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ACCOUNTANTS' REPORT 
1. General info rmation (Cont 'd ,) 

d) Principal activities 

The Company's principal activity is investment holding company. 

Details of the combining enti ty of the Company are as follows: • 

Principal Date of Country of 
Name of company 

Effective 
ownership activities incorporation incorporation 

ECA Advanced 
Solutions Sdn Bhd 

2. Relevant financial period/years 

100% Automated 31 May 2016 Malaysia 
manufacturing 

solutions provider 
which is involved in 

the provision of 
integrated production 

systems and 
standalone automated 

equipment. 

For me purpose of incl usion in the prospectus of ECA Integrated in connection with the listing of and 
quotation for its entire en larged number of i!.Sued ordinary shares 011 the ACE Market of Bursa Malaysia 
Securities Bemad in accordance with Chapter 10 of Prospectus Guidelines issued by Securities 
Commission Malaysia, me combined financial statements of the Group, which are the combination or 
aggregation of the financial statements of the following combining entities, have been prepared based 
on the separate financial statements for the relevant reporting periods as follows: -

Company 

ECA Integrated 

ECA Advanced Sol utions Sdn 
Bhd 

Relevant Financial Period/Years 

fPE 30 June 2022 
FPE 3 1 October 2021 

FPE 30 June 2022 
FYE 31 October 2021 
FYE 31 October 2020 
FYE 31 Octo~r 201 9 

Auditors 

Kreston John & Gan 
Kreston John & Gan 

Kreston John & Gan 
Kreston Joh n & Can 
Kreston John & Gan 

Tan & Loh Chartered 
Accountants 

The combined financia l statements were prepared in a manner simi lar to the ~pool i ng-of interest" 
method, as if the entities withi n the Group were operating as a single econom ic enterprise from the 
beginni ng of the earl iest period covered by the relevant reporting periods. Such manner of presentation 
reOects thc economic substance of the combining companies, which were under common control 
throughout the relevant reporting periods. 

Entities under common control a re entities which are ultimately controlled by the sa me parties and the 
control is not transitory. Control ex ists when the sa me parties have, as a result of contractual 
agreements, ultimate collective power to govern the financia l and operating policies of each of the 
combi ning entities so as to obtain benefits from their activities, and that ultimate collective power is 
not transitory. The financia l statements of common controlled entities are included in the combined 
financial statements fro m the day that control commences until the date that control ceases. 

11 



Registration No.: 202101031471 (1431771-P)  

 
13. ACCOUNTANTS' REPORT  
 

Registration No.: 202101031471 (1431771-P)  

 
13. ACCOUNTANTS' REPORT (CONT'D) 
 

 

245
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ACCOUNTANTS' REPORT 
2. Relevant financial period/years (Cont'd.) 

The identifiable assets and liabilities of all common ly controlled entities are accounted for at their 
historical costs. All material intra-group transactions and balances are eliminated upon combination, 
where applicable. 

The combined financial statements comprisi ng the combined statements of financial poSition, 
combined statements of profit or loss and other comprehensive income, combined statements of 
cha nges in equity and combined statements of cash flows for the relevant reporting periods, are 
prepared under the historical cost convention and in compliance w ith Malaysian Financial Reporting 
Standards incl uding related interpretations which are effective for accounting periods on or before 1 
July 2022. 

3. Basis of preparation 

a) Statement of compliance 

The combined financia l statements have been prepa red in accordance with M alaysian Financial 
Reporting Standards (~MFRSs"), International Financial Reporting Standards (~IFRSs") and the 
requirements of the Companies Act, 2016 in Malaysia. 

The fol lowing are accounting standards, amendments and interpretations of the MFRS framework 
that have been issued by the Malaysian Accounting Standards Board ("MASBI but have not been 
adopted by the Group. 

MFRSs, Interpretations and amendments effective for annual periods beginning on or after 1 
January 2022 

• Amendments to MFRS 1, Fi rst-Time Adoption of Malaysian Fi nancial Reporting Standards 
(Annual Improvements to MFRS Standards 2018-2020 Cycle) 

• Amendments to MFRS 3, Business Combination - Reference to the Conceptual Framework 
• Amendments to MFRS 9, Financial Instruments (Annual tmprovements to MFRS Standards 

2018-2020 Cycle) 
• Amendments to MFRS 116, Property, Plant and Equipment - Property, Plant and Equipment 

- Proceeds before Intended Use 
• Amendments to MFRS 137, Provisions, Contingent liabi lities and Contingent Assets -

Onerous Contract - Cost of Fulfilling a Contract 
• Amendments to MFRS 141, Agricu lture (Annual Improvements to M FRS Standards 2018-

2020 Cycle) 
• Amendments to il lustrative Example accompanying MFRS16, leases (Annual Improvements 

to MFRS Standards 2018 - 2020) 

MFRSs, Interpretations and amendments effective for annual periods beginning on or after 1 
January 2023 

• MFRS 17, Insurance Contracts 
• Amendment to MFRS 17, Insurance Contracts - Initial Application of MFRS 17 and MFR5 9 

- Comparative Information 
• Amendments to MFRS 101, Presentation of Financial Statements - Classification of 

liabil ities as Current or Non·Current and Disclosure of Accounting Policies 
• Amendments to MFRS 108, Accounting Policies, Changes in Accounting Estimates and Error 

- Definition of Accounting Estimates 
• Amendments to MFRS 112, Income Tax - Deferred Tax related Assets and liabi lities arisi ng 

from a Single Transaction 

12 
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ACCOUNTANTS' REPORT 
3. Basis of preparation (Cont'd.l 

a) Statement of compliance (Contd.) 

The following are accounting standards, amendments and interpretations oflhe MFRS framework 
that have been issued by the Malaysian Accounting Standards Board ('"MASS1 but have not been 
adopted by the Group. (Cont 'd.) 

MFRSs, Interpretations and amendments effective for annual periods begin ni ng on or after a 
date yet to be confirmed 

• A.mendments to MFRS 10, Consolidated Financia l Statements and MFRS 128, Investments 
in Associates and Joint Ventures - Sale or Contribution of Assets between an investor and 
its Associate or Joint Venture. 

The initial application of the accounting standards, amendments or interpretations are not 
expected 10 have any material financial impads to the current period and prior period combined 
fina ncial statements. 

b) Basis of measurement 

The combined fina ncial statements have been prepared on the historical cost basis unless 
otherwise as disclosed in Note 4 . 

c) Functional and presentation currency 

These fi nancial statements are presented in Ringgit Malaysia ("'RM '1, wh ich is the Group's 
functional currency. 

d) Adoption of new standardslamendmentslimprovements to MFRSs 

The Group has consistently applied the accounting policies set out in Note 4 to all periods 
prese01ed in these combined financial statements. 

At the beginning of the current financial period/years, the combin ing entities adopted new 
standardslamendments/improvements to MFRSs which have been appl ied using the full 
retrospective approach . 

Initial application of the new standardslamendmentsfimprovements to MFRSs did not have 
material impad on the combined financial statements of the Group. 

e) Significant accounting estimates and judgements 

The preparation of the financia l statements in conformity with MFRSs requires management to 
make judgements, estimates and assumptions that affect the application of accounting policies 
and the reported amounts of assets, liabi lities, income and expenses. Adual results may differ 
from these estimates. 

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

13 
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3. Basis of preparation (Cont'd.) 

e) Significant accounting estimates and judgements (Cont'd.) 

There are no significant areas of estimation uncertainty and critica l judgements in applying 
accounting pol icies that have significant effect on the amounts recogn ised in the financial 
statements other than the following items:-

i) Depreciation of plant and equipment 

Plant and equipment are depreciated in a straight-line basis over their estimated useful 
life. Management estimated that useful life of these assets to be with in 10 years. Changes 
in the expected level of usage and technological developments could impact the 
economic useful life and the residual values of these assets, therefore future depreciation 
charges could be revised. 

ii) Depreciation of right-of-use assets 

Right-ol-use assels are depreciated on a straight-line basis over their useful life or the end 
of the lease term. Changes in the expected level of usage and technological developments 
could impact the economic useful life and the residual values of these assets, therefore 
future depreciation charges could be revised. 

iii) Measurement of Expected Credit Loss (·ECl~) a llowance for financial assets 

The loss allowances fo r financia l assets are based on assumptions about risk of default and 
expected loss rates. The Group uses judgement in making these assumptions and selecting 
the inputs to the impairment calculation, based on th e Group's past history, existing 
market conditions as well as fo rward looki ng estimates at the end of reporti ng period. 

iv) Deferred tax assets 

Deferred tax assets a re recognised for all unabsorbed tax losses, unabsorbed capital 
allowances and unutilised reinvestment allowance to the extent that it is probable that 
taxable profit will be available against which the unabsorbed tax losses, unabsorbed 
capi tal allowances and unutilised reinvestment allowance can be uti lised. Significant 
management judgement is required to determine the amount of deferred tax assets that 
can be recognised, based upon the likely tim ing and level of future taxable profits together 
with future tax planning strategies. 

14 
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4. Significant accounting policies 

The accounting policies set out below have been applied consistently to the periods presented in these 
financial statements and have been applied consistently by the Group, unless otherwise staled. 

a) Basis of combination 

iJ Business Combination under Common Control 

The combined financial statements comprise the financial statements of the Company and 
its combining entity which are under common control as disclosed in Note 1 and 2. The 
financial statements used in the preparation of the combined financial slatements are 
prepared as of the same reporting date as the Company. 

A business combination involving entity under common control is a business combination 
in which alt the combining entities or subsidiaries are ultimately controlled by the same 
party or parties both before and after the business combination, and that cont rol is not 
transi tory. 

Subsidiaries acquired which have met the cr iteria for pooling of interest are accounted (or 
using merger accounting principles. Under the merger method of accountings, the results 
of the subsidia ries are presented as if the merger had been affected throughout the current 
and previous financial years. 

The assets and l iabilities combined are accounted for based on the carrying amounts from 
the perspective of the common control shareholder at the date of transfer. No amount is 
recognised in respec! of goodwil l and excess of the acquirer's interest in the net fa ir value 
of the acquiree's identifiable assets and li abi lities and contingent liabil ities over cost at the 
lime of Ihe common control business combination to the extent of the continuation of the 
control ling party and panies' interests. 

When the merger method is used, the cosl of investment in the Company's books is 
recorded at the nominal value of shares issued. The difference between the carrying value 
of the investment and the nominal value of the shares of the subsidiaries is treated as a 
merger deficit or merger reverse as applicable. The results of the subsidiaries being merged 
are included for the full f inancial year. 

ii) Subsidiaries 

Subsidiaries are entities, including structured entities, controlled by the Company. The 
financial statements of subsidiaries are included in the consolidated financial statements 
from Ihe date that control commences until the date that conlrol ceases. 

The Group controls an entity when it is exposed, or has righ ts, to variable returns from its 
involvement with the entity and has the abil ity to affect those returns th rough its power 
over the entity. Potential voting rights are considered when assessing conlrol on ly when 
such rights are substantive. The Group also considers it has de facto power over an 
investee when, despite not having the majo rity of voting rights, it has the current ability to 
direct the 3divities of the investee that signi ficantly aff~ the investee's return. 

15 
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4. Significant accounting policies (Cont'd.) 

a) Basis of combination (Conrd.) 

iii) Transactions e liminated on combination 

Intra-group balances and transactions, and any unrealised income and expenses arising 
(rom intra-group transactions, are e liminated in preparing the combined financial 
statements. 

b) Foreign currency 

Foreign currency transactions 

Transactions in foreign currencies are translated to the functional currency of the Group at 
exchange rates at the date of the transactions. 

Monetary assets and liabil ities denominated in fore ign currencies at the end of the reporting 
period are retranslated to the funclional currency at the exchange rale at that date. 

Non..monetary assets and liabi lities denominated in foreign currencies are not retrans lated al the 
end of the reporting dale, except fo r those that are measured at fai r value wh ich are retranslated 
to the functional currency at the exchange rate at the date that the fair value was determined. 

Foreign currency differences arising on relranslalion are recognised in profit or loss, except for 
differences arising on the retranslation of equiry instruments where they are measured at fa ir value 
through other comprehensive income or a fill ancial instrument deSignated as a cash flow hedge, 
which are recognised in other comprehensive income. 

c) Financia l instruments 

i) Initial recognition and measurement 

A financial asset or a financial liabi li ty is recognised in the statement of financial position 
when, and on ly when, the Group becomes a party to the contractual prov isions of the 
instrument. 

Financial asset (unless it is a trade receivable without significant fi nancing component) is 
initially measured at fair va lue plus, fo r an item not at fai r val ue through profit or loss, 
transaction costs that are directly attributable to its acquisition or issue. A trade receivable 
without a financing component is in itially measured at the transaction price. 

An embedded derivative is recognised separately from the host contract where the host 
contract is not a financia l asset, and accounted for separately if, and only if, the derivative 
is not closely related to the economic characteristics and fisks of the host contract and the 
host contract is not mt!a5ured at fai r va lue through profit or loss. The host contract, in the 
event an embedded derivative is recogn ised separately, is accounled for in accordance 
with policy applicable 10 the nature of the host contract. 

16 
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4. Significant accounting policies (Cont'd.) 

c) Financial instruments (Conrd.) 

ii) Financial instrument categories and subsequent measurement 

Financia l assets 

Categories of financia l assets are determined on initial recogn ition and are not reclassi fied 
subsequent to their initial recognition unless the Group changes its business model for 
managing financial assets in which case all affected financial assets are reclassified on the 
first day of the first reponing period following the change of the business model. 

a) Amonised cost 

Amonised cost category comprises financial assets that are held with in a busi ness 
model whose objective is to hold assets to collect contractual cash flows and its 
contractual terms give rise on specified dates to cash ftows that are solely payments of 
principal and interest on the principal amount outstanding. The financial assets are not 
designated as fair value through profit or loss. Subsequent to initial recognition, th ese 
fi nancia l assets are measured at amortised cost using the effective interest method. The 
amortised cost is reduced by impairment losses. Interest income, foreign exchange 
gains and losses and impairment are recognised in profit or loss. Any gain or loss on 
derecognilion is recogni!.ed in profit or loss. 

b) Fair value thro ugh other comprehensive income 

i) Debt investments 

Fair value through other comprehensive income category comprises debt 
investment where it is held with in a business model whose objective is achieved 
by both collecting contractual cash flows and selling the financial assets, and ils 
contractual terms give rise on specified dates to cash flows that are solely 
payments of principal and interest on the principal amount outstanding. The debt 
investment is not designated as at fair value through profit or loss. Interest income 
calculated using the effective interest method, foreign exchange gains and losses 
and impairment are recognised in profi t or loss. Other net gains and losses are 
recognised in other comprehensive income. On derecognition, gains and losses 
accumulated in other comprehensive income are reclassi fied to profit or loss . 

ii) Equity investments 

This category comprises investment in equity that is not held for trading. and the 
Group i rrevocably elect to present subsequent changes in the investment's fair 
val ue in other comprehensive income. This election is made on an investment
by-investment basis. Dividends are recognised as income in profi t or loss unless 
the dividend dearly represents a recovery of part of the cost of investment. Other 
net gains and losses are recognised in other comprehensive income. On 
derecognition, gains and losses accumulated in other comprehensive income are 
not reclassified to profit or loss. 

17 
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4. Significant accounting policies (Cont'd.) 

c) Financial instruments (Cont'd .) 

ii) Financial instrument categories and subsequent measurement (Conrd.) 

Financial assets (eonl'd.) 

c) Fair value through profit or loss 

All financial assets not measured at amortised cost or fair value through other 
comprehensive income as descri bed above are measured al fair value through profit 
or loss. This includes derivative financia l assets (except for a derivative that is a 
designated and effective hedging instrument). On initial recognition, the Group may 
irrevocably designate a fina ncial assel that otherwise meels the requirements to be 
measured at amortised cost or at fair value through other comprehensive income as al 
fair value through profit or loss if doing so eliminates or significantly reduces an 
accounting mismatch that would otherwise arise. 

Financial assets categorised as fair value through profit or loss are subsequently 
measured at their fair val ue. Net gains or losses, including any interest or dividend 
income, are recognised in the profit or loss. 

All fi nancia l assets, except for those measured al fair value through profit or loss and equity 
investments measured at fa ir value through comprehensive income, are subject to 
impairment assessment (see Note 4(h) (i)). 

Financial liabilities 

The categories of financial liabilities at ini tial recognition are as follows: -

a) Fair val ue through profit or loss 

Fair value through profit or loss category comprises financial liabilities that are 
derivatives (except for a derivative that is a financial guarantee contract or a designated 
and effective hedging instrument), contingent consideration in a business combination 
and financial liabilities that are specifically designated into this category upon initial 
recognition. 

On initial recogni tion, the Group may irrevocably designate a financial liability thaI 
otherwise meets the requirements to be measured al amortised cost as at fair value 
through profit or loss: -

i) if doing so eliminates or significantly reduces an accounting mismatch that 
would otherwise arise; 

ii) a group of financial liabilities or assets and financial liabilities is managed and 
its performance is evaluated on a fair value basis, in accordance with a 
documented risk management or investment strategy, and information about the 
group is provided internally on that basis to the Group's key management 
personnel; or 

18 
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4. Significant accounting policies (Cont 'd.l 

c) Financial instruments (Cont'd .) 

ii l Financial instrument categories and sub5equent measurement (Cont'd.) 

Financial liabi lities (Conl'd.) 

The categories of financial liabilities at initial recognition a re as follows: - (Cont'd.) 

a) Fair value through profit or loss (Cont'd.) 

On initial recognition, the Group may irrevocably designate a fina ncial liabil ity that 
otherwise meets the requirements to be measured at amortised cost as at fair value 
th rough profit or loss: - (Conrd.) 

iii) if a contract contains one or more embedded derivatives and the host is not a 
financial asset in the scope of MFRS 9, where the embedded derivative 
significantly modifies the cash flows and separation is not prohibited. 

Financial liabilities categorised as fair value through profit or loss are subsequently 
measured at their fajr value with gai ns or losses, including any interest expense are 
recogn ised in the profi t or loss. 

For finanCia l liabilities where it is designated as fa ir value th rough profit or loss upon 
initial recognition, the Group recognised the amount of change in fair value of the 
financial liabi lity that is anributable to cha nge in credit risk in the other comprehensive 
income and remaining amount of the change in fajr value in the profit or loss, un less 
the treatment of the effects of changes in the liability's credit risk would create or 
enlarge an accounting mismatch. 

b) Amortised cost 

Other financial liabilities not categorised as fair value th rough profit or loss are 
subsequently measured at amortised cost using the effective interest method. 

Interest expense and fo reign exchange ga ins and losses are recognised in the profit or 
loss. Any gains or losses are also recognised in the profit or loss . 

iii) Financial guarantee contracts 

A financial guarantee contract is a contrad that requires the issuer to make specified 
payments to reimbu rse the holder for a loss in incurs because a specified debtor fa ils to 
make payment when due in accordance with the original or mod ifi ed terms of a debt 
instrument. 

19 
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4. Significant accounting policies (Cont'd.) 

c) fina ncia l instruments (Cont'd.) 

iii) financia l guarantee contracts (Cont'd.) 

financial guarantees issued are initially measured at fair value. Subsequently, they are 
measured at higher of: -

a) The amount of the loss allowance; and 

b) The amount ini tially recognised loss, when appropriate, the cumulative amount of 
income recognised in accordance to the principles of MFRS '5, Revenue from 
Contracts with Customers. 

l iabi li ties arising from fi nancial guarantees are presented together with other provisions. 

iv) Regular way purchase or sa les of financia l assets 

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 convention in the marketplace concerned. 

A regular way pu rchase or sale of fi nancial assets is recognised and derecognised, as 
applicable, using trade date accounting. Trade date accounting refers to: -

a) the recognition of an asset to be received and the liabi lity to pay for it on the trade 
date, and 

b) derecognition of an asset that is sold, recognition of any gain or loss on disposal and 
the recognition of a receivable from the buyer for payment on thc trade date. 

v) Derecognition 

A financia l asset or part of it is derecognised when, and only when the contractual rights 
to the c.lsh flows from the financial asset expire or control of the asset is not reta ined or 
substantially all of the risks and rewards of ownership of the financial asset are transferred 
to another party. On derecognilion of a financial asset, the difference between the carrying 
amount and the sum of the consideration rcceived (incl uding any new asset obtained less 
any new liability assumed) and any cumulative gain or loss that had been recognised in 
equity is recognised in the profit or loss. 

A fi nancia l liabi lity or a part of it is derecognised when, ~nd only when, the obl igation 
specified in the contract is discharged, cancelled or expired. A financial liability is also 
derecogn ised when its terms are modified and the cash flows of the mod ified liability are 
substantially different, in which c.lse, a new fi nancial liability based on modified terms is 
recognised at fa ir value. On derecognition of a financial liability, the difference between 
the c.lrrying amount of the financial liability extinguished or transferred to another party 
and the consideration paid, including any non-cash assets transferred or liabilities 
assumed, is recognised in profit or loss. 

20 
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4. Significant accounting policies (Cont'd.) 

d) plant arW eq uipment 

i) Recogn ition and measurement 

Items of plant and eq uipment are measured at cost less any accumulated depreciation and 
any accumulated impairment losses. 

Cost includes expenditures that a re d irectly attributable to the acquisition of the asset and 
any other costs di rectly attributable to bringi ng the asset to working condition fo r ils 
intended use, and the costs of dismantl ing and removing the items and restoring the site 
on which they are located. The cost of self-constructed assets also incl udes the cost of 
materials and direct labour. For qualify ing assets, borrowing costs are capitalised in 
accordance with the acco unting policy on borrowing costs. 

When significant parts of an item of property, plant and equipment have d ifferent useful 
lives, they are accounted for as separate items (major components) of plant and 
equi pment. 

The gain or loss on d isposal of an item of property, plant and equipment is determined by 
comparing the proceeds (rom disposal with the carrying amount of plant and equipment 
and is recognised net within ·other i ncome~ and ·other expenses~ respectively in profit or 
loss. 

iiI Subsequent costs 

The cost of replacing a component of an item of plant and equipment is recognised in the 
carrying amount of the item if it is probable that the future economic benefits embodied 
within the component wi ll flow to the Group, and its cost can be measured reliably. The 
carrying amount of the replaced component is derecognised to profit or loss. The costs of 
the day-to-day se rv icing of plant and equipment are recognised in profit or loss as incurred. 

iii) Depreciation 

Depreciation is based on the costlvaluation of an asset less its residual va lue. Significant 
components of individual assets are assessed, and if a component has a usefu l li fe that is 
different from the remainder of that asset, then that componen t is depreciated separately. 

Depreciation is recognised in pro fi t or loss on a straight-line basis over the estimated usefu l 
lives of each component of an item of property, plant and equipment from the date th at 
they are available fo r use. Plant and equipment unde r construction are not depredated 
unti l the assets a re ready for their intended use. 

The principal annual rate of depreciation fo r other pla nt and equi pment are as fol lows : -

Plant and mach inery 
Furni ture and finings 
Computer 
Factory equipment 
Office eq uipment 
Renovation 
Telecomm unication equipment 

Rate (,.~) 
10 
10 
10 
10 
10 
10 
10 
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4. Significant accounting policies (Conl'd.) 

d) Plant and equipment (Cont'd.) 

iii) Depreciation (Conrd.) 

Depreciation methods, useful lives and residual values are reviewed at end of tile reporting 
period, and adj usted as appropriate. 

iv) Derecognition 

An item of plant and equipment is derecogn ised upon disposal or when no future 
economic benefits are expected from its use or disposal. Any gain or loss arising on 
derecognition of the asset is recognised in profit or loss. 

e} Inventories 

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

The cost of inventories is calculated using the weighted average method, and includes 
expenditure incurred in acqui ring the inventories, production or conversion costs and other costs 
incurred in bringing them to their existing location and condition . In the case of work-in-progress 
and finished goods, cost incl udes an appropriate share of production overheads based on normal 
operating capacity. 

Net realisable value is the estimated sell ing price in the ordinary course of business, less the 
estimated costs of completion and the estimated costs necessary to make th e sale. 

f) leases 

i) Definition of a lease 

A contrad is, or contains, a lease if the contract conveys a righ t to control the use of an 
identified asset for a period of time in exchange for consideration. To assess whether a 
contract conveys the right to control the use of an identified asset, the Group assess 
whether the contrad involves the use of an identified asset - this may be specified 
explicitly or implicitly, and should be physically distinct or represent substantially all of 
the capacity of a physically distinct asset. If the supplier has a substantive substitution right, 
then the asset is not identified. 

At inception or reassessment of a contract thai contains a lease component, the Group 
a llocates the consideration in the contract to each lease and non-lease component on the 
basis of their relative stand-alone priCes. However, for lease of properties in which the 
Group is a lessee, it has elected not to separate non-lease components and will instead 
account fo r the lease and non-lease components as a single lease component. 
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f) Leases (Cont'd.) 

ii) Recognition and initial measurement 

As a lessee 

The Group recognises a right-of-use asset and a lease liability at the lease commencement 
date. The right-of-use asset is initial ly measured at cost, which comprises the initial amount 
of the lease liabili ty adjusted for any lease payments made at or before the commencement 
dale, pl us any initial direct costs incurred and an estimate of costs to dismantle and remove 
the underlying asset or to restore the underlying asset or the site on which it is located, 
less any lease incentives received. 

The lease liability is initially measured at the present value of Ihe lease pa ~'ments thai are 
not paid at the commencement date, discounted using the interest rate implicit in the lease 
or, if that rate cannot be readily detennined, the respcctive Group's entities incremental 
borrowing rate. Generall y, the Group uses their incremental borrowing rate as Ihe disco unt 
rate. 

Lease payments included in the measurement of the lease liability comp rise the 
following : -

• fixed payments, including in-substance fixed payments less any incentives receivable; 

• variable lease payments that depend on an index or a rate, initially measured using 
the index or rate as at the commencement date; 

• amounts expected to be payable under a residual val ue guarantee; 

• Ihe exercise price under a purchase option that the Group is r~asonab ly certain to 
exercise; and 

• penalties for early termination of a lease unless the Group is reasonable certain not 
to terminate early. 

The Group excludes variable lease payments that linked to fu ture performance or usage of 
the underlying asset from the lease liabi lity. Instead, these payments are recognised in 
profit or loss in the period in which the performance or use occurs. 

The Group has e lected not to recognise right-of-use assets and lease liabilities for short
term leases that have a lease tenn of 12 months or less and leases of low-value assets. The 
Group recognises Ihe lease payments associated with these leases as an expense on a 
straight-line basis over the lease term. 
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fl leases (Cont'd.) 

iii) Subsequent measurement 

As a lessee 

The right-of-use asset is a subsequently depreciated using the straight-line method from the 
commencement date to the earlier of the end of the useful life of the right-of-use asset or 
Ihe end of the lease term. The estimated useful lives of the right-of-use assets are 
determined on the same basis as those of plant and equipment. In addition, the right-of
use asset is periodically reduced by impairmen t losses, if any, and adjusted for certain 
remeasurements of the lease l iability, 

The lease liability is measure at amortised cost using the effective interest method. It is 
remeasured when there is a change in future lease payments ariSing from a change in an 
index or rate, if there is a revision of in-substance fixed lease payments, or if there is a 
change in the Group's estimate of the amount expected to be payable under a residual 
value guarantee, or if the Group changes its assessment of whether it will exercise a 
purchase, extension or termination option. 

When the lease liability is remeasured, a corresponding adj ustment is made to the carryi ng 
amount of the right-at-use asset, or is recorded in profit or loss if the carrying amount of 
the right-of-use assel has been reduced to zero. 

g) Cash and cash equivalents 

Cash and cash equivalents consist of cash in hand and bank balances which have an insignificant 
risk of changes in fair value with original maturities of three months or less, and are used by th~ 
Group in the management of their short-term commitments. For the purpose of the combined 
statements of cash flows, cash and cash equivalents are presented net of bank overdrafts and 
pledged deposits, if any. 

h) Impairment of assets 

i) Financial assets 

The Group recognises loss allowances for expected credit losses on financial assets 
measured at amorti sed cost, debt investments measured at fair value through other 
comprehensive income, contrad assets and lease receivables. Expected credit losses are a 
probability-weighted estimate of credit losses. 

The Group measures loss allowances at an amount equal to lifetime expected credit loss, 
except for debt securities that are determined to have low credit risk at the reporting date, 
cash and bank balance and other debt securities for which credit risk has nol increased 
significantly since initial recognition, which are measured as 12 months expected credit loss. 

loss allowances for trade receivable are always measured at an amount equal to lifetime 
expected credit loss. 
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h) Impairment of assets (Conl'd.) 

i) Financial assets (Cont'd.l 

When determining whether the credit risk of a fina ncial asset has increased significantly 
since initial recognition and when estimati ng expected credit loss, the Group considers 
reasonable and supportable information that is relevant and available without undue cost or 
effort. This includes both quantitative and qualitative information and analysis, based on the 
Group's historical experience and informed credit assessment and including forward
looking information, where available. 

Lifetime expected credi t losses are the expected credit losses that result from all possible 
default events over the expected life of a financial instrument, while 12 months expected 
credit losses are the portion of expected credit losses that result from default events that are 
possi ble within the 12 months after the reporting date. 

The maximum period considered when estimating expected credit losses is the maximum 
contractual period over which the Group are exposed to credit risk. 

The Group estimates the expected credit losses on trade receivables using a proviSion matrix 
with reference to historical credit loss experience. 

An impairment loss in respect of financial assets measu red at amortised cost is recognised 
in profit or loss and the carrying amount of the asset is reduced through the use of an 
a llowance account. 

An impairment loss in respect of debt investments measured at fair value through other 
comprehensive income is recognised in profit or loss and the allowance account is 
recognised in other comprehensive income. 

At each reporting dale, the Group assesses whether financial assets carried at amortised cost 
and debt securities at fa ir value through other comprehensive income are credi t-impai red. 
A financia l asset is credit impaired when one or more events that have a detrimental impact 
on the estimated futu re cash flows of the fina ncia l asset have occurred. 

The gross carrying amount of a financial asset is wrinen off (either partially or fu ll) to the 
extent that there is no realistic prospect of recovery. This is generally the case when the 
Gro up determines that the debtor does not have assets or sources of income that could 
generate sufficient cash flows to repay the amounts subject to the write-off. However, 
financial assets that are written off could sti ll be subject to enforcement activities in order to 
comply with the Group's procedures for recovery amounts due. 

ii) Other assets 

The carrying amounts of other assets are reviewed at the end of each reporting period to 
determine whether there is any indication of impairment. If any such indication exists, then 
the asset's recoverable amount is estimated. For goodwill and intangible assets that have 
indefin ite usefu l lives or that are not ye t ava ilable for use, the recoverable amount is 
estimated each period at the same time. 
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h) Impairment of assets (Cont'd.) 

ii ) Other assets {Cont'd.l 

For the purpose of impairment testing, assets are grouped together into the sma llest group 
of assets that generate cash inflows from conti nuing use that are largely independent of the 
cash inflows of other assets or cash-generating un its. Subject to an operating segment cei li ng 
test, for the purpose of goodwil l impa irment testing, cash-generating units to which goodwill 
has been allocated are aggregated so that the level at which impai rment testing is performed 
reflects the lowest level at which goodw ill is monitored for intema l reponing purposes. The 
goodwill acqui red in a busi ness combination, for the purpose of impairment testing, is 
allocated 10 group of cash-generating units that are expecled to benefit from the synergies 
of the combination. 

The recoverable amount of an asset or cash-generating unit is the greater of its value in use 
and its fair value less costs of disposal. in assessing val ue in use, the estimated future cash 
flows are di scounted to thei r present value using a pre-tax discount rate that reflects current 
market assessments of the time value of money and the risks specific to the asset or cash 
generating uni t. 

An impainnenl loss is recognised if the carrying amount of an asset or its related cash
genera ti ng unit exceeds its estimated recoverable amoun!. 

Impai rment losses are recognised in profit or loss. Impairment losses recognised in respect 
of cash-generating units are allocated first to reduce the carrying amount of any goodwill 
allocated to the cash-generating unit (group of cash-generating units) and then to reduce the 
carrying amounts of the other assets in the cash-generating unit (group of casll-generating 
units) on a pro rata basis. 

An impai rment los5 in respect of goodwiH is not reversed. In respect of other assets, 
impairment losses recognised in prior periods are assessed at the end of each reponing 
period fo r any indications that the loss has decreased or no longer exists. An impairment 
loss is reversed if there has been a change in the estimates used to determine the recoverable 
amount since the last impairment loss was recognised. An impairment loss is reversed only 
to the extent that the asset's carrying amount does not exceed the carrying amount that 
would have been determined, net of depreciation or amortisation, if 110 impai rment loss had 
been recognised. Reversals of impairment losses are credited to profit or loss in Ihe financial 
year in which the reversals are recognised. 

i) Equity instruments 

Instruments classified as equity are measured at cost on ini tial recognition and are not remeasured 
subsequently. 

i) issue expenses 

Costs directly attributable to the issue of instruments classified as eq ui ty are recognised as 
a ded uction from equity. 

ii) Ordinary shares 

Ordinary shares are classified as equity. 
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j) Revenue and other income 

i) Reven ue from contract with customers 

Revenue is measured based on the consideration specified in a contraCi with a cuslomer in 
exchange fo r transferring goods o r services to a customer, excluding amounts collected on 
behalf of third parties. The Group recognises revenue when (or as) it transfers conlrol over 
a product or service to customer. An asset is transferred when (or as) the customer obtains 
control of the asset. 

The Grouptransfers control of a good o r service ata point in time unless one of lhe following 
overti me criteria is met: -

• the customer si multaneously receives and consumes the benefi ts provided as the Group 
perrorms; 

• the Group's performance creates or enhances an asset that the customer controls as the 
asset is created or enhanced; or 

• the Group's periormance does not create an asset with an alternative use and the Group 
has an enforceable right to paymenl for performance completed to date. 

al Goods sold 

Revenue from the sale of goods in th e course of ord inary activities is measured at fai r 
value of the consideration received or receivable, net of returns and allowances, trade 
discounts and volume rebates. Revenue is recognised when persuasive evidence exists, 
usually in the form of an executed sales agreement, that the control of the goods have 
been transferred to the customer and recovery of Ihe consideration is probable. If it is 
probable that discounts wi ll be granted and the amount can be measured reliably, then 
the discount is recognised as a reduction of revenue as the sa les are recognised. 

ii) Interest income 

Interest income is recognised as it accrues using the effective interest method in profit or 
loss except fo r interest income arising from temporary investment of borrowi ngs taken 
specifiGilly for the purpose of obta in ing a qualifying asset which is accounted for in 
accordance with the accounting policy on borrowing costs. 

k) Employee benefits 

1) Short-term employee benefits 

Short-term employee benefit obligations in respect of sa laries, annual bonuses, paid annual 
leave and sick leave are measured on an undiscountcd bas is and are expensed as the related 
service is provided. 

A liabi lity is recognised fo r the amount expected to be paid under short-term cash bonus or 
profit-sharing plans if the Group has a present or constructive obl igation can be estimated 
reliably. 
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