 8,736,774 15,011,809 10,757,114 9,801,889
28,988,584 28,990,700 19,967,407 18,809,468
Financial liabilities
Al amortised cost:
Trade payables 2,732,593 5.237,732 3,044,718 3,254 887
Other payables and accruals * 1,434 415 2,014,932 515,338 795,438
Bank borrowings 8,293,786 4 537,470 4 907,363 4758 474
Lease liabilities 787,228 1,512,949 719,660 808,150
Dividend payable - 3,000,000 2,000,000 2,000,000
13,248,022 16,203,083 11,187,079 11,616,945

recoverable/(payable).
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30. Financial instruments (cont’d)

30.2  Net gains and losses arising from financial instruments

2021 2020 2019 2018
RM RM RM RM

Net gains/(losses) anising from:

Financial assets measured at 175 149 86 305 68 563 26.111)

amortised cost

Financial liabilities measured at
amortised cost (289,900) (226,914) (262 ,455) (319,767}

(114,751) (134,609) (193,892) (345,878)

30.3 Financial risk management objectives and policies

The Group's financial risk management policy seeks to ensure that adequate financial resources are
available for the development of the Group's business whilst managing its overall risks. The Group's
policy is nct to engage in any speculative transactions.

(a) Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market prices. Market risk comprises foreign exchange currency risk and interest
rate risk.

(i) Foreign currency exchange risk

Foreign currency exchange risk is the risk that the fair vajue or future cash flows of a financial
instrument will fluctuate because of changes in foreign exchange rates. The transactional currency
exposure arising from financial assets and liabilittes that are denominated in a currency other than
functicnal currency, are as follow:

United
States Thai Singapore
Doilar Baht Dollar Euro
("usD™) {"THB™ ("SGD") ("EUR™)
RM RM RM RM
2021
Financial assets
Trade receivables 1,890,005 - 3,915 -
Cash and bank balances 67,254 - - -
1,957,259 - 3,915 -
Financial liabilities
Trade payables {763) - - -
Other payables and accruals (691.053) - - ) -
(651,816} - - -
1,265,443 - 3,915 -

Net exposure
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30, Financial instruments (cont’d)

30.3  Financial risk management objectives and policies {cont'd)

{a) Market risk (cont’d)

(i) Foreign currency exchange risk (cont’d)

Foreign currency exchange risk is the risk that the fair value or future cash flows of a financial
instrument wili fluctuate because of changes in foreign exchange rates. The transactional currency
exposure arising from financial assets and liabilities that are dencminated in & currency other than
functional currency, are as follow: {cont'd)

2020

Financial assets

Trade receivables

Cash and bank balances

Financial liahilities
Trade payables
Other payables and accruals

Net exposure

2019

Financial assets

Trade receivables
Deposits

Cash and bank balances

Financial liabilities
Trade payabhles

Net expesure

2018

Financial assets

Trade receivables

Cash and bank balances

Financial Habilities
Trade payables

Net exposure

usD THB SGD EUR

RM RM RM RM
1,394,164 - 2,998 -
3,473,033 - - .
4,867,197 - 2,998 -
(1,234,081) - (5,570) -
(1,271,991) - - .
(2,508,072) - (5,570} -
2,361,125 - (2,572) -

274,874 456,046 3,712 -

. - - 206,300
913,579 - - -
1,188,453 456,046 3,712 206,300

(416,860) - {74,419) (7,470)
771,593 456,046 (70,707) 198,830
612,609 330,084 6,079 -

2,477,681 - - .

3,090,290 330,084 8,079 -
(745,715) - - (1,353)

2,344,575 330,084 6,079 (1,353)
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30.

30.3

(2)

Financial instruments (cont’d)

Financial risk management objectives and policies {cont’d)

Market risk (cont’d)

(i)

(i)

Foreign currency exchange risk {cont'd}

Sensitivity analysis for foreign currency risk

Tne foliowing table demonstrates the sensitivity of the Group's profit after tax to a 10% fluctuation
in the foreign currency exchange rates against the respective functional currencies of the Group
entities, with all other variables held constant.

2021 2020 2019 2018

RM RM RM RM
usb 96,174 179,446 58,641 178.188
THB - - 34,659 25.086
SGD 298 (195) (5,374) 482
EUR - - 15,141 (103)

interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of the Group's financial
instruments will fluctuate because of changes in market interest rates. The exposure of the Group
to interest rate risk arises primarily from their floating interest rate barrowings.

The interest rate profile of the Group's significant interest bearing financial instruments, based on
the carrying amounts as at end of the financial year is as follows:

2021 2020 2019 2018
RM RM RM RM
Fixed rate instruments
Financial asset
Fixed deposits with licensed
banks 11,076,066 5,000,000 2,000,000 2,000,000
Financial liabilities
Bank borrewing - - 235,000 -
Lease liabilities 787,228 1,095,71¢ 719,660 590127
787,228 1,095,719 954 660 580,127
Fioating rate instruments
Financial lfabilities
Bank borrowings 8,293,786 4,537,470 4,672,363 4758474
Lease liabilities - 417,230 - 218,023

8,293,786 4,954,700 4,672,363 4,976,457
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30.
30.3

(a)

(b}

Financial instruments (cont’d}

Financial risk management objectives and policies (cont’d)

Market risk (cont’d)

iy

Interest rate risk {cont’d)

Sensitivity analysis for inferest rate risk

Sensitivity analysis for fixed rate instruments is not presented as fixed rate instruments are not
affected by changes in interest rates.

A 100 basis peints strengthening in the interest rate of floating rate instruments as at the end of
each reporting year would have decreased in profit after tax by RMB3,033 (2020 RM37,656;
2019 RM35,510; 2018: RM37,821). A 100 basis points weakening would have had an equal but
apposite effect on the profit after tax. This assumes that all other variables remain constant.

Credit risk

Credit risk is the risk of loss that may arise on outstanding financial instruments should a counterparty
default on its obligations.

The Group's exposure to credit risk arises mainly from trade and other receivables. The Group manages
these risks by monitoring credit ratings to each individual counterparty. The Group's objective is to seek
continued growth while minimising losses incurred due to increased credit exposure.

For other financia! assets (including cash and cash equivalents), the Group minimises credit risk by
dealing exclusively with high credit rating counterparties with no history of default.

At the reporting date, the Group’s maximum exposure to credit risk is represented by the carrying amount
of each class of financial assets recognised in the combined statements of financial position.

(1)

Credit risk concentration

As of 31 December 2021, 2 (2020: 2; 2019: 1; 2018: 1} of the Group’s customers accounted for
38% (2020: 55%; 2C19: 43%; 2018: 47%) of total outsianding trade receivables as at the end of
each reporting year. Apart from this, the Group has no other significant concentration of credit risk
that may arise from exposure to a single customer or to groups of customers.

Assessment of impairmant losses

At each reporting date, the Group assesses whether any of the financial assets at amortised cost
are credit impaired.

The gross carrying amounts of financial assets are written off when there is no reasonable
expectation of recovery (i.e. the debtor does not have assets or sources of income to generate
sufficient cash flows o repay the debt).

Trade receivables

The Group applies the simplified approach to measuring expected credit losses using a lifetime
expected credit loss allowance for all trade receivables.

67
276



Registration No : 202001036243 (1392564-D)

12, ACCOUNTANTS' REPORT (cont'd)

Yew Lee Pacific Group Berhad
{Incorporated in Malaysia)
Registration No. 202001036243 (1392564-D)

Accountants’ Report (Cont'd)

Notes to the Combined Financial Statements (Cont’d)

30. Financial instruments (cont'd)

30.3  Financial risk management objectives and policies (cont’d)

(h) Credit risk {(cont’d)

(it}

Assessment of impairment losses (cont'd)
Trade receivables (cont'd)

To measure the expected credit losses, trade receivables have been grouped based cn shared
credit risk characteristics and the days past due.

For certain large customers or customers with a high risk of defaul, the Group assesses the risk
of loss of each customer individually based on their financial information, past trends of payments
and external credit rating, where applicable.

Atso, the Group considers any trade receivables having financial difficulty or in default with
signficant balances outstanding for more than 180 days are deemed credit impaired and
assesses for their risk of loss individually.

The expected credit loss rates are based on the payment profiles of sales over a period of 4 years
from the measurement date and the corresponding historical credit losses experienced within this
period. The historical loss rates are adjusted to reflect current and forward-looking information (if
any) affecting the ability of the customers to settle their debts. The lifetime ECL aflowance on the
Group’s trade receivables are assessed to be immaterial at the end of each reporting years.

The information about the exposure to credit risk and the loss allowances calculated under MFRS
9 for trade receivables are summarised below:

Gross lLoss Carrying
amount allowance amount
RM RM RM
2021
Neither past due nor impaired 7,381,360 Co- 7,381,360
Past due, not impaired
- 0 to 30 days 862,909 - 862,909
- 31 to 60 days £74,508 - 674,508
- 81 to 90 days 120,863 - 120,863
- > 80 days 120,574 - 120,574
Individual assessed {credit impaired) 13,025 {13,028 -
6,173,239 {13,025} 9,160,214
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30.
30.3

(b)

Financial instruments (cont’d})

Financial risk management objectives and policies (cont’d)

Credit risk (cont’d)

(i)

Assessment of impairment losses (cont'd)

Trade receivables (contd)

The informaticn about the exposure to credit risk and the loss allowances calculated under MFRS
9 for trade receivables are summarised below: (cont'd)

Gross Loss Carrying
amouni allowance amount
RM RM RM
2020
Neither past due nor impaired 7,988,194 - 7,988,194
Pasi due, not impaired
- 0to 30 days 806,988 - 806,988
- 31 to 60 days 78,609 - 78,609
- 61 to 90 days 420 - 420
- > 90 days 58,290 - 58,290
Individual assessed (credit impaired) 19,025 (18025, -
8,951,526 (19,025) 8,932,501
2019
Neither past due nor impaired 5,605,854 - 5,605,854
Past due, not impaired
- 0 to 30 days 862,948 - 862,948
- 31 to B0 days 275,457 - 275,457
- 81 to 90 days 23,136 - 23,136
- > 80 days 193,539 - 193,539
Individual assessed (credit impaired) 107,039 (107,039) -
7,067,973 (107,039) 6,960,934
2018
Neither past due nor impaired 5,782,614 - 5782614
Past due, not impaired
- 0to 30 days 869,469 - 869,469
- 31 to0 80 days 146,845 - 146 645
- 861 to 90 days 57,759 - 57,759
- » 90 days 135,832 - 135,832
Individual assessed (credit impaired) 107,039 (107,039) -
7,099,358 (107,039) 6,952,319
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30. Financial instruments (cont’d}

30.3  Financial risk management ohjectives and policies (cont'd}
(c) Liquidity risk

Liguidity risk is the risk that the Group will encounter difficuity in meeting financial obligations due
ta shortage of funds. The Group's exposure to liquidity risk arises primarily from mismatches of the
maturities of financial assets and liabilities. The Group’s objective is to maintain a balance between
continuity of funding and flexibility through the use of stand-by credit facilities.
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Registration No : 202001036243 (1392564-D)

12,

ACCOUNTANTS' REPORT (cont'd)

Yew Lee Pacific Group Berhad

(Incorporated in Malaysia)
Registration No. 202001036243 (1392564-D)

Accountants’ Report (Cont'd)

Notes to the Combined Financial Statements {Cont’'d)

30.

30.4

30.5.

Financial instruments {cont’d)
Fair values of financial instruments

The carrying amounts of cash and cash equivalents, short term receivables and payables, bank
borrowings are reasonable approximaticn of fair values, either due to their shor{-term nature or that
they are floating rate instruments that are re-priced to market interest rates on or near the reporting
date.

Fixed rate lease labilittes that are not carned at fair value and whose carrying amounts are
reasonable approximation of fair value, are as follows:

Carrying
amount Fair value
RM RM

31 December 2021
Lease fiabilities 787,228 807,478
31 December 2020
Lease liabilities 1,085,719 1,133,608
31 December 2019
Lease liabilities 719,660 738,375
31 December 2018
Lease liabilities 580,127 612,552

Fair values of the fixed rate tease liabilities, which are determined for disclosure purposes, are
estimated by discounting future contracted cash flows at the current market interest rate available
to the Group for similar financial instruments.

Fair value of fixed rate lease liabiiities of the Group are categorised as Level 3 in the fair value
hierarchy. There is no transfer between levels in the hierarchy during the financial year.

Capital risk management

The primary opjective of the Group’s capital management is to ensure that it maintains a strong
credit rating and healthy capital ratios in order to support its business and maximise sharehoider
value.

The Group manages its capital structure and make adjustments to it, in light of changes in economic
condition. Te maintain or adjusi capital structure, the Group may adjust the dividend payment, return
capital o shareholders or issue new shares.

No changes were made in the objective, policies and processes during the financial years ended 31
December 2018, 31 December 2018, 31 December 2020 and 31 December 2021,
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Registration No : 202001036243 (1392564-D)

12,

ACCOUNTANTS' REPORT (cont'd)

Yew Lee Pacific Group Berhad

(Incorperated in Mataysia)
Registration No. 202001036243 {1392564-D)

Accountants’ Report (Cont’d)

Notes to the Combined Financial Statements (Cont’d)

3.

Operating segments

Operating segments are prepared in @ manner consistent with the internai reporting provided to the
management as its chief operating decision maker in order to allocate rescurces to segments and to
assess their performance on a regular basis. For management purpcses, the Group is organised into
business units based on business by product related activities and has two reportabie segments, as
follows:

{a) Manufacturing segment - Consist mainly the manufacturing of industrial brushes; and

(k) Trading segment — Consist of trading of industrial hardware and machinery parts.

The Directors monitor the operating results of its business units separately for the purpose of making
decisions about resource allocation and performance assessment. Segment performance is evaluated

based on profit or loss.

Segment results, assets and liabilities include items directly attributable to a segment as well as those
that can be allocated on a reasonabie basis.

Segment revenue, expenses and results include transfer between business segments. These
transfers are efiminated on consolidation. Transfer price between business segments are established
on terms and conditions that are mutuaily agreed upon.
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Registration No : 202001036243 (1392564-D)

12,

ACCOUNTANTS' REPORT (cont'd)

Yew Lee Pacific Group Berhad

(Incorporated in Malaysia)

Registration No. 202001036243 {1392564-D)

Accountants’ Report {Cont'd)

Notes to the Combined Financial Statements {Cont’d)

31.

311

Operating segments (cont’d)

Business segments

2021

Revenue

External revenue
Inter-segment revenue

Results

Segment profit

Finance costs

Share of profit of an associate
Segment profit before tax

Tax expenses

Segment profit afier tax

Segment prefit include the
following:

Depreciation and amortisation

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

Interest income

Inventories written down/
(back}, net

Assets

Segment assets:

- Operating assets

- Investment in an associate

Addition to non-current assets:

- Capital expenditure

LiabHities

Segment fiabilities

284

Manufacturing Trading Eliminatio

segment segment n Total

RM RM RM RM
31,993,670 13,531,486 - 45,525,156

- 45,010 (45,010) -
31,993.670 13,576,496 (45,010) 45,525,156
11,744 708 889,114 1,601 12,635,423
{209,393) (67,525) - (276,918)
223,865 - - 223,965
11,759,280 821,589 1,601 12,582,470
_(2,255,784) {213,780) - {2,469,534)
9,503,496 607,839 1,601 10,112,936
1,353,803 281,923 {19,600) 1,616,126
10,525 (39,948) 17,989 (11,474)
{164,526) (19,482) - {184,008)
(80,754) (9,279) - (90,043)
42,784,241 12,535,803 286 55,320,330
445,983 - - 445,963
55,766,293
1,792,201 3,480,661 {18,000) 5,254,862
7,937,018 6,263,895 - 14,200,913
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Registration No : 202001036243 (1392564-D)

12,

ACCOUNTANTS' REPORT (cont'd)

Yew Lee Pacific Group Berhad

(incorparated in Malaysia)

Registration No. 202001036243 (1392564-D)

Accountants’ Report {Cont'd)

Notes to the Combined Financial Statements (Cont'd)

31,

31.1

Operating segments (cont’d)

Business segments

Manufacturing Trading
segment segment Elimination Total
RM RM RM RM
2020
Revenue
External revenue 27,477,538 14,496,563 - 41,974,101
Inter-segment revenue - 87,508 {87,508) -
27,477,538 14,584,071 (87,508} 41,974,101
Results
Segment profit 11,521.126 2,120,891 (75,999) 13,566,018
Finance costs (207,804) (23,704) - {231,508}
Share of profit of an associate 205,978 - - 205,978
Segment profit before tax 11,519,300 2,097,187 (75,999) 13,540,488
Tax expenses {2,684,242) {473,810) . (3,158,052)
Segment profit after tax 8‘835,058 1,623,377 (75,999) 10,382,436
Secment profit include the
following:
Depreciation and amortisation 1,180,639 161,184 {4,000) 1,337,823
Loss/(Gain) on disposal of
property, plant and 13,798 {167,997) 79,999 (74,200}
equipment
Interest income {92,227) (9,097) - (101,324}
tnventories written down/ 198,617 66,883 . 265 500
{back}, net
Gain o_n_disposal ofa (244,349) _ _ (244,349)
subsidiary
Assets
Segment assets:
- Operating assets 39,028,716 10,371,714 (107.893) 49,282 537
- Investment in an associate 220,646 - - 220646
49,513,183
Addition to non-current asseis:
- Capital expenditure 3,175,513 801,121 (80,000) 3,896,634
- Additicn to interest in an
associate 129 870 - - 129,870
Liakilities
Segment liabilities 13,311,333 4732729 - 18,044 062
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Registration No : 202001036243 (1392564-D)

12, ACCOUNTANTS' REPORT (cont'd)

Yew Lee Pacific Group Berhad
(Incorparated in Malaysia)
Registration No. 202001036243 {1392564-D)

Accountants’ Report {Cont’d)

Notes to the Combined Financial Statements (Cont’d)

31. Operating segments (cont’d)

31.1 Business segments (cont’d)

Manufacturing Trading
segment segment Elimination Total
RM RM RM RM

2019
Revenue
External revenue 18,559,849 10,648,290 - 29,208,139
inter-segment revenue - 149,226 (149,226) -

18,559,849 10,797,516 (149,226) 29,208,139
Resuits
Segment profit 5,865,742 1,141,796 - 7,007,538
Finance costs (242781 {20,133) - {262,894}
Segment profit before tax 5,622,981 1,121,663 - 6,744 644
Tax expenses (1,265,882} {283,383} - (1,549,265)
Segment profit after tax 4,357,089 838,280 - 5,195,379
Segment profit include the

following:
Depreciation and amortisation 1,143,178 183,132 - 1,326,310
Gain on disposal of property, (21,999) (58,498) _ (80,497)
plant and equipment

Interest income (60,344) (7,172} - {67.516)
Inventories written down 118,002 - - 119,002
Assets
Segment assets 31,274,483 6,877,196 (31,595) 38,120,084
Addition to non-current assets
- Capifal expenditure 1,312,639 121,559 - 1,434,198
Liabilities
Segment liabilities 9,107,164 2,928,385 - 12,035,549
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12,

ACCOUNTANTS' REPORT (cont'd)

Yew Lee Pacific Group Berhad

(Incorporated in Malaysia)

Registration No. 202001036243 (1392564-D)

Accountants’ Report (Cont’d)

Notes to the Combined Financial Statements {Cont'd)

31.

311

Operating segments (cont’d)

Business segments (cont’d)

Manufacturing Trading
segment segment Elimination Total
RM RM RM RM

2018
Revenue
Exiernal revenue 17,922,780 9,890,559 - 27,813,339
Inter-segment revenue - 150.888 (150,888)

17,922,780 10,041,447 {150,838} 27.813.339
Results
Segment profit 6,313,255 587,646 - 6,900,901
Finance costs (303,948) (19,187} - ~{323,135)
Segment profit before tax 6,009,307 568,459 - 8.577,766
Tax expenses (1,373,988) (122,026) - (1.496,014)
Segment profit after tax 4, 635,319 446,433 - 5,081,752
Segment profit include the

following:
Depreciation 1,069,401 151,573 - 1,210,874
Gain on disposal of property, (31,999) (13,999) : (45 998)
plant and eguipment ‘

Interest income (62,249) - - (62,249)
Assets
Segment assets 29,795,460 5,844,103 {49,613) 35,588,950
Addition to non-current assets:
- Capitatl expenditure 374,435 122,859 - 497,294
Liabilities
Segment liabilities 9,829,893 2,832,066 - 12,661,558
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12, ACCOUNTANTS' REPORT (cont'd)

Yew Lee Pacific Group Berhad
(Incorporated in Malaysia)
Registration No. 202001036243 (1392564-D)

Accountants’ Report (Cont'd)

Notes to the Combined Financial Statements {(Cont’d)
31. Operating segments (cont’d)
31.2  Geographical segment

Revenue and nen-current assets information based on the geographical location of customers and
assets respectively are as follows:

2021 2020 2019 2018
RM RM RM RM
Revenue to external
customers
Mzlaysia 34,981,079 34,160,841 25,063,986 22,771,159
Thailand 3,205,112 2,833,451 1,866 617 1,768,811
Vietnam 2,632 211 2,610,07C 1,386,530 2,658 445
Taiwan 2,614,154 1,006,643 - -
Indonesia 1,507,293 832,879 310,265 202,653
Others 585,307 530,217 480,741 412,271
45 525 156 41,874 101 29,208,139 27,813,339

31.3  Major customers

During the financial year, major customer (a singie customer or a group of customers) contributing
more than 10% of the Group's fotal revenue are amounted to RM14,582 403 (2020: RM17,133,776;
2019: RM10,985,200; 2018: RM10,354,996), which relates to 1 {2020: 1; 2019: 1; 2018: 1) customer,

32. Capital commitment
2021 2020 2019 2018
RM RM RM RM
Approved and contracted for
Property, plant and equipment 406,780 - -
33. Significant events during the reporting period

The following are the significant events during the financial year ended 31 December 2021;

{a) The World Health Crganisation declared the Coronavirus {"COVID-19") outbrezk as a pandemic
on 11 March 2020. Following the declaration, the Malaysian Government has on 18 March 2020
imposed the movement contro! order ("MCO"} under the Prevention and Control of Infectious
Diseases Act 1988 and the Police Act 1967 and subsequently entered into various phases and
reinstatement of the MCO to curb the spread of the COVID-19 pandemic in Malaysia.

On 1 June 2021, the Malaysia Government again imposed a nationwide MCO in response to
the third wave of COVID-19 pandemic in the country and the escalating infection rate of the
COVID-19. These orders and the resurgence of COVID-19 cases, movement rastriction orders
and targeted containment measures in most states have caused disrupticns to business
activities nationwide. On 15 June 2021, the Malaysia Government implemented Phase 1 of the
National Recovery Plan.
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12,

ACCOUNTANTS' REPORT (cont'd)

Yew Lee Pacific Group Berhad
{Incorporated in Malaysia)
Registration No. 202001036243 {1392564-D)

Accountants’ Report {Cont’d)

Notes to the Combined Financial Statements {Cont’d)

33.

34.

Significant events during the reporting peried (cont'd)

{a)

(o)

(c)

{d)

cont'd

Tkhe Group has been granted approval by the Ministry of international Trade and Industry to
continue its business activities as the business operations of the Group are classified as the
supply chain of essential goods and services,

The COVID-19 ouibreak has seen a surge in demand for essential personal healthcare
protective equipment such as rubber gloves. As a result of the increased need for more rubber
gloves during this period, the Group has also benefited from continued orders from its glove
manufacturing customers.

Hence, the management is of the opinion that the overall business operations of the Group did
not experience any major adverse impacts due to the COVID-19 outbreak. Nevertheless, the
Group will continue to monitor the situation surrounding the pandemic and wiil be taking
appropriate and timely measures to minimise potential adverse impact arising from the
pandemic on the Group’s operations.

On 19 April 2021, YLPH entered into a sale and purchase agreement to acquire a property under
development at a purchase consideration of RM3,180,000 (after including a rebate of
RM887,800 given by the developer), which will primarily be financed via a bank borrowing facility.

On § August 2021, the Company had entered into two conditional Share Saie and Purchase
Agreements ("SSAs") to acquire the equity interest in YLPM and YLPH;

{i) Acqauisition of the entire equity interest in YLPM for a total purchase consideration of
RM25,898 601 which will be wholly satisfied by the issuance of 327,830,400 ordinary
shares in the Company at an issue price of RMC.079 per Share; and

(ii) Acquisition of the entire equity interest in YLPH for a total purchase consideration of
RM5,648,200 which will be whoily satisfied by the issuance of 71,496,200 ordinary
shares in the Company at an issue price of RMG.079 per Share.

The total purchase consideraticn was arnved after taking into consideration of the audited net
assels of YLPM and YLPH as at 31 December 2020,

The completion of the SSAs are conditional upon certain conditions precedent being
obtainedfulfilled/waived, which includes the approvai of Bursa Securities for the admission of
the share capital of the Company to the official list of Bursa Securities for the Listing.

On 18 January 2022, the Company has completed the acquisition of YLPM and YLPH.

After discovering a number of positive cases of Covid-19 infections among YLPM's factory
workers and administrative empioyees, YLPM temporarily closed its operations from 15
September 2021 to 19 September 2021, The temporary closure did not result in material
disruption to YLPM's business and operations and is not expected to have a significant impact
on the financial performance of YLPM. Nevertheless, the Group will continue to take necessary
steps and measures to minimise any potential adverse impact arising from the pandemic on tha
Group's operations.

Approval of combined financial statements

The combined financial statements have been approved for issue in accordance with a resolution of
the Board of Directors on 26 Aprit 2022.
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Registration No : 202001036243 (1392564-D)

12, ACCOUNTANTS' REPORT (cont'd)

Yew Lee Pacific Group Berhad

(Incorporated in Malaysia)
Registration No. 202001036243 (1392564-D)

Accountants’ Report (Cont’d)

Statement by Directors

We, Ang Lee Leong and Chee Wai Ying, two of the Directors of Yew Lee Pacific Group Berhad, state that,
in the opinien of the Directors, the combined financial statements set out on pages 1 to 80 are drawn up so as
tc give a true and fair view of the financial position of the Greup as at 31 December 2018, 31 December 2019,
31 December 2020 and 31 December 2021 and of the financial performance and cash fiows of the Group for
the financial years ended 31 December 2018, 31 December 2019, 31 December 2020 and 31 December 2021
in accordance with Malaysian Financial Reporting Standards and International Financial Reporting Standards
and Chapter 10, Part Il Division 1. Equity of the Prospectus Guidelines issued by the Securities Commission
Malaysia.

AT o

Signed on behalf of the Poard of Directors in accordance with a resolution dated 2 3 AT

Ang Lee Leong ee Wai Ying”

Director Director
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Registration No : 202001036243 (1392564-D)

13. REPORTING ACCOUNTANTS’ REPORT ON PRO FORMA CONSOLIDATED FINANCIAL

INFORMATION
’A ®
&S ECOVIS
ECOVIS MALAYSIA PLT Kuala Lumpur office
201404001750 (LLPOO03185-LCAY & AF Q01825 Phone: +603 7981 1799

Chartered Accountants. Kuala Lumpur, Malaysia
Fax-No: +603 7980 4795

The Board of Directors

Yew Lee Pacific Group Berhad

Level 5, Block B, Dataran PHB,

Saujana Resort, Secticn UZ, .
40150 Shah Alam, Setangor. Kuala Lumpur, 26 Aprii 2022

Dear Sirs,

YEW LEE PACIFIC GROUP BERHAD (“YEW LEE” OR “THE COMPANY”') AND ITS SUBSIDIARIES
{COLLECTIVELY “THE GROUP”})

REPORT ON THE COMPILATION OF PRO FORMA COMBINED STATEMENTS OF FINANCIAL
POSITION INCLUDED IN A PROSPECTUS

We have completad our assurance engagement to report on the compilation of pro forma combined
statements of financial position cf the Group as at 31 December 2021. The pro forma combined statements
of financiat position as at 31 December 2021 ("Pro Forma Combined Statements of Financial Position”)
together with the accompanying notes are prepared by the Board of Directors of Yew Lee (“the Directors”)
for inclusion in the prospectus of the Company (“the Prospectus”) in connection with the listing of and
guotation for the entire enlarged issued share capital of Yew Lee on the ACE Market of Bursa Malaysia
Securities Berhad (“the Listing”) and have been stamped by us for identification purposes.

The applicabie criteria on the basis of which the Direciors have compiled the Pro Forma Combined
Statements of Financial Position are described in the notes io the Pro Forma Combined Statements of
Financial Position. The Pro Forma Combined Statements of Financiat Position are prepared in accordance
with the requirements of Chapter 9, Part Il Division I Equily of the Prospectus Guidelines issued by the
Securities Commission Malaysia {"Prospectus Guidelines”) and the Guidance Note for Issuers of Pro Forma
Financial Information issued by the Malaysian Institute of Accountants.

The Pro Forma Combined Statements of Financial Position have been compiled by the Directors, for
illustrative purposes only, solely to illustrate the impact of the events or transactions as set out in the notes
thereon to the Pro Forma Combined Statements of Financial Position as i the events have occurred ot the
fransactions have been effected on 31 December 2021. As part of this process, information about! the
Group's financial position have been extracied by the Directors from the Group's audited combined
statement of financial position as at 31 December 2021, on which an audit report has been issued by us.

Directors’ Responsibility for the Pro Forma Combined Statements of Financial Position

The Directors of the Company are responsible for compiling the Pro Forma Combined Statements of
Financial Position on the basis described in the notes thereon to the Pro Forma Combined Statements of
Finarcial Position and in accordance with the requirements of the Prospectus Guidelines.

ECOVIS MALAYSIA PLT 201404001750 (LLPOO03185-LCA) & AF 001825 Chartered Accountants, No 8-3, Jalan 109F Plaza Danau 2, Taman Danau Desa, 58100
Kuaia Lumpur, Malaysia Phone: +60(3) 79871 1799 Fax: +80(3) 7980 4796 E-Mail: kuala-fumpur@ecovis.com.my

& member of ECOVIS Internaiional. a network of tax advisors, accountants, audriors, lawyers, operating in more than 80 countries across & continents

ECOVIS international is a Swiss association. Each Member Firm is an independent legat entity in its own couniry and is only liable for its own acts or omissions, not
those of any other entity, ECOVIS MALAYSIA PLT is a Malaysia member firm of ECOVES International

Page 1 of 3

www.ecovis.com.my
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13. REPORTING ACCOUNTANTS’ REPORT ON PRO FORMA CONSOLIDATED FINANCIAL

INFORMATION (cont'd)
’ R
_ e ECOVIS

We have complied with the independence and other ethical requirement of the By-Laws (on Professional Ethics,
Conduct and Practice) issued by the Malaysian Institute of Accountants and the International Ethics Standards
Board for Accountants’ International Code of Lthics for Professional Accountants (including Internalional
Independence Standards) (IESBA Code), which is founded on fundamental principles of integrity, objectivity,
professional competence and due care, confidentiality and professional behavior.

Reporting Accountants’ Independence and Quality Control

Our firm apphes International Standard on Quality Control 1 (ISQC 1), Qualily Control for Firms that Perform Audits
and Reviews of Financial Statements, and Other Assurance and Related Services Engagements and accordingty,
maintains a comprehensive system of quality control including documented policies and procedures regarding
compliance with ethica! requirements, professional standards and applicable legal and regulatory requirements.

Reporting Accountants’ Responsibifity

QOur responsibility is to express an opinion, as required by the Prospecius Guidelines, about whether the Pro
Forma Combined Statements of Financial Position have been compiled, in all material respects, by the Directors
on the basis as described in the notes thereon to the Pro Forma Combined Statements of Firancial Position.

We conducted our engagement in accordance with International Standard on Assurance Engagement (FISAE")
3420, Assurance Engagement to Report on the Compilation of Pro Forma Financial Information Included in a
Prospectus, issued by the International Auditing and Assurance Standards Board and adopted by the Malaysian
Institute of Accountants. This standard requires that we plan and perform procedures to obtain reasonable
assurance about whether the Directors have compiled, in all materiai respects, the Pro Forma Combinad
Statements of Financial Position on the basis set out in the notes thereon {o the Pro Forma Combined Statements
of Financial Position and in accordance with the requirements of the Prospectus Guidelines.

For the purpose of this engagement, we are not responsible for updating or reissuing any reports or opinions on
any historical financial information used in compiling the Pro Forma Combined Statements of Financial Posttion,
nor have we, in the course of this engagement, performed an audit or review of the financial information used in
compiling the Pro Forma Combined Statements of Financial Position.

The purpose for inclusion of the Pro Forma Combined Statements of Financial Position in the Prospecius is solely
to illustrate the impact of a significant event or transaction on unadjusted financial information of the entity as if the
event had occurred or the transaction had been undertaken at an earlier date selected for purposes of the
illustration. Accordingly, we do not provide any assurance that the actual outcome of the events or transactions
would have been as presented.

A reasonable assurance engagement to report on whether the Pro Forma Combinad Statements of Financial
Position have been compiled, in all material respects, on the basis of the applicable criteria involves performing
vrocedures to assess whether the applicable criteria used by the Directors in the compifation of the Pro Forma
Combined Statements of Financial Position provide a reasonable basis for presenting the significant effects directly
attributable to the events or transactions, and to obtain sufficient appropriate evidence about whether:

{iy the related pro forma adjustments give appropriate effect to those criteria; and

{ii) the Pro ¥orma Combined Statements of Financial Position reflects the proper application of those
adjustments to the unadjusted financial information.

Page 2 of 3
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13. REPORTING ACCOUNTANTS’ REPORT ON PRO FORMA CONSOLIDATED FINANCIAL

INFORMATION (cont'd)
’ R
_ e ECOVIS

The procedures selected depend on our judgement, having regard to our understanding of the nature of the Group,
the events or transactions in respect of which the Pro Forma Combined Statements of Financial Position have
been compiled, and other relevant engagement circumstances.

Reporting Accountants’ Responsibility (cont’d)}

The engagement also involves evaluating the overall presentation of the Pro Forma Combined Statements of
Financial Position.

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

Opinion
In cur opinion, the Pro Forma Combined Statements of Financial Position have been compiled, in ali material

respects, on the basis set out in the notes thereon to the Pro Forma Combined Statements of Financial Position
and in accordance with the requirements of the Prospectus Guidelines.

Other Matters
This report has been prepared solely for the purpose stated above, in connection with the Listing and should not
be used for any other purpose without our prior written consent. Neither the firm nor any member or employee of

the firm undertakes responsibility arising in any way whatsoever {o any party in respect of this report contrary to
the aforesaid purpose.

Yours faithfully,

ECOVIS MALAYSIAPLT YONG HUI NEE
AF 001825 03283/09/2022 J
Chartered Accountants Chartered Accountant

Kuala Lumpur
S I S
&V i wusd

Page 3 of 3
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Registration No : 202001036243 (1392564-D)

13. REPORTING ACCOUNTANTS' REPORT ON PRO FORMA CONSOLIDATED FINANCIAL
INFORMATION (cont'd)

Yew Lee Pacific Group Berhad ECOvVIS MALAYS#A PLT

(Incarporated in Malaysia) g"”"’” rccon

Registration Na. 202001036243 (1392564-D) For identificg ﬁ:::,mmly

Notes to the Pro Forma Combined Statements of Financial Position
As at 31 December 2021 (Cont'd)

Introduction

The pro forma combined statements of financial position of Yew Lee Pacific Group Berhad ("Yew Lee”
of the "Company”} and its subsidiaries and associate company (collectively referred as "the Group") as
at 31 December 2021 {"the Pro Forma Combined Statements of Financial Position") together with the
notes thereon. for which the board of directors ("the Directors”} of Yew Lee are solely respoensible,
have been prepared for illustrative only for the purpose of inclusion in the prospectus of the Company
in connection with the listing of and quotation for the entire enlarged issued share capital of the
Company on the ACE Market of Bursa Malaysia Securities Berhad ("the Listing”).

Basis of Preparation of the Pro Forma Combined Statements of Financial Position

The applicabie criteria on the basis of which the Directors have compiled the Pro Forma Combined
Statements of Financial Position are as described below. The Pro Forma Combined Statements of
Financial Position are prepared in accordance with the requirements of Chapter 9, Part Il Division
Equity of the Prospectus Guidelines issued by the Securities Commission Malaysia ("Prospectus
Guidelines") and the Guidance Note for Issuers of Pro Ferma Financial Information issued by the
Malaysian institute of Accountants.

The Pro Forma Combined Statements of Financial Position have been prepared based on the audited
combined statements of financial position of the Group as at 31 December 2021, which is prepared in
accordance with Malaysian Financial Reporting Standards and International Financial Reporting
Standards, and in a manner consistent with the format of the audited combinad financial statements
and accounting pelicies of the Group.

The Pro Forma Combined Statements of Financial Position is presented in Ringgit Mataysia ("RM"}.

The Pro Forma Combined Statements of Financial Position iogether with the related notes thereon,
have been prepared solely to iHustrate the impact of the events and transactions set out in Note 3 to
the Pro Forma Combined Statements of Financial Position had the events occurred or transactions
been undertaken on 31 December 2021. The Pro Forma Combined Statements of Financial Position
are not necessary indicative of the financial position that would have been attained had the Listing
actually cocurred at the respective dates. Further, such information does not purport to predict the
future financial position of the Group.

For the purpose of accounting for the pre-initial public offering acquisiticns ("Proposed Acqusiticns'") as
described in Note 3.1, the Group has applied the merger method of accounting as the combining
entities within the Group are under common contral of Mr. Ang Lee Leong. Mr. Ang Lee Seng and
Madam Chee Wai Ying (collectively referred as "Vendors") before and after the Proposed Acqguisitions.

The Auditors' Report of the audited combined financial statements of the Group for the financial year
ended 31 December 2021 was not subject to any audit qualifications.
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Registration No : 202001036243 (1392564-D)

13. REPORTING ACCOUNTANTS' REPORT ON PRO FORMA CONSOLIDATED FINANCIAL
INFORMATION (cont’d)

Yew Lee Pacific Group Berhad ECOVvIS MALAYSiA PLT

{Incorporated in Malaysia) g:r:::,dm ot

Registration No, 202001036243 (1382564-D)

For identification purposes oniy

Notes to the Pro Forma Combined Statements of Financial Position
As at 31 December 2021 {Cont'd)

3.1

3.2

(a)

Listing Scheme
The following propasals were undertaken in conjunction with, and as an integral part of the Listing:

Proposed Acquisitions

On 9 August 2021, the Company entered into two conditional share sale and purchase agreements
{"SSA") with the Vendors to acquire the equily interest in Yew Lee Pacific Manufaciurer Sdn. Bhd.
{"YLPM"} and Yew lLee Pacific Holding Sdn. Bhd. ("YLPH"}):

{i) Acguisition of the entire equity interest in YLPM for a total purchase consideration of
RM25,898 601 which wili wholly satisfied by issuance of 327,830,400 new ordinary shares in the
Company at an issue price of RMC0.079 per share; and

(iy Acquisition of the entire equity interest in YLPH for a total purchase consideration of RM5,648,200
which will wholly satisfied by issuance of 71,486,200 new ordinary shares in the Company at an
issue price of RM{.079 per share.

The total purchase consideration was arrived after taking into consideration of the audited net assets of
YLPM and YLPH as at 31 December 2620. The SSA was completed on 18 January 2022.

As disclosed in Note 2, the Group has applied the merger method of accounting for the acquisition of
the combining entities. Under merger methed of accounting, the difference between the cost of
investment recorded by the Company (i.e. the consideration for the acquisition of the combining
entities) and the share capital of the acquirees, YLPM and YLPH, are accounted for as merger reserve
as foliows:

RM

New shares issued by the Company as consideration for the acquisition of:
-YLPM 25,898,601
-YLPH 5,648.200

31,548 801
Less: Reversatl of issued and paid-up share capital as at 31 December 2021 of:
- YLPM (100.000}
-YLPH {250,000}
Merger reserve 31,196,801

Initial Public Offering {"IPO")

Public issue

In conjunction with the IPO, the Company wili undertake public issue of 133,108,900 new ordinary
shares in the Company ("Public Issue”) at an issue price of RM0.28 per share. The estimated gross
proceeds to be raised from the Public Issue is RM37,270,492.
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13. REPORTING ACCOUNTANTS’' REPORT ON PRO FORMA CONSOLIDATED FINANCIAL
INFORMATION (cont’'d)
Yew Lee Pacific Group Berhad ECOVIS MALAYSIA PLT
(Incorparated in Malaysia) A 001825)
Registration No. 202001036243 {1392564-D) *E:“'_""‘* Accountants
r identificahon purposas only

Notes to the Pro Forma Combined Statements of Financial Position
As at 31 December 2021 {Cont'd)

3.
3.2

(b)

Listing Scheme (cont'd)

Initial Public Offering ("IPO") (cont'd)

Utilisation of Proceeds from Public Issue

The estimated gross proceeds arising from the Public Issue of RM37,270,492 are intended to be
utitised in the following manner:

Estimated
timeframe for
utilisation upon Amount of proceeds
Listing RM %
Purchase of additional manufacturing machineries o
. Within 12 months 10,900,000 29.25%
and equipment (1
Construction of new warehouse space and "
. .. Within 24 months 7,300,000 19.59%
office building!®
Renovation of new sales office cum warehouse -
e Within 36 months 1,800,000 4.83%
facility (»
Repayment of bank borrowings, including hire o
o Within 12 monihs §,900,000 23.88%
purchase liabilities@
Working capital requirements Within 18 months 4,570,492 12.25%
Estimated listing expensast® Within 1 month 3,800,000 10.20%

37,270,492 100.00%

Notes:

n

2)

As at the latest praciicable date of 18 April 2022 ("LPD"}, the Group has yet to enter into any
contractual binding arrangements or issued any purchase orders in relation fo these capital
expenditures, except for the purchase of additional manufacturing machineries amounting to
EUR79,511 (approximately RM373,000), of which purchase orders have been issued. Accordingly,
save for the purchase of the said manufacturing machineries, the utilisation of proceeds
earmarked for these capital expenditures is not reflected in the Pro Forma Combined Statements
of Financial Position.

As at LPD, the total outstanding amount of the Group's bank borrowings and hire purchase
liabilities is approximately RM8,900,000. While the Group intends to aliocate proceeds of up to
RM8,900,000 to repay these liabilities, these liabilities are subject to prevailing interest rates,
drawdowns and repayments from time fo time. As such, the cutstanding amount of these liabilities
at the point of repayment may differ from the current amount at LPD.

The Greup has ilustrated the utilisation of proceeds to repay bank borrowings and hire purchase
liabilities amounting to RM8 537,028 in the Pro Forma Statements of Financial Posttion, with the
surplus of proceeds earmarked for repayment of these liabilities remaining in cash and bank
baiances.
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13. REPORTING ACCOUNTANTS’ REPORT ON PRO FORMA CONSOLIDATED FINANCIAL
INFORMATION (cont’d)
Yew Lee Pacific Group Berhad ECOVIS MALAYSIA PLT
{Incorporated in Malaysia) (A 001 25}
Registration No. 202001036243 (1392564-D) g:ru:;:ﬂmmx by
cation purposes on|

Notes to the Pro Forma Combined Statements of Financial Position
As at 31 December 2021 (Cont'd)

3.

3.2

(b)

(a)

Listing Scheme (cont'd)

IPO {cont'd}

Utilisation of Proceeds from IPO (cont'd)

Notes (cont'd):

3

The estimated listing expenses comprise the following:

RM
Professional fees 2,400,000
Fees payable to authorities 70,000
Underwriting, placement and brokerage fees 930,000
Printing, advertising fees and contingencies 400,000
3,800,000

Upon completicn of the iPO, an estimated listing expenses of RM1,278,108, which is directly
atiributable to the issuance of new shares, will be offset against share capital and the remaining
estimated listing expenses of RM2,521,892 will be charged out to the profit or loss.

The Group has recognised listing expenses amounting to RM213.798 in profit or less for the
financiai year ended 31 December 2021 and RM415,000 of prepayment as of that date.

Pro forma adjustments

The Pra Forma Combined Statemeants of Financial Position have been prepared to show the effects of
the following:

(i
(i)

Pro forma | - After adjusting for the Proposed Acquisitions as described in Note 3.1;
Pro forma It - After pro forma | and Public Issue as described in Note 3.2(a); and

(i) Proc Forma HI - After pro forma [l and utilisation of proceeds as described in Note 3 2(b).

Effects on the Pro Forma Combined Statements of Financial Position

Movement in property, plant and equipment

RM
Balance as at 31 December 2021/ pro forma If pro forma Il 10,109,530
Effects of pro forma 1H:
Utilisation of proceeds:
- Purchase of additional manufacturing machineries 373,060
Pro forma lll 10,482,530
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13.

REPORTING ACCOUNTANTS’ REPORT ON PRO FORMA CONSOLIDATED FINANCIAL

INFORMATION (cont'd)

Yew Lee Pacific Group Berhad
{Incorporated in Malaysia)
Registration No. 202001036243 (1392564-D)

ECOVIS MALAYSIA PLT

A OUIEES)
Chaorered Accountants

For idantification purpases only

Notes to the Pro Forma Combined Statements of Financial Position
As at 31 December 2021 (Cont'd)

5.

(b)

(c)

(d)

(e}

Effects on the Pro Forma Combined Statements of Financial Position (cont'd)

Movement in other receivables, deposits and prepayment

Balance as at 31 December 2021/ pro forma l pro forma Ii

Effects of pro forma ili:
Utilisation of proceeds:
- Estimated listing expenses paid

Pro forma 1|

Movement in cash and bank balances

Balance as at 31 December 2021/ pro forma |
Efiects of pro forma II:

Public Issue

Pro forma I}

Effects of pro forma llI:

Utilisation of proceeds:

- Purchase of additional manufacturing machineries
- Repayment of bank borrowings

- Estimated listing expenses

Pro forma lli

Movement in share capital

Balance as at 31 December 2021
Effects of pro forma |
Propcsed Acquisitions

Pro forma |

Effects of pro forma Il:
Public 1ssue

Pro forma ll

Effects of pro forma Il
Utilisation of proceeds:

- Estimated listing expenses
Pro forma il

Movement in invested equity

Balance as at 31 December 2021
Effects of pro forma |

FProposed Acguisitions

Pro forma I/ pro forma Hf pro forma HI

301

RM
571,068
(415,000}
156,068
RM RM
8,736,774
37,270,492
46,007,266
{373,000}
(8,537.028)
(3,171.202y  {12,081,230)
33,926,036
No. of shares RM
100 100
399,326,600 31,546,801
399,326,700 31,546,901
133,108,900 37,270,492
532,435,600 68,817,393
- {1,278,108)
532,435,600 67,539,285
No. of shares RM
350,000 350,000
{350,000) (350,000)
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13.

REPORTING ACCOUNTANTS’ REPORT ON PRO FORMA CONSOLIDATED FINANCIAL

INFORMATION (cont'd)

Yew Lee Pacific Group Berhad
(Incorporated in Maiaysia)
Registration No. 202001036243 (1392564-D)

ECOVIS MALAYSIA PLT
A 001225)

Chortered Accountanis

For identification purposes only

Notes to the Pro Forma Combined Statements of Financial Position
As at 31 December 2021 {Cont'd)

5.

()

(9)

{h)

(®)

Effects on the Pro Forma Combined Statements of Financial Position (cont'd)

Movement in merger reserve

Balance as at 31 December 2021

Effects of pro forma [:

Proposed Acquisitions:

- Merger reserve recognised upon acquisitions
Pro forma If pro forma li/ pro forma lii

Movement in retained earnings

Batance as at 31 December 2021/ pro forma I/ pro forma
Effects of pro forma 1l

Utilisation of proceeds:

- Estimated listing expenses

Pro forma I

Movement in bank borrowings

Balance as at 31 December 2021/ pro forma If pro forma i
- current
- non-current

Effects of pro forma Il

Utilisation of proceeds:

- Repayment of bank borrowings
Pro forma Ili

- current

- non-current

Movement in lease liabilities

Balance as at 31 December 2021/ pro forma If pro forma I
- current
- non-current

Effects of pro forma il

Utilisation of proceeds:

- Repayment of hire purchase liabilities
Pro forma il

- current

- nen-cusrent

302

RM

(31,196,801)
(31,196,801)

RM
41,276,349
(2,308,084)
38,968,255
RM
358,284
7935502 8,293,786
(8,047,028)
195,023
51,735 246,758
RM
302,018
485210 787,228
(490,000)
230,958
66,270 297,228
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13. REPORTING ACCOUNTANTS’ REPORT ON PRO FORMA CONSOLIDATED FINANCIAL
INFORMATION (cont'd)

Yew Lee Pacific Group Berhad ECOVIS MALAYSIA PLT
(incorperated in Maiaysia) th:o“l.u: Accou
Registration No. 202001036243 (1392564-D) For identiicanon purpases only

Notes to the Pro Forma Combined Statements of Financial Position
As at 31 December 2021 (Cont'd)

U e leod

Ang Lee Leong Chee Wai Ying

10
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14.

STATUTORY AND OTHER INFORMATION

14.1

14.2

SHARE CAPITAL

(a)

(b)

(©)

(d)

(e)

)

As at the date of this Prospectus, we only have one class of shares, namely, ordinary
shares, all of which rank equally with one another. There are no special rights attached
to our Shares.

Save for our Pink Form Allocations as disclosed in Section 4.3.2, as at the date of this
Prospectus:

0] no Director or employee of our Group has been or is entitled to be given or has
exercised any option to subscribe for any share of our Company or our
subsidiaries; and

(i)  there is no scheme involving the employees of our Group in the shares of our
Company or our subsidiaries.

Save for the subscriber’s share issued upon our incorporation and our new Shares
issued/to be issued under the Acquisitions and Public Issue as disclosed in Section 6.3
and Section 4.3.1, respectively, no shares of our Company or our subsidiaries/associate
company have been issued or are proposed to be issued as fully or partly paid-up, in
cash or otherwise, within the past 2 years immediately preceding the date of this
Prospectus.

Other than our Public Issue as disclosed in Section 4.3.1, there is no intention on the
part of our Directors to further issue any Shares on the basis of this Prospectus.

As at the date of this Prospectus, we do not have any outstanding convertible debt
securities.

None of our Group’s capital is under option, or agreed conditionally or unconditionally
to be put under option.

CONSTITUTION

The following provisions are extracted from our Constitution. Terms defined in our
Constitution shall have the same meanings when used here unless they are otherwise defined
here or the context otherwise requires. The following provisions extracted from our
Constitution are based on the current Listing Requirements and the Act.

(a) Remuneration of Directors

Clause 115 - Remuneration

The fees and any benefits payable to the Directors from time to time, be subject to
annual shareholder approval at general meeting and shall (unless such resolution
otherwise provides) be divisible among the Directors as they may agree, except that
any Director, who shall hold office for part only of the period in respect of which such
fees are payable, shall be entitled only to rank in such division for a proportion of the
fees related to the period during which he has held office, PROVIDED ALWAYS that:

(a) fees payable to non-executive Directors shall be by a fixed sum, and not by a
commission on or percentage of profits or turnover;

(b) salaries payable to executive Directors may not include a commission on or
percentage of turnover;
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14. STATUTORY AND OTHER INFORMATION (cont’d)

(c) fees and any benefits payable to Directors shall not be increased except
pursuant to a resolution passed at a general meeting, where notice of the
proposed increase has been given in the notice convening the meeting; and

(d) any fee paid to an alternate Director shall be agreed upon between himself and
the Director nominating him and shall be paid out of the remuneration of the
latter.

Clause 116(1) - Reimbursement

In addition to the remuneration provided under Clause 115, the Directors shall be
entitled to be reimbursed for all travelling or such other reasonable expenses as may
be incurred in attending and returning from meetings of the Directors or of any
committee of the Directors or general meetings or otherwise, howsoever, in or about
the business of the Company in the course of the performance of their duties as
Directors.

Clause 120 - Directors’ borrowing powers

(1) To the extent that the Act, the Listing Requirements and the Constitution allow,
the Directors may exercise all the powers of the Company to borrow money and
to mortgage or charge its undertakings, property and uncalled capital, or any
part thereof, and to issue debentures and other Securities whether outright or as
security for any debt, liability or obligation of the Company or of any related
third party, PROVIDED ALWAYS that nothing contained in this Constitution shall
authorise the Directors to borrow any money or mortgage or charge any of the
Company's undertaking, property or any uncalled capital or to issue debentures
and other Securities whether outright or as security for any debt, liability or
obligation of an unrelated third party. Provided also that the Directors shall not
issue any debt Securities convertible to ordinary shares without the prior
approval of the Company in meeting of members.

(2) The Directors shall cause a proper register to be kept in accordance with Section
60 of the Act of all mortgages and charges specifically affecting the property of
the Company and shall duly comply with the requirements of the Act in regard
the registration of mortgages and charges therein specified or otherwise.

(3) Subject to the Act, if the Directors or any of them or any other person, shall
become personally liable for the payment of any sum primarily due from the
Company, the Directors may execute or cause to be executed any mortgage,
charge or security over or affecting the whole or any part of the assets of the
Company by way of indemnity to secure the Directors, or other persons so
becoming liable as aforesaid from any loss in respect of such liability.

(1) Voting of Directors
Clause 132 - Proceedings of meeting
A meeting of the Directors, for the time being at which a quorum is present, shall be
competent to exercise all or any of the powers, authorities and discretion by or under
the Constitution, vested in or exercisable by the Directors generally. Subject to the

Constitution, questions arising at any meeting of the Directors shall be decided by a
majority of votes.
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(2)

Clause 133 - Chairman'’s casting vote

In case of equality of votes, the Chairman shall have a second or casting vote, except
where only two (2) Directors are competent to vote on the questions at issue, or at the
meeting where only two (2) Directors form the quorum.

Share capital and variation of class rights
Clause 60 - Increase of share capital

The Company may, from time to time, whether all the Shares for the time being issued
shall have been fully paid up or not, by Ordinary Resolution increase its share capital
by the creation and issue of new shares, such new capital to be of such amount to be
divided into Shares of such respective amounts and to carry such rights or to be
subject to such conditions or restrictions in regard to dividend, return of capital or
otherwise as the Company may direct in the resolution authorising such increase.

Clause 12 - Power to Issue Preference Shares

The Company shall have power to issue preference shares ranking equally with or in
priority to preference shares already issued and the Directors may, subject to the
provisions of the Act, redeem such shares on such terms and in such manner as they
may think fit.

Clause 13 - Rights of Preference Shareholders

(1) Save as otherwise specifically provided for under this Constitution in respect of
any particular class of preference shares and subject to the Act, preference
shareholders shall have the same right as ordinary shareholders as regards to
receiving notices, reports and audited financial statements and attending general
meetings of the Company.

(2) Save as otherwise specifically provided for under this Constitution in respect of
any particular class of preference share, preference shareholders shall also have
the right to vote at any meeting convened for the purpose of reducing the share
capital of the Company or sanctioning a disposal of the whole of the Company’s
property, business and undertaking or where the proposition to be submitted to
the meeting directly affects their rights and privileges, or when the dividend or
part of the dividend on the preference shares is in arrears for more than six (6)
months or on a proposal to wind-up the Company or during the winding up of
the Company, but shall have no other rights whatsoever.

(3) The holder of a preference share must be entitled to a return of capital in
preference to holders of ordinary shares when the Company is wound up.

Clause 61 — Issue of New Shares to Existing Members

Subject to any direction to the contrary that may be given by the Company in general
meeting, all new Shares or other convertible Securities shall, before they are issued, be
offered to such persons as at the date of the offer are entitled to receive notices from
the Company of general meetings in proportion, as nearly as the circumstances admit,
to the amount of the existing Shares or Securities to which they are entitled. The offer
shall be made by notice specifying the number of Shares or Securities offered, and
limiting a time within which the offer, if not accepted, will be deemed to be declined,
and, after the expiration of such time, or on the receipt of an intimation from the
person to whom the offer is made that he declines to accept the Shares or Securities
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offered, the Directors may dispose of those Shares or Securities in such manner as
they think most beneficial to the Company. The Directors may, likewise, also dispose of
any new Shares or Securities which (by reason of the ratio which the new Shares or
Securities bear to Shares or Securities held by persons entitled to an offer of new
Shares or Securities), cannot, in the opinion of the Directors, be conveniently, offered
under this Clause.

Clause 25 - Modification of Rights

If at any time the share capital of the Company, by reason of the issuance of
preference shares or otherwise is divided into different classes, the repayment of such
preferred capital or all or any of the rights and privilege attached to each class
maysubject to the provisions of Section 91 of the Act, this Constitution and the
provisions of any written law, be varied, modified, commuted, affected, abrogated or
dealt with by resolution passed by the holders of at least three-fourth of the issued
shares of that class at a separate meeting of the holders of that class and all the
provisions hereinafter contained as to general meetings shall mutatis mutandis apply to
every such meeting except that the quorum hereof shall be two (2) persons at least
holding or representing by proxy one third of the issued shares of the class and for an
adjourned meeting one (1) person holding shares of such class.

Provided however that in the event of the necessary majority for such a resolution not
having been obtained in the manner aforesaid consent in writing may be secured by
members holding at least three- fourths of the issued shares of the class and such
consent if obtained within two (2) months from the date of the separate meeting shall
have the force and validity of a resolution duly carried. To every such resolution the
provisions of Section 91 of the Act, shall with such adaptations as are necessary apply.

Alteration of Capital
Clause 62 - Alteration of Capital

Subject to the Statutes, the Company may from time to time alter its share capital by
passing a special resolution to:

(@) consolidate and divide all or any of its share capital, the proportion between the
amount paid and the amount, if any, unpaid on each subdivided share, shall be
the same as it was in the case of the share from which the subdivided share is
derived;

(b)  convert all or any of its issued paid-up shares into stock and reconvert that stock
into paid up Shares;

(c) subdivide its shares or any of the shares, whatever is in the subdivision, the
proportions between the amount paid and the amount, if any, unpaid on each
subdivided share shall be the same as it was in the case of the share from which
the subdivided share is derived;

(d) cancel any Shares, which at the date of the passing of the resolution, which have
not been taken or agreed to be taken by any person or which have been
forfeited, and diminish the amount of its share capital by the amount of the
Shares so cancelled; or

(e) subject to the provisions of the Constitution and the Act, convert and/or
reclassify any class of Shares into any other class of Shares.
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Clause 63 — Capital Reduction

The Company may by Special Resolution, reduce its share capital in accordance with
Section 84 of the Act.

Clause 17 - Shares Issued for Purposes of Raising Money for the
Construction of Works or Building

Subject to Section 130 of the Act and any other conditions and restrictions prescribed
by the Act, if any Shares of the Company are issued for the purpose of raising money
to defray the expenses of construction of any works or buildings or the provision of any
plant which cannot be made profitable for lengthened period, the Company may pay
interest on so much of that share capital as is for the time being paid up for the period,
and may charge the sum so paid by way of interest to capital as part of the cost of
construction of the works or buildings or the provision of plant or equipment.

(3) Transfer of securities
Clause 49 - Transfer of securities

The transfer of any Listed Securities or class of Listed Securities in the Company shall
be by way of book entry by the Depository in accordance with the Rules and,
notwithstanding Sections 105, 106 and 110 of the Act, but subject to Section 148(2) of
the Act and any exemption that may be made from compliance with Section 148(1) of
the Act, the Company shall be precluded from registering and effecting any transfer of
Listed Security.

Clause 50 - Instrument of Transfer

Every instrument of transfer (for any share not being a Deposited Security) must be
left for registration at the office of the Company's Registrar accompanied by the
certificate of the shares comprised therein (if any) and such evidence as the Directors
may reasonably require to prove the right of the transferor to make the transfer and
the due execution by him of the instrument of transfer which is executed in
accordance with the Statutes , and subject to the power vested in the Directors by this
Constitution or the provisions of any other written law and if required, to reasonable
evidence of nationality, the Company shall register the transferee as shareholder.

A fee not exceeding RM3.00 (excluding the stamp duty) or any amount as shall be
determined from time to time by the Exchange may be charged for each transfer and
shall if required by the Directors be paid before the registration thereof and retain the
instrument of transfer.

Clause 51 - Person Under Disability

No shares shall in any circumstances be transferred to any minor, bankrupt or person
of unsound mind.

Clause 52(1) - Refusal to Transfer
Subject to Section 106 and any other relevant provisions of the Act, the Directors may

refuse or delay to register the transfer of a share, not being a Deposited Security, to a
person of whom they shall not approve.
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Clause 52(2) - Notice of Refusal

If the Directors passed a resolution to refuse or delay the registration of a transfer,
they shall, within seven (7) days of the resolution being passed, give to the lodging
broker, transferor and the transferee written notice of the resolution setting out the
precise reasons thereof.

Clause 53 - Non-Liability of the Company, its Directors and Officers in
Respect of Transfer

Neither the Company nor its Directors nor any of its officers shall incur any liability for
registering or acting upon a transfer of shares apparently made by sufficient parties,
although the same may, by reason of any fraud or other cause not known to the
Company or its Directors or other officers be legally inoperative or insufficient to pass
the property in the shares proposed or professed to be transferred, and although the
transfer may, as between the transferor and transferee, be liable to be set aside, and
notwithstanding that the Company may have notice that such instrument of transfer
was signed or executed and delivered by the transferor in blank as to the name of the
transferee or the particulars of the shares transferred or otherwise in defective manner.
And in every such case, the person registered as transferee, his executors,
administrators and assigns alone shall be entitled to be recognised as the holder of
such shares and the previous holder shall, so far as the Company is concerned, be
deemed to have transferred his whole title thereto.

14.3 GENERAL INFORMATION

14.4

(@)

(b)

(©)

(d)

Save for the dividends paid to the shareholders of our subsidiaries in the FYEs 2018,
2019, 2020 and 2021 as disclosed in Section 11.15, purchase consideration paid to the
Vendors for the Acquisitions as disclosed in Section 6.3 and our Directors’ remuneration
as disclosed in Section 5.2.4, no other amount or benefit has been paid or given within
the past 2 years immediately preceding the date of this Prospectus, nor is it intended
to be so paid or given, to any of our Promoters, Directors or substantial shareholders.

None of our Directors or substantial shareholders have any interest, direct or indirect,
in any contract or arrangement subsisting at the date of this Prospectus and which is
significant in relation to the business of our Group.

The manner in which copies of this Prospectus together with the official application
forms and envelopes may be obtained and the summarised procedures for application
and acceptance are set out in Section 15.

There is no limitation on the right to own Shares including limitation on the right of
non-residents or foreign shareholders to hold or exercise their voting rights on our
Shares.

CONSENTS

(a)

The written consents of our Adviser, Financial Adviser, Sponsor, Underwriter and
Placement Agent, Solicitors, Share Registrar, Company Secretary and Issuing House to
the inclusion in this Prospectus of their names in the form and context in which such
names appear have been given before the issuance of this Prospectus and have not
subsequently been withdrawn.

309



Registration No : 202001036243 (1392564-D)

14. STATUTORY AND OTHER INFORMATION (contd)

(b) The written consents of our Auditors and Reporting Accountants to the inclusion in this
Prospectus of their names, Accountants’ Report and report relating to the pro forma
consolidated financial information in the form and context in which they are contained
in this Prospectus have been given before the issuance of this Prospectus and have not
subsequently been withdrawn.

(c)  The written consent of our IMR to the inclusion in this Prospectus of its name and the
IMR Report in the form and context in which they are contained in this Prospectus have
been given before the issuance of this Prospectus and have not subsequently been
withdrawn.

14.5 DOCUMENTS FOR INSPECTION

Copies of the following documents are available for inspection at our Registered Office during

normal business hours for a period of 6 months from the date of this Prospectus:

(@) Constitution;

(b) Audited financial statement of Yew Lee for financial period from 10 November 2020 to
31 December 2021;

(c) Audited financial statements of YLPM for the FYEs 2018, 2019, 2020 and 2021;

(d) Audited financial statements of YLPH for the FYEs 2018, 2019, 2020 and 2021;

(e) Accountants’ Report as set out in Section 12;

(f)  Reporting Accountants’ report relating to our pro forma consolidated financial
information as set out in Section 13;

(@) IMR Report as set out in Section 7;

(h)  Material contracts as set out in Section 6.20; and

Q)] Letters of consent as set out in Section 14.4.

14.6 RESPONSIBILITY STATEMENTS

Our Directors and Promoters have seen and approved this Prospectus, and they collectively
and individually accept full responsibility for the accuracy of the information contained herein,
and confirm that after making all reasonable enquiries and to the best of their knowledge and
belief, there are no false or misleading statements or other facts which if omitted, would
make any statement in this Prospectus false or misleading.

M&A Securities acknowledge that, based on all available information and to the best of its

knowledge and belief, this Prospectus constitutes a full and true disclosure of all material
facts concerning our IPO.
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THIS SUMMARY OF PROCEDURES FOR APPLICATION AND ACCEPTANCE DOES NOT
CONTAIN THE DETAILED PROCEDURES AND FULL TERMS AND CONDITIONS AND YOU
CANNOT RELY ON THIS SUMMARY FOR PURPOSES OF ANY APPLICATION FOR OUR ISSUE
SHARES. YOU MUST REFER TO THE DETAILED PROCEDURES AND TERMS AND
CONDITIONS AS SET OUT IN THE “"DETAILED PROCEDURES FOR APPLICATION AND
ACCEPTANCE” ACCOMPANYING THE ELECTRONIC COPY OF OUR PROSPECTUS ON THE
WEBSITE OF BURSA SECURITIES. YOU SHOULD ALSO CONTACT THE ISSUING HOUSE
FOR FURTHER ENQUIRIES.

Unless otherwise defined, all words and expressions used here shall carry the same
meaning as ascribed to them in our Prospectus.

Unless the context otherwise requires, words used in the singular include the plural, and
vice versa.

15.1 OPENING AND CLOSING OF APPLICATION PERIOD
OPENING OF THE APPLICATION PERIOD: 10.00 a.m., 17 May 2022.
CLOSING OF THE APPLICATION PERIOD: 5.00 p.m., 25 May 2022.

In the event of any changes to the date or time for closing, we will advertise the notice of
changes in a widely circulated daily English and Bahasa Malaysia newspaper in Malaysia.

LATE APPLICATIONS WILL NOT BE ACCEPTED.

15.2 METHODS OF APPLICATIONS
15.2.1 Retail Offering

Application must accord with our Prospectus and our Constitution. The submission of an
Application Form does not mean that the Application will succeed.

Types of Application and category of
investors Application Method

Applications by our eligible Directors and Pink Application Form only
employees of our Group

Applications by the Malaysian Public:

) Individuals White Application Form or Electronic Share
Application or Internet Share Application

(i) Non-Individuals White Application Form only
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15.2.2 Placement

15.3

15.3.1

15.3.2

Types of Application Application Method

Applications by:

(i) Selected investors The Placement Agent will contact the selected
investors directly. They should follow the
Placement Agent’s instructions.

(i) Bumiputera investors approved MITI will contact the Bumiputera Investors
by MITI directly. They should follow MITI's instructions.

Selected investors and Bumiputera investors approved by the MITI may still apply for our
Issue Shares offered to the Malaysian Public using the White Application Form, Electronic
Share Application or Internet Share Application.

ELIGIBILITY
General

You must have a CDS Account and a correspondence address in Malaysia. If you
do not have a CDS Account, you may open a CDS Account by contacting any of
the ADAs set out in the list of ADAs set out in Section 12 of the Detailed
Procedures for Application and Acceptance accompanying the electronic copy of
our Prospectus on the website of Bursa Securities. The CDS Account must be in
your own name. Invalid, nominee or third party CDS Accounts will not be
accepted for the Applications.

Only ONE Application Form for each category from each applicant will be considered and
APPLICATIONS MUST BE FOR AT LEAST 100 ISSUE SHARES OR MULTIPLES OF
100 ISSUE SHARES.

MULTIPLE APPLICATIONS WILL NOT BE ACCEPTED UNLESS EXPRESSLY
ALLOWED IN THESE TERMS AND CONDITIONS. AN APPLICANT WHO SUBMITS
MULTIPLE APPLICATIONS IN HIS OWN NAME OR BY USING THE NAME OF
OTHERS, WITH OR WITHOUT THEIR CONSENT, COMMITS AN OFFENCE UNDER
SECTION 179 OF THE CMSA AND IF CONVICTED, MAY BE PUNISHED WITH A
MINIMUM FINE OF RM1,000,000 AND A JAIL TERM OF UP TO 10 YEARS UNDER
SECTION 182 OF THE CMSA.

AN APPLICANT IS NOT ALLOWED TO SUBMIT MULTIPLE APPLICATIONS IN THE
SAME CATEGORY OF APPLICATION.

Application by the Malaysian Public
You can only apply for our Issue Shares if you fulfill all of the following:
(i) You must be one of the following:

(@) a Malaysian citizen who is at least 18 years old as at the date of the application
for our Issue Shares; or
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(b) a corporation / institution incorporated in Malaysia with a majority of Malaysian
citizens on your board of directors / trustees and if you have a share capital,
more than half of the issued share capital, excluding preference share capital, is
held by Malaysian citizens; or

(c) a superannuation, co-operative, foundation, provident, pension fund established
or operating in Malaysia.

(i) You must not be a director or employee of the Issuing House or an immediate family
member of a director or employee of the Issuing House; and

(iii)  You must submit Applications by using only one of the following methods:
(@) White Application Form; or
(b)  Electronic Share Application; or

(c) Internet Share Application.

15.3.3 Application by eligible Directors and employees

154

Our eligible Directors and employees of our Group will be provided with Pink Application
Forms and letters from us detailing their respective allocation as well as detailed procedures
on how to subscribe to the allocated IPO Shares. Applicants must follow the notes and
instructions in the said documents and where relevant, in this Prospectus.

APPLICATION BY WAY OF APPLICATION FORM

The Application Form must be completed in accordance with the notes and
instructions contained in the respective category of the Application Form.
Applications made on the incorrect type of Application Form or which do not
conform STRICTLY to the terms of our Prospectus or the respective category of
Application Form or notes and instructions or which are illegible will not be
accepted.

The FULL amount payable is RM0.28 for each Issue Share.

Payment must be made out in favour of “TIIH SHARE ISSUE ACCOUNT NO. 721" and
crossed “"A/C PAYEE ONLY"” and endorsed on the reverse side with your name and address.

Each completed Application Form, accompanied by the appropriate remittance and legible
photocopy of the relevant documents may be submitted using one of the following methods:

(i)  despatch by ORDINARY POST in the official envelopes provided, to the following
address:

Tricor Investor & Issuing House Services Sdn Bhd (197101000970 (11324-H))
Unit 32-01, Level 32, Tower A

Vertical Business Suite

Avenue 3, Bangsar South

No. 8, Jalan Kerinchi

59200 Kuala Lumpur
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15.5

15.6

15.7

(i) DELIVER BY HAND AND DEPOSIT in the drop-in boxes provided at Tricor's
Customer Service Centre, Unit G-3, Ground Floor, Vertical Podium, Avenue 3, Bangsar
South, No. 8, Jalan Kerinchi 59200 Kuala Lumpur,

so as to arrive not later than 5.00 p.m. on 25 May 2022 or by such other time and date
specified in any change to the date or time for closing.

We, together with the Issuing House, will not issue any acknowledgement of the receipt of
your Application Forms or Application monies. Please direct all enquiries in respect of the
White Application Form to the Issuing House.

APPLICATION BY WAY OF ELECTRONIC SHARE APPLICATION

Only Malaysian individuals may apply for our Issue Shares offered to the Malaysian Public by
way of Electronic Share Application.

Electronic Share Applications may be made through the ATM of the following Participating
Financial Institutions and their branches, namely, Affin Bank Berhad, Alliance Bank Malaysia
Berhad, AmBank (M) Berhad, CIMB Bank Berhad, Malayan Banking Berhad, Public Bank
Berhad and RHB Bank Berhad. A processing fee will be charged by the respective
Participating Financial Institutions (unless waived) for each Electronic Share Application.

The exact procedures, terms and conditions for Electronic Share Application are set out on
the ATM screens of the relevant Electronic Participating Financial Institutions.
APPLICATION BY WAY OF INTERNET SHARE APPLICATION

Only Malaysian individuals may use the Internet Share Application to apply for our Issue
Shares offered to the Malaysian Public.

Internet Share Applications may be made through an internet financial services website of the
Internet Participating Financial Institutions, namely, Affin Bank Berhad, Alliance Bank Malaysia
Berhad, CIMB Bank Berhad, CGS-CIMB Securities Sdn Bhd, Malayan Banking Berhad, Public
Bank Berhad and RHB Bank Berhad. A processing fee will be charged by the respective
Internet Participating Financial Institutions (unless waived) for each Internet Share
Application.
The exact procedures, terms and conditions for Internet Share Application are set out on the
internet financial services website of the respective Internet Participating Financial Institutions.
AUTHORITY OF OUR BOARD AND THE ISSUING HOUSE
The Issuing House, on the authority of our Board reserves the right to:
(i) reject Applications which:
(@) do not conform to the instructions of our Prospectus, Application Forms,
Electronic Share Application and Internet Share Application (where applicable);
or

(b) are illegible, incomplete or inaccurate; or

(c) are accompanied by an improperly drawn up or improper form of remittance; or
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15.8

15.9

(i)  reject or accept any Application, in whole or in part, on a non-discriminatory basis
without the need to give any reason; and

(i)  bank in all Application monies (including those from unsuccessful / partially successful
applicants) which would subsequently be refunded, where applicable (without interest),
in accordance with Section 15.9 below.

If you are successful in your Application, our Board reserves the right to require you to
appear in person at the registered office of the Issuing House at anytime within 14 days of
the date of the notice issued to you to ascertain that your Application is genuine and valid.
Our Board shall not be responsible for any loss or non-receipt of the said notice nor will it be
accountable for any expenses incurred or to be incurred by you for the purpose of complying
with this provision.

OVER / UNDER-SUBSCRIPTION

In the event of over-subscription, our Issuing House will conduct a ballot in the manner
approved by our Directors to determine the acceptance of Applications in a fair and equitable
manner. In determining the manner of balloting, our Directors will consider the desirability of
allotting and allocating our IPO Shares to a reasonable number of applicants for the purpose
of broadening the shareholding base of our Company and establishing a liquid and adequate
market for our Shares.

The basis of allocation of shares and the balloting results in connection therewith will be
furnished by our Issuing House to Bursa Securities, all major Bahasa Malaysia and English
newspapers as well as posted on our Issuing House's website https://tiih.online within 1
Market Day after the balloting event.

Pursuant to the Listing Requirements we are required to have a minimum of 25.0% of our
Company'’s issued share capital to be held by at least 200 public shareholders holding not less
than 100 Shares each upon Listing and completion of our IPO. We expect to achieve this at
the point of Listing. In the event the above requirement is not met, we may not be allowed to
proceed with our Listing. In the event thereof, monies paid in respect of all Applications will
be returned in full (without interest).

In the event of an under-subscription of our IPO Shares by the Malaysian Public and / or
eligible Directors and employees, subject to the underwriting arrangements and reallocation
as set out in Section 4.3.3 of this Prospectus, any of the abovementioned IPO Shares not
applied for will then be subscribed by the Underwriter based on the terms of the Underwriting
Agreement.

UNSUCCESSFUL / PARTIALLY SUCCESSFUL APPLICANTS

If you are unsuccessful / partially successful in your Application, your Application monies
(without interest) will be refunded to you in the following manner.

15.9.1 For applications by way of Application Forms

(i)  The Application monies or the balance of it, as the case may be, will be returned to you
through the self-addressed and stamped Official “"A” envelope you provided by ordinary
post (for fully unsuccessful applications) or by crediting into your bank account (the
same bank account you have provided to Bursa Depository for the purposes of cash
dividend / distribution) or if you have not provided such bank account information to
Bursa Depository, the balance of Application monies will be refunded via banker’s draft
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(it)

(iii)

(iv)

sent by ordinary / registered post to your last address maintained with Bursa
Depository (for partially successful applications) within 10 Market Days from the date of
the final ballot at your own risk.

If your Application is rejected because you did not provide a CDS Account number,
your Application monies will be refunded via banker’s draft sent by ordinary/ registered
post to your address as stated in the NRIC or any official valid temporary identity
document issued by the relevant authorities from time to time or the authority card (if
you are a member of the armed forces or police) at your own risk.

A number of Applications will be reserved to replace any successfully balloted
Applications that are subsequently rejected. The Application monies relating to these
Applications which are subsequently rejected or unsuccessful or only partly successful
will be refunded (without interest) by the Issuing House as per items (i) and (ii) above
(as the case may be).

The Issuing House reserves the right to bank into its bank account all Application
monies from unsuccessful applicants. These monies will be refunded (without interest)
within 10 Market Days from the date of the final ballot by crediting into your bank
account (the same bank account you have provided to Bursa Depository for the
purposes of cash dividend / distribution) or by issuance of banker's draft sent by
registered post to your last address maintained with Bursa Depository if you have not
provided such bank account information to Bursa Depository or as per item (ii) above
(as the case may be).

15.9.2 For applications by way of Electronic Share Application and Internet Share
Application

(i)

(i)
(iii)

The Issuing House shall inform the Participating Financial Institutions or Internet
Participating Financial Institutions of the unsuccessful or partially successful
Applications within 2 Market Days after the balloting date. The full amount of the
Application monies or the balance of it will be credited without interest into your
account with the Participating Financial Institution or Internet Participating Financial
Institution (or arranged with the Authorised Financial Institutions) within 2 Market Days
after the receipt of confirmation from the Issuing House.

You may check your account on the 5% Market Day from the balloting date.

A number of Applications will be reserved to replace any successfully balloted
Applications that are subsequently rejected. The Application monies relating to these
Applications which are subsequently rejected will be refunded (without interest) by the
Issuing House by crediting into your account with the Participating Financial Institution
or Internet Participating Financial Institutions (or arranged with the Authorised
Financial Institutions) not later than 10 Market Days from the date of the final ballot.
For Applications that are held in reserve and which are subsequently unsuccessful or
partially successful, the relevant Participating Financial Institution will be informed of
the unsuccessful or partially successful Applications within 2 Market Days after the final
balloting date. The Participating Financial Institution will credit the Application monies
or any part thereof (without interest) within 2 Market Days after the receipt of
confirmation from the Issuing House.

316



Registration No : 202001036243 (1392564-D)

15. SUMMARISED PROCEDURES FOR APPLICATION AND ACCEPTANCE (contd)
15.10 SUCCESSFUL APPLICANTS

If you are successful in your application:

(i)  Our Issue Shares allotted to you will be credited into your CDS Account.

(i) A notice of allotment will be despatched to you at your last address maintained with
the Bursa Depository, at your own risk, before our Listing. This is your only
acknowledgement of acceptance of your Application.

(iii)  In accordance with Section 14(1) of the SICDA, Bursa Securities has prescribed our
Shares as Prescribed Securities. As such, our Issue Shares issued through our
Prospectus will be deposited directly with Bursa Depository and any dealings in these
Shares will be carried out in accordance with the SICDA and Rules of Bursa Depository.

(iv)  In accordance with Section 29 of the SICDA, all dealings in our Shares will be by book
entries through CDS Accounts. No physical share certificates will be issued to you and
you shall not be entitled to withdraw any deposited securities held jointly with Bursa
Depository or its nominee as long as our Shares are listed on Bursa Securities.

15.11 ENQUIRIES

Enquiries in respect of the applications may be directed as follows:

Mode of application Parties to direct the enquiries

Application Form Issuing House Enquiry Services Telephone at 03-2783 9299
Electronic Share Participating Financial Institution

Application

Internet Share Internet Participating Financial Institution and Authorised
Application Financial Institution

The results of the allocation of Issue Shares derived from successful balloting will be made
available to the public at the Issuing House website at https://tiih.online, one MARKET DAY
after the balloting date.

You may also check the status of your Application at the above website, 5 MARKET DAYS
after the balloting date or by calling your respective ADA during office hours at the telephone
number as stated in the list of ADAs set out in Section 12 of the Detailed Procedures for
Application and Acceptance accompanying the electronic copy of our Prospectus on the
website of Bursa Securities.
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