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Registration No: 202201007128 (1452825-U)

12, ACCOUNTANTS’ REPORT (cont’d)

Folks DFK & Co no. AF 0502)

Chartered Accountants

Date: ( 8 SEP 2023

The Board of Directors

EPB GROUP BERHAD

PMT 1186, Jalan Perindustrian Bukit Minyak 18
Taman Perindustrian Bukit Minyak

Penang Science Park

14100 Simpang Ampat

Pulau Pinang

Dear Sirs,

REPORTING ACCOUNTANTS' OPINION ON THE COMBINED FINANCIAL STATEMENTS CONTAINED
IN THE ACCOUNTANTS' REPORT OF EPB GROUP BERHAD

Opinion

We have audited the accompanying combined financial statements of EPB GROUP BERHAD (the
"Company”) and its other combining entities as defined in Note 1 to the combined financial statements
(collectively referred to as the "Group™), which comprise the combined statements of financial position as at
31 December 2020, 31 December 2021 and 31 December 2022, and the combined statements of profit or
loss and other comprehensive income, combined statements of changes in equity and combined statements
of cash flows for each of the financial years ended 31 December 2020, 31 December 2021 and 31
December 2022, and the notes to the aforesaid combined financial statements, including a summary of
significant accounting policies as set out on pages 4 to 65.

The combined financial statements of the Group have been prepared for inclusion in the Prospectus of the
Company in connection with the initial public offering and the listing and quotation of the entire enlarged
issued shares of the Company on the ACE Market of Bursa Malaysia Securities Berhad. This report is given
for the purpose of complying with the Prospectus Guidelines issued by the Securities Commission Malaysia
and for no other purpcse. ' ) ’ '

In our opinion, the combined financial statements contained in the Accountants’ Report give a true and fair
view of the combined financial position of the Group as at 31 December 2020, 31 December 2021 and 31
December 2022 and of their combined financial performance and combined cash flows for each of the
financial years ended 31 December 2020, 31 December 2021 and 31 December 2022 in accordance with
Malaysian Financial Reporting Standards and International Financial Reporting Standards.

Basis for Opinion

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

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

Directors' Responsibilities for the Combined Financial Statements

The Directors of the Company (“Directors") are responsible for the preparation of the combined financial
statements of the Group contained in the Accountants' Report so as to give a true and fair view in
accordance with Malaysian Financial Reporting Standards and International Financial Reporting Standards.
The Directors are also responsible for such internal control as the Directors determine is necessary to
enable the preparation of the combined financial statements of the Group that are free from material
misstatement, whether due to fraud or error.

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

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

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

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

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

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

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

Page 2
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Reporting Accountants' Responsibilities for the Audit of the Combined Financial Statements
(Cont'd)

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

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

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

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

We communicate with the Directors regarding, among other matters, the planned scope and timing of the

audit and significant audit findings, including any significant deficiencies in internal control that we identify
during our audit.

Restriction on Distribution and Use

This report has been prepared for inclusion in the Prospectus of the Company in connection with the initial
public offering and the listing and quotation of the entire enlarged issued shares of the Company on the ACE
Market of Bursa Malaysia Securities Berhad, and should not be used or relied upon for any other purposes
without our prior written consent. Neither the firm nor any member or employee of the firm undertakes
responsibility arising in any way whatsoever to any party in respect of this report contrary to the aforesaid
purpose.

o

FOLKS DFK & CO. LEONG KOK TONG
No. : AF 0502 No. : 02973/11/2023 J
Chartered Accountants Chartered Accountant
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12, ACCOUNTANTS’ REPORT (cont’d)

EPB GROUP BERHAD

Registration No. : 202201007128 (1452825-1)

Incorporated in Malaysia

Accountants’ Report (Cont'd)

Combined Statements of Financial Position

Assets

Non-current Assets
Property, plant and equipment
Right-of-use assets

{ntangible assets

Current Assets

Inventories

Trade receivables

Other receivables, deposits and
prepayments

Tax recoverable

Fixed deposits with a licensed bank

Cash and bank balances

Total Assets

Equity and Liabilities

Equity Attributable to Owners of
the Company

Share capital

Invested equity

Foreign currency translation reserve

Retained profits

Total Equity

Non-current Liabilities
Deferred tax liabilities
Bank borrowings

Lease liabilities

Current Liabilities

Bank borrowings

Lease liabilities

Trade payables

Other payables, depaosits and accrued
liabilities

Amount owing to directors

Current tax liabilities

Dividend payable

Total Liabilities
Total Equity and Liabilities

Note

[3)]

10
11

121
12.2

13
14
15

14
15
16

17
18

247

2020

2021 2022
RM RM RM

10,828,567 11,648,585 11,469,045
6,735,108 5,183,780 5,684,677
6,802 32,718 25,122
17,670,478 16,865,083 17,178,844
9,829,069 13,426,089 13,969,439
11,876,796 11,720,168 9,121,128
3,974,089 6,817,087 11 1 46,558
203,620 85,349 380,141
- 5,013 455,561
14,202,883 20,133,572 31,544,065
40,086,457 52,187,278 66,616,892
57,656,935 69,052,361 83,795,736
- - 2
5,552,360 5,552,360 5,652,360
- (120,707) 51,059 427,371
18,107,562 24,397,514 36,479,294
23,539,215 30,000,933 42,459,027
766,611 885,299 2,457,494
3,065,409 2,054,798 3,209,285
709,872 305,448 808,751
4,541,892 3,255,545 6,475,530
1,065,072 2,107,487 1,421,266
845,708 325,224 488,977
3,661,667 4,119,212 3,521,391
16,934,333 22,699,266 29,081,274
3,258,711 3,206,115 6,083
900,137 968,079 342,188

2,810,200 2,370,500 -
29,575,828 35,795,883 34,861,179
34,117,720 39,051,428 41,336,709
57,656,935 69,052,361 83,795,736
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Registration No: 202201007128 (1452825-U)

12, ACCOUNTANTS’ REPORT (cont’d)

EPB GROUP BERHAD
Registration No. : 202201007128 (1452825-U)

Incorporated in Malaysia Accountants’ Report (Cont'd)

Combined Statements of Profit or Loss and Other Comprehensive Income

Note 2020 2021 2022
RM RM RM

Revenue 19 61,689,072 75,716,940 89,113,683
Cost of sales (41,134,896) (50,162,887) (58,654,721)
Gross profit 20,554,176 25,554,053 30,458,962
Other income _ 1,103,715 1,211,579 2,576,048
Selling and distribution costs : (4,807,734) (3,642,265) (7,651,128)
Administrative expenses {(7,908,873) {8,924,855) (9,422,491)
Other expenses (761,119) (8,407) (38,334)
Operating profit 8,180,165 14,190,105 156,823,057
Finance costs (438,379) (337,133) {343,796)
Profit before taxation 20 . 7,741,786 13,852,972 15,579,261
Taxation 22 {1,443,749) (1,926,520) (3,297,481)
Profit for the year 6,298,037 11,926,452 12,281,780
Other comprehensive (loss) / income
tem that will be reclassified subsequently to

profit or loss, net of tax effects :-
Exchange differences on transiation (82,820) 171,766 376,312
Total comprehensive income for the year 6,215,217 12,098,218 12,658,092
Profit for the year attributable to :-
Owners of the Company 6,298,037 11,926,452 12,281,780
Total comprehensive income for the year

attributable to :-
Owners of the Company 6,215,217 12,098,218 12,658,092
Earnings per share attributable to equity

holders of the Company
Basic and diluted 23 0.02 0.03 0.03
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Registration No: 202201007128 (1452825-U)

12, ACCOUNTANTS’ REPORT (cont’d)

EPB GROUP BERHAD
Registration No. : 202201007128 (1452825-U)

Incorporated in Malaysia Accountants' Report (Cont'd)

Combined Statements of Changes in Equity

Non-distributable

Distributable

Foreign
Currency
Share Invested Translation Retained
Capital equity reserve profits Total
RM RM RM RM RM

2020
Balance at 1 January 2020 - 5,552,360 (37,887) 14,830,185 20,344,658
Profit for the year - - - 6,298,037 6,298,037
Other comprehensive loss for the year - - (82,820) - (82,820)
Total comprehensive income for the

year - - (82,820) 6,298,037 6,215,217
Dividends (Note 24) - - - (3,020,660) (3,020,660)
Balance at 31 December 2020 - 5,552,360 (120,707) 18,107,562 23,538,215
2021
Balance at 1 January 2021 - 5,552,360 (120,707) 18,107,562 23,539,215
Profit for the year - - - 14,926,452 11,826,452
Other comprehensive income for the

year - - 171,766 - 171,766
Total comprehensive income for the

year - - 171,766 11,926,452 12,098,218
Dividends {Note 24) - - - (5,636,500) (5,636,500)
Balance at 31 December 2021 - 5,552,360 51,059 24,397,514 30,000,933
2022
Balance at 1 January 2022 - 5,552,360 51,088 24,397,514 30,000,933
Issued during the year 2 - - - 2
Profit for the year - - - 12,281,780 12,281,780
Other comprehensive income for the

year - - 376,312 - 376,312
Total comprehensive income for the

year - - 376,312 12,281,780 12,658,092
Dividends {Note 24) - - - {(200,000) (200,000)
Balance at 31 December 2022 2 5,552,360 427,371 36,479,294 42,459,027
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Registration No: 202201007128 (1452825-U)

12, ACCOUNTANTS’ REPORT (cont’d)

EPB GROUP BERHAD
Registration No. ; 202201007128 (1452825-U)
Incorporated in Malaysia

Accountants' Report {Cont'd)

Combined Statements of Cash Flows

Cash flows from operating activities

Profit before taxation

Adjustments for :-

Depreciation of property, plant and equipment
Depreciation of right-of-use assets

Amortisation of intangible assets

Deposits received forfeited

Gain on disposal of property, plant and equipment
Gain on derecognition of right-of-use assets
impairment loss on property, plant and equipment
Property, plant and equipment written off

Addition of allowance for impairment loss - net
Interest expenses

Interest income

Unrealised gain on foreign exchange

Write-off of inventories

Write-down in value of inventories - net

Operating profit before working capital changes

Increase in inventories

Decrease / (Increase) in trade and other receivables
Increase / (Decrease) in amount owing to directors
(Decrease) / Increase in trade and other payables

Cash generated from operations

Interest paid
Tax paid
Tax refunded

Net cash from operating activities

Cash flows from investing activities

Acquisition of property, plant and equipment

Addition of right-of-use assets

Acquisition of intangible assets

Proceeds received from disposal of property, plant and equipment
Interest received

Net cash used in investing activities

250

2020 2021 2022
RM RM RM
7,741,786 13,852,972 15,579,261
629,812 930,643 981,879
682,253 417,628 613,828
5,153 8,090 9,516
(5.,200) - {(879,627)
(54,733) (44,899) (47,182)
- (1,868) -
516,110 - -
- 164 22,511
92,207 838,456 79,936
438,379 337,133 343,796
(27,0186) (46,483) (8,736)
(65,577) (197,443) {54,950)
- - 108,384
170,653 41,147 172,061
10,123,827 16,135,440 16,920,677
(4,340,713) (3,585,952) (823,795)
5,764,051 (3,297,264) (1,788,225)
3,111,208 {52,596) (3,200,032)
(4,960,945) 5,804,917 6,585,793
9,697,429 15,094,545 17,694,418
(438,379) (337,133) (343,796)
(609,658) {1,654,676) (2,662,147)
- 14,400 -
8,649,392 13,117,136 14,688,475
(2,159,257) (454,101) (665,142)
- - (215,167)
(3,900) {34,006) (1,920)
66,899 65,249 53,000
27,016 46,483 8,736
{2,069,142) (376,375) (820,493)
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Registration No: 202201007128 (1452825-U)

12, ACCOUNTANTS’ REPORT (cont’d)

EPB GROUP BERHAD
Registration No. : 202201007128 (1452825-U)
Incorporated in Malaysia

Accountants' Report (Cont'd)

Combined Statements of Cash Flows (Cont'd)

Cash flows from financing activities

Net (repayment) / drawdown of bank borrowings (Note 25.1)
Repayment of lease liabilities (Note 25.1)

Proceeds from issuance of ordinary shares

Dividend paid

Net cash used in financing activities

Net increase in cash and cash equivalents

Effect of foreign exchange difference on cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year
Cash and cash equivalents comprised :-

Fixed deposits with a licensed bank
Cash and bank balances

251

2020 2021 2022
RM RM RM
(1,693,228) 31,804 468,266
(687,503) (1,106,313) (398,028)
- - 2
(4,020,660) (6,245,600)  (2,570,500)
(6,401,391)  (7,320,108)  (2,500,260)
178,859 5,420,652 11,367,722
(6,258) 515,050 493,319
14,030,282 14,202,883 20,138,585
14,202,883 20,138,585 31,899,626
- 5,013 455,561
14,202,883 20,133,572 31,544,065
14,202,883 20,138,585 31,999,626
Page 8



Registration No: 202201007128 (1452825-U)

12,

ACCOUNTANTS’ REPORT (cont’d)

EPB GROUP BERHAD
Registration No. : 202201007128 (1452825-U)
Incorporated in Malaysia Accountants’ Report {Cont'd)

Notes to the Combined Financial Statements

*

General Information

EPB Group Berhad (the "Company") was incorporated in Malaysia under the Companies Act 2016 on 28
February 2022 as a private limited liability company under the name of EPB Group Sdn. Bhd. and is
domiciled in Malaysia. On 10 March 2023, the Company was converted to a public limited liability
company.

The Company was incorporated for the purpose of undertaking, among others, a restructuring and
acquisition exercise that would result in the Company becoming the holding company of Easy Pack
Machinery Sdn. Bhd., Easy Pack Machinery (KL) Sdn. Bhd., Easy Pack Manufacturing (M) Sdn. Bhd,,
Bestworld Perkasa Ltd./Labuan and Bestworld Engineering Sdn. Bhd. together with its subsidiary, namely
Bestworld Perkasa Ltd./United Arab Emirates (collectively referred to as the "other combining entities™).
The acquisitions of other combining entities by the Company are pending in the latest financial year
required to be reported in this Accountants’ Report. Accordingly, the Company has prepared the
combined financial statements for the financial years ended 31 December 2020, 31 December 2021 and
31 December 2022. Note 2.1 explains further the basis of preparation of the combined financial
statements.

The registered office of the Company is located at 35, 1st Floor, Jalan Kelisa Emas 1, Taman Kelisa
Emas, 13700 Seberang Jaya, Pulau Pinang and its principal place of business is located at PMT 1186,
Jalan Perindustrian Bukit Minyak 18, Taman Perindustrian Bukit Minyak, Penang Science Park, 14100
Simpang Ampat, Pulau Pinang.

The Company is principally engaged in investment holding, whilst the principal activities of the other
combining entities are as follows :-

Country of
Name of combining entities incorporation Principal activities

Easy Pack Machinery Sdn. Bhd. Malaysia Provision of food processing and packaging
machinery solutions including industrial robots
and related accessories for its customers
primarily involved in the food industry and also
as laboratory equipment and its related
accessories for research purposes.”

Easy Pack Machinery (KL) Sdn. Bhd. Malaysia Dealing in all kinds of packaging machinery and
trading in absorbent agents and packing
materials.

EasyPack Manufacturing (M) Sdn. Bhd.  Malaysia Manufacturing and trading of packaging
materials.

Bestworld Engineering Sdn. Bhd. Malaysia Manufacturing, assembly and trading of
machinery and equipment.

Bestworld Perkasa Ltd. Labuan, Agency and management service for
Malaysia refrigeration, cold chain, food processing
equipment and ingredient.

Easy Pack Machinery Sdn. Bhd. had updated its principal activities from “assembly, trading and servicing
of packaging machines” to “provision of food processing and packaging machinery solutions including
industrial robots and related accessories for its customers primarily involved in the food industry and also
as laboratory equipment and its related accessories for research purposes” on 14 August 2023.
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252



Registration No: 202201007128 (1452825-U)

12. ACCOUNTANTS’ REPORT (cont’d)

EPB GROUP BERHAD

Registration No. : 202201007128 (1452825-U)

Incorporated in Malaysia Accountants’ Report (Cont'd)

1. General Information (Cont'd)
The Company is principally engaged in investment holding, whilst the principal activities of the other
combining entities are as follows :- (Cont'd)
Subsidiary company of Bestworld Engineering Sdn. Bhd.
Bestworld Perkasa Ltd. Ras Al Installation of industrial machinery and

Khaimah, equipment and wholesale trade.
United Arab
Emirates

The Accountants' Report comprises the combined financial statements of the Company and the other
combining entities (collectively referred to as the "EPB Group” or “Group") for the financial years ended 31
December 2020, 31 December 2021 and 31 December 2022. The combined financial statements of the
Group consist of the audited financial statements of the Company and the other combining entities and
are prepared solely for inclusion in the Prospectus of the Company in connection with the initial public
offering and the listing and quotation of its entire enlarged issued shares on the ACE Market of Bursa
Malaysia Securities Berhad.

2. Basis of Preparation and Summary of Significant Accounting Policies

21 Basis of Preparation

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

The combined financial statements of the Group have also been prepared in accordance with the
Guidance Note on 'Combined Financial Statements' issued by the Malaysian Institute of Accountants and
on the assumption that the Group has been operating as a single economic entity throughout the financial
years presented in these combined financial statements.

Throughout the financial years under review, the Company and the other combining entities are under the
common control of Yeoh Chee Min being the major shareholder and promoter of the Company.

Entities under common control are entities which are ultimately controlled by the same parties for a
reasonable period of time. Common control exists when the same parties have ultimate collective power
to govern the financial and operating policies of each of the combining entities so as to obtain benefits
from their activities, and that ultimate collective power is not transitory. The financial statements of
commonly contralled entities are included in the combined financial statements from the day that control
commences until the date that control ceases.

The financial information as presented in the combined financial statements may not correspond to the
consolidated financial statements of the Group had the relevant acquisitions to legally constitute the
Group been incorporated for the respective financial years. Such financial information in the combined
financial statements does not purport to predict the financial positions, results of operations and cash
flows of the Group for those financial years.

The combined financial statements are prepared under the historical cost convention unless otherwise
indicated in the summary of significant accounting policies below.

Page 10
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Registration No: 202201007128 (1452825-U)

12. ACCOUNTANTS’ REPORT (cont’d)

EPB GROUP BERHAD

Registration No. : 202201007128 (1452825-U)

incorporated in Malaysia Accountants’ Report (Cont'd)
2. Basis of Preparation and Summary of Significant Accounting Policies (Cont'd)

2.2 Adoption of MFRSs, Amendments to MFRSs and IC Interpretation

2.2.1 New MFRSs, amendments to MFRSs and IC Interpretation adopted during the financial years

The Group has consistently applied its accounting policies throughout the reporting periods presented
except for the changes in accounting policies on the application of the following new MFRSs issued by the
Malaysian Accounting Standards Board {"MASB") :-

Effective for annual periods beginning on or after 1 January 2020
Amendments to MFRS 3 — Definition of a Business
Amendments to MFRS 101, Presentation of Financial Statements and MFRS 108,
Accounting Policies, Changes in Accounting Estimates and Errors — Definition of Material
Amendments to MFRS 8 Financial Instruments, MFRS 139 Financial instruments :
Recognition and Measurement and MFRS 7 Financial Instruments : Disclosure
- Interest Rate Benchmark Reform

Effective for annual periods beginning on or after 1 June 2020
Amendments to MFRS 16 - Covid-19-Related Rent Concessions

Effective for annual periods beginning on or after 1 January 2021
Amendments to MFRS 9, MFRS 139, MFRS 7, MFRS 4 and MFRS 16
- Interest Rate Benchmark Reform - Phase 2

Effective for annual periods beginning on or after 1 April 2021
Amendments to MFRS 16 - Covid-19-Related Rent Concessions beyond 30 June 2021

Effective for annual periods beginning on or after 1 January 2022
Amendments to MFRS 3 - Reference to the Conceptual Framework
Amendments toa MFRS 16 - Covid-19 - Related Rent Concessions
Amendments to MFRS 116 - Property, Plant and Equipment - Proceeds before intended Use
Amendments to MFRS 137 - Onerous Contracts - Cost of Fulfilling a Contract
Amendments to MFRS classified as "Annual Improvements to MFRS Standards 2018 - 2020" cycle
- Amendments to MFRS 1 First-time Adoption of Malaysian Financial Reporting Standards
- Subsidiary as a First-time Adopter
- Amendments to MFRS 9 Financial Instruments - Fees in the 10 per cent' Test for Derecognition of
Financial Liabilities
- Amendments to lllustrative Exampies accompanying MFRS 16 Leases - Lease Incentives
- Amendments to MFRS 141 Agriculture - Taxation in Fair Value Measurements

The adoption of the amendments to MFRSs and [C Interpretation that are effective during the respective
financial years did not have any significant impact on the Group's financial statements.

Page 11
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Registration No: 202201007128 (1452825-U)

12,

ACCOUNTANTS’ REPORT (cont’d)

EPB GROUP BERHAD
Registration No. : 202201007128 (1452825-U)

Incorporated in Malaysia Accountants’ Report (Cont'd)
2. Basis of Preparation and Summary of Significant Accounting Policies (Cont'd)
23 New MFRS and Amendments to MFRSs That Are In Issue But Not Yet Effective
The Group has not early adopted the following new MFRS and amendments to MFRSs that have been
issued by the MASB but are not yet effective :-
Effective for annual periods beginning on or after 1 January 2023
MFRS 17, Insurance Contracts
Amendments to MFRS 17 - [nitial Application of MFRS 17 and MFRS 9 - Comparative Information
Amendments to MFRS 101 - Disclosure of Accounting Policies
Amendments to MFRS 108 - Definition of Accounting Estimates
Amendments to MFRS 112 - Deferred Tax related to Assets and Liabilities arising from a Single
Transaction
Effective for annual periods beginning on or after 1 January 2024
Amendment to MFRS 16 - Lease Liability in a Sale and Leaseback
Amendment to MFRS 101 - Non-current Liabilities with Covenants and Classification of Liabilities
as Current or Non-current
Effective date deferred to a date to be determined
Amendments to MFRS 10 and MFRS 128 - Sale or Contribution of Assets between an investor and its
Associates or Joint Ventures
The Group will apply the above new MFRS and amendments to MFRSs that are applicable once they
become effective. The adoption of these new MFRS and amendments to MFRSs are not expected to
have any significant financial impact on the Group's combined financial statements.
24 Basis of Combination

The combined financial statements of the Group comprise the financial statements of the Company and
the other combining entities. The financial statements used in the preparation of the combined financial
statements are prepared for the same reporting dates. When necessary, adjustments are made to the
financial statements of the Company and the other combining entities to ensure conformity with the
Group's accounting policies.

In preparing the combined financial statements, the assets and liabilities of the Company and the other
combining entities are recognised at the carrying amounts recognised in the respective combining entities'
financial statements. The components of retained profits and other equity of the combining entities are
added to the same components within the Group's equity. Intra-group balances and transactions and the
resulting unrealised profits are eliminated on combination. Unrealised losses are eliminated on
combination and the relevant assets are assessed for impairment. The combined financial statements
reflect external transactions and balances onily.

Page 12
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25 Property, Plant and Equipment

ltems of property, plant and equipment are stated at cost less accumulated depreciation and any
accumulated impairment losses. Cost includes expenditure that is directly attributable to the acquisition of
the asset.

The cost of replacing part of an item of property, plant and equipment is recognised in the carrying
amount of the item or recognised as a separate asset, as appropriate, only when it is probable that future
economic benefits associated with the item will flow to the Group and the cost of the item can be
measured reliably. The carrying amount of the replaced part is derecognised. All other repairs and
maintenance are recognised in profit or loss during the financial period in which they are incurred.

Property, plant and equipment are depreciated on the straight-line basis so as to write off the cost of the
assets to their residual values over their estimated usefu! lives. The annual depreciation rates are as

follows :-

Buildings 2%
Plant and machinery 10%
Office equipment 10% - 20%
Furniture and fittings 10% - 20%
Tools and equipment 20%
Motor vehicles 14% - 20%
Computer 20% - 25%
Renovation 10%

The residual values and useful lives of assets are reviewed at each financial year end and adjusted
prospectively, if appropriate, where expectations differ from previous estimates. Property, plant and
equipment are reviewed for impairment in accordance with the Group's accounting policy for impairment
of non-financial assets as disclosed in Note 2.10.2.

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

2.6 Intangible Assets

Computer software

The costs of computer software are carried at costs less accumulated amortisation and any accumulated
impairment losses. Costs include their purchase prices and any directly attributable costs of preparing the
assets for their intended use. These costs are amortised on the straight-line basis over the period the
assets are expected to generate economic benefits, at a rate of 25% per annum.

The estimated useful life and amortisation method are reviewed at the end of each reporting period with
the effect of any changes in estimates being accounted for on a prospective basis.
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2.7 Inventories
Inventories are valued at the lower of cost (determined on the first-in-first-out basis) and net realisable
value. Costs of raw materials and trading goods comprise purchase price and other costs directly
attributable to the purchase of inventories. For finished goods and work-in-progress, cost consists of
materials, direct labour and an appropriate proportion of production overheads. Net realisable value
represents the estimated selling price in the ordinary course of business less selling and distribution costs
and all other estimated costs to completion.

2.8 Financial Assets
The Group recognises all financial assets in its statement of financial position when, and only when, the
Group becomes a party to the contractual provisions of the instruments.
All regular way purchases or sales of financial assets are recognised and derecognised using trade date
accounting. A regular way purchase or sale is a purchase or sale of a financial asset that requires delivery
of asset within the time frame established generally by regulation or convention in the marketplace
concerned. Trade date accounting refers to :-
. the recognition of an asset to be received and the liability to pay for it on the trade date i.e. the date

the Group commits itself to purchase or sell an asset; and
. derecognition of an asset that is sold, the recognition of any gain or loss on disposal and the
recognition of a receivable from the buyer for payment in the trade date.

2.8.1 Classification
The Group classifies its financial assets into the following measurement categories depending on the
business models used for managing the financial assets and the contractual cash flow characteristics of
the financial assets :-
(a) at amortised cost;
(b) fair value through other comprehensive income; and
(c) fair value through profit or loss.
Financial assets are reclassified when and only when the Group changes its business model for
managing the financial assets and the reclassification of all affected financial assets is applied
prospectively from the reclassification date i.e. on the first day of the first reporting period following the
change in business model.

2.8.2 Measurement

At initial recognition, trade receivables without a significant financing component are measured at their
transaction price when they are originated.
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2.8 Financial Assets {Cont'd)

2.8.2 Measurement (Cont'd)

Other financial assets are Iinitially measured at fair value plus, in the case of financial assets not at fair
value through profit or loss, directly attributable transaction costs. Transaction costs of financial assets at
fair value through profit or loss are expensed to profit or loss when incurred.

(a) Debt instruments

Subsequent measurement of debt instruments depends on the Group's business models for
managing the financial assets and the contractual cash flow characteristics of the financial assets.
The Group's debt instruments are categorised into the following measurement categories :-

0]

(i)

Amortised cost

A financial asset is measured at amortised cost if both of the following conditions are met and it
is not designated as at fair value through profit or loss at initial recognition :-

» the financial asset is held within a business model whose objective is to hold financial
assets in order to collect contractual cash flows; and

» the contractual terms of the financial asset give rise on specified dates to cash flows that
are solely payments of principal and interest on the principal amount outstanding.

These financial assets are measured at amortised cost using the effective interest method less
any impairment losses. Interest income, gains or losses on derecognition, foreign exchange
gains or losses and impairment are recognised in profit or loss. Impairment losses are
presented as a separate line item in the statement of profit or foss and other comprehensive
income.

Fair value through other comprehensive income {"FVOCI")

A financial asset is measured at FVOCI if both of the following conditions are met and it is not
designated as FVTPL at initial recognition :-

+ the financial asset is held within a business model whose objective is achieved by both
collecting contractual cash flows and selling financial assets; and

+  the contractual terms of the financial asset give rise on specified dates to cash flows that
are solely payments of principal and interest on the principal amount outstanding.

Changes in fair value of these financial assets are recognised in other comprehensive income.
When the financial asset is derecognised, the cumulative gains or losses previously
recognised in other comprehensive income is reclassified from equity to profit or loss. Interest
income calculated using the effective interest method, foreign exchange gains or losses and
impairment are recognised in profit or loss. Impairment losses are presented as a separate line
item in the statement of profit or loss and other comprehensive income.
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2.8 Financial Assets (Cont'd)
2.8.2 Measurement (Cont'd)
{a) Debt instruments (Cont'd)
(iif) Fair value through profit or loss ("FVTPL")

A financial asset is measured at FVTPL if it does not meet the criteria for amortised cost or
FVQOCI. This includes all derivative financial assets.

The Group may, at initial recognition, irrevocably designate a financial asset as measured at
FVTPL that otherwise meets the criteria for amortised cost or FVOCI if doing so eliminates or
significantly reduces an accounting mismatch that would otherwise arise.

Changes in fair value of financial assets at FVTPL and interest or dividend income are
recognised in profit or loss.

{b) Equity instruments
The Group subsequently measures all equity investments at fair value.

For equity investments at FVTPL, changes in fair value are recognised in profit or loss. Where the
Group has elected to present the changes in fair value in other comprehensive income, the amounts
presented are not subsequently transferred tc profit or loss when the equity investments are
derecognised. The cumulative gains or losses is transferred to retained profits instead. The election
is made on an instrument-by-instrument basis and it is irrevocable. The amount presented in other
comprehensive income includes the related foreign exchange gains or losses.

Dividend income from equity investments at FVTPL and FVOCI is recognised in profit or loss as
other income when the Group's right to receive payment has been established.

Changes in the fair value of equity investments at FVTPL are recognised in other income or
expenses, as applicable, in the profit or loss. Impairment losses or reversal of impairment losses on
equity instruments measured at FVOCI| are recognised in other comprehensive income and are not
reported separately from other changes in fair value.

2.8.3 Derecognition of financial assets

The Group derecognises a financial asset when, and only when, the contractual rights to the cash flows
from the financial asset expires or it transfers the financial asset without retaining control or transfers
substantially all the risks and rewards of ownership of the financial asset to another party.

On derecognition of a financial asset in its entirety, the difference between the carrying amount measured
at the date of derecognition and the sum of the consideration received (including any new asset obtained
less any new liability assumed) 