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Plantroom was the largest facility type that we were involved in FYE 2021, having contributed
to 80.92% of our revenue from the MEP Engineering Solutions in FYE 2021.

MEP Maintenance and Services

Revenue from the MEP Maintenance and Services business segment decreased by RM0.80
million or 12.35%, from RM6.48 million in FYE 2020 to RM5.68 million in FYE 2021. The
decrease was attributable to lower contribution of RM2.81 million from existing clients in FYE
2020 due to the completion of maintenance and service work orders in FYE 2020 and no new
contracts or service work orders were secured from the corresponding clients in FYE 2021.

However, the lower contribution was partially offset by contribution of RM1.52 million from work
orders from new clients. In FYE 2021, we provided MEP Maintenance and Services to 104
clients as compared to 78 clients in FYE 2020.

Comparison between FYE 2021 and FYE 2022

Our Group’s total revenue increased by RM53.63 million or 99.86% to RM107.33 million in FYE
2022 from RM53.70 million in FYE 2021 due to an increase of RM48.40 million in revenue
contribution from the MEP Engineering Solutions and RM5.23 million in revenue contribution
from MEP Maintenance and Services. During FYE 2022, revenue recognised based on certified
stage was RM70.62 million (FYE 2021: RM28.91 million) while revenue recognised at a point
in time when the clients obtain control of the asset was RM36.71 million (FYE 2021: RM24.79
million).

In terms of revenue by clients, our revenue was derived mainly from top 4 major clients (2
construction companies, 1 information technology company and 1 electronics manufacturing
services company) that contributed to RM61.81 million in FYE 2022 (representing 57.59% of
total revenue FYE 2022) as compared to RM15.22 miillion in FYE 2021 (representing 28.34%
of total revenue FYE 2021). Furthermore, 36 new clients who were mainly from construction,
information technology, engineering, logistics and warehouse as well as telecommunication
industries had contributed to an aggregate of RM32.35 million, representing 30.14% of our total
revenue in FYE 2022.

MEP Engineering Solutions

The MEP Engineering Solutions business segment remained as our largest revenue contributor
in FYE 2022, having contributed to 89.83% of our total revenue in FYE 2022 compared to
89.43% of our total revenue in FYE 2021. In FYE 2022, our revenue derived from the MEP
Engineering Solutions business segment increased by RM48.40 miltion or 100.79% to RM96.42
million in FYE 2022 from RM48.02 million in FYE 2021. The increase was mainly attributable
to the following:

(i) A new plantroom project (located at Bukit Minyak Industrial Park, Seberang Perai, Pulau
Pinang) for an electronics manufacturing services company which commenced in April
2022 and contributed to a revenue of RM9.94 million in FYE 2022,;

(i) A new cleanroom project (located at Bayan Lepas Free Industrial Zone Phase 4, Pulau
Pinang) for a construction company, which commenced in April 2021 and contributed to
a revenue of RM9.53 million in FYE 2022;

(i) Completion of a plantroom project (located at Bayan Lepas Free Industrial Zone Phase
4, Pulau Pinang) for an electronics manufacturing services company, which commenced
in February 2021 and contributed to a revenue of RM6.99 million in FYE 2022;

(iv) 2 new plantroom projects (both located at Batu Kawan Industrial Park, Seberang Perai,
Pulau Pinang) for a construction company, for which both commenced in September
2021 and contributed to revenue of RM6.58 million and RM2.23 million, respectively in
FYE 2022;
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(v) A new plantroom project (located at Prai Industrial Estate, Pulau Pinang) for a
construction company, which commenced in December 2021 and contributed to a
revenue of RM5.23 million in FYE 2022. As at the LPD, this project was completed;

(vi) A new plantroom project (located at Bayan Lepas Free Industrial Zone Phase 4, Pulau
Pinang) for an information technology company, which commenced in October 2021 and
contributed to a revenue of RM4.88 miillion in FYE 2022. As at the LPD, this project was
completed;

(vii) A new cleanroom project (located at Kuala Ketil Industrial Park, Kedah) for a sterilisation
solution company, which commenced in January 2021. While pending work certification,
no revenue was recognised from this project in FYE 2021. However, for FYE 2022, this
project contributed to a revenue of RM4.57 million. This project was completed in FYE
2022; and

(viii) Increased orders from our clients for data centre cooling solutions and UPS solutions,
which contributed to a revenue of RM8.67 million in FYE 2022 as compared to RM7.57
million in FYE 2021.

Plantroom remained as our largest facility type in FYE 2022, having contributed 62.27% of our
revenue from the MEP Engineering Solutions in FYE 2022.

Our revenue derived from being engaged as main contractor increased by RM35.77 million or
849.64% to RM39.98 million in FYE 2022 from RM4.21 million in FYE 2021. The increase was
mainly attributable to higher revenue from 5 clients by RM33.94 miillion collectively, mainly for
plantroom and cleanroom projects.

MEP Maintenance and Services

Revenue from the MEP Maintenance and Services business segment increased by RM5.23
million or 92.08%, to RM10.91 million in FYE 2022 from RM5.68 million in FYE 2021. The
increase in revenue was generally due to:

(a) increase in work orders from an electronics manufacturing services company which rose
to RM3.75 million in FYE 2022 from RM1.90 million in FYE 2021; and

(b) higher valued work orders provided to 85 clients for maintenance services in FYE 2022 as
compared to 104 clients with lower valued work orders in FYE 2021.

Comparison between FYE 2022 and FYE 2023

Our Group’s total revenue increased by RM43.61 million or 40.63% to RM150.94 million in FYE
2023 from RM107.33 million in FYE 2022 due to an increase of RM41.67 million in revenue
contribution from the MEP Engineering Solutions and RM1.94 million in revenue contribution
from MEP Maintenance and Services. During FYE 2023, revenue recognised based on certified
stage was RM134.63 million (FYE 2022: RM70.62 million) while revenue recognised at a point
in time when the clients obtain control of the asset was RM16.31 million (FYE 2022: RM36.71
million).

Our increased revenue was derived mainly from top 4 major clients (1 construction company,
1 information technology company, 1 electronics manufacturing services company and 1
logistic provider company) that contributed to RM92.94 million in FYE 2023 (representing
61.57% of total revenue in FYE 2023) as compared to RM38.79 million in FYE 2022
(representing 36.14% of total revenue in FYE 2022) by the same set of major clients.
Furthermore, 36 new clients who were mainly from construction, information technology,
engineering, logistics and warehouse as well as telecommunication industries contributed an
aggregate of RM17.36 million, representing 11.50% of our total revenue in FYE 2023.
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(ii)

MEP Engineering Solutions

The MEP Engineering Solutions business segment remained as our largest revenue contributor
in FYE 2023, having contributed to 91.49% of our total revenue in FYE 2023 compared to
89.83% of our total revenue in FYE 2022. In FYE 2023, our revenue derived from the MEP
Engineering Solutions business segment increased by RM41.67 million or 43.22% to RM138.09
million in FYE 2023 from RM96.42 million in FYE 2022. The increase was mainly attributable to
the following:

(i) 1 existing plantroom project (located at Batu Kawan Industrial Park, Seberang Perai,
Pulau Pinang) and 2 existing plantroom projects (located at Kulim Hi-Tech Park, Kedah)
for a construction company and contributed to a collective revenue of RM39.04 million in
FYE 2023;

(i) 1 existing plantroom project (located at Batu Kawan, Kulim) for a sterilisation solution
company, which commenced in October 2022 and contributed to a revenue of RM4.25
million in FYE 2023;

(i) 1 new plantroom project (located at Bayan Lepas Free Industrial Zone Phase 5, Pulau
Pinang) for an information technology company which commenced in January 2023 and
contributed to a revenue of RM10.90 million in FYE 2023; and

(iv) Increased orders from our clients for data centre cooling solutions and UPS solutions,
which contributed to a higher revenue of RM13.01 million in FYE 2023 as compared to
RM8.67 million in FYE 2022.

Plantroom remained as our largest facility type in FYE 2023, having contributed 68.49% of our
revenue from the MEP Engineering Solutions in FYE 2023. Our revenue derived from being
engaged as main contractor increased by RM13.14 million or 32.87% to RM53.12 million in
FYE 2023 from RM39.98 million in FYE 2022.

MEP Maintenance and Services

Revenue from the MEP Maintenance and Services business segment increased by RM1.94
million or 17.78%, to RM12.85 million in FYE 2023 from RM10.91 million in FYE 2022 due to
increase in service orders.

Cost of sales, GP and GP margin

Analysis of cost of sales by components

Audited
FYE 2020 FYE 2021 FYE 2022 FYE 2023

RM’000 % RM'000 % RM000 % RM’000 %
Subcontractor 25,844 71.09 29,866 67.81 60,547 66.16 87,797 68.17
costs
Purchases 10,204 28.07 13,735 3119 30,244 33.05 39,252 30.47
Project related 281 0.77 402 0.91 661 0.72 1,184 0.92
expenses
Rental of 27 0.07 40 0.09 69 0.07 565 0.44
equipment

36,356 100.00 44,043 100.00 91,521 100.00 128,798 100.00

Our cost of sales mainly comprises the following:
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Subcontractor costs

Subcontractor costs are our largest cost of sales component for FYE 2020, FYE 2021,
FYE 2022 and FYE 2023, which represented 71.09%, 67.81%, 66.16% and 68.17% of
our total cost of sales for FYE 2020, FYE 2021, FYE 2022 and FYE 2023 respectively.
We generally engage the services of subcontractors to perform or assist us in performing
certain works, specifically services requiring specialised expertise, skills and/or licences,
specialised machinery and/or equipment or due to the limitation of manpower to carry out
the workload. For example, the supply and installation of MEP materials and systems,
deployment of machinery and equipment, MEP engineering works, civil structural and
architectural works and other related works for MEP Engineering Solutions business
segment, as well as maintenance and service related works for MEP Maintenance and
Services segment.

In FYE 2021, our subcontractor costs increased by RM4.03 million or 15.60% to RM29.87
million in FYE 2021 from RM25.84 million in FYE 2020 which was in tandem with the
increase in project activities and revenue of 25.44% from plantrooms.

In FYE 2022, our subcontractor costs increased by RM30.68 million or 102.71% to
RM#60.55 million in FYE 2022 from RM29.87 miillion in FYE 2021. which was in tandem
with the increase in project activities and revenue of 54.50% from plantrooms and
1,642.77% from cleanrooms under the MEP Engineering Solutions segment.

In FYE 2023, our subcontractor costs increased by RM27.25 million or 45.00% to
RM87.80 million in FYE 2023 from RM60.55 million in FYE 2022, which was in tandem
with the increase in project activities and revenue for plantroom and cleanroom projects.
The higher increase in our subcontractor costs as compared to revenue in FYE 2023 was
attributable to our subcontractors bundling labour charges and the supply of
materials/machinery in one package.

Purchases

Purchases comprise materials such as sensors and instrumentations, valves and fittings
and air compressors and air conditioning systems for project installation and
maintenances which represented 28.07%, 31.19%, 33.05% and 30.47% of our total cost
of sales for FYE 2020, FYE 2021, FYE 2022 and FYE 2023 respectively.

In FYE 2021, our purchases increased by RM3.54 million or 34.71% to RM13.74 million
in FYE 2021 from RM10.20 million in FYE 2020 which was in tandem with the increase
in revenue and materials required for the projects specifically plantrooms.

In FYE 2022, our purchases increased by RM16.50 million or 120.09% to RM30.24
million in FYE 2022 from RM13.74 million in FYE 2021 which was in tandem with the
increase in revenue of certain project activities specifically plantrooms as well as
cleanrooms, that required higher volume of materials and consumables used in the
projects, such as sensors and instrumentations, valves and fittings and air compressors
and air conditioning systems.

In FYE 2023, our purchases increased by RM9.01 million or 29.79% to RM39.25 million
in FYE 2023 from RM30.24 million in FYE 2022 which was in tandem with the increase
in revenue of certain project activities specifically plantroom. During FYE 2023, our
purchases increased with a lower proportion due to our subcontractors bundling labour
charges and the supply of materials/machinery in one package. Hence, our
subcontractor costs increased in higher amount as compared to purchases incurred in
FYE 2022.
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(c) Project related expenses

Project related expenses mainly include workman compensation and all risk insurances
for projects, CIDB levies, tender fees and stamping fees which represented 0.77%,
0.91%, 0.72% and 0.92% of our total cost of sales for FYE 2020, FYE 2021, FYE 2022

and FYE 2023 respectively.

In FYE 2021, our project related expenses increased by RM0.12 million or 42.86% to
RMO0.40 million in FYE 2021 from RMO0.28 million in FYE 2020. The increase was mainly
due to higher tender fees of RM0.11 million resulting from an increased number of
tenders we participated and paid in FYE 2021, being 28 tenders in FYE 2021 as

compared to 9 tenders in FYE 2020.

In FYE 2022, our project related expenses increased by RM0.26 miliion or 65.00% to
RMO0.66 million in FYE 2022 from RM0.40 million in FYE 2021. The increase was mainly
due to higher insurance and project levy fee payable to CIDB, collectively RM0.15 million,
with 30 new projects with aggregate value of RM113.73 million in FYE 2022, as
compared to 17 new projects with aggregate value of RM65.55 million in FYE 2021,

In FYE 2023, our project related expenses increased by RM0.52 million or 78.79% to
RM1.18 million in FYE 2023 from RM0.66 million in FYE 2022. The increase was mainly
due to higher insurance and higher consumables items such as cleaning chemicals, oils,
tools and spare parts for air conditioning systems mainly used for MEP Maintenance and
Services, collectively RM0.37 million with 378 new projects with aggregate value of

RM306.61 million in FYE 2023.

(d) Rental of equipment

Rental of equipment comprises renting of cranes and forklifts, as well as tools and
equipment to carry out our projects for both segments. In FYE 2023, our rental of
equipment increased by RM0.50 million or 714.29% to RM0.57 million in FYE 2023 from
RMO0.07 million in FYE 2022 mainly due to increased rentals of crane, scissors lifts and

forklifts used for plantroom and cleanroom projects.

Analysis of cost of sales by activities

Audited
FYE 2020 FYE 2021 FYE 2022 FYE 2023
RM’000 % RM'000 % RM'000 % RM’'000 %
MEP
Engineering 31,484 86.60 39,963 90.74 83,253 90.97 119,495 . 92.78
Solutions
MEP
Maintenance 4872 13.40 4,080 9.26 8,268 9.03 9,303 7.22
and Services
36,356 100.00 44,043 100.00 91,521 100.00 128,798 100.00
Analysis of GP and GP margin by business activities
Audited
FYE 2020 FYE 2021 FYE 2022 FYE 2023
GP GP GP GP
GP margin GP margin GP margin GP margin
RM’000 % RM’000 % RM'000 % RM'000 %
MEP
Engineering 5,661 15.24 8,060 16.78 13,166 13.65 18,594 13.47
Solutions
MEP
Maintenance 1,606 24.79 1,599 28.16 2,643 2422 3,548 27.61
and Services
7,267 16.66 9,659 17.99 15,809 14.73 22,142 14.67
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The composition of costs varies according to each projects’ requirements depending on project
scope, the composition and requisition of manpower allocation and materials requirements.
Some projects may require higher manpower allocation for project delivery, while other projects
may require higher expenditure for materials. Save for MEP Maintenance and Services, we
price our projects based on cost estimates after taking into consideration various factors,
including project scale, complexity and specifications.

Cost is recognised as it is incurred in the comresponding financial year and revenue is
recognised based on the physical proportion of contract work certified. As such, our GP and
GP margin fluctuates on a year-on-year basis whereby each project's GP differs in terms of
project scope, duration and stages of works performed. Timing difference arises when any
costs incurred and recognised in the financial year but the corresponding revenue is not
recognised due to pending work certification. Such timing difference will lead to fluctuation in
our GP and GP margin. Nonetheless, our project and finance team will always work towards
obtaining progress claims and issuing of sales invoices as soon as the work done and milestone
is met.

During FYE 2020 to FYE 2022, our projects were generally smaller in terms of contract value,
completed and obtained progress claim during the same period. The timing difference was
minimal for FYE 2020 to FYE 2022.

Financial commentaries on cost of sales and GP

Comparison between FYE 2020 and FYE 2021

In FYE 2021, our Group incurred higher total cost of sales, which corresponds with the increase
in our total revenue. Our total cost of sales was predominantly contributed by our MEP
Engineering Solutions segment, contributing 90.74% of our total cost of sales in FYE 2021.

Our overall GP in FYE 2021 increased by RM2.39 million or 32.87% to RM9.66 million in FYE
2021 from RM7.27 million in FYE 2020 and our overall GP margin also improved to 17.99% in
FYE 2021 from 16.66% in FYE 2020.

The improvement was attributable to higher GP from our MEP Engineering Solutions segment
which recorded an increase of RM2.40 million to RM8.06 million in FYE 2021 from RM5.66
million in FYE 2020, and an improvement in GP margin for our MEP Engineering Solutions to
16.78% in FYE 2021 from 15.24% in FYE 2020. This improvement was attributable to MEP
Engineering Solutions’ projects with shorter delivery periods, different scopes and
specifications which commanded better margins, undertaken in FYE 2021, as compared to FYE
2020.

Despite our revenue recorded a reduction of RMO.80 million or 12.35%, our GP from the MEP
Maintenance and Services segment for FYE 2021 only decreased slightly to RM1.60 million in
FYE 2021 from RM1.61 million in FYE 2020. This was mainly due to better GP margin for the
current projects after the completion of a maintenance and service work order from a client in
FYE 2020 which was not recurring and had lower GP margin due to its services specification
and contributed to 43.46% of revenue from the MEP Maintenance and Services segment.
Accordingly, our GP margin from the MEP Maintenance and Services segment increased to
28.16% in FYE 2021 from 24.79% in FYE 2020. Other maintenance and service work orders
secured during FYE 2021 had higher GP margin due to service specification.
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Comparison between FYE 2021 and FYE 2022

In FYE 2022, our Group incurred higher total cost of sales, which corresponds with the increase
in our total revenue. Our total cost of sales was predominantly contributed by our MEP
Engineering Solutions segment, contributing 90.97% of our total cost of sales in FYE 2022.

Our overall GP in FYE 2022 increased by RM6.15 million or 63.66% to RM15.81 million in FYE
2022 from RM9.66 million in FYE 2021 which was mainly attributable to higher GP from our
MEP Engineering Solutions segment which recorded an increase of RM5.11 million in FYE
2022 in line with the increase in revenue for our MEP Engineering Solutions segment as
discussed in Section 12.2.2 (i) of this Prospectus in FYE 2022.

Despite the increase in our overall GP, our overall GP margin decreased to 14.73% in FYE
2022 from 17.99% in FYE 2021. The decrease was mainly due to the following:

(a) competitive pricing strategy to penetrate new clients and/or new markets in FYE 2022;
and

(b} increase in material prices such as copper and steel products driven by supply shortage
where such materials are generally provided and charged by our subcontractors.

Apart from the increase in GP from our MEP Engineering Solutions segment, our MEP
Maintenance and Services segment also recorded an increase of RM1.04 million, to RM2.64
million in FYE 2022 from RM1.60 million in FYE 2021 which was in line with the increase in
revenue for our MEP Maintenance and Services segment. Nonetheless, our GP margin
decreased to 24.22% from 28.16% due to our Group’s strategy to penetrate the maintenance
services market by offering competitive prices and it was also affected by an increase in
consumable prices (i.e., spare parts for air conditioning systems) charged by our suppliers.

Comparison between FYE 2022 and FYE 2023

In FYE 2023, our Group incurred higher total cost of sales, which corresponds with the increase
in our total revenue. Our total cost of sales was predominantly contributed by our MEP
Engineering Solutions segment, contributing 92.78% of our total cost of sales in FYE 2023.

Our overall GP in FYE 2023 increased by RM6.33 million or 40.04% to RM22.14 million in FYE
2023 from RM15.81 million in FYE 2022 which was mainly attributable to higher GP from our
MEP Engineering Solutions segment which recorded an increase of RM5.42 million in FYE
2023 in line with the increase in revenue for our MEP Engineering Solutions segment as
discussed in Section 12.2.2 (i) of this Prospectus in FYE 2023. However, our total cost of sales
increased by 40.73% in FYE 2023 at a higher rate than the increased in our total revenue of
40.63% in FYE 2023. This is mainly due to the increase in rental of equipment (such as crane,
scissor lifts and forklifts used for plantroom and cleanroom projects) instead of the increase in
the percentage of our subcontractor cost as the bundling of labour charges and the supply of
materials/machinery in one package under the subcontractor cost is being offset by the
decrease in the percentage of the purchases. Hence, our GP margin decreased to 14.67% in
FYE 2023 from 14.73% in FYE 2022.

Our MEP Maintenance and Services segment recorded an increase in GP of RM0.91 million,
to RM3.55 million in FYE 2023 from RM2.64 million in FYE 2022 which was in line with the
increase in revenue for our MEP Maintenance and Services segment. Our GP margin increased
to 27.61% in FYE 2023 from 24.22% in FYE 2022 due to better GP margin for the current and
new service work orders due to its services specification.

186



Registration No.: 202201031781 (1477478-K)

12.

FINANCIAL INFORMATION (CONT’D)

(i)

Other operating income

Audited
FYE 2020 FYE 2021 FYE 2022 FYE 2023
RM’000 % RM000 % RM000 % RM’000 %
Gain on
disposal  of
non-current - - - - - - 293 58.84
asset held for
sale
Rental income - - - - - - 132 26.51
Gain on
disposal of
property, - - - - 85 62.50 - -
plant and
equipment
Gain on
disposal  of
right-of-use ' ) 19 15.57 ) ) ) )
assets
Interest income 2 5.13 54 44 26 39 28.68 38 7.63
Wage subsidy 18 46.15 42 34.43 - - - -
Others(" 19 48.72 7 5.74 12 8.82 35 7.02
39 100.00 122  100.00 136 100.00 498 100.00
Note:

(1 Others pertain to gain on foreign exchange, appreciation token received and payment incentives from
suppliers.

Comparison between FYE 2020 and FYE 2021

Our other operating income increased by RM0.08 million or 200.00% to RM0.12 miillion in FYE
2021 from RMO0.04 million in FYE 2020 mainly due to interest income of RM0.05 million from
the increase in placement of fixed deposits with financial institutions, as well as increase in
wage subsidies by RM0.02 million received in FYE 2021 from SOCSO for our eligible
employees from the Wage Subsidy Programme introduced in 2020 as part of the Government’s
COVID-19 economic stimulus package.

Comparison between FYE 2021 and FYE 2022

Our other operating income increased by RM0.02 million or 16.67% to RMO0.14 million in FYE
2022 from RMO0.12 million in FYE 2021 mainly due to gain of RM0.09 million on the disposal of
2 units of motor vehicles for RM0.09 million.

The increase in other operating income in FYE 2022 was offset by the absence of wage
subsidies of RM0.04 million received in the preceding FYE from the Wage Subsidy Programme
in FYE 2022.

Comparison between FYE 2022 and FYE 2023

Our other operating income increased by RM0.36 million or 257.14% to RM0.50 million in FYE
2023 from RMO0.14 million in FYE 2022 mainly due to gain of RM0.29 million on the disposal of
3-storey terrace house classified under non-current asset held for sale and rental income
received in FYE 2023 of RMO0.13 million was derived from the rental of BK Factory to a third

party.
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(iv)

Administrative expenses

Administrative expenses are expenses not directly attributable to the generation of revenue, as

follows:
Audited
FYE 2020 FYE 2021 FYE 2022 FYE 2023
RM’000 % RM000 % RM’000 % RM’000 %
Staff costs(!) 2,220 80.52 2,530 81.35 3,546 77.90 4823 62.62
Office
expenses? 135 490 179 5.76 252 5.54 514 6.67
Marketing
expenses 116 4.21 145 4.66 185 4,06 392 5.09
P’f"::f;fw“a' 65  2.36 91 293 195 428 1445 1876
Travelling and
accommodation 90 3.26 39 1.25 138 3.03 188 2.44
expenses
Rental
expenses® 51 1.85 30 0.96 41 0.90 170 2.21
Upkeep of motor
vehicles 54 1.96 51 1.64 31 0.68 126 1.64
CoVID-19
related - - 17 0.55 50 1.10 - -
expenses
Others® 26 0.94 28 0.90 ©)114 2.51 44 0.57
2,757 100.00 3,110 100.00 4,552 100.00 7,702 100.00
Notes:

(M

Staff costs pertain to staff salaries, allowances, bonuses, statutory contributions and other benefits of
administrative and management employees as well as directors.

Audited

FYE 2020 FYE 2021 FYE 2022 FYE 2023

RM’000 RM’'000 RM’000 RM’000

Eg:}zl:yees' salaries, allowance and 1,406 1,641 2404 3032
Directors' remuneration 593 597 765 1,048
EPF and SOCSO contribution 183 241 321 572
Staff welfare 38 51 56 171
Total staff costs 2,220 2,530 3,546 4,823

Office expenses mainly include utilities expenses, insurances, cleaning expenses and office
refreshments.

Professional services mainly inciude audit, legal and secretarial fees.
Rental expenses for the rental of offices, photocopiers and hostels.

Others are mainly expenses incurred for service charges, stamp duties, bank charges, advertisements
and penalties.

Includes penalties of RM64,721, mainly attributed to tax penalties due to under estimation and bank
guarantee fee of RM17,500 for Syarikat Jaminan Pembiayaan Perniagaan (“SJPP”) Schemes - SME
Working Capital Financing. On 25 May 2023, our subsidiary, Criticai M&E was imposed tax penalty of
RM14,087 due to under estimation of tax for the year of assessment 2019 and 2020. Such amount has
been fully settled in June 2023. As at the LPD, there are no other outstanding tax penalties to be paid.
In order to mitigate any under estimation of tax moving forward, our Group has established procedures
which include preparation of forecasted tax computation and frequent review of tax computation by tax
agent appointed by our Group.
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Comparison between FYE 2020 and FYE 2021

Our administrative expenses increased by RM0.35 million or 12.68% to RM3.11 million in FYE
2021 from RM2.76 million in FYE 2020 mainly attributable to an increase in staff costs of
RM0.31 million arising from salary increments for our existing staff in tandem with the improved
performance of our Group.

Comparison between FYE 2021 and FYE 2022

Our administrative expenses increased by RM1.44 million or 46.30% to RM4.55 million in FYE
2022 from RM3.11 million in FYE 2021 mainly attributable to:

(@)

(b)

(c)

increase in staff costs of RM1.02 million arising from annual salary revisions made during
FYE 2022 and bonus payouts to our existing staff and directors in tandem with our
business growth;

increase in professional fees of RM0.11 million arising from the assurance services for
the accounting standard conversion of MFRS and legal services for registration of
trademark and drafting of tenancy agreements; and

increase in travelling and accommodation expenses of RM0.10 million, following the
upliftment of COVID-19 travel restrictions imposed by the Government.

Comparison between FYE 2022 and FYE 2023

Our administrative expenses increased by RM3.15 million or 69.23% to RM7.70 million in FYE
2023 from RM4.55 million in FYE 2022 mainly attributable to:

@)

(b)

()

(d)

(e)

increase in staff costs of RM1.27 million mainly arising from increase in headcounts,
annual salary revisions made during FYE 2023 and bonus payouts to our existing staff in
tandem with our business growth;

increase in professional fees of RM1.25 million mainly arising from:

¢ RMO0.25 miilion for legal services and guarantee fees in relation to loans application
under Syarikat Jaminan Pembiayaan Perniagaan Berhad (SJPP);

¢ RMO0.12 million for assurance services for audit review services; and
RMO0.51 million for listing expenses;

increase in office expenses of RM0.26 million, mainly arising from renewal of license fees
(i.e., Autocad, computer antivirus software and Microsoft office license) and higher of
group personal accident insurance for staff due to increased headcounts in FYE 2023;

increase in marketing expenses of RMO0.20 million, mainly arising from higher
entertainment expenses; and

increase in rental expenses of RM0.13 million, mainly arising from increase in storage of
equipment for projects.

[ The rest of this page has been intentionally left blank ]
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(v)

Distribution expenses

Distribution expenses are incurred for business development to support our MEP Engineering
Solutions business segment, as follows:

Audited
FYE 2020 FYE 2021 FYE 2022 FYE 2023
RM’000 % RM'000 % RM000 % RM'000 %
Travelling
expenses 82 66.67 99 61.49 126 71.19 174 45.08
Transportation
charges 41 33.33 62 38.51 51 28.81 212 54.92
123 100.00 161  100.00 177 100.00 386 100.00

Our distribution expenses increased from RMO0.12 million in FYE 2020 to RM0.16 million in FYE
2021 and subsequently to RMO0.18 million in FYE 2022 and further increased to RM0.39 million
in FYE 2023 which were incurred for business development and distribution of data centre
cooling solutions and UPS solutions business under our MEP Engineering Solutions business

segment.

[ The rest of this page has been intentionally left blank ]
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(vi)

Net losses/(gains) on impairment of financial assets

Audited
FYE 2020 FYE 2021 FYE 2022 FYE 2023
RM’'000 % RM’000 % RM’000 % RM’000 %

Impairment losses

on trade 492 100.00 46 22.66 132 280.85 372 100.00
receivables

Reversal of

impairment losses
on trade

(249) (122.66) (179) (380.85) - -

receivables

Net
losses/(gains)

on impairment of 492  100.00 (203) (100.00) (47)  (100.00) 372 100.00

trade

receivables

For the application of MFRS 9 — Financial Instruments, our Group estimates a lifetime expected
credit loss allowance for all financial assets. We develop the expected loss rates based on the
payment profiles of past sales and the corresponding historical credit losses which is then
adjusted based on reasonable and supportable qualitative and quantitative forward-looking
information.

Comparison between FYE 2020 and FYE 2021

In FYE 2020, we incurred net impairment losses on trade receivables of RM0.49 million due to
the application of MFRS 9 — Financial Instruments. The above net impairment losses on trade
receivables were recognised on impaired receivables of RM0.49 million.

In FYE 2021, we recorded reversal of impairment losses on trade receivables of RM0.25 million
(FYE 2020: nil) due to subsequent collections on the trade receivable balances that were
previously impaired. We also incurred impairment losses on trade receivables of RM0.05 million
due to the application of MFRS 9 — Financial Instruments. In summary, the net reversal of
impairment of trade receivables of RM0.20 million was recorded in FYE 2021.

Comparison between FYE 2021 and FYE 2022

In FYE 2022, we recorded reversal of impairment losses on trade receivables of RM0.18 million
(FYE 2021: RM0.25 million) due to subsequent collections on the trade receivable balances
that were previously impaired. We also incurred impairment losses on trade receivables of
RM0.13 million (FYE 2021: RMO0.05 million) due to the application of MFRS 9 — Financial
Instruments. In summary, the net reversal of impairment of trade receivables of RM0.05 million
was recorded in FYE 2022.

Comparison between FYE 2022 and FYE 2023

In FYE 2023, we incurred impairment losses on trade receivables of RM0.37 million (FYE 2022:
RMO.13 million) comprised collective impairment of RM0.06 million and individual impairment
of RM0.31 million (mainly comprising 1 trade receivable of RM0.25 million). The increase in
allowance for impairment losses on trade receivables of RM0.06 million was mainly due to
assessment on expected credit loss from the application of MFRS 9 — Financial Instruments.
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(vii)  Other operating expenses
Audited
FYE 2020 FYE 2021 FYE 2022 FYE 2023
RM’000 % RM000 % RM000 % RM000 %
Depreciation of property, 123 4767 122 2450 125  21.70 102 16.56
plant and equipment
Depreciation of - - - - 14 243 2 357
investment property
Depreciation of right-of- 135 52.33 375 7530 435 7552 474  76.95
use assets
Loss on foreign exchange - - 1 0.20 2 0.35 18 2.92
258 100.00 498 100.00 576 100.00 616 100.00

Comparison between FYE 2020 and FYE 2021

Our other operating expenses increased by RM0.24 million or 92.31%, to RMO0.50 million in
FYE 2021 from RM0.26 million in FYE 2020 was attributable to an increase in depreciation of
right-of-use assets of RM0.24 miillion arising from the full year depreciation of the motor vehicles
purchased in the end of FYE 2019 and new rental obligations for the rental of offices.

Comparison between FYE 2021 and FYE 2022

Our other operating expenses increased by RM0.08 million or 16.00%, to RM0.58 million in
FYE 2022 from RMO0.50 million in FYE 2021 mainly attributable to an increase in depreciation
of right-of-use assets arising from the additional motor vehicles under hire purchase
arrangement and rental obligations for the rental of offices.

Comparison between FYE 2022 and FYE 2023
Our other operating expenses increased by RM0.04 million or 6.90%, to RM0.62 million in FYE
2023 from RMO0.58 million in FYE 2022 mainly attributable to an increase in depreciation of

right-of-use assets arising from the additional motor vehicle under hire purchase arrangement
and the rental obligations for the rental of our Headquarter.

[ The rest of this page has been intentionally left blank ]
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(viii)

Finance costs

Audited
FYE 2020 FYE 2021 FYE 2022 FYE 2023
RM’000 % RM000 % RM000 % RM000 %
Interest expense
on:
Bankers _ R - - 1 0.40 28 7.55
acceptances
Bank overdrafts 12 9.52 12 8.00 7 2.82 3 0.81
Lease liabilities 19 15.08 39 26.00 42 16.94 59 15.90
Term loans 95 75.40 99 66.00 106 42.74 106 28.57
Bank guarantee - . . - 92  37.10 175 4717
fees
126  100.00 150 100.00 248 100.00 371 100.00
Note:
* Negligible.

Our finance costs consist of interests on bankers’ acceptances, bank overdrafts, lease liabilities
and term loans, as well as bank guarantee fees, with details as follows:

(a) Bankers’' acceptances are mainly used to finance purchase of materials such as sensors
and instrumentations, valves and fittings, air compressors and air conditioning systems
for project installation and maintenance. We also use bankers’ acceptances to settle
subcontractors’ costs;

(b) Bank overdrafts are used to finance working capital;

(c) Lease liabilities are used to finance the purchase of motor vehicles and includes rental
obligations for the rental of properties;

(d) Term loans are used to finance the purchase of office building (classified as non-current
asset held for sale in FYE 2022), and BK Factory (classified as investment property); and

(e) Bank guarantees carry a fee equal to a small percentage amount of the entire contract,
normally 0.05% to 1.20% of the guaranteed amount. Some of our contracts may require
us to take out a performance bond, typically in the form of a bank guarantee which can
be called upon by our clients to a specified maximum limit in the event of breach of the

contract.
Comparison between FYE 2020 and FYE 2021

Our finance costs increased by RM0.02 million or 15.38%, to RM0.15 million in FYE 2021 from
RMO.13 million in FYE 2020, mainly aftributable to the increase in interests charged on lease
liabilities in relation to rented office buildings and motor vehicles under hire purchase
arrangement.

Comparison between FYE 2021 and FYE 2022

Our finance costs increased by RMO0.10 million or 66.67%, to RM0.25 million in FYE 2022 from
RMO0.15 million in FYE 2021 mainly attributable to the increase in fees charged on bank
guarantees of RM0.09 million in relation to working capital financing under SJPP schemes.

Comparison between FYE 2022 and FYE 2023

Our finance costs increased by RM0.12 million or 48.00%, to RM0.37 million in FYE 2023 from
RMO0.25 million in FYE 2022 mainly attributable to the increase in bank guarantee fees in
relation to guarantee fees paid for projects commenced in FYE 2023.
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(ix)

PBT, PAT, PBT margin and PAT margin

Audited
FYE 2020 FYE 2021 FYE 2022 FYE 2023
PBT (RM'000) 3,550 6,065 10,439 13,193
PBT margin (%) 8.14 11.29 9.73 8.74
PAT (RM'000) 2,642 4,761 7.897 9,590
PAT margin (%) 6.06 8.87 7.36 6.35

Comparison between FYE 2020 and FYE 2021

We recorded an increase in PBT of RM2.52 million or 70.85%, to RM6.07 million in FYE 2021
from RM3.55 million in FYE 2020. The increase in PBT was derived from higher GP from the
MEP Engineering Solutions segment attributable to the MEP Engineering Solutions’ projects
with shorter delivery periods, different scopes and specifications which commanded better
margins that were undertaken in FYE 2021, as compared to FYE 2020 as well as the reversal
of impairment on trade receivables (due to subsequent collection of the overdue trade
receivables) of RM0.25 million in FYE 2021.

Hence, this resulted in our PBT margin increased to 11.29% in FYE 2021 from 8.14% in FYE
2020.

Correspondingly, our PAT increased by RM2.12 million or 80.30% to RM4.76 million in FYE
2021 from RM2.64 million in FYE 2020, while our PAT margin increased to 8.87% in FYE 2021
from 6.06% in FYE 2020.

Comparison between FYE 2021 and FYE 2022

We recorded an increase in PBT of RM4.37 miillion or 71.99%, to RM10.44 million in FYE 2022
from RM6.07 million in FYE 2021. The increase in PBT was mainly derived from higher GP
driven by the higher revenue from both MEP Engineering Solutions as well as MEP
Maintenance and Services business segments.

Despite the increase in PBT, our PBT margin decreased to 9.73% in FYE 2022 from 11.29%
in FYE 2021 mainly due to the decrease in overall GP margin resulting from:

(a) Increase in material price (such as copper and steel products) for the MEP Engineering
Solutions segment;

(b) Offering competitive prices for both MEP Engineering Solutions as well as MEP
Maintenance and Services business segments to penetrate new clients and/or new
markets in FYE 2022; and

(c) Increase of consumables prices (i.e., spare parts for air conditioning systems) charged
by our suppliers for the MEP Maintenance and Services business segment.

Correspondingly, our PAT increased by RM3.14 million or 65.97% to RM7.90 million in FYE
2022 from RM4.76 million in FYE 2021, while our PAT margin decreased to 7.36% in FYE 2022
from 8.87% in FYE 2021.

Comparison between FYE 2022 and FYE 2023
We recorded an increase in PBT of RM2.75 million or 26.34%, to RM13.19 million in FYE 2023
from RM10.44 million in FYE 2022. The increase in PBT was mainly derived from higher GP

driven by the higher revenue from both MEP Engineering Solutions as well as MEP
Maintenance and Services business segments.
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(x)

Despite the increase in PBT, our PBT margin decreased to 8.74% in FYE 2023 from 9.73% in
FYE 2022 attributable to higher administrative expense increased by 69.23% which grew at a
rate higher than our revenue growth rate of 40.63%. The higher administrative expenses were
attributable to the higher staff costs and professional fees (mainly listing expenses) incurred
during FYE 2023.

Due to the foregoing, our PAT increased by RM1.69 million or 21.39% to RM9.59 million in FYE
2023 from RM7.90 million in FYE 2022, while our PAT margin decreased to 6.35% in FYE 2023
from 7.36% in FYE 2022.

Taxation
Audited
FYE 2020 FYE 2021 FYE 2022 FYE 2023
RM’000 RM’000 RM’000 RM’000
Income tax 946 1,269 2,647 3,583
Deferred tax liabilities (38) 35 (105) 20
908 1,304 2,542 3,603
Effective tax rate (%)™ 25.58 21.50 24.35 27.31
Statutory tax rate (%) 24.00 24.00 24.00 24.00
Note:

(1) Critical Sales & Services is qualified for preferential tax rates of 17.00% on the first chargeable income
of RM600,000 for the FYE Under Review.

Our effective tax rate for FYE 2020 of 25.58% was higher than the statutory rate of 24.00%
mainly due to the add back of the non-deductible expenses such as insurance, depreciation
and impairment loss on trade receivables as well as the under provision of tax expenses in prior
years.

Our effective tax rate for FYE 2021 of 21.50% was lower than the statutory rate of 24.00%
mainly due to the reversal of impairment losses on trade receivable of RM0.25 million which
was not subject to tax and overprovision of tax expenses in prior years.

Our effective tax rate for FYE 2022 of 24.35% was slightly higher than the statutory rate of
24.00% mainly due to the under provision of tax expenses in prior years.

Our effective tax rate for FYE 2023 of 27.31% was higher than the statutory rate of 24.00%
mainly due to the add back of non-deductible expenses such as depreciation, listing expenses
and loss on impairment of trade receivable as well as the under provision of tax expenses in
prior years.

We have not established any other place of business outside of Malaysia and derives revenue
solely from Malaysia. Malaysia is under the single-tier tax system and does not impose
withholding tax on dividends paid to shareholders. Dividends are exempt in the hands of
shareholders.
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12.2.3 Review of financial position

(i Assets
Audited
As at 30 June
2020 2021 2022 2023

RM’000 RM’000 RM’000 RM’000
Non-current assets
Property, plant and equipment 3,653 3,921 1287 509
Right-of-use assets 1,210 959 1,411 1,414
Investment property - - 12,930 2,909
Deferred tax assets - - 24 12
Total non-current assets 4,863 4,880 4,652 4,844
Current assets
Inventories - 24 - -
Trade and other receivables 2 11,345 13,551 41,291 41,567
Contract assets - - 464 305
Cash and bank balances 4,418 7,241 7,234 9,708
Total current assets 15,763 20,816 48,989 51,580
Non-current assets held for sale - - 1705 -
Total assets 20,626 25,696 54,346 56,424
Notes:

1) The BK Factory was initially recognised in property, plant and equipment prior to FYE 2022 as our Group
had acquired the property with the intention of relocating our operations to this premise in late 2021 /
early 2022. However, our Group did not proceed with this plan due to mobility and accessibility of the BK
Factory premise for our employees who mainly reside in Pulau Pinang island. Thus, in FYE 2022, we
reclassified BK Factory from property, plant and equipment to investment property upon renting the
factory building out to a third party. Prior to renting out BK Factory to the third party, the BK Factory was
vacant.

(2) Include retention sums retained by our clients for our projects (net of impairment losses) which amounted
to RM1.13 million, RM1.13 million, RM4.77 million and RM9.46 miillion for the FYE 2020, FYE 2021, FYE
2022 and FYE 2023, respectively.

(3) Refer to the 3-storey terrace house reclassified as non-current asset held for sale as our Group has
entered into a sale and purchase agreement with our Promoters, substantial shareholders and Directors,
namely Ir. Tan Si Lim and Ir. Chow Chin Seang to dispose the 3-storey terrace house during the FYE
2022 for a consideration of RM998,000.00. The sale and purchase agreement was completed on 30
August 2022.

Comparison between 30 June 2020 and 30 June 2021

Our total assets increased by RM5.07 million or 24.58% to RM25.70 million as at 30 June 2021

from RM20.63 million as at 30 June 2020, mainly due to the increase in current assets of

RMb5.06 million as at 30 June 2021.

Our current assets increased by RM5.06 million or 32.11% due to the following:

(a) increase in frade and other receivables of RM2.20 million, due to the increase in invoices
billed to clients under our MEP Engineering Solutions business segment towards last
quarter of the financial year; and

(b) increase in cash and bank balances of RM2.82 million, mainly due to higher internally
generated funds from our business growth.
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(i)

Comparison between 30 June 2021 and 30 June 2022

Our total assets increased by RM28.65 million or 111.48% to RM54.35 miillion as at 30 June
2022 from RM25.70 million as at 30 June 2021. This was mainly due to the increase in trade
and other receivables of RM27.74 million, resulting from the increase in invoices billed to clients
under our MEP Engineering Solutions as well as MEP Maintenance and Services business
segments towards last quarter of the financial year which was in line with the increase in
revenue in FYE 2022,

Comparison between 30 June 2022 and 30 June 2023

Our total assets increased by RM2.07 million or 3.81% to RM56.42 million as at 30 June 2023
from RM54.35 million as at 30 June 2022, mainly due to the increase in current assets of
RM2.59 million as at 30 June 2023.

Our current assets increased by RM2.59 million or 5.29% due to the following:

(a) increase in trade and other receivables of RM0.28 million, due to the increase in tender
deposits of RM1.31 million and this was offset by the decrease in trade receivables of
RMO0.93 million attributable to the improved collection of our trade receivables during FYE
2023. Our average trade receivables turnover period for FYE 2023 was 77 days (FYE
2022: 79 days); and

{(b) increase in cash and bank balances of RM2.48 million, mainly due to higher internally
generated funds from our business growth.

The increase in total assets was offset by the absence of non-current asset held for sale of
RMO.71 million following its disposal in August 2022.

Liabilities
Audited
As at 30 June
2020 2021 2022 2023

RM’000 RM’'000 RM’000 RM’000
Non-current liabilities
Borrowings 2,581 2,940 2,823 2,265
Lease liabilities 731 552 909 931
Deferred tax liabilities 46 81 - 8
Total non-current liabilities 3,358 3,573 3,732 3,204
Current liabilities
Trade and other payables () 10,262 11,214 34,220 28,767
Contract liabilities - - 241 154
Borrowings 318 431 480 1,233
Lease liabilities 247 235 277 369
Current tax liabilities 685 1,326 582 693
Total current liabilities 11,512 13,206 35,800 31,216
Total liabilities 14,870 16,779 39,532 34,420
Note:
(1) Include retention sums retained by our Group for the subcontractors’ work, which amounted to RM1.38

million and RM3.88 million for the FYE 2022 and FYE 2023, respectively.

197



Registration No.: 202201031781 (1477478-K)

12.

FINANCIAL INFORMATION (CONT’D)

Comparison between 30 June 2020 and 30 June 2021

Our total liabilities increased by RM1.91 million or 12.84% to RM16.78 million as at 30 June
2021 from RM14.87 million as at 30 June 2020 mainly due to an increase in current liabilities
of RM1.70 million as at 30 June 2021.

Our non-current liabilities increased by RM0.21 million or 6.25% mainly due to the increase in
bank borrowings of RM0.36 million as a result of further drawdown of RM0.46 million from our
term loan for the purchase of BK Factory. The increase was offset by the decrease in lease
liabilities due to scheduled repayments for motor vehicles under hire purchase arrangements.

Our current liabilities increased by RM1.70 million or 14.77% mainly due to the increase in trade
and other payables of RMO0.95 million, in line with higher subcontractor’ costs and purchases in
FYE 2021. The increase was also attributable to the current tax liabilities that increased by
RM0.64 million, due to higher income tax expenses for FYE 2021.

Comparison between 30 June 2021 and 30 June 2022

Our total liabilities increased by RM22.75 million or 135.58% to RM39.53 million as at 30 June
2022 from RM16.78 million as at 30 June 2021 mainly due to an increase in current liabilities
of RM22.59 million as at 30 June 2022.

Our non-current liabilities increased by RMO0.16 million or 4.48% mainly due to the increase in
non-current portion of lease liabilities of RM0.36 million resulting from the new rental obligation
of motor vehicles and our Headquarter which started in April 2022. The increase was offset by
scheduled repayments for lease liabilities and term loans.

Our current liabilities increased by RM22.59 million or 171.01% mainly due to the increase in
trade payables of RM20.64 million, which was in line with higher purchases and subcontractors’
costs in FYE 2022, as well as the increase in other payables of RM2.36 million, mainly arising
from the dividend payable of RM2.00 million in respect of FYE 2022. The increase was offset
by the decrease in current tax liabilities of RM0.75 million, mainly due to prepayments made on
monthly tax instalments during FYE 2022 of RM2.28 miillion for income tax for FYE 2022, which
was offset by the provision of income tax expenses for FYE 2022 of RM2.65 million.

Comparison between 30 June 2022 and 30 June 2023

Our total liabilities decreased by RM5.11 million or 12.93% to RM34.42 million as at 30 June
2023 from RM39.53 million as at 30 June 2022 mainly due to a decrease in current liabilities of
RM4.58 million as at 30 June 2023.

Our non-current liabilities decreased by RM0.53 million or 14.21% mainly due to settlement of
term loans following the disposal of 3-storey terrace house classified as a non-current asset
held for sale. The decrease in non-current liabilities was offset by the increase in lease liabilities
arising from 1 unit of motor vehicle under hire purchase agreement and the new rental obligation
of our Headquarter.

Our current liabilities decreased by RM4.58 million or 12.79% mainly due to the following:

(a) decrease in trade payables of RM3.49 million, as we had paid our suppliers in a shorter
time period which reduced our trade payable turnover days from 82 days to 77 days in
FYE 2023; and

(b) decrease in other payables of RM1.97 million, mainly arising from full payment of the
dividend payable of RM2.00 million in respect of FYE 2022.

The decrease in current liabilities was partially offset by the increase in borrowings mainly
arising from higher bankers’ acceptance for purchase of materials.
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12.2.4 Review of cash flows

Audited

FYE 2020 FYE 2021 FYE 2022 FYE 2023

RM’000 RM’000 RM’000 RM’000

Net cash from operating activities 134 4,678 646 6,442

Net cash (used in)/from investing activities (1,802) (1,278) (292) 624

Net cash from/(used in) financing activities 1,217 (1,510) (274) (4,502)

Net (d_ecrease)/ increase in cash and cash 451) 1,890 80 2,564

equivalents

Effect of foreign exchange rates changes ‘ 1) * (13)
Cash and cash equivalents at beginning of

financial years 3,956 3,505 5,394 5474

Cash and cash equivalents at end of 3,505 5,394 5,474 8,025

financial years

Note:
. Negligible.

Majority of our cash and cash equivalents are held in RM. Save for any applicable financial
covenants and the Act, and subject to the availability of distributable profits and reserves, there
are no legal, financial or economic restrictions on our subsidiaries’ ability to transfer funds to
our Company in the form of cash dividends, loans or advances.

FYE 2020
Net cash from operating activities

For FYE 2020, our operating profit before working capital changes was RM4.44 million. Our net
cash from operating activities was RMO0.13 million after adjusting for the following key items:

0] increase in trade and other receivables of RM7.22 million, mainly due to the increase in
invoices billed to clients towards last quarter of the financial year;

(i) increase in trade and other payables of RM3.61 million, mainly due to higher
subcontractors’ costs and purchases incurred for FYE 2020 to support project activities;
and

(i) we also paid income tax of RM0.59 million and interest of RM0.11 million for bank
overdrafts and term loan.

Net cash used in investing activities

For FYE 2020, our net cash used in investing activities was RM1.80 million, attributable to the
following:

Q) purchase of property, plant and equipment of RM1.48 million, mainly the acquisition of
BK Factory for RM1.41 million; and

(i) cash payment of RM0.33 million to purchase four units of motor vehicles of RM1.06
million.

Net cash from financing activities

For FYE 2020, our net cash from financing activities was RM1.22 million, due to net drawdown
of term loans of RM1.41 million where such term loan was used for acquisition of the BK Factory.

The cash inflow was offset by the repayment of lease liabilities of RM0.19 million, being
scheduled repayments for motor vehicles under hire purchases arrangement.
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FYE 2021
Net cash from operating activities

For FYE 2021, our operating profit before working capital changes was RM6.44 million. Our net
cash from operating activities was RM4.68 million after adjusting for the following key items:

(i)  increase in trade and other receivables of RM2.00 million, mainly due to the increase in
invoices billed to clients under our MEP Engineering Solutions business segment towards
the last quarter of the financial year,;

(i) increase in trade and other payables of RM0.95 million, mainly due to the increase in
subcontractors’ costs and purchase of materials and equipment for our MEP Engineering
Solutions business segment; and

(i) we also paid income tax of RM0.63 million and interest of RM0.11 million for bank
overdrafts and term loan.

Net cash used in investing activities

For FYE 2021, our net cash used in investing activities was RM1.28 million, mainly attributable
to the following:

(i)  payment for the remaining balance purchase price for BK Factory of RM0.33 million; and

(i) placement of deposits with licensed banks of RM0.92 million for the issuance of bank
guarantees.

Net cash used in financing activities
For FYE 2021, our net cash used in financing activities was RM1.51 million, due to the following:
(i) dividend paid of RM1.60 million in respect of FYE 2021; and

(i) repayment of lease liabilities of RM0.37 million, being scheduled repayments for motor
vehicles under hire purchases arrangement and lease for office buildings,

which was offset by the drawdown of term loan of RM0.46 million used for acquisition of the BK
Factory and the expenses in relation to the acquisition and financing of the BK Factory.

FYE 2022
Net cash from operating activities

For FYE 2022, our operating profit before working capital changes was RM11.09 million. Our
net cash from operating activities was RM0.65 million after adjusting for the following key items:

(i) increase in trade and other receivables of RM27.69 million, mainly due to the increase in
invoices billed to clients under our MEP Engineering Solutions business segment and
MEP Maintenance and Services business segment towards last quarter of the financial
year;

(i) increase in contract assets of RM0.46 million for 26 projects that had higher proportion
of revenue recognised relative to billings issued in FYE 2022 as compared to FYE 2021;

(i) increase in trade and other payables of RM21.01 million, mainly due to the increase in
subcontractors’ costs, as well as purchase of materials and equipment for our MEP
Engineering Solutions business segment and MEP Maintenance and Services business
segment;
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(iv) increase in contract liabilities of RM0.24 million mainly due to deposits received from
clients for MEP Engineering Solutions business segment; and

(v) we also paid income tax of RM3.39 million and interest of RM0.21 million for bank
overdrafts and term loans as well as bank guarantee fees.

Net cash used in investing activities

For FYE 2022, our net cash used in investing activities was RM0.29 million, attributable to the
following:

(i)  purchase of additional office equipment and furniture fitting of RM0.11 million for our
Headquarter; and

(i) cash payment of RM0.21 million to purchase four units of motor vehicles of RM0.67
million.

The cash outflow was offset by the proceeds from disposal of two units of motor vehicles for
sales proceed of RM0.09 million.

Net cash used in financing activities
For FYE 2022, our net cash used in financing activities was RM0.27 million, due to the following:

0] repayment of lease liabilities of RM0.32 million, being scheduled repayments for motor
vehicles under hire purchases arrangement and lease for office buildings; and

(i)  repayment of term loan of RM0.12 million which was mainly used for the acquisition of
the BK Factory.

The outflow was offset by the drawdown of bankers’ acceptances of RM0.17 million which were
used for purchase of materials and equipment.

FYE 2023
Net cash from operating activities

For FYE 2023, our operating profit before working capital changes was RM14.22 million. Our
net cash from operating activities was RM6.44 million after adjusting for the following key items:

(i) increase in trade and other receivables of RM0.65 million, mainly due to increase in
tender deposits of RM1.31 million and this was offset by the decrease in trade receivables
of RM0.93 miillion attributable to the improved collection of our trade receivables during
FYE 2023. Our average trade receivables turnover period for FYE 2023 was 77 days
(FYE 2022: 79 days);

(i)  decrease in contract assets of RMO0.16 million for lower proportion of revenue recognised
relative to billings issued in FYE 2023 as compared to FYE 2022;

(i) decrease in trade and other payables of RM3.45 million, as we had paid our suppliers in
a shorter time period which reduced our trade payable turnover days from 82 days to 77
days in FYE 2023;

(iv) decrease in contract liabilities of RM0.09 million due to lower deposits received from
clients for MEP Engineering Solutions business segment; and

(v) we also paid income tax of RM3.60 million and interest of RM0.31 million for bank
overdrafts, bankers’ acceptances and term loans as well as the bank guarantee fees.
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Net cash from investing activities

For FYE 2023, our net cash from investing activities was RM0.62 million, attributable to the
proceeds from disposal of 3-storey terrace house (classified as non-current asset held for sale)

of RM1.00 million.

The cash inflow was partially offset by the cash payment of RM0.33 million for the purchase of
office equipment and furniture fitting as well as renovation for our Headquarter.

Net cash used in financing activities

For FYE 2023, our net cash used in financing activities was RM4.50 million, due to the following:

(i) payment of dividend of RM2.40 million in respect of FYE 2023;

(i)  payment of dividend of RM2.00 million in respect of FYE 2022;

(i) repayment of term loan of RM0.59 million comprising RM0.51 million for the full
settlement of 3-storey terrace house classified under non-current asset held for sale and

RM0.08 million for the scheduled repayment for BK Factory; and

(iv) repayment of lease liabilities of RM0.40 million, being scheduled repayments for motor
vehicles under hire purchases arrangement and lease for Headquarter and offices.

The cash outflow was offset by the drawdown of bankers’ acceptances of RM0.89 million which
were used for purchase of materials and equipment.

[ The rest of this page has been intentionally left blank ]
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12.3 LIQUIDITY AND CAPITAL RESOURCES

12.3.1 Working capital

We finance our operations with cash generated from operations, credit extended by trade
payables and/or financial institutions as well as cash and bank balances. Our credit facilities
from financial institutions comprise term loans, bank overdrafts, bankers’ acceptances, bank
guarantees as well as finance lease liabilities.

Our Board is of the opinion that our working capital will be sufficient for our existing and
foreseeable requirements for a period of 12 months from the date of this Prospectus, taking
into consideration the following:

(i)  Our cash and cash equivalent of approximately RM16.05 million as at the LPD;
(i)  Our expected future cash flows from operations;

(iiiy  Our total banking facilities as at the LPD of RM28.35 million (excluding finance leases),
of which RM12.19 million have been utilised; and

(iv)  Our pro forma gearing level of 0.11 times, based on our pro forma statements of financial
position as at 30 June 2023 after the Acquisitions, Public Issue and utilisation of
proceeds.

We will carefully consider our cash position and ability to obtain further financing before making
significant capital commitments.

[ The rest of this page has been intentionally left blank ]
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12.4 BORROWINGS AND INDEBTEDNESS

All of our borrowings are secured, interest-bearing and denominated in RM. Our total
outstanding borrowings as at 30 June 2023 stood at RM4.80 million, details of which are set

out below:
Weighted
average As at
interest 30 June
Purpose Security Tenure rate 2023
% RM’000
Interest bearing short-term borrowings, payable within 1 year:
Bankers’ To finance purchase (i) Jointly and severally 80to 4.49 1,060
acceptance of materials and guaranteed by the 120
payment for Directors; days
subcontractors’ costs (i) A first legal charge
over office building and
BK Factory;
(i) The fixed deposits with
licensed banks;
(iv) Guaranteed by
Syarikat Jaminan
Pembiayaan
Perniagaan (SJPP)
Berhad.
Bank To finance working (i) Jointly and severally 5 years 7.85 82
overdrafts capital guaranteed by the
Directors; and
(i) Guaranteed by
Syarikat Jaminan
Pembiayaan
Perniagaan (SJPP)
Berhad.
Term loans To finance the () Jointly and severally 20 years 5.00 91
purchase of BK guaranteed by the
Factory Directors;
(i) A first legal charge
over BK Factory; and
(i) The fixed deposits with
licensed banks.
Lease To finance the Certain lease liabilities are 4107 463 369
liabilities purchase of motor secured by motor vehicles years
vehicles and includes  under hire purchase
rental obligations for arrangements.
the rental of
properties
1,602
Interest bearing long-term borrowings, payable after 1 year:
Term loans To finance the (i) Jointly and severally 20 years 5.00 2,265
purchase of BK guaranteed by the
Factory Directors;

(i
(iii)

A first legal charge
over BK Factory; and
The fixed deposits with
licensed banks
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Weighted
average As at
interest 30 June
Purpose Security Tenure rate 2023
% RM’000
Lease To finance the Certain lease liabilities are 4t07 463 931
liabilities purchase of motor secured by motor vehicles years
vehicles and includes  under the hire purchase
rental obligations for arrangements.
the rental of
properties
3,196
Total borrowings 4,798
Gearing (times)
After the Acquisitions but before Public Issue 0.22
After the Acquisitions, Public Issue and utilisation of proceeds @ 0.11

Notes:

4] Computed based on our pro forma equity attributable to the owners of the Company of RM22.00 million
in the pro forma statements of financial position after the Acquisitions but before the Public Issue and
utilisation of proceeds.

(2) Computed based on our pro forma equity attributable to the owners of the Company of RM44.03 million
in the pro forma statements of financial position after the Acquisitions, Public Issue and utilisation of
proceeds.

(3)  As at the LPD, our Group has been granted new banking facilities with a total limit of RM4.0 million from
United Overseas Bank (Malaysia) Berhad for the purpose of meeting working capital requirements, which
we have drawn down a total of RM3.34 million.

In conjunction with our Listing, we have sought consent from the financiers to obtain releases
and/or discharges of the guarantees by substituting the same with corporate guarantees from
our Company and/or other securities from our Group acceptable to the financiers. As at the
LPD, we have received conditional approvals from the financiers to discharge the personal joint
and several guarantees provided by our Directors, namely Ir. Tan Si Lim and Ir. Chow Chin
Seang which are subject to the successful Listing of our Group.

The cash flow contractual maturity profile of our borrowings based on contractual repayment
obligations (including interests and principal amounts) are as follows:

Audited

As at 30 June 2023

RM’000

Within 1 year 1,766
Within 2 to 5 years 1,773
More than 5 years 2,617
Total borrowings 6,156

Separately, we have also recognised the following lease liabilities which are denominated in

RM:
Purpose Tenure As at 30 June 2023
RM’000
Lease liabilities payable Rental of Headquarter Between 2 to 4 143
within 1 year and offices years
Lease liabilities payable Rental of Headquarter Between 2 to 4 316
after 1 year and offices years
Subtotal 459
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As at the LPD, we do not have any borrowings which are non-interest bearing and/or in foreign
currency.

We have not defaulted on payments of principal sums and/or interests in respect of any of our
borrowings throughout the FYE Under Review and up to the LPD.

We do not encounter any seasonality in our borrowings trend and there is no restriction on our
committed facilities.

As at the LPD, neither our Company nor any of our Subsidiaries are in breach of any terms and
conditions or covenants associated with the credit arrangements or bank loans which can
materially affect our financial position and results or business operations or the investments by
holders of our Shares.

During the FYE Under Review, we did not experience any claw back or reduction in the facilities
limit granted to us by our financiers.

[ The rest of this page has been intentionally left blank ]
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12.5

12.6

12,7

TYPES OF FINANCIAL INSTRUMENTS USED, TREASURY POLICIES AND
OBJECTIVES

We finance our operations with cash generated from operations, credit extended by trade
payables and/or financial institutions as well as cash and bank balances. Save as disclosed in
Section 12.4 of this Prospectus, we do not have or utilise any other financial instruments or
have any other treasury policies. All our financial instruments are mainly used towards the
purchase of property, plant and equipment and to facilitate our business expansion.

As at 30 June 2020, 30 June 2021, 30 June 2022 and 30 June 2023, save for our finance lease
liabilities which are based on fixed rates, all our other facilities with licensed financial institutions
are based on base lending rate plus or minus a rate which varies depending on the type of
banking facility.

MATERIAL CAPITAL COMMITMENTS

As at the LPD, we do not have any material capital commitments.

MATERIAL LITIGATION AND CONTINGENT LIABILITIES
(i) Material litigation

We have not been engaged in any governmental, legal or arbitration proceedings,
including those relating to bankruptcy, receivership or similar proceedings which may
have or have had, material or significant effects on the financial position or profitability
of our Group in the 12 months immediately preceding the date of this Prospectus.

(i) Contingent liabilities

Save for the performance bonds as set out below, there are no contingent liabilities
incurred by us and/or our Subsidiaries, which upon becoming enforceable, may have a
material effect on our financial position and/or our Subsidiaries’ financial position.

(a) Performance bonds

We rely on bank guarantees for the performance bonds. Such bank guarantees
are used for all aspects of the project contract lifecycle from the start of a project
up to expiration of our liability towards the clients in accordance with the terms
of each contract. The bank guarantees allow us to execute and guarantee our
deliverables to our clients.

Our total bank guarantees as at 30 June 2023 and as at the LPD stood at RM9.28
million and RM9.21 million respectively, details as set out below. All our bank
guarantees are secured, interest-bearing and denominated in RM.

As at 30 June
2023 As at the LPD
Purpose Tenure of facility RM’000 RM’000
For MEP Engineering Based on each 9,277 9,207

Solutions project period

The liabilities in respect of the bank guarantees will only crystallise and become
payable following a call by our clients of the performance bonds in accordance
with the terms and conditions of such contracts. During the FYE Under Review,
we did not experience any call of the performance bonds issued to our clients.
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12.8 KEY FINANCIAL RATIOS
The key financial ratios of our Group for the FYE Under Review are as follows:
Audited
As at 30 June
2020 2021 2022 2023
Trade receivables turnover (days)!) 61 76 79 77
Trade payables turnover (days)® 82 87 82 77
Inventory turnover (days)® - <1 - -
Current ratio (times)® 1.37 1.58 1.37 1.65
Gearing ratio (times)® 0.67 0.47 0.30 0.22
Notes:
(1 Computed based on average trade receivables (excluding retention sum) as at the FYE divided by the
revenue respective financial year, multiplied by 365 days for each FYE.
(2) Computed based on average trade payables (excluding retention sum) as at the FYE divided by the
costs of sales for respective financial year, multiplied by 365 days for each FYE.
(3) Computed based on the average inventories as at the FYE divided by the purchases for the respective
financial year, multiplied by 365 days for each FYE. )
4) Computed based on current assets divided by the current liabilities as at each FYE.
(5) Computed based on total borrowings divided by total equity as at each FYE.
12.8.1 Trade receivables turnover

The trade receivables turnover period for the FYE Under Review are as follows:

Audited
As at 30 June

2020 2021 2022 2023

RM'000 RM’'000 RM’000 RM’000

Opening trade receivable 4,391 10,108 12,125 34,598
Closing trade receivable 10,108 12,125 34,598 28,981
Average trade receivable 7,250 11,117 23,362 31,790
Revenue 43,623 53,702 107,330 150,940
Trade receivable turnover (days)" 61 76 79 77

Note:

(1) Computed based on average trade receivables (excluding retention sum) and amount owing by related
party as at the FYE divided by the revenue for the year multiplied by 365 days for each FYE.

The normal credit period granted by our Group to our clients is 30 to 90 days from the date of
billings depending on the terms of the contracts.

Our trade receivable turnover periods excluding retention sums for FYE 2020, FYE 2021, FYE
2022 and FYE 2023 were 61 days, 76 days, 79 days and 77 days respectively which were
within our credit period.

Our trade receivables turnover period increased from 61 days in FYE 2020 to 76 days in FYE
2021, due to slow collection from our clients during the COVID-19 pandemic period.

Our trade receivables turnover period increased from 76 days in FYE 2021 to 79 days in FYE
2022, despite the reopening of the economy following the COVID-19 pandemic as the rate of
collection from our clients was still slow.

Our trade receivables turnover period further decreased from 79 days in FYE 2022 to 77 days
in FYE 2023. This was due to the improved collections from clients.
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The ageing analysis of our trade receivables as at 30 June 2023 is as follows:
Amount collected
Trade receivables as at 30 subsequent from Trade receivables net of
June 2023 1 July 2023 up to the LPD subsequent collections
Percentage of
trade
receivables
Percentage of net of
trade Percentage subsequent
RM'000 receivables RM’000 collected RM’'000 collections
(c) = (a)-
(a) (a)ltotal of (a) (b) (b) /(a) (b) (c)itotal of (c)
Neither past
due nor 20,547 70.90 20,096 97.81 451 20.88
impaired
Past due but
not impaired: 8,434 29.10 6,722 79.70 1,711 79.12
e 1to 30days 3,628 12.52 3,121 86.03 507 23.46
* 311060 2,551 8.80 2,342 91.81 208 9.63
days
° 011090 259 0.89 198 76.45 61 2.83
ays
* More than 1,996 6.89 1,061 53.16 934 43.20
90 days
Total 28,981 100.00 26,818 92.54 2,162 100.00

As at the LPD, we have collected RM26.82 million, representing 92.54% of our trade
receivables {excluding retention sum) as at 30 June 2023.

There were no changes to our credit policies and procedures during the FYE Under Review.
The trade receivable turnover period is dependent on the mix of clients and projects undertaken
by our Group during the FYE Under Review. We use ageing analysis to monitor the credit
quality of our trade receivables. Our management closely monitors the recoverability of our
overdue trade receivables on a regular basis, and, when appropriate, provides for impairment
of these trade receivables.

Save as disclosed in Section 12.7 of this Prospectus, our Group has not encountered any major
disputes with our trade receivables. With respect to overdue debts, we have generally been
able to collect payment eventually as evidenced by our subsequent collections after FYE 2023.
As such, our management was of view that the overdue trade receivables were recoverable
and no further impairment was made in FYE 2023.

[ The rest of this page has been intentionally left blank ]
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12.8.2 Trade payables turnover

The trade payables turnover period for the FYE Under Review are as follows:

Audited
As at 30 June

2020 2021 2022 _ 2023

RM’'000 RM’000 RM’000 RM’000

Opening trade payable 6,288 9,990 11,051 30,314
Closing trade payable 9,990 11,051 30,314 24325
Average trade payable 8,139 10,521 20,683 27,320
Cost of Sales 36,356 44,043 91,521 128,798
Trade payable turnover (days)(") 82 87 82 77

Note:

1) Computed based on average trade payables (excluding retention sum) as at the FYE divided by costs
of sales for the year multiplied by 365 days for each FYE.

The normal credit terms granted by our trade creditors to our Group range from 14 to 90 days
from the date of invoice which is dependent on the mix of suppliers and subcontractors as well
as the type of supplies or services procured. Retention sums are excluded in arriving at the
trade payables turnover period.

Our trade payables turnover periods for FYE 2020, FYE 2021, FYE 2022 and FYE 2023 were
82 days, 87 days, 82 days and 77 days respectively, which were within credit term granted to
us. We maintained our trade payables turnover periods within 80 days to 90 days due to steps
taken by our Group to manage our working capital requirements after taking into consideration,
inter-alia, payment from our clients.

We did not experience any material disruptions in services and supplies from our
subcontractors and suppliers for the FYE Under Review and up to the LPD.

[ The rest of this page has been intentionally left blank ]
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The ageing analysis of our trade payables as at 30 June 2023 is as follows:
Amount paid subsequent
Trade payables as at 30 from Trade payables net of
June 2023 1 July 2023 up to the LPD subsequent payment
Percentage of
trade
payables net
Percentage of
of trade Percentage subsequent
RM’000 payables RM’000 paid RM’000 payments
(c) = (a)-
(a) (a)total of (a) (b) (b) /(a) (b) (c)itotal of (c)
Not past due 22,735 93.46 11,356 49.95 11,379 98.62
Past due: 1,590 6.54 1,431 90.00 159 1.38
e 1to 30 days 783 3.22 724 92.46 59 0.51
* 311060 441 1.81 441 100.00 - -
days
* 611090 18 0.08 18 100.00 - -
days
e 9110120
days 29 0.12 29 100.00 - -
e More than
120 days 319 1.31 219 68.65 100 0.87
Total 24,325 100.00 12,787 52.57 11,538 100.00
As at the LPD, we have settled RM12.79 million or 52.57% of our trade payables (excluding
retention sum) as at 30 June 2023. Certain payables had exceeded the credit period provided,
as our Group’s suppliers allowed a longer payment period in view of our Group’s established
relationships with them, our Group’s payment history and our Group’s credentials. Our Group
has not encountered any issue with our suppliers and subcontractors notwithstanding the
slower payments.
Our Board confirms that there is no dispute in relation to trade payables and no legal action
initiated by our suppliers and/or subcontractors to demand for payment in the FYE Under
Review up to the LPD.
12.8.3 Inventory turnover

Our procurement activity mainly involves identifying relevant equipment and subsequently
sourcing of quotations from our pre-approved suppliers or as advised by our client. Upon
identifying suitable suppliers for the project, our procurement team will commence the
purchasing of and perform inspection on this equipment.

For projects subcontracted to third parties, the subcontractors will be responsible for the
procurement of any equipment and materials as we will focus on the engineering and equipment
aspects as well as project management.

In general, most of our purchases are utilised within two to three days upon delivery of materials
and consumables. Additionally, we have been adopting the practise of not storing materials and
consumables for more than seven days as we are able to source and obtain the required
materials and consumables easily from the suppliers within three days lead time.

There were no inventories recorded for FYE 2020, FYE 2022 and FYE 2023 as we utilised all
our purchases prior to the financial year end. In FYE 2021, our inventories were consumables
such as refrigerant gas, valves and fittings amounting to RM23,618 where the inventory
turnover period was less than 1 day. These consumables were utilised within 2 to 3 days
subsequent to FYE 2021.
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12.8.4 Current ratio

12.8.5

Our current ratio throughout the FYE Under Review is as follows:

Audited
As at 30 June

2020 2021 2022 2023

RM’000 RM'000 RM'000 RM'00

Current assets 15,763 20,816 48,989 51,580
Current liabilities 11,512 13,206 35,800 31,216
Net current assets 4,251 7,610 13,189 20,364
Current ratio (times) 1.37 1.58 1.37 1.65

Our current ratio ranged from 1.37 times to 1.65 times throughout the FYE Under Review, which
indicates that our Group is capable of meeting our current obligations as our current assets
which can be readily converted to cash, together with our cash in the bank are sufficient to meet
our immediate current liabilities.

For FYE 2021, our current ratio increased from 1.37 times as at 30 June 2020 to 1.58 times as
at 30 June 2021 mainly due to an increase in trade receivables attributable to higher revenue
recognition in FYE 2021 and an increase in cash and bank balances attributable to higher
internally generated funds through revenue generated from operations.

For FYE 2022, our current ratio decreased from 1.58 times as at 30 June 2021 to 1.37 times
as at 30 June 2022, mainly due to the higher trade payables of RM20.64 million, which was in
line with higher subcontractors’ costs and purchases in FYE 2022, as well as the increase in
other payables of RM2.36 million, mainly arising from the dividend payable of RM2.00 million
in respect of FYE 2022.

For FYE 2023, our current ratio increased from 1.37 times as at 30 June 2022 to 1.65 times as
at 30 June 2023 mainly due to an increase in cash and bank balances attributable to collections
from clients and decrease in trade and other payables attributable to lower trade payable and
dividend payables following the payments made.

Gearing ratio

Our gearing ratio throughout the FYE Under Review is as follows:

Audited
As at 30 June
2020 2021 2022 2023
RM’000 RM'000 RM’000 RM’000
Total borrowings 3,877 4,158 4,489 4,798
Total equity 5,756 8,917 14,814 22,004
Gearing ratio (times) 0.67 0.47 0.30 0.22

Our gearing ratio ranged from 0.22 times to 0.67 times throughout the FYE Under Review.

As at 30 June 2021, our Group’s gearing ratio was 0.47 times, which was lower compared to
0.67 times as at 30 June 2020, mainly due to an increase in the total equity as a result of higher
retained earnings which increased from RM4.46 million in FYE 2020 to RM7.62 million in FYE
2021.

As at 30 June 2022, our Group’s gearing ratio further reduced to 0.30 times, which was lower
compared to 0.47 times as at 30 June 2021, mainly due to an increase in the total equity as a
result of higher retained earnings which increased from RM7.62 million in FYE 2021 to RM13.51
million in FYE 2022.
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12.9

As at 30 June 2023, our Group’s gearing ratio reduced to 0.22 times, which was lower compared
to 0.30 times as at 30 June 2022, mainly due to an increase in the total equity as a result of
higher retained earnings which increased from RM13.51 million in FYE 2022 to RM20.25 million
in FYE 2023 despite an increase in total borrowing from the higher bankers’ acceptance for
working capital purpose.

SIGNIFICANT FACTORS AFFECTING OUR FINANCIAL PERFORMANCE

Section 9 of this Prospectus details a number of risk factors relating to our business and the
industry in which we operate. Some of these risk factors have an impact on our Group’s revenue
and financial performance. The main factors which affect our revenues and profits inciude but
are not limited to the following:

(i)

(ii)

(iii)

Our operations require us to obtain and maintain certificates of registration with
the CIDB and the loss of such registrations could significantly affect our business

We are required to obtain and hold valid certificates of registration issued by the CIDB in
order for us to operate our business. To maintain such certificates of registration, we are
required to comply with the relevant standards and conditions imposed by the CIDB and
the Ministry of Finance, including the need to notify the CIDB on projects that we have
secured and to provide the corresponding required information on these projects.

If we are unable to maintain or renew our certificates of registration with the CIDB, we
will be restricted or prohibited from providing MEP Engineering Solutions, hence our
business and financial position may be adversely affected. .

Our business is dependent on our ability to replenish and ensure the continuity of
our order book

Our financial performance depends on our ability to secure new projects to sustain our
order book. If we are unable to secure new orders and replenish our order book. It would
adversely affect our sustainability and future financial performance. As the nature of our
business is project-based, there is a risk that we would not be able to continuously secure
new projects, nor can we assure that the new projects we secure will be commercially
favourable to us.

Please refer to Section 12.11 of this Prospectus for our Group’s order book.

We are dependent on the supply and quality of services of our subcontractors and
suppliers to complete our projects

Since our subcontractors do not have a direct contractual relationship with our clients,
we supervise and are responsible for the works of our subcontractors, and thus are
subject to risks associated with any suboptimal or late performance by our
subcontractors. Subcontractor failures are generally in the form of delays or poor
workmanship that does not meet the contractual specifications. This may adversely affect
our ability to complete our projects based on the project timeline stipulated in the
contractual agreements, which as a result, may render us liable to potential claims for
LAD by our clients.
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(iv)

(v)

(vi)

(vii)

(viii)

(ix)

We are dependent on our Executive Directors and key senior management

We believe that our continued success and future business growth will depend, to a
certain extent, on the abilities and continuous efforts of our Executive Directors and key
senior management. They play a significant role in developing and implementing our
Group’s business strategies. The loss of any of our Executive Directors and key senior
management simultaneously or within a short time and failure to find suitable
replacements in a timely manner could adversely affect our continued ability to manage
our operations effectively and competitively.

Our operations are dependent on our ability to attract and retain a skilled workforce

Our ability to attract and retain a competent base of skilled workforce is crucial for our
business to continue growing and achieving favourable performance. Should these
skilled personnel leave our Group simultaneously or within a short span of time without
suitable or timely replacement, this could have an adverse impact on our business
operations and the overall performance of our Group.

Impact of inflation

During the FYE Under Review, our financial performances were not materially affected
by the impact of inflation. Our Board believes that the fluctuation in costs will be within
the budgeted costs. However, there is no assurance that our financial performance will
not be adversely affected by the impact of inflation moving forward.

Impact of interest rates

During the FYE Under Review, our financial performance was not materially affected by
the fluctuations of interest rates. Please refer to Note 5.15(f) in the Accountants’ Report
set out in Section 13 of this Prospectus for sensitivity analysis on our PAT to changes in
interest rates.

Impact of government, economic, fiscal and monetary policies

Our Group’s business is subject to the risks relating to the government, economic, fiscal
or monetary policies in Malaysia. Any unfavourable changes in such government’s
policies, changes in the economic conditions or fiscal or monetary policies may materially
affect our operations in Malaysia.

Impact of foreign exchange rates

We are exposed to a minimal transactional currency exposure of our purchases and
expenses denominated in USD and SGD, representing 1.56%, 3.17%, 0.16% and 1.06%
for FYE 2020 to FYE 2023 respectively. The fluctuation of the RM against the USD and
SGD may affect our financial performance and GP margin.

We monitor foreign exchange fluctuations on an on-going basis to ensure that our net
foreign currency exposure is at an acceptable level.
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(x) Impact of commodity prices

The materials and equipment that we usually purchase may contain metal such as copper
and steel where such metal material prices fluctuate based on market demand.
Therefore, our material purchase prices may fluctuate based on the change in metal
material prices. Nevertheless, these materials and equipment that we usually purchase
are widely available in Malaysia and from a large base of suppliers.

Save for FYE 2022, we were not affected by fluctuations in commodity prices of copper
and steel for FYE 2020, FYE 2021 and FYE 2023. Nevertheless, it is our strategy to
always provide sufficient buffer in our budgeted cost which allows better planning for
potential cost overruns that may arise due to increased price of materials.

12.10 SIGNIFICANT CHANGES

12.11

There are no significant changes that have occurred which may have a material effect on the
financial position and results of our Group subsequent to FYE 2023 and up to the LPD.

ORDER BOOK

Our unbifled order book relates to the contract value of ongoing projects and less amount billed.
This unbilled order book will be billed progressively based on the expected progress of work.

As at the LPD, our Group has unbilled order book of RM264.53 million primarily comprising
RM225.80 million for the northern region states namely Pulau Pinang and Kedah, and RM38.73
million for the central and southern region states namely Selangor, Kuala Lumpur and Johor
representing 85.36% and 14.64% of the unbilled order book respectively.

Our unbilled order book of RM264.53 million as at the LPD is expected to be billed over the
following financial years:

RM’000

FYE 2024
(from 29 October 2023 to 30 June 2024) 154,533
FYE 2025 90,000
FYE 2026 10,000
FYE 2027 10,000
Total 264,533

[ The rest of this page has been intentionally left blank ]
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Our clients are generally main contractors engaged mainly in the construction, information
technology and electronics manufacturing services industries in Peninsular Malaysia where we
are engaged as a subcontractor (representing 81.68% of our unbilled order book). Further
analysis of our unbilled order book is as follows:

Business segments RM’000 %
MEP Engineering Solutions 262,037 99.06
-Engaged as main contractor 45,971 17.38
Plantrooms 6,759 2.56
Cleanrooms 731 0.28
Data Centres 38,481 14.54
-Engaged as subcontractor 216,066 81.68
Plantrooms 119,987 45.36
Cleanrooms 95,600 36.14
Data Centres 479 0.18
MEP Maintenance and Services 2,496 0.94
Total 264,533 100.00
As at the LPD, our Group is tendering for 23 projects with contract value of RM253.04 million
comprising RM135.87 million for the northern region states namely Pulau Pinang, Kedah and
Perlis and RM117.17 million for the central and southern region states namely Selangor, Kuala
Lumpur and Johor representing 53.70% and 46.30% of the total tender contract value
respectively. Majority of these tendered projects are relating to plantroom and our role as a

subcontractor. These projects, if awarded to our Group, will further increase our order book.

12.12 TREND INFORMATION

Based on our track record for the FYE Under Review, the following trends may continue to
affect our business:

(i) During the FYE Under Review, more than 85.00% of our revenue was derived from the
MEP Engineering Solutions business segment. We expect this business segment to
continue contributing significantly to our revenue in the future;

(i)  The main components of our cost of sales are subcontractor costs and purchases which
collectively accounted for more than 90.00% of our total cost of sales for the FYE Under
Review. Moving forward, our cost of sales is expected to fluctuate in tandem with the
growth of our business and would depend on amongst others, the availability and price
fluctuation of subcontractor services and materials; and

(i)  We achieved GP margin of 16.66%, 17.99%, 14.73% and 14.67% for FYE 2020 to FYE
2023 respectively. Moving forward, our GP margin will depend on, amongst others, our
continued ability to manage our costs efficiently and the types and complexity of projects
that we can secure in the future.

As at the LPD, after all reasonable enquiries, our Board confirms that our operations have not
been and are not expected to be affected by any of the following:

(i) Known trends, demands, commitments, events or uncertainties that have had or that we
reasonably expect to have, a material favourable or unfavourable impact on our Group’s
financial performance, position and operations other than those discussed in Sections
12.2, 12.9 and 12.12 of this Prospectus;

(i)  Material commitments for capital expenditure save as disclosed in Section 12.6 of this
Prospectus;
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(i)  Unusual, infrequent events or transactions or any significant economic changes that have
materially affected the financial performance, position and operations of our Group save
as discussed in Sections 12.2, 12.9 and 12.12 of this Prospectus;

(iv) Known trends, demands, commitments, events or uncertainties that have resulted in a
substantial increase in our Group’s revenue save for those that had been discussed in
Sections 12.2, 12.9 and 12.12 of this Prospectus; and

(v) Known trends, demands, commitments, events or uncertainties that are reasonably likely
to make our Group's historical financial statements not necessarily indicative of the future
financial performance and position other than those discussed in Sections 12.2, 12.9 and
12.12 of this Prospectus.

Our Board is optimistic about the future prospects of our Group given the positive outlook of the
MEP engineering industry in Malaysia as set out in the IMR Report in Section 8 of this
Prospectus, our Group's competitive position set out in Section 7.2 of this Prospectus and our
Group’s intention to implement the business strategies and future plans as set out in Section
7.22 of this Prospectus.

DIVIDEND POLICY

As our Company is an investment holding company, our income and therefore our ability to pay
dividends is dependent upon the dividends we receive from our subsidiaries, present or future.
Our subsidiaries may require its financiers’ consent to pay dividends to our Company in our
future facility agreements.

The dividends paid by our Group for the FYE Under Review and up to the LPD are as follows:

1 July 2023

up to the

FYE 2020 FYE 2021 FYE 2022 FYE 2023 LPD

RM’000 RM’000 RM’000 RM’000 RM’000

Dividends paid - 1,600 - 4,400 -
Note:

(1)  Comprise of dividends of: (a) RM2.00 per ordinary share amounting to RM2,000,000 was declared in
respect of the FYE 2022 and was subsequently paid on 2 September 2022; and (b) RM2.40 per ordinary
share amounting to RM2,400,000 was declared in respect of the FYE 2023 and was subsequently paid
on 23 June 2023.

Save for the above, we do not intend to declare and pay any dividends from the LPD up to the
Listing.

Moving forward, we target a pay-out ratio of up to 25% of our PAT of each financial year on a
consolidated basis after considering our capital requirements including working capital and
capital expenditure. The actual dividend pay-out will depend upon a number of factors, including
our Group's financial performance, capital expenditure requirements, general financial condition
and any other factors considered relevant by our Board.

Investors should note that this dividend policy merely describes our present intention and shall
not constitute legally binding statements in respect of our Group's future dividends which are
subject to madification (including non-declaration thereof) at our Board’s discretion.

Dividend payments, capital gains and profits from dealing in our Shares will not be subject to
Malaysian taxation (not applicable to entities including companies with trading of shares as their
principal business activity). Potential investors are advised to consult their professional tax
advisors if they are in any doubt as to the taxation implication of subscribing, holding or
disposing of and dealing in our Shares.
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12.14 CAPITALISATION AND INDEBTEDNESS

The table below summarises our capitalisation and indebtedness:

(i) Based on the latest unaudited financial information as at 1 October 2023; and
(i) After adjusting for the effects of Acquisitions, IPO and utilisation of proceeds.
Unaudited | ] ]
After Il and
As at 1 After After | and utilisation of
October 2023 Acquisitions IPO proceeds
RM’000 RM’'000 RM’000 RM'000
Indebtedness
Current
Secured
Banker's acceptances - 2,985 2,985 2,985
Term loans - 71 71 71
Lease liabilities owing to - 224 224 224
financial institutions
Unsecured
Lease liabilities owing to non- - 145 145 145

financial institutions

Non-current

Secured
Term loans - 2,265 2,265 2,265
Lease liabilites owing to - 564 564 564
financial institutions
Unsecured
Lease liabilities owing to non- - 279 279 279
financial institutions
Total borrowings - 6,533 6,533 6,533
| Contingent liabilities™ - 8,057 8,057 8,057 |
| Total indebtedness - 14,590 14,590 14,590 |
Capitalisation
Equity (236) 28,257 54,278 50,279
Total capitalisation (236) 28,257 54,278 50,279
Total capitalisation and (236) 42,847 68,868 64,869
indebtedness
Gearing ratio/? - 0.52 0.27 0.29
Notes:

1) Contingent liabilities consist of performance bonds extended to third parties in respect of contract works
carried out by our Group.

(2) Calculated based on total indebtedness divided by total capitalisation.
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15 REPORTING ACCOUNTANTS’ REPORT ON THE COMPILATION OF THE PRO

FORMA CONSOLIDATED STATEMENTS OF FINANCIAL POSITION AS AT 30 JUNE
2023
I B D O Tel : +604 222 0288 51-21-F, Menara BHL
Fax: ~604 222 029% Jalan Sudtan Abmad Shah
www.bda.my 10050 Penang
e ———— Malaysia

SST No: P11-1809-32000112

The Board of Directors
Critical Holdings Berhad
1-2-1,1-2-2 & 1-2-3
Jalan.Sungai Tiram 8
Summerskye Square
11900 Bayan Lepas
Penang

Date: ] 7 NOV 2023

Our ref: TCH/WXJ

Dear Sirs/Madams

Critical Holdings Berhad (“Critical Holdings” or the “Company”) and its subsidiaries (“Pro Forma

Group” or the “Group”)
Report on Compilation of the Pro Forma Consolidated Statements of Financial Position included in a

Prospectus

We have completed our assurance engagement to report on the compilation of the Pro Forma
Consolidated Statements of Financial Position of the Group as at 30 June 2023 (“Pro Forma Consolidated
Statements of Financial Position”). The Pro Forma Consolidated Statements of Financial Position together
with the accompanying notes thereon, for which we have stamped for the purpose of identification, have
béen compiled by the Board of Directors of the Company (“Board of Directors”) for inclusion in the
prospectus-of the Company (“Prospectus™) 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 applicable criteria on the basis of which the Board of Directors has compiled the Pro Forma
Consolidated Statements of Financial Position are described in the Notes thereon to the Pre Forma
Consolidated Statements of Financial Position and are specified in paragraphs 9.18 and 9.20 of Chapter
9, Part Il Division 1; Equity of the Prospectus Guidelines issued by the Securities Commission Malaysia

{“Prospectus Guidelines”).

The Pro Forma Consolidated Statements of Financial Position has been compiled by the Board of Directors
to illustrate the impact of the events or transactions as set out in the Notes thereon to the Pro Forma
Consolidated Statements of Fihancial Position on the financial position of the Group as at 30 June 2023
had the events or transactions been effected as at 30 June 2023. As part of this process, information
about finahcial position of the Group has been extracted by the Board of Directors from the audited
combined statements of financial position of the Group as at 30 June 2023.

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

The Board of Directors js solely responsible for compiling the Pro Forma Consolidated Statements of
Financial Position on the basis as described in the Notes to the Pro Forma Consolidated Statements of
Financial Position and in accordance with the requirements of the Prospectus Guidelines.

Reporting Accountants’ Independence and Quality Management

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’ International Code of Ethics for Professional Accountants (including international
Independence Standards) (“IESBA Code”), and we have fulfilled our other ethical responsibilities in
accordance with the By-Laws and the IESBA Code.

800 PLT (201 905&0013 (LPOD1EB25-LCA) & aF 0206). Chartered Accountants, a Limived Liabrtity Partnership, s 2 member of BDO International Limited,
2 UK company Umited by guaranize, and forms part.of the internatignal 80O network of indopendemt member firms.
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Reporting Accountants’ Independence and Quality Management (continued)

Our Firm applies Malaysian Approved Standard on Quiality Management (15QM) 1, Quality Management for
Firms that Perform Audits or Reviews of Financial Statements, or Other Assurance or Related Services
Engagements and accordingly, requires the Firm to design, implement and operate a system of quality
management including policies and procedures regarding compliance with ethical requirements,
professional standards and applicable legal and regulatory requirements.

Reporting Accountants’ Responsibility

Our responsibility is to express an opinion, as required by the Prospectus Guidelines, about whether the
Pro Forma Consolidated Statements of Financial Position has been compiled, in all material respects, by
the Board of Directors on the basis described in the Notes to the Pro Forma Consolidated Statements of

Financial Position.

We conducted our engagement in accordance with International Standard on Assurance Engagerments
(ISAE) 3420 Assurance Engagements to Report on the Compilation of Prg 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 comply with ethical
requirements and plan and perform procedures to obtain reasonable assurance about whether the Board
of Directors has compiled, in all material respects, the Pro Forma Consolidated Statements of Financial
Position on the basis set out-in the Notes thereon to the Pro Férma Consolidated Statements of Financial
Position and in accordance with the requirements of the Prospectus Guidelines.

For purposes of this engagement, we are not responsible for updating or reissuing any reports or opinions
on any historical financial infoermation used in compiling the Pro Forma Consolidated Statements of
Financial Position, nor have we, in the course of this engagement, performed an audit or review of the
financial information used in compiling the Pro Forma Consolidated Statements of Financial Position. In
providing this opinion, we do not accept any responsibility for such reports or opinions beyond that owed
to-those to whom thase reports or opinion were addressed by us at the dates of their issue.

The purpose for inclusion of the Pro Forma Consolidated Statements of Financial Position in the
Prospectus is solely to illustrate the impact of significant events or transactions 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 at that date would have been as presented.

A reasonable assurance. engagement to report on whether the Pro Forma Consolidated Statements of
Financial Position has been compiled, in all material respects, on the basis of the applicable criteria
involves performing procedures to assess whether the applicable criteria used by the Board of Directors
in the compilation of the Pro Forma Consolidated 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:

(a) the related pro forma adjustments give apprapriate effect to those criteria; and

(b) the Pro Forma Consolidated Statements of Financial Position reflect the proper application of those
adjustments to the unadjusted statements of financial position.

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

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

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

In our opinion, the Pro Forma Consolidated Statements of Financial Position of the Group has been
compiled, in all material respects, on the basis described in the Notes thereon to the Pro Forma
Consclidated 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 of and
quetation for the entire enlarged issued share capital of the Company on the ACE Market of Bursa Malaysia
Securities Berhad. As such, this report 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 to any party in respect of this report contrary to the aforesaid purpose.

Yours faithfully,

Beo PuT N

Tan Chee Hean

BDO PLT

201906000013 (LLPOO18825-LCA) & AF 0206 03661/04/2024 J
Chartered Accountants Chartered Accountant
Penang
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Critical Holdings Berhad (202201031781 (1477478-K))
Pro Ferma Consolidated Slai’e_mehts of Financial Position

1. PRO FORMA GROUP, BASIS OF PREPARATION AND LISTING SCHEME

1.1 Pro Forma Group

The Pro Forma Consolidated Statements of Financial Position of Critical Holdings Berhad (the “Company™)
and its subsidiaries {collectively referred to.as “Pro Forma.Group® or the “Group™) as at 30 June 2023 (*Pro
Forma Consolidated SOFP”) together with. the notes thereon, for which the Directors of the Company are
solely tesponsible, has been prepared for. fllustrative purposes 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 (“Listing”).

1.2 Basis of Preparation

The Pro Forma Consolidated SOFP has been prepared based on the audited combined statements of financial
position of the Group as at 30 June 2023, which were prepared in accordance with Malaysia‘n Financial
Reporting Standards (“MFRSs"), International Financial Reporting Standards (“1FRSs™) and in a manner
consistent with the format of financial statements and accounting policies of the Group.

The Group is regarded as a continuing entity- resulting from the reorganisation exercise because the
management of all the entities within-the Group, which took part in the reorganisation excrcise, was under
the common control before and immediately after the reorganisation exercise. The Group has applied the
merger method of accounting on a retrospective basis as if the merger had been effected throughout the
financial periods. When the merger method of accounting is used, the difference between. the cost of
investment recorded by the Company and the share capital of the subsidiaries is accounted for as merger
reserve in the Pro Forma Consalidated SOFP as disclosed in Note 2.1.1 to the Pro Forma Consolidated

SOFP.

The audited combined financial statements of the Group for the finanéial year ended 30 June 2023 used in
the preparation of the Pro Forma Consolidated SOFP were not subject to any audit qualification.

The Pro Forma Consolidated SOFP comprises Pro Forma Consolidated SOFP as.at 30 June 2023, adjusted
for the impact of the transactions &8 set out in Note 1.3 1o the Pro Forma Consolidated SOFP.

Due to its nature, the Pro Forma Consolidated SOFP is not necessarily indicative of the financial position
of the Group that would have been attained had the effects of the transactions as set out in Note 1.3 to the
Pro Forma Consolidated SOFP actually oceurred at the respective dates. Further, such information does not

purport to predict the futuré fifiancial position of the Group.

[THE REST OF TH1S PAGE HAS BEEN INTENTIONALLY LEFT BLANK]
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Critical Holdings Berhad (202201031 781 (1477478-K))
Pro Forma Consolidated Statements of Finuncial Position

1. PRO FORMA GROUP; BASIS OF PREPARATION AND LISTING SCHEME (continued)

1.3 Listing Scheme
1.3.1 Acquisition of Subsidiaries
In preparation for the Listing, the Company undertook transactions as described below.

(a) On 15 September 2022, the Company had entered inta a conditional share sale agreement (4s
supplemented via supplemental letter dated 14 March 2023) with Ir. Tan 8i Lim and Ir. Chow
Chin Seang to acquire the entire issued share capital of Critical M&E Engineering Sdn. Bhd.
(“Critical M&E”) of RM1,000,000 comprising 1,000,000 ordinary shares for a total consideration
of RM10,329,495 (*Acquisition of Critical M&E”), The Acquisition of Critical M&E was wholly
satisfied via the issuance of 206,589,900 new ordinary shares of the Company at an issue price of

RMO0.05 per share.

The total purchase consideration of RM 10,329,495 was arrived at on a willing-buyer willing-seller
basis and represents the audited net assets of Critical M&E as.at 30 June 2022,

The Acquisition of Critical M&E was completed on 30 Octaber 2023,

(b) On 15 September 2022 and 18 October 2022, the Company kad entered into a conditional share
sale agreement and a supplemental conditional share sale agreement (as supplemented via
supplemental letter dated 14 March 2023) with Ir. Tan Si Lim and Ir. Chow Chin Seang to acquire
the entire issued share capital of Critical Sales & Services Sdn. Bhd. (“Critical Sales & Services”)
of RM750,000 comprising 750,000 ordinary shares for a total consideration of RM4,540,050
{“Acquisition of Critical Sales & Services”). The Acquisition of Critical Sales & Services was.
wholly satisficd via the issuance of 90,801,000 new ordinary shares of the Company at an issue
price of RMO0.0S per share.

The total purchase consideration of RM4,540,050 was arrived at on a willing-buyer willing-seller
basis and represents the audited net assets of Critical Salés & Services as at 30 June 2022.

The Acquisition of Critical Sales & Services was eompleted on 30 October2023 .

(Collectively known ds “Acquisitions™)

Upon the completion of the Acquisitiops, the issued share capital of the Company increased fo
RM14,869,645 comprising 297,391,000 ardinary shares.

1.3.2 Initial Public Offering (“IPO")

In conjunction with and as-an integral part of the Listing, the Company had proposed to undertake an 1PO
comprising public issue of 74,348,000 new ordinary shares in the Company (“Public Issue™) and offer for
sale of 37,173,900 ordinary shares in the Company (“Offer for Sale™) representing 20% and 10% of the
enlarged total number of issued ordinary shares in the Company respectively, at an indicative IPO price of

RMO0.35 per share,

Upon completion of the Listing, the enlarged share capital of RM40,891,445 comprising 371,739,000
ordinary shares in the Company will be listed on the ACE Market of Bursa Malaysia Securities Berhad.
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Critical Holdings Berhad (202201031781 (1477478-K))
FPro Forma Consolidated Statements of Financial Position

1. PRO FORMA GROUP, BASIS OF PREPARATION AND LISTING SCHEME (continued)
1.3 Listing Scheme (continued)
133 Use of Proceeds from IPQ

The gross proceeds from the TPO of RM26,021,800 are expected to be utilised in the following manner:

RM
Acquisition of new regional office ! 6,000,000
Expansion of technical team ! 4,500,000
Capital expenditure ! 1,600,000
Working capital ! 9,921,800
Listing expenses * 4,000,000
26,021,800

Notes:

(1) As the planned wiilisation of proceeds is still in an early discussion phase and the Group has yet to enter into any
definitivé agreements with any parties, the proceeds earmarked Jor acquisition. of new regional offica, capital
expenditure, expansion of technical leam, together with proceeds éarmarked for working capital purposes, have.
been included in'cash and bank balances for purposes of illustration. in the Pro Forma Consolidated SOFP.

{2) The estimated lisiing expenses totaling RM4.000.000 to be borne by the Company comprise, amongst others,
underwriting, placement and brokerage fees, prafessional fees and miscellaneous expenses, of which RMB863,209
had been inclided under prepayments as at 30 June 2023. A totgl of RM1,287,654 is assumed 1o be directly.
ateributable 1o the IPO and as such, will be debited against the share capital of the Company and the remaining
expenses of RM2,712,346 are assusmed 10 be attributable te ihe Listing and as such, will be expensed.to profit or
loss.

[THE REST OF THIS PAGE HAS BEEN INTENTIONALLY LEFT BLANK]
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Registration No.: 202201031781 (1477478-K)

12. FINANCIAL INFORMATION (CONT’D)

Critical Holdings Berhad (202201031781 (1477478-K))
Pro Forma Consclidated Statements of Financial Position

2.
2023 (continued)
2.1 Pro Forma Adjustments to the Pro Forma Consclidated SOFP
2.1.1 Pro Forma I
Pro forma [ is stated after incorporating the effects of the Acquisitions as set out in Note 1.3.1 to the Pro
Forma Consolidated SOFP respectively.
The merget reserve of the Acquisitions are as below.
RM
Purchase consideration 14,869,545
Less: Share capital of Critical M&E and Critical Sales & Services (1,750,000)
Merger reserve 13,119,545
2.1.2 Pro Forma 1]
Pro forma 1Y is stated after incorporating the effects of Pro Forma I and the completion of the IPO as set.out
in Note 1.3.2 to the Pro Forma Consolidated SOFP.
2.1.3 Pro Forma 111
Pro forma 111 is'stated after incorporating the effects of Pro Forma 1, Bro Forma 11 and the use of proceeds
from the IPO as set out in Note 1.3.3 to the Pre Forma Consolidated SOFP.
22 Notes to the Pro Forma Consolidated SOFP
2.2.1 Trade and Other Receivables
The movement in trade-and other receivables are as follows:
RM
As at 30 June 2023/As per Pro Forma I and 11 41,567,424
Use of proceeds from the 1PO:
- Estimated listing expenses (863,209)
As per Pro Forma I 40,704,215
222 Cash and Bank Balarices
The movements in cash and bank balances are as follows:
RM
As at 30 June 2023/As per Pro Forma [ 9,707,938
) Protceeds from IPO 26,021 2‘80_0
Stamped for
the purpose of As per Pro Forma [1 35,729,738
identification only Use of proceeds from the JPO:
- Estimated lisii ense .
07 MOV 2[123 Estimated listing expenses {3,136,791)
- BDOALT As per Pro Forma 11 32,592,947
e TR Il O 2 e ) =
i Chariered Accountants,
Penang
Page 6
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Registration No.: 202201031781 (1477478-K)

12, FINANCIAL INFORMATION (CONT’D)

Critical Holdings Berftad (202201031281 (1477478-K))
Pro Forma Consoliduted Siatements of Finuncial Position

2 PRO FORMA CONSOLIDATED STATEMENTS OF FINANCIAL POSITION AS AT 30 JUNE
2023 (continued)
2.2 NMotes to the Pro Forma Consolidated SOFP (continued)

223 Invested Equity/Share Capital

The movements in invested equity/share capital are as follows:

RM
As at 30 June 2023 1,750,100
Issuance of shares pursuant to Acquisitions 14,869,545
Elimination of share capital of Critical M&E and Critical Sales & Services (1,750,000)
As per Pro forma | 14,869,645
Proceeds from IPQ 26,021,800
40,891,445

As per Pro forma 11
Use of proceeds from the IPO: )
- Estimated Jisting expenses which are directly attributable to issuance of new shares (1,287,654)

39,603,791

As per Pro forma 11

Upon completion of the transactions as mentioned in Note 1.3 to the Pro Forma Consolidated. SOFP, the
enlarged issued share capital of the Company will be RM39,603,791 ¢omprising 371,739,000 ordinary shares.

224 Reserves

The movements in rescrves are as follows:

Retained
Merger reserve carnings Total
RM RM RM
As at 30 June 2023 - 20,253,762 20,253,762
Completion of Acquisitions (13,119,545) - (13,119,545)
As per Pro Forma and I (13,119,545) 20,253,762 7,134,217
Use of proceeds from the IPO
- Estimated listing expenses - (2,712,346) (2,712346)

As per Pro Forma 111 (13,119,545) 17,541,416 4,421,871

[THE REST OF THIS PAGE HAS BEEN INTENTIONALLY LEFT BLANK]
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Registration No.: 202201031781 (1477478-K)

12, FINANCIAL INFORMATION (CONT’D)

Critical Holdings Berhad (202201031781 (1477478-K))
Pro Forma Consolidated Statements of Financigl Position

APPROVAL BY THE BOARD OF DIRECTORS

The Pro Forma Consolidated Statements of Financial Position as at 30 June 2023 has been approved and adopted by
the Board of Directars of the Company in accordance with aresolution dated {1 7 NOV 2023

Signed on behalf of the Board of Directors,

.................................................

Tr. Chow Chm Seang
Director

Penang

Date: 0 7 NOV 2023

Stamped for
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Registration No.: 202201031781 (1477478-K)

13.

ACCOUNTANTS’ REPORT

Tel : +604 222 0288 51-21-F, Menara BHL

Fax: 604 222 0299 Jalan Sultan Ahmad Shah
www.bdo.my 10050 Penang
——— Malaysia
55T No: P11-1809-32000112

The Board of Directors
Critical Holdines Berhad
1-2-1,1-2-2 & 1-2-3
Jalan Sungai Tiram 8
Summerskye Square
11900 Bayan Lepas
Putau Pinang

g?lt'rer:Ef .!]T H&QXJ 2023

Dear Sir/Madam

Reporting Accountants’ Opinion on the Combined Financial Statements Contained in the
Accountants’ Repart of Critical Holdings Berhad (“Critical Holdings” or “the Company”)

We have audited the combined financial statements of Critical Holdings and its combining entities,
Critical MEE Engineering Sdn. Bhd. (“Critical M&E") and Critical Sales & Services Sdn. Bhd. (“Critical
Sales & Services”) (collectively knawn as “the Group”), which comprise the combined statements of
financiat position as at 30 Jupe 2020, 30 June 2021, 30 June 2022 and 30 June 2023 of the Group, and
combined statements of profit or loss and other comprehensive income; combined statements of
chariges in equity and combined statements of cash flows of the Group for the financial years ended
30 June 2020, 30 June 2021, 30 June 2022 and 30 June 2023 and notes to the combined financial
statements, including a summary of significant accounting policies, as set out in this report.

The historical combined financial statements have been prepared for inclusion in the prospectus of
the Company (“Prospectus™} in connection with the admission of Critical Holdings to the Official List
of Bursa Malaysia Securities Berhad and listing of and quotation for the entire enlarged issued share
capital of the Company on the ACE Market of Bursa Malaysia Securities Berhad. This report is given
for the purposes of complying with the Prospectus Guidelines issued by the Securities Commission
Malaysia and for no othef purposes.

In our opinion, the combined financial statements give a true and fair view of the financial position
of the Group as at 30 June 2020, 30 June 2021, 30 June 2022 and 30 June 2023 and of ‘their financial
performance and their cash flows for each of the financial years ended 30 June 2020, 30 June 2021,
30 June 2022 and 30 June 2023 in accordance with the Malaysian Financial Reporting Standards
(“MFRSs”) and International Financial Reporting Standards (“IFRSs").

Basis for Opinion

We conducted our audit in accordance with approved standards on auditing in Malaysia and
international Standards on Auditing (“ISAs”). Our responsibilities under those standards are further
described in the Reporting Accountants’ Responsibilities for the Audit of the Combined Financial
Statements section of our report. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for out opinion.

Independence and Other Ethical Respansibilities

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

3[')0 P (201906000013 (LLPI01BB25 LCAT & AF U206), Chirterec Aczountants, a Limited Liability Pirtnerstup, is a rpember of BD0 Internatiorial Limited,
a UK company limited by guaranter, and Yorms part of the imernattonz(.BO9 netwark of independent member firms.
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Registration No.: 202201031781 (1477478-K)

13.

ACCOUNTANTS’ REPORT (CONT’D)

IBDO

Directors’ Responsibilities for the Combined Financial Statements

The Directors of the Company (“Directors”) are responsible for the preparation of the combined
financial statements that gives a true and fair view in accordance with MFRSs and IFRSs, The Directors
are also responsible for such internal control as the Directors determine is necessary to enable the
preparation of combined financial statements 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 ability of the Group to continue as a going concern, disclosing, as applicable, matters
related to 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.

Reparting Accountants’ Responsibilities for the Audit of the Combined Financtal Statements

Our objectives 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 opinion. Reasonable assurance is a high tevel of assurance, but is not
a guarantee that an audit conducted in accordance with approved standards on auditing in Malaysia
and [SAs will 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 the basis of these combined

financial statements.

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

(a) Identify and assess the risks of material misstatement of the combined financial statements of
the Group, whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for
our opinion. The risk of hot detecting a material piisstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery, intentionat omissions,
misrepresentations, or the override of internal control;

(b) Obtain an understanding of internal control relevant to thé 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 internal control of the Group;

(c) Evaluate the appropriateness of accounting 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 cencern basis of actounting
and, based on the audit evidefice obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the ability of the Group to continue as
a going concern; If we conclude that a material uncertainty exists, we are required to draw
attention in our report 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 eyidence obtained up to the date of qur 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 represent the underlying transactions and events in a manner that achieves fair

presentation; and
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13.

ACCOUNTANTS’ REPORT (CONT’D)

IBDO

Reporting Accountants’ Responsibilities for the Audit of the Combined Financial Statements
(continued)
As part of an audit in accordance with approved standards on auditing in Malaysia and I5As we exercise
professional judgement and maintain professiopal scepticism throughout the audit. We also
{continued}:
(f)  Obtain sufficient appropriate audit evidence regarding the financial information of the entities

or business activities within the Group to express an opinjon on the combined financial
statements of the Group. We are responsible for the direction, supervision and performance of

the group audit. We remain solely respoensible for pur 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 control

that we identify during our audit.

Other Matters

This report has been prepared solely to comply with Chapter 10, Part Il Division 1: Equity of the
Prospectus Guidelines issued by the Securities Commission Malaysia and for inclusion in the Prospectus
to be issued in connection with the admission of Critical Holdings to the Official List of Bursa Malaysia
Securities Berhad and the listing of and quotation for the entire enlarged 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 opinion,

Boo PUT W‘

BDO PLT Tan Chee Hean

201906000013(LLP0018825-LCA) & AF 0206 03661/04/2024 J
Chartered Accountants Chartered Accountant

Penang

Dated: ) 7 NOV 2023
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13.

ACCOUNTANTS’ REPORT (CONT’D)

Critical Holdings Berhad (202201031781 (1477478-K))
Accountants’ Report

ACCOUNTANTS' REPORT {*“THIS REPORT")

1.

‘Stamped for
’ the.purpose of
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GENERAL INFORMATION

The Company was incorporated in Malaysia under the Companies Act 2016 on 26 August 2022 as
a private limited company under the name Critical Holdings Sdn. Bhd.. Subsequently, on 22
September 2022, the Company was converted to a public limited company and since then,
assumed.its current name of Critical Holdings Berhad.

The registered office of the Company is located at Suite 5-21-H, 21% Floor, Menara Northam, 55,
Jalan Sultan Ahmad Shah, 10050 George Town, Pulau Pinang.

The principal place of business of the Company is located at 1-2-1, 1-2-2 & 1-2-3, Jalan Sungai
Tiram 8, Summerskye Square, 11900 Bayan Lepas, Pulau Pinang.

The Company is principally engaged in investment holding activities. The principal activities of
the combining entitiés are set out in Note 5.29 to the combined financial statements.

The combined financial statements are presented in Ringgit Malaysia {“RM”), which is also the
functional currency of the Group.

BASIS OF PREPARATION

The combined financial statements of the Group consist of the financial statements of Critical
Holdirigs Berhad and its combining entities as disclosed in Note 5.29 to the combined financial
statements, on a combined basis, which are prepared in accordance with MFRSs, IFRSs and based
on Guidance Note on “Combined Financial Statements” issued by the Malaysian Institute of
Accountants if relation to the listing of and quotation for the entire enlarged issued share capital
of the Company on the ACE Market of Bursa Malaysia Securities Berhad (“Listing”).

The combined financial statements of the Group are prepared on the assumption that the Group
has been eperating as a single economic entity from beginning of the earliest comparative period
covered for the relevant financial years. Such manner of presentation reflects the economic
substance of the combining entities, which are under cammon control of Ir, Tan Si Lim and Ir,
Chow Chin Seang throughout the relevant financial years.

Entities under common control are entities which are ultimately cantrolled by the same parties
and- that control is not transitory. Common control éxists when the same parties have ultimate
collective power to govern the financial and operating policies of each of the combining entities
s0 as to obtain benefits from their activities, and that ultimate collégtive power is not transitory.
The financial statements of commonly controlled entities are included in the combined financial
statements from the day that common control commences until thé date that control ceases.

The financial information as presented in the combined financial statements may not correspond
with the consclidated financial statements of the Group has the relevant acquisitions to (egally
constitute the Group been incorporated for the respective financial years. Consequently, such
financial information in the combined financial statements does not purport to predict the
financial positions, results of opérations and cash flews of the Group for the financial years.

The accounting policies adopted are consistent throughout the financial years ended 30 June
2020, 30 June 2021, 30 June 2022 and 30 June 2023 except. for the effects of adoption of new
MFRSs during the financial ‘year, which are disctosed in Mote 5.31.1 to the combined financial

statements.

The combined financial statements of the Group are prepared under historical cost convention
except as otherwise stated in the combined financial statements.
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13. ACCOUNTANTS’ REPORT (CONT’D)

Critical Holdings Berhad (202201031781 (1477478-K)}
Accountants’ Report

2. BASIS OF PREPARATION (continued)

The preparation of these combined financial statements in conformity with MFRS and IFRSs
requires the Directors to make estimates and assumptions that affect the reported amounts of
assets, liabilities, revenue and expenses and disclosure of contingent assets and cantingent
liabilities. In addition, the Directors are also required to exercise their judgement in the pracess
of applying the accounting policies. Areas involving such judgements, estimates and assumptions
are disclosed in Note 4 to the combined financial statements. Although these estiriates and
assumptions are based on the best knowledge of events and actions of the Directors, actual
results could differ from those estimates.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

3.1 Basis of combination

The combined financial statements of the Group incarporate the financial statements of Critical
Holdings Berhad and its combining entities. Controt is achieved when the Group is exposed, or
has rights, to variable returns from its involvement with the investee and has the ability to affect
those returns through its power over the investee. Specifically, the Group controls an investee

if and only if the Group has:

{a) power over the investee; _
(b} exposure, or rights, to varfable returns from its involvement with the investee; and

(c) the ability to use its power over the investee to affect its returns.

If the Group has less than a majority of the voting of similar rights of an investee, the Group
considers all relevant facts and circumstances in assessing whether it has power over an investee,

including;

() the contractuat arrangement with the other vote holders of the investee;
(b) rights arising from other contractual agreements; and
(c) the voting rights of the Group and potential voting rights.

Intragroup balances, transactions; income and expenses are eliminated in the combined financial
statements. Unrealised gains arising from transactions with the associate are eliminated against
the investment to the extent of the interest of the:Group in the investee. Unrealised losses are
eliminated in the same way as unrealised gains, but only to the extent that there is no

impairment.

The financial statements of the combined entities are prepared for the same reporting period as
that of the Company, using consistent accounting policies. Where necessary, apprapriate
adjustments are made to its financial statements in preparing the combined finaricial

statements.

Non-controlling interests, if any, represent equity in subsidiaries that are not attributable,
directly or indirectly, to owners of the parent, and is presented separately in the combined
statements of profit or loss and other comprehensive income and within equity in the combined
statements of financial position, separately from equity attributabte to owners of the Company.
Profit or loss and each component of other comprehensive income are attributed to the owners
of the parent and to the non-controlling interests. Total comprehensive income is attributed to
non-controlling interests even if this results in the non-controlling interests having a deficit

balance.

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate
that there are changes to one or more of the three elements of control. Subsidiaries are
consolidated from the date on which control is transferred to the Group up to the effective date
on which control ceases, as appropriate. Assets, liabilities, income and expenses of a subsidiary
acquired or disposed of during the financial year are included in the statement of profit.or loss

: r;.itamped for
€ purpose
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13. ACCOUNTANTS’ REPORT (CONT’D)

Critical Holdings Berhad (202201031781 {1477478-K})
Accountants’ Report

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3.1 Basis of combination {continued)

If the Group loses control of a subsidiary, the profit or loss on disposal is calculated as the
difference between:

{a) the aggregate of the fair value of the consideration received and the fair value of any
retained interest; and

(b} the previous carrying amount of the assets (including goodwill) and liabilities of the
subsidiary and any non-controlling interests.

Amounts previously recognised in other comprehensive income in relation to the subsidiaries are
accounted for (i.e. reclassified to profit or loss or transferred directly to retained earnings) in
the same manner as would bé required if the relevant assets or liabilities were disposed of. The
fair value of any investments retained in the former subsidiary at the date when contral is lost
is regarded as the fair value on initial recognition for subsequent accounting under MFRS 9
Financial Instruments or, where applicable, the cost on initial recognition of an investment in

an associate or a joint venture,
3.2 Business combinations

3.2.1 Business combinations under common control

Business combination involying entities under common control are accounted for by applying the
merger method af accounting. The assets and liabilities of the combining entities are reflected
at their carrying amounts reported in the combined financial statements of the Group. Any
difference. between the consideration paid and the shdre capital and capital reserves of the
“acquired” entity is reflected within equity as merger reserve. The combined statements of
profit or loss and other comprehensive income reflects the results of the combining 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 uider common

control.

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

date that control ceases.
3.2.2 Business combinations not under comman control

Business combinations other-than those involving entities under common corntrol, are accournted
for by applying the acquisition method of accounting.

ldentifiable assets acquired, liabilities and contingent liabilities assumed in a business
combinatipn are measured at their fair value at the acquisition date, except that:

(a) deferred tax assets or liabilities and liabilities or assets related to employee benefit
arrangements are recognised and measured in accordance with MFRS 112 /ncome Taxes

and MFRS 119 Employee Benefits respectively;

(b) right-of-use assets and lease liabilities for leases are recognised and measured in
accordance with MFRS. 16 Leases;

~ Stamped for
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(c) labilitles 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
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13. ACCOUNTANTS’ REPORT (CONT’D)
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Critical Holdings Berhad (202201031781 (1477478-K))
Accountants’ Report

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Business combinations (continued)
Business combinations not under common control (continued)

Identifiable assets acquired, liabilities and contingent liabilities assumed in a business
combination are measured at their fair value at the acquisition date, except that (continued):

{d) 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.

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

Any contingent consideration payable is recognised at fair value at the acquisition date, The
Graup accounts for changes in fair value of contingent consideration that are not measurement

period adjustments as follows:

(a) Contingent consideration classified as equity shall not be remeasured and its subseguent
settlement shall be accounted for within equity.

{b) Other contingent consideration that:

(i) is within the scope of MFRS 9 Financial Instruments shall be measured at fair value
at each reporting date and changes in fair value shall be recognised in profit or loss
in accordance with MFRS 9 for the relevant period.

(if)  is not within the scope of MFRS 9 shall be measured .a fair value at each reporting
date and changes in fair value shall be recognised in profit or loss.

In a business combination achieved in stages, previously held equity interests in the acquiree are
re-measured to fair value at the acquisition date and any corresponding gain or loss is recognised

in profit or loss:

Components of non-controlling interests in the acquiree that are present ownership interests and
entitle their holders to a proportionate share of the entity’s net assets in the event of liquidation
are initially measured at the present ownership instruments’ proportionate share in the
recognised amounts of the acquiree’s identifiable net assets, All other components: of non-
controlling interests shall be measured at their acquisition-date fair values, unless another
measurement basis is required by MFRSs. The choice of measurement basis is made on a
combination-by-combination basis. Subsegquent to injtial recognition, the carrying amount of non-
controlling interests is the amount of those interests at initial recognition plus the non-controlling
interests’ share of subsequent changes in equity.

Any excess of the sum of the fair value of the consideration transferred in the business
combination, the amount of non-controlling interest in the acquiree (if any), and the fair value
of the previously held 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 statement
of financial position. in instances where the latter amount exceeds the former, the excess is
recognised as a gain on bargain purchase in profit or loss on the acquisition date.

Property, plant and equipment and depreciation

All items of property, plant and equipment are initially measured at cost. Cost includes
expenditure that is directly attributable to the acquisition of the asset.
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Critical Holdings Berhad (202201031781 (1477478-K))
Accountants’ Report

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Praperty, plant and equipment and depreciation (continued)

Subsequent costs are included in the asset's carrying amount or recognised as a.separate asset,
as appropriate, only when the cost is incurred and it is probable that the future economic
benefits associated with the asset would flow to the Group and the cost of the asset could be
measured reliably, 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. Cost also comprises the initial estimate of dismantling and removing the asset and
restoring the site on which it is located for which the Group is obligated to incur when the asset

is acquired, if applicable.
Each part of ait item of property, plant and equipment with a cost that is significant in relation
to the total cost of the asset and which has different useful life, is depreciated separately.

After initial recognition, property, plant and equipment are stated at cost less any accumulated
depreciation and any accumulated impairment losses.

Depreciation is calculated to write down the cost of the assets ta their residyal values on a
straight line basis over their estimated useful lives:. The principal annual depreciation rates are

as follows:

Office building 5%
Equipment and tools 20%
Furniture, fittings and office equipment 10% - 20%
Motor vehicles 20%
Signboard 20%
Renovation 10%

Capital work-in-progress represents building under construction and is not depreciated until such
time when the asset is available for use;

Land and buildings shall be accounted for separately, even when they are acquired together.
Freehold land has an untimited useful life and is not depreciated.

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 (see Note 3.6 to the combined financial statements on impairment of

non-financial assets),

The residual values, useful lives and depreciation methods are reviewed at the end of each
reparting period to eénsure that the amount, method and period of depreciation are consistent
with previous estimates and the expected pattern of consumption of the future economic
benefits embodied in the items of property, plant and equipment. If expectations differ from
previous estimates, the changes are accounted for as a chanpge in an accounting estimate.

The carrying amount of an item of property, plant and equipment is derecognised on disposal or
when no future economic benefits are expected from its use or disposal. The difference between
the net disposal proceeds, if any, and the carrying amount is included in profit or loss.

Investment property

Investment properties are properties which are held to eam rentals or for capital appreciation
or for both and are not occupied by the Group. Investment properties are initially measured at
cost, including transaction costs, less any accumulated depreciation and any accumulated

impairment losses.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Investment property (continued)

Subsequent costs are included in the carrying amount of the investment property or recognised
as a separate asset, as appropriate, only when the cost is iricurred and its is probably that the
future economic benefits associated with the asset would flow to the Group and the cost of the
asset could be Mmeaslired reliably. The carrying amount of parts that are replaced is
derecognised. The costs of the day-to-day servicing of investment properties are recognised in
profit or loss as incurred. '

After initial recognition, investment properties are stated at cost less any accumulated
depreciation and any accumulated impairment losses.

Depreciation is calculated to write off the cost or'valuation of the investment properties to their
residual values on a straight line basis over their éstimated useful lives. The principal
depreciation period for the investment property is fifty (50) years.

Leases

The Group as a lessee

All leases are accounted for by recognising a right-of-use asset and a lease liability except for:

(a) Leases of low value assets; and
{b) Leases with a duration of twelve (12) months or less.

Lease liabilities are measured at the present value of the contractual payments due to the lessor
over the lease term, with the discount rate determined by reference to the rate inherent in the
lease unless (as is typically the case) this is not réadily determinable, in which case the Group’s
incremental borrowing rate on commencement of the lease is used. Variable lease payments are
only included in the measurement of the lease liability if they depend on an index or rate. In
such cases, the initial measurement of the lease liability assumes the variable element will
remain unchanged throughout the lease term. Other variable lease payments are expensed in

the period to which they relate.
On initial recognition, the carrying value of the lease tiability also includes:
{a) Amounts expected to be payable under any residual value guarantee;

(b) The exercise price of any purchase option granted in favour of the Group if it is reasonably
certain to assess that option; and

(c) Any penalties payable for terminating the lease, if the term of the lease has been estimated
on the basis of termination option being exercised.

Right-of-use assets are initially measured at the amount of the lease liability, reduced for any
lease incentives received, and increased far:

(a) Lease payments made at or before commencement of the lease;

(b) Initial direct costs incurred; and

{c) The amount of any provision recognised where the Group is contractually required to
dismantle, remove or restore the leased asset,
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
3.5 Leases {(continued)

3.5.1 The Group as a lessee (continued)

Subsequent to initial measurement, lease liabilities increase as a result of interest charged at a
constant rate on the balance outstanding and are reduced for lease payments made. The right-
of-use assets are depreciated on the straight-line basis over the remaining term of the lease or
over the-remaining econemic life of the asset if, rarely, this is judged to be shorter than the
lease term. The lease term of right-of-use assets are as follows:

2- 4 years

Office buildings
5 - 7 years

Motor vehicles

When the Group revises its estimate of the term of any lease (because, for example, it re-assesses
the probability of a lessee extension or termination option being exercised)}, it adjusts the
carrying amount of the lease liability to reflect the paymerits to be made over the revised term,
which are discounted at the same discount rate that applied on lease commencement. The
carrying value of lease liabilities is similarly revised when the variable element of future lease
payments dependent on a rate or index is revised. In both cases an eguivalent adjustment is
made to the carrying value of the right-of-tse asset, with the revised carrying amount being
amortised over the remaining (revised) lease term.

When the Group renegotiates the contractual terms of a lease with the lessor, the accounting
treatment depends on the nature of the modification:

{a) If the renegotiation results in one or more additional assets being leased for an amount that
commensurate with the standalone price for the additional rights-of-use obtained, the
modification is accounted for as a separate lease in accordance with the above policy;

{b) In all other cases where the renegotiation increases the scope of the lease (whether that is
an extension to the lease term, or one ar more additional assets being leased), the lease
liability is remeasured using the discount rate applicable on the modification date, with the
right-of-use asset being adjusted by the same amount; and '

(c)} If the renegotiation results in a decrease in the scope of the lease, both the carrying amount
of the lease liability and right-of-use asset are reduced by the same proportion to reflect
the partial of full termination of the lease with any differerice recognised in profit or loss.
The lease liability is:then further adjusted to ensure its carrying-amount reflects the amount
of the renegotiated payments over the renegotiated term, with the frodified lease
payments discounted at the rate applicable on the modification date. The right-of-use asset
is adjusted by the same amount.

For ¢ontracts that both convey a right to the Group to use an identified asset and require services
to. be provided to the Group by the lessor, the Group has elected to account for the entire
contract as a lease, i.e. it does allocate any amount of the contractual payments to, and account
separately for, any servicgs provided by the supplier as part of the contract.

3.5.2 The Group as a jessor

As a lessor, the Group determines at lease inception whether each lease is a finance lease or an
operating lease. To clarify each lease, the Group makes an overall assessment of whether the
lease transfers substantially all of the risks and rewards incidental to ownership of the undertying
asset to the lessee. As part of this assessment, the Group considers certain indicators such as
whether the lease is for the major part of the economic life of the asset.

3.6 Impairment of non-financial assets

Stamped for
" the purpose of
identification only

The carrying amount of asséts, except for financial assets, inventories, deferred tax assets,
contract assets and non-current assets held for sale, 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.

7
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)

3.6 Impairment of non-financial assets (continued)

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

In estimating the value in use, the estimated future cash inflows and outflows to be derived frem
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 assessments of the time value of money
and the risks specific to the asset for which the future cash flow estimates have not beéen

adjusted.

An impairment loss is recognised in profit or loss when the carrying amdunt of the asset or the
CGU, exceeds the recoverable amount of the asset or the CGU. The total impairment loss is
allocated to the assets of the CGU on a pro-rata basis of the carrying ameunt of each asset in

the CGU.
Thie impairment loss is recognised in profit or loss immediately.

An impairment loss for assets is reversed if, and only 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 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 no impairment loss had been recognised.

Such reversals are recognised as income immediately in profit ar loss.

3.7 Inventories

inventories are initially recognised at cost, and subsequently at the lower of cost and net
realisable value. Cost comprises all costs of purchase, costs of conversion and other costs
incurred in bringihg the inventories to their present location and condition.

First-in, first-out cost is used to determine the cost of ordinarily interchangeable items.

3.8 Financial instruments
{a) Financial assets

The Group classifies its financial assets. into one of the categories discussed below,
depending on the purpose for which the asset was acquired. Other than financial assets
in a qualifying hedging relationship, the Group’s accounting policy for each category is as
follows:

(i)  Fair value through profit or loss

This category comprisés in-the-money derivatives and out-of-money derivatives
where the time value offsets the negative intrinsic value. They are carried in the
statement of financial position at fair value with changes in fair value recognised in
the statement of comprehensive income in the finance income or expense line.
QOther than derivative financial instruments which are not designated as hedging
instruments, the Group does not have arty assets held for trading nor does it
voluntarily classify any financial assets as being at fair value through profit or loss.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3.8 Financial instruments (continued)

(a)

Financial assets (continued)

The Group classifies its financial assets into one of the categories discussed below,
depending on the purpose for which the asset was acquired. Other than financial assets
in a qualifying hedging relationship, the Group's accounting poalicy for each category is as
follows (continued):

(i)

Amortised cost

These assets arise principally from the provision of goods and services to customers
{e.g. trade receivables), but also incorporate other types of financial assets where
the objective is to hold these assets in order to collect contractual cash flows and
the contractual cash flows are solely payments of principal and interest. They-are
initialty recognised at fair value plus transaction costs that are directly attributable:
to their acquisition or issue, and are subsequently carried at amortised cost using
the effective interest rate method, less provision for impairment.

Impairment provisions for current and non-current trade receivables are recognised
based an the simplified approach within MFRS 9 using a provision matrix in the
determination of the lifetime expected credit losses. During this process the
probability of the non-payment of the trade receivables is assessed. This probability
is. then muitiplied by the amount of the expected loss arising from default to
determine the lifetime expected credit loss for the trade receivables. For trade
receivables, which are reported net, such provisions are recorded in a separate
provision account with the loss being recognised in the profit or loss. ©On
confirmation that the trade receivable will not be collectable; the gross carrying
value of the asset is written off against the associated provision.

Impairment provisions for receivables from related parties and loans to related
patties are recognised based on a forward looking expected credit loss model. The
methodology used to determine the amount of the provision is based on whether
there has been a significant Increase in credit risk.since initial fecognition of the
financial asset. For those where the credit risk has not increased significantly since
initial recognition of the financial asset, twelve-month expected credit losses along
with gross interest income are recognised. For those for which credit risk has
increased significantly, lifetime expected credit losses along with the gross interest
income are recognised. For those that are determined to be credit impaired,

- lifetime expected credit losses-along with interest income on a net basis are

recognised.

The Group's financial assets measured at amortised cost comprise trade and other
receivables and cash and cash equivalents in the statement of financial position.

Cash and cash equivalents includes cash in hand, deposits held at call with banks,
other short term highly liquid investments with original maturities of three months
or less, and - for the purpose of the statement of cash flows - bank overdrafts. Bank
overdrafts are shown within loans and borrowings in current liabilities on the

statement of financial position.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
3.8 Financial instruments (continued)
(b)  Financial liabilities
The Group classifies its financial liabilities into one of two categories, depending on the

purpose for which the liability was acquired. The Group's accounting policy for each
category fs as follows:

(i)  Fair value-through profit or loss

Financial liabilities at fair value through profit or loss comprise financial liabilities
that are held for trading, derivatives (both, freestanding and embedded) and
financial liabilities that were specifically designated into this classification upon

initial recognition.

Subsequent to initial recognition, financial liabilities classified as at fair value
through profit or loss are measured at fair value. Any gains or losses arising from
changes in the fair vatue of financial liabilities classified as at fair value through
profit or loss are recognised in profit or loss. Net gains or losses on financial liabilities
classified as at fair value through profit or loss exclude foreign exchange gains and
losses, interest and dividend income; Such income is recognised separately in profit
or loss as components of other income or other operating losses.

(ii}  Other financial liabiljties

Financial liabilities classified as other financial liabilities comprise non-derivative
financial liabilities that are neither held for trading nor initially designated as at fair
value through profit or loss.

Subsequent to initial recognition, other financial liabilities are measured at
amortised cost using the effective interest method. Gains-or losses on other financial
liabititles are recognised in profit or loss when' the financial liabilities are
derecognised and through the amortisation process.

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

Any difference between the carrying amount of a 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.

(c) Equity
An equity instrument {s any contract that evidences a residual interest in the assets of the
Group after deducting all of its liabilities. Ordinary shares are classified as equity
instruments.

Ordinary shares are recorded at the proceeds received at issuance and classified as equity.
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

charged to profit or loss.

Intetim dividends to shareholders are recognised in eguity in the period in which they are
declared. Final dividends are recognised upon the approval of shareholders in a general

meeting.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Borrowing costs

Borrowing costs that are directly attributable to the acquisition or production of a qualifying
asset is capitalised as part of the cost of the asset until when substantially all the activities
necessary to prepare the asset for its intended use or sale are complete, after which such expense
is charged to profit or loss. A qualifying asset is an asset that necessarily takes a substantial
period of time to get ready for its intended use or sale. Capitalisation of borrowing cost is
suspended during extended periods-in which active development is interrupted.

The amount of borrowing costs eligible for capitalisation is the actual borrowing costs incurred
on the borrowing during the period less any investment income on the temporary investment of

the borrowing.

All other borrowing costs are recognised in profit or loss iri thé period in which they are incurred.

Provisions

Pravisions are recognised when there is a present obligation, legal or constructive, asa result of
a past event, and when it is probable that an outflow of resources embodying economic benefits
would be required to settle the sbligation and a reliable estimate can be made of the amount of

the obligation.

If the effect of the time value of money is material, the amount of a provisior would be
discounted to its present value at a pre-tax rate that reflects current markét assessments of the

time value of money and the risks specific to the liability.

Provisions are reviewed at the end of each reporting period and adjusted to reflect the current
best estimate, If it is no longer probable that an outflow of resources embodying economic
benefits would be required to settle the obligation, the provision would be reversed.

Provisions are not recognised for future operating losses. If the Group has a contract that is
onerous, the present obligation under the contract shall be recognised and measured as a

provision,
Contingent liabilities and contingent assets

A contingent liability is a possible obligation that arises from past events whose existence would
be confirmed by the occurrence or non-eccurrence of one or more uncertain future events beyond
the control of the Group or a present obligation that is not recognised because it is not probable
that an outflow of resources would be required to settle the obligation. A contingent liability
also arises in extremely rare cases where there is a liability that.cannot be recognised because
it cannot be measured reliably. The Group does not recognise a contingent liability but discloses
its existence in the financial statements.

A contingent asset is a possible asset that arises from past events whose existence woutd be
confirmed by the occurrence or non-occurrence of one or more uncertain future events beyond
the control of the Group, The Group does not recognise a contingent asset but discloses its
existence where inflows of economic benefits are probable, but not virtually certain.

In the acquisition of subsidiaries by the Group under business combinations, contingent liabilities
assumed are measured initially at their fair value at the acquisition date.

11
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Income taxes

Income taxes include all taxes on taxable profit, Income taxes also include other taxes, such as
real property gains taxes payable on the disposal of properties, if any.

Taxes in the statements of profit or loss and other comprehensive income comprise current tax
and deferred tax.

(a)

(b)

Current fax

Current tax expenses are determined according to the tax laws of the jurisdiction in which
the Graoup operates and include all taxes based upon the taxable profits.

Deferred tax

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

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

A deferred tax asset is recognised only to-the extent that it is prabable that future taxable
profit woutd 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 benefit of part or all of that deferred tax
asset to be utilised, the carrying amount of the deferred tax asset would be reduced
accerdingly. When it becomes probable that sufficient taxable profit would be available,
such reductions would be reversed to the extent of the taxable profits.

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:

(i)  The same taxable entity; or

(ii) Different taxable entities which intend either to settle current tax liabiljties and
assets on a net basis, or torealise the assets and settle the liabilities simultaneously,
in each future period in which significant amounts of deferred tax liabilities or assets
are expected to be settled or recovered.

Deferred tax would be recognised as income or expense and included in profit or loss. for
the period unless 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 ratesthat 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.

12
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue recognition

The Group recognises revenue from contracts with customers based on the five:step model as
set out below:

(@) Identify contract(s) with a customer. A contract is defined as an agreement between two
or more parties that creates enforceable rights and obligations and sets out the criteria

that must be met.

{b) Identify performance obligations in the contract. A performance obligation is a promise in
a contract with a custamer to transfer a good or service to the customer.

{c). Determine the transaction price. The transaction price is the amount of consideration to
which the Group expects to be entitled Tn éxcharige for transferring promised goods or
services to a customer, excluding @mounts collected on behalf of third parties.

{d} Allocate the transaction price to the performance gbligations in the contract. For a
contract that has more than one performance gbligation, the Group allocates the
transaction price to each performance obligation in an amotint that depicts the amount of
consideration to which the Group expects to be entitled in exchange for satisfying each

performance obligation.
{e) Recognisé revenue when {ar as) the Group. satisfies a performance obligation.

When the Group satisfies a performance obligation by delivering the promised goods or services,
it creates a contract based asset on the amount of consideration earned by the performance.
Where the amount of consideration received from a customier exceeds the amount of revenue

recognised, this gives rise to a contract liability.

The Group satisfies a performance obligation and recognises revenue over time if the
performance of the Group:

(a) Does not create an asset with an alternative use to the Group and has an enforceable right
to payment for performance completed to-date; or

{b} Creates or enhances an asset that the customer controls as the asset is created or
enhanced; or

{c} Provides benefits that the customer simultaneously received and consumes as the Group
performs.

For performance obligation where any of the above condition is not met, revenue is recognised
at the point in time at which the performarice obligation is satisfied.

Revenue recognition not in relation to performance obligation is described below:

{a) Interest income

Interest incomie is recognised as it accrues, using the effective interest method.

(b) Rental income

Rental income is recognised on a straight-line basis over the lease term of an ongoing lease.

13
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
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(a)

(b)

Short term employee benefits

Wages, salaries, social security contributions, paid annual leave, paid sick leave, bonuses
and non-manetary benefits are measured on an uindiscounted basis and are éxpensed when

employees rendered their services to the Group.

Short term accumulating compensated absences such as paid annual leave are fecognised
as-an expense when employees render services that increase their entitlement to future
compensated absences. Short term non-accumulating compensated absences such as sick
leave are recognised when the absences occur and they lapse if the current period’s
entitlement is not used in full and do not entitle employees to a cash payment for unused

entitlement on leaving the Group.

Bonuses are recognised as an expense when there is a present, legal or constructive
obligation to 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 plan

The Group makes contributions to a statutory provident fund. The contributions are
recognised as a liability after deducting any contribution already paid and as an expense
in the period in which the employees render their services.

Foreign currencies

(a)

(b)

Functional and presentation currency

Items included in the combined financial statements of the Group are measured using the
currency of the primary economic environment in which the entity operates (“the
functiengl currency”). The financial statements are presented in RM, which is the
functional and presentation currency of the Group.

Foreign currency translations and balances

Transactions in foreign currencies are converted into RM at rates of exchange ruling at the
transaction dates. Monetary assets and liabilities in foreign currencies at the end. of the
reporting period are translated into RM at rates of exchange ruling at that date. All
exchange differences arising from the settlement of foreign currency transactions and from
the translation of foreign currency monetary assets and liabilities are included in profit or
loss in the period in which they arise. Non-monetary items initially denominated in foreign
currencies, which are carried at historical cost are translated using the historical rate as
‘of the date of acquisition, and non-monetary items which are carried at fair value are
translated using the exchange rate that existed when the values were: determined for

presentation currency purposes.

Fair value measurements

The fair value of an asset or & liability (except for lease transactions) is determined as 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. The fair value measurement assumes
that the transaction to sell the asset or transfer the liability takes place either in the principat
market or in the absence of a principal market, in the most advantageous market.

14
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Fair value measurements {continued)

The Group measures the fair value of an asset or a liability by taking into account the
characteristics of the asset or liability if market participants would take these characteristics
into account when pricing the asset or liability. The Group has considered the following
characteristics when determining fair value:

(3) The condition and location of the asset; and
(b) Restrictions, if any, on the sale or use of the asset.

The fair value measurement for a non-financial asset takes into account the ability of the market
participant to generate economic benefits by using the asset in its highest and best use or by
selling it to another rharket participant that would use the asset in its highest and best use.

The fair value of a financial or non-financial liability or an entity®s own equity instrument assumes
that:

(a) A liability would remain outstanding and the market participant transferee would be
required to fulfil the obligation. The liability would not be settled with the counterparty
or otherwise extinguished on the measurement date; and

(b)  An entity’s own equity instrument would remain outstanding and the market participant
transferee would take on the rights and responsibilities assoriated with the instrument.
The instrument would not be cancelled or otherwise extinguished on the measurement

date.
Non-current assets held for sale and disposal groups
Non-current assets and disposal groups are classified as held for sale when:

(a) They are available for immediate sale;
(b)  Management is committed to a plan to sell;
(c) It is unlikely that significant changes to the plan will be made or that the plan will be

withdrawn;
(d) An active programme to locate a buyer has been initiated;
{e) The asset or disposal group is being marketed at a reasonable price in relation to its fair

value; and
(f) A saleis expected to complete within twelve (12) months from the date of classification.
Non-current assets and disposal groups classified as held for sale are measiired at the lower of:

(a)  Their carrying amount immediately prior to being classified as held for sale in accordance
with the Group's accounting policy; and
{b)  Fair value less costs of disposal.

Following their classifications as held for sale, non-current assets {including those in a disposal
group) are not depreciated.
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Critical Holdings Berhad (202201031781 (1477478-K))
Accountants* Report

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued}

Operating segments
Operating segments are defined as components of the Group that:

(a) Engage in business activities from which it could earn revenues and incur expenses
(including revenues and expenses relating to transactions with other components of the

Group};

(b}  Whose operating results are regularly reviewed by the chief operating decision maker of
the Group in making decisions about resources to be allocated to the segment and assessing

its performance; and
(c) For which discrete financial information is available.
An operating segment may engage in business activities for which it has yet to eam revenue.

The Group reports separately information about each operating segment that meets any of the
following quantitative thresholds:

(@)  Its reported revenue, including both sales to external customers and intersegment sales or
transfers, is ten percent (10%) or more of the combined revenue, internal and external, of

all operating segments.

(b)  The absolute amount of its reported profit or loss is ten percent (10%) or more of the
greater, in absolute amount of:

(i)  the combined reported profit of all operating segments that did not report a loss;
and

{(ii)  the combined reported loss of all operating segments that reported a loss.
{c)  Its assets are ten percent (10%) or more of the combined assets of all operating segments.

Operating segments that do not meet any of the quantitative thresholds may be considered
reportable, and separately disclosed, if the management believes that information about the
segment would be useful to users of the financial statements.

Total external revenue reported by operating segments shall constitute at least seventy-five
percent (75%) of the revenue of the Group. Opérating segments identified as reportable segments
in the cwrrent financial year in accordance with the quantitative thresholds “would result in-a
restatement of prior period segment data for comparative purposes.

Earnings per share

(a) Basic

Basic earnings per ordinary share for the financial years are calculated by dividing the
profit for the financial years attributable to common controlling shareholders of the
combining entities by the expected number of ordinary shares of the Company upon the

completion of the Listing.

{b) Diluted
Diluted earnings per ordinary share for the financial years are calculated by dividing the
profit for the financial years attributable to common controlling shareholders by the

expected number of ordinary shares of the Company upon the completion of the Listing
adjusted for the effects of dilutive potential ordinary shares,

16
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SIGNIFICANT ACCOUNTING ESTIMATES AND.JUDGEMENTS

Estimates and judgements are continually evaluated by the management of the Company and are
based on historical experience and other factors, including expectations of future events that are
believed to be reasonable under the: circumstances.

The management. makes estimates and assumptions concerning the future. The resulting
accounting estimates will, by definition, rarely equal the related actual results. To enhance the
information content of the estimates, certain key variables that are anticipated to. have a
material impact to the Group’s results and financial position are tested for sensitivity to changes

in the underlying parameters.

The following is a key assumption concerning the future, and other sources of estimation
uncertainty at the reporting date that has significant risk of causing a material adjustment to
carrying amounts of assets and liability within the next financial year.

Impairment of trade receivables

The determination of whether trade receivables are recoverable involves significant management
judgement in determining the probability of default by trade receivables and appropriate
forward-looking information.

[THE REST OF THIS PAGE IS INTENTIONALLY LEFT BLANK]
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5. HISTORICAL FINANCIAL INFORMATION

5.1 Combined Statements of Financial Position

The audited combined statements of financial position as at 30 June 2020, 30 June 2021, 30 June
2022 ‘and 30 June 2023 are set out below:

2023 2022 2021 2020
Note RM RM RM RM
ASSETS
Nen-current assets
Property, plant and )
equipment 5.5 508,666 287,082 3,921,176 3,652,737
Right-of-use assets 5.6 1,414,249 1,411,138 958,844 1,209,801
Investment property 5.7 2,908,865 2,930,460 - -
Deferred tax assets 5.8 12,300 24,400 -
4,844,080 4,653,080 4,880,020 4,862,538
Current assets
Inventories 5.9 - - 23,618 -
Trade and other .
receivables 5.10 | 41,567,424 || 41,291,038 || 13,550,867 {1 11,345,238
Contract assets 5.11 304,700 463,901 - .
Cash and bank balances 5.1 9,707,938 7,234,133 7,241,420 4,418,567
51,580,062 48,989,072 20,815,905 15,763,805
Non-current asset held for
sale 5.22 - 704,589 - -
TOTAL ASSETS 56,424,142 54,346,741 25,695,925 20,626,343
EQUITY AND LIABILITIES
Equity attributable to the
common controlling
shareholders of the
combining entities
Invested equity * 5.13 1,750,100 1,300,000 1,300,000 1,300,000
Reserves 5.14 | 20,253,762 || 13,513,619 7,616,729 4,455,601
TOTAL EQUITY 22,003,862 14,813,619 8,916,729 5,755,601

* Number of ordinary shares on combined basis

Stamped for
g the.p‘urpose of
identification only
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Critical Holdings Berhad (202201031781 (1477478-K))
Accountants’ Report
5. HISTORICAL FINANCIAL INFORMATION (cantinued)

5.1 Combined Statements of Financial Position (continued)

The audited combined statements of financial position as at 30 June 2020, 30 June 2021, 30 June
2022 and 30 June 2023 are set tut below (continued):

2023 2022 2021 2020
Note RM RMm RM RM

LIABILITIES

Non-current (fabilities

Borrowings 5.15 2,264,637 2,822,800 2,939,711 2,581,529
Lease Ifabilities 5.6 931,425 908,803 551,906 730,750
Deferred tax liabilities 5.8 7,900 || - 80,800 46,000

3,203,962 3,731,603 3,572,417 3,358,279

Current liabilities

Trade and other payables 5.16 | 28,766,833 || 34,220,055 || 11,213,976 10,261,882
Contract labilities 5.1 154,268 241,141 - .
Borrowings 5.15 1,232,875 480,164 . 431,204 317,816
Lease liabilitles 5.6 369,663 277,667 235,430 247,653
Current tax liabilities 692,679 582,492 1,326,169 685,112

31,216,318 35,801,519 13,206,779 11,512,463

TOTAL LIABILITIES 34,420,280 39,533,122 16,779,196 14,870,742
TOTAL EQUITY AND
LIABILITIES 56,424,142 54,346,741 25,695,925 20,626,343

[THE REST OF THIS PAGE IS INTENTIONALLY LEFT BLANK]
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Registration No.: 202201031781 (1477478-K)

13. ACCOUNTANTS’ REPORT (CONT’D)

Critical Holdings Berhad (202201031781 (1477478K))
Accountants' Report

5, HISTORICAL FINANCIAL INFORMATION (continued)

5.5 Property, plant and equipment (continued)

{a) As at the end of the reporting period, the carrying amounts. of the property, plant and
equipment charged as securities for bank barrowings as disclosed in Note 5,15 to the

combined financial statements are as follows:

2023 2022 2021 2020
RM RM RM RM
Office building - - 754,916 805,243
Capital work-in-progress - - 2,944,857 2,616,207

- - 3,699,773 3,421,450

[THE REST OF THIS PAGE IS INTENTIONALLY LEFT BLANK]
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Registration No.: 202201031781 (1477478-K)

13. ACCOUNTANTS’ REPORT (CONT’D)

5.
5.6
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Critical Holdings Berhad (202201031781 (1477478K))

Accountants’ Report.
HISTORICAL FINANCIAL INFORMATION (continued)
Right-of-use assets and lease liabilities (continued)
The Group as lessee {continued)
Lease liabilities {continued)
2023 2022 2021 2020
RM RM RM RM
Represented by:
Current liabilities 369,663 277,667 235,430 247,653
Non-current liabilities. ‘ 931,425 908,803 551,906 730,750
1,301,088 1,186,470 787,336 978,403
Lease liabilities owing to financial
institutions 841,875 976,134 726,065 978,403
Lease liabitities owing to non-
financial institutions 459,213 210,336 61,271
1,301,088 1,186,470 787,336 978,403

{a) The Group leases motor vehicles and office buildings in which it operates. The periodic
rerit is fixed oyer the lease term.

(b}  The Group has certain €ases of egquipment, hostel and office with lease terms of less than
twelve (12) months, and {ow-value asset of RM20,000 and below. The Group applies the
“short-term leases” and “lease of low-value assets” exemptidns for these leases.

{c) The following are the amounts recognised.in profit:or loss:

2023 2022 2021 2020
RM RM RM RM

Depreciation charge of right-of-

use assets, included in other
~ operating expenses 473,700 435,224 375,253 135,539
Interest expense on lease

liabilities, included in finance

costs 59,482 42,233 39,128 18,765
Expense relating to short-term

leases, included in:
- cost of sates 425,456 64,537 37,310 26,891

--administrative expenses 159,500 32,600 19,400 41,800
Expense relating to leases of
low-value assets, included in:

- cost of sales 139,933 4,742 2,300 -
- administrative expenses 10,070 8,470 9,740 9,240
1,268,141 587,806 483,131 232,235

39
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Registration No.: 202201031781 (1477478-K)

13. ACCOUNTANTS’ REPORT (CONT’D)

Critical Holdings Berhad (202201031781 (1477478K))
Atcountants’ Report

5. HISTORICAL FINANCIAL INFORMATION (continued)
5.6 Right-of-use assets and lease liabilities (continued)

The Group as lessee (continued)

(d) The following are total cash outflows for leases as a lessee:

2023 2022 2021 2020
RM RM RM RM

Included in net cash from

operating activities:
Payment relating to low-value

assets and short-term leases 734,959 110,349 68,750 77,931
Included in net cash fram/used

in investing activities:
Purchase of right-of-use assets 20,304 209,713 - 326,369
Included in net cash used in

financing activities:
Payment of lease liabilities 401,373 320,905 368,569 189,417
Total cash outflows for leases 1,156,636 640,967 437,319 593,717

(e) The following table sets out the carrying amounts, the incremental borrowing rate and the
remaining maturities of the lease liabilities of the Group that are exposed to interest rate

risk:
Incremental Within One (1)to  More than
borrowing one (1) five (5) five (5)
rate year years years Total
% RM RM RM RM

Fixed rates

30 June 2023 4.63 369,663 931,425 - 1,301,088
30 June 2022 4.61 277,667 901,066 7,737 1,186,470
30 June 2021 4.09 235,430 451,704 100,202 787,336
30 June 2020 4.43 247,653 541,664 189,086 978,403

{f) The table below summarises the maturity profile of the lease liabilities of the Group at the
end of each reporting period based on contractual undiscounted repayment obligations as

follow:
Ondemand One (1) to Over
or within five (5) five (5)
one (1) year years years Total
RM RM RM RM
30 June 2023 416,616 996,014 - 1,412,630
30 June 2022 326,310 975,781 7,762 1,309,853
30 June 2021 263,955 502,094 102,466 868,515
30 June 2020 283,920 613,988 197,170 1,095,078
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Registration No.: 202201031781 (1477478-K)

13. ACCOUNTANTS’ REPORT (CONT’D)

Critical Holdings Berhad (202201031781 (1477478K}))
Accountants’ Report

5. HISTORICAL FINANCIAL INFORMATION (continued)

5.7  Investment property

Freehold

land Building Total

RM RM RM
Carrying amount _
Balance as at 1 July 2022 1,865,076 1,065,384 2,930,460
Depreciation charge for the financial year - (21,595) (21,595)
Balance as at 30 June 2023 1,865,076 1,043,789 2,908,865
As at 30 June 2023 N
Cost 1,865,076 1,079,781 2,944,857
Accumulated depreciation - (35,992) (35,992)
Carrying amount 1,865,076 1,043,789 2,908,865

Carrying amount

Balance as'at 1 July 2021 - - -

Transfer from property, plant and equipment 1,865,076 1,079,781 2,944,857

Depreciation charge for the financial year - {14,397) (14,397}

Balance as at 30 June 2022 1,865,076 1,065,384 2,930,460
As at 30 June 2022

Cost 1,865,076 1,079,781 2,944,857
Accumulated depreciation - {14,397) (14,397)
Carrying amount 1,865,076 1,065,384 2,930,460

(a)  The fair value of the investment property for disclosure purposes are as follows:

2023 2022
RM RM
Levet 2 of the fair value hierarchy 3,000,000 3,000,000

As at 30 June 2022, the fair value was based on a valuation exercise carried out by an
independent third party professignal valuer on 23 Noveinber 2021, Fair value is determined
based on comparison approach, which considered the existing and upcoming developments
in the vicinity, references to salés of similar properties in and around the locatity.

As at 30 June 2023, the fair value was determined based on Directors’ estimation by
referérice to market evidence of transaction prices of similar properties in the vicinity and
same category. The significant unobservable input into this valuation method Is adjustment
fatctors to prices of compatable properties. The estimated fair value would increase if the
transaction prices were higher and vice versa.

Investment property of the Group is mainly used to generate rental income. However, the
fair value of investment property reflects the highest and best use of the said property
should bé the investment property be disposed. Currently, management does not intend
to dispose off the irvestment property and the existing use of the investment.
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Registration No.: 202201031781 (1477478-K)

13. ACCOUNTANTS’ REPORT (CONT’D)

Critical Holdings Berhad (202201031781 (1477478K))
Accountants’ Report

5. HISTORICAL FINANCIAL INFORMATION (continued)

5.7  Investment property (continued)

{b) Rental income generated from rental of investment property of the Group during the

financial year are as follows:

Rental income

2023 2022
RM RM
132,000 11,000

{c}) Direct operating expenses arising from investment property generating rental income

during the financial year are as follows:

2023 2022
RM RM
Insurance expenses 18,058 10,628
Quit rent and assessment 5,700 2,600

(d) The Group has entered into nen-cancellable operating lease agreements for terms of two
{Z) years-and renewable at the end of the lease period subject to an increase clause. The

monthly rental consists of a fixed base rent.

(e) The Group has aggregate future minimum lease receivables at the end of each reporting
period as follows:

2023 2022
RM RM
Less than one (1) year 110,000 132,000
One (1) to two (2) years - 110,000
110,000 242,000

{f)  As at the end of the reporting period, investment property of the Group has been charged
as securities for bank borrowings as referred to in Note 5.15 to the combined financial

statements,

5.8  Deferred tax assets/(liabilities)

(a}) The deferred tax assets/(liabilities) are made up of the following:

2023 2022 2021 2020
RM RM RM RM
Balance as at 1 July
2022/2021/2020/2019 24,400 (80,800} {46,000) (83,700)
Recognised in the profit or
loss (Note 5.21}) {20,000) 105,200 {34,800} 37,700
Balance as at 30 June 4,400 24,400 (80,800) {46,000)
_“Stamped for Presented after appropriate
the purpose of offsetting:
identification only Deferred tax asset, net 12,300 24,400 - -
- Deferred tax liabilities, net 7,900 - 80:800 46,000
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Registration No.: 202201031781 (1477478-K)

13. ACCOUNTANTS’ REPORT (CONT’'D)

Critical Holdings Berhad (202201031781 (1477478K))
Accountants’ Report

5. HISTORICAL FINANCIAL INFORMATIOR (continued)

5.8 Deferred tax assets/(liabilities) (continued)

(b) The components and movements of deferred tax assets/(liabilities) during the financial year
are as follows:
Other
Property, deductible
plant and temporary

equipment  differences Total
RM RM RM
Balance as at 1 Juty 2022 (33,500) 57,900 24,400
Recognised in the profit or loss 900 _{20,900) (20,000)
Balance as at 30 June 2023 (32,600) 37,000 4,400
Balance as at 1 July 2021 (91,200) 10,400 {80,800)
Recognised in the profit or loss 57,700 47,500 105,200
Balance a% at 30 June 2022 (33,500) 57,900 24,400
Balance as at 1 July 2020 (46,000) - {46,000)
Recognised in the profit or loss (45,200) 10,400 (34,800)
Batance as at 30 June 2021 (91,200} 10,400 (80,800)
Balance as at 1 July 2019 (83,700) - (83,700
Recognised in the profit or loss 37,700 - 37,700
Balance as at 30 June 2020 (46,000) - {46,000)
5.9  Inventories
2023 2022 2021 2020
RM RM RM RM
At cost
Consumables - - 23,618 -

During the financial year, inventories of the Group recognised as cost of sales are as follows:

2023 2022 2021 2020
RM RM RM RM

Cost of sales 31,347,652 29,364,535 13,066,104 -
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Registration No.: 202201031781 (1477478-K)

13. ACCOUNTANTS’ REPORT (CONT’D)

Critical Holdings Berhad (202201031781 (1477478K))
Accountants® Report

5. HISTORICAL FINANCIAL INFORMATION (continued)

5.10 Trade and other receivables

2023 2022 2021 2020
RM RM RM RM

Trade receivables
Third parties 29,509,246 34,968,959 12,664,958 10,824,166
Retention sum 9,750,306 4,851,713 1,131,538 1,129,400
Amounts owing by

related parties _ - - 26,000

39,259,552 39,820,672 13,796,496 11,979,566

Less:
Allowance for impairment

losses
- third parties (528,080) (370,855) (539,344) (742,143)
- retention sum (293,868) (78,486} - -

(821,948) (449,341) (539,344)  (742,143)

38,437,604 39,371,331 13,257,152 11,237,423

Qther receivables

Third parties - - 166,091 29,289

Deposits and prepayments

Deposits 1,438,103 344,658 87,929 76,146

Prepayments 1,691,717 1,575,049 39,695 2,380
3,129,820 1,919,707 127,624 78,526

Trade and other receivables 41,567,424 41,291,038 13,550,867 11,345,238

(a) Trade and other receivables (excluding prepayments) are classified as financial assets
measured at amortised cost,

{b}  The normal trade credit terms granted by the Group range from 30 to 30 days (ZQ'ZZ: 30 to
90 days; 2021: 30 to 90 days; 2020: 30 to 90 days). They are recognised at their original
invoice amounts which represent their fair values on initial recognition.

{c) The currency exposure profile of trade and other receivables (excluding prepayments) ‘of
the Group is as follows:

2023 2022 2021 2020
RM RM RM RM
Ringgit Malaysia 39,646,177 39,715,989 13,511,172 11,342,858
Singapore Dollar 229,530 - - -

39,875,707 39,715,989 13,511,172 11,342,858

{dy Related parties represent companies incorporated in Malaysia in which Directors of the
Group have significant financial and controlling interest,

(e) Impairment for trade receivables that do not contain a significant financing component
are recoghised based on the simplified approach using the lifetime expected credit losses

(MECL!I)-

The Group uses an allowance matrix to measure the ECL of trade receivables. Expected
loss rates are calculated using the roll rate method based on the common credit risk
characteristic - by past due days.
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Registration No.: 202201031781 (1477478-K)

13. ACCOUNTANTS’ REPORT (CONT’D)

5.

Critical Holdings Berhad (202201031781 (1477478K}))
Accountants” Report

HISTORICAL FINANCIAL INFORMATION (continued)

5.10 Trade and other receivables (continued)
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(e)

()

(continued)

During this process, the probability of non-payment by the trade receivables is adjusted
by forward-tooking information (consumer price index and Malaysia population) and
multiplied by the amount of the expected loss arising from default to determine the
lifetime ECL for the trade receivables. For trade receivables, which are reported net, such
impairments are recorded in a separate impairment account with the loss being recognised
in the profit or loss. On confirmation that the trade receivable would not be collectable,
the gross carrying value of the asset would be written off against the associated

impairment.

It requires management to exercise significant judgement in determining the probability
of default by trade receivables and appropriate forward-looking information.

Lifetime expected loss provision for trade receivables as at the end of each reporting
period are as follows:

Gross Net
carrying carrying
amount Impairment amount

RM RM
2023
Current 30,086,843 {117,177} 29,969,666
Past due
1 to 30 days 3,730,593 (102,339) 3,628,254
31 to 60 days 2,615,543 (64,788) 2,550,755
61 to 90 days 281,245 (22,062) 259,183
More than 90 days 2,545,328 (515,582) 2,029,746
39,259,552 (821,948) 38,437,604
2022
Current 27,210,773 {117,133) 27,093,640
Past due
1 to 30 days 6,685,783 (83,230) 6,602,553
31 to 60 days 2,359,395 (36,474) 2,322,921
61 to 90 days 865,347 (32,164) 833,183
More than 90 days 2,699,374  (180,340) 2,519,034
39,820,672 {449,341} 39,371,331
2021
Current 7,685,920 (94,238} 7,591,682
Past due
1 to 30 days 3,177,791 (55,980) 3,121,811
31 to 60 days 110,165 (2,597) 107,568
61 to 90 days 64,670 {2,539) 62,131
More than 90 days 2,757,950 (383,990} 2,373,960
13,796,496 (539,344) 13,257,152
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Registration No.: 202201031781 (1477478-K)

13. ACCOUNTANTS’ REPORT (CONT’D)

Critical Holdings Berhad (202201031781 (1477478K})

5. HISTORICAL FINANCIAL INFORMATION {continued)

5.10 Trade and other recefvables {continued)

Accountants’ Report

{f) Lifetime expected loss provision for trade receivables as at the end of each reporting period

are as fallows (continued):

Net
carrying
Impairment amount
RM RM
(109,493) 3,496,431
(97,337) 2,200,208
(147,348) 1,790,788
(77,137} 1,680,087
(310,828) 2,069,909

Gross
carrying
amount

RM

2020
Current 3,605,924
Past due
1 to 30 days 2,297,545
31 to 60 days 1,938,136
61 to 90 days 1,757,224
More than 90 days 2,380,737

11,979,566

{742,143) 11,237,423

The Group did not renegotiate the terms of any trade receivables for each of the reporting

period.

[THE REST OF THIS PAGE IS INTENTIONALLY LEFT BLANK]
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Registration No.: 202201031781 (1477478-K)

13. ACCOUNTANTS’ REPORT (CONT’D)

Critical Holdings Berhad (202201031781 (1477478K))
Accountants’ Report
5. HISTORICAL. FINANCIAL INFORMATION (cantinued)
5.10 Trade and other receivables (continued)

{g) Movements in lifetime ECL far trade receivables are as follows:

Not credit Credit.
impaired impaired Total
RM RM RM

Balance as at 1 July 2022 449,341 - 449,341
Charge for the financial year 58,520 314,087 372,607
Balance as at 30 June 2023 507,861 314,087 821,948
Balance as at 1 July 2021 493,562 45,782 539,344
Charge for the financial year 132,162 - 132,162
Write offfor the financial year - (43,200) {43,200)
Reversal for the financial year {176,383} (2,582) (178,965)
Balance as at 30 June 2022 449,341 - 449,341
Balance asat 1 July 2020 742,143 - 742,143
Charge for the financial year - 45,782 45,782
Reversal for the financial year (248,581) - (248,581}
Balance as-at 30 June 2021 493,562 45,782 539,344
Balance as at 1 July 2019 250,147 - 250,147
Charge for the financial year 491,996 - 491,996
Balance as at 30 June 2020 742,143 - 742,143

Credit impaired refers to individually determined debtors who have defaulted on payments
and are in significant financial difficulties as at the end of the reporting period.

The Group considers trade and other receivables to be in default when the receivables are
past due for more than twelve (12) months.

{(h) Impairment for other receivables are recognised based on the gereral approach within MFRS
9 using the forward-looking ECL model. The methodology used to determine the amount of
the impairment is based on whether there has been a significant increase-in credit risk since
initial recognition of the financial asset. For those in which the credit risk has not increased
significantly since initial recognition of the financial asset, twelve-month ECL along with
gross interest income are recognised. For those in which credit risk has increased
significantly, lifetime ECL along with the gross interest income are recognised. For those
that are determined to be credit impaired, lifetime ECL along with interest incorme on a net
basis are recognised.

The Group defined significant increase in credit risk based on changes to contractual terms
and delay in payment for amount past due more than 120 days.

No expected credit loss is recognised arising from other receivables as it is negligible.
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Registration No.: 202201031781 (1477478-K)

13. ACCOUNTANTS’ REPORT (CONT’D)

Critical Holdings Berhad (202201031781 (1477478K))
Accountants’ Report
5. HISTORICAL FINANCIAL INFORMATION (continued)
5.10 Trade and other receivables (continued)

(i) Inciuded in prepayments are the following:

2023 2022
RM RM
Downpayments to the subcontractors 729,550 1,146,438
Prepaid listing expenses 863,209 160,590

(i) Information on financial risk of trade and other receivables is disclosed in Note 5.27 to the
combined financial statements.

5.11 Contract assets/(liabilities)

2023 2022 2021 2020
RM RM RM RM
Contract assets
Revenue contracts 304,700 463,901 - -
Contract Habilities
Revenue contracts (154,268) (241, 141) -

(a) Contract assets and contract liabilities represent the timing difference in revenue
recognition and milestone billings. Contract liabilities include downpayments received
from customers where the Group has collected the payment befare the services are provide

to customers.
Contract assets are transferred to receivables when the rights to econiomic beriefits
become unconditional. This ustally occurs when the Group issues billings to the customers.
Contract liabilities are recognised as revenue when performance obligations are satisfied.
There were no significant changes in the contract assets and Habilities during the financial
year.

{b)  Revenue expected to be recognised in the future relating to performance obligations that
are unsatisfied (or partially unsatisfied) at the end of the reporting period, are as follows:

2023 2022 2021 2020
RM RM RM RM
30 June 2023 - 62,540,173 - -
30 June 2024 216,205,333 20,846,724 - -
30 June 2025 39,000,000 . . -
30 June 2026 10,000,000 - - -
30 June 2027 10,000,000 - - -

{c) Impairment for contract assets that do not contain a significant financing component is
recognised based on the simplified approach using the lifetime ECL as disclosed in Note
5.10(e) to the combined financial statements.

Stamped for Na ECL is recognised arising from contract assets as it is negligible.
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Registration No.: 202201031781 (1477478-K)

13. ACCOUNTANTS’ REPORT (CONT’D)

Critical Holdings Berhad (202201031781 (1477478K)}
Accountants’ Report

5. HISTORICAL FINANCIAL INFORMATION (continued)
5.12 Cash and bank balances

2023 2022 2021 2020
RM RM RM RM
Cash and bank balances 8,107,205 5,661,967 5,697,237 3,794,657
Deposits with ticensed banks 1,600,733 1,572,166 1,544,183 623,910

9,707,938 7,234,133 7,241,420 4,418,567

For the purpose of the combined statements of cash flows, cash and cash equivalents comprise
the following as at the end of the reporting period:

2023 2022 2021 2020
RM RM RM RM

€ash and bank balances 8,107,205 5,661,967 8,697,237 3,794,657
Deposits with licensed banks 1,600,733 1,572,166 1,544,183 623,910
As per combined statements of

financial position 9,707,938 7,234,133 7,241,420 4,418,567
Less:
Deposits with licensed banks with

maturity more than three (3}

months (1,600,733)  (1,572,166) {1,544,183) (623,910)
Bank overdrafts (Note 5.15) (82,652} (187,734) {302,971} (289,173)
As per combined statements of

cash flows 8,024,553 5,474,233 5,394,266 3,505,484

{a) The effective interest rates of deposits with licensed banks of the Group ranged from 1.70%
to 1.85% (2022: 1.70% to 1.85%; 2021: 1.70% to 1,85%; 2020: 1.85% to 1.95%) per annum,

(b} During the financial year, deposits with licensed banks of the Group amounting to
RM1,600,733 (2022: RM1,572,166; 2021: RM1,544,183; 2020: RM623,910) have been
pledged to banks as securities for the credit facilities granted as disclosed in Note 5.15 to
the combined finahcial statements.

{c) The currency exposure profile of cash and bank balances is as follows:

2023 2022 2021 2020
RM RM RM RM
RM 9,448,057 7,221,080 7,228,780 4,405,213
United States Dollar 9,497 8,947 8,432 9,224
Euro 2,775 2,059 2,212 2,149
Singapore Dollar 248,109 2,047 1,996 1,981
9,707,938 7,234,133 7,241,420 4,418,567

(d) No expected credit losses were recognised arising from cash and bank balances because
the probability of default of these financial institutions is negligible.

{e} Information on financial risk 6f cash and bank balances is disclosed in Note 5.27 to the
combined financial statements.
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Registration No.: 202201031781 (1477478-K)

13. ACCOUNTANTS’ REPORT (CONT’D)

Critical Holdings Berhad (202201031787 ( 1477478}())
Accountants’ Report

5. HISTORICAL FINANCIAL INFORMATION (continued)

5.13 Invested equity

Number of
ordinary Amount
shares RM

2023
Issued and fully paid-up: with no par value:
As at 1 July 2022 1,300,000 1,300,000
Ordinary shares issued pursuant to:
- incorporation of Critical Holdings 100 100
< bonus issue of Critical Sales & Services 450,000 450,000

450,100 450,100
As at 30 June 2023 1,750,100 1,750,100
2022
Issued and fully paid-up with no par value:
As at 1 July 2021/30 June 2022 1,300,000 1,300,000
2021
Issued and fully paid-up with no par value: _
As at 1 July 2020/30 June 2021 1,300,000 1,300,000
2020
Issued and fully paid-up with no par value:
As at 1 July 2019/30 June 2020 1,300,000 1,300,000

(a) As at the end of each reporting period, the number of ordinary shares is on combined
basis.

{b) During the financial year ended 30 June 2023, the invested equity of the Group increased
from RM1,300,000. to RM1,750,100 due to the following:

(i) incorporation of Critical Holdings with issued and fully paid-up share capital of RM100
made up of 100 ordinary shares of RM1 each at cash; and

(i)) bonus share issue on the basis of three (3) new ordinary shares for every two (2)
existing ordinary shares held in Critical Sales & Services by way of capitalisation of

retained earnings,

() The common controlling shareholders of the combining entities are entitled to receive
dividends as and when declared by the Group and are entitled to one (1) vote per ordinary
share- at meetings of the Group, AU ordinary shares rank pari passu with regard to the
residual assets of the Group.
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Registration No.: 202201031781 (1477478-K)

13. ACCOUNTANTS’ REPORT (CONT’D)

Critical Holdings Berhad (202201031781 (1477478K})
Accountants’ Report

5. HISTORICAL FINANCIAL INFORMATION (continued)

5.14 Reserves

2023 2022 2021 2020
RM RM RM RM
Distributable: - ‘
Retained earnings 20,253,762 13,513,619 7,616,729 4,455,601
5.15 Borrowings
2023 2022 2021 2020
RM RM RM RM
Non-current
Secured
Term loans 2,264,637 2,822,800 2,939,711 2,581,529
Currernt
Secured »
Bank overdrafts 82,652 187,734 302,971 289,173
Banker’s acceptances 1,060,000 168,600 - -
Term (oans 90,223 123,830 128,233 28,643
1,232,875 480,164 431,204 317,816
Total barrowings
Secured
Bank overdrafts 82,652 187,734 302,971 289,173
Banker's acceptances 1,060,000 168,600 - -
Term loans 2,354,860 2,946,630 3,067,944 _ 2,610,172
3,497,512 3,302,964 3,370,915 2,899,345

(a} Borrowings are classified as financial liabilities measured at amortised cost.

(b)  Borrowings of the Group are secured by way of:
{iy  Jointly and severally guaranteed by certain Directors of the Group;

(i) A first legal charge over the freehold land and buildings of the Group as disclosed in
Notes 5.5(a), 5.7(f) and 5.22{b) to the combined financial statements;

(ili) The fixed deposits as disclosed in Note 5.12(b) to the combined financial
statements;

{(iv) Guaranteed by Syarikat Jaminan Pembiayaan Perniagaan (SJPP) Berhad.
{c} Borrowings are denominated in RM.

{d) The table below summarises the maturity profile of the borrowings of the Group at the
end of each reporting peried based on contractual undiscounted repayment obligations as

follow:
On demand One (1) to QOver
or within five (5} five (5)
one (1) year years years Total
RM RM RM RM
tgtaffjgegsfg;f 30 June 2023 1,349,125 776,763 2,617,523 4,743,411
icxen%%ca%an only 30 June 2022 594,142 951,229 2,863,223 4,408,594
30 June 2021 540,779 951,229 2,967,204 4,459,212
07 WOy 2023 30 June 2020 412,600 951,229 2,341,226 3,705,055
Penang 51
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Registration No.: 202201031781 (1477478-K)

13. ACCOUNTANTS’ REPORT (CONT’D)

Critical Holdmgs Berhad (202201031781 (1477478K))
Accountants’ Report

5. HISTORICAL FINANCIAL INFORMATION (continued)

5.15 Borrowings {continued)

{e) The following table sets out the carrying amounts, the weighted average effective interest
rates and the remaining maturities of the borrowings of the Group that are exposed to

interest rate risk:

Weighted
average
effective Within One (1) to  More than
interest one {1) five (5) five (5) _
rate year years years Total
% RM RM RM RM

2023
Floating rates
Bank overdrafts 7.85 82,652 - - 82,652
Banker’s

acceptances 4.49 1,060,000 - - 1,060,000
Term lgans 5.00 90,223 356,170 1,908,467 2,354,860
2022
Floating rates _
Bank overdrafts 6.90 187,734 - - 187,734
Banker’s

acceptances 5.40 168,600 - - 168,600
Term loans 3.67 123,830 546,687 2,276,113 2,946,630
2021
Floating rates _
Bank overdrafts 6.40 302,971 - - 302,971
Term loans 3.65 128,233 560,743 2,378,968 3,067,944
2020
Floating rates
Bank overdrafts 6.40 289,173 - - 289,173
Term loans 3.63 28,643 618,610 1,962,919 2,610,172

{(f)  The following table demonstrates the sensitivity analysis of the Group if interest rates at
the end of each reporting period changed by ten {10) basis points with all other variables

held constant;

2023 2022 2021 2020
RM RM RM RM
Profit after tax
Increase by 0.1% (1,853) {2,382) (2,562) (2,204)
Decrease by 0.1% 1,853 2,382 2,562 2,204
7 Stamped for\
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Registration No.: 202201031781 (1477478-K)

13. ACCOUNTANTS’ REPORT (CONT’D)

Critical Holdings Berhad (202201031781 (1477478K))
Accountants® Report

5. HISTORICAL FINANCIAL INFORMATION (continued)

5.16 Trade and other payables

2023 2022 2021 2020
RM RM RM RM
Trade payables
Third parties 24,324,796 || 30,314,393 11,051,293 9,989,942
Retention sum 3,879,412 || 1,378,034 - -
28,204,208 31,692,427 11,051,293 9,989,942
Other payables .
Third parties 65,999 45,365 9,982 18,995
Dividend payable - 2,000,000 - -
Amounts owing to Directors - - - 173,858
Deposits 26,000 295,450 - -
Accruals 470,626 186,803 152,701 79,087
562,625 2,527,628 162,683 271,940

Total trade and other payables 28,766,833 34,220,055 11,213,976 10,261,882

{a) Trade and other payables are classified as financial liabilities measured at amortised cost.

(b) Trade payables are non-interest bearing and the normal trade credit terms granted to the
Group range from 14 to 90 days (2022: 14 to.90 days; 2021: 14 to 90 days 2020; 14 to 90

days).

(c) The non-trade portion of amounts owing to Directors was unsecured, interest-free and
payable upon demand in cash and cash equivalents,

(d)  The currency:exposure profile of trade and other payables of the Group is as follows:

2023 2022 2021 2020
RM RM RM RM
Ringgit Malaysia 28,731,411 34,220,055 11,213,976 10,261,882
-Singapore Dollar 35,422 - - -

28,766,833 34,220,055 11,213,976 10,261,882

(e} The table below summarises the maturity profile of the trade and other payables of the
Group at the end of each reporting period based on contractual undiscounted repayment

obligations as follow:

Ondemand  One (1) to Over
or within five (5) five (5)
one (1) year years years Total
RM RM RM RM
30 June 2023 28,766,833 - - 28,766,833
30 June 2022 34,220,055 - - 34,220,055
30 June 2021 11,213,976 - - 11,213,976
30 June 2020 10,261,882 - - 10,261,882
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Registration No.: 202201031781 (1477478-K)

13. ACCOUNTANTS’ REPORT (CONT’D)

5.17

5.18
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Critical Holdings Berhad (202201031781 (1477478K))
Accountants’ Report

HISTORICAL FINANCIAL INFORMATION {continued)

Capital commitments

2023 2022 2021 2020

Capital expenditure in respect
of purchase of:

Property, plant and equipment

-Contracted hut not provided

for 513,792

Right-of-use assets

- Approved but not contracted

for - 100,431

Revenue
2023 2022 2021 2020

Revenue from contracts with
customers:

Rendering of services in
mechanical and

electfical installation and
contracting 150,940,359 107,329,659 53,701,764 43,623,114

Timing of revenue recognition:
- transferred at a point in time 16,307,790 36,710,318 24,791,908 21,749,053
- transferred over time 134,632,569 70,619,341 28,909,856 21,874,061

150,940,359 107,329,659 53,701,764 43,623,114

Revenue from contracts with customers is disaggregated in Note 5.26 to the combined financial
statements by geographical area.

Revenue in respect of the rendering of services Is recognised as and when control of the asset is
transferred to the customer and it is probable that the Group would collect the consideration to
which it will be entitled in exchange for the asset that would be transferred to the customer.
Depending on the terms of the contract, control of thé asset may transfer over time or a point
in time. Control of the asset is transferred over time if the performance of the Group creates or
enhances an asset that the customer controls as the asset is created or enhanced.

If control of the asset transfers over time, revenuye is recognised over the period of the contract
by reference to the progress towards complete satisfaction of that performance obligation using
the output method. The output method recognises revenue based on contract work certified to
date which depicts ‘the basis of direct measurements of value to the tustomers of the work
performed to date relative to the remaining work promised under the contract. Otherwise,
revenue is recognised at a point in time when the customer obtains control of the asset.

There is no significant financing component in the reverniue arising from services rendered as the
sates or services are made on thie normal credit terms not exceeding twelve (12) months.
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Registration No.: 202201031781 (1477478-K)

13. ACCOUNTANTS’ REPORT (CONT’D)

Critical Holdings Berhiad (202201031781 (1477478Kj)

Accountants’ Report
5. HISTORICAL FINANCIAL INFORMATION {(continued)
5.19 Employee benefits
2023 2022 2021 2020
M RM RM RM
Directors’ fees _ 110,000 - - -
Wages, salaries and bonuses 3,833,060 3,007,410 2,153,114 1,902,696
Contributions to defined v
contribution plan 541,796 416,226 303,452 261,592
Social security contributions 38,831 25,042 20,133 15,624
Employment insurance system
‘contributions 4,447 2,864 2,228 1,800

4,528,134 3,451,542 2,478,927 2,181,712

Iincluded in the employee bénefits of the Group are Directors’ remuneration as follows:

2023 2022 2021 2020
RM RM RM RM
Directors’ fees 110,000 - - -
Salaries and other emoluments 787,600 642,000 511,500 496,800
Contributions to defined _
contribution plan 147,504 120,900 83,055 94,392
Social security contributions 2,587 1,961 1,784 1,657
Employment insurance system )
contributions 296 225 205 190
1,047,987 765,086 596,544 593,039
Estimated monetary value of benefits-in-kind provided to the Directors of the Group are as
follows:
2023 2022 2021 2020
RM RM RM RM
Benefits-in-kind to the Directors 68,636 62,009 71,142 39,337

[THE REST OF THIS PAGE IS INTENTIONALLY LEFT BLANK]
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13. ACCOUNTANTS’ REPORT (CONT’D)

5.20

5.21
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Critical Holdings Berhad (202201031781 (1477478K))
Accountants’ Report

HISTORICAL FINANCIAL INFORMATION (continued)

Finance costs

2023 2022 2021 2020
RM RM RM RM
Interest expenses on:
- bank overdrafts 3,057 7,431 11,840 11,998
- banker’s acceptances 28,033 608 - -
- bank guarantees 175,046 91,770 - -
- lease liabilities 59,482 42,233 39,128 18,765
- term loans 105, 856 105,865 99,043 94,814
371,474 247,907 150,011 125,577
Tax expense
2023 2022 202% 2020
RM RM RM RM
The major companents of the tax
experse are;
Current tax expense based on _
profit for the financial years 3,558,000 2,678,000 1,417,900 908,800
Under/(Over)provision of tax
expense in prior years 24,758 29,410 (148,465) 36,912
3,582,758 2,647,410 1,269,435 945,712
Deferred tax expense {Note
5.8(a))
Relating to origination ard
reversal of temporary _ _
differences 32,800 (33,800) 34,800 (37,700}
Overprovision of deferred tax in v
prior years {12,800 (71,400) -
20,000 (105,200) 34,800 {37,700y
3,602,758 2,542,210 1,304,235 908,012

Malaysian income tax is calculated at the statutory tax rate of twenty-four percent (24%) (2022:
'24%; 2021: 24%, 2020: 24%) of the estimated taxable profits for the fiscal years.

[THE REST OF THIS PAGE IS INTENTIONALLY LEFT BLANK]
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Registration No.: 202201031781 (1477478-K)

13. ACCOUNTANTS’ REPORT (CONT’D)

Critical Holdings Berhod (202201031781 (1477478K))
Accouritants’ Report

5. HISTORICAL FINANCIAL INFORMATION (continued)

5,21 Tax expense (continued)

The numerical reconciliation between the tax expense and the product of accounting profit
multiplied by the applicable tax rates are as follows:

2023 2022 2021 2020
RM RM RM RM

Profit before tax 13,192,901 10,439,100 6,065,363 3,550,081
Tax at Malaysian statutory tax rate _

of 24% 3,166,300 2,505,400 1,455,700 852,000
Tax effects in respect of:
- Non-allowable expenses 540,600 163,800 101,194 107,476
- [ncome not subject to tax {74,100} (43,000) (20,194) (4,376)
Different tax.rate for the first

RM600,000 of chargeable income (42,000} {42,000) (84,000) (84,000)
Under/ (Over)provision of tax

expense in prior years 24,758 29,410 (148,465} 36,912
Overprovision of deferred tax in '

prior years {12,800) (71,400) - -

3,602,758 2,542,210 1,304,235 908,012

[THE REST OF THIS PAGE IS INTENTIONALLY LEFT BLANK]
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Registration No.: 202201031781 (1477478-K)

13. ACCOUNTANTS’ REPORT (CONT’D)

Critical Holdings Berhad (202201031781 (1477478K))
Accountants' Report

5. HISTORICAL FINANCIAL INFORMATION {continued)

5.22 Non-current asset held for sale

2022
RM
Cost 1,006,553
Less: Accurnulated depreciation (301,964)

Carrying amount 704,589

{a) Management reclassified the office building as non-current asset held for sale in
accordance with the requirements of MFRS 5 Non-Current Assets Held for Sale and
Discontinued Operations as the Group has entered into a sale-and purchase agreemerit
with certain Directors of the Group to dispose the office building during the financial year
ended 30 June 2022 for a consideration of RM998,000.

As-at.30 June 2022, a total deposit of RM269,460 have been received by the Group and the
disposal is in progress. The disposal has been completed during the financial year ended

30 June 2023,

(b) As at 30 June 2022, non-current asset held for sale of the Group has been charged as
securities for bank borrowings as referred to in Note 5.15 to the combined financial

statements.

5.23 Dividends

Gross Amount
dividend of dividend
per share net of tax

RM RM

2023
In respect of financial year ended 30 June 2023;

Single tier dividend 2.40 2,400,000
2022
In respect of financial year ended 30 June 2022:

Single tier dividend 2.00 2,000,000
2021
In respect of financial year ended 30 June 2021:

Single tier interim dividend 1.60 1,600,000
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Registration No.: 202201031781 (1477478-K)

13. ACCOUNTANTS’ REPORT (CONT’D)

5.

Critical Holdings Berhad (202201031781 (1477478K))
Accountants’ Report

HISTORICAL FINANCIAL INFORMATION {continued)

5.24 Earnings per share
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Basic.

Basic earnings per share for the financial years are calculated by dividing the profit for the
financial years attributable to common controlling shareholders of the combining entities
by the expected number of ordinary shares of the Company upan completion of the Listing.

2023 2022 2021 2020

Profit attributable to the
common controlling

shareholders of the
combining entities (RM} 9,590,143 7,896,890 4,761,128 2,642,069

Expected number of
ordinary shares upon

completion of the
Listing (unit) 371,739,000 371,739,000 371,739,000 371,739,000

Basic earnings per share
{sen) 2.58 2.12 1.28 Q.71

Diluted

Diluted earnings per share equals basic earnings per share because there are no potentially
dilutive instruments in existence as at the end of each reporting period.

[THE REST OF THIS PAGE IS INTENTIONALLY { EFT BLANK]

59

291



Registration No.: 202201031781 (1477478-K)

13. ACCOUNTANTS’ REPORT (CONT’D)

Critical Holdings Berhad (2022010317871 (1477478K))
Accountants’ Report

5. HISTORICAL FINANCIAL INFORMATION (contiriued)
5.25 Related party disclosures

(a) Identities of related parties

Parties are considered to be related to 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 decisions,. or vice versa, or where the Group and the party are
subject to common control or common significant influence. Related parties could be
individuals or other entities.

Related parties of the Group include:

(i) Combining entities as disclosed in Note 5.29 to the combined financial statements;

(i) Key management personnel, which is defined as those persons having the authority
and responsibility for planning, directing and controlling the activities of the Group
either directly or indirectly. The key management personnel include the Directors
of the Group; and

(iii) Companies in which Directors of the Group have significant financial and controlling
interests.

{b) In addition to the transactions and balances detailed elsewhere in the financial
statements, the Group had the following material transactions with related parties during
the financial years:

2023 2022 2021 2020
RM RM RM RM
Transaction with a related
party:
- Rendering of services - - 8,200 7,000

Transaction with Directors:
- Lease payments to Directors - 59,200 55,200 -
- Disposal of nen-current

asset held for sale to

Directors 998,000 - -

The related party transactions described above were carried out on negotiated terms and
conditions and mutually agreed with the related parties.

Balances with related parties at the end of each reporting period are disclosed in Notes
5.10 and 5.16 to the combined financial statements,

{c) Compensation of key management personnel

The total compensation of Directors during the reporting period is disclosed in Note 5.19
to the combined financial statements.
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13. ACCOUNTANTS’ REPORT (CONT’D)

5.26
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Critical Holdings Berhad (202201031781 ( 1477478K))
Accountants” Report

HISTORICAL FINANCIAL INFORMATION (continued)

Operating segments

The Company is principally involved in investment holding. Through its combining entities, the
Group is principally involved in the design and build, project management, supply, installation,
testing, commissioning, maintenance and services support of mechanical, electrical and process
utilities (“MEP™) systems and equipment for critical facilities.

For management purposes, the Group is organised into business units based on its products and
services. The reportable segments of the Group are as follows:

{a)  MEP engineering solutions; and
(b} MEP maintenance and services.

Management monitors the operating results of its business units separately for the purpose of
making decisions about resource allocation and performance assessment.

The accounting policies of operating segments are the same as those described in Note 3.18 to
the combined financial statements.

Inter-segment revenue is priced along the same lines as sales to external customers and is
eliminated in the financial statements. These policies have been applied consistently throughout

the repaorting periods.

Assets, liabilities and expenses which are common and cannot be meaningfully allocated to the
operating segments are presented under unallocated items. Segment assets and liabilities
represent inventories, contract assets and contract liabilities.

[THE REST OF THIS PAGE IS INTENTIONALLY LEFT BLANK]
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Registration No.: 202201031781 (1477478-K)

13. ACCOUNTANTS’ REPORT (CONT’D)

Critical Holdings Berhad (202201031781 (1477478K})
Accountants’ Report
5. HISTORICAL FINANCIAL INFORMATION (continued)
5.26 Operating segments {continued)
(a} Geographical information
Segment revenue is based on geographical location of customers of the Group.
Segment assets are based on the geographical location of the assets of the Group. All

segment assets of the Group are derived from Mataysia. Hence, no additional disclosure is
made on the related geographical breakdowr.

2023 2022 2021 2020
Segment revenue RM RM RM RM
Malaysia 149,168,005 107,329,659 53,701,764 43,623,114
Singapore 1,358,566 - - -
Thailand 413,788

150,940,359 107,329,659 53,701,764 43,623,114

(b} Major customers

The following are’'major customers with revenue equal or more than ten percent (10%) of
revenue of the Group:

2023 2022 2021 2020
RM RM RM RM

Tialoc Malaysia Sdn. Bhd. 33,525,540 22,466,398 9,152,093 7,422,758
Customer-C 16,720,880 11,828,157 4,172,535  2,590,373*
Customer E 16,515,715 1,025,990* 177,298*  1,695,501*
Customer D 8,852,044* 13,599,559 1,900,044*  1,604,461*
Rimbaco 5dn, Bhd. 3,439,982* 13,916,002 - -
Kok Construction (M)

Sdn. Bhd. 485,334 8,963,853* 12,062,806 4,448,376

99,539,495 71,799,959 27,464,776 17,761,469

* Less than 10%

5.27 Capital and financial risk management
(a) Capital management

The primary objective of the capital management of the Group is to ensure that the Group
would be able to continue as a going concern whilst maximising return to shareholders
through the optimisation of the debt and equity ratios. The overall strategy of the Group
remains unchanged throughout the reporting periods.

The Group manages its capital structure and makes adjustments to it in response to
changes in economic conditions. In order to maintain or adjust the capital structure, the
Group may adjust the dividend payment to shareholders, retumn capital to shareholders or
issye new shares. No changes were made in the objectives, policies or processes
throughout the reporting periods.
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Registration No.: 202201031781 (1477478-K)

13. ACCOUNTANTS’ REPORT (CONT’D)

Critical Holdings Berhad (2022071031781 (1477478K))
: Accountants’ Report

5. HISTORICAL FINANCIAL INFORMATION {continued)
5.27 Capital and financial risk management (continued)
(a) Capital management (continued)
The Group monitors capital using a gearing ratio, which is net debt divided by total capital
plus net debt. The Group includes within net debt, borrowings and lease liabilities, less

cash and bank balances. Capital represents equity attributable to common controlling
sharehglders of the combining entities.

A detailed calculation of the gearing ratio are as follows:

2023 2022 2021 2020
RM RM RM RM
Borrowings 3,497,512 3,302,964 3,370,915 2,899,345
Lease liabilities 1,301,088 1,186,470 787,336 978,403
4,798,600 4,489,434 4,158,251 3,877,748
Less: Cash and bank
balances {9,707,938) (7,234,133) (7,241,420) (4,418,567}
Net cash (4,909,338) (2,744,699) (3,083,169) {540,819)

No gearing ratio is presented as the Group is in net cash position.
The Group is not subject to any externally imposed capital requiremenits.

{b)  Financial risk management

The financial risk management objective of the Group is to optimise value creation for
shareholders whilst minimising the potential adverse impact arising from fluctuations in
foreign currency exchange and interest rates and the unpredictability of the financial
markets.

The Group is exposed mainly to credit risk, liquidity and cash flow risk and interest rate
risk. Information on the management of the related exposures is detailed below.

()  Credit risk

Exposure to credit risk arises mainly from. sales made on credit terms and deposits
with licensed banks, which reguires the loss to be recognised if a counter party fails
to perform as contracted. The Group controls the credit risk on sales by ensuring
that its customers have sound financial position and credit history. The Group also
seeks to invest cash assets safely and profitably with approved financial institutions
in line with the policy of the Group.

Exposure to credit risk

At the end of each reporting period, the maximum exposure to credit risk of the
Group is represented by the carrying amount of each class of financial assets
recognised in the combined statements of financial pesition.

Credit risk concentration profile

At the end of each reporting period, approximately 56% (2022: 64%; 2021: 51%; 2020:
30%) of the trade receivables of the Group were due from twa (2) {2022: three (3);
2021: three (3), 2020: two (2)) major customers who are involve in construction
and semiconductor industries located in Mataysia.
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Registration No.: 202201031781 (1477478-K)

13. ACCOUNTANTS’ REPORT (CONT’D)

Critical Holdings Berhad (202201031781 (1477478K))
Accauntants’ Report

5. HISTORICAL FINANCIAL INFORMATION (continued)
5.27 Capital and financial risk management {continued)
(b} Financial risk management (continued)

{ii) Liquidity and cash flow risks

Liquidity and cash flow risk is the risk that the Group will encounter difficulty in
meeting its financial obligation due to shortage of funds. The exposure of the Group
to liquidity and cash flow risk arises primarily from mismatches of maturities of
financial assets and financial liabilities.

The Group actively manages its debt maturity profile, operating cash flows and the
availability of funding so as to ensure that all operating, investing and financing
needs are met, In executing its liquidity risk management strategy, the Group
measures and forecasts its cash commitments and maintains a level.of cash and cash
equivalents deemed adequate to finance the activities of the Group. In addition, the
Group strives to maintain available banking facilities at a reasonable level to meet

its business needs.

The analysis of financial instruments By remaining contractual maturities based on
undiscounted repayment obligation has been disclosed in Notes 5.6(f), 5.15{d) and
5.16(e} to the combined financial statements.

(iii) Interest rate risk

Interest rate risk is the risk that the fair value ar future cash flows of the financial
instruments of the Group would fluctuate because of changes in market interest

rates.

The exposure of the Group to interest rate risk arises primarily from its borrowings.
Bank borrowings at floating rates expose the Group te cash flow interest rate risk.

The interest rate profile and sensitivity analysis of interest rate risk have been
disclosed in Notes 5.6(e), 5.15(e) and 5.15(f) to the combined financial statements.

5.28 Contingent liabilities

2023 2022 2021 2020
RM RM RM RM
Guarantees given to third parties
in respect of performance bonds _
of the combining entities 9,276,569 1,997,250 849,643

The Group designates guarantees as insurance contracts as defined in MFRS 4 Insurance Contracts.
At the end of each reporting period, the Group assesses whether its recognised insurance
liabilities, if arty, are adequate, using current estimates of future cash flows under its insurance

contracts. If this assessment shows that the carrying amount of the insurance liabilities is
inadequate, the entire deficiency shall be recognised in profit or loss.

Recognised insurance liabilities, if any, are only removed from the statement of financial position
whien, and only when, it is extinguished via a discharge, cancellation or expiration.

The determination of treatment of contingent ljabilities is based on the view of management of
the expected outcome of the contingericies for matters in the ordinary course of the business.
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Registration No.: 202201031781 (1477478-K)

13. ACCOUNTANTS’ REPORT (CONT’D)

Critical Holdings Berhad (202201031781 (1477478K])
Accountants’ Report
5. HISTORICAL FINANCIAL INFORMATION (continued)

5.29  List of combining entities

Effective interest in

equity held Principal activities
2023 2022 2021 202
% % % %

Critical M & E 100 100 100 100 Design and build, project
Engineering Sdn. management, supply,
Bhd. installation, testing,

commissioning,

maintenance and services
support of MEP systems
and equipment for critical

facilities.
Criticat Sales & 100 100 100 100 Design and build, project
Services Sdn. Bhd. rhanagement, supply,
installation, testing,
commissioning,

maintenance and services
support of MEP sysiems
and equipment for criticat
facilities.

The country of incorporation and principal place of business of the above entities is in Malaysia.

[THE REST OF THIS PAGE IS INTENTIONALLY LEFT BLANK]
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Registration No.: 202201031781 (1477478-K)

13. ACCOUNTANTS’ REPORT (CONT’D)

5,

Critical Holdings Berhad (202201031781 (1477478K))
Accountants’ Report

HISTORICAL FINANCIAL INFORMATION (continued)

5.30 Significant event during and subsequent to the financial years:
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(a)

(b)

The World Health Organisation declared the 2019 Novel Corohavirus infection (“COVID-19")
a global pandemic on 11 March 2020. The Government of Malaysia imposed the Movement
Control Order ("MCO”) on 18 March 2020 and has entered into the various phases of the
MCO, foltowed by the anncuncement of the National Recovery Plan (“NRPF”) in June 2021,
which details-a roadmap to control the COVID-19 pandemic while progressively reopening
society and the economic sectors towards the new normal urider four progressive phases:
Subsequently, in March 2022, the Government of Malaysia announced that Malaysia will enter
the "Transition to Endemic” phase of COVID-19 and reopen its borders from 1 April 2022.

Consequently, effective from 1 April 2022, the restrictions on business.operating hours and
the capacity limit imposed on the number of employees allowed in the workplace based on
the employees’ vaccination status are removed.

The implementation of the MCO/NRP and the COVID-19 pandemic have net resulted in any
material impact to the Group's business and operations. Except for a short peried of time
during thé initial stage of the MCO, thié Group was able to operate during the MCO/NRP
period, upon obtaining the relevant approvals from Ministry of Investment, Trade and
Industry of Malaysia. It had also not negatively impacted the liquidity position of the Group.
In addition, the Group had not observed any materigl impairments of the assets or a
significant change in the fair value of assets due to the COVID-19 pandemic.

On 2 August 2021, Critical Sales & Services had vide a letter of demand claimied from a trade
receivable, Jaya Sarana Engineering 5dn. Bhd. (“the Defendant”) for a sum of RM872,876
with an appropriate interest at the rate of 8% per annum from the date of the letter of
demand, being the outstanding suni for works done for a project within 14 days of the date
of the letter of demand. The Defendant has failed to settle the claimed sum in the letter of

demand within the stipulated period.

On 20 September 2021, Critical Sales & Services has commenced a legal action and claiming
for the sum, interest chargeable from the date of the letter of demand, costs and other
reliefs the Court deems fit.

On 7 August 2023, the Defendant and Critical Sales & Services have entered into a Sale and
Purchase Agreement to settle the outstanding balances by way of contract of a property and
cash payment of RM20,000 which has been paid by the Defendant upon execution of the Sale
and Purchase Agreement.

On 18 October 2023, the case has been withdrawn. As at the date of the approval of the
combined financial statements, the Defendant has settled the cash payment of RM20,000

and the transfer of property was completed.

During the financial year ended 30 June 2023, an impairment loss amounted to RM246,378
has been recognised on the portion of amount owing by the Defendant whereby the
management: deemed recoverability is in doubt after taking inte consideration the
settlement through property and cash as mentioned above.
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Registration No.: 202201031781 (1477478-K)

13.

ACCOUNTANTS’ REPORT (CONT’D)

5.

Critical Holdings Berhad (202201031781 {1477478K))
Accountants’ Report

HISTORICAL FINANCIAL INFORMATION {continued)

5.30 Significant event during and subsequent to the financial years {continued)
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(d)

On 15 September 2022, the Company had entered into a conditional share sale agreement
{as supplemented via supplemental letter dated 14 March 2023} with Ir, Tan S Lim and Ir,
Chow Chin Seang to acquire the entire issued share capital of Critical M&E of RM1,000,000
comprising 1,000,000 ordinary shares for a total consideration of RM10,329,495 (*Acquisition
of Critical M&E"). The Acquisition of Critical M&EE was wholly satisfied via the issuance of
206,589,900 new ordinary shares of the Company at an issug price of RM0.05 per share.

Upon completion of the Acquisition of Critical M&E on 30 October 2023, Critical M&E became
a wholly-owned subsidiary of the Company.

On 15 September 2022 and 18 October 2027, the Company had entered into a conditional
share sale agreement and a supplemental conditional share sale agreement (as
supplemented via supplemental letter dated 14 March 2023) with Ir. Tan Si Lim and Ir. Chow
Chin Seang to acquire the entire issued share capital of Critical Sales & Services of
RM750,000 comprising 750,000 ordinary shares for a total consideration of RM4,540,050
(“Acquisition of Critical Sales & Services”), The Acquisition of Critical Sales & Services was
wholly satisfied via the issuance of 90,801,000 new ordinary shares of the Company at an
issue price of RM0.05 per share.

Upon completion of the Acquisition of Critical Sales & Services on 30 O¢tober 2023, Critical
Sales & Services became a wholly-owned subsidiary of the Company.

[THE REST OF THIS PAGE IS INTENTIONALLY LEFT BLANK]
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Registration No.: 202201031781 (1477478-K)

13. ACCOUNTANTS’ REPORT (CONT’D)

Critical Holdings Berhad (202201031781 (1477478K))
Accountants”® Report

5. HISTORICAL FINANCIAL INFORMATION (continued)
5.31 Adoption of new MFRSs arid amendments to MFRSs

5.31.1 New MFRSs adopted during the financial years

The Group adopted the following Standards of the MFRS Framework that were issued by the
Malaysian Acrounting Standards Board (“MASB") during the financial year ended 30 June 2023:
Title Effactive Date
Annual impirovements to MFRS Standaids 2018 - 2020 1 January 2022
Amendments to MFRS. 3 Reference to the Conceptual Framework 1 January 2022
Amendments to MFRS 116 Property; Plant and Equipment -
Proceeds before Intended Use
Amendments to MFRS 137 Onerous Contract - Cost of Fulfilling
a Contract

1 January 2022
1 January 2022

Adoption of the aboye Standards did not have any material effect on the financial performance
or position of the Group.

5.31.2 New MFRSs that have been issued, but only effective for annual periods beginning on or after
1 January 2023

The following are Standards of the MFRS Framework that have been issued by the MASB but have
not been early adopted by the Group:

Title Effective Date

MFRS 17 Insurance Contracts 1 January 2023
Amendment to MFRS 17 Initial Applicatian of MFRS 17 and
MFRS 9 - Cornparative Information 1 January 2023
Amendments to MFRS: 108 Definitian of Accounting Estimates 1 January 2023
Amendments to MFRS 112 Deferred tax related'to Assets and Liabilities
arising from a Single Transaction 1 January 2023
Amendments to MFRS 101 Disclosure of Accounting Policies 1. January 2023
Amendments to MFRS 16 Lease Liability in a Sale and Leaseback 1 January 2024
Amendments ta MFRS 101 Classification of Liabilities as

Current or Non-current 1 January 2024

Amendments to MFRS 101 Non-current Liabilities with Covenants 1 January 2024
Amendments to MFRS 107 and MFRS 7 Suppliér Finance Arrangements 1 January 2024
Amendments ta MFRS 121 Lack of Exchangeability 1 January 2025
Amendments to MFRS 172 International Tax Reform - Pillar Two Model Sea MFRS 112
Rules _ Paragraph 98m
Amendments to MFRS 10 and MFRS 128 Sale or contribution of
Assets between an Investor and its Associate or Joint Venture Deferred

The Group is in the process of assessing the impact of implementing these Standards and
Amendments to the Standards, since the effects would only be observable for the future financial

years,
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Registration No.: 202201031781 (1477478-K)

13. ACCOUNTANTS’ REPORT (CONT’D)

Critical Holdings Berhad (202201031781 (1477478K)}
Accountants’ Report

STATEMENT BY DIRECTORS

We, Ir. Tan Si Lim and Ir. Chow Chin Seang, being the Directors of Critical Holdings Berhad (the
“Company”), state that, in the opinion of the Directors, the combined financial statements set out on
pages 1 to 76 are drawn up so as to give a true and fair view of the financial position of the
Company and its combining entities (the “Group”) as at 30 June 2020, 30 June 2021, 30 June 2022 and
30 June 2023 and of the financial performance and cash flows of the Group for the financial years ended
30 June 2020, 30 June 2021, 30 June 2022 and 30 June 2023 in accordance with Malaysian Financial
Reporting Standards, International Financial Reporting Standards and Chapter 10, Part [l Division 1: Equity
of the Prospectus.Guidelines issued by the Securities Commission Malaysia.

Signed on behalf of the Board of Directors in accardance with a resolution dated § 7 NOV 2023

S

Ir. Chow Chin Seang
Director
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Registration No.: 202201031781 (1477478-K)

14,

ADDITIONAL INFORMATION

14.1

14.1.1

EXTRACT OF OUR CONSTITUTION

The following provisions are extracted from our Constitution which complies with the Listing
Requirements, the Act and the Rules of Bursa Depository.

The words and expressions appearing in the following provisions shall bear the same meanings
used in our Constitution unless they are otherwise defined herein or the context otherwise
requires:

Remuneration, voting and borrowing powers of Directors

U]

Directors’ remuneration

Clause 84 — Remuneration of A Managing Director or an Executive Director

“A Managing Director or an Executive Director shall, subject to the terms of any
agreement entered into in any particular case, receive such remuneration (whether by
way of salary, bonus, commission, or participation in profits, or partly in one way and
partly in another and other benefits) as the Board of Directors may determine.”

Clause 89 — Remuneration of Alternate Director

“89.

An Alternate Director:

(1)

2)

has no entitlement to receive remuneration from the Company and any
fee paid by the Company to the Altemate Director shall be deducted
from the Appointer's remuneration; and

is entitled to be reimbursed for all the travelling and other expenses
properly incurred by him in attending the Board Meetings on behalf of
the Appointer from the Company.”

Clause 93 — Remuneration of Directors

“93.

(1)

)

()

The Company may from time to time by an ordinary resolution passed
at a General Meeting, approve the remuneration of the Directors, who
hold non-executive office with the Company, for their services as non-
executive Directors.

Subject to Clause 84, the fees of the Directors and any benefits payable
to the Directors shall be subject to annual shareholders’ approval at a
General Meeting.

If the fee of each such non-executive Director is not specifically fixed by
the Members, then the quantum of fees to be paid to each non-executive
Director within the overall limits fixed by the Members, shall be decided
by resolution of the Board. In default of any decision being made in this
respect by the Board, the fees payable to the non-executive Directors
shall be divided equally amongst themselves and such a Director
holding office for only part of a year shall be entitled to a proportionate
part of a full year's fees. The non-executive Directors shall be paid by a
fixed sum and not by a commission on or percentage of profits or
turnover.
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14. ADDITIONAL INFORMATION (CONT’D)

(4) The following expenses shall be determined by the Directors:

(@) Travelling, hotel and other expenses properly incurred by the
Directors in attending and returning from meetings of the Directors
or any committee of the Directors or General Meetings of the
Company or in connection with the business of the Company; and

(b) Other expenses properly incurred by the Directors arising from
the requirements imposed by the authorities to enable the
Directors to effectively discharge their duties.

(6) The Managing Director and Executive Directors of the Company shall
be remunerated in the manner referred to in Clause 84 but such
remuneration shall not include a commission on or percentage of
tumover. Salaries payable to a Managing Director and/or Executive
Director shall not include a commission on or percentage of turnover.”

(ii) Voting and borrowing powers of Directors

Clause 95 — Borrowings

“95.  Without limiting the generality of Clause 94(1) and (2), the Directors may, subject
to the Act and the Listing Requirements, exercise all the powers of the Company
to do all or any of the following for any debt, liability, or obligation of the Company
or of any third party:

(1)  borrow money;

(2) mortgage or charge its undertaking, property, and uncalled capital, or any
part of the undertaking, property and uncalled capital;

(38) issue debentures and other Securities whether outright or as security,
and/or

(4) (a) lend and advance money or give credit to any person or company;

(b) guarantee and give guarantees or indemnities for the payment of
money or the performance of contracts or obligations by any person
or company;

(¢) secure or undertake in any way the repayment of moneys lent or
advanced to or the liabilities incurred by any person or company;

and otherwise to assist any person or company.”
Clause 105 — Directors’ Interest in Contracts

“105. (a) A Director shall not vote in regard to any contract or proposed contract
or arrangement in which he has, directly or indirectly, an interest.

(b) Every Director shall observe the provisions of Sections 221 and 222 of
the Act relating to the disclosure of the interest of the Directors in
contracts or proposed confracts with the Company or of any office or
property held by the Directors which might create duties or interest in
conflict with their duties or interest as Directors and participation in
discussion and voting. Such disclosure of material personal interest by
the Directors shall be in the form of a notice. Such notice shall be in the
form and manner prescribed under Section 221 of the Act.”

. R
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14, ADDITIONAL INFORMATION (CONT’D)

(iii) Changes in share capital, rights, preferences and restrictions attached to each
class of securities relating to voting, dividend, liquidation and any special rights

Clause 8 — Variation of Rights

“8. (1) If atany time the share capital is divided into different classes of shares,
the rights attached to each class of shares (unless otherwise provided
by the terms of issue of the shares of that class) may only, whether or
not the Company is being wound up, be varied:

(a) with the consent in writing of the holders holding not less than
seventy-five percent (75%) of the total voting rights of the holders
of that class of shares; or

(b) by a special resolution passed by a separate meeting of the
holders of that class of shares sanctioning the variation.

(2) The provisions of this Constitution relating to General Meetings apply
with the necessary modifications to every separate meeting of the
holders of the shares of the class referred to in Clause 8(1), except that:

(@) for a meeting other than an adjourned meeting, a quorum is
constituted by two (2) persons present holding at least one-third
(1/3) of the number of issued shares of such class, excluding any
shares of that class held as treasury shares;

(b) if that class of shares only has one (1) holder, a quorum is
constituted by one (1) person present holding shares of such
class; and

(c) for an adjourned meeting, a quorum is constituted by one (1)
person present holding share(s) of such class.

(3) The rights attached to an existing class of preference shares shall be
deemed to be varied by the issue of new preference shares that rank

equally with the existing class of preference shares unless such
issuance was authorised by:

(@) the terms of the issue of the existing preference shares; or

(b) this Constitution of the Company as in force at the time when the
existing preference shares were issued.”

Clause 12 — Issue of Securities

“12. (1) Without prejudice to any special rights previously conferred on the
holders of any existing shares or class of shares but subject always to
the Act, the Listing Requirements and this Constitution, the Directors
have the right to:

(a) issue and allot shares in the Company; and

(b) grant rights to subscribe for shares or options over unissued
shares in the Company.

_— s
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14. ADDITIONAL INFORMATION (CONT'D)

(2) Subject to the Act, the Listing Requirements, this Constitution and the
relevant Shareholders’ approval being obtained, the Directors may
issue any shares (including rights or options over subscription of such
shares):

(@

(b)

(©)
(d)

(e)

(f)

(9)

(3) (a)

(b)

(©)

with such preferred, deferred, or other special rights or such
restrictions, whether with regard to dividend, voting, return of
capital, or otherwise, as the Directors may determine;

to any person, whether a Member or not, in such numbers or
proportions as the Directors may determine; and

for such consideration as the Directors may determine.

No shares issued having the effect of transferring controlling
interest in the Company without prior approval of members in
general meeting,

In the case of shares other than ordinary shares, no special rights
to be attached until the same have been expressed in the
constitution,

Approval by members shall specify details of the amount of
shares of options to be issued to employees/directors and a
director not holding office in an executive capacity may so
participate in an issue of shares pursuant to a public offer or
public issue

Company must allot and issue securities, despatch notice of
allotment to the alloftees and make an application for the
quotation of such securities within such periods as may be
prescribed by the Exchange.

Subject to the Act, the Listing Requirements and any direction to
the contrary that may be given by the Company in General
Meeting, all new shares or other convertible securities shall,
before issue, 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 that 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 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 share or
security which (by reason of the ratio which the new shares or
securities bear to shares or securities held by persons entitied to
an offer of new shares or securities) cannot, in the opinion of the
Directors, be conveniently offered under this Constitution.
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14,

ADDITIONAL INFORMATION (CONT’D)

(4)

) (a

(b)

(c)

(6)

Subject to the Listing Requirements and notwithstanding the
existence of a resolution pursuant to Sections 75(1) and 76(1) of
the Act, the Company must not issue any shares or convertible
securities if the total number of those shares or convertible
securities, when aggregated with the total number of any such
shares or convertible securities issued during the preceding
twelve (12) months, exceeds ten percent (10%) of the total
number of issued shares (excluding treasury shares) of the
Company except where the shares or convertible securities are
issued with the prior shareholder approval in a General Meeting
of the precise terms and conditions of the issue.

The Company may pay commission (including brokerage) subject
to the following:

(i) the commission shall not exceed the rate of ten
percent (10%) of the price at which the shares in
respect whereof the same is paid are issued; or

(i) the commission shall not exceed an amount equal to
ten percent (10%) of that price,

whichever is lesser;

The rate of commission shall be disclosed in the manner
prescribed in the Act; and

The said commission may be satisfied by payment in cash or
shares (fully or partly paid shares) or partly in one way and partly
in the other. For the purpose of Clause 12(5), commission
includes brokerage and the rates referred to in Clause 12(5)(a)
shall not apply to brokerage.

Subject to Section 130 of the Act, where any shares of the
Company are issued for the purpose of raising money to defray
the expenses of the construction of any works or buildings or the
provision of any plant which cannot be made profitable for a long
period, the Company may pay interest or returns on the amount
of such share capital as is for the time being paid up and charge
the interest or returns paid to share capital as part of the cost of
construction of the works, buildings or the provision of any plant.”

Clause 46 — Alteration of capital

“46. (1) The Company may from time to time by ordinary resolution and subject
to other applicable laws or requirements:

(@)

(b)

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; or

subdivide its shares or any of them into shares, whichever is in
the subdivision; 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.
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(iv)

(2) The Company may from time to time by special resolution and subject
to other applicable requirements:

(a) cancel shares which, at the date of the passing of the resolution
in that regard, 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 cancelied or in
such other manner allowed by law; or

(b) reduce its share capital in such manner permitted by law, and
(where applicable) subject to the relevant required approvals
being obtained.

(3) The Company shall have the power, subject to and in accordance with
the provisions of the Act, the Listing Requirements and any rules,
regulations and guidelines in respect thereof for the time being in force,
to purchase its own shares and thereafter to deal with the shares
purchased in accordance with the provisions of the Act, the Listing
Requirements and any rules, regulations and guidelines thereunder or
issued by Bursa Securities and any other relevant authorities in respect
thereof.”

Transfer of securities

Clause 14 — Transfer of securities

“The transfer of any Deposited Security or class of Deposited Security of the Company,
shall be by way of book entry by the Depository in accordance with the Rules and,
notwithstanding Sections 105, 106 or 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 preciuded from registering and effecting any transfer of
the Listed Deposited Securities.”

14.2 SHARE CAPITAL

(i)

(ii)

(iii)

(iv)

(v)

Save as disclosed in this Prospectus, no securities will be allotted or issued on the
basis of this Prospectus after 6 months from the issuance date of this Prospectus.

There are no special rights attached to our Shares. As at the date of this Prospectus,
we only have 1 class of shares in our Company, namely ordinary shares, all of which
rank equally with one another.

The share capital of our Group as at the LPD and changes in their respective share
capital for the FYE Under Review and up to the LPD are as set out in Sections 6.3 and
6.4 of this Prospectus.

Save for the new Shares issued pursuant to the Acquisitions as disclosed in Section
6.2 of this Prospectus, no shares, debentures, outstanding warrants, options,
convertible securities or uncalled capital of our Group have been issued or proposed
to be issued as fully or partly paid-up, in cash or otherwise than in cash, within the 3
years preceding the LPD.

None of the share capital of our Company or any of our Subsidiaries is under option,
or agreed conditionally or unconditionally to be put under option, as at the date of this
Prospectus.
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14.4

14.5

14.6

(i) Save for the Issue Shares reserved for application by the Eligible Persons as disclosed
in Section 4.3.1(ii) of this Prospectus, currently there is no other scheme involving our
Directors and employees in the share capital of our Company or Subsidiaries, as at the
date of this Prospectus.

(vii) As at the date of this Prospectus, our Group does not have any outstanding warrants,
options, convertible securities and uncalled capital.

LIMITATION ON THE RIGHT TO OWN SECURITIES AND/OR EXERCISE VOTING RIGHTS

Subject to Section 14.4 below, there is no limitation on the right to own our Shares including
limitation on the right of non-residents or foreign shareholders to hold or exercise voting rights
on our Shares imposed by law or by our Constitution.

DEPOSITED SECURITIES AND RIGHTS OF DEPOSITORS

As our Shares are proposed for the quotation on the Official List of ACE Market, such Shares
must be prescribed as shares required to be deposited with Bursa Depository. Upon such
prescription, holders of our Shares must deposit their Shares with Bursa Depository on or
before the date fixed, failing which our Share Registrar will be required to transfer the Shares
to the MOF and such Shares may not be traded on Bursa Securities.

Dealing in Shares deposited with Bursa Depository may only be effected by a person having a
securities account/ CDS Account with Bursa Depository by means of entries in the securities
account/ CDS Account of that Depositor.

A Depositor whose name appears in the Record of Depositors maintained by Bursa Depository
in respect of our Shares shall be deemed to be our shareholder and shall be entitled to all rights,
benefits, powers and privileges and be subject to all liabilities, duties and obligations in respect
of, or arising from, such Shares.

PUBLIC TAKE-OVERS

During the FYE 2023 and up to the LPD, there were no:

(i) public take-over offers by third parties in respect of our Shares; and
(i) public take-over offers by our Company in respect of other companies’ shares.
MATERIAL CONTRACTS

Save as disclosed below, we have not entered into any material contracts (not being contracts
entered into in the Group’s ordinary course of business) within the period covered by the FYE
Under Review as disclosed in this Prospectus up to the date of this Prospectus:

(i Sale and purchase agreement dated 28 March 2022 made between Critical M&E (as
the vendor) and our Promoters (as the purchasers) in respect of the disposal of a 3-
storey terrace house erected on a piece of freehold land known as Lot No. 20259 Geran
No 169652, Mukim 11 Daerah Barat Daya, Negeri Pulau Pinang bearing postal address
No. 8 Changkat Bukit Belah, 11920 Bayan Lepas, Pulau Pinang at a disposal price of
RM898,000. The disposal was completed on 30 August 2022;
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(i) Conditional share sale agreement dated 15 September 2022 as supplemented via a
supplemental letter dated 14 March 2023 made between our Promoters (as the
vendors) and Critical Holdings (as the purchaser) for the acquisition of entire issued
share capital of Critical M&E which comprises of 1,000,000 ordinary shares for a
purchase consideration of RM10,329,495 to be satisfied by the issuance of the
206,589,900 new ordinary shares in Critical Holdings at an issue price of RM0.05 per
share, which was completed on 30 October 2023;

iii) Conditional share sale agreement dated 15 September 2022, as supplemented the via
a supplemental share sale agreement dated 18 October 2022 and letter dated 14 March
2023 between our Promoters (as the vendors) and Critical Holdings (as the purchaser)
for the acquisition of the entire issued share capital of Critical Sales & Services which
comprises of 750,000 ordinary shares for a purchase consideration of RM4,540,050 to
be satisfied by the issuance of 90,801,000 new ordinary shares in Critical Holdings at
an issue price of RMO0.05 per share, which was completed on 30 October 2023;

(iv) Sale and purchase agreement dated 7 August 2023 between Jaya Sarana Engineering
Sdn Bhd (as the vendor) and Critical Sales & Services (as the purchaser) for the
acquisition by way of contra of 1 unit of apartment erected on Hakmilik Strata, Negeri
Penang, GRN 59969/M1/4/10 No. Bangunan M1, No. Tingkat 4, No. Petak 10, Lot 4435
Seksyen 5, Bandar George Town, Daerah Timor Laut, Pulau Pinang and bearing postal
address No. 5-C, Lintang Abdullah Ariff, Air Itam, 11400 Pulau Pinang measuring
approximately 1,152 sq. ft (107 square metres) (“Subject Property”) and cash
payment of RM20,000.00, for the settiement of the claim made against Jaya Sarana
Engineering Sdn Bhd in relation to the service provided for a project known as “Project:
Cadangan Fasa 1A Bagi Pembangunan Perniagaan Bercampur Yang Mengandungi
Sebuah Menara Pandang Setinggi 138 Meter dan Kemudahan Berkaitan Di Atas
Sebahagian PT1424 (HSD 1111), Persiaran Sutera, Mukim Kuah, Daerah Langkawi
Kedah Darul Aman Untuk Tetuan: PFCE Integrated Plant and Project Sdn Bhd Dengan
Kerjasama Lembaga Pembangunan Langkawi (LADA)’. As the cash payment of
RM20,000.00 has been made and the Subject Property is duly registered under the
name of Critical Sales & Services, the legal claim has been withdrawn on 18 October
2023 and therefore the transaction has completed; and

(v) Underwriting Agreement dated 8 November 2023 entered between our Company and
MIDF Investment as the Underwriter for the underwriting of up to 22,304,400 Issue
Shares under the Public Issue. Please refer to Section 4.10 of this Prospectus for
further details of the salient terms of the Underwriting Agreement.

14.7 MATERIAL LITIGATION

As at the LPD, we are not engaged in any material litigation, claims and/or arbitration, either as
plaintiff or defendant, which has a material effect on our financial position, and there are no
proceedings pending or threatened, or of any fact likely to give rise to any proceedings, which
might materially and adversely affect our financial position or business.

14.8 LETTERS OF CONSENT

(i Our Principal Adviser, Sponsor, Underwriter, Placement Agent, Company Secretaries,
Due Diligence Solicitors, Share Registrar and Issuing House have given and have not
subsequently withdrawn their written consents before the issuance of this Prospectus
for the inclusion of their names and all references thereto in the form, manner and
context in which they are included in this Prospectus;
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14.10

(i) Our Auditors and Reporting Accountants have given and have not subsequently
withdrawn their written consent before the issuance of this Prospectus for the inclusion
of their name and all references thereto, the Accountants’ Report and the Reporting
Accountants’ Report on the compilation of Pro forma Consolidated Statements of
Financiai Position as at 30 June 2023, in the form, manner and context in which they
are included in this Prospectus; and

(jii) Our IMR has given and has not subsequently withdrawn its written consent before the
issuance of this Prospectus with the inclusion of its name and all references thereto

and the IMR Report in the form, manner and context in which they are included in this
Prospectus.

RESPONSIBILITY STATEMENTS

Our Directors, Promoters and Selling Shareholders have seen and approved this Prospectus.

They collectively and individually accept full responsibility for the accuracy of the information

contained in this Prospectus. Having made all reasonable enquiries, and to the best of their

knowledge and belief, they confirm that there is no false or misleading statement or other facts
which if omitted, would make any statement in this Prospectus false or misleading.

MIDF Investment, being the Principal Adviser, Sponsor, Underwriter and Placement Agent

acknowledges 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 the

IPO.

DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents may be inspected at our Registered Office at Suite S-21-H,

218t Floor, Menara Northam, 55 Jalan Sultan Ahmad Shah, 10050 George Town Pulau Pinang,

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

(i) our Constitution;

(ii) the IMR Report referred to in Section 8 of this Prospectus;

(iii) the Reporting Accountants’ Report on the Pro forma Consolidated Statements of
Financial Position as at 30 June 2023 and the Accountants’ Report as referred to in
Sections 12.15 and 13 respectively of this Prospectus;

(iv) the material contracts referred to in Section 14.6 of this Prospectus;

(v) the letters of consent referred to in Section 14.8 of this Prospectus; and

(vi) the audited financial statements of our Group for the FYE Under Review.

[ The rest of this page has been intentionally left blank ]
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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
SHALL NOT RELY ON THIS SUMMARY FOR THE PURPOSES OF ANY APPLICATION FOR OUR
IPO 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 in this Section 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 APPLICATIONS

Applications for our IPO Shares will be accepted and closed at the time and date stated as
below:

OPENING OF THE APPLICATION PERIOD: 10.00 A.M., 27 November 2023

CLOSING OF THE APPLICATION PERIOD: 5.00 P.M., 5 December 2023

If there is any change to the time or date for the closing of the applications for our IPO Shares,
we will advertise the notice of changes in widely circulated English and Bahasa Malaysia daily
newspapers within Malaysia. The dates for the ballot of the applications for our IPO Shares,
the allotment of our IPO Shares and our Listing would then be extended accordingly.

Kindly note any late Applications will not be accepted.

16.2 METHODS OF APPLICATIONS

15.2.1 Application for our Issue Shares by the Malaysian Public and the Eligible
Parties

Types of Application and category of
investors Application Method

Applications by the Malaysian Public:

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

Non-Individuals White Application Form only
Applications by the Eligible Parties Pink Application Form only

The submission of an Application Form does not mean that your Application will
succeed.
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15.2.2 Application for our Issue Shares via placement
Types of Application Application Method
Applications by:
Selected Investors Our Placement Agent will contact the Selected
Investors directly. They should follow the
Placement Agent'’s instructions.
153 ELIGIBILITY
15.3.1 General

15.3.2

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 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 (1) Application Form for each category from each applicant will be
considered and APPLICATIONS MUST BE FOR AT LEAST 100 IPO SHARES OR
MULTIPLES OF 100 IPO 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 TEN (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 (1) of the following:

(a) a Malaysian citizen who is at least 18 years old as at the date of the
application for our Issue Shares with a Malaysian address; or

(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

(¢) 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
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(i)  You must submit Applications by using only one of the following methods:
(a) White Application Form;
(b) Electronic Share Application; or
(¢) Internet Share Application.
15.3.3 Application by the Eligible Persons
The Eligible Person will be provided with Pink Application Forms and letters from us
detailing their respective allocation. The applicants must follow the notes and
instructions in those documents and where relevant, of our Prospectus.
The Eligible Person may request for a copy of the printed Prospectus from our Company
at no cost and are given an option to have the printed Prospectus delivered to them
free of charge, or to obtain the printed Prospectus from our Company, the Issuing
House, MIDF Investment, Participating Organisations of Bursa Securities and Members
of the Association of Banks in Malaysia or Malaysian Investment Banking Association.
15.4 PROCEDURES FOR APPLICATION BY WAY OF APPLICATION FORMS

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 RM0.35 for each Issue Share.

Payment must be made out in favour of “MIH SHARE ISSUE ACCOUNT NO. 636” and crossed
“AJC 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:

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

Malaysian Issuing House Sdn Bhd
(Registration No. 199301003608 (258345-X))
11" Floor, Menara Symphony

No. 5, Jalan Prof. Khoo Kay Kim

Seksyen 13

46200 Petaling Jaya

Selangor Darul Ehsan

OR
P.O. Box 00010
Pejabat Pos Jalan Sultan

46700 Petaling Jaya
Selangor Darul Ehsan
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15.6

15.7

(i) DELIVER BY HAND AND DEPOSIT in the Drop-in Boxes provided at the front portion
of Menara Symphony, No. 5, Jalan Prof. Khoo Kay Kim, Seksyen 13, 46200 Petaling
Jaya, Selangor Darul Ehsan,

and to arrive not later than 5.00 p.m. on 5 December 2023 or by such other time and date
specified in any change to the date or time for closing of the application for our Issue Shares.

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

APPLICATION BY WAY OF ELECTRONIC SHARE APPLICATIONS

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 APPLICATIONS

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, CGS-CIMB Securities Sdn Bhd, Malayan Banking Berhad and Public 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:

(a) 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

(i) reject or accept any Application, in whole or in part, on a non-discriminatory basis without
the need to give any reason; and
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(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 any time 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, the 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 Issue 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 results of the allocation of issue Shares derived from successful balloting will be made
available to the public at the Issuing House's website at www.mih.com.my within one (1)
Market Day after the balloting date.

Pursuant to the Listing Requirements we are required to have a minimum of 25% 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 our 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 to you
in full (without any interest).

In the event of an under-subscription of our Issue Shares by the Malaysian Public and/or
Eligible Persons, subject to the clawback and reallocation provisions as set out in Section 4.3.5
of this Prospectus, any of the abovementioned Issue 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 will be
refunded to you (without any interest) 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 sent by ordinary/registered
post to your last address maintained with Bursa Depository (for partially
successful applications) within ten (10) Market Days from the date of the final
ballot at your own risk.
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(ii)

(i)

(iv)

If your Application is rejected because you did not provide a CDS account
number or provided an incorrect or incomplete 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 ten (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 the 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)

(ii)
(iii)

The Issuing House shall inform the Participating Financial Institutions or Internet
Participating Financial Institutions of the unsuccessful or partially successful
Applications within two (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 Institutions or Internet Participating
Financial Institutions (or arranged with the Authorised Financial Institutions)
within two (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 ten (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 Institutions will be informed of the unsuccessful
or partially successful Applications within two (2) Market Days after the final
balloting date. The Participating Financial Institutions will credit the Application
monies or any part thereof (without interest) within two (2) Market Days after the
receipt of confirmation from the Issuing House.
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15.10 SUCCESSFUL APPLICANTS
If you are successful in your Application:
(i)  our IPO Shares allotted to you will be credited to 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.

(i)  in accordance with Section 14(1) of the Securities Industry (Central Depositories) Act,
1991 (“SICDA"), Bursa Securities has prescribed our Shares as prescribed securities.
As such, our IPO Shares issued/offered 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 IPO 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.

15611 ENQUIRIES

Any enquiries in respect of the Applications may be directed as follows:

the e .
Issuing House Enquiry Services Telephone at +603-7890 4700

Application Form

Electronic Share Application Participating Financial Institution
Internet Share Application Internet Participating Financial Institution and Authorised Financial
Institution

You may also check the status of your Application by calling your respective ADAs at the
telephone number as stated in the list of ADAs as 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 or the Issuing House at the telephone no. +603-
7890 4700 between 5 to 10 Market Days (during office hours only) after the final ballot day.
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