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| RegistratiolNo. | 197101000213 (78-V) |

MALAYSIA STEEL WORKS (KL) BHD.

Registration No. 197101000213 (7878-V)

(Incorporated in Malaysia)

DIRECTORS’ REPORT

The directors hereby submit their report and thditad financial statements of the Group and of
the Company for the financial year ended 31 Decerf0£9.

PRINCIPAL ACTIVITIES

The principal activity of the Company is manufactgr of steel bars and steel billets. The
principal activity of the subsidiary are as statetllote 7 to the financial statements.

RESULTS
Group Company
RM’000 RM’000
Netloss for the financial yes: (8,326 (8,930

In the opinion of the directors, the financial swf the Group and of the Company during the
financial year have not been substantially affettg@ny item, transaction or event of a material
and unusual nature.

DIVIDEND

No dividend has been paid or declared by the Cognparce the end of the previous financial
year and the directors do not recommend any diddenthe current financial year.

ISSUE OF SHARES AND DEBENTURES

During the financial year, the Company increasadissued and paid-up share capital from
RM230,094,000 to RM233,310,000 by issuance of 8@WD ordinary shares via private

placement to eligible investors for a total cashsideration of RM3,216,000 for repayment of

bank borrowings.

The new ordinary shares issued during the finarygal rank pari-passu in all respects with the
existing ordinary shares of the Company.

The Company did not issue any new debentures dthimgnancial year.

RESERVES AND PROVISIONS

There were no material transfers to or from reseorgorovisions during the financial year.
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OPTIONS GRANTED OVER UNISSUED SHARES

No options were granted to any person to take ugsuad shares of the Company during the
financial year.

DIRECTORS
The directors who held office during the finangialr until the date of this report are:-

THE COMPANY

Dato’ Ikhwan Salim Bin Dato’ Haji Sujak
Dato’ Sri Tai Hean Leng @ Tek Hean Leng
Ng Wah Lok

Lau Yoke Leong

Muhammad Hanizam Bin Hj. Borhan

Roy Thean Chong Yew

Ong Teng Chun

Ng Siew Peng

SUBSIDIARY COMPANY

Dato’ Sri Tai Hean Leng @ Tek Hean Leng

During and at the end of the financial year, than@any was not a party to any arrangement
whose subject is to enable the directors to acdparesfits through the acquisition of shares in, or
debentures of, the Company or any other body catpor

DIRECTORS’ INTERESTS IN SHARES

The directors holding office at the end of the fical year and their beneficial interests in the
ordinary shares of the Company and of its relatedarations during the financial year ended 31
December 2019 as recorded in the Register of irgcEhareholdings kept by the Company
under Section 59 of the Companies Act 2016 wefelkmsvs:

Number of ordinary shares
Balance as at  Acquired/ Balance as at
1.1.2019 Addition (Disposed) 31.12.2019
Shareholdings in which the
director is deemed to
have an interest:
Dato’ Sri Tai Hean Leng @ Tek
Hean Leng 130,892,61 4,200,001 - 135,092,61

* Deemed interest by virtue of his interest in TYRésources Sdn. Bhd. (“TYY”), a body
corporate holding shares in the Company.



| RegistratiolNo. | 197101000213 (78-V) |

DIRECTORS’ INTERESTS IN SHARES (CONTINUED)

Pursuant to Section 8 of the Companies Act 201&;iye of his interests in the shares of TYY,
Dato’ Sri Tai Hean Leng @ Tek Hean Leng is alsonteet to be interested in the shares of the
Company and its subsidiary to the extent that the@any has an interest.

None of the other directors holding office at timel ®f the financial year held any interest in the
ordinary shares of the Company and of its relategarations.

Since the end of the previous financial year, neaiors have received or become entitled to
receive any benefit (other than a benefit includedhe aggregate amount of remuneration
received or due and receivable by directors as shawhe notes to the financial statements or
the fixed salary of a full time employee of the qmy or of related corporations) by reason of a
contract made by the Company or a related cormoratith a director or with a firm of which a
director is a member or with a company in whichdirector has a substantial financial interest.
DIRECTORS’ REMUNERATION

The directors’ remuneration is disclosed in Note@#e financial statements.

INDEMNIFYING DIRECTORS, OFFICERS AND AUDITORS
Total amount of insurance premium paid for theaoes and officers of the Group is as follows:

Group
RM’000

Directois and officer 1¢

SUBSIDIARY

The details of the Company’s subsidiary are diszglaa Note 7 to the financial statements.

AUDITORS’ REMUNERATION

The auditors’ remuneration is disclosed in Noté®the financial statements.
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OTHER STATUTORY INFORMATION

(@)

(b)

(©

(d)

Before the financial statements of the @rand of the Company were prepared, the
directors took reasonable steps:

(i) to ascertain that proper action had besken in relation to the writing off of bad
debts and the making of provision for doubtful del@nd had satisfied themselves
that there were no known bad debts to be writtdmof any doubtful debts to be
provided for; and

(i) to ensure that the current assets whichewmnlikely to realise their values as shown
in the accounting records in the ordinary coursbusiness had been written down to
an amount which they might be expected so to alis

At the date of this report, the directors aot aware of any circumstances:

()  which would require any write off for batkbts or the setting up of provision for
doubtful debts in the financial statements of theup and of the Company; or

(i)  which would render the values attribute@dcurrent assets in the financial statements
of the Group and of the Company misleading; or

(i) which have arisen which render adherenzehe existing method of valuation of
assets or liabilities of the Group and of the Conypaisleading or inappropriate; or

(iv) not otherwise dealt with in this reportforancial statements of the Group and of the
Company which would render any amount stated inGraup’s and the Company’s
financial statements misleading.

At the date of this report, there doeseast:

() any charge on the assets of the Groupaddridbe Company which have arisen since
the end of the financial year and which securdiéiiglities of any other person; or

(i) any contingent liability in respect of tHeroup and of the Company which have
arisen since the end of the financial year.

In the opinion of the directors:

() no contingent liability or other liabilitthas become enforceable or is likely to
become enforceable within the period of twelve rherdfter the end of the financial
year which will or may affect the ability of the @up and of the Company to meet
their obligations as and when they fall due; and

(i) no item, transaction or event of a material andsual nature has arisen in the
interval between the end of the financial year #mal date of this report which is
likely to substantially affect the results of thpeoations of the Group and of the
Company for the current financial year.
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AUDITORS

The auditors, Messrs RSM Malaysia, have expressgdwillingness to continue in office.

Signed on behalf of the Board of Directors in adanice with a resolution of the directors:

DATO’ IKHWAN SALIM BIN DATO’ HAJI SUJAK

DATO’ SRI TAI HEAN LENG @ TEK HEAN LENG
Kuala Lumpur

19 May 2020
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MALAYSIA STEEL WORKS (KL) BHD.
Registration No. 197101000213 (7878-

(Incorporated in Malaysia)

STATEMENTS OF FINANCIAL POSITION
AS AT 31 DECEMBER 201¢

ASSETS

Non-current assets

Property, plant and equipment
Investment in subsidiary
Investment in associate
Deferred tax assets

Current assets

Inventories

Trade and other receivables

Tax recoverable

Other investment

Fixed deposits with licensed
banks

Cash and bank balances

TOTAL ASSETS

EQUITY AND LIABILITIES

Equity attributable to equity
holders of the Company

Share capital

Subscription money received
Revaluation reserves
Treasury shares

Retained earnings

TOTAL EQUITY

Note

©O© 00 N O

10
11

12

13

14
15

16
17

GROUP COMPANY
2019 2018 2019 2018
RM’000 RM’000 RM’000 RM’000
740,462 630,463 738,237 628,038
- - 500 500
6,528 6,141 6,517 6,130
3,793 - 3,793 -
750,783 636,604 749,047 634,668
533,379 499,479 533,379 499,479
168,600 162,154 168,481 162,011
5,225 5,445 5,354 5,445
- 3,000 - 3,000
24,902 48,108 24,902 48,108
35,403 22,047 35,134 21,460
767,509 740,233 767,250 739,503
1518292 17376837 1516297 12374171
233,310 230,094 233,310 230,094
950 - 950 -
76,649 - 76,649 -
(1,324) (1,199) (1,324) (1,199)
420,397 428,723 418,430 427,360
729,982 657,618 728,015 656,255
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MALAYSIA STEEL WORKS (KL) BHD.
Registration No. 197101000213 (7878-

(Incorporated in Malaysia)

STATEMENTS OF FINANCIAL POSITION

AS AT 31 DECEMBER 2019 (CONTINUED);

LIABILITIES

Non-current liabilities

Lease liabilities
Borrowings
Deferred tax liabilities

Current liabilities

Trade and other payables
Trade deposits

Lease liabilities
Borrowings

TOTAL LIABILITIES

TOTAL EQUITY AND
LIABILITIES

Note

18
19

20
21
18
19

GROUP COMPANY
2019 2018 2019 2018
RM’000 RM’000 RM’000 RM’000
11,857 - 10,170 -
131,712 146,809 131,712 144,808
47 9,603 - 9,603
143,616 156,412 141,882 154,411
229,419 202,764 231,793 204,000
80,250 116,843 80,250 116,843
3,272 - 2,604 -
331,753 243,200 331,753 242,662
644,694 562,807 646,400 563,505
788,310 719,219 788,282 717,916
1,518,292 1,376,837 1,516,297 1,374,171

The annexed notes form an integral part of the financial statements.
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MALAYSIA STEEL WORKS (KL) BHD.
Registration No. 197101000213 (7878-

(Incorporated in Malaysia)

STATEMENTS OF PROFIT OR LOSS

AND OTHER COMPREHENSIVE INCOME

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2019

REVENUE

COST OF SALES

GROSS PROFIT

OTHER OPERATING INCOME
DISTRIBUTION COSTS
ADMINISTRATIVE EXPENSES

PROFIT FROM OPERATIONS
FINANCE COSTS

SHARE OF RESULTS OF ASSOCIATE
(LOSS)/ PROFIT BEFORE TAXATION
TAX CREDIT

NET (LOSS)/ PROFIT FOR THE YEAR

OTHER COMPREHENSIVE INCOME

Item that will not be reclassified
subsequently to profit or loss

REVALUATION OF LANDS

TOTAL COMPREHENSIVE INCOME
FOR THE FINANCIAL YEAR

TOTAL COMPREHENSIVE (LOSS)/
INCOME ATTRIBUTABLE TO:

OWNERS OF THE COMPANY

(Loss)/ Earnings per share (sen):-
- Basic

The annexed notes form an integral part of the financial statements.
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GROUP COMPANY
2019 2018 2019 2018
Note RM’000 RM’'000 RM’'000 RM’000

22 1,195,306 1,496,853 1,195,306 1,496,853
(1,140,454) (1,409,186) (1,142,509) (1,410,805)
54,852 87,667 52,797 86,048
3,831 7,044 3,831 7,044
(22,020) (26,378) (22,020) (26,378)
(35,113) (47,587) (34,326) (48,388)
23 1,550 20,746 282 18,326
26 (22,658) (15,747) (22,526) (15,666)

387 (161) - -
(20,721) 4,838 (22,244) 2,660
27 12,395 1,867 13,314 1,867
(8,326) 6,705 (8,930) 4,527

6 76,649 - 76,649 -
68,323 6,705 67,719 4,527
(8,326) 6,705 (8,930) 4,527

Sen Sen
29 (1.95) 1.58
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MALAYSIA STEEL WORKS (KL) BHD.
Registraion No. 197101000213 (7878-
(Incorporated in Malaysia)

STATEMENTS OF CHANGES IN EQUITY
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2019

Share Subscription  Treasury Capital  Revaluation Retainec Total
capital money receiver  share: reserve: reserve: earnings equity
Note RM’'000 RM’'000 RM’000 RM’'000 RM’000 RM’000 RM’'000
GROUP
At 1 January 2019 230,094 - (1,199) - - 428,723 657,618
Net loss for the year - - - - - (8,326) (8,326)
Other comprehensive income for the year - - - - 76,649 - 76,649
Net loss and total comprehensive income for the year 230,094 - (1,199) - 76,649 420,397 725,941
Transactions with owners:
I ssue of shares 14 3,216 - - - - - 3,216
Subscription money received 15 - 950 - - - - 950
Share buy-back 16 - - (125) - - - (125)
3,216 950 (125) - - - 4,041
At 31 December 2019 233,310 950 (1,324) - 76,649 420,397 729,982
At 1 January 2018 221,472 - (313) - - 426,864 648,023
Net profit and total comprehensive income for the year - - - - - 6,705 6,705
221,472 - (313) - - 433,569 654,728
Transactions with owners:
I ssue of shares 14 7,210 - - - - - 7,210
Bonus shares issues 14 1,012 - - - - (1,012) -
Share (buy-back)/resales 16 - - (886) 400 - - (486)
Transfer in accordance with Section 618(2) of the
Companies Act 2016 14 400 - - (400) - - -
Dividends 31 - - - - - (3,834) (3,834)
8,622 - (886) - - (4,846) 2,890
At 31 December 2018 230,094 - (1,199) - - 428,723 657,618
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MALAYSIA STEEL WORKS (KL) BHD.
Registration No. 197101000213 (7878-
(Incorporated in Malaysia)

STATEMENTS OF CHANGES IN EQUITY
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2019 (CON TINUED)

Share Subscription  Treasury Capital  Revaluation Retainec Total
capital money receiver  share reserve: reserve: earnings equity
Note RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
COMPANY
At 1 January 2019 230,094 - (1,199) - - 427,360 656,255
Net loss for the year - - - - - (8,930) (8,930)
Other comprehensive income for the year - - - - 76,649 - 76,649
Net loss and total comprehensive income for the year 230,094 - (1,199) - 76,649 418,430 723,974
Transactions with owners:
I ssue of shares 14 3,216 - - - - - 3,216
Subscription money received 15 - 950 - - - - 950
Share buy-back 16 - - (125) - - - (125)
3,216 950 (125) - - - 4,041
At 31 December 2019 233,310 950 (1,324) - 76,649 418,430 728,015
At 1 January 2018 221,472 - (313) - - 427,679 648,838
Net profit and total comprehensive income for the year - - - - - 4,527 4,527
221,472 - (313) - - 432,206 653,365

Transactions with owners:
I ssue of shares 14 7,210 - - - - - 7,210
Bonus shares issues 14 1,012 - - - - (1,012) -
Share (buy-back)/resales 16 - - (886) 400 - - (486)
Transfer in accordance with Section 618(2) of the

Companies Act 2016 14 400 - - (400) - - -
Dividends 31 - - - - - (3,834) (3,834)

8,622 - (886) - - (4,846) 2,890

At 31 December 2018 230,094 - (1,199) - - 427,360 656,255

The annexed notes form an integral part of the financial statements.
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MALAYSIA STEEL WORKS (KL) BHD.
Registration No. 197101000213 (7878-
(Incorporated in Malaysia)

STATEMENTS OF CASH FLOWS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2019

GROUP COMPANY
201¢ 201¢ 201¢ 201¢
RM’000 RM’'000 RM’'000 RM’000
CASH FLOWS FROM
OPERATING ACTIVITIES
(Loss)/ Profit before taxation (20,721) 4,838 (22,244) 2,660
Adjustments for:
Depreciation of property, plant
and equipment 30,461 28,641 29,872 28,317
Loss/ (Gain) on disposal of property,
plant and equipment 9 4% 9 4
Loss on property, plant and equipment written off 99 - 99 -
(Reversal of)/ Impairment loss on investment
in associate - - (387) 164
Impairment on inventories 1,305 4,593 1,305 4,593
Interest expense 22,658 15,747 22,526 15,666
Interest income (446) (602) (446) (602)
Net unrealised foreign exchange (gain)/ loss (2,968) 6,169 (2,968) 6,169
Share of results of associate (387) 161 - -
Operating profit before
working capital change: 30,010 59,543 27,766 56,963
Increase in inventories (35,205) (73,856) (35,205) (73,856)
(Increase)/ Decrease in receivables (6,446) 64,046 (6,470) 65,009
Increase/ (Decrease) in payables 26,877 (18,091) 28,196 (16,851)
(Decrease)/ Increase in trade deposits (34,028) 29,354 (34,028) 29,354
Cash (used in)/ generated from operatior (18,792) 60,996 (19,741) 60,619
Interest paid (21,951) (15,597) (21,951) (15,597)
Tax (paid)/ refund (553) (824) 9 (824)
Net cash (used in)/ generated from operatir
activities (41,296) 44,575 (41,683) 44,198
CASH FLOWS FROM
INVESTING ACTIVITIES
Interest received 446 602 446 602
Decrease/ (Increase) in other investment 3,000 (3,000) 3,000 (3,000)
Proceeds from disposal of
property, plant and equipment 96 11 96 11
Purchase of property, plant
and equipment (Note 28) (50,578) (59,133) (50,578) (59,133)
Net cash used in investin
activities (47,036) (61,520) (47,036) (61,520)
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MALAYSIA STEEL WORKS (KL) BHD.
Registration No. 197101000213 (7878-
(Incorporated in Malaysia)

STATEMENTS OF CASH FLOWS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2019 (CONT INUED)

GROUP COMPANY
201¢ 201¢ 201¢ 201¢
RM’000 RM’000 RM’'000 RM’000
CASH FLOWS FROM
FINANCING ACTIVITIES
Bills payable 77,517 (59,489) 77,517 (59,489)
Repayment of lease liabilities (2,085) - (1,512) -
Repayment of finance lease liabilities - (756) - (546)
Drawdown of term loans - 136,850 - 136,850
Repayment of term loans (2,284) (42,821) (2,284) (42,821)
Payment of finance lease interest (707) (150) (575) (69)
Subscription money received 950 - 950 -
Share buy-back (Note 16) (125) (886) (125) (886)
Net proceeds from issuance of shares 3,216 7,610 3,216 7,610
Dividends paid (Note 31) - (3,834) - (3,834)
Net cash generated from financin
activities 76,482 36,524 77,187 36,815
NET (DECREASE)/ INCREASE IN
CASH AND CASH EQUIVALENTS (11,850) 19,579 (11,532) 19,493
CASH AND CASH EQUIVALENTS
AT BEGINNING OF THE
FINANCIAL YEAR 70,155 50,576 69,568 50,075
CASH AND CASH EQUIVALENTS
AT END OF THE FINANCIAL
YEAR 58,305 70,155 58,036 69,568
NOTES TO THE STATEMENTS OF CASH FLOWS
Cash and cash equivalents at the end of the financial year comprise of:
GROUP COMPANY
201¢ 201¢ 201¢ 201¢
RM'000 RM'000 RM'000 RM'000
Fixed deposits with licensed banks 24,902 48,108 24,902 48,108
Cash at banks 35,055 21,832 34,800 21,245
Cash at banks (USD) 308 72 308 72
Cash at banks (CNY) - 117 - 117
Cashin hand 40 26 26 26
35,403 22,047 35,134 21,460
Bank overdrafts (2,000) - (2,000) -
58,305 70,155 58,036 69,568

The annexed notes form an integral part of the financial statements.
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MALAYSIA STEEL WORKS (KL) BHD.
Registration No. 197101000213 (7878-V)
(Incorporated in Malaysia)

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 201 9

1. PRINCIPAL ACTIVITIES

The principal activity of the Company is manufactigrof steel bars and steel billets.
The principal activity of the subsidiary as staitetNote 7 to the financial statements.

2. BASIS OF PREPARATION OF FINANCIAL STATEMENTS

The financial statements of the Group and of thenfany have been prepared in
accordance with Malaysian Financial Reporting Stagsl (“MFRSs”) issued by the
Malaysian Accounting Standards Board (“MASB”), Imtational Financial Reporting
Standards and the requirements of the Companie2Q4@ in Malaysia.

3. SIGNIFICANT ACCOUNTING POLICIES

3.1

3.2

Basis of accounting

The financial statements of the Group and of thenfamy have been prepared
under the historical cost convention unless otheewstated in the financial
statements.

The preparation of financial statements requiresdinectors to make estimates
and assumptions that affect the reported amouas®éts, liabilities, revenue and
expenses and disclosure of contingent assets andities. In addition, the
directors are also required to exercise their jotg@ in the process of applying
the accounting policies. The areas involving sugtigements, estimates and
assumptions are disclosed in Note 5. Although tlestinates and assumptions
are based on the directors’ best knowledge of svand actions, actual results
could differ from those estimates.

Basis of consolidation

() Subsidiary
A subsidiary is an entity controlled by the Group, the Group is exposed,
or has rights, to variable returns from its invohent with the entity and has

the ability to affect those returns through itsreat ability to direct the
entity’s relevant activities (power over the invest

-13 -
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3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.2 Basis of consolidation (continued)

(i)

Subsidiary (continued)

The existence and effect of potential voting rigtitat the Group has the
practical ability to exercise (i.e. substantivehtg) are considered when
assessing whether the Group controls another entity

The Group’s financial statements incorporate trseilts, cash flows, assets
and liabilities of Malaysia Steel Works (KL) Bhddall of its directly and
indirectly controlled subsidiary. Subsidiary is eohdated from the
effective date of acquisition, which is the date which the Group
effectively obtains control of the acquired bussjaesitil that control ceases.

The non-controlling interests in the net assetsratdesults of consolidated
subsidiary is shown separately in the consolidatadements of financial
position and consolidated statements of profit @ssl and consolidated
statements of comprehensive income.

Total comprehensive income (i.e. profit or loss aadh component of other
comprehensive income) is attributed to the ownérthe parent and to the
non-controlling interests even if this results e thon-controlling interests
having a deficit balance.

Changes in the Group’s ownership interest in aididryg that do not result
in the Group losing control are accounted for aagactions with owners in
their capacity as owners (i.e. equity transactiofp carrying amounts of
the Group and non-controlling interests are adfustereflect the changes in
their relative interests in the subsidiary. Anyfeliénce between the amount
by which the non-controlling interests are adjusaed the fair value of the
consideration paid or received is recognised dientequity and attributed
to the owners of the parent.

Upon loss of control of a subsidiary, the Group’sfp or loss is calculated
as the difference between (i) the fair value of¢basideration received and
of any investment retained in the former subsidiang (ii) the previous
carrying amount of the assets (including any gotjland liabilities of the
subsidiary and any non-controlling interests.

Investment in subsidiary is measured in the Compgasyatement of
financial position at cost less any impairment éssaunless the investment
is classified as held for sale or distribution. Tost of investments excludes
transaction costs.

-14 -
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3.  SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.2 Basis of consolidation (continued)

(ii)

Associate

Associate is an entity over which the Group haspibwer to participate in
its financial and operating policy decisions, buiet is not control or joint
control. Associate is accounted for using the eguie¢thod of accounting.

Under the equity method, the investment is iniia#écognised at cost and
adjusted thereafter for the post-acquisition changée investor’s share of
comprehensive income of the associate. On acauisdf the investment,
the associate’s identifiable assets and liabiliies measured at fair value.
Any excess of the cost of the investment over theu@®s share of the net
fair value of the associate’s identifiable asseis Babilities is recorded as
goodwill and included in the carrying amount of theestment. Goodwill is
tested for impairment together with the investmantthe end of each
reporting period when there is objective evidentat tthe investment is
impaired. Any excess of the Group’s share of the fag value of the
identifiable assets and liabilities over the cdsaaquisition is recognised in
consolidated profit or loss.

The Group’s share of its associate’s post-acqarsiprofits or losses is
recognised in the profit or loss, and its sharpast-acquisition movements
in other comprehensive income is recognised in rot@mprehensive
income. The cumulative post-acquisition movemenmés adjusted against
the carrying amount of the investment.

Distributions received from an investee reduce dhgying amount of the
investment.

If the Group’s share of losses of an associatelequaexceeds its interest in
the associate, the Group does not provide for maait losses, unless it has
incurred obligations or made payments on behatlfi@fassociate.

Profits or losses on Group transactions with assesiare eliminated to the
extent of the Group’s interest in the relevant aste.

When the Group ceases to have significant influenves an associate, any
retained interest in the former associate at thte dehen significant
influence is lost is measured at fair value and #mount is regarded as the
initial carrying amount of a financial asset. Th#edence between the fair
value of any retained interest plus proceeds fiwenrterest disposed of and
the carrying amount of the investment at the daterwequity method is
discontinued is recognised in the profit or loss.

-15 -
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3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
3.2 Basis of consolidation (continued)
(i)  Associate (continued)

When the Group’s interest in associate decreadesoes not result in a loss
of significant influence, any retained intereshct remeasured. Any gain or
loss arising from the decrease in interest is reisagl in profit or loss. Any

gains or losses previously recognised in other cehgmsive income are
also reclassified proportionately to the profit loss if that gain or loss

would be required to be reclassified to profit @sd on the disposal of the
related assets or liabilities.

Investments in associate is measured in the Congpastatement of
financial position at cost less any impairment éssaunless the investment
is classified as held for sale or distribution. Tost of investments includes
transaction costs.

(i) Transactions eliminated on consolidation

All intragroup transactions, balances, income aqmkrses are eliminated in
full on consolidation.

Unrealised gains arising from transactions withigygaccounted associates
and joint ventures are eliminated against the itmvest to the extent of the
Group’s interest in the investees. Unrealised sse eliminated in the
same way as unrealised gains, but only to the extet there is no

evidence of impairment.

3.3 Property, plant and equipment

On initial recognition, items of property, plantdaequipment are recognised at
cost, which includes the purchase price as wedlrgscosts directly attributable to

bringing the asset to the location and conditiocessary for it to be capable of
operating in the manner intended by managementthendost of dismantling and

removing the items and restoring the site on wiiey are located. The cost of
self-constructed assets also includes the costavénmls and direct labour. Cost
also may include transfers from equity of any gaioss on qualifying cash flow

hedges of foreign currency purchases of propelaynt@and equipment.

Purchased software that is integral to the funetibnof the related equipment is
capitalised as part of that equipment.

After initial recognition, items of property, plaahd equipment are carried at cost
less any accumulated depreciation and any accuealilapairment losses.

When significant parts of an item of property, pland equipment have different

useful lives, they are accounted for as separat@sit(major components) of
property, plant and equipment.
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3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
3.3 Property, plant and equipment (continued)

The cost of replacing a component of an item opprty, plant and equipment is
recognised in the carrying amount of the item ifsitprobable that the future
economic benefits embodied within the component flav to the Group or the

Company, and its cost can be measured reliably. CEmgying amount of the

replaced component is derecognised to profit cs.ld%e costs of the day-to-day
servicing of property, plant and equipment are gacsed in profit or loss as
incurred.

Significant components of individual assets aresssd, and if a component has a
useful life that is different from the remaindertbét asset, then that component is
depreciated separately.

Depreciation is calculated so as to write off thetwf an asset, less its estimated
residual value, over its useful economic life dkfes:

Leasehold lar 58- 99 year
Buildings 20 year
Plant and machine 10- 335 year:
Factory 135 - 50 year
Factory and electrical equipm 1C year:
Motor vehicle: S year.
Office equipmer 6% year:
Furniture and fitting 6% year:
Electrical installatio 13% year:

Freehold and leasehold land is stated at revalobediat, which is the fair value at
the date of the revaluation less any accumulatgmhimment losses. Fair value is
determined from market-based evidence by apprdisatl is undertaken by
professionally qualified valuers. Revaluations agrerformed with sufficient
regularity to ensure that the fair value of a raedl asset does not differ materially
from that which would be determined using fair \eLat the reporting date. Any
revaluation surplus is credit to the revaluatioserge included within equity,
except to the extent that it reverses a revaluatiecrease for the same asset
previously recognised in profit or loss, in whichse the increase is recognised in
profit or loss to the extent of the decrease pugsiprecognised.

A revaluation deficit is first offset against udised previously recognised
revaluation surplus in respect of the same assettl@ balance is thereafter
recognised in profit or loss. Upon disposal or restient of an asset, any
revaluation reserve relating to the particular tssstransferred directly to retained
earnings.

At 1 January 2012, the directors have electedrdresitional exemptions under the
MFRS 1 to use the previous revaluation of the pitypglant and equipment at
the date of transition to MFRS framework as deeroest at the date of the
revaluation. During the financial year, the direstbave revalued its freehold and
leasehold land based on market-based evidencedrgisgl that is undertaken by
professionally qualified valuers.
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3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.3

3.4

Property, plant and equipment (continued)

Freehold land is not depreciated. Capital work+iogpess are not depreciated
until the assets are ready for their intended use.

Useful lives, residual values and depreciation wdshare reviewed, and adjusted
if appropriate, at the end of each reporting perith the effect of any changes
in estimate being accounted for on a prospectigesba

An item of property, plant and equipment is derexsgd upon disposal or when

no future economic benefits are expected to ar@@ fthe continued use of the

asset. Any gain or loss arising on the disposattirement of an item of property,

plant and equipment is determined as the differdreteveen the sales proceeds
and the carrying amount of the asset and is resednn profit or loss.

Leases

The Group and the Company have applied MFR3. d&sesusing the modified
retrospective approach, under which the cumulaifect of initial application is
recognised as an adjustment to retained earnings dnuary 2019, if any.
Accordingly, the comparative information presentied 2018 has not been
restated - i.e. it is presented, as previously mepounder MFRS 11FZeasesand
related interpretations.

(@) Definition of a lease

A contract is, or contains, a lease if the contawtveys a right to control
the use of an identified asset for a period of timeexchange for
consideration. To assess whether a contract cortheysght to control the
use of an identified asset, the Group and the Cagnpasess whether:

¢ the contract involves the use of an identified tassleis may be specified
explicitly or implicitly, and should be physicallgtistinct or represent
substantially all of the capacity of a physicallistohct asset. If the
supplier has a substantive substitution right, thba asset is not
identified;

e the customer has the right to obtain substantiallyof the economic
benefits from use of the asset throughout the geafaise; and

¢ the customer has the right to direct the use obtset. The customer has
this right when it has the decision-making rightattare most relevant to
changing how and for what purpose the asset is. isedre cases where
the decision about how and for what purpose theetass used is
predetermined, the customer has the right to ditextuse of the asset if
either the customer has the right to operate tisetasr the customer
designed the asset in a way that predeterminesamolvior what purpose
it will be used.
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3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.4 Leases (continued)

(@)

(b)

Definition of a lease (continued)

At inception or on reassessment of a contract tw@itains a lease
component, the Group and the Company allocate ¢insideration in the
contract to each lease and non-lease componelhiedresis of their relative
stand-alone prices. However, for leases of progeriti which the Group and
the Company are a lessee, it has elected not taraep non-lease
components and will instead account for the leasken@n-lease components
as a single lease component.

Recognition and initial measurement

As a lessee

The Group and the Company recognise a right-ofasset and a lease
liability at the lease commencement date. The fodhise asset is initially
measured at cost, which comprises the initial armofirthe lease liability
adjusted for any lease payments made at or bdferedmmencement date,
plus any initial direct costs incurred and an eatamof costs to dismantle
and remove the underlying asset or to restore iikdenlying asset or the site
on which it is located, less any lease incentieegived.

The lease liability is initially measured at theegent value of the lease
payments that are not paid at the commencement diat®unted using the
interest rate implicit in the lease or, if thateraannot be readily determined,
the respective Group entities’ incremental borrgwvnate. Generally, the
Group entities use their incremental borrowing est¢he discount rate.

Lease payments included in the measurement oketse lliability comprise
the following:

¢ fixed payments, including in-substance fixed paytséess any incentive
receivable;

e variable lease payments that depend on an indea oate, initially
measured using the index or rate at the commendeia&s]

e amounts expected to be payable under a residus galarantee;

e the exercise price under a purchase option thatGhaup and the
Company are reasonably certain to exercise; and

e penalties for early termination of a lease unldss Group and the
Company are reasonably certain not to terminatg.ear

The Group and the Company exclude variable leagem@ats that linked to
future performance or usage of the underlying aseet the lease liability.
Instead, these payments are recognised in proflbgs in the period in
which the performance or use occurs.
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3.  SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.4 Leases (continued)

3.5

(b)

(€)

Recognition and initial measurement (continued)

As a lessee (continued)

The Group and the Company have elected not to nes®gight-of-use
assets and lease liabilities for short-term ledisashave a lease term of 12
months or less and leases of low-value assetsGFbep and the Company
recognise the lease payments associated with ks@ses as an expense on a
straight-line basis over the lease term.

Subsequent measurement

As a lessee

The right-of-use asset is subsequently depreciasidg the straight-line
method from the commencement date to the earligheoend of the useful
life of the right-of-use asset or the end of thaske term. The estimated
useful lives of right-of-use asset are determinedh® same basis as those
of property, plant and equipment. In addition, thght-of-use asset is
periodically reduced by impairment losses, if aagd adjusted for certain
remeasurements of the lease liability.

The lease liability is measured at amortised cestguthe effective interest
method. It is remeasured when there is a chandetume lease payments
arising from a change in an index or rate, if thexea revision of in-

substance fixed lease payments, or if there isaamgh in the Group’s and
the Company’s estimate of the amount expected t@pdyable under a
residual value guarantee, or if the Group and tlengany change its
assessment of whether it will exercise a purchasnsion or termination
option.

When the lease liability is remeasured, a corregpgnadjustment is made
to the carrying amount of the right-of-use assetisaecorded in profit or
loss if the carrying amount of the right-of-useeddsas been reduced to zero.

Impairment of non-financial assets

Impairment of property, plant and equipment

The carrying amounts of such assets are revieweeaeh reporting date for

indications of impairment and where an asset isainegd, it is written down as an

expense through profit or loss to its estimatedverable amount. Recoverable
amount is the higher of value in use and the falue less costs to sell of the
individual asset or the cash-generating unit. Huweverable amount is determined
for an individual asset, unless the asset doegjeoérate cash inflows that are
largely independent of those from other assetsrougs of assets. If this is the
case, recoverable amount is determined for the-gasharating unit to which the

asset belongs.
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3.  SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.5

3.6

3.7

Impairment of non-financial assets (continued)
Impairment of property, plant and equipment (continued)

Value in use is the present value of the estiméiadte cash flows of that unit.
Present values are computed using pre-tax discated that reflect the time value
of money and the risks specific to the unit whietpairment is being measured.

Impairment losses for cash-generating units aceatéd first against the goodwill
of the unit and then pro rata amongst the othestasd the unit.

Subsequent increases in the recoverable amounedtdnyschanges in estimates
are credited to profit or loss to the extent thattreverse the impairment.

Inventories

Inventories are carried in the statements of firdmmosition at the lower of cost

and net realisable value. Cost is determined arstif first-out (FIFO) basis. The

cost of work-in-progress and finished goods conggrimaterials, direct labour and
attributable production overheads based on noreval$ of activity.

Write-down is made for obsolete and slow-movingngebased on their expected
future use and net realisable value.

Net realisable value is the estimated sales pndbe ordinary course of business
after allowing for all further costs of completiand disposal.

Financial instruments
() Initial recognition and measurement

The Group and the Company recognise a financiattass a financial
liability (including derivative instruments) in thstatements of financial
position when, and only when, an entity in the @rand the Company
become a party to the contractual provisions ofrieruments.

On initial recognition, all financial assets (inding intra-group loans and
advances) and financial liabilities (including sevgroup payables) are
measured at fair value plus transaction costsifittancial asset or financial
liability is not measured at fair value throughfiror loss. For instruments
measured at fair value through profit or loss, getion costs are expensed
to profit or loss when incurred.

(i) Derecognition of financial instruments
For derecognition purposes, the Group and the Coynpisst determine
whether a financial asset or a financial liabibtyould be derecognised in its

entirety as a single item or derecognised partdoy-pf a single item or of a
group of similar items.
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3.  SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.7 Financial instruments (continued)

(ii)

(i)

(iv)

Derecognition of financial instruments (contirued)

A financial asset, whether as a single item or gsad, is derecognised
when, and only when, the contractual rights to ikecéhe cash flows from
the financial asset expire, or when the Group &wedGompany transfer the
contractual rights to receive cash flows of theafical asset, including
circumstances when the Group and the Company dgtasna collecting

agent of the transferee, and retain no significasits and rewards of
ownership of the financial asset or no continuimgoivement in the control
of the financial asset transferred.

A financial liability is derecognised when, and ymwhen, it is legally
extinguished, which is either when the obligatipedfied in the contract is
discharged or cancelled or expires. A substantiadification of the terms
of an existing financial liability is accounted fas an extinguishment of the
original financial liability and the recognition @& new financial liability.
For this purpose, the Group and the Company considaodification as
substantial if the present value of the revisechdémswvs of the modified
terms discounted at the original effective interast¢ is different by 10% or
more when compared with the carrying amount ofoithginal liability.

Financial assets

For the purpose of subsequent measurement, thepGmodi the Company
classify financial assets at amortised cost (“AdNe classification is based
on the Group’s and the Company’s business modelctig for managing
the financial assets and the contractual cash fitvaracteristics of the
financial instruments.

After initial recognition, the Group and the Compameasure financial
assets at AC. A financial asset is measured attesmadrcost if: (a) it is held
within the Group’s and the Company’s business dhbjedo hold the asset
only to collect contractual cash flows, and (b) domtractual terms of the
financial asset give rise on specified dates td démsws that are solely
payments of principal and interest in principalstanding.

All financial assets are subject to review for innpeent in accordance with
Note 3.7(vii).

Financial liabilities

After initial recognition, the Group and the Companeasure all financial
liabilities at amortised cost using the effectimgerest method.
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3.  SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.7 Financial instruments (continued)

(v)

(vi)

(vii)

Fair value measurement

The fair value of a financial asset or a finandiability is determined by
reference to the quoted market price in an actiaeket, and in the absence
of an observable market price, by a valuation tegheas described in Note
3.18.

Recognition of gains and losses

For financial assets and financial liabilities eadrat amortised cost, interest
income and interest expense are recognised intpoofiloss using the
effective interest method. A gain or loss is redsga in profit or loss only
when the financial asset or financial liability derecognised or impaired,
and through the amortisation process of the instnim

Impairment of financial assets

The Group and the Company apply the expected dastit(“ECL") model
of MFRS 9 to recognise impairment losses of finahassets measured at
amortised cost. Except for trade receivables, enb@th expected credit loss
Is recognised in profit or loss on the date of iagjon or purchase of the
financial assets. At the end of each reportinggagrihe Group and the
Company assess whether there has been a signifincaaase in credit risk
of a financial asset since its initial recognition at the end of the prior
period. Other than for financial assets which anesadered to be of low risk
grade, a lifetime ECL is recognised if there hasrba significant increase in
credit risk since initial recognition. For tradeeg/ables, the Group and the
Company have availed the exception to the 12-m&@h requirement to
recognise only lifetime ECL.

The assessment of whether credit risk has incresigadicantly is based on

quantitative and qualitative information that irgdufinancial evaluation of

the creditworthiness of the debtors or issuershefihstruments, ageing of
receivables, defaults and past due amounts, pgstrierces with the

debtors, current conditions and reasonable foreofstuture economic

conditions. For operational simplifications: (a) E-month ECL s

maintained for financial assets which investmeiidgs that are considered
as low credit risk, irrespective of whether credisk has increased
significantly or not; and (b) credit risk is consrdd to have increase
significantly if payments are more than 180 daystpdue if no other

borrower-specific information is available withautdue cost or effort.
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3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.7

3.8

3.9

Financial instruments (continued)
(vii) Impairment of financial assets (continued)

The ECL is measured using an unbiased and protyaliighted amount

that is determined by evaluating a range of possihitcomes, discounted
for the time value of money and applying reasonadtel supportable
information that is available without undue costeffort at the reporting

date about past events, current conditions, arecést of future economic
conditions. The ECL for a financial asset (whereassd individually) or a
group of financial assets (when assessed colldg)ive measured at the
present value of the probability-weighted expeatash shortfalls over life

of the financial asset or group of financial assé{ken a financial asset is
determined as credit-impaired (based on objectweeace of impairment),

the lifetime ECL is determined individually.

For trade receivable, the lifetime ECL is deterrdire the end of each
reporting period using a provision matrix. For eadfnificant receivable,
individual lifetime ECL is assessed separately. significant receivables
which are not impaired and for all other receivapliey are grouped into
risk classes by type of customers and businessek thtee ageing of the
receivables. Collective lifetime ECLs are deterrdingsing past loss rates,
which are updated for effects of current conditiansl reasonable forecasts
for future economic conditions. In the event tha £conomic or industry
outlook is expected to worsen, the past loss @tesncreased to reflect the
worsening economic conditions.

Cash and cash equivalents

Cash and cash equivalents comprise cash in handemand deposits and other
short-term highly liquid investments that are réadionvertible to a known
amount of cash and are subject to insignificahkt ofschanges in value.

For the purpose of the statements of cash flowsg, @alsh and cash equivalents
are presented net of bank overdrafts and pledgeadisds.

Foreign currencies transactions and balances

Foreign currency monetary assets and liabilitiesteanslated into the functional
currency of the concerned entity of the Group ahdhe Company using the
exchange rates at the reporting date. Gains arsgdoarising from changes in
exchange rates after the date of the transactenreapgnised in profit or loss.

Non-monetary assets and liabilities that are measir terms of historical cost in
a foreign currency are translated at the exchaaigeat the date of the transaction.
Translation differences on non-monetary items #natmeasured at fair value in a
foreign currency are translated using the exchaatgs at the date when the fair
value is determined.

-24 -



| Registration N¢ | 197101000213 (78-V) |

3.  SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
3.10 Equity

Equity instruments are contracts that give a regithierest in the net assets of the
Group and of the Company. Ordinary shares are itlxbsas equity. Equity
instruments are recognised at the amount of precesxived net of costs directly
attributable to the transaction.

(i) Dividend distribution

Dividends are recognised as liabilities when theg declared (i.e. the
dividends are appropriately authorised and no Ipag¢he discretion of the
entity). Typically, dividends are recognised adiliies in the period in
which their distribution is approved at the Shatdas’ Annual General
Meeting. Interim dividends are recognised when paid

(i)  Treasury shares

The cost of treasury shares purchased is showmedution from equity in
the statements of financial position. When treassimares are sold or
reissued, they are credited to equity. As a resuoltgain or loss on treasury
shares is included in profit or loss.

(i) Distribution of assets to owners of the Compay

The Group and the Company measure a liability stridute assets as a
dividend to the owners of the Company at the falug of the assets to be
distributed. The carrying amount of the dividendresneasured at each
reporting period and at the settlement date, witih ehanges recognised
directly in equity as adjustments to the amountthed distribution. On
settlement of the transaction, the Group and theng2my recognise the
difference, if any, between the carrying amounthef assets distributed and
the carrying amount of the liability in profit ards.

3.11 Provisions

Where, at reporting date, the Group and the Compang a present obligation

(legal or constructive) as a result of a past eest it is probable that the Group
and the Company will settle the obligation, a psay is made in the statements
of financial position. Provisions are made usingtbestimates of the amount
required to settle the obligation and are discalimbepresent values using a pre-
tax rate that reflects current market assessmériteedime value of money and

the risks specific to the obligation. Changes itinestes are reflected in profit or

loss in the period they arise.

- 25 -



| Registration N¢ | 197101000213 (78-V) |

3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.12 Employees benefits

(i)

(ii)

(i)

Short-term benefit

Wages, salaries, bonuses and social security batibhs are recognised as
an expense in the year in which the associatedcssnare rendered by
employees of the Group and of the Company. Shon teccumulating
compensated absence such as paid annual leavee@gnised when
services are rendered by employees and short temmaccumulating
compensated absences such as sick leave are restgviien the absences
occur.

Defined contribution plan

As required by law, companies in Malaysia make rtoations to the
Employees’ Provident Fund (“EPF”). The contribuBagre recognised as a
liability after deducting any contribution alreaggid and as an expense in
profit or loss in the period in which the employeader their services. Once
the contributions have been paid, the Group andGbmpany have no
further payment obligations.

Termination benefits

Termination benefits are expensed at the earlieewthe Group and the
Company can no longer withdraw the offer of thosedfits and when the
Group and the Company recognise costs for a restimg. If benefits are
not expected to be settled wholly within 12 montfsthe end of the
reporting period, then they are discounted.

3.13 Revenue recognition

(i)

(ii)

Revenue from contracts with customers

The Group’s and the Company’s revenue comprisesifaaturing of steel
bars and steel billets and transportation and tiogis

Revenue from a sale of manufactured goods andptaiagion and logistics
services are recognised at a point in time wherirabof the goods and
services is passed to the customer, which is thet po time when the
significant risks and rewards are transferred te tustomer and the
transaction has met the probability of inflows andasurement reliability
requirements of MFRS 15.

The Group and the Company measure revenue fronbeaosaoods or a
service transaction at the fair value of the caosrsition received or
receivables, which is usually the invoice pricet olea trade discounts and
volume rebates given to the customer.

Interest income

Interest income is recognised as it accrues udgg dffective interest
method in profit or loss.
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3.  SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
3.14 Borrowing costs

Interest on borrowings to finance the purchase dadelopment of a self-
constructed qualifying asset (i.e. an asset thegssarily takes a substantial period
of time to get ready for its intended use or saejcluded in the cost of the asset
until such time as the assets are substantialyréa use or sale. Such borrowing
costs are capitalised net of any investment incaamed on the temporary
investment of funds that are surplus pending suplerditure.

The capitalisation of borrowing costs as part a¢ tost of a qualifying asset

commences when expenditure for the asset is bamgred, borrowing costs are
being incurred and activities that are necessaprdépare the asset for its intended
use or sale are in progress. Capitalisation ofdwdng costs is suspended or
ceases when substantially all the activities neggst prepare the qualifying

asset for its intended use or sale are interruptedmpleted.

All other borrowing costs are recognised in profitloss in the period in which
they are incurred.

3.15 Income tax

Tax currently payable is calculated using the t@es in force or substantively
enacted at the reporting date. Taxable profit diffeom accounting profit either
because some income and expenses are never taxaeaductible, or because the
time pattern that they are taxable or deductibfieidi between tax law and their
accounting treatment.

Using the statements of financial position lialilimethod, deferred tax is
recognised in respect of all temporary differenbeveen the carrying value of
assets and liabilities in the statements of fin@ngosition and the corresponding
tax base, with the exception of goodwill not dechlet for tax purposes and
temporary differences arising on initial recognitiof assets and liabilities that do
not affect taxable or accounting profit.

Deferred tax is calculated at the tax rates thateaxpected to apply to the period
when the asset is realised or the liability isleditbased on tax rates (and tax
laws) that have been enacted or substantively eddost the reporting date.

Deferred tax assets are recognised only to thenexhat the Group and the
Company consider that it is probable (i.e. morellikhan not) that there will be
sufficient taxable profits available for the assebe utilised within the same tax
jurisdiction.

Unutilised reinvestment allowance being tax incenthat is not a tax base of an
asset, is recognised as a deferred tax asset extéet that it is probable that the
future taxable profits will be available againsg tlinutilised tax incentive can be
utilised.
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3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
3.15 Income tax (continued)

Deferred tax assets and liabilities are offset omigen there is a legally
enforceable right to offset current tax assetsragacurrent tax liabilities, they
relate to the same tax authority and the Grouptstha Company’s intention is to
settle the amounts on a net basis.

The tax expense for the period comprises curremt @eferred tax. Tax is
recognised in profit or loss, except if it arisesni transactions or events that are
recognised in other comprehensive income or dyrantlequity. In this case, the
tax is recognised in other comprehensive income doectly in equity,
respectively. Where tax arises from the initial aogting for a business
combination, it is included in the accounting floe tbusiness combination.

Since the Group is able to control the timing of tleversal of the temporary
difference associated with interests in subsidiang associate, a deferred tax
liability is recognised only when it is probablettthe temporary difference will

reverse in the foreseeable future mainly becausedofidend distribution.

At present, no provision is made for the additidaalthat would be payable if the
subsidiaries in certain countries remitted theafipg because such remittances are
not probable, as the Group intends to retain tineluo finance organic growth
locally. As far as joint arrangements and assogiate concerned, the Group is
not in a position to determine their dividend piglgc As a result, all significant
deferred tax liabilities for all such taxable temgmy differences are recognised.

3.16 Earnings per ordinary share

The Group presents basic and diluted earnings Iparesdata for its ordinary
shares (“EPS”).

Basic EPS is calculated by dividing the profit osd attributable to ordinary
shareholders of the Company by the weighted avemag®er of ordinary shares
outstanding during the period, adjusted for ownrehaeld.

Diluted EPS is determined by adjusting the profitass attributable to ordinary
shareholders and the weighted average number afiasydshares outstanding,
adjusted for own shares held, for the effects bfddltive potential ordinary

shares, which comprise convertible notes and shatrens granted to employees.

3.17 Operating segments

An operating segment is a component of the Group @inthe Company that
engages in business activities from which it maynegevenues and incur
expenses, including revenues and expenses th& tel&ransactions with any of
the Group’s and of the Company’s other componehlisoperating segments’
operating results are reviewed regularly by thee€Cliperating Decision Maker,
which in this case is the Chief Executive Officérttte Group, to make decisions
about resources to be allocated to the segmentoaaskess its performance, and
for which discrete financial information is availab
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.18 Fair value measurement

Fair value is the price that would be receivedelb @ asset or paid to transfer a
liability in an orderly transaction between marketticipants at the measurement
date. When measuring the fair value of an asset lability, the Group and the
Company use market observable data to the extessilpe. If the fair value of an
asset or a liability is not directly observableisitestimated by the Group and the
Company (working closely with external qualified ln@rs) using valuation
techniques that maximise the use of relevant obbévinputs and minimise the
use of unobservable inputs (e.g. by use of the etartmparable approach that
reflects recent transaction prices for similar gemiiscounted cash flow analysis,
or option pricing models refined to reflect theusss specific circumstances).
Inputs used are consistent with the characterisfitse asset/ liability that market
participants would take into account.

Fair values are categorised into different levels ifair value hierarchy based on
the degree to which the inputs to the measuremsmtolservable and the
significance of the inputs to the fair value measugnt in its entirety:

Level 1 fair value measurements are those derifresn quoted prices
(unadjusted) in active markets for identical asseigbilities.

Level 2 fair value measurements are those derivech finputs other than
quoted prices included within Level 1 that are obskle for the asset
or liability, either directly (i.e. as prices) oxdirectly (i.e. derived from
prices).

Level 3 fair value measurements are those derivenh fvaluation techniques
that include inputs for the asset or liability theate not based on
observable market data (unobservable inputs).

Transfers between levels of the fair value hienarate recognised by the Group

and the Company at the end of the reporting pediadng which the change
occurred.
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4.  ADOPTION OF MFRSs, AMENDMENTS TO MFRSs AND INTERPRE TATIONS

4.1

4.2

MFRSs, Amendments to MFRSs and Interpretations addjed

For the preparation of the financial statements fobllowing accounting

standards, amendments and interpretations of theviramework issued by the
MASB are mandatory for the first time for the fircgad year beginning on or after
1 January 2019, except for Amendments to MFRS litlwis not applicable to
the Group and the Company:

¢ MFRS 16Leases

e IC Interpretation 2®ncertainty over Income Tax Treatments

¢ Amendments to MFRS Binancial Instruments (2014) Prepayment Features
with Negative Compensation

e Amendments to MFRS 12Bwestments in Associates and Joint Ventures
Long-term Interest in Associates and Joint Ventures

¢ Amendments to MFRS Business Combinations — Previously Held Intenest i
a Joint Operation (Annual Improvements 2015-201¢l€)y

e Amendments to MFRS 1lthcome Taxes — Income Tax Consequences of
Payments on Financial Instruments Classified as itgqu(Annual
Improvements 2015-2017 Cycle)

¢ Amendments to MFRS 12Borrowing Costs — Borrowing Costs Eligible for
Capitalisation (Annual Improvements 2015-2017 Cycle

¢ Amendments to MFRS 11Bmployee Benefits — Plan Amendment, Curtailment
or Settlement

The adoption of the above-mentioned accountingdstais, amendments and
interpretations have no significant impact on tiharicial statements of the Group
and of the Company other than as disclosed in rioté®e financial statements.

New/ Revised MFRSs, Amendments to MFRSs and Interptations not
adopted

The following are accounting standards, amendmantk interpretations of the
MFRS framework that have been issued by the MASBhaue not been adopted
by the Group and the Company:

Amendments to MFRSs effective for annual periods lggnning on or after 1
January 2020

Amendments to References to the Conceptual FrankeawdFRS Standards

Amendments to MFRS Business Combination — Definition of a Business

Amendments to MFRS 10Rresentation of Financial Statemerdad MFRS
108 Accounting Policies, Changes in Accounting Estimaded Errors —
Definition of Material

Amendments to MFRS %inancial Instruments MFRS 139 Financial
Instruments: Recognition and Measuremeatd MFRS 7 Financial
Instruments: Disclosures — Interest Rate BenchrRaform
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4. ADOPTION OF MFRSs, AMENDMENTS TO MFRSs AND INTERPRE TATIONS
(CONTINUED)

4.2 New/ Revised MFRSs, Amendments to MFRSs and Interptations not
adopted (continued)

Amendments to MFRSs effective date yet to be confired

¢ Amendments to MFRS 1Qonsolidated Financial Statemerdad MFRS 128
Investment in Associates and Joint Ventures — &a@ontribution of Assets
between an Investor and its Associate or Joint Ment

The directors anticipate that the above-mentionemtouanting standards,
amendments and interpretations will be adoptednleyGroup and the Company
when they become effective.

Amendments to MFRS 4nsurance Contracts — Applying MFRS 9 Financial
Instruments with MFRS 4 Insurance Contraatgl MFRS 171nsurance Contracts
have not been taken into consideration because dheynot applicable to the
Group and the Company.

5.  SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGEMENTS

In preparing its financial statements, the Groug e Company have made significant
judgements, estimates and assumptions that impadhe carrying value of certain

assets and liabilities, income and expenses asasadther information reported in the
notes. The Group and the Company periodically neonisuch estimates and

assumptions and makes sure they incorporate aNaet information available at the

date when financial statements are prepared. Hawéhis does not prevent actual
figures differing from estimates.

The judgements made in the process of applyingGhaeup’s and the Company’s

accounting policies that have the most significafiféct on the amounts recognised in
the financial statements, and the estimates andrg®ns that have a significant risk
of causing a material adjustment to the carryingams of assets and liabilities within

the next financial year are addressed below.

(@) Functional currency

The financial statements are prepared in the fanaticurrency of the Group and
of the Company of Ringgit Malaysia, which is therreacy of the primary
economic environment in which the Group and the @amy operate. Factors
considered by management when determining theituradtcurrency include the
competitive forces and regulations affecting thiesarice, the currency used to
acquire raw materials, labour, services and suppl&d sources of financing.
Based on the factors considered, the Group an@ohegpany have determined that
Ringgit Malaysia to be its functional currency.
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5. SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGEMENTS
(CONTINUED)

(b)

(€)

Loss allowances of financial assets

The Group and the Company recognise impairmenesofsr trade receivables
under the expected credit loss model. Individusignificant trade receivables are
tested for impairment separately by estimating ¢hsh flows expected to be
recoverable. All others are grouped into credik ridasses and tested for
impairment collectively, using the Group’s and @empany’s past experience of
loss statistics, ageing of past due amounts arrémueconomic trends. The actual
eventual losses may be different from the allowaneele and this may affect the
Group’s and the Company’s financial positions aesutts (as reflected in Note
11).

Asset impairment tests

A financial asset or a group of financial assetsepthan those categorised at fair
value through profit or loss, are assessed focatdrs of impairment at the end of
each reporting period. Impairment exists only whan Group and the Company
ascertain that a “loss event” affecting the estedatuture cash flows of the
financial asset has occurred. It may not be pasgiblidentify a single, discrete
event that caused the impairment and moreoverteyrdae when a loss event has
occurred might involve the exercise of significartgement.

The amount of impairment loss recognised for fimaressets carried at amortised
cost is the difference between the asset’s carrgmgunt and the present value of
estimated future cash flows, discounted at thamalgffective interest rate.

With regard to equity investments categorised abrésed cost, the Group and
the Company consider those assets to be impaireeh wihere has been a
significant or prolonged decline in the fair valobelow cost. The determination of
what is “significant” or “prolonged” requires sidimant judgement.

The impairment analysis of goodwill and tangibled asther intangible assets
requires an estimation of the value in use of #s&hor the cash-generating unit to
which the assets are allocated. Estimation of #leevin use is primarily based on
discounted cash flow models which require the Grang the Company to make
an estimate of the expected future cash flows fteerasset or the cash-generating
unit and also to choose an appropriate discoumt iratorder to calculate the
present value of the cash flows.
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5. SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGEMENTS
(CONTINUED)

(d)

(e)

(f)

Net realisable value of inventories

Inventories are stated at the lower of cost andreatisable value. The cost of
inventories is written down to their estimated isalle value when their cost may
no longer be recoverable such as when inventoreedamaged or become wholly
or partly obsolete or their selling prices havelided. In any case, the realisable
value represents the best estimate of the recaeeaatount, is based on the most
reliable evidence available at the reporting daite iaherently involves estimates
regarding the future expected realisable value. @Gérechmarks for determining
the amount of write-downs to net realisable valuelude ageing analysis,
technical assessment and subsequent events. lrrajesach an evaluation
process requires significant judgement and may madlye affect the carrying
amount of inventories at the reporting date (aecefd in Note 10).

Fair value measurement

Some of the Group’s and of the Company’s assetdiabitities are measured at
fair value for financial reporting purposes. Inigstting the fair value of an asset
or a liability, the Group and the Company use miadkeservable data to the extent
it is available. Where Level 1 inputs are not aai (e.g. for unquoted
investments), the Group and the Company work cjosaih external qualified
valuers who perform the valuation, based on agrepdropriate valuation
techniques and inputs to the model (e.g. use ofhtaket comparable approach
that reflects recent transaction prices for simiatruments, discounted cash flow
analysis, option pricing models refined to reflethe issuer’s specific
circumstances). Prices determined then by the &k used by the Group and
the Company without adjustment.

Changes in the fair value of assets and liabiliied their causes are quarterly
analysed by the Group’s and the Company’s valuaidgrncommittee of the Board
of Directors. Such valuations require the Group tredCompany to select among
a range of different valuation methodologies anthédke estimates about expected
future cash flows and discount rates.

Deferred tax estimation

Recognition of deferred tax assets and liabilitiegolves making a series of

assumptions. As far as deferred tax assets areenwd; their realisation

ultimately depends on taxable profits being avédlab the future. Deferred tax

assets are recognised only when it is probabletéxable profits will be available

against which the deferred tax asset can be wtibsel it is probable that the entity
will earn sufficient taxable profit in future peds to benefit from a reduction in

tax payments. This involves the Group and the Caompaaking assumptions

within its overall tax-planning activities and patically reassessing them in order
to reflect changed circumstances as well as tawlaggns. Moreover, the

measurement of a deferred tax asset or liabilifjects the manner in which the
entity expects to recover the asset’s carryingevalusettle the liability.
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5.

SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGEMENTS
(CONTINUED)

(9)

(h)

Provisions for liabilities and charges

Provisions can be distinguished from other lialesitbecause there is uncertainty
about the timing or amount of settlement. The nuan@mon provisions recorded
by the Group and the Company arise from obligatians relation to
manufacturer's warranties, refunds, guaranteesroasecontracts, outstanding
litigation and business restructuring.

The recognition and measurement of provisions reqtine Group and the
Company to make significant estimates with regarthé probability (if the event
is more likely than not to occur) that an outflowresources will be required to
settle the obligation and make assumptions whedhegliable estimate can be
made of the amount of the obligation.

Moreover, the Group’s and the Company’s accounpiolicy require recognition
of the best estimate of the amount that would Ilogired to settle an obligation
and the estimate may be based on information tteatuges a range of amounts.
Since the measurement is based on present valuejoiives making estimates
around the appropriate discount rate in order fleaethe risks specific to the
liability.

In particular, as far as restructuring provisiong @oncerned, considerable
judgement is required to determine whether an abhg event has occurred. All
the available evidence must be assessed to detemvtiether a plan is detailed
enough to create a valid expectation of managemecdmmitment to the

restructuring by starting to implement the planaanounce its main features to
those affected by it.

Contingencies

Contingent liabilities of the Group and of the Canp are not recognised but
disclosed, unless the possibility of an outflowre$ources embodying economic
benefits is remote.

Contingent liabilities represent possible obligatidhat arise from past events and
whose existence will be confirmed only by the ocence or non-occurrence of
one or more uncertain future events not wholly witthe control of the entity.
They are not recognised because it is not probthalean outflow of resources
will be required to settle the obligation and timecaint of the obligation cannot be
measured with sufficient reliability.

Inevitably, the determination that the possibilttyat an outflow of resources
embodying economic benefits is remote and thabteeirrence or non-occurrence
of one or more uncertain future events is not whalithin the control of the
Group and of the Company require significant judgem
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5.

SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGEMENTS
(CONTINUED)

(i)

@)

(k)

()

(m)

Depreciation of plant and equipment

The cost of an item of plant and equipment is dgpted on a straight-line
method over their useful lives. Management estimtte useful lives of the plant
and equipment as stated in Note 3.3. These are oantifa expectancies applied
in the industries. Changes in the expected levelusdge and technological
developments could impact the economic useful lmed the residual values of
these assets, therefore future depreciation chamed be revised.

Income taxes

Significant judgement is involved in determining throvision for income taxes.
There are certain transactions and computationswioich the ultimate tax

determination is uncertain during the ordinary seunf business. Where the final
tax outcome of these matters is different from #meounts that were initially

recognised, such differences will impact the incotag and deferred tax

provisions in the period in which such determinai®made.

Classification of financial assets

The Group and the Company use its business modettoles as a basis to
classify financial assets for subsequent measurendine objectives of the
Group and of the Company in managing investmentsequity and debt

instruments include those held for trading, mangdor fair value changes and
managing to collect contractual cash flows thatsalely payments of principal

and interest on principal. Management uses its gadmt to determine the
classification of each investment at the date ofcipase on the basis of the
Group’s and of the Company’s business model objestilnvestment in the same
debt or equity instruments need not necessarilgldssified in the same category
for subsequent measurement.

Quantities and valuation of scrap metals

The Group and the Company appoint independenttifyanirveyor to determine

the quantities of its scrap metals at the end effitrancial year. The directors at
the advice of the appointed quantity surveyor @gett judgement and made
assumptions in the selection and deployment of et suitable valuation

techniques in ensuing quantities determination.

Measurement of lease liabilities and right-of-se assets

The measurement of a lease liability and the cpaeding right-of-use asset
includes in-substance fixed payments, estimatésaske term, option to purchase,
payments under residual value guarantee and pen&tti early termination. The
actual payments may not coincide with these estimmathe Group and the
Company reassess the lease liability for any changie estimates and any
corresponding adjustment will be made to the rigfhtise asset.
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6.

PROPERTY, PLANT AND EQUIPMENT

Group

Carrying amount

At 1 Januarn201¢
Additions

Disposas

Written off
Revaluation resen
Reclasification
Depreciation charg

At 31 December 2019

At 31 December 2019
Cos/ Revaluatio

Accumulated depreciati

Carrying amour

Plant and
machinery,
electrical
Right-of-use installation, Office
Freehold assets - factory and equipment, Capital
land and Leasehold land electrical Motor furniture and work-in-
buildings and buildings equipment vehicles fittings progress Total
RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
63 115,50: 510,29: 3,74 804 61 630,46:
- 61t 62,242 854 304 - 64,01t
- - - (105 - - (105
- - - (99) - - (99)
45 76,60« - - - - 76,64
- - 61 - - (61) -
- (3,188 (26,029) (990 (259) - (30,461
10¢ 189,53 546,56! 3,402 854 - 740,46.
21¢ 215,84 902,30t 8,33 4,44¢ - 1,131,14
(110 (26,308 (355,743 (4,930 (3,595 - (390,6¢6)
10¢ 189,53 546,56! 3,402 854 - 740,46.
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6.

PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

Company

Carrying amount

At 1 Januarn201¢
Additions

Disposas

Written off
Revaluation resen
Reclasification
Depreciation charg

At 31 December 2019

At 31 December 2019
Cos/ Revaluatio

Accumulated depreciati

Carrying amour

Plant and
machinery,
electrical
Right-of-use installation, Office
Freehold assets - factory and equipment, Capital
land and Leasehold land electrical Motor furniture and work-in-
buildings and buildings equipment vehicles fittings progress Total
RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
63 115,50: 510,29: 1,317 804 61 628,03
- 615 62,242 46E 304 - 63,62¢
- - - (105 - - (105
- - - (99) - - (99)
45 76,60« - - - - 76,64
- - 61 - - (61) -
- (3,188 (26,029) (401 (259) - (29,872
10¢ 189,53 546,56! 1,175 854 - 738,23
21¢ 215,84 902,30t 5,19/ 4,44¢ - 1,128,011
(110 (26,308 (355,743 (4,017 (3,595 - (389,773
10¢ 189,53 546,56! 1,175 854 - 738,23
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6. PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

Group

Carrying amount

At 1 Januan201¢
Additions

Disposal

Depieciaticn charg

At 31 December 2018

At 31 December 2018
Cos/ Revaluatio
Accumulaed depreciatic
Carrying amour

Plant and
machinery,
electrical
Right-of-use installation, Office
Freehold assets - factory and equipment, Capital
land and Leasehold land electrical Motor furniture and work-in-
buildings and buildings equipment vehicles fittings progress Total
RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
65 118,45: 476,38 1,04¢ 75C - 596,69
- - 58,60¢ 3,48( 267 61 62,41«
- - - (7) - - (7)
(2) (2,949 (24,698 (779 (213 - (28,641
63 115,50: 510,29: 3,74 804 61 630,46.
172 146,08( 840,00t 7,911 4,14k 61 998,37t
(110 (30578 (329,715 (4,1€9) (3,341 - (367,913
63 115,50: 510,29: 3,74 804 61 630,46:
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6. PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

Company

Carrying amount

At 1 lanuary201¢
Additions

Disposa

Depreciation charg

At 31 December 2018

At 31 December 2018
Cos/ Revaluatio
Accumulated depreciati
Carrying amour

Plant and
machinery,
electrical
Right-of-use installation, Office
Freehold assets - factory and equipment, Capital
land and Leasehold land electrical Motor furniture and work-in-
buildings and buildings equipment vehicles fittings progress Total
RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
65 118,45: 476,38 1,04¢ 75C 596,69
- - 58,60¢ 731 267 61 59,66:
- - - (7) - (7)
(2) (2,949 (24,6<8) (455) (213 (28,317
63 115,50z 510,29: 1,315 804 61 628,08
172 146,08( 840,00t 5,1€2 4,14k 61 995,6:7
(110) (30,578 (329,75) (3,845) (3,341 (367,589)
63 115,50: 510,29: 1,315 804 61 628,03¢
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6.

PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

(@)

(b)

(€)

(d)

Carrying amounts of property, plant and equipmeid linder lease arrangements
are as follows:

Group Company
2019 2018 2019 2018
RM’000 RM’000 RM’000 RM’000
Plantand machinel 16,87¢ 33¢€ 16,87¢ 33¢€
Motor vehicles 3,327 3,63¢ 1,101 1,21«
20,20: 3,97¢ 17,97¢ 1,55(C

The carrying amounts of property, plant andigaent charged as securities for
borrowing as disclosed in Note 19 are as follows:

Group and Company

2019 2018

RM’000 RM’000
Leasehol land and building 188,91¢ 115,50:
Plant and machine 511,31 472,34
700,23( 587,85l

The leasehold land of the Group and of the Compeawe unexpired periods of
lease of 48 to 92 years (2018: 49 to 93 years).

Included in property, plant and equipment of theuprand of the Company are
right-of-use assets amounting to RM188,918 (20181E5,502).

INVESTMENT IN SUBSIDIARY

Company
2019 2018
RM’000 RM’000
Unquoted sharest cos 50C 50C

The details of the subsidiary, of which is incomged in Malaysia, are as follows:

Interest in
equity held
by the Company
Name of company 2019 2018 Principal activities
% %
MS Express Sdn. Bhd. 100 100 Transportation and
logistic
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INVESTMENT IN ASSOCIATE

Group Company
2019 2018 2019 2018
RM’000 RM’000 RM’000 RM’000
Unquoted shares, at ¢
At beginning of the ye: 6,141 6,30z 6,13( 6,29¢
Share of accumulated
post-acquisition gains/
(losses 387 (161 - -
Reversal of impairment
of investmer - - 387 -
Impairment of investme - - - (164
At end of the ye 6,528 6,141 6,517 6,13(
Interest in
equity held
by the Company
Name of company 2019 2018 Principal activities
% %
Bio Molecular Industries  48.25 48.25 Manufacturing, research and
Sdn. Bhd. development of radioisotopes and

radiopharmaceuticals produ

The associate was incorporated in Malaysia andedithy a firm of auditors other than
RSM Malaysia.

Summarised financial information of associate, rafjusted for the percentage
ownership held by the Group:

Effective Profit/ Total Total
ownership Revenue (loss) assets liabilities
interest (100%) (100%) (100%) (100%)
% RM’000 RM’000 RM’000 RM’000
201¢ 48.2¢ 8,29¢ 804 29,04 15,53¢
201¢ 48.2¢ 5,93¢ (340 28,11¢ 15,41
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DEFERRED TAX ASSETS/ (LIABILITIES)

Group
Assets Liabilities Net
2019 RM’000 RM’000 RM’000
At 1 Januar - (9,603 (9,603
Recognised in profit or loss
(Note 27) 3,7¢3 9,55¢ 13,48
At 31 Decembe 3,793 (47 3,746€
2018
At 1 Januar - (11,969 (11,969
Recognised in profit or loss
(Note 27) - 2,36¢ 2,36¢
At 31 Deembe - (9,603 (9,603
Company
2019 2018
Liabilities Liabilities
RM’000 RM’000
At 1 Januar (9,603 (11,969
Recognised in profit or loss
(Note 27) 13,39¢ 2,36¢
At 31 Decembe 3,79:¢ (9,603
Group Company
201¢ 201¢ 201¢
RM’000 RM’000 RM’000

Presented after
appropriate offsetting
as follows

Deferred tax asse 88,03¢ 82,29¢ 88,03¢ 82,29¢
Deferred tax liabilitie (84,293 (91,898 (84,246 (91,898

3,746 (9,603 3,79¢ (9,609
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9. DEFERRED TAX ASSETS/ (LIABILITIES) (CONTINUED)

The components and movements of deferred tax asseisliabilities during the
financial year prior to offsetting are as follows:

Deferred tax assets of the Group and of the Company

Unutilised
Other capital
deductible allowance and
temporary reinvestment
differences allowance Total
RM’000 RM’000 RM’000
At 1 January 201 7,04¢ 75,24 82,29t
Recognised in profit or lo 5,774 (30) 5,744
At 31 December01¢ 12,82: 75,217 88,03¢
At 1 Janury 201¢ 1,48¢ 68,01¢ 69505
Recognised in profit or lo 5,56( 7,232 12,79:
At 31 December 20: 7,04¢ 75,24 82,29t

Deferred tax liabilities of the Group and of the Canpany:

Group and
Group Company Company

2019 2019 2018

RM’000 RM’000 RM’000

Excess of capital allowances
over depreciation

At 1 Januar (91,898 (91,898 (81,472
Recognised in profit or lo 7,€05 7,652 (10,426
At 31 Decembe (84,293) (84,246 (91,898
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10.

11.

INVENTORIES
Group and Company
2019 2018
RM’000 RM’000
At cost
Raw material 466,22. 432,21
Goods in trans 2,13 4,05¢
468,35¢ 436,27!
At net realisable value
Finished gooc 73,29¢ 70,17«
Impairment of inventorie (8,275 (6,970
65,02( 63,20¢
533,37¢ 499,47¢
Recognised in profor loss
Inventories recognised as cost of s 1,142,50 1,410,80!
Impairment on inventorit 1,30¢ 4,59
TRADE AND OTHER RECEIVABLES
Group Company
201¢ 201¢ 201¢ 201¢
RM’000 RM’000 RM’000 RM’000
Trade receivable:
Third partie: 164,30€ 136,13: 164,306 136,13:
Other receivables
Due (to)/from subsidiay - - (8) 34
Due from associa 90C 87¢ 90C 87t
Deposit: 16C 17€ 15¢ 174
Sundry receivabs and
prepayment 3,234 24,96¢ 3,12¢ 24,79«
4,29« 26,02( 4,17¢ 25,87"
168,60( 162,15 168,48: 162,01

The normal trade credit terms of the Group anchef@ompany ranged from 30 to 180
days (2018: 30 to 180 days). The amount due frdssidiary companies represent non-
trade advances, are unsecured, interest free pagialele on demand. The amount due
from associate company consists of unsecured @ole-tadvances which bear interest
rate of 3.55% (2018: 3.55%) per annum and is rdgayan demand.

Trade and other receivables of the Group and ofGbmpany are denominated in
Ringgit Malaysia. Hence, there is no exposure teiffm currency risk.
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11. TRADE AND OTHER RECEIVABLES (CONTINUED)
The ageing analysis of the trade receivables islksvs:

Group and Company

2019 2018
RM’'000 RM’000
Neither past due nor impait 164,07¢ 136,12:
Past due, not impair
- 1 to 30 days past due, not impa 10€ 5
- 31 to 60 ays past due, not impait 122 7
164,30t 136,13¢

The balance of receivables that are past due huimpaired are unsecured in nature.
The management is confident that the remainingivabkes are recoverable as these
accounts are still active.

12. OTHER INVESTMENT

Group and Company

2019 2018
RM’000 RM’'000
Financialinstitutior - 3,00(

13. FIXED DEPOSITS WITH LICENSED BANKS

The interest rates of deposits that were effectiseat the financial year end are as

follows:
Group and Company
2019 2018
% per % per
annum annum
Deposits with Icensed banl 2.10- 3.5C 2.40- 3.6(

Deposits of the Group and of the Company are umedcand have an average maturity
period of between 2 days and 6 months (2018: bet®ekays and 3 months).

-45 -



| Registration N¢ | 19710100023 (787¢V) |

14.

15.

SHARE CAPITAL

Group and Company

2019 2018
RM’000 RM’000

Issued and fully pa
At 1 January 427,239,831 (2018: 315,630,843)

ordinary share 230,09 221,47
Issuance of 8,800,000 (2018: 4,800,000) ordinary

shares nder private placeme 3,21¢€ 7,21(C
Share subscription mone receivec
Issuance onil (2018: 106,808,988) bonus she - 1,01z
Transfer from share premium and capital reserves

in accordance with Section 618(2) of Companies

Act 201¢ - 40C
At 31 December 436,039,831 (2018: 427,239,831)

ordinary share 233,31( 230,09«

During the financial year, the Company increasedssued and paid-up share capital
from RM230,094,000 to RM233,310,000 by issuanc8&,800,000 ordinary shares via
private placement to eligible investors for a taash consideration of RM3,216,000 to
fund the Company’s investment.

The new ordinary shares issued during the finaryaal rank pari-passu in all respects
with the existing ordinary shares of the Company.

# Included in share capital is capital reserves wtiog to RM997,000 (2018:
RM997,000).

The holders of ordinary shares are entitled toiveceividend as declared from time to
time, and are entitled to one vote per share atting=e of the Company and rank
equally with reference shareholders with regardh®® Company’s residual assets. In
respect of the Company’s treasury shares held dZthmpany (see Note 16), all rights
are suspended until those shares are reissued.

SUBSCRIPTION MONEY RECEIVED

The Company had on 31 December 2019 received tyv&Bscription Notices from
the investor for the subscription of Company’s skaat a subscription price of RM0.38.
The subscription price represents a discount tateeage of the daily volume weighted
average market prices of Company’s shares duriad tbonsecutive Trading Days and
such shares will be listed and quoted on Main Maok&ursa Securities.

The Subscription Completion Date of both SubsaiptNotices is 3 January 2020
(Note 38 (a)).

- 46 -



| Registration N¢ | 19710100023 (787¢V) |

16.

17.

TREASURY SHARES

Group and Company

2019 2018
RM’000 RM’000

At cost
At 1 Januar (1,199 (313
Acquired during the financial ye (125 (886
At 31 Decembe (1,324 (1,199

The directors of the Company are committed to eohdne value of the Company to its
shareholders and believe that the repurchase plarbe applied in the interest of the
Company and its shareholders. The repurchase ttmsswere financed by internally
generated funds. The shares repurchased are beltg$ treasury shares as allowed
under Section 127 of the Companies Act 2016. Theg@2amy has the right to cancel
these treasury shares, distribute these treasuayeshas share dividends to the
shareholders and/ or resell these treasury sharédbeoBursa Malaysia. As treasury
shares, the rights attached as to voting, dividemdisparticipation in other distribution
are suspended.

During the financial year, the Company repurchatedhares totaling 294,000 (2018:
1,381,000) ordinary shares as follows:

Date Shares repurchased Purchase price (RM)
03.01.201 133,00t 0.3¢
07.01.201 109,00( 0.4¢€
10.01.201 52,00( 0.47

In year 2018, the Company had resold 423,800 trgashares in the open market. The
average carrying value of the treasury shares W3.R39 per share.

At the financial year end, the number of outstagdihares in issue after setting off the
treasury shares against equity was 435,745,838(225,858,831).

Capital reserve

The capital reserve comprises of capital redemptserves arising from gain on resold
of treasury shares. In accordance with Section @&1he Companies Act 2016, any
amount standing to the credit of the capital red@mpeserve account has become part
of the Company’s share capital. Accordingly, theitzd redemption reserve has been
transferred and become part of the Company’s stegial.

RETAINED EARNINGS

The entire retained earnings are distributable lay wf single-tier dividends. These
dividends if so declared are tax exempt in the baridhe shareholders.
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18.

19.

LEASE LIABILITIES

Group Company
2019 2019
RM’000 RM’000
Current 3,27z 2,60¢
Non-curren 11,85. 10,17(
15,129 12,774
Minimum lease paymen
- not later than one (1) year 4,336 3,553
- later than one (1)ear bu not laterthantwo (2) year: 4,19 3,413
- later thartwo (2) yeas but not laterthan five (5) yea 9,26¢ 8,22¢
17,79« 15,19:
Less: Futurdinance charge (2,665 (2,418
Present value of lealiabilities 15,128 12,774
Present alue of lease liabities
- not laterthan one (1) ye. 3,27: 2,60¢
- later than one (1) year t not laterthantwo (2) year: 3,40¢ 2,70¢
- later thartwo (2) yeas but not laterthan five (5) yeal 8,45( 7,46¢
15,12¢ 12,77«

The lease liabilities bear interest rate ranginngii2.41% - 4.48% per annum.

BORROWINGS
Group Company
2019 2018 2019 2018
RM’000 RM’000 RM’000 RM’000
Current liabilities
Bank overdraft 2,00C - 2,000 -
Bill payable 317,470 239,95! 317,47C 239,95:
Finance lease
liabilities - 964 - 426
Terms loan 12,28: 2,28: 12,28: 2,28:
331,75% 243,20 331,75¢ 242,662
Non-current
liabilities
Revolving cred| 10,00( 10,00( 10,00( 10,00(
Finance lease
liabilities - 2,81: - 812
Term loan 121,71z 133,99¢ 121,712 133,99t
131,71 146809 131,71: 144,8(8
463,46! 39000¢ 463,46! 387,47(
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19. BORROWINGS (CONTINUED)

Group Company
2019 2018 2019 2018
RM’'000 RM’'000 RM’'000 RM’'000
Total borrowings
Bank overdraft 2,00C - 2,00C -
Bill payable 317,47( 239,95! 317,47( 239,95:
Revolving cred| 10,00( 10,00( 10,00( 10,00(
Finance lease
liabilities - 3,777 - 1,23¢
Term loan 133,€95 136279 133,€95 136,2°9
463,46" 39000¢ 463,465 387,47(

The bank overdraft facilities are repayable on deinand bear interest ranging from
to 5.10% to 8.10% (2018: 5.45% to 8.10%) per annum.

The bill payable facilities are repayable within012180 days and bear interest rates
ranging from 3.34% to 6.35% (2018: 3.74% to 6.4%%1) annum. Certain bill payable
facilities are secured by a third-party security.

The revolving credit facilities are repayable onntidy basis and bear interest rates at
5.06% and 5.25% (2018: 5.21% and 5.25%) per annum.

In 2018, the finance lease liabilities bear interates ranging from 2.41% to 5.82% per
annum.

The term loans bear interest rate at 8.45% (20139 to 8.85%) per annum and is
repayable on quarterly basis through number oalmsnts and commencement date as

below:

Number of

instalments Commencement date
Term loan * 16 Septembe 2015
Term loan I** 12 Novembei201¢
Term loan Il 4(0 Novembei201¢

* The erm loan hid been settled oDecembe 2018.
**The 'erm lcan had been settled on November 2
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19. BORROWINGS (CONTINUED)
The bills payable, revolving credit and term loans secured by the following:

(@) Negative pledge;

(b) Debentures over certain property, plant andpegent of the Company; and

(c) First fixed charge over all leasehold land dndldings of the Company, as
disclosed in Note 6.

Group Company
2019 2018 2019 2018
RM’000 RM’000 RM'000 RM’000
Bank borrowings excluding
finance leas liabilities
Repayment term

- not later than one (1) ye 331,75¢ 242,26 331,75¢ 242,26
- later than one (1) year but
not later than two (2) yee 31,71z 2,23 31,71z 2,23
- later than two (2) years but
not later than five¢(5) year: 100,00C 141,71 100,00C 141,73
463,465 386,23. 463,465 386,23.

Finance lease liabilitit
Minimum lease paymen

- not later than one (1) ye - 1,14¢ - 48(
- later than one (1) year but

not later than two (2) \ars - 1,06 - 40z
- later than two (2) years but

not later than five (5) yee - 1,961 - 43C
- later than five (5) yea - 3C - 3C

4,20¢ 1,342

Less: Future finance charges

on finance leas - (426 - (104
Present value of finance

lease labilities - 3,771 - 1,23¢
Present value of finance lee

liabilities
- not later than one (1) ye - 964 - 426
- later than one (1) year but

not later than two (2) yee - 945 - 375
- later than two (2) years but

not leter than five (5) yea - 1,84C - 409
- later than five (5) yea - 28 - 28

- 3,771 - 1,23¢

With the adoption of MFRS 1Beasesfinance lease liabilities were reclassified from
borrowings to lease liabilities with effect fromJanuary 2019.
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20. TRADE AND OTHER PAYABLES

Group Company
2019 2018 2019 2018
RM’000 RM’000 RM’000 RM’000
Trade payables
Third parties 201,460 171,682 203,908 173,017
Other payables
Sundry payable 99 52 99 52
Accruals 27,860 31,030 27,786 30,931
229,419 202,764 231,793 204,000

The normal trade credit terms of the Group anchefCompany range from 30 to 180
days (2018: 30 to 180 days).

The currency exposure profile of trade and othgapkes are as follows:

Group and Company

2019 2018
RM’000 RM’000
United States Dollars 38,472 35,705
Chinese Yuan Renminbi 814 927
Euro 24,657 -
At 31 December 63,943 36,632

21. TRADE DEPOSITS

The Group and the Company have entered into sedehznce Payment and Supply
Agreements (“Agreements”) with a foreign tradinguke, Cargill International Trading
Pte. Ltd. (“Cargill”) since 30 April 2013.

The terms and conditions as stated in the Agreesraetas follows:

(i) The Group and the Company have granted Caagilbption to buy steel billets
from the Group and the Company for a period of taheontracted amounts stated
in the Agreements. The Group and the Company aarezl to make an offer to
Cargill of a variable quantity of steel billets gilmmodity”) at contracted amount
not later than 30 business days before maturity di@ted in the Agreements. The
Group and the Company shall physically deliver tequired quantity of the
commodity based on the contracted amount if ther aéfaccepted.
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21. TRADE DEPOSITS (CONTINUED)

22.

The terms and conditions as stated in the Agreesraetas follows (continued):

(i) In consideration of the Group’s and of the Gmany’s agreement to deliver the
commodity, Cargill agreed to make advance paymapis request by the Group
and the Company. If Cargill does not accept therafh purchase the steel billets
upon the maturity date, the Group and the Comp&ayl sepay to Cargill the
advance payment amount by cash in lieu of a dgliseéthe commodity.

(i) The difference between the disbursement amaeceived and the contracted
amount is the advance payment discount/charge.

As at 31 December 2019, there were 5 (2018: 6) é&gsnts pending execution.
Included in trade deposits was 100% (2018: 100%)anke deposits with Cargill.
As at 31 December 2019, there has been no (20}&rtially executed) Agreement

being executed. The total amounts transacted wéré20l18: USD2,281,536) which
equivalent to Nil (2018: RM9,468,850).

Included in the Group’s and Company’s trade depoaite balances denominated in
United States Dollars of USD 20,300,000 (equivalémt RM80,250,345) (2018:
USD30,625,000) (equivalent to RM116,843,076).

During the financial year, the advance payment alist/charge incurred are as
follows:-

Group and Company

2019 2018
RM’000 RM’000
Advance payment discoul - 63t
Advance payment charg 9,25¢ 7,05]
9,25¢ 7,68¢
REVENUE
Group and Company
2019 2018
RM’000 RM’000
Revenue from contracts with custom
- Sales of manufactured go 1,195,301 1,496,85.
Timing of revenu
- At a point in tim 1,195,30! 1,4%6,85:
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23. PROFIT FROM OPERATIONS

Group Company
2019 2018 2019 2018
RM’000 RM’000 RM’000 RM’000
Profit from operations is
arrived at after charging/
(crediting:
Auditors’ remuneratio
- Statutory aud 147 147 14C 14C
- other service 8 8 8 8
Depreciation of property, plant
and «qquipment 30,4¢€1 28,64: 29,87 28,31"
(Reversal of)/Impairment loss
on investment in associi - - (387 164
Impairment on inventori 1,30¢ 4,59: 1,30¢ 4,59:
Loss on property, plant and
equipment vitten off 9¢ - 9¢ -
Rental of equipmer 4,274 3,92( 4,27¢ 3,92(
Rental of premise 39¢ 83¢ 39¢ 83¢
Staff costs (Note4) 44,87 47,60¢ 43,63 46,95¢
Realised foreign exchange
loss/ (gain 56 (6,106 56 (6,106
Unrealised foreign exchange
(gain)/ loss (2,968 6,16¢ (2,968 6,16¢
Fixed deposits interest incor (44¢) (602) (44¢) (602)
Loss/ (Gain) on disposal of
property, plant and
equipment 9 (4) 9 (4)
Net gains and losses arising from financial inseuts:
Group Company
2019 2018 2019 2018
RM’000 RM’000 RM'000 RM'000
Net gains/ (losses) on:
Financial assets measured at
amortised co 446 602 44¢€ 60z
Financial liabilities measured
at amortised cst (19,746 (15,810 (19,614 (15,729
(19,300) (15,208) (19,168) (15,127)
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24. STAFF COSTS

Group Company
2019 2018 2019 2018
RM’000 RM’000 RM’000 RM’000
Salaries, bonus, allowances

and overtim 42,31 45,09¢ 41,23 44,49¢
Employees Provident Fu 2,067 2,141 1,93( 2,10(
Social security co:s 31¢E 21¢ 29¢ 21%
Other benefit 178 151 168 14¢
44 877 47,60¢ 43,63 46,95¢

Included in staff costs of the Group and of the @any are directors’ remuneration as
disclosed in Note 25.

25. DIRECTORS’ REMUNERATION

Group and Company

2019 2018
Directors of the Company RM’000 RM’000
Executive
Salaries and other emolume 2,16: 2,82¢
Fee: 76 10z
Allowance: 57 58
2,29¢ 2,98:
Non-executive
Fee: 76 111
Allowance: 34¢ 32¢
422 44(
Totel executive directs’ remuneratio 2,29¢ 2,98:
Total nor-executive directors’ remunerati 427 44(
Grand tote 2,71¢ 3,42:

The number of directors of the Company whose taaduneration during the year fall
within the following bands are analysed below:

Number of Directors
2019 2018
RM’000 RM’000

Executive directors:
Less than RM50,0(
RM200,001- RM250,00(
RM350,001- RM400,00(
RM450,001- RM500,00(
RM500,001- RM550,00(
RM650,0(1 - RM700,00(
RM1,2(0,001- RM1,250,00:!
RM1,600,001- RM1,650,001
Total executive directo

N I N I =y S
N I = O
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25.

26.

27.

DIRECTORS’ REMUNERATION (CONTINUED)

Non-executive directors:
RM50,001- RM100,00(

RM100,001- RM150,00(
RM150,001- RM200,00(

Total nor-executive directo

Total executive and n~executive directo

FINANCE COSTS

Recognised in pfit or loss

Interest expenses of
financial liabilities
measured at amortised
cost

- bill payable

- bank overdrafts and

revolving credi

- finance leas

- term loan

TAX CREDIT

Current financial ye:
Income tax expen
Deferred ta income

Under/ (Over) provision in
prior financial yeal

Income tax expen

Deferred tax income/
(expens)

Number of Directors

2019 2018
RM'000 RM'000
3 2
- 1
1 1
4 4
8 8
Group Company
2019 2018 2019 2018
RM’000 RM’000 RM’000 RM’000
14,43¢ 11,91¢ 14,43¢ 11,91¢
57¢€ 54¢ 57¢ 54¢
707 15C 575 69
6,93¢ 3,134 6,93¢ 3,13¢
22,658 15,74 22,526 15,66¢
Group Company
2019 2018 2019 2018
RM’000 RM’000 RM’000 RM’000
540 1,17¢ 5¢ 1,17¢
(13,380 (1,103 (13,40) (1,103
(12,844) 75 (13,349) 75
414 (679 23 (679
37 (1,263 11 (1,263
451 (1,942 34 (1,947)
(12,3%5) (1,867 (13,314 (1,867
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27. TAX CREDIT (CONTINUED)

28.

The reconciliation between the tax expense on Ylqge®fit before taxation with the
applicable statutory tax rate of the Group anchef€ompany are as follows:

Group Company
2019 2018 2019 2018
RM’000 RM’000 RM’000 RM’000

(Loss)/ Profit before taxatic  (20,721) 4,83¢ (22,244 2,66(

Tax at Malaysia statutory t
rate of 24% (2018: 249 (4,973) 1,161 (5,339 638

Tax effect in respd of:

Expenses not deductik for

tax purposes 7,12¢ 1,52¢ 6,99:< 2,04¢
Utilisation of capital

allowance (15,002 - (15,002 -
Utilisation of reinvestment

allowance - (2,611 - (2,611
Tax expenseor the yee (12,846 75 (13,349 75

Subject to agreement with the Inland Revenue Botirel, Company has unutilised
reinvestment allowances of approximately RM313,806, (2018: RM313,405,000)
which are available to set off against future ckalde income up to the year of
assessment 2025.

For year of assessment (YA) 2019, unabsorbed tsefocan only be carried forward
for a maximum period of 7 consecutive YAs to bdisgd against income from any
business sources. Unabsorbed tax losses of RM40@1Arom YA 2019 can be

utilised for another 7 YAs will be disregarded i 2027.

PURCHASE OF PROPERTY, PLANT AND EQUIPMENT

During the financial year, the Group and the Conypaoquired property, plant and
equipment satisfied as follows:

Group Company
2019 2018 2019 2018
RM’000 RM’000 RM’000 RM’000
Lease arrangemer 13,43’ 3,281 13,04¢ 532
Cash paymen 50,57¢ 59,133 50,57¢ 59,133
64,015 62,41« 63,62€ 59,66¢
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29. (LOSS)/ EARNINGS PER SHARE
(@) Basic (loss)/ earnings per share
The basic (loss)/ earnings per ordinary share @fGhoup is calculated based on

the (loss)/ profit attributable to owners of ordyahareholders divided by the
weighted average number of shares in issue.

2019 2018
RM’000 RM’000
(Loss)/ Profit attributable to owners of ordinary
shareholdel (8,326) 6,70t
Weighted average number of ordinary shares in
ISSue 426,34¢ 425,49:
Basic(loss). earnings per share (s (1.95 1.5¢

(b) Diluted (loss)/ earnings per share

There was no dilutive potential ordinary shareaté®l December 2019.
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30. FINANCIAL RISK MANAGEMENT POLICIES

The Group’s and the Company’s financial risk managet policy seeks to ensure that
adequate financial resources are available fodévelopment of the Group’s and of the
Company’s businesses whilst managing its risks.Bterd reviews and agrees policies
for managing each of these risks and they are suis@dabelow. It is, and has been
throughout the year under review, the Group’s &edd@ompany’s policy that no trading
in derivative financial instruments shall be undken.

The main areas of financial risks faced by the @rand the Company and the policy in
respect of the major areas of treasury activitysateout as follows:

(@)

Interest rate risk

Cash flow interest rate risk is the risk that thiufe cash flows of a financial
instrument will fluctuate because of changes inkatamterest rates. Fair value
interest rate risk is the risk that the value dinancial instrument will fluctuate

due to changes in market interest rates. As theigsamd the Company have no
significant interest-bearing financial assets, tBeoup’s and the Company’s
income and operating cash flows are substanti@tiependent of changes in
market interest rates. The Group’s and the Comgamgéerest-bearing financial
assets are mainly short term in nature and have beestly placed in fixed

deposits or occasionally, in short term commernaégders.

The Group’s and the Company’s interest rate riskearprimarily from interest-
bearing borrowings. The Group’s and the Companydicp is to borrow
principally on the floating rate basis but to retai proportion of fixed rate debt.
The objectives for the mix between fixed and flogtrate borrowings are set to
reduce the impact of an upward change in inteegssrwhile enabling benefits to
be enjoyed if interest rate fall.

Interest rate sensitivity analysis
() Fair value sensitivity analysis for fixed rateinstrument

The Group and the Company do not account for axgdfirate financial

liabilities at “fair value through profit or lossand does not designate
derivatives as hedging instrument under fair vahsdge accounting
method. Therefore, a change in interest rate atetitk of the reporting

period would not affect profit or loss substantiall

(i) Interest rate risk sensitivity analysis

The Group’s and the Company’s floating rate borrmsi in RM are
exposed to variability in future interest paymenifsthe Bank's Base
Lending Rate were to increase/ decrease by 1%,oilldvimpact the
Group’s and the Company’s profit by approximateAR634,650 (2018:
RM3,862,000).
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30. FINANCIAL RISK MANAGEMENT POLICIES (CONTINUED)
(b) Credit risk

The Group’s and the Company’s credit risk is prifgaattributable to trade

receivables. The Group and the Company trade onith wecognised and
creditworthy third parties. It is the Group’s arttetCompany’s policy that all
customers who wish to trade on credit terms argesulio credit verification

procedures. In addition, receivable balances argitored on an ongoing basis
and the Group’s and the Company’s exposure to keatsds not significant. For
transactions that are not denominated in the fanati currency of the relevant
operating unit, the Group and the Company do nier aredit terms without the
specific approval of the Head of Credit Controln& the Group and the
Company trade only with recognised and creditwotthiyd parties, there is no
requirement for collateral.

When an account is more than 180 days past dueyrdidé risk is considered to
have increased significantly since the initial ggaition. The Group identifies as a
default account if it is more than 180 days past duod the customer is having
significant financial difficulties (analysed by &ncial measures of reported losses,
negative cash flows, and qualitative evaluatiohef customer’s characteristics).
The Group classifies an impaired receivable whetustomer is in default, in
liquidation or other financial reorganisation.

For each significant receivable that is credit-imgad, individual lifetime ECL is
recognised using the probability of default teclweigThe inputs used are: (i) the
percent chance of default, and (ii) the expectedh cdortfalls. The lifetime ECL
is measured at the probability-weighted expectesh chortfalls by reference to
the Group’s past experience, current conditions fanelcast of future economic
benefits.

For significant receivables that are not individgpalredit-impaired and all other
receivables, the Group uses a provision matrix taéegories the different risk
classes (low risk, medium risk and high risk) am@& tageing profiles. The
collective lifetime ECLs are measured based on @reup’s past lost rate
experiences, current conditions and forecast afréueconomic conditions. The
past lost rates are adjusted upward in the measmtem worsening current
conditions and forecasts of future macroeconommlitmns.

Concentration of credit risk

The Group assesses concentrations of credit risleXposure to single-large
customers, industry sectors and overseas jurisditi

100% of the Group’s trade and other receivablesewssncentrated within
Malaysia. There was no significant exposure to Isirayistomers or to industry
groups.

The credit risk of the Group’s and of the Comparutiser financial assets, which
comprise cash and cash equivalents and other meess$, arises from default of
the counterpart, with a maximum exposure equahéoctrrying amount of these
financial assets.
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30. FINANCIAL RISK MANAGEMENT POLICIES (CONTINUED)

()

Foreign currency risk

The Group and the Company are exposed to transattorrency risk primarily
through sales and purchases that are denominatadcurrency other than the
functional currency of the operations to which thelate. The currencies giving
rise to this risk are primarily United States DdlgUSD) and Chinese Yuan
Renminbi (CNY). Foreign exchange exposures in #etisnal currencies other
than functional currencies of the operating erdiaee kept to an acceptable level.
Material foreign currency transaction exposures aeglged, mainly with
derivative financial instruments such as forwanetifgn exchange contracts.

The Group and the Company maintain a natural hedgenever possible, by
borrowing in the currency of the country in whidtetproperty or investment is
located or by borrowing in currencies that matah filture revenue stream to be
generated from its investments.

The following table demonstrates the sensitivity tbé Group’s and of the
Company’s profit after tax and equity to a reastnaiossible change in the
exchange rates against the respective functiomegrcies of the Group’s entities,
with all other variables held constant.

Group and Company
Profit after tax

RM’000
2019
USD/RM
- strengthened by 5 4,50(
- weakened by 5! (4,500
CNY/RM
- strengthened by 5 31
- weakened by 5' (31)
EURO/RM
- strengthened by 5 937
- weakened by 5! (937
2018
USD/RM
- strengthened by 5 5,79¢
- weakened by 5! (5,794
CNY/RM
- strengthened by 5 31
- weakened by 5' (31)
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30. FINANCIAL RISK MANAGEMENT POLICIES (CONTINUED)

(d)

Liquidity risk

The Group and the Company manage its debt matprdfile, operating cash

flows and the availability of funding so as to emsthat refinancing, repayment
and funding needs are met. As part of its oveigliidity management, the Group
and the Company maintain sufficient levels of casbash equivalents to meet its
working capital requirements. In addition, the Graand the Company strive to
maintain available banking facilities at a reaséomdevel to its overall debt

position. As far as possible, the Group and the @y raise committed funding
from both capital markets and financial instituscand balances its portfolio with
some short term funding so as to achieve overall effectiveness.

Maturity analysis

It is not expected that the cash flows includetha maturity analysis could occur
significantly earlier, or at significantly differeamounts.

The table below summarises the maturity profiletled Group’s and of the
Company’s financial liabilities as at the end oé theporting period based on
undiscounted contractual payments:

Group
Less than More than

2019 1 year 1-5years 5years Total
RM’000 RM’000 RM’000 RM’000

Non derivative financial

liabilities
Trade and other payables 229,419 - - 229,419
Borrowings 337,580 162,190 - 499,770
566,99¢ 162,19( - 729,18¢
Less than More than
2018 1 year 1-5years 5years Total

RM’000 RM’000 RM’000 RM’000
Non derivative financial

liabilities
Trade and other payables 202,764 - - 202,764
Borrowings 255,486 160,701 30 416,217

458,25( 160,70: 3C 618,98:
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30. FINANCIAL RISK MANAGEMENT POLICIES (CONTINUED)

(d)

Liquidity risk (continued)

Maturity analysigcontinued)

Company
2019

Non derivative financial
liabilities

Trade and other payab

Borrowings

2018

Non derivative financial
liabilities

Trade and other payab

Borrowings

Less than More than
1 year 1-5years 5years Total
RM’'000 RM’'000 RM’'000 RM’'000
231793 - - 231793
336,79 160,37: - 497,16¢
568,59( 160,37: - 728,96
Less than More than
1 year 1-5years 5years Total
RM’'000 RM’'000 RM’'000 RM’'000
204,00( - - 204,00(
254 ,82: 158,50! 3C 413,35¢
458,821 158,505 30 617,356
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30. FINANCIAL RISK MANAGEMENT POLICIES (CONTINUED)
(e) Fair value information

The carrying amounts of cash and cash equivalshtst term receivables and payables and shortfternowings approximate fair values due to the
relatively short term nature of these financiatinsents.

The table below analyses financial instrumentsiedrat fair value and those not carried at faiuedor which fair value is disclosed, together with
their fair values and carrying amounts shown inga@éements of financial position.

Fair value of financial instruments carried at Fair value of financial instruments not Total
fair value carried at fair value fair Carrying
Level 1 Level 2 Level 3 Total Level 1 Level 2 LeVv8 Total value amount
RM'000 RM0O00 RMO000 RMO0O00 RMO000 RMO000 RMO0O00 RMO000 RMO000 RM000
2019
Group
Financial liabilities
Revolving cred - - - - - - 9,50¢ 9,50¢ 9,50¢ 10,00(
Lease liabilitie - - - - - - 15,21 15,21 15,21 15,129
Term loan - - - - - - 131,34: 131,34. 131,34 133,95
- - - - - - 156,04 156,04 156,0¢4 159,12
2019
Company
Financial liabilities
Revolving cred - - - - - - 9,50¢ 9,50¢ 9,50¢ 10,00(
Lease liabilitie - - - - - - 12,72« 12,72« 12,72« 12,774
Term loan - - - - - - 131,322 131,34. 131,34. 133,95

- - - - - - 153,55 153,55 153,55 156,6¢
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30. FINANCIAL RISK MANAGEMENT POLICIES (CONTINUED)

(€)

Fair value information (continued)

2018

Group

Financial liabilities
Revolving credi
Finance lease liabiliti
Term loan

2018

Company

Financial liabilities
Revolving cred
Finance lease liabilitit
Term loan

Fair value of financial instruments carried at Fair value of financial instruments not Total
fair value carried at fair value fair Carrying
Level 1 Level 2 Level 3 Total Level 1 Level 2 LeVv8 Total value amount
RM'000 RM0O00 RMO000 RMO0O00 RMO000 RMO000 RMO0O00 RMO000 RMO000 RM000
- - - - - - 9,50¢ 9,50¢ 9,50¢ 10,00(
- - - - - - 3,91¢ 3,91¢ 3,91¢ 3,771
- - - - - - 133,80: 133,80: 133,80: 136,27
- - - - - - 147,22. 147,22, 147,22. 150,06
- - - - - - 9,50¢ 9,50¢ 9,50¢ 10,00(
- - - - - - 1,26¢ 1,26¢ 1,26¢ 1,23¢
- - - - - - 133,80: 13580z 133,80: 136,27
- - - - - - 144,57 144,57( 144,57! 147,517
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30. FINANCIAL RISK MANAGEMENT POLICIES (CONTINUED)

(€)

Fair value information (continued)

Level 1 fair value

Level 1 fair value is derived from quoted price ddjusted) in active markets for
identical financial assets or liabilities that #mity can access at the measurement
date.

Level 2 fair value

Level 2 fair value is estimated using inputs othean quoted prices included
within Level 1 that are observable for the finah@asets or liabilities, either
directly or indirectly.

Non-derivative financial liabilities

Fair value, which is determined for disclosure j@msgs, is calculated based on the
present value of future principal and interest démlvs, discounted at the market
rate of interest at the end of the reporting pertamt other borrowings, the market
rate of interest is determined by reference tolaimhiorrowing arrangements.
Transfers between Level 1 and Level 2 fair values

There has been no transfer between Level 1 ant 2ales during the financial
year (2018: no transfer in either directions).

Level 3 fair value

Level 3 fair value is estimated using unobservapeits for the financial assets
and liabilities.

The following table shows the valuation techniqueed in the determination of
fair values within Level 3, as well as the key usedvable inputs used in the
valuation models.

Financial instruments not carried at fair value

Type Description of valuation technique and inputs used
Revolving credit, Discounted cash flows using a rate based on threrdur
lease/finance lease market rate of borrowing of the Company at the
liabilities and reporting date.

secured term an¢
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31.

32.

DIVIDENDS
Group and Company
2019 2018
RM’'000 RM’'000

In respect of the financial year

erded 31 Decembe201¢:
Final single-tier dividend of 0.90 sen on

425,858,831 ordinary shares, paid on 21

August2018 - 3,83¢

All the dividend paid or proposed in current finemhgear are single-tier dividends with
no income tax consequences to shareholders ofdhgany.

Before the dividends were paid to the shareholdbesdirectors of the Company had
taken reasonable steps to ensure that the Compauig Wwe able to pay its debts in full
within 12 months after the payment of dividendshareholders.

SEGMENT INFORMATION

(@) Primary reporting format - by business segment

The Group is primarily organised in one businesgnsnt which is the
manufacturing of steel bars and billets.

(b) Secondary reporting format - by geography

The Group’s business segments are managed in jwoaid geographical areas:

Area Sales Total assets Capital expenditure
2019 2018 2019 2018 2019 2018
RM'000 RM’000 RM'000 RM’000 RM'000 RM’000

Malaysie  1,16(,16C 1,487,32! 1,518,292z 1,376,83" 64,01t 62414

Outside

Malaysie 35,14¢ 9,52¢

1,195,300 1,496,85 1,518,29z 1,376,83 64,01¢ 62,41«

In determining the geographical segments of thau@reales are based on the countries
in which the customers are located. Total assatscapital expenditure are determined
based on where the assets are located, and &b assdocated in Malaysia.

Revenue from one (2018: one) major customer amduteRM298,951,650 (2018:
RM325,991,089) arising from sales of steel bilbatg bars.
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33.

34.

35.

CAPITAL COMMITMENTS

Group and Company

2019 2018
RM’'000 RM’'000
Capital expenditure
Contracted but not provided
Acquisition of property, lant and equipme - 10,80(

The above amount is in respect of the acquisitiomeav plant and equipment located at
Rolling Mill, Bukit Raja. The cost of acquisitiors ibeing funded by Islamic medium
term notes (or Sukuk ljarah) issuance programmesutice Islamic principle of ljarah
(Sukuk ljarah Programme) of RM130 million and imigly generated fund.

CAPITAL MANAGEMENT
The Group’s objectives when managing capital arsafeguard the Group’s ability to
continue as a going concern in order to providernstfor shareholders and benefits for
other stakeholders and maintain an optimal captalcture to reduce the cost of
capital.
The gearing ratios as at 31 December 2019 and @i as follows:
Group
2019 2018

RM’000 RM’000
Total lease liabilities (Note 1 15,12¢ -
Total borowings (Note 9) 46346E 390,00¢

478,59 390,00¢
Total equity 729,98. 657,61¢
Gearing rati 65.5€% 59.31%
CONTINGENT LIABILITIES

Group and Company

2019 2018
RM’000 RM’000

Unsecured bank guarantees issued in favour of third
partie: 67,77¢ 69,80(
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36.

RELATED PARTY TRANSACTIONS

For the purposes of these financial statementsiepaare considered to be related to the
Group or the Company if the Group or the Companyg tie ability, directly or
indirectly, to control or jointly control the partyr exercise significant influence over
the party in making financial and operating decisicor vice versa, or where the Group
or the Company and the party are subject to comeooortrol. Related parties may be
individuals or other entities.

Related parties also include key management peesdefined as those persons having
authority and responsibility for planning, diregfiand controlling the activities of the
Group and of the Company either directly or indisecThe key management personnel
includes all the directors of the Group, and cartaembers of senior management of
the Group and of the Company.

The Group and the Company have related party oelstip with its subsidiary,
associate and key management personnel.

Significant related party transactions

Related party transactions have been enteredrirtteeinormal course of business under
normal trade terms. The balances due from subgidial associate are shown in Note
11.

The significant related party transactions of tleenpany are as follows:

Company
2019 2018
RM’000 RM’000
Transportation charged by subsid 4,97¢ 3,04¢

Compensation of key management personnel

The Board of Directors defined that key managermpensonnel of the Group and of the
Company are directors of the Group and of the Coymp@he compensation of key
management personnel during the financial yearsidabed in Note 25 to the financial
statements.
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37. SIGNIFICANT EVENT DURING THE YEAR

(@)

(b)

(€)

(d)

On 3 January 2019, the Company repurchased iteshar 133,000 ordinary
shares at an average purchase price of RM0.375opm#nary share. The
repurchase transaction was financed by internahecated funds.

On 7 January 2019, the Company repurchased iteshar 109,000 ordinary
shares at an average purchase price of RM0.458om#nary share. The
repurchase transaction was financed by internahecated funds.

On 10 January 2019, the Company repurchased itesltd 52,000 ordinary
shares at an average purchase price of RMO0.473op#nary share. The
repurchase transaction was financed by internahegated funds.

On 13 September 2019, the Company announced tpabpbses to undertake a
proposed private placement of up to 42,500,000 oxelinary shares representing
up to 10% of the Company’s total number of issuledres (“Proposed Private
Placement”). The Proposed Private Placement wiluthaertaken in accordance
with the Subscription Agreement entered into withravestor on the same date.

On 17 September 2019, the Company announced tldtsting application in
relation to the Proposed Private Placement has figemitted to Bursa Securities.

Bursa Securities had vide its letter dated 19 Seipée 2019, resolved to approve
the Proposed Private Placement subject to thewWoitp conditions:

(i) the Company and Investment Bank must fully compighwhe relevant
provisions under the Listing Requirements pertgrimthe implementation
of the Proposed Private Placement;

(i) the Company and Investment Bank to inform Bursaufes upon the
completion of the Proposed Private Placement;

(i) the Company to furnish Bursa Securities with atemitconfirmation of its
compliance with the terms and conditions of Bursausities’ approval once
the Proposed Private Placement is completed; and

(iv) the Company must submit to Bursa Securities det#Hilshe placees in
accordance with Paragraph 6.15 of the Listing Reguents as soon as
practicable before the listing of the new sharebdassued pursuant to the
Proposed Private Placement.

On 1 October 2019, the Company announced thatoaltlitons precedent in
relation to the Subscription Agreement have bedflléd. Accordingly, the
Company had on the following dates received Supson Notices from the
investor for the subscription of Company’s sharésrespective subscription
prices. The subscription prices represent a didcturhe average of the daily
volume weighted average market prices (“VWAP”) ain@pany’s shares during
the 5 consecutive Trading Days and such sharedweiikted and quoted on Main
Market of Bursa Securities.

- 069 -



| RegistratiorNo. | 19710100213 (787-V) |

37. SIGNIFICANT EVENT DURING THE YEAR (CONTINUED)

Number of Date received Number of | Subscription | Discount of Average Subscription
Subscription Subscription subscription price approximately Fifth Trading market price | Completion Date
Notice Notice shares RM % Days RM
1 1 October201¢ 300,00( 0.361( 9.0(C 30 Septembe201¢ 0.396’ 3 October 201
2 8 October201¢ 300,00( 0.350( 8.4( 7 October201¢ 0.382: 10 October 201
3 11 Octobe 2019 600,00( 0.351( 8.95 1C October201¢ 0.385¢ 15 October 201
4 18 October201¢ 500,00( 0.350( 7.0€ 17 October201¢ 0.376¢ 22 October 201
5 24 October201¢ 500,00( 0.350( 5.6€ 23 October201¢ 0.371( 29 October 201
6 1 November201¢ 600,00( 0.350( 2.8C 31 October201¢ 0.3601 5 November 201
7 9 Decembe201¢ 750,00( 0.350( 2.4 6 Decembe201¢ 0.358" 11 December 20:
8 1C Decembe201¢ 850,00( 0.358( 8.71 9 Decembe201¢ 0.392:¢ 12 December 2(9
9 1C Decembe201¢ 1,150,00 0.358( 8.71 9 Decembe 2019 0.392¢ 12 Decembe201¢
10 16 Decembe201¢ 1,000,00:i 0.391( 8.82 13 Decembe201¢ 0.428¢ 18 December 20:
11 18 Decembe201¢ 850,00( 0.393( 8.8 17 Decembe201¢ 0.431: 20 December 20:
12 24 Decembe201¢ 750,00( 0.381( 8.7¢ 23 Decembe201¢ 0.4176 27 December 20:
13 27 December 20: 650,00( 0.374( 8.8t 26 December 20: 0.410¢ 31 December 20:
14* 31 December 20: 1,000,00:i 0.380( 8.9z 30 December 20: 0.417: 3 January 20z
15* 31 Decembr 201¢ 1,500,00i 0.380( 8.9z 30 December 20! 0.417: 3 canuary 202(

* |t represents subscription money received durieditiancial year and the Subscription CompletioteDs on 3 January 2020.
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38. EVENTS AFTER THE REPORTING PERIOD

(@)

(b)

(©)

(d)

Subsequent to the reporting date the Company hatieofollowing dates received Subscription Notié®sn the investor for the subscription of
Company’s shares at respective subscription prides.subscription prices represent a discountdatrerage of the daily volume weighted average
market prices (“VWAP”) of Company’s shares durithg & consecutive Trading Days and such sharedwilisted and quoted on Main Market of
Bursa Securities.

Number of Date received Number of | Subscription Discount of Average Subscription
Subscription Subscription subscription price approximately Fifth Trading market price | Completion Date
Notice Notice shares RM % Days RM

16 2 January 20z 2,000,00! 0.397( 8.7¢ 31 December 20: 0.435: 6 January 20z
17 3 January 20z 1,750,001 0.431( 8.94 2 January 20z 0.473: 7 ;anuary 202
18 7 Januan2020 750,00( 0.435( 8.68 6 January 20z 0.477¢ 9 January 20z
19 13 January 20: 1,000,001 0.413( 8.97 10 January 20z 0.453] 15 January 20:
20 14 January 20z 1,750,001 0.409( 8.8¢ 13 January 20z 0.448¢ 16 January 20z
21 20 January 202 4,500,001 0.4030 8.9¢ 17 January 220 0.442¢ 22 January 20:
22 04 February 20z 500,00( 0.360( 8.71 03 February 20z 0.394¢ 6 February 20z
23 06 February 20z 1,000,001 0.350( 8.3¢ 05 February 20z 0.381¢ 10 February 202
24 12 Februan202( 950,00( 0.353( 8.8¢ 11 February 202 0.387: 14 February 20z

On 5 March 2020, the Company announced that itsudnitted an application to Bursa Securities tk $ee approval on extension of time for
approximately 6 months to implement and compleéeRioposed Private Placement on 27 February 202@h®same date, Bursa Securities had
vide its letter dated 5 March 2020, resolved tangen extension of time until 18 September 2028dmplete the implementation of the Private
Placement.

On 13 March 2020, the Company repurchased its stwdirg21,500 ordinary shares at an average purgraseof RM0.270 per ordinary share. The
repurchase transaction was financed by internahegated funds.

On 16 March 2020, the Company repurchased its sludr&83,000 ordinary shares at an average purgraseof RM0.273 per ordinary share. The
repurchase transaction was financed by internahegated funds.
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38.

EVENTS AFTER THE REPORTING PERIOD (CONTINUED)

(€)

(f)

(9)

(h)

On 17 March 2020, the Company repurchased its shairel60,000 ordinary
shares at an average purchase price of RMO0.220op#nary share. The
repurchase transaction was financed by internahegated funds.

On 23 March 2020, the Company repurchased its sludirél,100 ordinary shares
at an average purchase price of RM0.208 per owndishare. The repurchase
transaction was financed by internally generated $u

On 25 March 2020, the Company repurchased its shairel80,000 ordinary
shares at an average purchase price of RMO0.223opm#nary share. The
repurchase transaction was financed by internahegated funds.

On 16 March 2020, the Malaysian Government issukibeement Control Order
(“MCQO” or “Order”) pursuant to the Prevention andor@ol of Infectious
Diseases Act 1988 and the Police Act 1967, in mespoto the coronavirus
COVID-19 (the *“virus” or COVID-19") pandemic, regtting movements of
Malaysians and foreigners and prohibits a wide eaofj public activities. The
Order takes effect 18 March 2020 and continuespgayafor 14 days until 31
March 2020. The Order is intended to curb the shgaCOVID-19 infections in
Malaysia and applies throughout the country. Purst@a the Order, public and
private offices are required to close and all pulgiatherings have been banned,
with very few exceptions.

On 25 March 2020, the Malaysian Government has amrexd the extension of

MCO which was originally scheduled to end on 31 8ha2020 has been extended
to 14 April 2020. Throughout this period, all gowerent and private offices as

well as businesses shall remain closed excepskaraial services.

On 10 April 2020, the Malaysian Government has anced a further extension
of MCO which was initially scheduled to end on 1grih2020. Subsequently, on
23 April 2020, the Malaysian Government has annedre further extension of
MCO which was initially scheduled to end on 28 A@0620. The government has
also agreed that selected sectors will be openedtages and will operate
following health guidelines and stringent movemaonttrol.

On 1 May 2020, the Malaysian Government announted the government
would implement a Conditional Movement Control Qrd¢CMCQ”) effective
from 4 May 2020 to 12 May 2020, which was subsetjyesmnounced to be
extended to 9 June 2020 via an announcement mad&OoMay 2020. The
government has agreed that a large portion of enanand social activities are
allowed to resume subject to strict compliancetafhdard operating procedures in
controlling and containing the spread of COVID-19.
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38.

39.

EVENTS AFTER THE REPORTING PERIOD (CONTINUED)

The emergence of COVID-19 outbreak has evolved dapiand brought

significant economic uncertainties to Malaysia neéskand in which the Group
and the Company operates. For the Group’s and tbep@ny’s financial

statements for the financial year ended 31 Decend®d9, the COVID-19

outbreak and the related impacts are consideredadmsting events in

accordance with MFRS 110 Events after the Reporiegod. Consequently,
there is no impact on the recognition and measunewieassets and liabilities as
at 31 December 2019.

The Group’s and the Company'’s financial stateméntshe financial year ended
31 December 2019 have been prepared with the appicof going concern
principle. The directors of the Group and of thenany anticipates that the
overall impact on the Group’s and the Company’siness and result has been
limited and are not aware of any significant uraettes arising after the end of
the financial year that would have a significamiaficial impact to the Group and
to the Company.

Nevertheless, the directors of the Group and ofGbenpany will continue to
monitor developments and will take the necessargective actions. The Group
and the Company will continue to run their operagian the best and safest
method without jeopardising health and safety ®kinployees and enduring with
all governmental policies and directives.

(i) On 30 April 2020, the Company announced that followihg MCO imposed by
Government of Malaysia, it will utilise the extemsiof time granted by Bursa
Securities Malaysia Berhad and will ensure thatsual Report will be issued
not later than 30 June 2020.

MATERIAL LITIGATION

The Company has been served with a Writ of Sumnaaied 17 July 2019 and
Statement of Claim dated 12 June 2019 by a reledety. The related party is seeking
for, inter alia, a payment of RM10.681 million fraime Company, together with interest
in relation to advances made by the related parthe¢ Company between the financial
years 2002 to 2004.

The Board of Directors has been advised by it<ioti that the Company has strong
case to dismiss the claim. The management is ofidve that the Writ of Summons will
not have any material financial and operation inhwac the Company as the claim is
non-trade in nature.

The Company had filed the Discovery Application andcheduled for hearing on 23
June 2020 before the Registrar at the Shah Alarh Biurt.
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40. SIGNIFICANT CHANGES TO ACCOUNTING POLICIES
During the financial year, the Group and the Conypeaiopted MFRS 16.
Definition of a lease

On transition to MFRS 16, the Group elected to wpple practical expedient to
grandfather the assessment of which transactienkeases. It applied MFRS 16 only to
contracts that were previously identified as leaSsmtracts that were not identified as
leases under MFRS 117 and IC InterpretatioDetermining whether an Arrangement
containsa Leasewere not reassessed. Therefore, the definitiom lebse under MFRS
16 has been applied only to contracts enteredantthanged on or after 1 January 2019.

As a lessee

Where the Group and the Company are a lessee rtugp@nd the Company applied the
requirements of MFRS 16 retrospectively with themalative effect of initial
application as an adjustment to the opening balafgetained earnings at 1 January
20109.

Impacts on financial statements

Short-term leases and low-value assets

For short-term leases with lease term of 12 moothkess and for the leases of low
value assets of less than RM21,000, the Companyvaiked the exemption in MFRS
16 not to recognise the right-of-use assets argklgabilities. Instead, payments made
for these leases are recognised as expense whareihcas disclosed in Note 23.

For leases that were classified as finance leaderuUdFRS 117, the carrying amounts
of the right-of-use asset and the lease liability danuary 2019 are determined to be the
same as the carrying amount of the leased assetiease liability under MFRS 117
immediately before that date.

There is no financial effect arising from the adoptof this standard.
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41. OTHER INFORMATION

(@)

(b)

(€)

(d)

(e)

The Company is a public limited liability compaimycorporated and domiciled in
Malaysia and is listed on the Main Market of therd&u Malaysia Securities
Berhad.

The registered office is situated at:

Unit B-05-3A

5™ Floor, Block B (West Wing)
PJ8 Office Suite

No. 23, Jalan Barat

Seksyen 8

46050 Petaling Jaya
Selangor Darul Ehsan

The principal place of business is situated at:

Wisma Masteel

Lot 29C, Off Jalan Tandang
Section 51

46050 Petaling Jaya
Selangor Darul Ehsan

The financial statements are expressed in Ringgiaiia (“RM”), which is also
the Group’s and the Company’s functional currency.

The financial statements were authorised for idsu¢he Board of Directors in
accordance with a resolution by the directors oMa9 2020.
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MALAYSIA STEEL WORKS (KL) BHD.
Registration No. 197101000213 (7878-V)
(Incorporated in Malaysia)

STATEMENT BY DIRECTORS
Pursuant to Section 251(2) of the Companies Act 261

We, the undersigned, being two of the directors@LAYSIA STEEL WORKS (KL)

BHD. (Registration No. 197101000213 (7878-Vlp hereby state that, in the opinion of the
directors, the financial statements set out on &gt 75 are drawn up in accordance with
Malaysian Financial Reporting Standards, Intermati¢-inancial Reporting Standards and the
requirements of the Companies Act 2016 in Malagsias to give a true and fair view of the
state of affairs of the Group and of the Compangte&l December 2019 and of the financial

results and cash flows of the Group and of the Gomgor the financial year ended on that
date.

Signed on behalf of the Board of Directors in adeoice with a resolution of the directors:

DATO’ IKHWAN SALIM BIN DATO’ HAJI SUJAK

DATO’ SRI TAIl HEAN LENG @ TEK HEAN LENG
Kuala Lumpur

19 May 2020
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MALAYSIA STEEL WORKS (KL) BHD.
Registration No. 197101000213 (7878-V)
(Incorporated in Malaysia)

STATUTORY DECLARATION
Pursuant to Section 251(1)(b) of the Companies A2016

I, LAU YOKE LEONG , being the director primarily responsible for tHi@ancial
management of MALAYSIA STEEL WORKS (KL) BHD. (Registration No.
197101000213 (7878-Vo solemnly and sincerely declare that the firglngtiatements set
out on pages 6 to 75 are to the best of my knovdealyd belief, correct and | make this
solemn declaration conscientiously believing thenesato be true and by virtue of the
provisions of the Statutory Declarations Act 1960.

LAU YOKE LEONG
MIA number: 1405

Subscribed and solemnly declared
by the abovenamed at Kuala Lumpur
in the Federal Territory on 19 May 2020

Before me
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INDEPENDENT AUDITORS’ REPORT
TO THE MEMBERS OF MALAYSIA STEEL WORKS (KL) BHD.

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of Malaysia Steel Works (KL) Bhd., which comprise the
statements of financial position as at 31 December 2019 of the Group and of the Company, and
the statements of profit or loss and other comprehensive income, statements of changes in equity
and statements of cash flows of the Group and of the Company for the financial year then ended,
and notes to the financial statements, including a summary of significant accounting policies, as
set out on pages 6 to 75.

In our opinion, the accompanying financial statements give a true and fair view of the financial
position of the Group and of the Company as at 31 December 2019, and of their financial
performance and their cash flows for the financial year then ended in accordance with Malaysian
Financial Reporting Standards, International Financial Reporting Standards and the requirements
of the Companies Act 2016 in Malaysia.

Basis for Opinion

We conducted our audit in accordance with approved standards on auditing in Malaysia and
International Standards on Auditing. Our responsibilities under those standards are further
described in the Auditors’ Responsibilities for the Audit of the Financial Statements section of our
report. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Independence and Other Ethical Responsibilities

We are independent of the Group and of the Company 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’ Code of Ethics for Professional
Accountants (“IESBA Code"), and we have fulfilled our other ethical responsibilities in accordance
with the By-Laws and the IESBA Code.

THE POWER OF BEING UNDERSTOOD
AUDIT | TAX | CONSULTING
RSM Malaysiais amember of the RSM netwaork and trades as RSM. RSM s the trading name used by the members of the RSM netwaork. Each member of the RSM network is an

independent accounting and consulting firm which practices in its own right. The RSM network is not itself a separate legal entity in any jurisdiction.


Lee Sook Chin
Typewritten text
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INDEPENDENT AUDITORS’ REPORT
TO THE MEMBERS OF MALAYSIA STEEL WORKS (KL) BHD. (C ONTINUED)

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most significance
in our audit of the financial statements of the Group and of the Company for the current financial
year. These matters were addressed in the context of our audit of the financial statements of the
Group and of the Company as a whole, and in forming our opinion thereon, and we do not
provide a separate opinion on these matters.

Key audit matter How our a udit addressed the key audit matter
Revenue recognition Our procedures included, amongst others:

Revenue recognition is identified as a key audit | ¢ We assessed and evaluated the
matter as the Group’s revenue transactions are appropriateness  of the  design  and
voluminous with different terms and pricing for implementation of controls in the revenue cycle
different customers. There is a risk that revenue with no exception noted.

may be recognised before the significant risks
and rewards of ownership of the goods sold have | ¢ We performed test of operating effectiveness on
been transferred to the customers. the relevant controls identified within the
revenue cycle with no exception noted.

Revenue of the Group comprises income

generated from manufacturing and selling of steel | « \We verified revenue transactions to respective

bars and steel billets. Revenue from sales of sales invoices and acknowledged delivery
goods is recognised at the point in time when the orders that evidenced the transfer of risks and
significant risks and rewards of ownership have rewards of ownership of the goods to customers
been transferred to the customer, usually in the based on selected samples.

form of an executed purchase order and when the

goods are delivered to customers. e We verified the credit notes and sales returns

post the year-end date to ascertain if revenue
was recognised in the correct financial period.

e We selected revenue transactions pre and post
year-end date and agreed the selected sales
invoices and acknowledged delivery orders that
evidenced the transfer of risks and rewards of
ownership of goods and confirmed that these
transactions were recognised in the correct
financial periods.
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Information Other than the Financial Statements and Auditors’ Report Thereon

The directors of the Company are responsible for the other information. The other information
comprises the Directors’ Report, Corporate Governance Statement, Audit Committee Report,
Management Discussion and Analysis and Statement on Risk Management and Internal Control
included in the annual report, but does not include the financial statements of the Group and of
the Company and our auditors’ report thereon.

Our opinion on the financial statements of the Group and of the Company does not cover the
other information and we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements of the Group and of the Company, our
responsibility is to read the other information and, in doing so, consider whether the other
information is materially inconsistent with the financial statements of the Group and of the
Company or our knowledge obtained in the audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of
this other information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of the Directors for the Financial Statements

The directors of the Company are responsible for the preparation of financial statements of the
Group and of the Company that give a true and fair view in accordance with Malaysian Financial
Reporting Standards, International Financial Reporting Standards and the requirements of the
Companies Act 2016 in Malaysia. The directors are also responsible for such internal control as
the directors determine is necessary to enable the preparation of financial statements of the
Group and of the Company that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements of the Group and of the Company, the directors are
responsible for assessing the Group’s and the Company’s ability 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 the Company or to cease
operations, or have no realistic alternative but to do so.
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Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements of the
Group and of the Company as a whole are free from material misstatement, whether due to fraud
or error, and to issue an auditors’ report that includes our opinion. Reasonable assurance is a
high level of assurance, but is not a guarantee that an audit conducted in accordance with
approved standards on auditing in Malaysia and International Standards on Auditing 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 financial statements.

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

. Identify and assess the risks of material misstatement of the financial statements of the
Group and of the Company, 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 not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

. Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Group’s and of the Company’s internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the directors.

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

. Evaluate the overall presentation, structure and content of the financial statements of the
Group and of the Company, including the disclosures, and whether the financial statements
of the Group and of the Company represent the underlying transactions and events in a
manner that achieves fair presentation.

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

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.

We also provide the directors with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable,
related safeguards.

From the matters communicated with the directors, we determine those matters that were of most
significance in the audit of the financial statements of the Group and of the Company for the
current financial year and are therefore the key audit matters. We describe these matters in our
auditors’ report unless law or regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should not be communicated in our
report because the adverse consequences of doing so would reasonably be expected to outweigh
the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements

In accordance with the requirements of the Companies Act 2016 in Malaysia, we report that the
associate of which we have not acted as auditors, is disclosed in Note 8 to the financial
statements.

Other Matters

This report is made solely to the members of the Company, as a body, in accordance with Section

266 of the Companies Act 2016 in Malaysia and for no other purpose. We do not assume
responsibility to any other person for the content of this report.

RSM Malaysia Lou Hoe Yin
AF: 0768 03120/04/2022 J
Chartered Accountants Chartered Accountant

Kuala Lumpur

19 May 2020
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