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NOTWITHSTANDING THE PROSPECTS OF OUR GROUP AS OUTLINED IN THIS PROSPECTUS, 
YOU SHOULD CAREFULLY CONSIDER THE FOLLOWING RISK FACTORS THAT MAY HAVE A 
SIGNIFICANT IMPACT ON OUR FUTURE PERFORMANCE, IN ADDITION TO ALL OTHER 
RELEVANT INFORMATION CONTAINED ELSEWHERE IN THIS PROSPECTUS, BEFORE MAKING 
AN APPLICATION FOR OUR IPO SHARES. 
 
9.1       RISKS RELATING TO OUR BUSINESS AND OPERATIONS 
 
9.1.1 We are dependent on export markets and our major customers who contribute 

substantially to our Group’s revenue 
 
We are dependent on export markets as a majority of our sales are derived from overseas 
customers. In the past 3 FYEs 2019 to 2021 and FPE 31 December 2021, our export sales 
contributed approximately 99.9%, 99.9%, 100.0% and 99.9% to our Group’s revenue 
respectively. Further, we are also dependent on our major customers who contributed 
substantially to our Group’s revenue. For the past 3 FYEs 2019 to 2021 and FPE 31 December 
2021, our top 5 major customers contributed 80.3%, 83.5%, 84.3% and 91.0% to our Group’s 
revenue, respectively. The length of business relationship with our major customers ranges 
between 5 years to 15 years. Please refer to Section 7.19 of this Prospectus for further 
information on our major customers. 
 
Any delay or decrease in the value of orders from our major customers could have an adverse 
effect on our financial performance. There is no assurance that our major customers will 
continue to purchase our products in the future or that demand from them will be sustained at 
current levels in the future. 
 
We impose minimum purchase volume of block rubber (i.e. 1 twenty-foot equivalent unit 
container which amounts to approximately 20.16 MTS) on our customers, thus allowing us to 
plan our annual sales volume and our production schedule. Our sales to our customers are 
conducted on the basis of spot contract or sales contract. Further details on the spot contract 
and sales contracts are as set out in Section 7.19 of this Prospectus. However, due to the 
nature of our industry, in which block rubber pricing is dependent on the fluctuating rubber 
commodity prices, customers generally do not enter into contracts exceeding 12 months. For 
the past 3 FYEs 2019 to 2021 and FPE 31 December 2021, save for Maxtrek Tyre Group, all 
the top 5 major customers had entered into sales contract with our Group. This allows us to 
secure sales for a fixed period which enabled us to be more efficient in planning our production 
and purchase of raw materials. While we have not experienced any difficulty in securing new 
spot contracts with our existing customers or renewing sales contracts with our existing 
customers in the past 3 FYEs 2019 to 2021 and FPE 31 December 2021, save for the loss of 
one of our major customers, Chongqing Group in FYE 2020, due to the halt in rubber dealing 
by Chongqing General Trading Chemical Co., Ltd during the FYE 2020, there is no assurance 
that we will be able to consistently secure new spot contracts or negotiate for the renewal of 
the sales contract with our existing customers before their expiration. 
 
Any loss of these major customers and our inability to replace these customers with new 
customers or with additional orders from existing customers in a timely manner, could result in 
a loss of revenue and will have an adverse impact on our financial performance. In the event 
that one or more customers cease to purchase our products, we can find another tyre 
manufacturer replacement or go through the international rubber traders for an outlet. 
Nonetheless, there is no assurance that we will be able to achieve the same level of sales value 
and maintain and/or improve our profit margins. If such adverse events occur, our financial 
performance will be adversely affected. 
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9.1.2 We are dependent on licenses granted by MRB to operate our business 
 
It is mandatory for all rubber exporters in Malaysia to hold a valid license granted by the MRB 
to purchase, store, sell, process and pack natural rubber for export. Without a valid license, we 
will not be able to purchase, store, sell, process and pack natural rubber for export. Please refer 
to Section 7.12 of this Prospectus for further details on the licences granted by MRB.   
 
It is mandatory for us to comply with the relevant requirements, regulations and conditions 
imposed by MRB in order to maintain our license, in which we are required to renew annually. 
Failure to comply may result in our license being revoked, suspended or not renewed and we 
may be further liable to a fine or imprisonment, or to both. This will result in our Group being 
restricted or prohibited from purchasing, storing, selling, processing, packing and exporting our 
processed rubber. This in turn may cause cancellation of orders and impact our relationships 
with our customers. In such event, our business, financial position and prospects may be 
materially and adversely affected. Although our Group has not experienced any failure to renew 
our license since the beginning of our business, there is no assurance that we will continue to 
be able to successfully renew our license.  

 
9.1.3 We are exposed to foreign exchange fluctuation risks which may impact the profitability 

of our Group 
 
For the past 3 FYEs 2019 to 2021 and FPE 31 December 2021, our export sales contributed 
approximately 99.9%, 99.9%, 100.0% and 99.9% to our Group’s revenue respectively. The 
revenue generated from these export sales are denominated in USD. As a result, we are 
exposed to fluctuations of the USD, and any adverse movements in the foreign exchange 
markets may have an adverse impact on our financial performance. Any future significant 
appreciation of the RM against the USD may have a negative impact on our Group’s financial 
statements which is reported in RM being the functional currency of our Group. Conversely, 
any future significant depreciation of the RM against the USD may have a positive impact on 
our Group’s financial statements.  
 
Further, part of our purchases on the import of raw materials such as cup lump, semi-processed 
rubber (e.g. RSS and synthetic rubber) and value-added additives (e.g. other chemicals) are 
also denominated in USD. For the past 3 FYEs 2019 to 2021 and FPE 31 December 2021, our 
USD-denominated purchases contributed 54.2%, 64.0%, 67.9% and 67.7% to our Group’s total 
purchase of raw materials respectively. Our USD-denominated purchases would result in an 
opposite effect to our Group’s financial statements in comparison to the movement of the 
exchange rate against our export sales. Further details on our revenue generated from sales, 
and material cost arising from purchases denominated in RM and USD are as set out in Section 
12.3.2(ii) of this Prospectus.  
 
We experienced consecutive realised loss on foreign exchange of RM1.1 million, RM5.5 million 
and RM0.2 million during the past 3 FYEs 2019 to 2021 respectively, and a realised gain on 
foreign exchange of RM 0.2 million in the FPE 31 December 2021. The realised loss on foreign 
exchange during the past 3 FYEs 2019 to 2021 was resulted from the contracted rates of 
forward foreign exchange contracts being lower than the foreign exchange rates used to 
account for the sales denominated in USD upon receipts. As a result of the timing differences 
between invoicing and collection, actual collections were lower than the sales amount recorded 
in the financial statements. As such, notwithstanding that we have entered into forward foreign 
exchange contracts to partially hedge our foreign exchange risk, there can be no assurance 
that any future foreign exchange rates fluctuation will not have a material adverse effect on the 
financial performance of our Group. We will continue to monitor our exposure to foreign 
exchange movements on a regular basis for our management's assessment on the need to 
utilise financial instruments to hedge such currency exposure, taking into account factors such 
as the foreign exchange involved, exposure periods and transaction costs. Please refer to 
Section 12.4.4 of this Prospectus for further information on our forward foreign exchange 
contracts.  
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9.1.4 Our business is exposed to unexpected interruptions or delays caused by equipment 
failures, fire, outbreak of pandemic as well as environmental factors (including natural 
disasters), some of which may be beyond our control, which may lead to interruptions 
in our operations 

 
(i) Interruptions caused by equipment failures, damages and environmental factors 

 
We rely on machinery and equipment to carry out block rubber processing in our 
factories. These machinery and equipment may, on occasion, be out of service due to 
unanticipated failures or damages sustained during operations. Further, our business 
is also subject to loss due to unexpected power failure, fire, lightning or natural 
disasters such as flood or storm.  

 
The occurrence of these unexpected events that are beyond our control may cause 
damage or destruction of all or part of our factories and machinery, resulting in 
interruptions to or prolonged suspension of our production activities. In May 2019, we 
encountered 2 lightning incidents that had damaged 2 of our weighbridges. The loss 
amounted to approximately RM24,000 and was fully reimbursed by our insurance. Our 
operations were not interrupted by these incidents as we have sufficient weighbridges 
for our operations.  
 
Further, in August 2019, we encountered a fire incident that had damaged some of our 
trolleys (i.e. used to store rubber crumbs) which were set aside at the cleaning area for 
cleaning. The loss amounted to approximately RM52,000 and was fully reimbursed by 
our insurance. Our operations were not interrupted by this incident as we have 
sufficient trolleys for our operations.  
 
Save for the abovementioned incidents, we have not experienced any incidents of 
material machinery and equipment failures or catastrophic damages as a result of 
unexpected power failure, fire or flood, which led to major interruptions in our 
operations historically up to the LPD. However, there can be no assurance that such 
incidences will not happen in the future. 
  

(ii) Interruptions caused by the COVID-19 pandemic 
 
Pursuant to the COVID-19 pandemic, the Government of Malaysia had imposed a 1st 
MCO throughout Malaysia from 18 March 2020 to 3 May 2020. Our business 
operations were closed from 18 March 2020 to 22 March 2020. While we had resumed 
operations on 23 March 2020, we faced temporary disruptions as we had to reduce our 
workforce capacity to 50% of our Group’s total workforce and the working hours of our 
business operations to 8 hours a day, from 12 hours a day. This had affected our 
production output which in turn delayed the fulfilment of our orders. While the delay 
had impacted our billing schedule and revenue recognition in 4th quarter of FYE 2020, 
the revenue was eventually recognised in the 1st quarter of FYE 2021. Further, there 
were no penalties imposed by our customers as a result of the delay in the fulfilment of 
orders. 
 
Further, a reimposition of the MCO on 25 May 2021 which was subsequently revised 
to a four-phase recovery plan beginning 1 June 2021 had also affected our operations 
as we had to reduce our workforce capacity to 60% of our Group’s total workforce. 
Nevertheless, we had extended our production hours and as such, our production 
output was not affected during this period. From 1 November 2021 onwards, we have 
resumed our operations at full workforce capacity. 
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Our Factory Closure from 12 November 2021 until 18 November 2021 and reduced 
workforce capacity from 19 November 2021 until 2 December 2021, had temporarily 
disrupted our production activities. There was a total of 129 reported positive cases of 
COVID-19, comprising 127 foreign workers and 2 local workers, arising from this 
incident. All our workers were put under 10 days of quarantine and were allowed to 
return to work upon uplifting of the order by MOH. By 3 December 2021, all 129 workers 
who were tested positive of COVID-19 had resumed work at our factory. The incident 
had resulted in a delay to the initial scheduled shipment in mid-November 2021 to 
December 2021 and January 2022. Nevertheless, the loss in production output (i.e. 
amounting to approximately 4,000 MTS with an estimated value of RM29.0 million) 
arising from the Factory Closure and reduced workforce capacity is not expected to 
have any material effect on our Group’s performance for FYE 2022 as we are able to 
increase our production hours in the subsequent months to recoup such loss in 
production output. There were no penalties imposed by our customers as a result of 
the delay in the fulfilment of orders. 

 
Save as disclosed above, there were no major disruptions to our operations and 
production output since 18 March 2020 and up to the LPD. In addition, we did not 
receive any cancellation of orders resulting from the COVID-19 pandemic. Further, we 
have not encountered any major disruptions in the procurement and receipt of supplies 
resulting from the COVID-19 pandemic.  
 
The surge in COVID-19 cases in China in March 2022 had resulted in varying levels of 
lockdown at certain cities within the country which had impacted the country’s economic 
activities. Consequently, there was a delay in the presentation of shipping documents. 
As China is the principal market for our export sales, the lockdown had resulted in a 
delay in the collectability of certain trade receivables which exceeded their credit term 
of 21 days as payments are made only upon presentation of shipping documents. 
Nonetheless, the trade receivables affected by the lockdown which remain uncollected 
as at the LPD was subsequently collected in May 2022. Additional details on 
interruptions to our business operations are set out in Section 7.4.4 of this Prospectus. 
 
Nevertheless, if there is any COVID-19 cases at our factories in the future which result 
in reduction of workforce or closure of our operations, there can be no assurance that 
our production, shipment schedules and procurement activities will not be materially 
impacted and that we will be able to fulfil our orders in a timely manner. Further, there 
can be no assurance that our customers will not initiate any penalty claims against our 
Group arising from the delay, which may result in adverse impact on our financial 
performance. 
 
Notwithstanding that our Group had undertaken necessary precautionary measures 
and steps in response to the COVID-19 situation, there can be no assurance that our 
employees will not be infected by the COVID-19 virus. Should all or a portion of our 
employees be quarantined as a result of potential infection, our business operations 
may be affected due to a temporary shortage of workers. These disruptions to our 
business operations will in turn delay our production schedule, which may consequently 
result in adverse impact on our financial performance. Further, there is no assurance 
that upon undertaking necessary precautionary measures, the COVID-19 virus will not 
spread from our workers to outsiders and result in the emergence of a new COVID-19 
cluster. 
 
Any prolonged interruptions to our production activities will affect our ability in adhering 
to our production schedule, thus causing delays in the delivery of products to our 
customers. This could adversely impact our relationships with customers, financial 
performance and industry reputation. 
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While our Group has not experienced any material impact on the collectability of our 
trade receivables arising from business interruptions as a result of the COVID-19 
pandemic, there can be no assurance that there will not be any unfavourable impact 
on the collectability of our trade receivables in the event of any further resurgence in 
COVID-19 cases and re-imposition of lockdown measures in the countries where our 
customers operate, particularly in light of the resurgence in COVID-19 cases in certain 
parts of China in March 2022 which had resulted in a delay in the collectability of our 
trade receivables. Any prolonged delay in the collectability of our trade receivables will 
affect our cash flow and subsequently affect our financial performance. 

 
9.1.5 We are dependent on our Managing Director, Executive Directors and Key Senior 

Management for continued success and the loss of their continued services may affect 
our business 
 
Our continued and future success largely depends on the continuing contribution of our 
Managing Director, Executive Directors and Key Senior Management, the majority of whom 
have relevant experience in their respective fields and in-depth knowledge in the block rubber 
processing industry.  

 
Our Managing Director, Er Hock Lai, carrying with him 40 years of industry experience, has 
been actively involved in our daily business operations and plays a vital role in formulating and 
implementing strategies to drive the growth and expansion of our Group. Our Executive 
Director, E Tak Bin, with 46 years of industry experience, plays a vital role in overseeing the 
purchase of raw materials for our Group. Our Executive Director, Er Tzer Nam, with 5 years of 
industry experience and 21 years of total working experience plays a vital role in overseeing 
risk management and corporate planning, sales and marketing as well as human resource of 
our Group. Please refer to Sections 5.2.2 and 5.4.3 of this Prospectus for further details on their 
profiles.  

 
Our Executive Directors and Key Senior Management, with years of working experience 
ranging between 15 and 46 years in their respective fields, are involved in project planning, 
operational coordination and execution of growth strategies, as well as procuring new suppliers 
and customers, and maintaining relationships with all our suppliers and customers.  
 
We recognise that our Group’s continuing success and future growth depend significantly on 
the capabilities and efforts of our Managing Director, Executive Directors and Key Senior 
Management. As such, any loss of these personnel, and our inability to find a suitable 
replacement in a timely manner, may create an unfavourable or material impact on our Group’s 
operations, and may eventually affect our ability to maintain and/or improve our business 
performance. 
 

9.1.6 We are subject to the risks relating to the economic, political and/or legal environment 
in the markets in which we serve 

 
Economic risk 
 
As a block rubber processor, our Group is required to adhere to the instructions laid out by 
MRB. In 2019, in co-operation with Thailand and Indonesia through the 6th Agreed Export 
Tonnage Scheme under the framework of the International Tripartite Rubber Council, Malaysia 
had agreed to implement export curbs of block rubber between 1 April 2019 and 31 July 2019 
to reduce block rubber stock and stabilise block rubber prices. In relation to this export curb, 
our Group had in March 2019 received instructions from MRB to reduce our export which 
amounted to approximately 1,800 MTS over the 4-month period. While the reduction in export 
volume arising from this curb is not material to our Group, there is no assurance that the 
implementation of any export curb or other restrictions in the future will not adversely affect our 
financial performance.  
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Majority of our block rubber (i.e. 88.1%, 76.3%, 77.2% and 66.8% of our total revenue in the 
past 3 FYEs 2019 to 2021 and FPE 31 December 2021, respectively) were exported to China, 
including our sales to Hong Kong which were derived from international rubber traders (i.e. 
affiliates of tyre manufacturers in China or independent traders) who purchased block rubber 
from us for onward shipment or sales to their customers in China. As such, we are exposed to 
concentration risk arising from our exports to China. Notwithstanding that China is the largest 
market for block rubber (i.e. China was the largest producer of vehicles in 2021) and that we 
have not encountered any circumstances that had affected our exports to China in the past 3 
FYEs 2019 to 2021 and FPE 31 December 2021, there is no assurance that the changes in the 
economic, political and/or legal environment in China, if any, will not affect our exports to China 
in the future. While we may be able to continue exporting our block rubber to other countries in 
the event that our export to China were to be affected, there is no assurance that we will be 
able to secure additional sales from our existing customers and sales from new customers in a 
timely manner to replace the lost in sales to our customers in China. This could result in a loss 
of revenue and will have an adverse impact on our financial performance. 
 
Political risk 
 
In February 2022, the outbreak of the Russian-Ukraine war has impacted global supply chains 
including the shipment of certain commodities, mainly agricultural commodities, metals as well 
as oil and gas. As at the LPD, our Group’s operations are not affected by the Russian-Ukraine 
war as well as the disruption to the global supply chain arising from the war. Further, our Group 
does not export to Russia or Ukraine, and does not purchase raw materials from suppliers in 
Russia or Ukraine, and as such, our Group does not foresee adverse impact to our financial 
performance for the FYE 2022. Nevertheless, in the event that the war prolongs, there can be 
no assurance that any adverse economic impact and prolonged global supply chain disruption 
will not materially affect the business operations and financial performance of our Group. 
 
Legal risk 

 
Notwithstanding that we principally operate in Malaysia, our revenue was mainly derived from 
export sales (e.g. exported mainly to China, Taiwan and India), further details of which are set 
out in Section 7.3.3 of this Prospectus. In the past 3 FYEs 2019 to 2021 and FPE 31 December 
2021, our export sales accounted for approximately 99.9%, 99.9%, 100.0% and 99.9% of our 
total revenue respectively. As we continue to expand our business, our financial performance 
and results of operations are expected to be affected by the economic and political conditions 
in the countries where we transact business, making us increasingly susceptible to the 
operational risks caused by these conditions. For example, any increase in import tariffs of 
block rubber due to economic and political conditions in the countries where we export our 
block rubber may result in a decrease in demand for our block rubber due to increased pricing, 
which may adversely affect our financial performance.  
 
Further, conducting business in other markets also requires us to comply with foreign laws and 
regulations covering many aspects of our operations, including trade laws and licensing 
regulations, and these laws and regulations may change, or may be updated and amended, 
from time to time, which are beyond our control. Whilst we practise prudent financial 
management and efficient operating procedures and that we have not encountered any 
disruptions to our business operations resulting from such incidences in the past 3 FYEs 2019 
to 2021 and FPE 31 December 2021, there can be no assurance that any adverse economic, 
political and/or legal developments will not materially affect the financial performance of our 
Group. 
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9.1.7 We are exposed to the risk of environmental safety breach that may subject our Group 
to penalties 
 
In Malaysia, the DOE regulates and oversees the environmental pollution control. The licensing 
for our rubber processing activities subjects our Group to the Environmental Quality Act 1974, 
whereby it states that the holder of a license shall comply in the terms and conditions stipulated 
in the license. A breach in the terms and conditions stipulated in the license will subject our 
Group to a fine not exceeding RM25,000, or imprisonment for a period not exceeding 2 years, 
or both. A further fine of not exceeding RM1,000 is imposed for every day that the offence is 
continued after a notice has been served.  

 
For example, effluents are by-products produced from rubber processing activities. There are 
2 types of system to manage and treat effluents which are an open-system treatment and a 
closed-system treatment. In an open-system, treated effluent will be released to the 
environment; whereas in a closed-system, treated effluent will not be released to the 
environment and are recycled within the system. Effluents that are not treated prior to being 
released to the environment will result in environmental pollution. We employ a closed-system 
treatment to manage the effluents produced from our factories. While such system does not 
discharge treated effluents into the environment and that we have taken necessary measures 
to prevent potential leakages, there is no assurance that any accident or unexpected damages 
to our system, which are beyond our control, will not result in the effluent being discharged to 
the environment. In the event of such occurrence of non-compliance of the Environmental 
Quality Act 1974, our Group may be subject to the abovementioned penalties.  
 
Our subsidiary, STG was issued with 8 compounds of RM2,000 each by the DOE in the past 
11 years due to contravention of the EQSWR, a subsidiary legislation pursuant to the EQA, 
arising from empty oil barrels with labels removed placed outside the storage area while 
pending collection by our Group’s appointed contractor for refills offsite. Further details on the 
non-compliance are as set out in Section 7.15.2 of this Prospectus. Collectively, the 8 
compounds amounted to RM16,000, being less than 0.1% of our Group’s PBT for the FYE 
2020, which are not material to our Group.  
 
In addition, our past lapses have been rectified by adopting our current practice which we do 
not expect to face any further issues with uncollected empty oil barrels in the future. Further, 
our Group did not experience any difficulty in renewing our DOE license. Save for the 
aforementioned penalties on environmental safety breach, there is no material impact on our 
business operations arising from this incident. Nevertheless, there is no assurance that any 
unanticipated non-compliance in the future will not result in any of the relevant personnel of our 
Group to be imprisoned or our Group being fined for any of the unintentional offences made. 
Further, any negative publicity on our Group due to environmental breaches may damage our 
reputation and our compliance to ESG standards, which may, in turn, affect our customer’s 
confidence towards the credibility of our Group in environmental protection. Should this occur, 
the business operations and financial performance of our Group may be adversely affected.   
 
 

9.2 RISKS RELATING TO THE INDUSTRY IN WHICH WE OPERATE 
 
9.2.1 We are exposed to the price volatility and availability of our raw materials 

 
The processing of block rubber is contingent on the availability of raw materials such as cup 
lump, semi-processed rubber (e.g. RSS and synthetic rubber) and value-added additives (e.g. 
other chemicals). Rubber is a natural commodity which is exposed to price volatility as a result 
of market demand and supply conditions. Our selling price is typically priced at a premium to 
the prevailing SICOM Quote. On the other hand, our purchases of raw materials, predominantly 
cup lump, from domestic suppliers and foreign suppliers are priced at a discount to the 
prevailing MRB Quote and SICOM Quote respectively, whilst domestic suppliers derive MRB 
Quote by referring to the SICOM Quote. As such, we are exposed to the price volatility of our 
raw materials.  
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As an intermediary rubber processor, we are able to pass on the price increase in raw materials 
to our customers as our products are quoted based on prevailing market prices. In other words, 
our Group as a natural rubber processor adopts a cost-plus approach. Nevertheless, there can 
be no assurance that we are able to consistently pass on the increase in cost of raw materials 
in a timely manner. In the event where we are not able to pass on the increase in cost of 
materials to our customers in a timely manner, our profitability may be negatively impacted and 
consequently have a negative impact on our financial performance. 

 
Cup lump, semi-processed rubber (e.g. RSS and synthetic rubber) and value-added additives 
(e.g. other chemicals) are generally readily available and can be sourced locally and overseas 
as there are many alternative suppliers available in the market. However, in the event of an 
occurrence of natural environmental condition such as wintering period, harsh weather or a 
widespread outbreak of agricultural disease which inhibits rubber tapping activities, it may result 
in a decline in the supply of raw materials. While we have not encountered any disruptions in 
the supply of our raw materials in the past 3 FYEs 2019 to 2021 and FPE 31 December 2021, 
there can be no assurance that in the event of any unanticipated natural environmental 
condition, we will be able to source for our raw materials from our suppliers in a timely manner 
which may, in turn, affect our business operations and our financial performance.  

 
Due to the natural cycle of rubber tree, during the annual wintering period, the metabolism of 
the trees slows down which reduces rubber production. The wintering period differs from 
country to country. In Malaysia, the annual wintering period typically falls between February 
and May. If we are unable to source for our raw materials (e.g. cup lump) from other suppliers 
in a timely manner, we may experience loss from loss of sales, delayed delivery or incurred 
additional costs and as such our financial performance may be negatively impacted. 
 

9.2.2 We are dependent on the availability of foreign workers for our production activities 
 

Our processing activities at all our factories are partially automated, thus we rely on foreign 
workers for some processes such as reception and inspection of raw materials, transfer of 
intermediate products between machinery, filling of rubber crumbs into trolleys for drying, 
controlling the blending of dry rubber to achieve the desired properties, quality control checks 
and packing. Our Group is reliant on foreign workers to carry out production activities. As at the 
LPD, we have 144 foreign workers, accounting for 51.2% of our total workforce. All our foreign 
workers are based under our production department. All our foreign workers have valid working 
permits, which are renewed annually.  

 
On 22 June 2020, the Human Resources Minister announced a hiring freeze on foreign workers 
with the aim to create more job opportunities for the local workforce in view of the adverse 
impact from the COVID-19 pandemic which is causing higher unemployment in the country. 
Save for the construction, agriculture and plantation sectors in which the hiring freeze on foreign 
workers was lifted, the implementation of hiring freeze on foreign workers for other sectors was 
extended until 31 December 2021. Our Group was not affected by this hiring freeze as we have 
sufficient workforce to support our production activities during this hiring freeze period and we 
have successfully hired retrenched foreign workers who have remained in Malaysia.  

 
The hiring freeze was uplifted beginning 10 January 2022 according to the statement released 
by the Ministry of Human Resources on the same day. However, should there be any re-
imposition of the hiring freeze in the future, it may affect our Group’s anticipated business 
growth which is subject to the expansion of our production activities where we would require a 
corresponding increase in foreign labour. As part of our business strategies, we intend to 
increase the production hours in Factory 3 from 10.5 hours a day to 17 hours a day, which will 
require an additional 45 new workers and we intend to implement this plan by 2nd quarter of 
2022. We also intend to increase the production hours in Factory 2 from 12 hours a day to 17 
hours a day, which will require an additional 48 new workers and we intend to implement this 
plan by 2nd quarter of 2023. Further details on our business strategies are as set out in Section 
7.17.1 of this Prospectus. Out of the 93 new workers, we plan to hire around 47 foreign workers. 
Hence, if the hiring freeze is extended, we will be required to hire local workers for our factory 
expansion. Any failure in hiring sufficient local workers will result in disruption to our expansion 
plan and our anticipated business growth.  
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9.2.3 We face competition risk  
 
Our Group is principally involved in the processing of cup lump into block rubber. We face 
competition from other block rubber processing industry players in Malaysia. According to the 
IMR Report, block rubber processing industry players which produce SMR Grade are required 
to be registered with MRB. The technical skills in block rubber processing are crucial as the 
SMR Grade produced must comply to technical parameters and properties. Further, the block 
rubber produced (SMR Grade and Premium Grade block rubber) must meet the requirements 
and specification set by MRB or the customer based on their respective applications. Therefore, 
due to the specialised nature of the block rubber processing industry, the industry is niche and 
comprises a small pool of industry players. Based on the latest information by MRB, there are 
27 registered block rubber processing companies in Malaysia, including our Group.  
 
Further, we also face competition from block rubber processing industry players in other major 
rubber processing countries such as Thailand, Indonesia and Vietnam. Despite being labelled 
differently, SMR, STR, SIR and SVR Grade have the same technical parameters and 
properties. In Thailand, Indonesia and Vietnam, the Thai Rubber Association, the Rubber 
Association of Indonesia and the Vietnam Rubber Association manage all rubber-related 
issues, respectively, to ensure that the quality of block rubber can be ascertained, enabling 
purchasers to purchase block rubber with technical properties which correspond to the intended 
applications. Our Group deems Thailand as the more significant competitor of our Group as 
China was also the main export market for Thailand. 
 
Our Group competes with these players in terms of, amongst others, pricing, range and quality 
of block rubber, processing capabilities, service offerings and ability to deliver on a timely 
manner. While the barriers to entry to the block rubber processing industry are generally high 
due to high initial capital for purchasing of raw materials and for the set-up of processing 
facilities, machinery and equipment and storage facilities, we may also be exposed to 
competition risk from new industry players. 

 
 
9.3 RISKS RELATING TO OUR SHARES AND OUR LISTING 
 
9.3.1 No prior market for our Shares and it is uncertain whether an active or sustainable 

market will ever develop 
 
Prior to our IPO, there has been no prior public market for our Shares. Accordingly, there is no 
assurance that an active market for our Shares will develop upon Listing or, if developed, that 
such a market can be sustained. There is also no assurance as to the liquidity of any market 
that may develop for our Shares, the ability of holders to sell our Shares or the prices at which 
holders would be able to sell our Shares. 
 
In addition, there can be no assurance that the IPO Price will correspond to the price at which 
our Shares will trade on the Main Market upon our Listing. There is also no assurance that the 
market price of our Shares will not decline below the IPO Price. 
 

9.3.2 Investors in our IPO will suffer immediate dilution in NA  
 
Our pro forma combined NA per Share as at 31 December 2021 of approximately RM0.30 after 
taking into account the Public Issue and after adjusting for the use of the proceeds from our 
IPO, is lower than the IPO price per Share. This represents an immediate dilution in pro forma 
combined NA per Share of RM0.45 or 60.0% from the IPO Price to our new investors. 
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9.3.3 Our Share price and trading volume may be volatile 
 
The performance of Bursa Securities is dependent on external factors such as the performance 
of the regional and global stock exchanges and the flows of foreign funds. The sentiment is also 
induced by factors such as economic and political conditions and the growth potential of the 
various sectors of the economy. These factors constantly contribute to the volatility of share 
prices witnessed on Bursa Securities and this adds risks to the market price of our Shares. 
Nevertheless, our profitability is not dependent on the performance of Bursa Securities as our 
business activities have no direct correlation with the performance of securities listed on Bursa 
Securities. 
 
It is expected that there will be about 10 Market Days after the close of the Public Issue before 
the trading of our Shares commences. We cannot assure you that there will be no event or 
occurrence that will have an adverse impact on the securities market (both local and foreign), 
our industry or us specifically during this period that would adversely affect the market price of 
our Shares when they begin trading. 
 
In addition, the market price of our Shares may fluctuate significantly and rapidly in response 
to, amongst others, the following factors, some of which are beyond our control: 
 
(i) variations in our financial results and operations; 
 
(ii) success or failure of our Executive Directors and Key Senior Management personnel 

in implementing business and growth strategies; 
 
(iii) gain or loss of an important business relationship; 
 
(iv) changes in securities analysts’ recommendations, perceptions or estimates of our 

financial performance; 
 
(v) changes in conditions affecting the industry, the general economic conditions or stock 

market sentiments or other related events or factors; 
 
(vi) changes in market valuations and share prices of companies with similar businesses 

to our Group that may be listed on Bursa Securities; 
 
(vii) additions or departures of our Executive Directors and Key Senior Management; 
 
(viii) fluctuation in stock market prices and volume;  
 
(ix) involvement in litigation; 
 
(x) changes in government policy, legislation or regulation; and/or 
 
(xi) general operational and business risks. 
 
In addition, many of the risks described elsewhere in this Prospectus could materially and 
adversely affect the market price of our Shares. Accordingly, there can be no assurance that 
our Shares will not trade at prices lower than the IPO Price. 
 
There can be no assurance that the price and trading of our Shares will not be subject to the 
same fluctuations. 
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9.3.4 The interest of our Promoters who control our Group may not be aligned with the interest 
of our shareholders  
 
Our Promoters will hold in aggregate at least 66.3% of our enlarged number of issued Shares 
upon Listing. As a result, they will be able to, in the foreseeable future, effectively control the 
business direction and management of our Group including the election of Directors, the timing 
and payment of dividends as well as having voting control over our Group and as such, will 
likely influence the outcome of certain matters requiring the vote of our shareholders, unless 
they are required to abstain from voting either by law and by relevant guidelines or regulations. 
 
As a step towards good corporate governance, the appointment of Independent Non-Executive 
Directors and our Audit Committee will serve as an effective mechanism to promote good 
corporate governance to ensure future transactions of our Group, including related party 
transactions, if any, are entered into at arms’ length basis, on normal commercial terms which 
are not more favourable to the related parties than those generally available to the public and 
are not detrimental to our minority shareholders. Our Audit Committee will in that sense 
represent the interest of the minority shareholders and general public at large. 
 
However, there can be no assurance that the interests of our Promoters will be aligned with 
those of our other shareholders. 
 

9.3.5 Uncertainty of dividend payments  
 
Our ability to declare dividends to our shareholders is dependent on, among others, our future 
financial performance, cash flow position, capital requirements and other obligations, and our 
ability to implement our business plans. Deterioration of these factors could have an effect on 
our business, which in turn will affect our ability to declare dividends to our shareholders. As 
such, there is no assurance that we will be able to pay dividends to our shareholders. 

 
Furthermore, dividend payments are not guaranteed and our Board may decide, at its 
discretion, at any time and for any reason, not to pay dividends. If we do not pay dividends, or 
pay dividends at levels lower than that anticipated by investors, the market price of our Shares 
may be negatively affected and the value of any investment in our Shares may be reduced. 
 

9.3.6 Failure or delay in our Listing  
 

The occurrence of certain events, including but not limited to the following, may cause a delay 
in or termination of our Listing: 
 
(i) our Underwriter exercising its rights under the Underwriting Agreement, or the 

Placement Agent’s exercise of its rights under the Placement Agreement, to discharge 
itself from its obligations under such agreements; 

 
(ii) our inability to meet the public shareholding spread requirement of the Listing 

Requirements of having at least 25% of our enlarged number of issued Shares for which 
listing is sought to be held by a minimum of 1,000 public shareholders holding not less 
than 100 Shares each, at the point of our Listing;  

 
(iii) the revocation of approvals from the relevant authorities prior to our Listing or 

Admission for whatever reason; or 
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Where prior to the issuance and allotment of our IPO Shares: 
 
(a) the SC issues a stop order pursuant to Section 245(1) of the CMSA, the applications 

shall be deemed to be withdrawn and cancelled, and we and our Offerors shall repay 
all monies paid in respect of the applications for our IPO Shares within 14 days of the 
stop order, failing which we shall be liable to return such monies with interest at the rate 
of 10.0% per annum or at such other rate as may be prescribed by the SC pursuant to 
Section 245(7)(a) of the CMSA; or 

 
(b) our Listing is aborted, investors will not receive any of our IPO Shares, all monies paid 

in respect of all Applications for our IPO Shares will be refunded free of interest. 
 
Where subsequent to the issuance and allotment of our IPO Shares: 

 
(aa) the SC issues a stop order pursuant to Section 245(1) of the CMSA, any issue of our 

IPO Shares shall be deemed to be void and all monies received from the applicants 
shall be forthwith repaid and if any such money is not repaid within 14 days of the date 
of service of the stop order, we shall be liable to return such monies with interest at the 
rate of 10.0% per annum or at such other rate as may be prescribed by the SC pursuant 
to Section 245(7)(b) of the CMSA; or 
 

(bb) our Listing is aborted other than pursuant to a stop order by the SC, a return of monies 
to our shareholders could only be achieved by way of a cancellation of our share capital 
as provided under the Act and its related rules. Such cancellation can be implemented 
by either: 
 
▪ the sanction of our shareholders by special resolution in a general meeting, 

consent by our creditors (unless dispensation with such consent has been 
granted by the High Court of Malaya) and the confirmation of the High Court of 
Malaya, in which case there can be no assurance that such monies can be 
returned within a short period of time or at all under such circumstances; or  

 
▪ the sanction of our shareholders by special resolution in a general meeting 

supported by a solvency statement from our Directors. 
 

 
 
 
 

[The rest of this page has been intentionally left blank] 
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10.1 RELATED PARTY TRANSACTIONS 
 

 Pursuant to the Listing Requirements, a “related party transaction” is a transaction entered into 
by a listed corporation or its subsidiaries that involves the interest (direct or indirect) of a related 
party. A “related party” of a listed corporation is: 

(i) A director, having the meaning given in Section 2(1) of the CMSA and includes any 
person who is or was within the preceding 6 months of the date on which the terms of 
the transaction were agreed upon, a director of the listed corporation, its subsidiaries 
or holding company or a chief executive of the listed corporation, its subsidiaries or 
holding company; or 
 

(ii) A major shareholder including any person who is or was within the preceding 6 months 
of the date on which the terms of the transaction were agreed upon, a major 
shareholder of the listed corporation or its subsidiaries or holding company, having an 
interest or interests in one or more voting shares in a corporation and the number or 
aggregate number of those shares is: 

 
(a) 10.0% or more of the total number of voting shares in the corporation; or 

 
(b) 5.0% or more of the total number of voting shares in the corporation where 

such person is the largest shareholder of the corporation; or 
 
(iii) A person connected with such director or major shareholder. 

 
 

 

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



18
0

R
eg

is
tra

tio
n 

N
o.

 2
02

10
10

22
91

0 
(1

42
32

10
-X

) 
R

eg
is

tra
tio

n 
N

o.
 2

02
10

10
22

91
0 

(1
42

32
10

-X
) 

 10
. 

R
EL

AT
ED

 P
AR

TY
 T

R
AN

SA
C

TI
O

N
S 

(C
O

N
T’

D
) 

  

18
0  

10
.1

.1
 

Tr
an

sa
ct

io
n 

th
at

 a
re

 m
at

er
ia

l t
o 

ou
r G

ro
up

  
 Sa

ve
 a

s 
di

sc
lo

se
d 

be
lo

w
, t

he
re

 is
 n

o 
ot

he
r 

m
at

er
ia

l r
el

at
ed

 p
ar

ty
 tr

an
sa

ct
io

n 
en

te
re

d 
or

 to
 b

e 
en

te
re

d 
in

to
 b

y 
ou

r 
G

ro
up

 w
hi

ch
 in

vo
lv

es
 th

e 
in

te
re

st
, 

di
re

ct
 o

r 
in

di
re

ct
, 

of
 o

ur
 D

ire
ct

or
s,

 S
ub

st
an

tia
l S

ha
re

ho
ld

er
s 

an
d/

or
 p

er
so

ns
 c

on
ne

ct
ed

 w
ith

 t
he

m
 f

or
 t

he
 F

in
an

ci
al

 Y
ea

rs
 U

nd
er

 R
ev

ie
w

, 
FP

E 
31

 
D

ec
em

be
r 2

02
1 

an
d 

up
 to

 th
e 

LP
D

: 
 Tr

an
sa

ct
in

g 
pa

rt
ie

s 
N

at
ur

e 
of

 re
la

tio
ns

hi
p 

N
at

ur
e 

of
 tr

an
sa

ct
io

n 

Tr
an

sa
ct

io
n 

va
lu

e 

FY
E 

20
19

 
FY

E 
20

20
 

FY
E 

20
21

 

FP
E 

31
 

D
ec

em
be

r 
20

21
 

1 
Ja

nu
ar

y 
20

22
 u

p 
to

 
th

e 
LP

D
 

R
M

’0
00

 
R

M
’0

00
 

R
M

’0
00

 
R

M
’0

00
 

R
M

’0
00

 
 

 
 

 
 

 
 

 

ST
G

 a
nd

 S
in

 H
oc

k 
G

ua
n 

Tr
ad

in
g 

 
A 

so
le

 p
ro

pr
ie

to
rs

hi
p 

w
hi

ch
 

pr
ov

id
es

 
tra

ns
po

rta
tio

n 
se

rv
ic

es
. 

It 
is

 o
w

ne
d 

by
 G

an
 

So
ck

 H
ua

. 
G

an
 S

oc
k 

H
ua

 is
 

th
e 

sp
ou

se
 o

f 
Er

 J
in

 H
oo

(1
) , 

w
ho

 i
s 

th
e 

Pr
om

ot
er

 o
f 

ou
r 

C
om

pa
ny

 
an

d 
sh

e 
is

 
th

e 
si

st
er

-in
-la

w
 o

f 
Er

 H
oc

k 
La

i 
an

d 
E

 T
ak

 B
in

, 
w

ho
 a

re
 t

he
 

Pr
om

ot
er

s,
 

Su
bs

ta
nt

ia
l 

Sh
ar

eh
ol

de
rs

 a
nd

 D
ire

ct
or

s 
of

 
ou

r C
om

pa
ny

. 

Tr
an

sp
or

t 
se

rv
ic

e 
pr

ov
id

ed
 

to
 S

TG
 o

n 
an

 a
d 

ho
c 

ba
si

s.
 

 Th
is

 tr
an

sa
ct

io
n 

is
 re

cu
rr

en
t 

in
 n

at
ur

e 
an

d 
w

ill 
su

bs
is

t 
af

te
r o

ur
 L

is
tin

g(2
)(

3)
 

2,
77

5 
(0

.5
%

 o
f 

ou
r 

G
ro

up
’s

 
C

O
S)

 

2,
69

9 
(0

.5
%

 o
f 

ou
r 

G
ro

up
’s

 
C

O
S)

 

3,
88

1 
(0

.6
%

 o
f 

ou
r 

G
ro

up
’s

 
C

O
S)

 

87
2 

 
(0

.5
%

 o
f 

ou
r G

ro
up

’s
 

C
O

S)
 

1,
91

3 
  

 
 

 
 

 
 

 
 



18
1

R
eg

is
tra

tio
n 

N
o.

 2
02

10
10

22
91

0 
(1

42
32

10
-X

) 
R

eg
is

tra
tio

n 
N

o.
 2

02
10

10
22

91
0 

(1
42

32
10

-X
) 

 10
. 

R
EL

AT
ED

 P
AR

TY
 T

R
AN

SA
C

TI
O

N
S 

(C
O

N
T’

D
) 

  

18
1  

Tr
an

sa
ct

in
g 

pa
rt

ie
s 

N
at

ur
e 

of
 re

la
tio

ns
hi

p 
N

at
ur

e 
of

 tr
an

sa
ct

io
n 

Tr
an

sa
ct

io
n 

va
lu

e 

FY
E 

20
19

 
FY

E 
20

20
 

FY
E 

20
21

 

FP
E 

31
 

D
ec

em
be

r 
20

21
 

1 
Ja

nu
ar

y 
20

22
 u

p 
to

 
th

e 
LP

D
 

R
M

’0
00

 
R

M
’0

00
 

R
M

’0
00

 
R

M
’0

00
 

R
M

’0
00

 
ST

G
 a

nd
 S

ha
ng

 F
u 

Tr
ad

in
g 

A 
so

le
 p

ro
pr

ie
to

rs
hi

p 
w

hi
ch

 
pr

ov
id

es
 

in
di

re
ct

 
m

at
er

ia
ls

 
an

d 
su

nd
ry

 
su

pp
lie

s,
 

in
cl

ud
in

g 
bu

t 
no

t 
lim

ite
d 

to
 

w
hi

te
 m

or
ta

r 
(li

m
e)

, 
ta

pi
oc

a 
st

ar
ch

, 
gl

ov
es

 
an

d 
bo

ttl
ed

 
m

in
er

al
 w

at
er

.  
It 

is
 o

w
ne

d 
by

 
G

oh
 S

ia
k 

Ki
au

. G
oh

 S
ia

k 
Ki

au
 

is
 t

he
 s

po
us

e 
of

 E
 T

ak
 B

in
, 

w
ho

 
is

 
th

e 
Pr

om
ot

er
, 

Su
bs

ta
nt

ia
l 

Sh
ar

eh
ol

de
r 

an
d 

D
ire

ct
or

 o
f o

ur
 C

om
pa

ny
.  

Pu
rc

ha
se

 
of

 
in

di
re

ct
 

m
at

er
ia

ls
 

an
d 

su
nd

ry
 

su
pp

lie
s 

by
 S

TG
 o

n 
an

 a
d 

ho
c 

ba
si

s.
  

 Th
e 

pu
rp

os
e 

of
 t

he
 in

di
re

ct
 

m
at

er
ia

ls
 

an
d 

su
nd

ry
 

su
pp

lie
s 

su
ch

 
as

 
w

hi
te

 
m

or
ta

r (
lim

e)
, t

ap
io

ca
 s

ta
rc

h 
an

d 
gl

ov
es

 
fo

r 
ru

bb
er

 
pr

oc
es

si
ng

 
an

d 
sa

fe
ty

 
pu

rp
os

es
 

an
d 

bo
ttl

ed
 

m
in

er
al

 w
at

er
 fo

r t
he

 w
el

fa
re

 
of

 th
e 

em
pl

oy
ee

s.
 

 Th
is

 tr
an

sa
ct

io
n 

is
 re

cu
rr

en
t 

in
 n

at
ur

e 
an

d 
w

ill 
su

bs
is

t 
af

te
r o

ur
 L

is
tin

g(2
)  

17
1 

(<
0.

1%
 o

f 
ou

r 
G

ro
up

’s
 

C
O

S)
 

17
4 

(<
0.

1%
 o

f 
ou

r 
G

ro
up

’s
 

C
O

S)
 

15
5 

(<
0.

1%
 o

f 
ou

r 
G

ro
up

’s
 

C
O

S)
 

88
 

(<
0.

1%
 o

f 
ou

r G
ro

up
’s

 
C

O
S)

 

90
  

 
 

 
 

 
 

 
 



18
2

R
eg

is
tra

tio
n 

N
o.

 2
02

10
10

22
91

0 
(1

42
32

10
-X

) 
R

eg
is

tra
tio

n 
N

o.
 2

02
10

10
22

91
0 

(1
42

32
10

-X
) 

 10
. 

R
EL

AT
ED

 P
AR

TY
 T

R
AN

SA
C

TI
O

N
S 

(C
O

N
T’

D
) 

  

18
2  

Tr
an

sa
ct

in
g 

pa
rt

ie
s 

N
at

ur
e 

of
 re

la
tio

ns
hi

p 
N

at
ur

e 
of

 tr
an

sa
ct

io
n 

Tr
an

sa
ct

io
n 

va
lu

e 

FY
E 

20
19

 
FY

E 
20

20
 

FY
E 

20
21

 

FP
E 

31
 

D
ec

em
be

r 
20

21
 

1 
Ja

nu
ar

y 
20

22
 u

p 
to

 
th

e 
LP

D
 

R
M

’0
00

 
R

M
’0

00
 

R
M

’0
00

 
R

M
’0

00
 

R
M

’0
00

 
ST

G
 

an
d 

Te
gu

h 
Ti

m
be

r M
er

ch
an

t  
A 

so
le

 
pr

op
rie

to
rs

hi
p 

th
at

 
su

pp
lie

s 
w

oo
de

n 
pa

lle
ts

 a
nd

 
re

la
te

d 
tra

ns
po

rta
tio

n 
se

rv
ic

es
. I

t i
s 

ow
ne

d 
by

 E
r A

ik
 

Si
a.

 E
r A

ik
 S

ia
 is

 th
e 

si
st

er
 o

f 
Er

 H
oc

k 
La

i 
an

d 
E

 T
ak

 B
in

, 
w

ho
 

ar
e 

th
e 

Pr
om

ot
er

s,
 

Su
bs

ta
nt

ia
l S

ha
re

ho
ld

er
s 

an
d 

D
ire

ct
or

s 
of

 o
ur

 C
om

pa
ny

. 

Pu
rc

ha
se

 o
f w

oo
de

n 
pa

lle
ts

 
fo

r 
th

e 
pa

ck
ag

in
g 

of
 

pr
oc

es
se

d 
ru

bb
er

 
an

d 
re

la
te

d 
tra

ns
po

rta
tio

n 
ch

ar
ge

s 
by

 S
TG

 o
n 

an
 a

d 
ho

c 
ba

si
s.

 
 Th

is
 tr

an
sa

ct
io

n 
is

 re
cu

rr
en

t 
in

 n
at

ur
e 

an
d 

w
ill 

su
bs

is
t 

af
te

r o
ur

 L
is

tin
g(2

)  

74
5 

(0
.1

%
 o

f 
ou

r 
G

ro
up

’s
 

C
O

S)
 

58
9 

(0
.1

%
 o

f 
ou

r 
G

ro
up

’s
 

C
O

S
) 

48
4 

(0
.1

%
 o

f 
ou

r 
G

ro
up

’s
 

C
O

S)
  

- 
- 

 
 

 
 

 
 

 
 

ST
G

 
an

d 
G

ol
d 

C
oa

st
 

C
he

m
ic

al
s 

Sd
n 

Bh
d 

 

A 
co

m
pa

ny
 

w
hi

ch
 

su
pp

lie
s 

ch
em

ic
al

s.
 

It 
is

 
ow

ne
d 

by
 

C
h’

ng
 C

ha
n 

C
ha

i (
30

%
) 

an
d 

Yu
an

 
C

ha
ng

 
M

in
g 

(7
0%

). 
C

h’
ng

 C
ha

n 
C

ha
i i

s 
a 

di
re

ct
or

 
of

 th
e 

co
m

pa
ny

 a
nd

 h
e 

is
 th

e 
br

ot
he

r-
in

-la
w

 o
f 

Er
 H

oc
k 

La
i 

an
d 

E
 T

ak
 B

in
, 

w
ho

 a
re

 t
he

 
Pr

om
ot

er
s,

 
Su

bs
ta

nt
ia

l 
Sh

ar
eh

ol
de

rs
 a

nd
 D

ire
ct

or
s 

of
 

ou
r C

om
pa

ny
. 

Pu
rc

ha
se

 o
f 

st
er

ic
 a

ci
d 

by
 

ST
G

 
as

 
a 

va
lu

e-
ad

de
d 

ad
di

tiv
e 

fo
r 

th
e 

pr
oc

es
si

ng
 

of
 

Pr
em

iu
m

 
G

ra
de

 
bl

oc
k 

ru
bb

er
 o

n 
an

 a
d 

ho
c 

ba
si

s.
 

 Th
is

 tr
an

sa
ct

io
n 

is
 re

cu
rr

en
t 

in
 n

at
ur

e 
an

d 
w

ill 
su

bs
is

t 
af

te
r o

ur
 L

is
tin

g(2
)  

92
 

(<
0.

1%
 o

f 
ou

r 
G

ro
up

’s
 

C
O

S)
 

51
 

(<
0.

1%
 o

f 
ou

r 
G

ro
up

’s
 

C
O

S)
 

12
5 

(<
0.

1%
 o

f 
ou

r 
G

ro
up

’s
 

C
O

S)
 

57
 

(<
0.

1%
 o

f 
ou

r G
ro

up
’s

 
C

O
S)

 

74
  

 
 

 
 

 
 

 
 



18
3

R
eg

is
tra

tio
n 

N
o.

 2
02

10
10

22
91

0 
(1

42
32

10
-X

) 
R

eg
is

tra
tio

n 
N

o.
 2

02
10

10
22

91
0 

(1
42

32
10

-X
) 

 10
. 

R
EL

AT
ED

 P
AR

TY
 T

R
AN

SA
C

TI
O

N
S 

(C
O

N
T’

D
) 

  

18
3  

Tr
an

sa
ct

in
g 

pa
rt

ie
s 

N
at

ur
e 

of
 re

la
tio

ns
hi

p 
N

at
ur

e 
of

 tr
an

sa
ct

io
n 

Tr
an

sa
ct

io
n 

va
lu

e 

FY
E 

20
19

 
FY

E 
20

20
 

FY
E 

20
21

 

FP
E 

31
 

D
ec

em
be

r 
20

21
 

1 
Ja

nu
ar

y 
20

22
 u

p 
to

 
th

e 
LP

D
 

R
M

’0
00

 
R

M
’0

00
 

R
M

’0
00

 
R

M
’0

00
 

R
M

’0
00

 
ST

G
 

an
d 

Ja
h 

H
o 

Lo
gi

st
ic

 S
dn

 B
hd

  
A 

co
m

pa
ny

 
w

hi
ch

 
pr

ov
id

es
 

tra
ns

po
rta

tio
n 

se
rv

ic
es

. 
It 

is
 

ow
ne

d 
by

 o
ur

 P
ro

m
ot

er
, 

Er
 

Ji
n 

H
oo

’s
(1

)  c
hi

ld
re

n,
 E

r 
C

hi
n 

Le
e 

(4
0%

), 
Er

 
C

hi
n 

N
ee

 
(3

0%
) a

nd
 E

r C
hi

n 
Lu

 (3
0%

), 
w

ho
 a

re
 a

ls
o 

di
re

ct
or

s 
of

 t
he

 
co

m
pa

ny
. 

Tr
an

sp
or

t 
se

rv
ic

e 
pr

ov
id

ed
 

to
 S

TG
 o

n 
an

 a
d 

ho
c 

ba
si

s.
 

 Th
is

 tr
an

sa
ct

io
n 

is
 re

cu
rr

en
t 

in
 n

at
ur

e 
an

d 
w

ill 
su

bs
is

t 
af

te
r o

ur
 L

is
tin

g(2
)(

3)
 

1,
01

0 
(0

.2
%

 o
f 

ou
r 

G
ro

up
’s

 
C

O
S)

 

98
8 

(0
.2

%
 o

f 
ou

r 
G

ro
up

’s
 

C
O

S)
 

80
9 

(0
.1

%
 o

f 
ou

r 
G

ro
up

’s
 

C
O

S)
 

39
5 

(0
.1

%
 o

f 
ou

r G
ro

up
’s

 
C

O
S)

 

20
7  

 
 

 
 

 
 

 
 

 N
ot

es
: 

 (1
) 

A
 P

ro
m

ot
er

 a
nd

 a
 d

ire
ct

or
 o

f o
ur

 s
ub

si
di

ar
ie

s,
 S

FT
 a

nd
 S

TG
. H

e 
is

 a
 p

er
so

n 
co

nn
ec

te
d 

to
 th

e 
fo

llo
w

in
g 

re
la

te
d 

pa
rti

es
:  

 

▪ 
br

ot
he

r o
f E

r H
oc

k 
La

i, 
w

ho
 is

 a
 P

ro
m

ot
er

, S
ub

st
an

tia
l S

ha
re

ho
ld

er
 a

nd
 M

an
ag

in
g 

D
ire

ct
or

 o
f o

ur
 C

om
pa

ny
; a

nd
 

 

▪ 
br

ot
he

r o
f E

 T
ak

 B
in

, w
ho

 is
 a

 P
ro

m
ot

er
, S

ub
st

an
tia

l S
ha

re
ho

ld
er

 a
nd

 N
on

-In
de

pe
nd

en
t E

xe
cu

tiv
e 

D
ire

ct
or

 o
f o

ur
 C

om
pa

ny
. 

 
(2

) 
O

ur
 G

ro
up

 h
as

 b
ee

n 
an

d 
m

ay
 c

on
tin

ue
 to

 p
ur

ch
as

e 
su

pp
lie

s 
an

d 
en

ga
ge

 fo
r t

ra
ns

po
rt 

se
rv

ic
e 

fro
m

 th
e 

re
la

te
d 

pa
rti

es
 if

 it
 is

 m
or

e 
co

st
 e

ffe
ct

iv
e 

to
 d

o 
so

 a
s 

co
m

pa
re

d 
to

 p
ur

ch
as

in
g 

fro
m

 o
r e

ng
ag

in
g 

ot
he

r t
hi

rd
-p

ar
ty

 s
up

pl
ie

rs
. 

 
(3

) 
Th

e 
tra

ns
ac

tio
ns

 w
er

e 
ca

rr
ie

d 
ou

t a
t a

 lo
w

er
 v

al
ue

 th
an

 th
e 

m
ar

ke
t p

ric
e.

 N
on

et
he

le
ss

, t
he

re
 is

 n
o 

m
at

er
ia

l i
m

pa
ct

 to
 th

e 
P

A
T

 o
f o

ur
 G

ro
up

 
sh

ou
ld

 th
e 

tra
ns

ac
tio

ns
 h

ad
 b

ee
n 

ca
rr

ie
d 

ou
t a

t t
he

 m
ar

ke
t p

ric
e.

 



184

Registration No. 202101022910 (1423210-X) Registration No. 202101022910 (1423210-X) 
 
10. RELATED PARTY TRANSACTIONS (CONT’D) 
 

 

184 
 

The Directors confirm that the above RPTs were carried out on arms’ length basis and on 
normal commercial terms which were not unfavourable to our Company but comparable to 
those generally available to third parties, save for the following: 
  
(i) Transport services provided to STG by Sin Hock Guan Trading and Jah Ho Logistics 

Sdn Bhd (“Related Suppliers”) 
 
The prices paid for the transport services provided by the Related Suppliers are not 
considered by the Directors to be on an arm’s length basis as it was provided on terms 
favourable to STG (i.e. prices paid to the Related Suppliers were below the market 
price for services of similar nature). Nevertheless, in view that the percentage 
contribution to the COS of our Group is less than 1% during the Financial Years Under 
Review and FPE 31 December 2021, any increase in the prices of such services will 
not have any material impact to the PAT of our Group and our Group is not dependent 
on the Related Suppliers. 
 
Following our Listing, the Directors will ensure that future transactions with the Related 
Suppliers (if any) will be in compliance with the Listing Requirements. The procedures 
to be undertaken to ensure that the future transactions with the Related Suppliers (if 
any) are carried out on an arm’s length basis are set out in Section 10.3 of this 
Prospectus.  

 
 

10.2 OTHER TRANSACTIONS 
 
10.2.1 Related party transactions entered into that are unusual in their nature or conditions 

 
Our Group has not entered into any transactions that is unusual in their nature or conditions, 
involving goods, services, tangible or intangible assets, with a related party for the Financial 
Years Under Review, FPE 31 December 2021 and up to the LPD. 
 

10.2.2 Loans and financial assistance made to or for the benefit of related parties 
 
Save as disclosed below, our Board has confirmed that there are no outstanding loans and 
financial assistance (including guarantees of any kind) made by us to or for the benefit of any 
related party for the Financial Years Under Review, FPE 31 December 2021 and up to the LPD: 
 
 

FYE 2019 FYE 2020 FYE 2021 

FPE 31 
December 

2021 
1 January 2022 

up to the LPD 

 RM’000 RM’000 RM’000 RM’000 RM’000 

Short-term 
advances 
extended by 
Er Hock Lai(1) 

- - - 100 510 

 
Note: 
 
(1) Er Hock Lai is the Promoter, Substantial Shareholder and Director of our Company. 

The advances are made interest-free for the purposes of payment for listing and other 
incidental expenses incurred by Seng Fong during the FPE 31 December 2021 up to 
the LPD. Our Company intends to repay the amount owing to Er Hock Lai upon the 
completion of the Acquisition.  
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The advances received from Er Hock Lai are not considered by our Directors to be on an arm’s 
length basis as it was provided on terms favourable to our Company (i.e. interest-free). Future 
loans and financial assistance from related parties, if any, will be carried out on normal 
commercial terms which are not more favourable to the related parties than those generally 
available to third parties dealing at arm’s length and are not to the detriment of our Group. 
 

10.2.3 Provision of guarantees by our Directors and/or Promoters for the banking facilities 
granted to our Group 
 
Our Directors and/or Promoters, namely, Er Hock Lai, E Tak Bin and Er Jin Hoo, have jointly 
and severally provided personal guarantees for the banking facilities extended by AmBank (M) 
Berhad, AmBank Islamic Berhad, Hong Leong Bank Berhad and United Overseas Bank 
(Malaysia) Bhd (collectively, “Financier(s)”) to STG. The breakdown of the facilities secured by 
STG as at LPD is set out below: 

 

 
Financiers 

 
Guarantors 

Amount  
utilised 
RM’000 

Unutilised 
balance 
RM’000 

Total amount 
of guarantee 

provided 
RM’000 

AmBank (M) Berhad 
 

▪ Er Hock Lai 
▪ Er Jin Hoo 
▪ E Tak Bin 

 

77,617 
 

58,383 136,000 

AmBank Islamic Berhad 
 

▪ Er Hock Lai 
▪ Er Jin Hoo 
▪ E Tak Bin 

 

8,205 2,161 10,366 

Hong Leong Bank Berhad 
 

▪ Er Hock Lai 
▪ Er Jin Hoo 
▪ E Tak Bin 
 

37,328 64,172 101,500 

United Overseas Bank 
(Malaysia) Bhd 

▪ Er Hock Lai 
▪ Er Jin Hoo 
▪ E Tak Bin 

28,193 70,207 98,400 

 Total 151,343 194,923 346,266 
 
Our Group has obtained conditional consents from the Financiers to release the above personal 
guarantees by substituting the same with corporate guarantees to be provided by our Company. 
These conditional consents are subject to the successful listing of our Company on the Main 
Market of Bursa Securities. 

 
 
10.3 MONITORING AND OVERSIGHT OF RELATED PARTY TRANSACTIONS 

 
Upon our Listing, our Audit and Risk Management Committee will review the terms of all related 
party transactions (including recurrent related party transactions), and our Directors will report 
such transactions, if any, annually in our Company’s annual report. In the event that there are 
any proposed related party transactions that involve the direct or indirect interest of our 
Directors, our interested Directors shall disclose to our Board the nature and extent of their 
interest including all matters in relation to the proposed related party transactions that they are 
aware or should reasonably be aware of, which is not in our best interest. Our interested 
Directors shall also abstain from any of our Board’s deliberation and voting on the relevant 
resolutions in respect of such proposed related party transactions. 
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Further, we will be required to seek our shareholders’ approval each time we enter into material 
related party transactions in accordance with the Listing Requirements. However, if the related 
party transactions are deemed as recurrent related party transactions, we may seek a general 
mandate from our shareholders to enter into these transactions. The interested person shall 
abstain from voting on the relevant resolutions in respect of such proposed related party 
transactions at our general meetings. Pursuant to the Listing Requirements, related party 
transactions may be aggregated to determine their materiality if the related party transactions 
occurred within a 12-month period, are entered with the same party or with parties connected 
to one another or if the transactions involve the acquisition or disposal of securities or interests 
in one particular corporation/asset or of various parcels of land contiguous to each other. 
 
 
 
 

[The rest of this page has been intentionally left blank] 
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11.1 INTEREST IN ENTITIES CARRYING ON A SIMILAR TRADE AS OUR GROUP OR WHICH 
ARE OUR CUSTOMERS AND/OR SUPPLIERS  
 
As at LPD, none of our Directors and Substantial Shareholders have any interest, direct or 
indirect, in other businesses or corporations which: 
 
(i) carry on a similar trade as that of our Group; or 
 
(ii) are customers or suppliers of our Group. 
 
In the event where a conflict of interest arises in our Group, our Audit and Risk Management 
Committee will assess the financial risk and matters relating to any potential conflict of interest 
situation that may arise within our Group including any transaction, procedure or course of 
conduct that raises questions of management integrity, to ensure that transactions are carried 
out in the best interest of our Group. 

 
 
11.2 DECLARATIONS OF CONFLICT OF INTERESTS BY OUR ADVISERS 

 
(i) Declaration by HLIB 

 
HLIB, its subsidiaries and associated companies as well as its penultimate holding 
company, namely Hong Leong Financial Group Berhad, and the subsidiaries and 
associated companies of Hong Leong Financial Group Berhad (collectively, the “Hong 
Leong Group”) form a diversified financial group and are engaged in a wide range of 
investment and commercial banking, brokerage, securities trading, assets and funds 
management and credit transaction services businesses. 
 
The Hong Leong Group has engaged, and may in the future engage, in transactions 
with and perform services for our Group. In addition, in the ordinary course of business, 
any member of the Hong Leong Group may at any time offer or provide its services to 
or engage in any transaction (on its own account or otherwise) with our Group, hold 
long or short positions, and may trade or otherwise effect transactions for its own 
account or the account of its customers in debt or equity securities or senior loans of 
our Group.  
 
As at LPD, our Group has outstanding banking facilities with the Hong Leong Group 
amounting to approximately RM38.8 million. We have allocated approximately RM27.9 
million to partially repay the outstanding trade financing facilities granted by Hong 
Leong Bank Berhad using the proceeds raised from the Public Issue. 
 
Notwithstanding the above, HLIB is of the view that the aforesaid lending relationship 
would not give rise to a conflict of interest situation in its capacity as our Principal Adviser, 
Underwriter and Placement Agent for our IPO as: 
 
(i) HLIB is a licensed investment bank and its appointment as the Principal 

Adviser, Underwriter and Placement Agent for our IPO and the extension of the 
banking facilities by the Hong Leong Group arose in its ordinary course of 
business; 

 
(ii) the conduct of the Hong Leong Group in its banking business is strictly regulated 

by the Financial Services Act 2013, Islamic Financial Services Act 2013 and, 
where applicable, the CMSA, as well as the Hong Leong Group’s own internal 
controls and checks; and 

 
(iii) the said banking facilities which is approximately 0.1% of the audited NA of the 

Hong Leong Group as at 30 June 2021 of RM29.5 billion, are not material. 
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HLIB has also confirmed that as at LPD, there are no circumstances that exists or is 
likely to exist to give rise to a possible conflict of interest situation in its capacity as our 
Principal Adviser, Placement Agent and Underwriter in relation to our IPO. 

 
(ii) Declaration by Rosli Dahlan Saravana Partnership 

 
Rosli Dahlan Saravana Partnership has confirmed that there is no existing or potential 
conflict of interest in its capacity as Legal Advisers to our Company in relation to our 
IPO. 
 

(iii) Declaration by Crowe Malaysia PLT 
 
Crowe Malaysia PLT has confirmed that there is no existing or potential conflict of 
interest in its capacity as the Auditors and the Reporting Accountants to our Company 
in relation to our IPO. 
 

(iv) Declaration by Smith Zander  
 
Smith Zander has confirmed that there is no existing or potential conflict of interest in 
its capacity as the Independent Market Researcher to our Company in relation to our 
IPO. 
 
 
 
 
 

[The rest of this page has been intentionally left blank] 
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12.1 HISTORICAL FINANCIAL INFORMATION 
 
The historical audited combined financial information of our Group for the Financial Years 
Under Review and FPE 31 December 2020 and FPE 31 December 2021 has been extracted 
from the Accountants’ Report set out in Section 13 of this Prospectus. The historical audited 
combined financial information should be read in conjunction with the following: 
 
▪ the Management’s Discussion and Analysis of Financial Condition and Results of 

Operations as set out in Section 12.3 of this Prospectus; and 
 
▪ the Accountants’ Report together with its accompanying notes as set out in Section 13 

of this Prospectus.  
 
The historical audited combined financial information included in this Prospectus does not 
reflect our operating results, financial position and cash flows in the future, and our past 
operating results are not indicative of our future operating performance. 
 

12.1.1 Historical statements of profit or loss and other comprehensive income of our Group 
 
The table below sets out the selected financial information of the combined statements of profit 
or loss and other comprehensive income for the Financial Years Under Review, FPE 31 
December 2020 and FPE 31 December 2021, which is extracted from the Accountants’ Report 
as set out in Section 13 of this Prospectus: 
 
 <-------Audited FYE 30 June------> Unaudited Audited 
 2019 2020 2021 FPE 31 

December 
2020 

FPE 31 
December

2021 
 RM’000 RM’000 RM’000 RM’000 RM’000 
Revenue 636,834 616,435 768,177 337,116 400,490 
COS (591,731) (576,844) (694,290) (311,224) (363,096) 

GP 45,103 39,591 73,887 25,892 37,394 
Other income 1,074 4,226 563 2,473 378 
Selling expenses (16,743) (14,414) (18,281) (7,851) (9,802) 
Administrative expenses (6,398) (5,292) (8,626) (2,714) (3,407) 
Other expenses (1,324) (5,558) (588) (1) (125) 
Finance costs (2,862) (2,373) (1,123) (570) (510) 

PBT 18,850 16,180 45,832 17,229 23,928 
Income tax expense (4,504) (3,442) (11,210) (4,000) (5,972) 

PAT(1) 14,346 12,738 34,622 13,229 17,956 

Other comprehensive 
income 

     

- Foreign currency 
translation 
differences 

418 265 - - - 

Total comprehensive 
income for the FY/FP 

14,764 13,003 34,622 13,229 17,956 
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 <-----Audited FYE 30 June-----> Unaudited Audited 
  2019 2020 2021 FPE 31 

December 
2020 

FPE 31 
December 

2021 
 RM’000 RM’000 RM’000 RM’000 RM’000 
PAT(1) attributable to:      
Owners of our Company 14,546 13,355 34,622 13,229 17,956 
Non-controlling interests (200) (617) - - - 
 14,346 12,738 34,622 13,229 17,956 
      
Total comprehensive 
income attributable to: 

     

Owners of our Company 14,797 13,281 34,622 13,229 17,956 
Non-controlling interests (33) (278) - - - 
 14,764 13,003 34,622 13,229 17,956 
      
GP margin (%)(2) 7.1 6.4 9.6 7.7 9.3 
EBITDA (RM’000)(3) 24,506 20,375 49,213 18,983 25,558 
Adjusted EBITDA 
(RM’000)(3) 

24,506 17,586 49,213 18,983 25,558 

EBITDA margin (%)(4) 3.8 3.3 6.4 5.6 6.4 
Adjusted EBITDA 
margin (%)(5) 

3.8 2.9 6.4 5.6 6.4 

PBT margin (%)(6) 3.0 2.6 6.0 5.1 6.0 
PAT margin (%)(7) 2.3 2.1 4.5 3.9 4.5 
Basic and diluted EPS 
(sen)(8) 

2.8 2.6 6.7 2.5 3.5 

Effective tax rate (%) 23.9 21.3 24.5 23.2 25.0 
 
Notes: 
 
(1) In accordance with Malaysian Financial Reporting Standards 5 – Non-Current Assets 

Held for Sale and Discontinued Operations, the operations of BMI have not been 
classified as a discontinued operation in the combined financial statements because 
its operations and cash flows could not be clearly distinguished, operationally and for 
financial reporting purposes, from the rest of entities within our Group as BMI sold all 
its processed natural block rubber, CSR, to STG within our Group.  
 
For the FYE 2019 and 11-month financial period ended 31 May 2020, the revenue of 
BMI were RM49,364,385 and RM24,377,373 respectively which were eliminated on 
consolidation in our Group’s financial statements. This is due to all the finished products 
of BMI were sold to STG for the FYE 2019 and 11-month financial period ended 31 
May 2020 were treated as our COS. Therefore, there is no revenue contribution by BMI 
to our Group.  
 
The disposal of BMI was completed on 11 June 2020.  
 

(2) GP Margin is computed as GP divided by revenue. 
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(3) EBITDA and adjusted EBITDA are computed as follows: 

 
 <--Audited FYE 30 June--> Unaudited Audited 
 

2019 2020 2021 

FPE 31 
December 

2020 

FPE 31 
December 

2021 
 RM’000 RM’000 RM’000 RM’000 RM’000 
PAT 14,346 12,738 34,622 13,229 17,956 
Add/(Deduct):      

Taxation 4,504 3,442 11,210 4,000 5,972 
Finance costs 2,862 2,373 1,123 570 510 
Finance 
income 

(316)  (569) (119) (50) (50) 

Depreciation 3,110 2,391 2,377 1,234 1,170 
EBITDA 24,506 20,375 49,213 18,983 25,558 
Deduct non-
recurring income: 

     

Gain on 
disposal of 
subsidiary 

- (2,789) - - - 

Adjusted EBITDA 24,506 17,586 49,213 18,983 25,558 
 
EBITDA/adjusted EBITDA, and the related ratios presented in this Prospectus are 
supplemented measures of our performance and liquidity and should not be considered 
as an alternative to net income results from operating activities or any other 
performance measures or as an alternative to cash flows from operating activities or as 
a measure of liquidity.  

The EBITDA/adjusted EBITDA presented here may not be comparable to similar terms 
or measures presented by other companies because not all companies use the same 
definitions or methodology to derive their EBITDA/adjusted EBITDA. 
 

(4) EBITDA Margin is computed as EBITDA divided by revenue. 
 

(5) Adjusted EBITDA Margin is computed as adjusted EBITDA divided by revenue. 
 

(6) PBT Margin is computed as PBT divided by revenue. 
 

(7) PAT Margin is computed as PAT divided by revenue. 
 
(8) Basic and diluted EPS of our Group is computed based on PAT attributable to owners 

of our Company divided by our enlarged issued Shares of 518,960,000 Shares upon 
Listing.  There are no potential dilutive securities in issue during the respective 
Financial Years Under Review, FPE 31 December 2020 and FPE 31 December 2021. 

 
 
 
 
 

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



192

Registration No. 202101022910 (1423210-X) Registration No. 202101022910 (1423210-X) 
 
12. FINANCIAL INFORMATION (CONT’D) 

 

 

 

192 
 

Historical statements of financial position of our Group 

The table below sets out the selected financial information of our combined statements of 
financial position as at the Financial Years Under Review and FPE 31 December 2021 as 
extracted from the Accountants’ Report as set out Section 13 of this Prospectus: 
 

 <----Audited as at 30 June----> Audited 
 

2019 2020 2021 

FPE 31 
December 

2021 
 RM’000 RM’000 RM’000 RM’000 
ASSETS     
Non-current assets     
Property, plant and equipment 32,011 26,926 30,854 40,706 
Right-of-use assets - 4,798 4,657 4,587 

Total non-current assets 32,011 31,724 35,511 45,293 
     

Current assets     
Inventories 34,526 59,778 106,157 130,327 
Trade receivables 71,155 46,135 35,898 55,917 
Other receivables 2,148 3,209 3,546 4,225 
Current tax assets - 181 - - 
Derivative assets - 177 - 51 
Deposits, bank and cash balances 29,020 23,549 13,453 1,541 
 136,849 133,029 159,054 192,061 
Assets of disposal group classified 
as held for sale 

25,639 - - - 

 162,488 133,029 159,054 192,061 
     

TOTAL ASSETS 194,499 164,753 194,565 237,354 
      

EQUITY AND LIABILITIES     
Equity       
Share capital - - - * 
Invested capital(1) 6,000 6,000 6,000 6,000 
Reserves 85,802 69,723 81,845 89,801 

Equity attributable to owners of 
our Company 

91,802 75,723 87,845 95,801 

Non-controlling interests 7,019 - - - 

TOTAL EQUITY 98,821 75,723 87,845 95,801 
     

Non-current liabilities     
Bank borrowings  - - - 6,864 
Deferred tax liabilities 3,628 3,628 3,740 3,736 

Total non-current liability 3,628 3,628 3,740 10,600 
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 <------Audited as at 30 June------> Audited  
 

2019 2020 2021 

FPE 31 
December 

2021 
 RM’000 RM’000 RM’000 RM’000 
Current liabilities     
Trade payables 3,017 2,041 6,727 25,738 
Other payables 7,585 5,904 14,869 14,696 
Bank Borrowings 77,082 77,435 76,799 85,402 
Current tax liabilities 165 22 4,447 5,087 
Derivative liabilities 61 - 138 30 
 87,910 85,402 102,980 130,953 
Liabilities of disposal group 
classified as held for sale 

4,140 - - - 

 92,050 85,402 102,980 130,953 
     

TOTAL LIABILITIES 95,678 89,030 106,720 141,553 

     

TOTAL EQUITY AND LIABILITIES 194,499 164,753 194,565 237,354 
 
Notes: 
 
* Denote RM1.00. 
 
(1) For the purpose of the combined statements of financial position of our Group for the 

FYEs 2019, 2020 and 2021, as well as FPE 31 December 2021 the invested capital 
as at the end of the respective FYs and FP constitutes the share capital of our 
Company and SFT.   
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12.2 CAPITALISATION AND INDEBTEDNESS 
 
The table below sets out our capitalisation and indebtedness based on our unaudited 
management accounts as at 30 April 2022 and assuming that our IPO and the use of the 
proceeds arising from the Public Issue as set out in Section 4.7 of this Prospectus.  
 
The pro forma financial information below does not represent our actual cash and cash 
equivalents, capitalisation and indebtedness as at 30 April 2022 and is provided for illustrative 
purposes only. 
 
Our long-term indebtedness is not secured and guaranteed by any third party. 
 

 
Unaudited as at 

30 April 2022  
After our IPO and 

use of proceeds 
 RM’000 RM’000 
   
Deposit, bank and cash balances 19,025 43,826 
   
Indebtedness:   
Current   
Unsecured and guaranteed   
- Trade bills 141,357 113,495 
- Term loan 2,000 - 
 143,357 113,495 
Non-current   
Unsecured and guaranteed   
- Trade bills - - 
- Term loan  6,372 - 
 6,372 - 
Total indebtedness 149,729 113,495 
   
Total equity  108,814 174,942 
   
Total capitalisation and indebtedness 258,543 283,437 
   
Gearing ratio (times)^ 1.4 0.6 
Net gearing ratio (times)* 1.2 0.4 

 
Notes: 
 
^ Computed based on total indebtedness over the total equity. 

 
* Computed based on total indebtedness less deposit, bank and cash balances over the 

total equity. 
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12.3 MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND 
RESULTS OF OPERATIONS 

 
The following management’s discussion and analysis of our financial condition and results of 
operations for the Financial Years Under Review and FPE 31 December 2021 should be read 
in conjunction with the Accountants’ Report as set out in Section 13 of this Prospectus. 

 
This discussion and analysis contain information derived from our audited combined financial 
statements as well as forward-looking statements that involve risks and uncertainties. Our 
actual results may differ significantly from those projected in the forward-looking statements. 
Factors that may cause future results to differ significantly from those included in the forward-
looking statements include, but are not limited to, those discussed below and elsewhere in this 
Prospectus, particularly the risk factors as set out in Section 9 of this Prospectus. 
 
There are no accounting policies which are peculiar to our Group. For further information on 
the significant accounting policies of our Group, please refer to Note 3 of the Accountants’ 
Report as set out in Section 13 of this Prospectus. 
 

12.3.1 Review of our business operations 
 
We are an investment holding company and engaged in provision of management services. 
Through our subsidiaries, we are primarily involved in the processing and sale of natural rubber 
of various grades, principally SMR Grade and Premium Grade block rubber.  
 
Please refer to Section 7.2 of this Prospectus for further information on our business activities. 
 

12.3.2 Significant factors affecting our financial position and results of operations 
 
Our financial position and results of operations have been, and are expected to be, affected by 
the following significant factors: 
 
(i) Dependency on export markets and major customers 

 
We are dependent on the export markets as approximately 99.9%, approximately 
99.9%, 100% and approximately 99.9% of our Group’s revenue for the respective 
Financial Years Under Review and FPE 31 December 2021 are derived from overseas 
customers and our major customers who contribute substantially to our Group’s 
revenue. Our Group is dependent on the top 5 major customers as they, in aggregate, 
contributed substantially to our Group’s revenue of 80.3%, 83.5%, 84.3% and 91.0% 
for the FYE 2019, FYE 2020, FYE 2021 and FPE 31 December 2021 respectively. 
 
There is no assurance that these customers will continue to purchase our products in 
the future as we enter into spot contracts which typically for a one-time delivery within 
2 to 3 months and sale contracts which typically ranges from 6 months to 1 year, under 
which an agreed quantity of our products are delivered to our customer each month 
within the period of sales contracts. If these customers discontinue their business 
relationships with us, we may not be able to secure other customers who are able to 
contribute similar proportion of revenue on a timely basis. Any loss of business from 
these customers may adversely affect our business and operating results. 
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(ii) Foreign exchange fluctuation 
 
For the past 3 FYEs 2019 to 2021 and FPE 31 December 2021, our export sales 
contributed approximately 99.9%, 99.9%, 100.0% and 99.9% to our Group’s revenue 
respectively. The revenue generated from these export sales are denominated in USD. 
As a result, we are exposed to foreign exchange risk. On the other hand, our USD-
denominated purchases for the Financial Years Under Review and FPE 31 December 
2021 is between the range of 53.6% and 68.3% consisting of the import of raw materials 
such as cup lump, semi-processed rubber and synthetic rubber as well as the indirect 
materials, packing materials and block rubber trading stocks.   
 
For the Financial Years Under Review, FPE 31 December 2020 and FPE 31 December 
2021, our revenue and purchase of materials denominated in RM and USD comprised 
the following: 
 

 <------------- FYE 30 June----------------> 

 2019 2020 2021 
 RM’000 % RM’000 % RM’000 % 
       

RM-denominated revenue 3 * 238 * - - 
USD-denominated 
revenue 
(in RM equivalents) 

636,831 
 

99.9 616,197 99.9 768,177 
 

100.0 

Total revenue 636,834 100.0 616,435 100.0 768,177 100.0 
       

RM-denominated 
purchases 

243,977 46.4 206,847 36.8 219,430 31.7 

USD-denominated 
purchases 
(in RM equivalents) 

281,596 
 

53.6 354,735 63.2 472,334  
 

68.3 

Total purchase of the 
materials  

525,573 100.0 561,582 100.0 691,764 100.0 

 

 <-----------FPE 31 December--------->  
 2020 2021 
 RM’000 % RM’000 % 
     

RM-denominated revenue - - - - 
USD-denominated 
revenue 
(in RM equivalents) 

337,116 100.0 400,490 100.0 

Total revenue 337,116 100.0 400,490 100.0 
     

RM-denominated 
purchases 

117,004 36.6 117,095 32.2 

USD-denominated 
purchases 
(in RM equivalents) 

202,724 63.4 246,816 67.8 

Total purchase of the 
materials  

319,728 100.0 363,911 100.0 
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Note: 
 
* Less than 0.05%. 
 
Based on the above, our foreign exchange rate exposures is mitigated to a certain 
extent as the nature of our operations warrants the use of our revenue to pay for the 
purchases. This would therefore provide, to a certain extent, a natural hedge against 
foreign exchange fluctuations. In addition, we have entered into forward foreign 
exchange contracts to partially hedge our foreign currency risk, details of which are set 
out in Section 12.4.4 of this Prospectus.  

 
Nevertheless, we are exposed to foreign currency exchange gains or losses as there 
are timing differences between invoicing and collection/payment.  

 
The historical impact of foreign exchange fluctuations on our financial performance 
were as follows: 
 
 <---------FYE 30 June---------> 
 2019 2020 2021 
Realised loss on foreign exchange  
(RM ’000)(1) 

(1,142) (5,545) (164) 

Unrealised gain/(loss) on foreign 
exchange (RM ’000)(2) 

470 392 (367) 

Net loss on foreign exchange  
(RM ’000) 

(672) (5,153) (531) 

As a percentage of PBT (%) (3.6) (31.8) (1.2) 
 

 <------FPE 31 December-------> 
 2020 2021 
Realised gain on foreign exchange  
(RM ’000)(1) 

1,279 182 

Unrealised gain on foreign exchange 
(RM ’000)(2) 

316 93 

Net gain on foreign exchange  
(RM ’000) 

1,595 275 

As a percentage of PBT (%) 9.3 1.1 
 

Notes: 
 

(1) Realised gain/(loss) on foreign exchange is due to the following: 
 

(i) the difference in the foreign exchange rate as at the date of our sales 
invoices as compared to the foreign exchange rate when the payment 
for the sales invoices are received;  

 
(ii) the difference in the foreign exchange rate as at the date of our 

purchase invoices of supplies as compared to the foreign exchange 
rate when the payment for the supplies are made; and 

 



198

Registration No. 202101022910 (1423210-X) Registration No. 202101022910 (1423210-X) 
 
12. FINANCIAL INFORMATION (CONT’D) 

 

 

 

198 
 

(iii) the difference in the foreign exchange rate as at the date of trade bills 
as compared to the foreign exchange rate when the payment of the 
trade bills is received or made. 

 
(2) Unrealised gain/(loss) on foreign exchange represents the difference in the 

foreign exchange rate as at the date of our sales invoices, purchase invoices 
and trade bills as compared to the closing rates of foreign exchange as at 
respective FYEs and FPEs. 

 
Please refer to Section 12.10.1 of this Prospectus for the sensitivity analysis of our PAT 
to a change in the foreign currency rates within our Group. 
 
The fluctuations in our net exchange gain/(loss) are described in Sections 12.3.3(vii) of 
this Prospectus. 
 
In addition, we recognise foreign currency translation differences in other 
comprehensive income when assets, liabilities, income and expenses recorded by BMI 
are translated from USD into RM for financial reporting purpose. For the Financial Years 
Under Review, the amounts recognised under other comprehensive income were as 
follows: 

 
 <-----FYE 30 June-----> 
 2019 2020(1) 2021 
Foreign currency translation differences (RM ’000) 418 265 - 

 
Note: 
 

(1) SFT had in FYE 2020 disposed of its entire 60% equity interest in BMI which 
was indirectly held through STG. Please refer to Section 7.1 of this Prospectus 
for details on the disposal of BMI in FYE 2020. 
 

For avoidance of doubt, there is no foreign currency translation differences incurred 
during FPE 31 December 2020 and FPE 31 December 2021 as the disposal of BMI 
was completed on 11 June 2020. 
 
The movements in the foreign currency translation differences for the Financial Years 
Under Review represent the exchange differences arising from translation of assets 
and liabilities of BMI at exchange rates at the end of each reporting period, and 
translation of income and expenses of BMI at average foreign exchange rates for 
respective periods for consolidation purposes. There was no foreign currency 
translation differences incurred in FYE 2021 after the disposal of the entire 60% equity 
interest in BMI was completed in the FYE 2020.  
 

(iii) Fluctuation in the prices of our raw materials 
 
Our raw materials are primarily natural rubber such as cup lump, semi-processed 
rubber and synthetic rubber which are subjected to fluctuations in prices as determined 
by the open market. Please refer to Section 7.7 of this Prospectus for the breakdown 
of purchase of our raw materials. Cup lump is a coagulated form of rubber and its 
market price is subjected to fluctuations due to supply and demand conditions in the 
global commodity market. Cup lump purchased from domestic suppliers are priced 
based on the MRB Quote while cup lump purchased from foreign suppliers are priced 
based on the SICOM Quote. Hence, the price of cup lump, like many other commodities 
is subjected to fluctuation of market forces. Daily MRB Quote is derived with reference 
to daily SICOM Quote. The breakdown of our purchase of raw materials, predominantly 
cup lump from domestic and foreign suppliers for the Financial Years Under Review, 
FPE 31 December 2020 and FPE 31 December 2021 is as follows: 
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 <---------------------------- FYE 30 June-------------------------> 

Purchase of cup lump 

2019 2020 2021 
RM’000 % RM’000 % RM’000 % 

Domestic 202,029 53.0 184,638 45.6 179,284 32.4 
Foreign 179,027 47.0 220,202 54.4 373,877 67.6 
Total  381,056 100.0 404,840 100.0 553,161 100.0 

 
 <-----------------------FPE 31 December--------------------> 

Purchase of cup lump 

2020 2021 
RM’000 % RM’000 % 

Domestic 104,034 39.6 97,605 34.5 
Foreign 158,376 60.4 185,010 65.5 
Total  262,410 100.0 282,615 100.0 

 
Our sales contract is priced based on a premium over the prevailing SICOM Quote. On 
the other hand, our purchases of raw materials, predominantly cup lump, from domestic 
suppliers and foreign suppliers are priced at a discount to the prevailing MRB Quote 
and SICOM Quote respectively, whilst domestic suppliers derive MRB Quote by 
referring to SICOM Quote too. In view of our sales and purchase of raw materials which 
make reference directly or indirectly to SICOM Quote which are denominated in USD, 
there is a natural hedge between the prices of our raw materials namely cup lump; and 
the prices of our product, i.e. the block rubber. We expect to be able to pass on the 
costs of any price increase of our raw materials to our customers. 
 
Our Group constantly monitors the fluctuations in natural rubber prices to manage the 
raw materials purchases and assess any pass on effect to be factored into the selling 
price of our products. The increase in cost of raw materials may have an impact on the 
profitability of our Group if we are unable to pass on the costs to our customers. As 
such, we endeavour to maintain long-term relationships with our local and overseas 
suppliers in order to procure sufficient raw materials at competitive cost.  
 

(iv) Interruptions in our business operation 
 
Our business operations could be disrupted or delayed due to unforeseeable 
circumstances. Such risks include, amongst others, equipment failures, fire or flood, 
outbreak of pandemic as well as environment factors (including natural disaster and 
outbreak of diseases).  
 
Any prolonged interruptions to our business operations due to such factors will affect 
our ability in adhering to our project timeline which could have an adverse impact on 
our business operations, relationship with customers, financial performance and 
industry reputation. 
 
Kindly refer to Risk Factors in Section 9.1.4 (i) of this Prospectus on the impact of 
unexpected interruptions caused by equipment failures, damages and environmental 
factors and Section 9.1.4 (ii) of this Prospectus on the unexpected interruptions caused 
by the COVID-19 pandemic on our Group. 
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(v) Impact on the Group’s financial performance  
 

As a result of the 1st MCO whereby our Group’s workforce capacity was reduced to 
50%, our Group’s production capacity was affected which in turn delayed the fulfilment 
of our Group’s orders. Our Group experienced a delay in the fulfilment of 23 orders for 
3 overseas customers namely Megarun Tyre Co. Ltd, Federal Corporation and R1 
International Pte Ltd. The delivery to these customers was initially scheduled to be 
fulfilled in May 2020 and June 2020, but due to the impact of the 1st MCO and the delay 
due to port congestion, these orders were fulfilled between June 2020 and August 
2020. As a result of this, our Group’s revenue of approximately RM13.2 million could 
only be recognised in 1st quarter of FYE 2021 instead of prior to 4th quarter of FYE 
2020.  
 
Our Factory Closure from 12 November 2021 until 18 November 2021 had delayed the 
shipment of 21 orders for 5 overseas customers, mainly to R1 International Pte Ltd, 
Wanli Group and Jiangsu General Science Technology Co., Ltd. The initial scheduled 
shipment in mid-November 2021 to the affected customers was rescheduled and 
fulfilled in December 2021 and January 2022. 
 

(vi) Economic, political and/or legal environment 
 
Risks relating to economic, political and/or legal conditions which may materially affect 
our operations are set out in Section 9.1.6 of this Prospectus. 
 
Our Group had in March 2019 received instructions from MRB to reduce our export 
which amounted to approximately 1,800 MTS over a 4-month period (i.e. 1 April 2019 
to 31 July 2019) in order to reduce block rubber stock and stabilise block rubber prices. 
The said reduction in export volume arising from this curb is not material to our Group. 
However, there is no assurance that the implementation of any export curb or other 
restrictions in the future will not adversely affect our financial performance. 
 
As we continue to expand our business, our financial performance and results of 
operations are expected to be affected by the economic, political and/or legal conditions 
in the countries where we transact business, making us increasingly susceptible to the 
operational risks caused by these conditions. 
 
Although we will continue to comply with the legal and regulatory frameworks in 
Malaysia and the countries in which our customers operate, there is no assurance that 
future introduction of new law or other economic, political and legal conditions will not 
have adverse effect on our business, operation achievement and financial 
performance.  
 

(vii) Dependent on the availability of foreign workers for our production activities 
 

Our processing activities at all our factories are partially automated, thus we rely on 
foreign workers for some processes such as reception and inspection of raw materials, 
transfer of intermediate products between machinery, filling of rubber crumbs into 
trolleys for drying, controlling the blending of dry rubber to achieve the desired 
properties, quality control checks and packing. Our Group is reliant on foreign workers 
to carry out production activities. As at the LPD, we have 144 foreign workers, 
accounting for 51.2% of our total workforce.  
 
On 22 June 2020, the Human Resources Minister announced the hiring freeze on 
foreign workers. Nevertheless, our Group has sufficient workforce to support our 
production activities during this hiring freeze period and we have successfully hired 
retrenched foreign workers who have remained in Malaysia.  
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The hiring freeze of foreign workers may still affect our Group’s anticipated business 
growth which is subject to the expansion of our production activities where we would 
require a corresponding increase in foreign labour. If such hiring freeze of foreign 
workers is extended, we will be required to hire local workers and retrenched foreign 
workers who have remained in Malaysia for our factories. The failure to hire sufficient 
local workers and retrenched foreign workers who have remained in Malaysia will result 
in disruption to our operations, which in turn will affect our financial performance.  
 

12.3.3 Review of operations 
 
(i) Analysis of revenue 

 
Our Group’s revenue is derived from two business segments, the Processing Segment 
and Trading Segment. Our Group mainly produces SMR Grade and Premium Grade 
block rubbers. Details of the various products are set out in Section 7.3 of this 
Prospectus. We also carry out trading of block rubber. 
 
Our customers are end-user customers as well as indirect distribution channels who 
are international rubber traders. Our end-user customers are primarily tyre 
manufacturers. Our sales to our customers are conducted either on the basis of spot 
or sales contracts. Spot contracts are those in which the price, volume and delivery 
date are fixed upfront with the customers, typically for a one-time delivery within two to 
three months after the spot contracts have been entered into. Sales contracts are those 
in which the volume, delivery schedule and pricing basis are set for a longer time period, 
typically 6 months to 12 months, under which an agreed quantity of our products is 
delivered to the customer each month within the period of the sales contracts. 
 
Our Group intends to achieve a judicious balance for our sales by securing both spot 
contracts and sales contracts with our customers. The objective of our Group is to strike 
a balance between sales visibility and customer dependency as those who have sales 
contracts with our Group are essentially from our major customers. For the FYE 2019, 
FYE 2020, FYE 2021 and FPE 31 December 2021, 65.1%, 54.9%, 46.3% and 50.9% 
of our sales volume respectively and 65.5%, 54.7%, 48.1% and 51.7% of our revenue 
respectively were derived from sales contracts. Our remaining sales volume and 
revenue were derived from spot contracts.  
 
In addition, the balance of composition of spot and sales contracts is to secure the long-
term demand from our sales contract’s customers which allows our Group to be more 
efficient in planning our production and purchase of raw materials. This will allow us to 
plan our production schedule such as our production workforce in advance and provide 
an effective control in our inventory such as the purchase of raw materials. Taking into 
consideration of our Group’s production capacity, balance of composition of sales 
contracts and spot contracts will allow our Group to have the opportunity to expand our 
market share by approaching potential new customers. 
 
Our spot and sales contracts are typically priced at a premium over the prevailing 
SICOM Quote. We believe this allows us to closely match the price at which our raw 
materials purchases are made with the sale price, and therefore reduces the impact of 
rubber price fluctuations on our results of operations. 
 
Further details for the process of order confirmation from our customers are set in 
Section 7.4.1 of this Prospectus. 
 
Other factors affecting our Group’s revenue include:  
 
(a) our ability to secure spot and/or sales contracts from new and existing 

customers; 
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(b) our ability to increase our production output; 
 

(c) our ability to secure sufficient raw materials; 
 

(d) our ability to deliver our products to our customers on time; and 
 

(e) fluctuations in foreign exchange rates. 
 
Please refer to “Risk Factors” in Section 9 of this Prospectus for other factors which 
may affect our revenue. 
 
Our revenue in this section is net sales i.e. gross sales value net off the cess incurred 
in relation to the duty levied on export of rubber.  
 
The analysis of our revenue for the Financial Years Under Review, FPE 31 December 
2020 and FPE 31 December 2021 is as follows: 
 
a. Revenue by business segment 
 

Further analysis of our revenue by business segment for the Financial Years 
Under Review, FPE 31 December 2020 and FPE 31 December 2021 is as 
follows: 
 

 <---------------------FYE 30 June----------------------> 

2019 2020 2021 

RM’000 % RM’000 % RM’000 % 

Processing Segment 635,522 99.8 616,435 100.0 737,300 96.0 

Trading Segment 1,312 0.2 - - 30,877 4.0 

Total revenue 636,834 100.0 616,435 100.0 768,177 100.0 
 

 <-----------------FPE 31 December----------------> 
2020 2021 

RM’000 % RM’000 % 
Processing Segment 324,013 96.1 390,293 97.5 

Trading Segment 13,103 3.9 10,197 2.5 

Total revenue 337,116 100.0 400,490 100.0 
 
 
 
 
 

[The rest of this page has been intentionally left blank] 
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(i) Revenue by products from Processing Segment 
 

Further analysis of our revenue from our Processing Segment is 
calculated based on the sales volume of our products shipped to our 
customers and the price at which such products are sold. 
 

The breakdown of our Processing Segment into sales value and sales 
volume by SMR Grade block rubber and Premium Grade block rubber 
sub-segments are as follows: 
 

 

 <----------------------------FYE 30 June-----------------------------> 

 2019 2020 

% Year 
on Year 
(“YOY”) 
change 2020 2021 

% YOY 
change 

Processing Segment       
SMR Grade(1)       
Sales value (RM’000) 376,704 347,530 (7.7) 347,530 384,529 10.6 
Sales volume (MTS) 65,716 59,976 (8.7) 59,976 64,129 6.9 
ASP (RM)(2) 5,732 5,794 1.1 5,794 5,996 3.5 
       

Premium Grade(3)       
Sales value (RM’000) 258,818 268,905 3.9 268,905 352,771 31.2 
Sales volume (MTS) 44,433 45,058 1.4 45,058 57,275 27.1 
ASP (RM)(2) 5,825 5,968 2.5 5,968 6,159 3.2 
       

Total Processing 
Segment(4) 

      

Sales value (RM’000) 635,522 616,435 (3.0) 616,435 737,300 19.6 
Sales volume (MTS) 110,149 105,034 (4.6) 105,034 121,404 15.6 
ASP (RM) (2) 5,770 5,869 1.7 5,869 6,073 3.5 
ASP (USD) (2) (5) 1,399 1,398 (0.1) 1,398 1,471 5.2 

 
 <-------------------------FPE 31 December-------------------------> 

 2020 2021 
% Change from the 

preceding period 
Processing Segment    
SMR Grade(1)    
Sales value (RM’000) 171,092 206,424 20.7 
Sales volume (MTS) 31,954 29,272 (8.4) 
ASP (RM)(2) 5,354 7,052 31.7 
    

Premium Grade(3)    
Sales value (RM’000) 152,921 183,869 20.2 
Sales volume (MTS) 27,256 25,140 (7.8) 
ASP (RM)(2) 5,611 7,314 30.4 
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 <--------------------------FPE 31 December-------------------------> 

 2020 2021 
% Change from 

preceding period 
Total Processing 
Segment(4) 

   

Sales value (RM’000) 324,013 390,293 20.5 
Sales volume (MTS) 59,210 54,412 (8.1) 
ASP (RM) (2) 5,472 7,173 31.1 
ASP (USD) (2) (5) 1,307 1,717 31.4 

 
Notes: 
 
(1) Comprises SMR5, SMR10, SMR20, SMRGP and other type of 

standard grade block rubbers. 
 
(2) Sales value divided by sales volume. 
 
(3) Comprises MSSR(RSS)-P, CV Grade (i.e. ST 5CV, ST 10CV 

and ST 20CV) and other type of Premium Grade block rubber. 
 
(4) Total of SMR Grade block rubber and Premium Grade block 

rubber. 
 
(5) Computed based on weighted average foreign exchange rates 

(“WAFEX”) for USD:RM in FYE 2019, FYE 2020, FYE 2021, 
FPE 31 December 2020 and FPE 31 December 2021 as set in 
Section 12.3.3 (i) (b) of this Prospectus. 

  
(ii) Revenue from Trading Segment 

 
Revenue from Trading Segment relates to trading of block rubbers to 
customers in Indonesia, Hong Kong and China.  
 
The performance of Trading Segment is minimal as it had only 
contributed approximately 0.2%, 4.0%, and 2.5% of our total revenue 
for the FYE 2019, FYE 2021 and FPE 31 December 2021 respectively. 
There is no revenue from Trading Segment incur during the FYE 2020. 

 
 
 
 
 

[The rest of this page has been intentionally left blank] 
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b. Revenue by geographical locations  
 
Further analysis of our revenue by geographical locations for the Financial 
Years Under Review, FPE 31 December 2020 and FPE 31 December 2021 is 
as follows: 
 

 <---------------------------FYE 30 June----------------------> 
2019 2020 2021 

RM’000 % RM’000 % RM’000 % 
China(1) 320,718 50.4 298,839 48.5 448,455 58.4 
Hong Kong (Republic of 
China)(2) 

240,119 37.7 171,544 27.8 144,251 18.8 

Singapore(3) 62,894 9.9 95,760 15.5 138,988 18.1 
Taiwan(4) 10,767 1.7 49,013 8.0 35,487 4.6 
Others(5) 2,336 0.3 1,279 0.2 996 0.1 

Total revenue 636,834 100.0 616,435 100.0 768,177 100.0 
 

 <-----------------------FPE 31 December-------------------> 
2020 2021 

RM’000 % RM’000 % 
China(1) 189,853 56.3 186,307 46.5 
Hong Kong (Republic of 
China)(2) 

59,847 17.8 81,271 20.3 

Singapore(3) 66,084 19.6 124,283 31.0 
Taiwan(4) 20,614 6.1 3,224 0.8 
Others(5) 718 0.2 5,405 1.4 

Total revenue 337,116 100.0 400,490 100.0 
 
Notes: 
 

(1) All our sales to China were derived from tyre manufacturers and 
international rubber traders based in China whom are either affiliates 
of tyre manufacturers in China or independent traders who ship directly 
to China. 
 

(2) All our sales to Hong Kong were derived from international rubber 
traders based in Hong Kong (i.e. affiliates of tyres manufacturers in 
China or independent traders) who purchased block rubbers from us 
for onward shipment or sales to their customers in China. 

 

(3) All our sales to Singapore were derived from international rubber 
traders based in Singapore. Majority of our sales from Singapore were 
derived from one of our major customers, R1 International Pte Ltd, who 
purchased block rubbers from us for onward sales to their customers 
mainly in India, as well as to their customers in China, USA and 
Argentina. In the past 3 FYEs 2019 to 2021 and FPE 31 December 
2021, our sales from R1 International Pte Ltd contributed 95.3%, 
99.9%, 100.0% and 94.3% respectively, to our sales from Singapore.  
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(4) All our sales to Taiwan were derived from tyre manufacturer and 
international rubber traders based in Taiwan (i.e. independent traders) 
for direct shipment to Taiwan and China.  

 

(5) Others include sales to international rubber traders based in Indonesia, 
British Virgin Islands, Australia, Singapore, Netherlands and Malaysia 
who shipped the products to Indonesia, Australia, Malaysia, Turkey, 
Poland and Germany. 

 
Commentaries on revenue 
 
Comparisons between FYE 2019 and FYE 2020 
 
Our total revenue decreased by RM20.4 million or approximately 3.2% to RM616.4 
million in FYE 2020 (FYE 2019: RM636.8 million) driven mainly by the decline in 
revenue from Processing Segment which contributed 100.0% of our total revenue in 
FYE 2020 and the revenue of RM13.2 million which could not be recognised in 4th 
quarter of FYE 2020 due to the production output affected by the COVID-19 pandemic 
which in turn delayed shipment of our customers’ orders as a result of the conditional 
MCO imposed by the government of Malaysia in March 2020. The decrease of the 
revenue from the Processing Segment was mainly due to the decrease of revenue in 
SMR Grade resulted from the loss of one of our Group’s major customer, Chongqing 
Group in FYE 2020 and partially offset by the increase in sales of Premium Grade block 
rubber mainly contributed from Federal Corporation and R1 International Pte Ltd. There 
was no revenue incurred from our Trading Segment for FYE 2020 (FYE 2019: RM1.3 
million). 
 
By geographical location 
 
Customers from China remain the main market for our export sales including the sales 
derived from Hong Kong customers who are international rubber traders will onward 
shipment to customers in China. Sales to customers from China and Hong Kong 
account for approximately 48.5% in FYE 2020 (FYE 2019: 50.4%) and 27.8% in FYE 
2020 (FYE 2019: 37.7%) respectively. Our export sales to Hong Kong are mainly to 
international rubber traders which we ship our products directly to China. There was a 
decline in our revenue contributed from the customers from China and Hong Kong by 
a total of RM90.5 million or approximately 16.1% from the 2 markets of RM470.3 million 
in FYE 2020 (FYE 2019: RM560.8 million). This is largely due to the loss of one of our 
major customer, Chongqing Group in FYE 2020 which contributed RM138.2 million or 
approximately 21.7% of total revenue in FYE 2019. Chongqing General Trading 
Chemical Co., Ltd, which under Chongqing Group had ceased its rubber business 
dealing during the FYE 2020.  
 
However, this was partially offset mainly by the increase in revenue from the customers 
from Singapore and Taiwan by RM32.9 million and RM38.2 million in FYE 2020 or by 
approximately 52.3% and 355.2% respectively, which reduce the reliance of customers 
from China. Our export sales to our customers from Singapore consist of international 
rubber traders who ship our products mainly to India as well as to China, USA and 
Argentina.   

 
 
 
 
 

[The rest of this page has been intentionally left blank] 
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By business segment 
 
Processing Segment experienced a marginal decrease of RM19.1 million or 3.0% in 
sales to RM616.4 million in FYE 2020 (FYE 2019: RM635.5 million) as a result of lower 
sales as evidenced by a corresponding decrease of 5,115 MTS or 4.6% in sales volume 
to 105,034 MTS in FYE 2020 (FYE 2019: 110,149 MTS). The decrease was partially 
offset by an increase in ASP of RM99 per MTS or 1.7% in ASP to RM5,869 per MTS in 
FYE 2020 (FYE 2019: RM5,770 per MTS). This was mainly due to the following 
reasons: 
  
(1) Our revenue for 4th quarter of FYE 2020 dropped to RM134.5 million (4th quarter 

of FYE 2019: RM173.8 million) where approximately RM13.2 million of revenue 
could not be recognised in 4th quarter of FYE 2020. This was due to production 
capacity was affected which in turn delayed certain shipments of our Group’s 
order as a result of the COVID-19 pandemic and the conditional MCO imposed 
by the government of Malaysia in March 2020 as well as global lockdown 
restrictions. 
 
Notwithstanding the above, our revenue also decreased was due to lower ASP 
in 4th quarter of FYE 2020 for RM5,513 per MTS as compared to RM6,253 per 
MTS in 4th quarter of FYE 2019 and lower sales volume in 4th quarter of FYE 
2020 for 24,394 MTS as compared to 27,804 MTS in 4th quarter of FYE 2019. 
 

(2) There was a net decrease in sales of SMR Grade block rubber by RM29.2 
million or approximately 7.8% to RM347.5 million in FYE 2020 (FYE 2019: 
RM376.7 million) as a result of lower sales and correspondingly a decrease of 
5,740 MTS or 8.7% in sales volume to 59,976 MTS (FYE 2019: 65,716 MTS) 
which was partially offset by an increase of RM62 per MTS or 1.1% in ASP to 
RM5,794 per MTS in FYE 2020 (FYE 2019: RM5,732 per MTS). This was 
mainly as a result of: 
 
▪ decrease in orders for SMR Grade block rubber largely due to the loss 

of one of our Group’s major customer, Chongqing Group in FYE 2020. 
There is no revenue contributed by Chongqing Group in FYE 2020 
(FYE 2019: RM138.2 million);    
 

▪ decrease in orders for SMR Grade block rubber from our other major 
customer, Maxtrek Tyre Group where the revenue had decreased by 
RM31.3 million or approximately 50.8% to RM30.3 million in FYE 2020 
(FYE 2019: RM61.6 million) represented by a decrease of 5,343 MTS 
or 50.0% in sales volume to 5,342 MTS in FYE 2020 (FYE 2019: 
10,685 MTS); 
 

▪ partially offset by the increase in orders for SMR Grade block rubber 
due to:  
 
▪ additional orders for SMR Grade block rubber from Westwater 

Group where revenue from the said customer increased by 
RM57.5 million or approximately 97.3% to RM116.6 million in 
FYE 2020 (FYE 2019: RM59.1 million) represented by an 
increase of 10,080 MTS or 100.0% in sales volume to 20,160 
MTS in FYE 2020 (FYE 2019: 10,080 MTS);  
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▪ additional orders for SMR Grade block rubber from Wanli 

Group where revenue from the said customer increased by 
RM24.4 million or approximately 39.2% to RM86.7 million in 
FYE 2020 (FYE 2019: RM62.3 million) represented by an 
increase of 4,233 MTS or 39.2% in sales volume to 15,019 
MTS in FYE 2020 (FYE 2019: 10,786 MTS); and 

 
▪ additional orders for SMR Grade block rubber from Shandong 

Xinghongyuan Tyre Co., Ltd. where revenue from the said 
customer increased by RM13.1 million or approximately 31.2% 
to RM55.1 million in FYE 2020 (FYE 2019: RM42.0 million) as 
a result of an increase of 1,971 MTS or 25.6% in sales volume 
to 9,677 MTS in FYE 2020 (FYE 2019: 7,706 MTS).  

 
(3) partially offset by the increase in sales of Premium Grade block rubber by 

RM10.1 million or approximately 3.9% to RM268.9 million in FYE 2020 (FYE 
2019: RM258.8 million) as a result of an increase of 625 MTS or 1.4% in sales 
volume to 45,058 MTS in FYE 2020 (FYE 2019: 44,433 MTS) and an increase 
of RM143 per MTS or 2.5% in ASP to RM5,968 per MTS in FYE 2020 
(FYE2019: RM5,825 per MTS). This was mainly as a result of:  

 
▪ additional orders for Premium Grade block rubber from Federal 

Corporation where revenue from the said customer increased by 
RM38.2 million or approximately 353.7% to RM49.0 million in FYE 
2020 (FYE 2019: RM10.8 million) represented by an increase of 5,745 
MTS or 331.3% in sales volume to 7,479 MTS in FYE 2020 (FYE 2019: 
1,734 MTS);   
 

▪ additional orders for Premium Grade block rubber from R1 International 
Pte Ltd where revenue from the said customer increased by RM37.4 
million or approximately 184.2% to RM57.7 million in FYE 2020 (FYE 
2019: RM20.3 million) represented by an increase of 6,310 MTS or 
195.6% in sales volume to 9,536 MTS in FYE 2020 (FYE 2019: 3,226 
MTS); 

   
▪ additional orders for Premium Grade block rubber from Jiangsu 

General Science Technology Co., Ltd where revenue from the said 
customer increased by RM16.9 million or approximately 11.7% to 
RM160.9 million in FYE 2020 (FYE 2019: RM144.0 million) 
represented by an increase of 2,964 MTS or 11.9% in sales volume to 
27,821 MTS in FYE 2020 (FYE 2019: 24,857 MTS); and 

 
▪ partially offset by the decrease in orders for Premium Grade block 

rubber mainly due to the loss of a major customer in FYE 2020.   
 
The increase in sales of Premium Grade block rubber is mainly due to the 
growing demand from our recurring customers involved in the tyre 
manufacturing industry, resultant from the expansion of the automobile 
industry. Premium Grade block rubber, which requires additional components 
and value-added additives as well as specific properties, usually commands a 
higher premium and therefore contributes to a higher GP margin. 

 
The performance of Trading Segment is minimal as it had only contributed 
approximately 0.2% of our total revenue for the FYE 2019 (FYE 2020: Nil). 
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For the FYE 2020, RM616.2 million or approximately 99.9% of our total revenue are 
denominated in USD (FYE 2019: RM636.8 million or approximately 99.9%). During the 
FY, our revenue increased by RM11.0 million due to the strengthening of USD against 
RM as compared to the FYE 2019 exchange rate as follows: 
 

 
Notes: 

(1) Computed as USD-denominated revenue divided by the exchange rate which 
is stated in the table above for the respective FYs. 
 

(2) Based on the WAFEX for USD:RM in FYE 2019 and FYE 2020. 
 

(3) Computed based on the WAFEX used for the FYE 2019. 
 
Comparisons between FYE 2020 and FYE 2021 
 
For the FYE 2021, our total revenue increased by RM151.8 million or approximately 
24.6% to RM768.2 million (FYE 2020: RM616.4 million) driven mainly from our 
Processing Segment (RM737.3 million or 96.0%). The increase of revenue from our 
Processing Segment was mainly due to the increase of revenue as a result of the 
increased in sales quantity and ASP of SMR Grade and Premium Grade block rubber. 
 
By geographical location 
 
China remains the principal market for our export sales, including sales derived from 
Hong Kong customers who are international rubber traders will onward shipment to 
customers in China. Sales to customers from China accounted for approximately 58.4% 
in FYE 2021 (FYE 2020: 48.5%). There was an increase in our revenue contributed by 
a customer from Singapore of RM43.2 million or approximately 45.1% to RM139.0 
million in FYE 2021 (FYE2020: RM95.8 million) mainly due to higher demand from our 
existing customer, R1 International Pte Ltd which shipped most of their products to 
India in FYE 2021. However, there was a decline in our revenue contributed from 
customers from Hong Kong by RM27.2 million or approximately 15.9% to RM144.3 
million in FYE 2021 (FYE 2020: RM171.5 million), mainly due to decrease in order from 
one of our major customer, Westwater Group in FYE 2021. The decrease in order from 
Westwater Group was mainly due to orders received were SMR Grade only instead of 
Premium Grade block rubber.  
 

  

 

FYE 2019 FYE 2020 

Variance due to movement 
in exchange rate 
FYE 2020 Increase 

USD-denominated 
revenue(1) 

(USD’000) 

154,436 146,773 146,773 - 

     
USD-denominated 
revenue  
(RM’000) 

636,831 616,197 605,233(3) 10,964 

     
Exchange rate  
(RM per USD) 

4.1236(2) 4.1983(2) 4.1236(3) 0.0747 
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By business segment 
 
Revenue contributed from our Processing Segment increased by RM120.9 million or 
19.6% to RM737.3 million for FYE 2021 (FYE 2020: RM616.4 million), as a result of 
increase of our sales quantity by 16,370 MTS or 15.6% to 121,404 MTS in FYE 2021 
(FYE 2020: 105,034 MTS) and increase of RM204 per MTS or 3.5% in ASP to RM6,073 
per MTS in FYE 2021 (FYE 2020: RM5,869 per MTS). The increase in our revenue 
was mainly due to the following: 
 
(1) There was an increase in sales of SMR Grade block rubber by RM37.0 million 

or approximately 10.6% to RM384.5 million in FYE 2021 (FYE 2020: RM347.5 
million) as a result of higher sales and correspondingly an increase of 4,153 
MTS or 6.9% in sales volume to 64,129 MTS in the FYE 2021 (FYE 2020: 
59,976 MTS) and an increase of RM202 per MTS or 3.5% in ASP to RM5,996 
per MTS in FYE 2021 (FYE 2020: RM5,794 per MTS). This was mainly as a 
result of: 

 
▪ additional orders for SMR Grade block rubber from Shandong 

Xinghongyuan Tyre Co., Ltd. where revenue from the said customer 
increased by RM31.3 million or approximately 56.8% to RM86.4 million 
in FYE 2021 (FYE 2020: RM55.1 million) as a result of an increase of 
4,637 MTS or 47.9% in sales volume to 14,314 MTS in FYE 2021 (FYE 
2020: 9,677 MTS); 
 

▪ additional orders for SMR Grade block rubber from Maxtrek Tyre Group 
where revenue from the said customer increased by RM12.5 million or 
approximately 41.3% to RM42.8 million in FYE 2021 (FYE 2020: 
RM30.3 million) as a result of an increase of 1,714 MTS or 32.1% in 
sales volume to 7,056 MTS in FYE 2021 (FYE 2020: 5,342 MTS); and  

 
▪ additional orders for R1 International Pte Ltd where revenue from the 

said customer increased by RM11.5 million or approximately 30.3% to 
RM49.4 million in FYE 2021 (FYE 2020: RM37.9 million) as a result of 
an increase of 2,541 MTS or 40.8% in sales volume to 8,770 MTS in 
FYE 2021 (FYE 2020: 6,229 MTS).  
 

▪ partially offset by the decrease in orders for SMR Grade block rubber 
due to decrease in orders from Westwater Group where the revenue 
had decreased by RM14.8 million or approximately 12.7% to RM101.8 
million in FYE 2021 (FYE 2020: RM116.6 million) represented by a 
decrease of 4,032 MTS or 20.0% in sales volume to 16,128 MTS in 
FYE 2021 (FYE 2020: 20,160 MTS); 

 
(2) There was an increase in sales of Premium Grade block rubber by RM83.9 

million or approximately 31.2% to RM352.8 million in FYE 2021 (FYE 2020: 
RM268.9 million) as a result of higher sales and correspondingly an increase 
of 12,217 MTS or 27.1% in sales volume to 57,275 MTS (FYE 2020: 45,058 
MTS) and an increase of RM191 per MTS or 3.2% in ASP to RM6,159 per MTS 
in FYE 2021 (FYE 2020: RM5,968 per MTS). This was mainly as a result of: 

 
▪ additional orders for Premium Grade block rubber from R1 International 

Pte Ltd where revenue from the said customer increased by RM31.8 
million or approximately 55.1% to RM89.5 million in FYE 2021 (FYE 
2020: RM57.7 million) as a result of an increase of 4,576 MTS or 48.0% 
in sales volume to 14,112 MTS in FYE 2021 (FYE 2020: 9,536 MTS); 
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▪ additional orders for Premium Grade block rubber from Jiangsu 
General Science Technology Co., Ltd where revenue from the said 
customer increased by RM37.7 million or approximately 23.4% to 
RM198.6 million in FYE 2021 (FYE 2020: RM160.9 million) as a result 
of an increase of 4,939 MTS or 17.8% in sales volume to 32,760 MTS 
in FYE 2021 (FYE 2020: 27,821 MTS); 

 
▪ new orders for Premium Grade block rubber from our existing 

customer, Shandong Xinghongyuan Tyre Co., Ltd. where revenue from 
the said customer was RM33.4 million in FYE 2021 and sales volume 
was 5,242 MTS in FYE 2021; and 
 

▪ partially offset by the decrease in orders for Premium Grade block 
rubber due to decrease in orders from Federal Corporation where the 
revenue had decreased by RM14.0 million or approximately 28.6% to 
RM35.0 million in FYE 2021 (FYE 2020: RM49.0 million) represented 
by a decrease of 1,733 MTS or 23.2% in sales volume to 5,746 MTS 
in FYE 2021 (FYE 2020: 7,479 MTS). 

 
For the FYE 2021, RM768.2 million or 100.0% of our total revenue are denominated in 
USD (FYE 2020: RM616.2 million or approximately 99.9%). During the said FY, our 
revenue decreased by RM13.2 million due to the weakening of USD against RM as 
compared to the FYE 2020 exchange rate as follows: 
 

 

 
Notes: 
 
(1) Computed as USD-denominated revenue divided by the exchange rate which 

is stated in the table above for the respective FYs. 
 

(2) Based on the WAFEX for USD:RM in FYE 2020 and FYE 2021. 
 

(3) Computed based on the WAFEX used for the FYE 2020. 
 
  

 

FYE 2020 FYE 2021 

Variance due to 
movement in exchange 

rate 
FYE 2021 Decrease 

USD-denominated 
revenue(1) 

(USD’000) 

146,773 186,121 186,121 - 

     
USD-denominated 
revenue  
(RM’000) 

616,197 768,177 781,392(3) 13,215 

     
Exchange rate  
(RM per USD) 
 

4.1983(2) 4.1273 (2) 4.1983(3) 0.0710 
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Comparisons between FPE 31 December 2020 and FPE 31 December 2021 

For the FPE 31 December 2021, our total revenue increased by RM63.4 million or 
approximately 18.8% to RM400.5 million (FPE 31 December 2020: RM337.1 million) 
driven mainly from our Processing Segment (RM390.3 million or 97.5%). The increase 
of revenue from our Processing Segment was mainly due to the increase of revenue 
as a result of the increased in ASP of SMR Grade and Premium Grade block rubber 
even though there is a decrease in sales volume. The decrease of the sales volume 
during the FPE 31 December 2021 was due to the Factory Closure between 12 
November 2021 and 2 December 2021 which resulted in the lower production output 
by approximately 4,000 MTS with an estimated value of RM29.0 million.   

By geographical location 

China remains the principal market for our export sales, including sales derived from 
Hong Kong customers who are international rubber traders will onward shipment to 
customers in China. Sales to customers from China and Hong Kong account for 
approximately 46.5% in FPE 31 December 2021 (FPE 31 December 2020: 56.3%) and 
20.3% in FPE 31 December 2021 (FPE 31 December 2020: 17.8%) respectively. There 
was a decline in our revenue contributed from customers from China by a total of RM3.6 
million or approximately 1.9% of RM186.3 million in FPE 31 December 2021 (FPE 31 
December 2020: RM189.9 million) mainly due to Factory Closure and hence the initial 
scheduled shipment in mid-November 2021 was subsequently rescheduled to 
December 2021 and January 2022. However, there was an increase in our revenue 
contributed from customers from Hong Kong by RM21.5 million or approximately 36.0% 
to RM81.3 million in FPE 31 December 2021 (FPE 31 December 2020: RM59.8 million), 
mainly due to higher demand from our major customer, Westwater Group. 

The increase in our revenue was also contributed from customers from Singapore by 
RM58.2 million or approximately 88.0% to RM124.3 million in FPE 31 December 2021 
(FPE 31 December 2020: RM66.1 million), which reduce the reliance of customers from 
China. The increase in revenue contributed from customers from Singapore was mainly 
due to higher demand from our existing customer, R1 International Pte Ltd which 
shipped most of their products to India during the FPE 31 December 2021. 

By business segment 

Revenue contributed from our Processing Segment increased by RM66.3 million or 
20.5% to RM390.3 million in FPE 31 December 2021 (FPE 31 December 2020: 
RM324.0 million), as a result of the increase of RM1,701 per MTS or 31.1% in ASP to 
RM7,173 per MTS in FPE 31 December 2021 (FPE 31 December 2020: RM5,472 per 
MTS). The increase in our revenue was mainly due to the following: 

(1) There was an increase in sales of SMR Grade block rubber by RM35.3 million 
or approximately 20.6% to RM206.4 million in FPE 31 December 2021 (FPE 
31 December 2020: RM171.1 million) as a result of an increase of RM1,698 
per MTS or 31.7% in ASP to RM7,052 per MTS in FPE 31 December 2021 
(FPE 31 December 2020: RM5,354 per MTS). Notwithstanding the increase in 
sales to our major customers, namely R1 International Pte Ltd, Jiangsu General 
Science Technology Co., Ltd, Shandong Xinghongyuan Tyre Co., Ltd and 
Westwater Group at an increased ASP, there was a decrease in overall sales 
volumes to our other customers of 2,682 MTS or 8.4% to 29,272 MTS in FPE 
31 December 2021 (FPE 31 December 2020: 31,954 MTS). 
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The increase in sales was also attributable to the following: 
 
▪ additional orders for SMR Grade block rubber from R1 International Pte 

Ltd where revenue from the said customer increased by RM32.3 million 
or approximately 140.4% to RM55.3 million in FPE 31 December 2021 
(FPE 31 December 2020: RM23.0 million) as a result of an increase of 
3,286 MTS or 72.4% in sales volume to 7,822 MTS in FPE 31 
December 2021 (FPE 31 December 2020: 4,536 MTS); 
 

▪ additional orders for SMR Grade block rubber from Jiangsu General 
Science Technology Co., Ltd where revenue from the said customer 
increased by RM2.5 million or approximately 131.6% to RM4.4 million 
in FPE 31 December 2021 (FPE 31 December 2020: RM1.9 million) as 
a result of an increase of 303 MTS or 100.3% in sales volume to 605 
MTS in FPE 31 December 2021 (FPE 31 December 2020: 302 MTS); 
 

▪ additional orders for SMR Grade block rubber from Shandong 
Xinghongyuan Tyre Co., Ltd. where revenue from the said customer 
increased by RM18.0 million or approximately 59.4% to RM48.3 million 
in FPE 31 December 2021 (FPE 31 December 2020: RM30.3 million) 
as a result of an increase of 1,209 MTS or 21.4% in sales volume to 
6,854 MTS in FPE 31 December 2021 (FPE 31 December 2020: 5,645 
MTS); 

 
▪ additional orders for SMR Grade block rubber from Westwater Group 

where revenue from the said customer increased by RM19.0 million or 
approximately 50.5% to RM56.6 million in FPE 31 December 2021 
(FPE 31 December 2020: RM37.6 million) as a result of an increase of 
1,209 MTS or 17.9% in sales volume to 7,963 MTS in FPE 31 
December 2021 (FPE 31 December 2020: 6,754 MTS); and 

 
▪ partially offset by decrease in orders for SMR Grade block rubber from 

Wanli Group where revenue from the said customer decreased by 
RM19.9 million or approximately 51.7% to RM18.6 million in FPE 31 
December 2021 (FPE 31 December 2020: RM38.5 million) as a result 
of a decrease of 3,931 MTS or 60.0% in sales volume to 2,621 MTS in 
FPE 31 December 2021 (FPE 31 December 2020: 6,552 MTS). 

 
(2) There was an increase in sales of Premium Grade block rubber by RM31.0 

million or approximately 20.3% to RM183.9 million in FPE 31 December 2021 
(FPE 31 December 2020: RM152.9 million) as a result of an increase of 
RM1,703 per MTS or 30.4% in ASP to RM7,314 per MTS in FPE 31 December 
2021 (FPE 31 December 2020: RM5,611 per MTS). Notwithstanding the 
increase in sales to our major customers namely Wanli Group and R1 
International Pte Ltd at an increased ASP, there was a  decrease in the overall 
sales volume to our other customers of 2,116 MTS or 7.8% in sales volume to 
25,140 MTS in FPE 31 December 2021 (FPE 31 December 2020: 27,256 
MTS).  
 
The increase in sales was also attributable to the following: 

 
▪ additional orders for Premium Grade block rubber from Wanli Group 

where revenue from the said customer is RM24.4 million in FPE 31 
December 2021 (FPE 31 December 2020: Nil) as a result of 3,427 MTS 
in sales volume in FPE 31 December 2021 (FPE 31 December 2020: 
Nil); 
 



214

Registration No. 202101022910 (1423210-X) Registration No. 202101022910 (1423210-X) 
 
12. FINANCIAL INFORMATION (CONT’D) 

 

 

 

214 
 

▪ additional orders for Premium Grade block rubber from R1 International 
Pte Ltd where revenue from the said customer increased by RM18.8 
million or approximately 43.6% to RM61.9 million in FPE 31 December 
2021 (FPE 31 December 2020: RM43.1 million) as a result of an 
increase of 787 MTS or 10.5% in sales volume to 8,266 MTS in FPE 
31 December 2021 (FPE 31 December 2020: 7,479 MTS); and 

 
▪ partially offset by decrease in orders for Premium Grade block rubber 

from Federal Corporation where revenue from the said customer 
decreased by RM19.2 million or approximately 93.2% to RM1.4 million 
in FPE 31 December 2021 (FPE 31 December 2020: RM20.6 million) 
as a result of a decrease of 3,326 MTS or 94.3% in sales volume to 
202 MTS in FPE 31 December 2021 (FPE 31 December 2020: 3,528 
MTS). 

 
The performance of Trading Segment is minimal as it had only contributed 
approximately 2.5% of our total revenue for the FPE 31 December 2021 (FPE 31 
December 2020: 3.9%). 
 
For the FPE 31 December 2021, RM400.5 million or 100.0% of our total revenue are 
denominated in USD (FPE 31 December 2020: RM337.1 million or 100.0%). During 
the said FP, our revenue decreased by RM0.7 million due to the weakening of USD 
against RM as compared to the FPE 31 December 2020 exchange rate as follows:  
 

 
Notes: 
 
(1) Computed as USD-denominated revenue divided by the exchange rate which 

is stated in the table above for the respective FPs. 
 

(2) Based on the WAFEX for USD:RM in FPE 31 December 2020 and FPE 31 
December 2021. 

 
(3) Computed based on the WAFEX used for the FPE 31 December 2020. 

  

 

FPE 31 
December 

2020 

FPE 31 
December 

2021 

Variance due to 
movement in exchange 

rate 
FPE 31 

December 
2021 Decrease 

USD-denominated 
revenue(1) 

(USD’000) 

80,534 95,848 95,848 - 

     
USD-denominated 
revenue  
(RM’000) 

337,116 400,490 401,220(3) 730 

     
Exchange rate  
(RM per USD) 
 

4.1860(2) 4.1784(2) 4.1860(3) 0.0076 
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(ii) Analysis of COS 
 
Our COS consists primarily of: 

 
(i) Material costs 

 
Material costs, the largest component of our COS, which includes costs of raw 
materials, costs of indirect materials and packing materials as well as block 
rubber trading stock. Material costs generally moves in tandem with our sales 
volume; where an increase or decrease in our sales volume will result in an 
increase or decrease in our material costs. 
 
Our costs of raw materials, particularly cup lump and semi-processed rubber 
are directly related to the market price for natural rubber, based on the average 
daily closing price on MRB Quote and SICOM Quote.  

 
Due to the nature of our business where our products are tailored according to 
our customers’ orders, the raw materials consumed for each product are based 
on customers’ specific requirements, the grade and technical properties of the 
raw materials. 
 

(ii) Direct labour costs 
 
Direct labour costs which consist of production staff cost and foreign worker 
expenses. Our production staff costs consist of payroll while foreign worker 
expenses consist of foreign worker levy and staff welfare. 
 

(iii) Production overheads 
 
Production overheads which consist of cost such as electricity, fuel, 
depreciation of manufacturing-related assets, repair and maintenance of 
manufacturing-related assets, insurance of manufacturing-related assets and 
lubricants. 

 
(iv) Laboratory expenses 

 
Laboratory expenses which consists of laboratory staff costs and other 
laboratory related expenses such as laboratory testing expenses. 

 
The analysis of our COS for the Financial Years Under Review and FPE 31 December 
2021 is as follows: 

 
a. COS by cost components 
 

The table below sets out our COS by cost components for the Financial Years 
Under Review, FPE 31 December 2020 and FPE 31 December 2021: 

 

 <----------------------------FYE 30 June------------------------------> 
 2019 2020 2021 

RM’000 % RM’000 % RM’000 % 
Material costs(1) 556,998 94.2 546,910 94.8 658,120 94.8 
Direct labour costs 7,638 1.3 7,848 1.4 8,084 1.2 
Production overheads 26,248 4.4 21,272 3.7 27,199 3.9 
Laboratory expenses 847 0.1 814 0.1 887 0.1 

Total  591,731 100.0 576,844 100.0 694,290 100.0 
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 <-------------------------FPE 31 December--------------------------> 
 2020 2021 

RM’000 % RM’000 % 
Material costs(1) 295,063 94.8 345,619 95.2 
Direct labour costs 3,652 1.2 3,964 1.1 
Production overheads 12,077 3.9 13,093 3.6 
Laboratory expenses 432 0.1 420 0.1 

Total  311,224 100.0 363,096 100.0 
 
Note: 
 

(1) Material costs consist of the costs of raw materials such as cup lump, semi-
processed rubber and synthetic rubber, costs of indirect materials such as 
chemicals used for rubber processing and packing materials as well as block 
rubber trading stock.  
 
The breakdown of the costs of raw materials such as cup lump, semi-processed 
rubber and synthetic rubber for the Financial Years Under Review, FPE 31 
December 2020 and FPE 31 December 2021 is as follows: 
  
 <----------------------------FYE 30 June------------------------------> 
 2019 2020 2021 
 RM’000 % RM’000 % RM’000 % 
Cup lump 420,495 77.8 372,815 70.5 514,217 84.8 
Semi-
processed 
rubber*  

119,814 22.2 155,818 29.5 92,419 15.2 

Total  540,309 100.0 528,633 100.0 606,636 100.0 
  

<-----------------------FPE 31 December-----------------------> 
 2020 2021 
 RM’000 % RM’000 % 
Cup lump 232,791 85.5 261,408 80.2 

Semi-
processed 
rubber*  

39,612 14.5 64,602 19.8 

Total  272,403 100.0 326,010 100.0 
 
Note: 
  
* Inclusive of the synthetic rubber material cost of RM1.3 million, RM2.7 

million, RM2.9 million, RM1.8 million and RM 0.1 million in the past 3 FYEs 
2019 to 2021, FPE 31 December 2020 and FPE 31 December 2021 
respectively.  
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Commentaries on COS 
 
Comparisons between FYE 2019 and FYE 2020 
 
Our COS decreased by RM14.9 million or approximately 2.5% to RM576.8 million in 
FYE 2020 (FYE 2019: RM591.7 million) in line with the decrease in our total revenue. 
This was mainly due to the following reasons: 
 
(1) net decrease in material costs by RM10.1 million or 1.8% mainly due to: 

 
▪ decrease in costs of raw materials by RM11.7 million or 2.2% mainly 

due to decrease in consumption of raw materials, particularly cup lump, 
in line with the decrease in our revenue from Processing Segment;  
 

▪ there is no cost incur from block rubber trading stock as there is no 
revenue was generated from the Trading Segment in FYE 2020 (FYE 
2019: RM1.2 million); and 
 

▪ partially offset by the increase in costs of indirect materials by RM1.3 
million or 99.0% in line with the increase in Premium Grade block 
rubber sales. Indirect materials consist of other chemicals used in 
producing Premium Grade block rubber. 

 
(2) decrease in production overheads by RM5.0 million or 19.0% largely due to: 

 
▪ fewer scheduled maintenance carried out by maintenance team 

resulting in reduced repairs and maintenance of plant and machinery 
expenditure by RM1.5 million or 31.4%, in line with the decrease in 
sales volume in FYE 2020; 

 
▪ decline in electricity cost by RM0.3 million or 3.1%, in line with the 

decrease in sales volume in FYE 2020;  
 
▪ decline in diesel cost by RM1.4 million or 18.8%. Further, the lower 

diesel price (average price per litre of diesel in FYE 2019: RM2.3; FYE 
2020: RM1.9) during the said FY contributed to further lower cost; and 

 
▪ decrease in depreciation of manufacturing-related assets by RM0.6 

million or 22.8% are mainly due to no depreciation provided for plant 
and machinery of BMI which reclassified as assets held for sale in FYE 
2019. 

 
Comparisons between FYE 2020 and FYE 2021 
 
Our COS increased by RM117.5 million or approximately 20.4% to RM694.3 million in 
FYE 2021 (FYE 2020: RM576.8 million) in line with the increase in our total revenue. 
This was mainly due to the following reasons: 
 
(1) increase in material costs by RM111.2 million or 20.3% mainly due to: 

 
▪ increase in costs of raw materials by RM78.0 million or 14.8% mainly 

due to increase in consumption of raw materials, particularly cup lump, 
in line with the increase in our revenue from Processing Segment;  
 

▪ incur of RM28.3 million in block rubber trading stock in line with the 
revenue from Trading Segment incurred in FYE 2021 (FYE 2020: Nil); 
and 
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▪ increase in costs of packing materials by RM1.0 million or 14.8% in line 

with the increase in sales during the said FY. 
 

(2) increase in production overheads by RM5.9 million or 27.9% in line with the 
increase of revenue mainly due to: 
 
▪ additional repair and maintenance costs by RM2.6 million or 78.7% due 

to higher utilisation of our plant and machinery in line with the higher 
production outputs during the said FY; 
 

▪ increase in electricity cost by RM1.4 million or 14.6% in line with the 
higher production output to fulfil the increase sales volumes demanded 
from our customers; and  

▪ increase in diesel cost by RM1.4 million or 23.1% in line with the higher 
production output during the said FY. 

 
Comparisons between FPE 31 December 2020 and FPE 31 December 2021 
 
Our COS increased by RM51.9 million or approximately 16.7% to RM363.1 million in 
FPE 31 December 2021 (FPE 31 December 2020: RM311.2 million) in line with the 
increase in our total revenue. This was mainly due to the following reasons: 
 
(1) increase in material costs by RM50.6 million or 17.1% mainly due to: 

 
▪ increase in costs of raw materials by RM53.6 million or 19.7% to 

RM326.0 million in FPE 31 December 2021 (FPE 31 December 2020: 
RM272.4 million) due to the higher average purchase price of raw 
materials such as cup lump and semi-processed rubber. The increase 
in average purchase price of raw materials by RM1,497 per MTS or 
31.6% to RM6,229 per MTS in the FPE 31 December 2021 (FPE 31 
December 2020: RM4,732 per MTS). This was attributed by the higher 
rubber market prices based on the MRB Quote and SICOM Quote 
during FPE 31 December 2021 as compared to the prior FP; 
 

▪ partially offset by the lower block rubber trading purchase cost by 
RM2.3 million or 19.1% in line with the decrease in revenue from 
Trading Segment during the FPE 31 December 2021; and 
 

▪ partially offset by the lower costs of indirect materials by RM0.3 million 
or 21.2% in line with the decrease in total sales volume of Premium 
Grade block rubber. Indirect materials consist of other chemicals used 
in producing Premium Grade block rubber. 

 
(2) increase in production overheads by RM1.0 million or 8.4% in line with the 

increase in revenue mainly due to: 
 
▪ increase in repair and maintenance costs by RM1.8 million or 87.1% 

due to additional purchases of the major spare part of the machineries 
in preparation for the increase in production capacity of Factory 3 for 
the first half of year 2022; 

 
▪ increase in diesel cost by RM0.6 million or 20.2% due to higher diesel 

price (average price per litre of diesel in FPE 31 December 2020: 
RM1.6; FPE 31 December 2021: RM2.3) during the said FP; and 
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▪ partially offset by the decrease in electricity cost by RM0.9 million or 
16.2% in line with the reduction of production output as a result of the 
lower sales volumes during the FPE 31 December 2021. 

 
(iii) Analysis of GP and GP margin 

 
Similar to other commodity prices, the price of natural rubber is dynamic and fluctuates 
based on the supply-demand situation at each point in time. The difference between 
the selling price of finished products and purchase price of raw materials is deemed as 
“Processing Fee” for intermediary natural rubber processor. 
 
The selling price of our products is typically priced at a premium to the prevailing SICOM 
Quote. On the other hand, our purchases of raw materials from domestic suppliers and 
foreign suppliers are priced at a discount to the prevailing MRB Quote and SICOM 
Quote respectively, whilst domestic suppliers derive MRB Quote by referring to SICOM 
Quote too. The selling price of our products moves in tandem with our purchase price 
of raw materials. 
 
Our Group purchases raw materials predominantly in the form of cup lump with the 
remaining in the form of semi-processed rubber (including synthetic rubber). Therefore, 
our UMC of raw materials represents the sum of both costs of cup lump and semi-
processed rubber (i.e. excluding indirect and packing materials costs) divided by the 
total sales quantity in MTS from the Processing Segment for the said FY and FP. Our 
UMC is illustrated in per MTS.  
  
The main determinants of our GP are the Processing Fee and sales volume. Our Group 
adopts a cost-plus concept, thus any increase in our raw material prices will be passed 
on to our customers with higher selling prices of our products. Whilst the Processing 
Fee is rather stable in absolute term (by value), and is not affected by the fluctuation in 
natural rubber prices, the GP margin however is vulnerable to fluctuation in selling 
prices of our products. Therefore, a higher selling price, whilst other factors being equal, 
results in a lower GP margin because the selling price is larger as a denominator but 
the GP remains constant as numerator.  
 
Thus, for the block rubber processing industry player, GP is normally the indicator used 
to measure their business performance and not the GP margin. In most instances when 
the factors which will affect the UMC (i.e. type and quantity of raw materials purchased, 
proportion of cup lump and semi-processed rubber purchased) remain unchanged, a 
higher selling price of our products may translate into a lower GP margin and vice versa.  
This trend has been generally consistent for the FYEs 2019 and 2020. For FYEs 2019 
and 2020, semi-processed rubber constituted 26.1% to 26.7% of our purchases of raw 
materials whereas cup lump accounted for the remaining purchases. The breakdown 
of our purchase of the raw materials for the FYEs 2019 and 2020 is set out in Section 
7.7 of this Prospectus.  
 
For the FYE 2021, there was a higher ASP and a higher GP margin which was 
inconsistent with the trend due to the significant change in the proportion of cup lump 
and semi-processed rubber purchased which reduced our overall UMC. In FYE 2021, 
where our raw materials purchase was mostly made up of cup lump instead of semi-
processed rubber, which reduced our overall total purchase of semi-processed rubber 
to 15.1%. The breakdown of our purchase of raw materials during FYE 2021 is set out 
in Section 7.7 of this Prospectus. On top of this, higher orders were recognised in our 
Sales in FYE 2021 for our Premium Grade block rubber which commands a higher 
premium as compared to our SMR Grade block rubber. Therefore, our Group had 
improved GP and GP margin in FYE 2021. 
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For the FPE 31 December 2021, there was a higher ASP and a higher GP margin which 
was inconsistent with the trend. This was due to a higher increase in ASP as compared 
to the increase in UMC. Our ASP increased by RM1,701 per MTS to RM7,173 per MTS 
in the FPE 31 December 2021 (FPE 31 December 2020: RM5,472 per MTS). However, 
our UMC marginally increase at RM5,992 per MTS in the FPE 31 December 2021 (FPE 
31 December 2020: RM4,601 per MTS) in respect to our Processing Segment.  

The table below set out our analysis of our GP and GP margin by business segment 
for the Financial Years Under Review, FPE 31 December 2020 and FPE 31 December 
2021: 

<-----------FYE 30 June-----------> FPE 31 December 

2019 2020 2021 2020 2021 

GP (RM ’000) 
Processing Segment^ 45,003 39,591 71,289 24,815 36,930
Trading Segment 100 - 2,598 1,077 464
Total 45,103 39,591 73,887 25,892 37,394

GP margin (%)
Processing Segment^ 7.1 6.4 9.7 7.7 9.5
Trading Segment 7.6 - 8.4 8.2 4.6

Group GP margin (%) 7.1 6.4 9.6 7.7 9.3

UMC (RM)/ MTS 4,905 5,033 4,997 4,601 5,992

Sales volume (MTS) 
Processing Segment 110,149 105,034 121,404 59,210 54,412
Trading Segment 458 - 4,737 2,117 1,411
Total 110,607 105,034 126,141 61,327 55,823

Note: 
^ The breakdown of the GP and GP margin from our Processing Segment is as 

follows: 

<-------FYE 30 June------>
FPE 31 

December 

2019 2020 2021 2020 2021 

GP (RM ’000) 
SMR Grade 24,393 18,142 32,722 9,625 16,322
Premium Grade block 
rubber

20,610 21,449 38,567 15,190 20,608

Total 45,003 39,591 71,289 24,815 36,930

GP margin (%)
SMR Grade 6.5 5.2 8.5 5.6 7.9
Premium Grade block 
rubber

8.0 8.0 10.9 9.9 11.2
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Commentaries on GP and GP margin 

Comparison between FYE 2019 and FYE 2020 

Our GP decreased by RM5.5 million or 12.2% to RM39.6 million for FYE 2020 (FYE 
2019: RM45.1 million). During the said FY, our GP was derived from our Processing 
Segment only of RM39.6 million. This was mainly due to the followings: 

(i) the decrease in sales volume of 5,573 MTS or 5.0% to 105,034 MTS in FYE 
2020 (FYE 2019: 110,607 MTS); and 

(ii) despite the marginal increase in GP contribution for Premium Grade block 
rubber, the decrease in GP contribution was mainly due to lower GP from the 
SMR Grade of RM6.3 million or 25.8% to RM18.1 million for FYE 2020 (FYE 
2019: RM24.4 million).  

Our overall GP margin decreased slightly by 0.7 percentage point to 6.4% for FYE 2020 
(FYE 2019: 7.1%). This was mainly due to the followings: 

(i) a higher ASP in FYE 2020 at RM5,869 per MTS (FYE 2019: RM5,758 per 
MTS). The higher ASP mainly contributed from Premium Grade block rubber 
products as illustrated in Section 12.3.3 (i) (a) of this Prospectus; 

(ii) a higher UMC for FYE 2020 at RM5,033 per MTS (FYE 2019: RM4,905 per 
MTS) in respect to our Processing Segment. It was due to our purchase of 
raw materials cost such as semi-processed rubber in FYE 2020 is higher than 
FYE 2019, as the cost of semi-processed rubber is higher than cup lump; and 

(iii) our direct labour costs experience a slight increase was mainly due to 
increase in foreign worker levy by RM0.2 million and increase in worker 
welfare expenses by RM0.1 million.  

There were no GP earned from the Trading Segment in FYE 2020 (FYE 2019: 7.6%) 
as there were no sales generated from the Trading Segment. 

Comparisons between FYE 2020 and FYE 2021 

Our GP increased by RM34.3 million or 86.6% to RM73.9 million for FYE 2021 (FYE 
2020: RM39.6 million). During the said FY, our GP was mainly derived from our 
Processing Segment of RM71.3 million or approximately 96.5%, and the remaining 
from Trading Segment of RM2.6 million or approximately 3.5%. This was mainly due to 
the followings:  

(i) the increase in sales volume of 21,107 MTS or 20.1% to 126,141 MTS in FYE 
2021 (FYE 2020: 105,034 MTS); and 

(ii) both the SMR Grade and Premium Grade block rubber contributed a higher 
GP in FYE 2021 which was due to the followings:  

(a) the increase in GP contribution of the Premium Grade block rubber of 
RM17.2 million or 80.4% to RM38.6 million for FYE 2021 (FYE 2020: 
RM21.4 million); and  

(b) the increase in GP contribution of SMR Grade block rubber of RM14.6 
million or 80.7% to RM32.7 million for FYE 2021 (FYE 2020: RM18.1 
million).  
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Our overall GP margin increased by 3.2 percentage point to 9.6% for FYE 2021 (FYE 
2020: 6.4%). This was mainly due to the followings: 

 
(i) a higher ASP in FYE 2021 at RM6,090 per MTS (FYE 2020: RM5,869 per 

MTS). The higher ASP mainly contributed from Premium Grade block rubber 
products as illustrated in Section 12.3.3 (i) (a) of this Prospectus; and 

 
(ii) a lower UMC for FYE 2021 at RM4,997 per MTS (FYE 2020: RM5,033 per 

MTS) in respect to our Processing Segment, where our raw materials 
purchase was mostly made up of cup lump instead of semi-processed rubber. 
Our Group had reduced purchasing of semi-processed rubber, which carried 
a higher cost as compared to cup lump. 

 
In most instance, a higher selling price of our products may translate into a lower GP 
margin and vice versa, as occurred in FYE 2019 and FYE 2020. In respect of GP margin 
for the FYE 2021 does not align with the abovementioned statement, it was mainly due 
to a higher ASP and a lower UMC as illustrated above. 
 
There were sales from our Trading Segment incurred in FYE 2021. Hence, our GP 
margin from the Trading Segment is 8.4% in FYE 2021 (FYE 2020: Nil). 

 
Comparisons between FPE 31 December 2020 and FPE 31 December 2021 
 
Our GP increased by RM11.5 million or 44.4% to RM37.4 million for FPE 31 December 
2021 (FPE 31 December 2020: RM25.9 million). During the said FP, our GP was mainly 
derived from our Processing Segment of RM36.9 million or approximately 98.7%, and 
the remaining from Trading Segment of RM0.5 million or approximately 1.3%. This was 
mainly resulted from both SMR Grade and Premium Grade block rubber contributed a 
higher GP in FPE 31 December 2021 which was due to the followings:  

 
(i) the increase in GP contribution of the Premium Grade block rubber of RM5.4 

million or 35.5% to RM20.6 million for FPE 31 December 2021 (FPE 31 
December 2020: RM15.2 million); and  

 
(ii) the increase in GP contribution of SMR Grade block rubber of RM6.7 million or 

69.8% to RM16.3 million for FPE 31 December 2021 (FPE 31 December 2020: 
RM9.6 million).  

 
Our overall GP margin increased by 1.6 percentage point to 9.3% in FPE 31 December 
2021 (FPE 31 December 2020: 7.7%). This was mainly due to a higher ASP in FPE 31 
December 2021 at RM7,173 per MTS (FPE 31 December 2020: RM5,472 per MTS). 
The significant high ASP was contributed from Premium Grade and SMR Grade block 
rubber products as illustrated in Section 12.3.3 (i) (a) of this Prospectus. 

 
In most instance, a higher selling price of our products may translate into a lower GP 
margin and vice versa, as occurred in FYE 2019 and FYE 2020. In respect of GP margin 
for the FPE 31 December 2021 does not align with the abovementioned statement, it 
was mainly due to higher increase in ASP as compared to the increase in UMC.  
 
Our GP margin from the Trading Segment decreased by 3.6 percentage point to 4.6% 
in FPE 31 December 2021 (FPE 31 December 2020: 8.2%). This was due to the 
decrease of the GP by RM0.6 million or 54.5% to RM0.5 million for FPE 31 December 
2021 (FPE 31 December 2020: RM1.1 million). The decrease of the GP was mainly 
contributed from the increase in trading purchase cost from RM5,681 per MTS in FPE 
31 December 2020 to RM6,897 per MTS in FPE 31 December 2021 attributed by the 
higher rubber market prices based on the MRB Quote and SICOM Quote during FPE 
31 December 2021 as compared to the prior FP. 
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(iv) Analysis of other income 
 
Our other income included mainly the following: 
 
(i) Gain on disposal of SFT’s entire 60% equity interest in BMI held indirectly 

through STG; 
 
(ii) Unrealised gain on foreign exchange arising from the difference in the foreign 

exchange rate as at the date of our sales, purchases and trade bills compared 
to the foreign exchange rate as at respective FYEs;  

 

(iii) Interest income, which refers to the interest income from our deposits placed 
with licensed banks; and 

 
(iv) Insurance profit & commission received from insurance purchased for our 

Group’s coverage (i.e. STG is a registered insurance agents and therefore 
receive commissions from the insurance companies). STG became an 
insurance agent of LONPAC Insurance Bhd and MSIG Insurance (Malaysia) 
Bhd in 2012 and 2013 respectively.  
 

The analysis of our other income for the Financial Years Under Review, FPE 31 
December 2020 and FPE 31 December 2021 is as follows: 
 

 <----------------------FYE 30 June-----------------------> 
2019 2020 2021 

RM’000 % RM’000 % RM’000 % 
Insurance profit & 
commission 

219 20.4 187 4.4 230 40.8 

Interest income 316 29.4 569 13.5 119 21.1 
Fair value gain on derivatives - - 38 0.9 118 21.0 
Gain on disposal of 
subsidiary 

- - 2,789 66.0 - - 

Unrealised gain on foreign 
exchange 

470 43.8 392 9.3 - - 

Others(1) 69 6.4 251 5.9 96 17.1 

Total  1,074 100.0 4,226 100.0 563 100.0 
 

 <----------FPE 31 December-----------> 
2020 2021 

RM’000 % RM’000 % 
Insurance profit & 
commission 

46 1.9 53 14.1 

Interest income 50 2.0 50 13.2 
Fair value gain on derivatives 721 29.1 - - 
Realised gain on foreign 
exchange 

1,279 51.7 182 48.1 

Unrealised gain on foreign 
exchange 

316 12.8 93 24.6 

Others(1) 61 2.5 - - 

Total  2,473 100.0 378 100.0 
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Note: 

(1) Others include insurance claimed for cargo goods damaged, gain on disposal 
of property, plant and equipment, compensation received for contract washout, 
scrap income comprises proceeds from sales of used pallets, tolling fees 
received by BMI, rental income from staff in BMI, and wages subsidy from the 
Government amidst the COVID-19 pandemic. 

For information only, a contract washout is a way of settling a contract 
obligation between the buyer and the seller based on mutual consensus before 
the contract falls due. In this instance, our buyer (independent rubber trader) 
was unable to fulfil its contract obligation with the seller (our Group) and 
therefore our buyer has agreed to compensate our Group by paying the 
difference in value of the contractual selling price against the SICOM price 
quoted on the date of the order cancellation.  

Commentaries on other income 

Comparisons between FYE 2019 and FYE 2020 

Our other income increased by RM3.1 million or approximately 281.8% to RM4.2 million 
in FYE 2020 (FYE 2019: RM1.1 million). This was mainly due to the following reasons:

(i) the one-off gain on disposal of SFT’s entire 60% equity interest in BMI held 
indirectly through STG of RM2.8 million for a total cash consideration of 
USD3.0 million (equivalent to RM12.3 million), and recognised a gain on 
disposal as follows: 

RM’000
Consideration received 12,318
Less: Carrying amount of net assets disposed of (10,112)
Add: Foreign exchange translation reserve 583
Gain on disposal of BMI 2,789

Please refer to Section 7.1 of this Prospectus for details on the disposal of BMI 
in FYE 2020. 

(ii) increase in interest income by RM0.3 million generated from higher amount of 
placements of short-term deposits in FYE 2020 in view of the higher interest 
rates offered by licensed banks during the said FY; and 

(iii) increase in others mainly due to incur of tolling fees by RM0.1 million charged 
by BMI to rubber plantation for processing raw materials to semi-processed 
rubber in FYE 2020. 

Comparisons between FYE 2020 and FYE 2021 

Our other income decreased by RM3.6 million or approximately 85.7% to RM0.6 million 
in FYE 2021 (FYE 2020: RM4.2 million). This was mainly due to the following reasons: 

(i) decrease in interest income by RM0.5 million generated as lesser placement 
of our cash balances in short-term deposits with licensed banks in view of the 
lower interest rates offered by licensed banks during the said FY; 
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(ii) partially offset by the increase in fair value gain on derivatives by RM0.1 million. 
The net gain fair value on forward foreign exchange contract in FYE 2021 was 
mainly due to lower rate at the settlement date compared to market rate as at 
30 June 2020; and 

(iii) decrease in others mainly due to no tolling fees incurred during the said FY as 
BMI has been disposed by our Group in FYE 2020.

Comparisons between FPE 31 December 2020 and FPE 31 December 2021 

Our other income decreased by RM2.1 million or approximately 84.0% to RM0.4 million 
in FPE 31 December 2021 (FPE 31 December 2020: RM2.5 million). This was mainly 
due to the following reasons: 

(i) decrease in realised gain on foreign exchange by RM1.1 million arising from 
lower rate at settlement date (USD1.00: RM 4.19) compared to the foreign 
exchange rates used to account for the trade bills denominated in USD 
(USD1.00: RM 4.24) upon settlement in FPE 31 December 2020;  

(ii) a fair value loss on derivatives of RM0.1 million incurred in the FPE 31 
December 2021 as set out in Section 12.3.3(vii) of this Prospectus as 
compared to a fair value gain on derivatives of RM0.7 million recorded in the 
FPE 31 December 2020; and  

(iii) decrease in unrealised gain on foreign exchange by RM0.2 million mainly due 
to the weakening of USD against RM as compared to the FPE 31 December 
2020 exchange rate.  

Please refer to WAFEX for USD:RM in FPE 31 December 2020 and FPE 31 
December 2021 as set in Section 12.3.3 (i) (b) of this Prospectus. 

(v) Analysis of selling and distribution expenses 

The key components of our selling and distribution expenses throughout the Financial 
Years Under Review, FPE 31 December 2020 and FPE 31 December 2021 consist of: 

(i) agent fees paid for customer referrals, which accounted for approximately 
17.5%, 16.4%, 11.6%, 16.1% and 2.1% of our selling and distribution 
expenses; 

(ii) carriage outward which accounted for approximately 55.2%, 56.2%, 63.9%, 
55.4% and 76.8% of our selling and distribution expenses; and 

(iii) transportation cost, which accounted for approximately 18.5%, 20.5%, 19.3%, 
23.0% and 16.8% of our selling and distribution expenses. 

[The rest of this page has been intentionally left blank]
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The analysis of our selling and distribution expenses for the Financial Years Under 
Review, FPE 31 December 2020 and FPE 31 December 2021 is as follows: 
 
 <-------------------------FYE 30 June----------------------------> 

2019 2020 2021 
RM’000 % RM’000 % RM’000 % 

Agent fees 2,922 17.5 2,361 16.4 2,111 11.6 
Carriage outward(1) 9,247  55.2  8,101 56.2 11,680 63.9 
Transportation(2) 3,104 18.5 2,950 20.5 3,537 19.3 
Others(3)  1,470 8.8  1,002  6.9 953 5.2 

Total  16,743 100.0 14,414 100.0 18,281 100.0 
 

 <------------FPE 31 December------------> 
2020 2021 

RM’000 % RM’000 % 
Agent fees 1,262 16.1 206 2.1 
Carriage outward(1) 4,351 55.4 7,529 76.8 
Transportation(2) 1,803 23.0 1,648 16.8 
Others(3) 435 5.5 419 4.3 

Total  7,851 100.0 9,802 100.0 
 
Notes: 
 
(1) Refer to ocean freight costs for the shipment of our products to our customer. 

 
(2) Refer to local transportation costs for the delivery of our products to Port Klang 

in Malaysia.  
 

(3) Others include cargo insurance, customer rebate, travelling expenses, fuel 
cost, fumigation expense and insurance for goods-in-transit. 

 
Commentaries on selling and distribution expenses 
 
Comparisons between FYE 2019 and FYE 2020 

   
Our selling and distribution expenses decreased by RM2.3 million or approximately 
13.8% to RM14.4 million in FYE 2020 (FYE 2019: RM16.7 million). This was mainly 
due to following reasons: 
 
(i) decrease in our carriage outward cost by RM1.1 million or 12.4% as well as 

transportation charges by RM0.2 million or 5.0% in line with the decline in sales 
volume; and 
 

(ii) decrease in agent fees by RM0.6 million or 19.2% due to decrease in customer 
referrals which in line with the decline in sales volume in FYE 2020. 
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Comparisons between FYE 2020 and FYE 2021 
 
Our selling and distribution expenses increased by RM3.9 million or approximately 
27.1% to RM18.3 million in FYE 2021 (FYE 2020: RM14.4 million). This was mainly 
due to the following reasons: 
 
(i) increase in carriage outward cost by RM3.6 million or 44.2% as well as 

transportation charges by RM0.6 million or 19.9% in line with the increase in 
export sales and ocean freight costs during the said FY; and 

 
(ii) partially offset by decrease in agent fees by RM0.3 million or 10.6% due to 

decrease in customer referrals from a particular customer, Westwater Group 
who reduced the sales orders in FYE 2021. 

 
Comparisons between FPE 31 December 2020 and FPE 31 December 2021 
 
Our selling and distribution expenses increased by RM1.9 million or approximately 
24.1% to RM9.8 million in FPE 31 December 2021 (FPE 31 December 2020: RM7.9 
million). This was mainly due to the following reasons: 
 
(i) increase in carriage outward cost by RM3.2 million or 73.0% in line with the 

increase in ocean freight costs during the said FP; and 
 

(ii) partially offset by decrease in agent fees by RM1.1 million or 83.7% decrease 
in customer referrals which in line with the decline in sales volume in FPE 31 
December 2021. 

 
(vi) Analysis of administrative expenses 

 
The key components of our administrative expenses throughout the Financial Years 
Under Review, FPE 31 December 2020 and FPE 31 December 2021 consist of: 
 
(i) non-manufacturing related staff’s salaries and staff-related benefits for our 

administrative employees, which accounted for approximately 29.8%, 37.6%, 
26.6%, 37.5% and 29.8% of our administrative expenses; 

 
(ii) directors’ remuneration which accounted for approximately 32.1%, 20.7%, 

40.7%, 20.7% and 22.6% of our administrative expenses; and 
 

(iii) entertainment expenses, which accounted for approximately 9.7%, 10.1%, 
1.4%, 0.7% and 0.6% of our administrative expenses. 

 
 
 
 

[The rest of this page has been intentionally left blank] 
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The analysis of our administrative expenses for the Financial Years Under Review, FPE 
31 December 2020 and FPE 31 December 2021 is as follows: 
 
 <--------------------------FYE 30 June------------------------> 

2019 2020 2021 
RM’000 % RM’000 % RM’000 % 

Audit fee 130 2.0 111 2.1 101 1.2 
Bank charge 298 4.7 251 4.7 294 3.4 
Depreciation(1) 294 4.6 211 4.0 245 2.8 
Directors’ remuneration 2,056 32.1 1,094 20.7 3,512 40.7 
Entertainment expenses 622 9.7 533 10.1 124 1.4 
Licence fee 372 5.8 291 5.5 388 4.5 
Listing expenses(2) - - - - 945 11.0 
Repairs and maintenance 138 2.2 155 2.9 102 1.2 
Non-manufacturing 
related staff costs(3) 

1,906 29.8 1,989 37.6 2,291 26.6 

Telephone charge 148 2.3 151 2.9 148 1.7 
Others(4) 434 6.8 506 9.5 476 5.5 

Total  6,398 100.0 5,292 100.0 8,626 100.0 
 
 <------------FPE 31 December------------> 

2020 2021 
RM’000 % RM’000 % 

Audit fee 51 1.9 137 4.0 
Bank charge 144 5.3 98 2.9 
Depreciation(1) 117 4.3 126 3.7 
Directors’ remuneration 562 20.7 768 22.6 
Entertainment expenses 19 0.7 22 0.6 
Licence fee 209 7.7 167 4.9 
Listing expenses(2) 260 9.6 693 20.3 
Repairs and maintenance 40 1.5 53 1.6 
Non-manufacturing 
related staff costs(3) 

1,018 37.5 1,015 29.8 

Telephone charge 73 2.7 78 2.3 
Others(4) 221 8.1 250 7.3 

Total  2,714 100.0 3,407 100.0 
 
Notes: 
 
(1) For non-manufacturing assets. 

 
(2) The listing expenses was incurred for our Listing exercise. 
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(3) Refer to staff costs for sales and marketing, human resources and finance 
departments.    

(4) Others include costs for printing and stationery, professional fees, tax fees, 
postage and stamp and secretarial fee, road tax and insurance charges and 
other miscellaneous expenses. 

Commentaries on administrative expenses 

Comparisons between FYE 2019 and FYE 2020 

Our administrative expenses decreased slightly by RM1.1 million or approximately 
17.2% to RM5.3 million in FYE 2020 (FYE 2019: RM6.4 million). The decrease in 
administrative expenses was mainly due to the following: 

(i) decrease in directors’ remuneration by RM1.0 million as a result of lower net 
profit recorded in FYE 2020 from FYE 2019; 

(ii) decrease in depreciation by RM0.1 million due to the disposal and write off of 
motor vehicle and office equipment in FYE 2020; and 

(iii) decrease in licence fees by RM0.1 million due to reduction in export permit 
charges as a result of decrease in sales volume in FYE 2020. 

Comparisons between FYE 2020 and FYE 2021 

Our administrative expenses increased by RM3.3 million or approximately 62.3% to 
RM8.6 million in FYE 2021 (FYE 2020: RM5.3 million). The increase in administrative 
expenses was mainly due to the following: 

(i) increase in directors’ remuneration by RM2.4 million as a result of higher net 
profit recorded in FYE 2021; and 

(ii) the listing expenses of RM0.9 million for the payment of advisers and 
professional fees for our Listing exercise in FYE 2021. 

Comparisons between FPE 31 December 2020 and FPE 31 December 2021 

Our administrative expenses increased by RM0.7 million or approximately 25.9% to 
RM3.4 million in FPE 31 December 2021 (FPE 31 December 2020: RM2.7 million). The 
increase in administrative expenses was mainly due to the following: 

(i) increase in directors’ remuneration by RM0.2 million as a result of higher net 
profit recorded in FPE 31 December 2021; and 

(ii) increase in listing expenses by RM0.4 million was arising from the payment of 
advisers and professional fees for our Listing exercise in FPE 31 December 
2021. 

(vii) Analysis of other expenses

The key components of our other expenses throughout the Financial Years Under 
Review, FPE 31 December 2020 and FPE 31 December 2021 consist of mainly loss 
on foreign exchange arising from ordinary trade transactions in foreign currencies and 
translation of our sales, purchases and trade bills denominated in USD into RM and 
property, plant and equipment written off. 
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The analysis of our other expenses for the Financial Years Under Review, FPE 31 
December 2020 and FPE 31 December 2021 is as follows: 
 
 <-----------------------------FYE 30 June-----------------------> 

2019 2020 2021 
RM’000 % RM’000 % RM’000 % 

Fair value loss on 
derivatives  

170 12.8 - - - - 

Realised loss on 
foreign exchange  

1,142 86.3  5,545 99.8 164 27.9 

Unrealised loss on 
foreign exchange 

- - - - 367 62.4 

Property, plant and 
equipment written off 

12 0.9  13 0.2 57 9.7 

Total 1,324 100.0 5,558 100.0 588 100.0 

 
 <------------FPE 31 December------------> 

2020 2021 
RM’000 % RM’000 % 

Fair value loss on 
derivatives  

- - 124 99.2 

Realised loss on 
foreign exchange  

- - - - 

Unrealised loss on 
foreign exchange 

- - - - 

Property, plant and 
equipment written off 

1 100.0 1 0.8 

Total 1 100.0 125 100.0 

 
Commentaries on other expenses 

   
Comparisons between FYE 2019 and FYE 2020 

   
Our other expenses increased by RM4.3 million or approximately 330.8% to RM5.6 
million in FYE 2020 (FYE 2019: RM1.3 million). This was mainly due to the increase in 
realised loss on foreign exchange by RM4.4 million or 385.6% in FYE 2020 arising from 
USD transactions as a result of: 
 
(i) a higher net loss on realised foreign exchange of approximately RM4.3 million 

in FYE 2020 (FYE 2019: RM2.9 million) mainly due to the contracted rates of 
forward foreign exchange contracts were lower than the foreign exchange rates 
used to account for the sales denominated in USD upon receipts.  
 
In FYE 2020, average USD/RM rate for receipts in USD (USD1.00: RM4.17) 
after taking into accounts of the abovementioned forward foreign exchange 
contracts were lower than the average USD/RM for USD denominated sales 
(USD1.00: RM4.20) resulting in actual collections being lower than the sales 
amount recorded in the financial statements. 
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Comparisons between FYE 2020 and FYE 2021 
 
Our other expenses decreased by RM5.0 million or approximately 89.3% to RM0.6 
million in FYE 2021 (FYE 2020: RM5.6 million). This was mainly due to decrease of the 
realised loss on foreign exchange of RM5.3 million or 96.4% in FYE 2021 arising from 
USD transactions as a result of: 
 
(i) a lower net loss on realised foreign exchange of approximately RM0.9 million 

in FYE 2021 (FYE 2020: RM4.3 million) arising from the contracted rates of 
forward foreign exchange contracts being lower than the foreign exchange 
rates used to account for the sales denominated in USD upon receipts.  
 
In FYE 2021, average USD/RM rate for receipts in USD (USD1.00: RM4.12) 
after taking into accounts of the abovementioned forward foreign exchange 
contracts were lower than the average USD/RM for USD denominated sales 
(USD1.00: RM4.13) resulting in actual collections being lower than the sales 
amount recorded in the financial statements. 

 
Comparisons between FPE 31 December 2020 and FPE 31 December 2021 
 
Our other expenses increased by RM0.1 million or approximately 8,634.0% to RM0.1 
million in FPE 31 December 2021 (FPE 31 December 2020: RM1,430). This was mainly 
due to fair value loss on derivatives of RM0.1 million incurred in FPE 31 December 
2021. The net loss fair value on forward foreign exchange contract in FPE 31 December 
2021 was mainly due to higher rate at the settlement date as compared to market rate 
as at 30 June 2021.  
 

(viii) Analysis of finance costs 
 

Our finance cost consists of the following: 
 
(i) Trade bills costs to finance our purchase of raw materials and working capital; 

 
(ii) Bank interest charges is for bank overdraft facility. The amount of bank interest 

charges for the Financial Years Under Review and FPE 31 December 2020 
are negligible. There is no bank interest charge incurred during FPE 31 
December 2021; and 

 
(iii) Term loan interest is to finance our installation of the Solar System in our 

factories. 
  
The analysis of our finance costs for the Financial Years Under Review, FPE 31 
December 2020 and FPE 31 December 2021 is as follows: 
 
 <--------------------- FYE 30 June ---------------------------> 

2019 2020 2021 
RM’000 % RM’000 % RM’000 % 

Trade bills costs(1) 2,862 100.0 2,373 100.0 1,123 100.0 
Term loan interest - - - - - - 

Total 2,862 100.0 2,373 100.0 1,123 100.0 
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 <-------------------FPE 31 December------------------> 
2020 2021 

RM’000 % RM’000 % 
Trade bills costs(1) 570 100.0 492 96.5 
Term Loan Interest - - 18 3.5 

Total 570 100.0 510 100.0 
 
Note: 
 

(1) The trade bills costs consist of bankers’ acceptance, foreign currency trade 
loan, letter of credit financing and document against payment financing.  

 
Commentaries on finance costs 
 
Comparisons between FYE 2019 and FYE 2020 

   
Our finance costs decreased by RM0.5 million or approximately 17.2 % to RM2.4 million 
in FYE 2020 (FYE 2019: RM2.9 million). The decrease in finance costs during the said 
FY was mainly attributable to lower interest rate of our trade bills for the said FY. 
 
Comparisons between FYE 2020 and FYE 2021 
 
Our finance costs decreased by RM1.3 million or approximately 54.2% to RM1.1 million 
in FYE 2021 (FYE 2020: RM2.4 million). The decrease in finance cost during the said 
FY was mainly attributable to lower interest rate of our trade bills for the said FY. 
 
Comparisons between FPE 31 December 2020 and FPE 31 December 2021 
 
Our finance costs decreased by RM0.1 million or approximately 16.7% to RM0.5 million 
in FPE 31 December 2021 (FPE 31 December 2020: RM0.6 million). The decrease in 
finance cost during the said FP was mainly attributable to lower interest rate of our trade 
bills for the said FP. 
 

(ix) Analysis of PBT and PBT margin 
 

Our PBT and PBT margin for the Financial Years Under Review, FPE 31 December 
2020 and FPE 31 December 2021 are set out below:  
 
 <----Audited FYE 30 June----> Unaudited Audited 

 2019 2020 2021 

FPE 31 
December 

2020 

FPE 31 
December 

2021 
PBT (RM’000) 18,850 16,180 45,832 17,229 23,928 
PBT margin (%) 3.0 2.6 6.0 5.1 6.0 

 
Commentaries on PBT and PBT margin 
 
Comparisons between FYE 2019 and FYE 2020 

   
Our PBT decreased by RM2.7 million or approximately 14.3% to RM16.2 million in FYE 
2020 (FYE 2019: RM18.9 million). The decrease in PBT was mainly due to lower GP 
in tandem with lower revenue during the said FY. Our PBT margin decreased from 
3.0% in FYE 2019 to 2.6% in FYE 2020, mainly due to lower GP margin, which was 
mainly further compounded by higher other expenses largely as a result of higher 
realised loss on foreign exchange in FYE 2020 as explained in Section 12.3.3(vii) of 
this Prospectus. 



233

Registration No. 202101022910 (1423210-X) Registration No. 202101022910 (1423210-X) 

12. FINANCIAL INFORMATION (CONT’D) 

233 

Comparisons between FYE 2020 and FYE 2021 

Our PBT increased by RM29.6 million or approximately 182.7% to RM45.8 million in 
FYE 2021 (FYE 2020: RM16.2 million). The increase in PBT was mainly due to higher 
GP in tandem with higher revenue during the said FY. Our PBT margin increased from 
2.6% in FYE 2020 to 6.0% in FYE 2021, mainly due to: 

(i) higher GP as discussed in Section 12.3.3(iii) of this Prospectus; 

(ii) increase of the of sales volume of 21,107 MTS or 20.1% to 126,141 MTS in 
FYE 2021 (FYE 2020: 105,034 MTS); 

(iii) decrease of finance costs by RM1.3 million or approximately 54.2% to RM1.1 
million in FYE 2021 (FYE 2020: RM2.4 million); and 

(iv) decrease of the loss on realised foreign exchange by RM5.3 million or 96.4% 
to RM0.2 million in FYE 2021 (FYE 2020: RM5.5 million). 

Comparisons between FPE 31 December 2020 and FPE 31 December 2021 

Our PBT increased by RM6.7 million or approximately 39.0% to RM23.9 million in FPE 
31 December 2021 (FPE 31 December 2020: RM17.2 million). The increase in PBT 
was mainly due to higher GP in tandem with higher revenue during the said FP. Our 
PBT margin increased from 5.1% in FPE 31 December 2020 to 6.0% in FPE 31 
December 2021, mainly due to higher GP as discussed in Section 12.3.3(iii) of this 
Prospectus. 

(x) Analysis of tax

The analysis of our tax together with the comparison between our effective and 
statutory tax rates for the Financial Years Under Review, FPE 31 December 2020 and 
FPE 31 December 2021 are set out below: 

<-Audited FYE 30 June-> 
2019 2020 2021

RM’000 RM’000 RM’000
Current tax 
 Current year provision 4,656 3,621 11,314
 Over provision in prior years (142) (179)  (216)

Deferred tax 
 (Reversal)/Origination of temporary differences (2) - 112
 Over provision in prior years (8) - -

Total 4,504 3,442 11,210
Effective tax rate (%) 23.9 21.3 24.5
Statutory tax rate (%) 24.0 24.0 24.0
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Unaudited Audited 
FPE 31 December 

2020
FPE 31 December 

2021
RM’000 RM’000

Current tax 
 Current year provision 3,990 5,976
 Under provision in prior years 1 -

Deferred tax 
 Origination/(Reversal) of temporary 

differences 
9 (4)

 Over provision in prior years - -

Total 4,000 5,972
Effective tax rate (%) 23.2 25.0
Statutory tax rate (%) 24.0 24.0

For the Financial Years Under Review, FPE 31 December 2020 and FPE 31 December 
2021, we do not have any outstanding or provision for withholding tax. 

Commentaries on tax 

FYE 2019 

For FYE 2019, our tax expense was approximately RM4.5 million translating into an 
effective tax rate of approximately 23.9%, which was slightly lower than the statutory 
tax rate of 24.0% principally attributable to the overprovision for current tax expense in 
prior years of approximately RM0.1 million. 

FYE 2020 

For FYE 2020, our tax expense was approximately RM3.4 million translating into an 
effective tax rate of approximately 21.3%, which was lower than the statutory tax rate 
of 24.0% principally attributable to the non-taxable income arising from the gain on 
disposal of BMI of approximately RM0.7 million.  

FYE 2021 

For FYE 2021, our tax expense was approximately RM11.2 million translating into an 
effective tax rate of approximately 24.5%, which was slightly higher than the statutory 
tax rate of 24.0% principally attributable to certain one-off expenses such as 
depreciation for property, plant and equipment that is not qualified for capital 
allowances and unrealised loss on foreign exchange incurred which are not deductible 
for tax purposes. 

FPE 31 December 2021 

For FPE 31 December 2021, our tax expense was approximately RM6.0 million 
translating into an effective tax rate of approximately 25.0%, which was higher than the 
statutory tax rate of 24.0% principally attributable to certain one-off expenses such as 
depreciation for property, plant and equipment that is not qualified for capital 
allowances as well as fair value loss on derivatives and listing expenses incurred which 
are not deductible for tax purposes. 



235

Registration No. 202101022910 (1423210-X) Registration No. 202101022910 (1423210-X) 
 
12. FINANCIAL INFORMATION (CONT’D) 

 

 

 

235 
 

(xi) Analysis of PAT and PAT margin 
 

Our PAT and PAT margin for the Financial Years Under Review, FPE 31 December 
2020 and FPE 31 December 2021 are set out below: 

 
 <-------Audited FYE 30 June------> Unaudited Audited 

 2019 2020 2021 

FPE 31 
December 

2020 

FPE 31 
December 

2021 
PAT (RM’000) 14,346 12,738 34,622 13,229 17,956 
PAT margin (%) 2.3 2.1 4.5 3.9 4.5 

 
Commentaries on PAT and PAT margin 
 
Comparisons between FYE 2019 and FYE 2020 

   
Our PAT decreased by RM1.6 million or approximately 11.2% to RM12.7 million in FYE 
2020 (FYE 2019: RM14.3 million) is in line with the decrease in PBT. However, the 
decrease in PAT margin by 0.2 percentage point in the FYE 2020 is lower than the 
decrease in PBT margin of 0.4 percentage point in the FYE 2020 mainly attributable to 
lower effective tax rate principally due to the non-taxable income arising from the gain 
on disposal of BMI of approximately RM0.7 million. 
Comparisons between FYE 2020 and FYE 2021 
 
Our PAT increased by RM21.9 million or approximately 172.4% to RM34.6 million in 
FYE 2021 (FYE 2020: RM12.7 million) is in line with the increase in PBT. The increase 
in PAT margin by 2.4 percentage point in the FYE 2021 is lower than the increase in 
PBT margin of 3.4 percentage point in the FYE 2021 mainly attributable to higher 
effective tax rate.   
 
Comparisons between FPE 31 December 2020 and FPE 31 December 2021 
 
Our PAT increased by RM4.8 million or approximately 36.4% to RM18.0 million in FPE 
31 December 2021 (FPE 31 December 2020: RM13.2 million) is in line with the 
increase in PBT. The increase in PAT margin by 0.6 percentage point in the FPE 31 
December 2021 is lower than the increase in PBT margin of 0.9 percentage point in the 
FPE 31 December 2021 mainly attributable to higher effective tax rate.   

 
 
12.4 LIQUIDITY AND CAPITAL RESOURCES 

 
12.4.1 Working capital 

 
Our business is financed by a combination of internal and external sources of funds. The 
internal sources of funds comprise of our shareholders’ equity and cash generated from our 
business operations, while our external sources of funds largely comprise of the following: 
 
(i) credit terms granted by our suppliers; and 

 
(ii) trade bills. 

 
As at 31 December 2021, we have: 
 
(i) deposits, bank and cash balances of RM1.5 million; 
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(ii) working capital of RM61.1 million, being the difference between current assets of 
RM192.1 million and current liabilities of RM131.0 million; and 

 
(iii) credit facilities, which consist of the following: 

 
(a) trade bills with a total limit of RM309.0 million, of which RM225.7 million has yet 

to be utilised; 
 

(b) term loan in relation to the installation of Solar Systems with a total limit of 
RM10.0 million of which RM0.6 million has yet to be drawdown; and 

 
(c) bank overdraft with a total limit of RM3.5 million and has yet to be utilised.   
 

Based on our past financial performance, future prospects, the potential impact from the 
ongoing COVID-19 pandemic and movement control orders imposed by Malaysian 
Government and after taking into consideration our deposits, bank and cash balances, the 
expected funds to be generated from operating activities as well as the amounts available under 
our existing banking facilities together with the gross proceeds to be raised from the Public 
Issue, our Board is of the view that we will have sufficient working capital to meet our present 
and foreseeable requirements for a period of 12 months from the date of this Prospectus. 

 
12.4.2 Cash flows 

 
The summary of our cash flows for the Financial Years Under Review, FPE 31 December 2020 
and FPE 31 December 2021 is as follows: 
 

 <----Audited FYE 30 June---> Unaudited Audited 

 2019 2020 2021 

FPE 31 
December 

2020 

FPE 31 
December 

2021 

 RM’000 RM’000 RM’000 RM’000 RM’000 

Net cash from/(for) operating 
activities 

61,320 11,455 20,477 (8,019) (5,796) 

Net cash (for)/from investing 
activities 

(8,049) 9,572 (6,207) (996) (10,953) 

Net cash (for)/from financing 
activities 

(29,922) (28,320) (24,366) (12,280) 4,837 

Net increase/(decrease) in 
cash and cash equivalents 

23,349 (7,293) (10,096) (21,295) (11,912) 

Cash and cash 
equivalents at the 
beginning of the FY/ FP 

7,564 30,865 23,549 23,549 13,453 

Effects of foreign exchange 
translation 

(48) (23) - - - 

Cash and cash 
equivalents at the end of 
the FY/ FP^ 

30,865 
 

23,549 
 

13,453 2,254 1,541 
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Note:

^ Details of the cash and cash equivalents are as follows: 

<--Audited as at 30 June--> Unaudited Audited 

2019 2020 2021

FPE 31 
December 

2020

FPE 31 
December 

2021
RM’000 RM’000 RM’000 RM’000 RM’000

Cash and bank 
balances

5,433# 8,694 4,084 2,254 1,541

Add: Short-term 
deposits

25,432 14,855 9,369 - -

Less: Pledged 
deposits 

- - - - -

Less: Bank 
overdrafts 

- - - - -

Cash and cash 
equivalents at the 
end of the FY/ FP

30,865 23,549 13,453 2,254 1,541

Note: 

# Including RM1.8 million of the cash and cash equivalents of BMI classified under 
disposal group held for sale. 

There is no legal, financial or economic restriction on our subsidiaries’ ability to transfer/receive 
funds to/from our Company in the form of cash dividends, loans or advances, subject to the 
availability of distributable reserves, loans or advances in compliance with any applicable 
financial covenant.  

Commentaries on cash flows 

FYE 2019 

Net cash from operating activities 

For FYE 2019, we recorded net cash from operating activities approximately of RM61.3 million. 
During the said FY, our cash inflows comprised mainly collection from our customers amounting 
to RM654.5 million.  

The above cash inflows were mainly offset by the following payments during the said FY: 

(i) payment for purchases of raw materials, indirect and packing materials (“Materials”) 
amounting to RM518.7 million; 

(ii) payment of Directors’ and staff remuneration amounting to RM11.3 million; 

(iii) payment for operating expenses amounting to RM57.8 million mainly relating to 
payment for cess, electricity and diesel amounted to RM27.2 million and other 
expenses; and 

(iv) payment of income taxes amounting to RM3.2 million. 
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Net cash for investing activities 
 

For FYE 2019, we recorded net cash for investing activities of RM8.0 million, which was mainly 
attributed to payment of approximately RM3.1 million during the said FY for purchased of plant 
and machineries during the said FY to upgrade our production facilities and balance payment 
for the purchase of plant and machineries of RM4.7 million during the said FY relating to 
purchase from prior FY. 
 
Net cash for financing activities 
 
For FYE 2019, we recorded net cash for financing activities of RM29.9 million which was mainly 
attributable to: 

  
(i) dividend payment of RM5.0 million during the said FY; and 

 
(ii) net cash outflow in trade bills amounting to RM24.9 million. This is due to the utilisation 

of trade bills of approximately RM793.7 million for the purchase of Materials and 
working capital which was offset by repayment of trade bills amounting to RM818.6 
million.  

 
FYE 2020 
 
Net cash from operating activities 
 
For FYE 2020, we recorded net cash from operating activities approximately of RM11.5 million. 
During the said FY, our cash inflows comprised mainly collection from our customers amounting 
to RM647.9 million.  
 
The above cash inflows were mainly offset by the following payments during the said FY: 

 
(i) payment for purchases of Materials amounting to RM562.7 million. Payment increased 

by RM44.0 million from FYE 2019 due to storing up of raw materials required for the 
wintering period and increase in production output for FYE 2021. Please refer to 
Section 7.7 of this Prospectus for the details of the wintering period;  
 

(ii) payment of Directors’ and staff remuneration amounting to RM12.7 million;  
 

(iii) payment for operating expenses amounting to RM55.9 million mainly relating to 
payment for cess, electricity and diesel amounted to RM23.3 million and other 
expenses; and 
 

(iv) payment of income taxes amounting to RM3.8 million. 
 

Net cash from investing activities 
 
For FYE 2020, we recorded net cash from investing activities of RM9.6 million, which was 
mainly attributed to: 
  
(i) the RM11.9 million received from the disposal of SFT’s entire 60% equity interest in 

BMI held indirectly through STG for a total cash consideration of USD3.0 million 
(equivalent to RM12.3 million) less cash and cash equivalents of BMI amounting to 
RM0.4 million which was completed on 11 June 2020; and 
 

(ii) payment of RM2.2 million which was mainly attributable to the purchase of motor 
vehicles and production machineries amounting to RM0.6 million and RM1.4 million 
respectively and balance payment for the purchase of plant and machineries of RM0.3 
million during the said FY relating to purchase from prior FY. 
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Net cash for financing activities 

For FYE 2020, we recorded net cash for financing activities of RM28.3 million which was mainly 
attributable to: 

(i) dividend payment of RM29.4 million during the said FY; and 

(ii) net cash inflow in trade bills amounting to RM1.0 million. This is due to the utilisation of 
trade bills of approximately RM949.7 million for the purchase of Materials and working 
capital which was offset by the repayment of trade bills amounting to RM948.7 million.  

FYE 2021 

Net cash from operating activities 

For FYE 2021, we recorded net cash from operating activities approximately of RM20.5 million. 
During the said FY, our cash inflows comprised mainly collection from our customers amounting 
to RM785.4 million. 

The above cash inflows were mainly offset by the following payments during the said FY: 

(i) payment for purchases of Materials amounting to RM687.2 million; 

(ii) payment of Directors’ and staff remunerations amounting to RM12.1 million; 

(iii) payment for operating expenses amounting to RM58.3 million mainly relating to 
payment for cess, electricity, diesel amounted to RM24.8 million and other expenses; 
and 

(iv) payment of income taxes amounting to RM6.5 million. 

Net cash for investing activities 

For FYE 2021, we recorded net cash for investing activities of RM6.2 million, which was mainly 
attributed to payment of approximately RM3.9 million during the said FY and the breakdown of 
the said payment is as follows: 

(i) RM1.2 million for construction of a workers’ quarter for the Workers’ Quarter 2 which is 
in compliance with the minimum requirements as set out under the Employees’ 
Minimum Standards of Housing, Accommodations and Amenities (Accommodation and 
Centralized Accommodation) Regulations 2020 and have been issued with the 
Certificates for Accommodation by the Department of Labour of Peninsular Malaysia; 
and  

(ii) RM2.7 million for the Solar System project is for our Group’s cost-savings plan in 
reducing electricity consumption,  

and RM2.2 million during the said FY for purchased of plant and machineries to upgrade our 
production facilities. 

Net cash for financing activities 

For FYE 2021, we recorded net cash for financing activities of RM24.4 million which was 
attributable to: 

(i) dividend payment of RM22.5 million during the said FY; and 
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(ii) net cash outflow in trade bills amounting to RM1.2 million. This is due to the utilisation 
of proceeds of approximately RM905.1 million for the purchase of Materials and 
working capital which was offset by repayment of trade bills amounting to RM906.3 
million. 

FPE 31 December 2020 

Net cash for operating activities  

For FPE 31 December 2020, we recorded net operating cash outflow for operating activities of 
approximately RM8.0 million. During the said FP, our cash inflows comprised mainly collection 
from our customers amounting to RM334.3 million.  

The above cash inflows were mainly offset by the following payments during the said FP:  

(i) payment for purchase of Materials amounting to RM310.8 million due to the storing up 
of raw materials required for the wintering period and increase in production output for 
FYE 2021. Please refer to Section 7.7 of this Prospectus for the details of the wintering 
period;  

(ii) payment of staff costs amounting to RM5.0 million;  

(iii) payment for operating expenses amounting to RM26.4 million mainly relating to 
payment for cess, electricity and diesel amounted to RM11.4 million and other 
expenses; and 

(iv) payment of income tax amounting to RM0.9 million. 

Net cash for investing activities 

For FPE 31 December 2020, we recorded net cash outflow used in investing activities of RM1.0 
million, which was mainly attributed to payment of approximately RM0.8 million during the said 
FP and the breakdown of the said payment is as follows: 

(i) RM0.2 million for construction of a workers’ quarter for the Workers’ Quarter 2 which is 
in compliance with the minimum requirements as set out under the Employees’ 
Minimum Standards of Housing, Accommodations and Amenities (Accommodation and 
Centralized Accommodation) Regulations 2020 and have been issued with the 
Certificates for Accommodation by the Department of Labour of Peninsular Malaysia; 
and  

(ii) RM0.6 million for the extension of the factory in relation to the installation of the Biomass 
Systems,  

and RM0.7 million during the said FY for purchased of plant and machineries to upgrade our 
production facilities. 

Net cash for financing activities 

For FPE 31 December 2020, we recorded net cash outflow used in financing activities of 
RM12.3 million which was attributable to: 

(i) dividend payment of RM11.5 million during the said FP; and 

(ii) net cash outflow in trade bills amounting to RM0.5 million. This is due to the utilisation 
of proceeds of approximately RM516.5 million for the purchase of Materials and 
working capital which was offset by repayment of trade bills amounting to RM517.0 
million. 
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FPE 31 December 2021 
 
Net cash for operating activities 
 
For FPE 31 December 2021, we recorded net operating cash outflow for operating activities 
approximately of RM5.8 million. During the said FP, our cash inflows comprised mainly 
collection from our customers amounting to RM383.5 million. 
 
The above cash inflows were mainly offset by the following payments during the said FP: 
 
(i) payment for purchases of Materials amounting to RM346.4 million due to the following 

reasons:  
 
▪ storing up of raw materials required for the wintering period and in anticipation 

of the increase in the production capacity for Factory 3 for the first half of year 
2022 in order to ensure sufficient raw materials supply. Please refer to Section 
7.7 of this Prospectus for the details of the wintering period; and 

 
▪ the increase in rubber price also attributed to the higher average purchase cost 

of our raw materials by RM1,497 per MTS or 31.6% to RM6,229 per MTS 
during FPE 31 December 2021 as compared to RM4,732 per MTS in FPE 31 
December 2020. 

 
(ii) payment of staff costs amounting to RM7.8 million;  
 
(iii) payment for operating expense amounting to RM29.5 million mainly relating to payment 

for cess, electricity and diesel amounted to RM11.8 million and other expenses; and 
 

(iv) payment of income taxes amounting to RM5.3 million, was arising from higher tax 
estimations in anticipation of increased taxable income for FYE2022, as well as the 
balance of tax payment for the FYE 2021. 

 
To further analyse the negative net cash outflow used in operating activities of RM5.8 million of 
our Group during FPE 31 December 2021, the breakdown of the cash flows from operating 
activities are extracted from combined statements of cash flows from the Accountants’ Report 
as follows:  
 

 Unaudited Unaudited Audited 
 FPE 31 

December 2019 
FPE 31 

December 2020 
FPE 31 

December 2021 
 RM’000 RM’000 RM’000 
Cash flows for operating 
activities 

   

Profit before tax  3,124 17,229 23,928 
Adjustments for:    
Depreciation of property, plant 
and equipment  

1,172 1,164 1,100 

Depreciation of right-of-use 
assets 

- 70 70 

Fair value loss/(gain) on 
derivatives measured at fair 
value through profit or loss  

- (721) 124 

Listing expenses - 260 693 
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 Unaudited Unaudited Audited 
 FPE 31 

December 2019 
FPE 31 

December 2020 
FPE 31 

December 2021 
 RM’000 RM’000 RM’000 
Gain on disposal of property, 
plant and equipment 

- (54) - 

Property, plant and equipment 
written off 

13 1 1 

Unrealised (gain)/loss on foreign 
exchange  

* (316) (93) 

Interest expenses 1,173 570 510 
Interest income  (302) (50) (50) 
Operating profit before 
working capital changes  

5,180 18,153 26,283 

Inventories (53,917) (30,607) (24,170) 
Trade and other receivables  26,610 (7,022) (21,157) 
Trade and other payables (3,387) 12,865 19,044 
Cash for operations (25,514) (6,611) * 
Interest paid (1,173 (570) (510) 
Interest received  302 50 50 
Tax paid (2,054) (888) (5,336) 
Net cash for operating 
activities 

(28,439)^ (8,019) (5,796) 

 
Notes: 
 
* The amount is less than RM500. 
 
^ Including BMI’s net cash for operating activities of RM1.3 million. The disposal of BMI 

was completed on 11 June 2020.  
 
As tabulated above, our Group recorded an operating profit before working capital changes 
during FPE 31 December 2021. This demonstrated that our Group’s business is sustainable 
and profitable after fulfilling all related operating expenses for our rubber processing business. 
  
The changes in working capital which attributed to the negative operating cash flows during 
FPE 31 December 2021 were mainly due to the following reasons:  
 
(i) the increase in inventories resulted from storing up of raw materials required for the 

wintering period to ensure sufficient raw materials supply, higher sales anticipated and 
the increase in the production capacity for Factory 3 for the first half of year 2022. In 
additions, the increase in rubber price also attributed to the increase in the purchase 
cost of our raw materials during second half of year 2021 as compared to prior FP. 
Further, due to the Factory Closure, our production activity were temporarily halted for 
1 week in November 2021 which resulted in the delay in production as well as the delay 
in shipment of our products to our customers and hence, our raw materials inventory 
level was higher than anticipated.  
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(ii) apart from a higher revenue was recorded for the FPE 31 December 2021 which 
resulted in a higher trade receivable, the shipment of our products to customers were 
delayed and rescheduled to December 2021 and January 2022 was due to Factory 
Closure as well as port congestion in Malaysia arising from the COVID-19 pandemic. 
As at the LPD, we have fully collected all of our total trade receivables which were 
outstanding as at 31 December 2021. Please refer to Section 12.6.1 of this Prospectus 
for the aging analysis of our trade receivables.  

 
(iii) higher tax paid arising from higher tax estimations in anticipation of increased taxable 

income for FYE2022, as well as the balance of tax payment for the FYE 2021. 
  

Even though our Group recorded a negative operating cash flow position for the FPE 31 
December 2021, barring any unforeseen circumstances and after deliberation with the Principal 
Adviser and Reporting Accountants, our management is of the view that our Group is expected 
to achieve a positive operating cash flow for the FYE 30 June 2022. This is taking into 
consideration the views of our management as well as bases and assumptions as follows: 
 
(i) our Group typically purchases more raw materials during the first half of our financial 

year to ensure sufficient raw materials supply in view of the wintering period in Malaysia 
which occurs within the second half of our financial year. As such, the lower amount of 
raw materials purchased in the second half of our financial year is expected to result in 
lower inventories which in turn is expected to improve the cash flow position of our 
Group. Such purchasing patterns have been practiced by our Group which have 
contributed to the negative operating cash flow position of our Group for the 6-month 
FPE in the past 3 years and subsequently a positive operating cash flow position for 
the Financial Years Under Review; 
 

(ii) sales of our Group for the second half of our financial year is expected to be higher 
arising from the sales contract secured from our customers, namely Jiangsu General 
Science Technology Co., Ltd, Megarun Tyre Co. Ltd and R1 International Pte Ltd,  
whereby an agreed quantity of block rubber has been fixed for delivery in the second 
half of our financial year. This is expected to reduce the level of inventory as at 30 June 
2022 which will improve the cash flow position of our Group; 

 
(iii) there will be no significant changes to the prevailing political and economic conditions 

that may have an adverse effect on the activities and performance of our Group; and 
 

(iv) there will be no significant impact to our Group’s financial performance and cash flows 
caused by the global COVID-19 pandemic and any other events for the period from the 
LPD up to 30 June 2022 including delay in production and delivery schedules of our 
finished products and the collections from our customers. 

 
Net cash for investing activities 

For FPE 31 December 2021, we recorded net cash for investing activities of RM10.9 million, 
which was attributed to the breakdown of the said payment during the said FP is as follows: 
 
(i) RM1.3 million for the Biomass System project is for our Group’s cost-savings plan in 

reducing diesel consumption; and  
 

(ii) RM9.6 million for the Solar System project is for our Group’s cost-savings plan in 
reducing electricity consumption.  
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Net cash from financing activities 
 
For FPE 31 December 2021, we recorded net cash from financing activities of RM4.8 million 
which was attributable to: 
 
(i) net cash inflow in trade bills amounting to RM6.7 million. This is due to the utilisation of 

proceeds of approximately RM548.2 million for the purchase of Materials and working 
capital which was offset by repayment of trade bills amounting to RM541.5 million;  
 

(ii) net cash inflow in term loan amounting to RM9.0 million. This is due to the utilisation of 
proceeds of approximately RM9.4 million for the installation of Solar Systems which 
was offset by repayment of term loan amounting to RM0.4 million; and  

 
(iii) dividend payment of RM10.0 million during the said FP. 
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12.4.4 Types of financial instruments used 
 
As at the LPD, our financial instruments, from an accounting perspective, comprised of 
deposits, bank and cash balances, term loan, trade bills, derivative assets, trade and other 
receivables as well as trade and other payables, as shown on the combined statements of 
financial position. We use the abovementioned financial instruments in the ordinary course of 
our business.  
 
In addition to the above, we had used forward foreign exchange contracts to manage some of 
our transaction exposure. During the Financial Years Under Review and FPE 31 December 
2021, we have entered into a number of forward foreign exchange contracts to hedge our 
foreign exchange exposure against the USD. As at the LPD, we have outstanding forward 
foreign exchange contracts of USD9.5 million (equivalent to RM41.8 million based on the 
foreign exchange rate USD1: RM4.40 as at 18 May 2022) and we had used our export sales 
proceeds to pay our foreign suppliers as natural hedging to reduce foreign exchange fluctuation 
risk for the purchase of our supplies and revenue from our foreign sales. 
  
We assess all unsettled contracts at the end of each FY and FP, and determine the impact of 
any foreign currency differences arising from the translation of the outstanding forward foreign 
exchange contracts into RM. 

 
12.4.5   Treasury policies and objectives 
 

One of the main treasury responsibilities is to ensure that we have the liquidity and cash to 
meet our obligations as they fall due. Our principal sources of liquidity are our cash and bank 
balances, cash generated from our operations and trade bills. Using appropriate governance 
and policies, it is the responsibility of treasury to identify, quantify, monitor and control the risks 
(liquidity, interest, currency, credit, legal and regulatory) associated with these activities, using 
appropriate mitigation and hedging techniques. 
 
In our ordinary course of business, we deal with customers and suppliers from both the 
domestic market and foreign market, where transactions are denominated in both local currency 
as well as foreign currency. We maintain bank accounts mainly in RM and USD, such that 
collections can be used to settle payments of the same currency where possible. This provides 
a natural hedge against fluctuations in the foreign exchange and mitigates our exposure to 
foreign exchange risks. Save for the RM and USD currencies which we exposed, our Group 
does not expose to any other foreign currency. 

 
 
12.5 MATERIAL CAPITAL COMMITMENTS, CONTINGENT LIABILITY AND MATERIAL 

LITIGATION 
 

12.5.1 Material capital commitments 
 
As at the LPD, our material capital commitments consist of the following: 
 

 As at LPD 
 RM’000 
Approved and contracted for:  
Purchase of property, plant and equipment  
• Biomass System project(1) 3,424 

• Solar System project(2) 639 

Total 4,063 
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Notes: 
 
(1) The total costs of the purchase and installation of the 2 units of Biomass System is 

RM6.3 million and will be fully funded from the proceeds from the Public Issue. Please 
refer Section 7.17.3 of this Prospectus for the status and estimated timeframe for the 
Biomass System project. 
 

(2) The estimated total costs of the installation of the Solar System is approximately 
RM12.8 million, which RM2.8 million will be internally funded and RM10.0 million 
financed via term loan from Ambank Islamic Berhad which will be funded from the 
proceeds from the Public Issue. Please refer Section 7.17.2 of this Prospectus for the 
status and estimated timeframe for the Solar System project. 

 
We expect to meet our material capital commitments through the following: 
 
▪ internally generated funds; 

 
▪ approved term loan of RM10.0 million from Ambank Islamic Berhad in relation to the 

installation of Solar System; and 
 

▪ RM68.1 million from the proceeds from the Public Issue.     
 
We intend to increase the production capacity of our factories by increasing production shifts 
with additional manpower and hence, we do not expect to incur any material capital expenditure 
to other than disclosed above. Please refer to Section 4.7 of this Prospectus for further details 
on the use of our IPO proceeds and Section 7.17 of this Prospectus for our future plans which 
including the increasing of our production shifts and manpower. 
 
Save for the material capital commitments as disclosed above, there are no material capital 
commitments incurred or known to be incurred by us that have not been provided for, which 
upon becoming enforceable, may have a material impact on our business, financial 
performance or financial position. 

 
12.5.2 Contingent liabilities 

 
As at the LPD, our Board, having made reasonable inquiry, has reasonable grounds to believe 
that there are no material contingent liabilities which have become enforceable or are likely to 
become enforceable, which may materially and adversely affect the business or financial 
position of our Group. 
 

12.5.3 Material litigations 
 
As at the LPD, neither our Company nor our subsidiaries are engaged in any governmental, 
legal or arbitration proceedings, including those relating to bankruptcy, receivership or similar 
proceedings which may have or have had, material or significant effects on our financial position 
or profitability, in the 12 months immediately preceding the date of this Prospectus. 

 
 
 
 
 

[The rest of this page has been intentionally left blank] 
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12.6 KEY FINANCIAL RATIOS 
 
Our key financial ratios for the Financial Years Under Review and FPE 31 December 2021 are 
as follows: 
 

 <--------As at 30 June-------> 
As at 31 

December 
 2019 2020 2021 2021 
Trade receivables turnover (days)(a) 43 35 19 21 
 Trade payables turnover (days)(b) 2 2   2 8 
Inventories turnover (days)(c) 31 30 44 59 
Current ratio (times)(d) 1.6 1.6 1.5 1.5 
Gearing ratio (times)(e) 0.8 1.0 0.9 1.0 
Net gearing ratio (times)(f) 0.5 0.7 0.7 0.9 

 
Notes: 
 

(a) Calculated based on average trade receivables of the respective FY/FP over total 
revenue of the respective FY/FP, and multiplied by 365/182 days.   

 
(b) Calculated based on average trade payables of the respective FY/FP over total 

purchases of materials of the respective FY/FP, and multiplied by 365/182 days.   
 
(c) Calculated based on average inventory of the respective FY/FP over total cost of sales 

of the respective FY/ FP, and multiplied by 365/182 days. 
 

 

(d) Calculated based on current assets over current liabilities exclude assets and liabilities 
of BMI classified as held for sale. 
 

 

(e) Calculated based on total borrowings over total equity. 
 

(f) Calculated based on total borrowings less deposit, bank and cash balances over total 
equity. 
 

 
12.6.1 Trade receivables turnover period 

 
A summary of our trade receivables for the Financial Years Under Review and FPE 31 
December 2021 is set out below: 
 

 <-----------------FYE 30 June----------------> 
FPE 31 

December 
 2019 2020 2021 2021 
Average trade receivables (RM 
‘000)(a) 

74,934 58,645 41,017 45,907 

Revenue (RM ‘000) 636,834 616,435 768,177 400,490 
Trade receivables turnover 
period (days)(b) 

43 35 19 21 
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Notes: 
 

(a) Computed based on the trade receivables as at the beginning and end of the respective 
FY and FP. 

    
(b) Calculated based on average trade receivables of the respective FY/FP over total 

revenue of the respective FY/FP, and multiplied by 365/182 days.   
 
The normal trade terms granted to our customers range from cash terms to 90 days of credit. 
Our credit terms to customers may vary depending on various factors such as our business 
relationship with the customer, customer credit worthiness, customer historical payment trend 
as well as transaction volume and value. 
 
Our average trade receivables turnover period stood at 43 days, 35 days, 19 days and 21 days 
for the Financial Years Under Review and FPE 31 December 2021, which fell within our normal 
credit term to our customers. The improvement in collections during the Financial Years Under 
Review was due to the shorter payment terms agreed with our customers upon the execution 
of the sales contracts. The slight increase in trade receivables turnover period during FPE 31 
December 2021 was due to the increase in trade receivables during near period end as certain 
numbers of our shipments in November 2021 were delayed to December 2021 and January 
2022 attributed from Factory Closure. 
 
We have not experienced any significant bad debts for the Financial Years Under Review and 
FPE 31 December 2021. We will assess the collectability of trade receivables on an individual 
customer basis and provide for impairment loss on receivables for those customers where 
recoverability is uncertain based on our past dealings with customers. 
 
The aging analysis of our trade receivables as at 31 December 2021 is as follows: 
 

 

Within 
credit 

period 

<------------ Exceeding credit period -------------> 

Total 
1-30 

days 
31-60 
days 

61-90 
days 

91-120 
days 

>120 
days 

Total trade 
receivables 
(RM’000) 

55,917 - - - - - 55,917 

% of total trade 
receivables  

100.0 - - - - - 100.0 

Subsequent 
collections up to 
the LPD 
(RM’000) 

55,917 - - - - - 55,917 

Outstanding 
balance as at the 
LPD (RM’000) 

- - - - - - - 

% of total trade 
receivables net of 
subsequent 
collections 

- - - - - - - 

 
As at 31 December 2021, our total trade receivables amounted to approximately RM55.9 
million. 
 
As at the LPD, we have collected RM55.9 million or 100% of our total trade receivables which 
were outstanding as at 31 December 2021.  
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12.6.2 Trade payables turnover period 
 
A summary of our trade payables for the Financial Years Under Review and FPE 31 December 
2021 is set out below: 

 

 <---------------FYE 30 June-----------------> 
FPE 31 

December 
 2019 2020 2021 2021 
Average trade payables 
(RM‘000)(a)  

2,633 2,529 4,384 16,233 

Total purchase of materials 
(RM‘000) 

525,573 561,582 691,764 363,911 

Trade payables turnover period 
(days)(b) 

2 2  2 8 

 
Notes: 
 

(a) Computed based on the trade payables as at the beginning and end of the respective 
FY/FP. 

  
(b) Calculated based on average trade payables of the respective FY/FP over total 

purchases of materials of the respective FY/FP, and multiplied by 365/182 days.  
 
The normal trade terms extended by our suppliers to us range from cash term to 60 days of 
credit. Our trade payables turnover period stood at range of 2 days to 8 days for all the Financial 
Years Under Review and FPE 31 December 2021, which fell within the normal credit period 
granted by our suppliers. It is our practice to make prompt payments to our suppliers, in order 
to foster good business relationship with our suppliers to safeguard the continuity of supplies at 
competitive pricing. Our trade payables turnover period for the FYE 2019 to FYE 2021 remained 
consistent at 2 days, whereas our trade payables turnover period for the FPE 31 December 
2021 had increased to 8 days due to higher purchases of raw materials required for the 
wintering period and in anticipation of the increase of production capacity for Factory 3 for the 
first half of the year 2022 in order to ensure sufficient raw materials supply thus contributed to 
the higher trade payables balance as at 31 December 2021.  
 
The aging analysis of our trade payables as at 31 December 2021 is as follows: 
 

 

Within 
credit 

period 

<----------- Exceeding credit period -----------> 

Total  
1-30 

days 
31-60 
days 

61-90 
days 

91-120 
days 

>120 
days 

Total trade 
payables (RM’000) 

23,276 1,731 732 - - - 25,739 

% of total trade 
payables  

90.5 6.7 2.8 - - - 100.0 

Subsequent 
payments up to the 
LPD (RM’000) 

23,276 1,731 732 - - - 25,739 

Outstanding 
balance as at the 
LPD (RM’000) 

- - - - - - - 

% of total trade 
payables net of 
subsequent 
payments  

- - - - - - - 
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Our total trade payables stood at RM25.7 million as at 31 December 2021, of which RM2.5 
million or approximately 9.6% exceeded the normal credit period.  
 
As at the LPD, we have settled RM25.7 million or 100% of our total trade payables which were 
outstanding as at 31 December 2021. There is no legal action initiated by our suppliers to 
demand for payment as the LPD.  

 
12.6.3 Inventories turnover period 

 
A summary of our inventories for the Financial Years Under Review and FPE 31 December 
2021 is set out below: 
 

 <--------------- FYE 30 June--------------> 
FPE 31 

December 
 2019 2020 2021 2021 
Raw materials (RM’000)  31,266 45,485 77,497 109,877 
Store and supplies (RM’000)(a)  1,541 1,466 2,294 3,924 
Finished goods (RM’000) 1,719 12,827 26,366 16,526 
Inventories (RM’000) (b)  34,526 59,778 106,157 130,327 
Average inventories(c) 49,707 47,152 82,968 118,242 
COS (RM’000) 591,731 576,844 694,290 363,096 
Inventories turnover period 
(days)(d) 

31 30 44 59 

 
Notes: 
 
(a) Refer to inventories for packing materials, diesel and machinery spare parts. 

  

(b) Balances of inventories as at the end of the respective FY/FP. 

    
(c) Computed based on the inventories as at the beginning and end of the respective 

FY/FP. 
    
(d) Calculated based on average inventory of the respective FY/FP over total cost of sales 

of the respective FY/FP, and multiplied by 365/182 days.  
 
As at 31 December 2021, our inventories amounted to approximately RM130.3 million. 
 
From FYE 2019 to FYE 2020, our inventories turnover period decreased from 31 days to 30 
days mainly due to higher average inventory in FYE 2019 which attributable to higher inventory 
opening as at 1 July 2018 of RM64.9 million in comparison with the inventory balance as at 30 
June 2019 of RM34.5 million. The decrease in the inventories balance as at 30 June 2019 is 
mainly due to the decrease in volume of raw materials for the FYE 2019 in tandem with the 
sales orders anticipated for the FYE 2020. This resulted in the decrease of the inventory 
turnover period by 1 day as compared to FYE 2019. 
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From FYE 2020 to FYE 2021, our inventories turnover period increased from 30 days to 44 
days mainly due to: 
  
(i) increase in raw materials by RM32.0 million to store up of raw materials for the 

preparation of increase in production capacity for FYE 2022. Increase in raw materials 
is resulted from increase in volume of raw materials from 9,859 MTS in FYE 2020 to 
12,997 MTS in FYE 2021. Meanwhile the cost increased by 29.8% from RM4,560 per 
MTS in FYE 2020 to RM5,920 per MTS in FYE 2021; and 

 
(ii) increase in finished goods by RM13.5 million due to delay in delivery of goods in 4th 

quarter of FYE 2021 as a result of COVID-19 pandemic and Full Movement Control 
Order imposed by the Malaysian Government with the effect on 1 June 2021. The 
volume of finished goods increase from 2,560 MTS in FYE 2020 to 4,139 MTS in FYE 
2021. 

 
From FYE 2021 to FPE 31 December 2021, our inventories turnover period further increased 
to 59 days mainly due to the following:  
 
(i) increase in raw materials by RM32.4 million resulting from:  

 
▪ higher purchases of raw materials required for the wintering period and 

anticipation of the increase in the production capacity for Factory 3 for the first 
half of year 2022 in order to ensure sufficient raw materials supply; and  
 

▪ increase of the purchase costs of raw materials such as cup lump and semi-
processed rubber attributed by the higher rubber market prices based on the 
MRB Quote and SICOM Quote during FPE 31 December 2021. 

 
(ii) increase in store and supplies by RM1.6 million mainly resulting from the higher 

purchase of machinery spare parts for the anticipation of the increase in the production 
capacity for Factory 3 for the first half of year 2022 . 

 
We are of the opinion that there are no material slow-moving/obsolete inventories as at the LPD 
in view that: 
 
(i) our raw materials are primarily cup lump and semi-processed rubber, which can be 

store for long period without deterioration; and 
 

(ii) we have not experienced any significant impairment of inventories throughout the 
Financial Years Under Review and FPE 31 December 2021. 

 
12.6.4 Current ratio 

 
Our current ratio for the Financial Years Under Review and FPE 31 December 2021 is as 
follows: 
 

 <-----------Audited as at 30 June----------> 
Audited as at 
31 December 

 2019 2020 2021 2021 
 RM’000 RM’000 RM’000 RM’000 
Current assets 136,849 133,029 159,054 192,061 
Current liabilities 87,910  85,402 102,980 130,953 
Net current assets 48,939 47,627 56,074 61,108 
Current ratio (times)^ 1.6  1.6  1.5  1.5 
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Note: 
 
^ Calculated based on current assets over current liabilities exclude assets and liabilities 

of BMI classified as held for sale. 
 
From FYE 2019 to FYE 2020, our current ratio has retained at 1.6 times. This was mainly due 
to slight decrease in trade receivables, cash and bank balances and trade payables, which is 
in tandem with the decrease in our revenue in FYE 2020. 
 
From FYE 2020 to FYE 2021, our current ratio decreased slightly to 1.5 times as compared to 
1.6 times for FYE 2020. This was mainly due to:  
 
(i) increase of current assets by RM26.0 million or 19.6% attributable to the increase in 

inventories which is in tandem with the increase in our purchase of raw materials in 
FYE 2021; and 
  

(ii) increase of current liabilities by RM17.6 million or 20.6% attributable to the increase in 
trade and other payables as well as current tax liabilities. 

 
From FYE 2021 to FPE 31 December 2021, our current ratio remained consistent at 1.5 times. 
This was mainly due to increase in stock of raw materials and trade payables in FPE 31 
December 2021 which is due to the increase in purchase of raw materials attributed to the 
following reasons:  
 
(i) storing up of raw materials required for the wintering period and anticipation of the 

increase in the production capacity for Factory 3 for the first half of year 2022 in order 
to ensure sufficient raw materials supply; and 
 

(ii) increase in purchase costs of raw materials such as cup lump and semi-processed 
rubber attributed by the higher rubber market prices based on the MRB Quote and 
SICOM Quote during FPE 31 December 2021. 

 
12.6.5 Gearing ratio 

 
Our gearing ratio for the Financial Years Under Review and FPE 31 December 2021 is as 
follows: 
 

 <--------------As at 30 June-------------> 
Audited as at 
31 December 

 2019 2020 2021 2021 
 RM’000 RM’000 RM’000 RM’000 
Bank borrowings^     

- Trade bills 77,082 77,435 76,799 83,319 

- Term loan - - - 8,947 

Deposits, bank and cash 
balances 

(29,020) (23,549) (13,453) (1,541) 

Net debt 48,062 53,886 63,346 90,725 
Total equity 98,821 75,723 87,845 95,801 

Gearing ratio (times)* 0.8  1.0  0.9  1.0 

Net gearing ratio (times)# 0.5 0.7 0.7 0.9 
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Notes: 
 
^ Bank borrowings consist of both short-term and long-term borrowings such as trade 

bills and term loan. 
 
* Calculated based on total borrowings over total equity. 
 
#          Calculated based on total borrowings less deposit, bank and cash balances over total 

equity. 
 
Our gearing ratio increased by 0.2 times or 25.0% from 0.8 times in FYE 2019 to 1.0 times in 
FYE 2020 mainly due to the following:  
 
(i) increase in borrowings, mostly trade bills, which were used to finance our purchase of 

raw materials and working capital; and 
 

(ii) decrease in total equity due to dividend paid out to shareholders in FYE 2020. 
 
From FYE 2020 to FYE 2021, our gearing ratio decreased by 0.1 times or 10.0% from 1.0 times 
in FYE 2020 to 0.9 times in the FYE 2021 mainly due to increase in our retained earnings as 
well as the repayment of our trade bills. 
 
Our gearing ratio increased by 0.1 times or 11.1% from 0.9 times in FYE 2021 to 1.0 times in 
FPE 31 December 2021 mainly due to the increase in bank borrowings which mostly are from 
trade bills, which were used to finance our purchase of raw materials and working capital. 

 

12.7 OFF-BALANCE SHEET ARRANGEMENTS  
 

We did not have any off-balance sheet arrangements for the Financial Years Under Review 
and FPE 31 December 2021. 
 
 

12.8 IMPACT OF GOVERNMENT, ECONOMIC, FISCAL OR MONETARY POLICIES 
 
Risks relating to government, economic, fiscal or monetary policies or factors which may 
materially affect our operations are set out in Section 9 of this Prospectus. 
 
 

12.9 IMPACT OF INFLATION 
 
Our financial performance during the Financial Years Under Review and FPE 31 December 
2021 was not significantly affected by the impact of inflation. However, there is no assurance 
that our business will not be adversely affected by the impact of inflation in the future. 
 
 

12.10 IMPACT OF FOREIGN EXCHANGE RATE AND INTERST RATES 
 

12.10.1 Impact of foreign exchange rates 
 

Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument 
will fluctuate because of changes in foreign exchange rates. We are exposed to foreign 
currency risk on sales, purchases and trade bills that are denominated in USD other than our 
functional currency. Please refer to Section 12.3.2 (ii) of this Prospectus for the details of our 
sales and purchase denominated in USD and RM. 
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Where possible, our Group will naturally hedge our foreign currency risk by selling and 
purchasing in the same currency. Otherwise, our Group enters into forward foreign exchange 
contracts to limit our exposure on foreign currency receivables and payables and on cash flows 
generated from anticipated transactions denominated in foreign currencies. Our Group’s policy 
on the extent of a foreign currency transaction/ balance to be hedged is dependent on the 
duration to the settlement date in terms of transaction exposure is hedged only if it is expected 
to be cost effective.  
 
The following table demonstrates the sensitivity analysis of our net profit to a reasonably 
possible change in the foreign currency within our Group, with all other variables held constant: 
 

Effects on PAT  FYE 2019 FYE 2020 FYE 2021 

FPE 31 
December 

2021 
USD/RM RM’000 RM’000 RM’000 RM’000 
- Strengthened by 5% (2,551) (3,617)  (3,247) (488) 
- Weakened by 5% 2,551 3,617 3,247 488 

 
12.10.2 Impact of interest rates 

 
Our interest rate risk arises primarily from trade bills that expose us to fixed rate which is pegged 
to the base financing rate as stipulated by our financial institution that may change from time to 
time. The interest rate of trade bills will be fixed upfront until the settlement of trade bill (i.e. 3 
months for settlement). As at the LPD, the outstanding amount of our fixed rate borrowings 
stood at approximately RM143.1 million, comprising trade bills financing only which is 94.6% 
over our Group’s borrowings. 
 
As such, any change in the interest rate of our floating rate term loan will raise the cost of our 
borrowings and our finance costs, which in turn may have an adverse effect on our financial 
performance. 
 
Our Group’s financial result for the Financial Years Under Review and FPE 31 December 2021 
were not materially affected by fluctuations in interest rate. 
 
 

12.11 SIGNIFICANT CHANGES 
 
There are no significant changes that have occurred which may have a material effect on the 
financial position and results of our Group since 31 December 2021 and up to the LPD. 

 

12.12 TREND INFORMATION 
 
As at the LPD, our Board confirms that there are no: 
 
(i) known trends, demands, commitments, events or uncertainties that have had or that 

we reasonably expect to have, a material favourable or unfavourable impact on our 
financial performance, position and operations, other than those discussed in Section 
7, Section 8 and this Section 12 of this Prospectus; 
 

(ii) material commitment for capital expenditure, save as disclosed in Section 12.5.1 of this 
Prospectus; 
 

(iii) unusual, infrequent events or transactions or any significant economic changes that 
have materially affected the financial performance, position and operations of our 
Group, save as disclosed in Section 7, Section 8 and this Section 12 of this Prospectus; 
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(iv) known trends, demands, commitments, events or uncertainties that had resulted in a 

material impact on our revenue and/or profits save for those that have been disclosed 
in this Section 12, the business overview and industry overview as set out in Sections 
7 and 8 of this Prospectus, and the future plans and strategies as set out in Section 
7.17 of this Prospectus; 
 

(v) known trends, demands, commitments, events or uncertainties that are reasonably 
likely to make our historical financial statements not indicative of the future financial 
performance and position; and 
 

(vi) known trends, demands, commitments, events or uncertainties that have had or that 
we reasonably expect to have a material favourable or unfavourable impact on our 
liquidity and capital resources. 

 
 

12.13 ORDER BOOK 
 
Due to the nature of our business, we do not maintain an order book. However, we do have 
sales contracts, as described in Section 7.19 of this Prospectus. 
 
  

12.14 DIVIDEND POLICY 
 
Our ability to pay dividends is dependent upon various factors including but not limited to our 
financial performance, cash flow requirements and capital expenditure plans. Our Board 
intends to recommend and distribute dividend(s) of at least 50% of our annual audited 
consolidated PAT attributable to our shareholders.  
 
Investors should take note that this dividend policy merely describes our current intention and 
shall not constitute legally binding statements in respect of our future dividends that are subject 
to our Board’s discretion. 
 
When recommending the final dividends for approval by shareholders or when declaring any 
interim dividends, our Board will consider, among others: 
 
(i) our anticipated future operating conditions as well as future expansion, capital 

expenditure and investment plan; 
 

(ii) our operating cash flow requirements and financing commitments; 
 
(iii) our expected financial performance including return on equity and retained earnings; 
 
(iv) any restrictive covenants contained in our current and future financing arrangements;  
 
(v) the availability of adequate reserves and cash flows; and 
 
(vi) any material impact of tax laws and regulatory requirements. 
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For information purpose, the table below sets out the dividend pay-out ratio of our Group for 
the Financial Years Under Review and FPE 31 December 2021: 
 

 <----Audited FYE 30 June------> Audited 

 2019 2020 2021 

FPE 31 
December 

2021 
 RM’000 RM’000 RM’000 RM’000 
Dividend declared 17,000 22,860 27,000 10,000 

Dividend paid out(1)  5,000 29,360 22,500 10,000 

PAT 14,346 12,738 34,622 17,956 

Dividend pay-out ratio(2) 34.9% 230.5% 65.0% 55.7% 
 
Notes: 
 
(1) The source of payment for the dividends paid during the Financial Years Under Review 

and FPE 31 December 2021 were from the retained profits of our Group. 
 

(2) Computed based on dividend paid out divided by PAT during the FY/FP.  
 
Subsequent to 31 December 2021, our Company declared on 29 April 2022 an interim dividend 
of RM5.0 million for the financial year ending 30 June 2022 and intends to pay on 7 June 2022. 
The source of payment for the said dividend will be from the retained profits of our Group and 
is not expected to affect the execution and implementation of our future plans and strategies as 
set out in Section 7.17 of this Prospectus. 
 
Save as disclosed above, there is no other dividend paid or declared subsequent to 31 
December 2021 but prior to our Listing. 
  
Actual dividends proposed and declared may vary depending on our financial performance and 
cash flows, and may be waived if the payment of the dividends would adversely affect our cash 
flows and operations. Save for certain borrowing restrictive covenants which our Group is 
subject to, there are no dividend restriction being imposed on our Group as at the LPD.  
 
Dividend payments, capital gains and profits from dealing in our Shares will not be subject to 
Malaysian taxation (not applicable to entities including companies with trading of shares as their 
principal business activity). No withholding tax is imposed on the above transactions. Potential 
investors are advised to consult their professional tax advisers if they are in any doubt as to the 
taxation implication of subscribing, holding or disposing of and dealing in our Shares. 

 
 
 
 
 

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