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Tan Sri Datuk Seri Panglima Sulong Bin Matjeraie, Malaysian,
male, age 73, was appointed as an Independent Non-Executive
Director of W T K Holdings Berhad (“WTK” or “Company”) on 1
March 2019. He is the Chairman of the Board of Directors of the
Company. He is also the Chairman of the Nomination Committee
and a member of the Audit Committee, Remuneration Committee
and Board Risk Management Committee of the Company.

Tan Sri Datuk Seri Panglima Sulong is a Bencher of the prestigious
Honourable Society of Inner Temple, London and his education
background is as follows:

e 1970 - obtained his Bachelor of Arts (Hons) Degree from the
University of Malaya;

e 1971 - read Law at the Inns of Court School of Law, London;

e 1974 - called to the Bar of England and Wales in the Trinity
Term by the Honourable Society of Inner Temple,
London as well as admitted and enrolled as an
Advocate to the High Court of Borneo in Kuching,
Sarawak and in the Supreme Court of Brunei
Darussalam;

e 1975 - further studied at the University of Southampton,
England;

e 1977 - conferred with a Master of Laws (LLM) Degree from
the University of Southampton, England; and

e 1978 - awarded a Certificate in Advanced Management
Programme from the Banff School of Advanced
Management, Alberta, Canada.

Tan Sri Datuk Seri Panglima Sulong, who has more than thirty (30)
years of legal and judicial experience, was a Federal Court Judge
before his retirement in 2013.

He was one (1) of the four (4) eminent persons appointed by the
Prime Minister of Malaysia to serve in the Judicial Appointments
Commission for a period of two (2) years from 10 February 2013 to
9 February 2015 and has been extended for a maximum period of
another two (2) years till 9 February 2017.

Tan Sri Datuk Seri Panglima Sulong is also an Independent Non-
Executive Chairman of Southern Acids (M) Berhad, Petra Energy
Berhad and Ho Hup Construction Company Berhad.

Tan Sri Datuk Seri Panglima Sulong does not have any interest in
the securities of WTK and its subsidiaries. He does not have any
family relationship with any Director and/or substantial shareholder
of the Company and there is no business arrangement with the
Company in which he has a personal interest.

He has no conviction for any offences within the past five (5) years.
There were no public sanctions or penalties imposed on him by
any relevant regulatory bodies during the financial year.

Tan Sri Datuk Seri Panglima Sulong has attended all the four (4)
Board of Directors meetings held during the financial year since his
appointment to the Board on 1 March 2019. He has also attended
all the two (2) Audit Committee meetings held during the financial
year since his appointment as a member of the Audit Committee
on 27 August 2019.
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Y.A.M. TENGKU
SULAIMAN
SHAH

AL-HAJ IBNI
ALMARHUM
SULTAN
SALAHUDDIN
ABDUL AZIZ
SHAH AL-HAJ

Y.A.M. Tengku Sulaiman Shah Al-Haj Ibni Almarhum Sultan
Salahuddin Abdul Aziz Shah Al-Haj, Malaysian, male, age 70,
was appointed as a Non-Independent Non-Executive Director of
the Company on 1 March 2018. He is the Deputy Chairman of the
Board of Directors of the Company. He is also the Chairman of
the Remuneration Committee and a member of the Nomination
Committee of the Company.

After completing Wellingborough Primary & Secondary School at
Northamptonshire, UK and at Greylands College Bembridge, Isle
of Wright, Y.A.M. Tengku Sulaiman Shah started his career with
an advertising company called Ogilvy & Mather. Subsequently, he
formed Syarikat Pembinaan Setia Sdn. Bhd. which is now known
as SP Setia Berhad, a public company listed in the Main Board
of Bursa Malaysia Securities Berhad. In 1997, he relinquished his
position in SP Setia Berhad.

Y.A.M. Tengku Sulaiman Shah was also appointed as the Chief of
Ceremony for the State of Selangor by his late father H.R.H., The
Sultan of Selangor in 1978 which carries the title “Y.A.M. Tengku
Panglima DiRaja Selangor”. He is also a member of The Council
of the Royal Court of Selangor (Dewan DiRaja). In 2016, Y.A.M.
Tengku Sulaiman Shah was appointed as the Tengku Laksamana
of Selangor by his brother H.R.H., The Sultan of Selangor.

Y.A.M. Tengku Sulaiman Shah is currently an Independent
Non-Executive Director of Hock Heng Stone Industries Bhd.. He is
also a Director of LLC Berhad.

He was formerly a director of Malaysian Resources Corporation
Berhad, MCB Holdings Berhad, SIME UEP Properties Berhad,
Bina Goodyear Berhad, Baneng Holdings Berhad, KFC Holdings
(Malaysia) Berhad and QSR Brands Bhd..

Y.A.M. Tengku Sulaiman Shah does not have any interest in the
securities of WTK and its subsidiaries. He does not have any family
relationship with any Director and/or substantial shareholder of the
Company and there is no business arrangement with the Company
in which he has a personal interest.

He has no conviction for any offences throughout his life including
within the past five (5) years. There were no public sanctions or
penalties imposed on him by any relevant regulatory bodies during
the financial year.

Y.A.M. Tengku Sulaiman Shah has attended four (4) out of five
(5) Board of Directors meetings held during the financial year. He
extended his apology for the meeting of which he did not attend.
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Dato’ Sri Patrick Wong Haw Yeong, Malaysian, male, age 50,
was appointed as a Non-Executive Director of the Company on
10 January 2005. On 1 March 2013, he was appointed as the
Managing Director of the Company.

Dato’ Sri Patrick Wong Haw Yeong, a Bachelor of Business
Administration from the United Kingdom. Upon graduation in 1993,
Dato’ Sri Patrick Wong Haw Yeong joined WTK family-owned
group of companies in Sarawak and has been involved in the
timber sector, namely the marketing of logs and plywood. Prior to
his appointment as Managing Director, he oversees and is fully in-
charge of the marketing of plywood sector of WTK Group.

His shareholdings in the shares of WTK as at 29 May 2020 are as
follows:

Direct % Indirect %
W T K Holdings Berhad 3,455,000 0.73 Nil Nil

Dato’ Sri Patrick Wong Haw Yeong is the son of Pemanca Datuk
Sir Wong Kie Yik, a substantial shareholder of the Company. He
is also the nephew of late Datuk Wong Kie Nai and Mr Wong Kie
Chie, the substantial shareholders of the Company.

He does not have any conflict of interest with WTK save and
except for the transaction(s) disclosed in Note 35 to the financial
statements.

He has no conviction for any offences within the past five (5) years.
There were no public sanctions or penalties imposed on him by
any relevant regulatory bodies during the financial year.

Dato’ Sri Patrick Wong Haw Yeong has attended all the five (5)
Board of Directors meetings held during the financial year.
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DIRECTORS’ PROFILE

cont’d

LIM HONG HIN

Mr. Lim Hong Hin, Malaysian, male, age 65, was appointed as an
Executive Director of the Company on 2 January 2020.

He graduated from Leicester Polytechnic, England with a Bachelor
of Science Degree in Mathematics and its Application.

Mr. Lim Hong Hin has more than thirty six (36) years of experience
in timber, plantation and banking industries. He has previously
held various positions including as a Chief Operating Officer and
Senior Business Coordinating Manager in public listed companies
with interest in timber and plantation, and prior to that, he had held
senior position with Standard Chartered Bank Malaysia Berhad in
corporate banking division in Sarawak and Sabah.

His shareholdings in the shares of WTK as at 29 May 2020 are as
follows:

Direct % Indirect %
W T K Holdings Berhad 70,000 0.01 Nil Nil

Mr. Lim Hong Hin does not have any interest in the securities of
the subsidiaries of WTK. He does not have any family relationship
with any Director and/or substantial shareholder of the Company
and there is no business arrangement with the Company in which
he has a personal interest.

He has no conviction for any offences within the past five (5) years.
There were no public sanctions or penalties imposed on him by
any relevant regulatory bodies during the financial year.
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Ms. Tham Sau Kien, Malaysian, female, age 59, was appointed
as a Non-Executive Director of the Company on 28 February
2001. On 15 April 2008, she was redesignated as an Independent
Non-Executive Director of the Company. She is the Chairman
of the Audit Committee and a member of the Remuneration
Committee, Nomination Committee and Board Risk Management
Committee of the Company. She is also the Senior Independent
Director to whom concerns may be conveyed.

Ms. Tham Sau Kien holds a Bachelor of Science (Hons)
Degree in Management and Political Science from Universiti
Sains Malaysia and an MBA from Indiana University, USA.
Ms. Tham is presently a Director of Comet Alliance Sdn.
Bhd., a corporate advisory firm; and Investment Partner of
Crescent Equity Management Sdn. Bhd., a boutique private
equity fund management company, where she is the principal
in-charge of managing the operational and financial affairs
of both companies. Ms. Tham also serves as Director and
Chairperson of Select TV Sdn. Bhd., a leading provider of
on-demand TV services to the hospitality sector in Southeast
Asia, the Middle-East and North America. Prior to her present
appointments, she last held the position of Principal in a global
private equity fund management company where she gained
many years of experience in mergers and acquisitions, corporate
restructurings and initial public offerings of investee companies.

Ms. Tham Sau Kien does not have any interest in the securities
of WTK and its subsidiaries. She does not have any family
relationship with any Director and/or substantial shareholder of the
Company and there is no business arrangement with the Company
in which she has a personal interest.

She has no conviction for any offences within the past five (5)
years. There were no public sanctions or penalties imposed on her
by any relevant regulatory bodies during the financial year.

Ms. Tham Sau Kien has attended all the five (5) Board of Directors
meetings and all the five (5) Audit Committee meetings held during
the financial year.
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ALFIAN BIN
MOHAMED
BASIR

Mr. Alfian Bin Mohamed Basir, Malaysian, male, age 46, was
appointed as a Non-Independent Non-Executive Director of
the Company on 27 February 2015. He is the Chairman of the
Board Risk Management Committee and a member of the Audit
Committee of the Company.

He is a Chartered Accountant and a Member of Malaysian Institute
of Accountants. He graduated from the University of Malaya with a
Bachelor of Accounting (Hons) Degree.

Mr. Alfian Bin Mohamed Basir began his career in 1998 at Ernst
& Young, Kuala Lumpur, a global accounting firm. Specialising in
the financial institutions sector, he gained a wealth of experience
managing financial audits and special due diligence assignments
at various local financial institutions, as well as at overseas
financial institutions. He left Ernst & Young in 2001 to pursue his
interest in the field of Information and Communication Technology
(“ICT”). He focused on providing ICT consultancy services, as well
being involved in the telecommunications industry. He has also
ventured into the Oil and Gas industry from 2010, particularly in
the offshore support services segment.

He is also the Non-Executive Chairman and an Independent
Non-Executive Director of Willowglen MSC Berhad. He is also an
Independent Non-Executive Director of EUPE Corporation Berhad.

His shareholdings in the shares of WTK as at 29 May 2020 are as
follows:

Direct % Indirect %
W T K Holdings Berhad 827,313 0.17 Nil Nil

Mr. Alfian Bin Mohamed Basir does not have any interest in the
securities of the subsidiaries of WTK. He does not have any family
relationship with any Director and/or substantial shareholder of the
Company and there is no business arrangement with the Company
in which he has a personal interest.

He has no conviction for any offences within the past five (5) years.
There were no public sanctions or penalties imposed on him by
any relevant regulatory bodies during the financial year.

Mr. Alfian Bin Mohamed Basir has attended all the five (5) Board of
Directors meetings and all the five (5) Audit Committee meetings
held during the financial year.
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LAl SOON ONG

Chief Financial Officer

Mr. Lai Soon Ong, Malaysian, male, age 39, was appointed as Chief Financial Officer of the Company on 15
July 2019.

He holds a Master of Business Administration from University of Strathclyde and Bachelor of Arts (Hons) in
Accounting and Finance from University of East London. He is a Fellow member of Association of Chartered
Certified Accountants (ACCA), a Chartered Accountant of Malaysian Institute of Accountants (MIA) and a
member of the Chartered Institute of Management Accountants (CIMA).

Mr. Lai Soon Ong has more than 15 years of working experience in auditing, finance, accounting, corporate
affairs and human resources. Prior to joining WTK, he had held several senior positions including as Chief
Financial Officer, Group Financial Controller and Finance Manager in a few companies including public
companies listed on Bursa Malaysia.

Mr. Lai Soon Ong does not have any interest in the securities of WTK and its subsidiaries. He does not have
any family relationship with any Director and/or substantial shareholder of the Company and there is no
business arrangement with the Company in which he has a personal interest.

He has no conviction for any offences within the past five (5) years. There were no public sanctions or
penalties imposed on him by any relevant regulatory bodies during the financial year.

LING KWONG HUNG

Head of Resources Planning & Operations

Mr. Ling Kwong Hung, Malaysian, male, age 63, started his career at WTK Group in 1984. He has been
leading the Forestry Section of WTK Group and now holding the position as Head of Resources Planning &
Operations.

He holds a Bachelor Degree (Hons) of Science in Forestry, Post Graduate Diploma in Applied Science —
Sustainable Tropical Forest Management (Distinction) and Master of Science with a major in Natural
Resources Management. Mr. Ling Kwong Hung is a member of Institute of Foresters, Malaysia (MIFM),
Chartered Management Institute, United Kingdom (MCMI), Malaysian Institute of Management (MMIM) and
Commonwealth Forestry Association (MCFA) respectively. He is also an Environmental Consultant Member
(Individual) registered with Natural Resources & Environment Board (NREB), Sarawak, Malaysia.

He has extensive working experience in forest planning, surveying, management and timber operations.
Meanwhile, as a pioneer in helicopter logging, he has led WTK Group in the successful implementation of
this low impact aerial logging system in Sarawak way back 1993. He has also published several articles on
helicopter logging.

Mr. Ling Kwong Hung does not have any interest in the securities of WTK and its subsidiaries. He does not
have any family relationship with any Director and/or substantial shareholder of the Company and there is no
business arrangement with the Company in which he has a personal interest.

He has no conviction for any offences within the past five (5) years. There were no public sanctions or
penalties imposed on him by any relevant regulatory bodies during the financial year.
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PROFILE OF KEY SENIOR MANAGEMENT

cont’d

CHOO BOON HOCK

Senior General Manager

Mr. Choo Boon Hock, Malaysian, male, age 51, started his career with Loytape Industries Sdn. Bhd.
(“Loytape”) in 1996 as a Chemist and was subsequently promoted to General Manager in 2005. He was
subsequently been promoted to Senior General Manager in 2019 and assumed additional roles in oversee
the operation of Central Mercantile Corporation (S) Ltd. in Singapore.

He holds a Bachelor of Applied Science Degree (Hons) from Universiti Sains Malaysia. His invaluable
experience and vast knowledge of management, local and export marketing, operations management as
well as the business network established in Malaysia and overseas over the years has helped Loytape in
achieving its mission and growth to be a leading adhesive tapes manufacturer in this region.

Mr. Choo Boon Hock does not have any interest in the securities of WTK and its subsidiaries. He does not
have any family relationship with any Director and/or substantial shareholder of the Company and there is
no business arrangement with the Company in which he has a personal interest.

He has no conviction for any offences within the past five (5) years. There were no public sanctions or
penalties imposed on him by any relevant regulatory bodies during the financial year.
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TIMBER DIVISION

Cairnfield Sdn. Bhd.

First Count Sdn. Bhd.

Immense Fleet Sdn. Bhd.

Kuching Plywood Berhad

Limpah Mewah Sdn. Bhd.

Linshanhao Plywood (Sarawak) Sdn. Bhd.
Ninjas Development Sdn. Bhd.

Piramid Intan Sdn. Bhd.

e Interglobal Empire Sdn. Bhd.

Sanitama Sendirian Berhad

Song Logging Company Sendirian Berhad
Sut Sawmill (3064) Sdn. Bhd.

WTK Heli-Logging Sdn. Bhd.

RS

TAPES DIVISION

e Central Mercantile Corporation (S) Ltd.
e | oytape Industries Sdn. Bhd.
e Loytape Marketing Sdn. Bhd.

Note:
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PLANTATION DIVISION

Biofresh Produce Sdn. Bhd.
e Biofresh Produce Plantations Sdn. Bhd.
¢ Biogrow City Sdn. Bhd.
® Biogrow City Plantations Sdn. Bhd.
e Borneo Agro-Industries Sdn. Bhd.
Immense Fleet Sdn. Bhd.
Towering Yield Sdn. Bhd.
e Positive Deal Sdn. Bhd.

= |

INVESTMENT HOLDING &
OTHERS DIVISION

e Central Mercantile Corporation (M) Sdn. Bhd.
e Dusun Nyiur Sdn. Bhd.

e Samanda Equities Sdn. Bhd.

e WTK Corporate Management Sdn. Bhd.

This Group Structure is a simplified version setting out active operating subsidiaries, excluding companies which are dormant, ceased
operations or in liquidation. Please refer to Pages 117 to 120 of this Annual Report for the Group's complete list of subsidiaries.
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FINANCIAL HIGHLIGHTS

Revenue Profit/(Loss) Before Tax
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2015 2016 2017 2018 2019 2015 2016 2017 2018 2019
2015 2016 2017 2018 2019
Financial RM’000 RM’000 RM’000 RM’000 RM’000
Revenue 683,413 643,307 792,279 816,187 589,744
Profit/(Loss) before interest and tax 83,851 45,187 24,234 8,769 (83,095)
Finance costs 10,970 10,351 11,452 10,527 10,206
Profit/(Loss) after tax 58,550 (1,562) (195,527) 78,514 (114,219)
Total equity attributable to owners of
the Company 1,378,422 1,231,830 1,028,431 1,104,515 985,615
Total assets 1,872,628 1,680,263 1,542,485 1,477,079 1,347,079
Loans and Borrowings 310,682 269,575 261,783 238,009 236,862
Key Financial Ratios
Net gearing (%) 3 2 4 N/A N/A
Earnings per share (sen) 12.47 n.m. n.m. 17.00 n.m.
Net assets per share (sen)* 2.89 2.58 2.15 2.31 2.06
Net dividend per share (sen) 1.83 2.49 2.00 1.00 1.50

N/A - not applicable as the Group was in a net cash position
n.m. - not meaningful
- represents total equity attributable to owners of the Company
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BUSINESS AND OPERATION REVIEW

W T K Holdings Berhad Group (“the Group”) is a diversified group with three main business pillars, namely
timber, plantation and tapes sectors.

Timber Division

The timber division consists of upstream timber harvesting operations and downstream timber processing
operations which is primarily plywood manufacturing. All these operations are located in Sarawak, Malaysia.
The Group’s timber concessions are located mainly along Balleh River, a tributary of the Rejang River in the
central region of Sarawak. Meanwhile, the Group’s plywood mills are producing various types of plywood such as
general plywood, concrete panel & structural plywood and floor-base plywood.
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MANAGEMENT DISCUSSION AND ANALYSIS

cont’d

A)

BUSINESS AND OPERATION REVIEW (CONT’D)

Timber Division (cont’d)

Log Sale Volume Plywood Sales Volume
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Export mDomestic

India remained the dominant market for the Group’s logs export, accounting for 100% of total volume of log
exported in 2019. Meanwhile, Japan remained the dominant market for the Group’s plywood products,
accounted for 83% of our export sales of plywood and the remaining 16% were exported to Taiwan.

Production Volume
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Overall, the production and sales of log and plywood in year 2019 were lower as compared with year 2018.
The trade tension between USA and China and Brexit concerns has resulted in moderation of global economic
growth and leading to the drop in demand for both log and plywood. In response to soft market demand, the
Group has scaled down the timber harvesting and plywood manufacturing activities during the year.

Besides the factor of weak market demand, the reduction of log production during the year was also contributed
by temporarily suspension of harvesting activity during the Quarter 2 of 2019 (“2Q2019”) as a result of log pond
congestion. The transportation of log by river to downstream was affected by prolonged dry weather in Sarawak
in 2Q2019 and the harvested log was stockpiled at the log pond.
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MANAGEMENT DISCUSSION AND ANALYSIS

cont’d

BUSINESS AND OPERATION REVIEW (CONT’D)
Timber Division (cont’d)

The Group is committed to sustainable forest management and is pursuing the Forest Management Certification
(“FMC”) under the Malaysian Timber Certification Scheme (“MTCS”) for its identified timber concessions
and the FMC is progressing within the stipulated time frame. Additionally, all the Group’s plywood mills have
obtained their respective Sarawak Timber Legality Verification System (“STLVS”) certification, ahead of the target
date of 2020 set by the Sarawak State Government where only verifiable source of legal timbers are used for
manufacturing of plywood.

Plantation Division

The plantation division consists of upstream oil palm plantation activities and downstream palm oil mill
operations. All the Group’s oil palm estates and mill have successfully obtained the Malaysian Sustainable Palm
Oil (“MSPQ”) certification.

The Group’s five oil palm plantations with a combined mature palm hectarage of 8,799 hectare (“Ha”) as at 31
December 2019 (2018: 8,600 Ha) are in Sarawak. The decrease in Fresh Fruit Bunches (“FFB”) production output
was contributed by prolonged dry weather during the year and also lower application of fertiliser to manage
costs during the depressed Crude Palm Oil (“CPQ”) price environment from 2018 to mid-2019.

FFB Production Volume CPO and PK Production Volume
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The Group’s palm oil mill is located at Limbang Division and has a processing capacity of 30 MT of FFB per hour.
At present, the palm oil mill obtains approximately 20% of its FFB requirements from its own estate while 80%
comes from third-party estates. The utilisation rate of the palm oil mill has decreased to 66% (2018: 67%) due
to the decreased in FFB production from our own estate and third-party estates. The oil extraction rate (“OER”)
and kernel extraction rate (“KER”) of the Group’s palm oil mill were higher as compared with the national average
rate. During the year, the palm oil mill recorded an OER of 22.5% (2018: 22.1%) and KER of 5.0% (2018: 5.1%)
for CPO and Palm Kernel (“PK”) respectively.

Tapes Division (Manufacturing and Trading)

This division manufactures and trades various adhesive and masking tapes and is the sole manufacturer
of cellulose tape in Malaysia. This division serves a wide market base including homes, offices and industrial
users and the export sector constitutes 75% of its overall sales in the current year. The division’s major export
destinations are Australia, China, India, Hong Kong, Thailand and Indonesia.

The Group has been resilient in the face of industry challenges. This is largely due to its efforts on continual
product innovation and differentiation to stay ahead of its competition. The Group’s research and development
team working in tandem with its sales and marketing team to continuously review its product mix and deliver
quality and competitively priced products to its customers.
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MANAGEMENT DISCUSSION AND ANALYSIS

cont’d

B)

FINANCIAL REVIEW

2019 2018 Variance Variance
RM’000 RM’000 RM’000 %
Revenue
Continuing operations
Timber 453,266 667,911 (214,645) -32%
Plantation 69,317 78,675 (9,358) -12%
Manufacturing and trading 65,984 67,896 (1,912) -3%
Investment holdings and others 1,177 1,705 (528) -31%
589,744 816,187 (226,443) -28%

2019 2018 Variance Variance

RM’000 RM’000 RM’000 %

Profit/(Loss) after tax
Continuing operations

Timber (67,885) 17,599 (85,484) >-100%

Plantation (48,286) (26,312) (21,974) 84%

Manufacturing and trading 4,359 5,031 672) -13%

Investment holdings and others (2,407) (2,405) 2 0%
(114,219) (6,087) (108,132) > -100%

Discontinued operation

Oil and gas - 84,601 (84,601) -100%
(114,219) 78,514 (192,733) > -100%

For financial year ended 31 December 2019, the Group’s revenue from its continuing operations was RM589.7
million, a decrease of RM226.5 million or 28% as compared to RM816.2 million in financial year ended 31
December 2018. As a result, the Group recorded a loss after tax of RM114.2 million in financial year ended 31
December 2019 as opposed to a profit after tax of RM78.5 million in financial year ended 31 December 2018.
The profit after tax in financial year ended 31 December 2018 was mainly due to the one-off gain of RM81.8
million on deconsolidation of the Group’s oil and gas company, Alanya Marine Ventures Sdn. Bhd. (“AMV?).

Timber Division

For financial year ended 31 December 2019, the division registered a revenue of RM453.2 million as compared to
RM®667.9 million in the preceding year, a decrease of RM214.7 million or 32%. Also, the division recorded a loss
after tax of RM67.9 million in financial year ended 31 December 2019 as opposed to a profit after tax of RM17.6
million in financial year ended 31 December 2018.

For log business, the lower revenue recorded in financial year ended 31 December 2019 were mainly attributed
to weaker demand of log from both domestic and international markets. This was coupled with softening of log
selling price as a result of inter-regional trade uncertainties.

For plywood business, the decrease in revenue was attributed to weaker demand of plywood in Japan market
due to slowing down of construction and building activities in Japan during the period under review. Additionally,
Sarawak’s plywood also facing the price competition from Indonesia and Japan plywood producers.

Save for the decrease in revenue, the loss after tax in financial year ended 31 December 2019 was also
contributed by cost increase arising from policy and administrative requirements such as increase in premium
and cess of timber products, as well as labour costs on top of existing high production cost. Additionally, the
Group has made an one-off impairment of goodwill related to a timber subsidiary amounted to RM19.6 million
during the financial year.
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FINANCIAL REVIEW (CONT’D)
Plantation Division

The division registered a revenue of RM69.3 million in financial year ended 31 December 2019 as compared
to RM78.7 million in the preceding year, a decrease of RM9.4 million or 12%. The decrease in revenue was
attributed to lower average selling price of CPO and PK during the year as compared to financial year ended
31 December 2018. Consequently, the division’s loss after tax for financial year ended 31 December 2019 was
widened by 84% to RM48.3 million as opposed to RM26.3 million in financial year ended 31 December 2018.

Tapes Division (Manufacturing and Trading)

The division registered a revenue of RM66.0 million in financial year ended 31 December 2019 as compared to
RM67.9 million in the preceding year, a decrease of RM1.9 million or 3%, mainly due to reduction in domestic
sales revenue as a result of price competition from local competitors. Accordingly, the performance of the
Group’s tapes division for the current financial year was lower as compared to financial year ended 31 December
2018.

Investment Holding and Others

The division recorded a lower revenue mainly due to lower interest income received from short-term deposits.
Despite a decrease in revenue, the division’s loss after tax for financial year ended 31 December 2019 was
consistent with financial year ended 31 December 2018, mainly contributed by the cost saving measures
implemented during the financial year.

Oil and Gas Division (Discontinued Operation)

AMV, the main unit of the Group’s oil and gas division halted all its activities in 2017 when a winding-up petition
was served on AMV on 22 December 2017. Subsequently, on 22 February 2018, the High Court of Malaya in
Kuala Lumpur ordered AMV be wound up and a liquidator was appointed, confirming the total loss of control of
AMV on the said date. Accordingly, AMV’s accounts were deconsolidated from the Group on 23 February 2018.
MATERIAL CHANGE IN FINANCIAL POSITION

For information on the Group’s financial position, please refer to Statements of Financial Position on pages 64 to
65 of this Annual Report.

Property, Plant and Equipment (“PPE”)

PPE was amounted to RM565.5 million as at 31 December 2019, a decrease of RM149.6 million as compared
to RM715.1 million of 31 December 2018. The decrease in PPE was mainly due to depreciation charge for the
financial year ended 31 December 2019 of RM62.1 million and reclassification of leasehold lands of RM88.4
million to right-of-use assets during the year in accordance to requirement of MFRS 16 Leases.

Prepaid Land Lease Payments

In accordance to requirement of MFRS 16 Leases, prepaid land lease payment of RM32.0 million was reclassified
to right-of-use assets during the year.
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C)

MATERIAL CHANGE IN FINANCIAL POSITION (CONT’D)
Right-of-Use Assets
Upon adoption of MFRS 16 Leases on 1 January 2019, the Group has recognised right-of-use assets of

RM127.0 million. The depreciation for right-of-use assets was amounted to RM3.5 million during the financial
year ended 31 December 2019.

Biological Assets

The decrease in biological assets as compared to 31 December 2018 was mainly due to loss arising from
changes in fair value of biological assets of approximately RM5.0 million during the year.

Inventories

Inventories as at 31 December 2019 were valued at RM117.3 million, a decrease of RM12.9 million as compared
to 31 December 2018. This was mainly due to reduction of logs inventory as a result of the temporary cessation
of the Group’s log harvesting activities by some of the subsidiaries in the month of December 2019.

Trade and Other Receivables & Trade and Other Payables

The decrease was mainly due to lower revenue and cost of sales recorded towards the end of the year.

Liquidity and Capital Management

As at 31 December 2019, the Group maintained a cash and bank balances of RM383.2 million, a decrease
of RM1.0 million as compared to 31 December 2018. The healthy cash and bank balances of the Group was
contributed by the positive cash flow from the operating activities. Generally, the loss after tax of RM114.2 million
for the financial year ended 31 December 2019 was mainly due to the non-cash items such as depreciation of
PPE of RM62.1 million, amortisation of intangible assets of RM6.2 million, an one-off impairment of goodwill of
RM19.6 million and also the loss arising from changes in fair value of biological assets of RM5.0 million.

Gearing Ratio

As at 31 December 2019, the Group had cash and bank balances of RM383.2 million (2018: RM384.2 million),
whilst bank borrowings and payables amounted to RM301.1 million (2018: RM331.5 million). Accordingly, the
Group recorded a positive net cash position as at 31 December 2019.
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KEY RISKS AND UNCERTAINTIES
In the pursuit of our business goals and objectives, risk management has always been at the forefront as the

Group is exposed to risks that could impact our operational and financial performance. As such, the Group has
in place a risk management framework to mitigate the risk factors below:

Division

Mitigation Strategies

Timber Revocation and non- | Operation activities | e Resources Planning &
renewal of timber license | may be halted due to Operations Department is
for failure to comply | suspension, cancellation tasked to monitor and enforce
with Sarawak’s Forestry | or non-renewal of the compliance with relevant
Regulations and the | timber license. regulations, with close
requirement of Ministry of cooperation from timber camp
Resources Planning and managers.

Environment to obtain the The unit is also tasked to

FMC work towards fulfilling the
requirements of FMC for all
our timber license areas to
be certified by the stipulated
deadline in order to ensure the
sustainability and security of
our timber operation.
Maintain good rapport with the
Sarawak Forestry Department
and be updated regularly with
the latest Forestry Regulations
to ensure compliances.

Over dependent on single | The overall performance Marketing Department to

market: of the business is tied to explore new market for the

i) Log - India economic fundamental of timber and plywood products.

i) Plywood - Japan the importing country.

Depressed timber market | Decline in revenue Continuous efforts to improve

globally resulting from lower production processes to

selling price. reduce wastages and improve

recovery rate.

Plantation Fluctuation in prices of | A prolonged low price Constant monitoring of
CPO and PK environment for CPO CPO and PK prices, close

and PK will have monitoring of other edible oil

adverse effect on the prices for market analysis and

financial performance of continuous effort to review and

the Group’s plantation reduce its operational costs.

division. The Group has successfully
obtained MSPO certification
for all its estates and mill.




W T K HOLDINGS BERHAD 197001000863 (10141-M)

MANAGEMENT DISCUSSION AND ANALYSIS

cont’d
D) KEY RISKS AND UNCERTAINTIES (CONT’D)
Division Mitigation Strategies
Timber & Dependence on foreign | These sectors, being Production process fine-tuning
Plantation workers labour intensive, are exercises and automation of
highly dependent on processes, where appropriate
foreign workers and any and practical, are pursued to
supply constraint can enhance operational efficiency
adversely impact its and effectiveness.
operations.
Native Customary Right | Claims by NCR are The Resources Planning &
(“NCR”) claims on | costly which inhibit Operations Department is
plantation developments | developments and may tasked to handle and resolve
on State land cause disruptions to any NCR issue prior to
operation for claims development of land.
under dispute (e.g. the
natives prohibit felling
of trees and plantation
activities on the claimed
land).
Tapes Volatility of foreign | Reduce profitability | e Implement a natural hedging
currencies against RM and competitiveness mechanism where its United
due to higher costs of States Dollar (“USD”) export
production. sales proceeds are used to pay
for its USD denominated raw
material purchases as well as
continuous efforts to expand
export sales to be more
effectively manage this risk.

Such risks are inherent to the nature of the business of the Group, which are manageable through various control
and mitigating measures. The Board and the Board Risk Management Committee closely and continuously
monitor and review any identified risks and the effectiveness of actions taken to mitigate and minimise them.

E) PROSPECTS

Against the backdrop of a slowing global and local economy, the strict adherence to operating protocol
mandated by relevant authorities during the Movement Control Order (“MCO”) and Conditional Movement
Control Order (“CMCQ”) periods, and a waning demand from consumption in general, the Group expects the
outlook for financial year ending 31 December 2020 to remain challenging.

Timber

The outlook for the timber division remains challenging as demand of log and plywood products is
expected to remain soft from major customers, India and Japan respectively. At the same time, the industry
is gradually losing its market share to countries such as Indonesia, and other ASEAN countries who have
competitive edge over Sarawak because of favourable policies and strong government support.

As India is traditional main importer of Sarawak round logs and lumber products for decades. The outlook
of the Indian market is hampered by the weak consumer sentiment and also the recent lockdown where all
woodworking industries have stopped operations to manage the COVID-19 pandemic.
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E) PROSPECTS (CONT’D)
Timber (cont’d)

Whilst for the plywood business, it continues to face competition from Japanese domestic plywood supply,
as well as imported plywood from Indonesia into Japanese market. Consequently, plywood imported into
the Japanese market is experiencing downward pressure as result of price competition by Indonesian and
Japanese plywood producers. This was coupled with the construction and house building sectors in Japan
are slowing down and with bearish future, the buyers are limiting the purchase volume.

In response to weak demand of timber products, the Group had curtailed the log and plywood production
since fourth quarter of year 2019 and will continue production curtailment program if the demand for timber
products stay weak.

Plantation

Since beginning of the year, CPO prices have been on the downtrend, largely due to the softer commodity
demand as a result of plunge in crude oil prices, declining palm oil exports to world largest palm oil
consumer, India and the global concern on the widespread of COVID-19 pandemic.

The Group remain cautiously optimistic on the outlook of plantation segment as the CPO and PK selling
prices shall be supported by the resumed purchases of Malaysian palm oil by India and the restart of
the B20 biodiesel programme by Malaysia government after postponing it due to the MCO and CMCO.
Moreover, Malaysia CPO’s production is expected to drop in year 2020 due to the lagged effect of dry
weather and lower fertiliser application in year 2019.

However, the Group’s continuous efforts to review and reduce its operational costs of the estates and mill
are expected to mitigate the impact of low CPO prices. Additionally, it is part of the Group’s strategy to
acquire more plantation lands in Malaysia in view of scarcity of suitable and sizeable land banks for oil
palm cultivation. The oil palm planted area of the Group is projected to increase from 8,799 hectares to
approximately 12,000 hectares upon the completion of the Proposed Acquisition of Lumiera Estate in third
quarter of year 2020.

Tapes

The Group remain cautiously optimistic on the outlook of tapes division as the demand of tape products
for both domestic and export markets will be affected by the lockdown measures to control the COVID-19
pandemic. The Group is determined to continuously implement appropriate measures to remain competitive
to expand its market share and profitability in both the domestic and overseas markets.

The Group is monitoring the development of COVID-19 pandemic closely and is actively pursuing measures to
manage our operating costs and revising the business plans to mitigate any potential negative impacts arising
from COVID-19 pandemic. Nonetheless, the Group is confident that it is able to leverage on its strong cash
position and experienced management to navigate the challenges in this uncertain economic environment.
Moreover, the Group is also consistently on the lookout for growth opportunities to enhance shareholders value.

F) DIVIDEND

Despite being a loss-making year, the Group endeavours to pay a stable dividend yield to our shareholders over
the years. Having evaluated the Company financial position, the Board of Directors has proposed a final single-
tier dividend of 1.0 sen net per share (2018: 1.5 sen net per share) for financial year ended 31 December 2019 for
shareholders approval at the forthcoming Annual General Meeting.
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INTRODUCTION

W T K Holdings Berhad (“WTK” or “the Company”) and its subsidiaries (“the Group”), being an established timber and
plantation corporate player in Malaysia, is committed to conduct our business in a sustainable manner, while taking
into account economic, environmental and social considerations.

In meeting its obligation as a responsible corporate citizen, WTK has incorporated sustainability practices and
activities that align with its business strategy. The Group has continuously embed sustainable practices into our
business processes and operations.

SCOPE

The scope of this Sustainability Statement is limited to our core businesses, namely timber and plantation divisions.
The coverage is consistent with last year’s reporting as these divisions remain to be our key businesses that
predominantly contributed to the Group’s economic growth in financial year ended 31 December 2019 (“FY2019”).
Both divisions generated 89% of our revenue. We will expand our sustainability reporting progressively to cover the
activities of other business units in future reporting exercises.

The reporting period for this sustainability statement is from 1 January 2019 to 31 December 2019.

GOVERNANCE STRUCTURE

We believe a strong governance structure and a clear line of accountability enable the Group to deliver its commitment
to sustainability. The Group has established a sustainability governance structure driven by the Board of Directors
(“Board”) who is primarily responsible for the Group’s overall sustainability strategic plans, especially in monitoring
material Economic, Environmental and Social (“EES”) risks and opportunities.

The Board has delegated its responsibilities to review and recommend sustainability strategies and initiatives
covering EES aspect as well as embedding sustainability practices into the Company’s businesses to the Board Risk
Management Committee (“BRMC”). Meanwhile, BRMC is supported by the Group Sustainability Committee (“GSC”)
which is chaired by the Managing Director. Other members of GSC including the Executive Director, Chief Financial
Officer and also key personnel from respective operating units.
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BOARD OF DIRECTORS

BOARD RISK MANAGEMENT COMMITTEE

GROUP SUSTAINABILITY COMMITTEE

Key Responsibilities

Board of Directors

e Primarily responsible for the Group’s overall sustainability strategic plan
e Approval of strategies and policies on sustainability
e Access the sustainability performance of the Group

Board Risk
Management
Committee

e Reviews and monitors the Group’s sustainability framework and processes
e Discuss the sustainability issues with management
e Reviews and recommends the sustainability statement to the Board

Group Sustainability
Committee

e QOversees the delivery of sustainability strategy, including review of strategic
planning and to recommend strategic sustainability policies and framework to the

BRMC

e Drives the sustainability efforts, including discussing and monitoring sustainability
issues and stakeholder engagement

e Implements sustainability initiatives, including create awareness among employee,
maintain sustainability standards and review the progress

e Compiles data and information for the preparation of sustainability statement

STAKEHOLDERS ENGAGEMENT

We recognise that support and cooperation of all stakeholders to reach our sustainability commitments’ objectives are
of utmost importance. To meet ever-changing and increasing expectations of our key stakeholders, the Group initiated
active engagements using various platforms at certain intervals to gain better understanding of the material issues
surrounding the business operations. The table below summarises the engagement processes and material issues
discussed with our key stakeholders. We believe that the present list of stakeholders provides a fair representation of
people and community which the Group interacts with.

Key Stakeholders

Mode of Engagement

Outcomes

Employees

Employee engagement
Management meetings

Sport and recreational activities
Training programmes

Annual appraisals

e Awareness of company policy, culture
and core values

e Promote employee development through
courses and certification training

* Promote teamwork
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STAKEHOLDERS ENGAGEMENT (CONT’D)

Key Stakeholders Mode of Engagement Outcomes
Investors e Annual general meeting Regular updates and reporting to provide
e Quarterly report better insights on group direction,
e Annual Report business strategic plan and overall
e Corporate website economic performance
Good relationship with shareholders
Government and e Written correspondences Compliance with the latest regulations
regulators e Meetings, engagements and dialogues and standards
e Onsite inspections
e Compliance to legal requirements
Customers e Formal and informal meetings Feedback on product and customers’
e Email enquiries expectations
e Phone calls Customer retention
e Site visits Increased market share
Local communities e Community outreach and development Amicable solutions to conflicts and
programme grievances
Meetings and dialogues Community activities such as gotong-
e Opportunity of employment royong and festive celebration
Employment for qualified and eligible
locals
Suppliers e Formal and informal briefing Create awareness of Group policy and
e Surveys commitment to sustainability

MATERIAL SUSTAINABILITY MATTERS

There are eight (8) key sustainability matters which have been assessed and identified as of being high concern to
stakeholders and of high significance for WTK for the period ended 31 December 2019 after taking into consideration
the significant economic, environmental and social aspects, impacts, risks and opportunities which are vital to the
success and continued growth of WTK, and the views and responses from our stakeholders during the stakeholders’
engagement activities.

Areas of Impact Material Sustainability Matters

Economic e Customer Requirements
e Products Quality and Responsibility

Environmental e Waste and Effluent Management
e Environmental Compliance
e Conservation, Rehabilitation and Biodiversity Protection

Social e Occupational Safety and Health
e Human Resources Management
e Corporate Social Responsibility
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ECONOMIC
CUSTOMER REQUIREMENTS

The Group is committed to continuously provide superior products to fulfil our customers’ expectations in the
increasingly challenging and competitive business environment while adhering to stringent regulations and high
standards. To achieve this, the Group has been aligning its operations with best practice initiatives and has readily
stepped up its timber and plantation operations to meet the requirements for certification schemes including Sarawak
Timber Legality Verification System (“STLVS”), Forest Management Certification (“FMC”), Japanese Agricultural
Standards (“JAS”) and Malaysia Sustainable Palm Oil (“MSPQO”).

» STLVS

STLVS covers licensing, harvesting, transporting, manufacturing and trading of logs and timber products in
accordance with the laws, regulations and procedures pertaining to forestry and trade in Sarawak by 2020. As of 2019,
the Group’s timber licenses and plywood mills have obtained the STLVS certification.

» JAS

All of the Group’s plywood products are JAS certified since 2006. The recognition of the quality of our plywood
product for use in the Japanese market over the years has enabled the Group to be an established and dominant
supplier of floor-base plywood to Japan.

» FMC

The Group are in the process of pursuing the FMC under the Malaysian Timber Certification Scheme and the Group
expects to obtain the certification prior to the dateline by 2022.

» MSPO

All of the Group’s oil palm estates and mill have obtained the MSPO certification.

PRODUCTS QUALITY AND RESPONSIBILITY

The Group is committed to continuously provide superior products to fulfil our customers’ expectations through the
traceability of the Group’s supply chain and sourcing practices. The Group views traceability as the ability to trace
processes and operations of logging, estates and mills to map these against sustainability best practices.

Timber Operation

The production of logs from the Group’s upstream logging operations as well as logs supplied from external sources
are 100% traceable to known legal origins. This was then translated to 100% traceability of logs supply from various
licensed areas to the Group’s plywood mills in downstream operations.

Plantation Operation

The Group’s palm oil mill obtained fresh fruit bunch (“FFB”) from owned plantation and third parties suppliers such as
external plantations, collection centres and small holders. As of 31 December 2019, we achieved 74% traceability to
plantation for our palm oil mill operation. The traceability of FFB entering the palm oil mill is considered important as
our aim is to ensure that crude palm oil and palm kernel are derived from reliable sources.
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PRODUCTS QUALITY AND RESPONSIBILITY (CONT’D)

FFB Traceability
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One of the major challenges faced by the Group in achieving full FFB traceability is the inclusion of collection centres
in our supply chain whereby 41% (2018: 34%) of the FFB received during the financial year comes from collection
centres in which case the details of originating estates may not be available. Despite the challenges faced to be 100%
traceable of its FFB supplies, the Group is actively engaging external crop suppliers of the surrounding communities
through stakeholder engagement processes and encouraging them to adopt and pursue relevant certifications in
support of our sustainability commitments.

ENVIRONMENTAL

WASTE AND EFFLUENT MANAGEMENT

During the extraction and purification processes of the Group’s oil mill operation, palm oil mil effluent (“POME”)
which is highly acidic and with a high concentration of Biological Oxygen Demand (“BOD”) is generated. Since these
compounds are harmful to the environment, POME is treated using anaerobic biogas ponding system (Modified

Cover Lagoon) with final polishing stage treated with extended aeration ponding system to reduce its BOD level to
acceptable threshold limit value prior to discharge into the environment.

Effluent Treated

100,000
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60,000
40,000 = =
S «Q
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The Group is also committed to fully utilising the oil palm waste and by-products from FFB such as empty fruit
bunches, decanter cakes, fibres and palm kernel shells. By products such as fibres and palm kernel shells are used
as biomass fuel burnt in energy efficient boiler to raise steam and hot water to generate electricity which is then
channelled to its mill and for the consumption of its oil palm estate.
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For 2019, the Group generated around 1,600 megawatt hours (“MWhr”) (2018: 2,100 MWhr) electricity power
from biomass by product to support its milling process thus eliminating the need to use around 226,000 litres
(2018: 590,000 litres) of diesel required for power generation by diesel genset.

As for our timber operations, across our integrated wood supply chain from upstream timber harvesting operations
and forest plantations, and downstream timber processing operations which is mainly in the plywood manufacturing,
large volumes of wood residues are generated in our daily operations. Accumulation of wood waste can present fire
and explosion risk in the mills. Additionally, these wood wastes, if not properly managed, can become pollutants due
to burning or improper disposal. The potential effects of improper management of wood wastes can be hazardous to
health and result in environmental degradation such as water and air pollution.

Recognising the monetary and energy value of these wood wastes, the Group has adopted various utilisation
strategies of the wastes including energy. As part of the Group’s effort to convert the natural resource and to adopt
economically viable recovery route, wood wastes from plywood mills are burnt and converted into renewable energy
for wood drying process to satisfy the Group’s bio-resources and energy need.

Through these effective measures, the Group is able to make full use of the wastes and by-products from our
operations and recycle them into sustainable and beneficial purposes such as energy generation. This can promote
energy efficiency while significantly reducing emission of harmful gasses, water pollution, thereby reducing its overall
impact to the environment.

ENVIRONMENTAL COMPLIANCE

The Group is committed to adhere to the highest environmental standards in conducting its business operations.
Recognising the importance of a clean and quality environment to the surrounding communities, the Group has
continuously analysed and monitored the impacts of its timber and plantation operations to the environment. One of
the methods used to achieve this is through Environmental Monitoring Reports (‘EMR”) issued by an accredited third-
party laboratory. The EMR cover assessments of key environmental issues which include water quality, biodiversity
conservation, waste disposal management, socio-economic aspects, agrochemicals and pest management, public
health and safety.

The lab assessments of the above key environment issues are carried out on quarterly basis for our timber and
plantation operations, while, for the oil mill operation, the tests are conducted on a monthly basis.
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ENVIRONMENTAL COMPLIANCE (CONT’D)

Apart from that, all the group operations are bound by the group high standard in usage of fertilisers, weedicide and
pesticide with ultimate aim of reducing chemical usage by substituting the harmful substance with organic fertilisers
and integrated pest management system.

River with clear water EMR activities at the estate

CONSERVATION, REHABILITATION AND BIODIVERSITY PROTECTION

The Group is committed to identify, protect and maintain its High Conservation Value (“HCV”) areas in all our timber
licensed areas, plantations and mill in accordance to the requirements of sustainability certifications and relevant
law and regulations regarding biodiversity protection. This would include areas that contain wildlife habitats and
rare, threatened or endangered ecosystems such as riparian reserves, slopes, watersheds, forest buffer zones and
community owned lands. As part of the Group’s effort to protect the identified HCV areas, these HCV areas are
maintained from development and rehabilitate to serve as the foraging avenue of fauna and thus a sustainable food
supply chain for its habitats and preserving of natural ecosystem.

Site inspection at HCV area Field research for amphibians and reptiles

Additionally, the Group is committed to not carrying out agricultural activities which will harm endangered species,
animals, plants and ecosystems. In line with this, the Group has undertaken various efforts in conserving endangered,
rare and threatened species with reference to threatened species under The Malaysian Wildlife Conservation Act
2010, Wildlife Protection Ordinance 1998 and the International Union for Conservation of Nature (“IUCN”) Red List of
Threatened Species.
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CONSERVATION, REHABILITATION AND BIODIVERSITY PROTECTION (CONT’D)

Below are certain species of animals classified as Protected and Totally Protected found in the operations of the
Group:

Biogrow City Plantation Immense Fleet Estate Biofresh Produce Borneo Agro-Industries
Estate Plantation Estate & Positive Deal Estate
. Protected J Protected . Protected U Protected
Animal Animal Animal Animal
J Cobra U Cervus Unicolor . Cobra J Aceres Cematus
J Storm's Stork U Sus Scrofa J Storm's Stork J Estuarine
U Aceres Cematus J Cervus Unicolor Crocodile
. Totally Protected . Burung Puling U Otters
Animal Serindit U Osprey
. Pangolin . Ular Kapak U Herons
J Marble Cat J Landak J Pythons
. Burung Helang U Kingfishers
. Burung Merpati J Wild Cats
. Burung Hantu U Monitor Lizards
U Hill Myna
J Totally Protected U White-Rumped
Animal Shama
. Pangolin U Christmas Frigate
. Burung Ruai Birds
Kalimantan U Bats

o Treeshrew

o Totally Protected
Animal

J Cattle Egret

o Oriental Darter

o Proboscis
Monkey

U Borneon Terrapin

The Group is also against wildlife habitat destruction where habitats that found to have endangered, rare and
threatened species will be conserved as HCV areas with signage on “Biodiversity areas” installed at affected locations.
The Group has restricted the access to these areas by setting up boundary fencing and conducted monitoring
activities through patrol system. This approach has effectively prevented illegal hunting and encroachment into the
HCV areas.

No hunting signage at HCV area Boundary fencing to HCV area
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SOCIAL
OCCUPATIONAL SAFETY AND HEALTH

Our Group complies with all the relevant national laws, regulations and other requirements relating to best practices
in Occupational Safety and Health (“OSH”). The Group has formed the Occupational Safety and Health Committee
(“OSHC”) which chaired by the Managing Director and working alongside with General Manager, employers’
representatives and employees’ representatives from all logging sites, estates and mills.

The responsibilities of the OSHC are guided by the Group’s Health, Safety and Environmental Policy, which include
to promote and develop a reasonably practicable level of safety and health awareness and commitment among all
employees, provision of technical and advisory support and review of the effectiveness of safety and health practices,
inspection of workplace at least once in three months to ensure compliance of all safety and health requirements at
workplace.

The following measures have been established to ensure that our workers’ safety and well-being are being taken care
of:

OSH standard operating procedures have been implemented across all our operations.

Daily basic safety briefing during morning muster for plantation workers.

Fire drills and basic first aid trainings are conducted periodically.

Personal Protective Equipment (“PPE”) is provided for workers who handle hazardous materials or other
tasks as necessary.

° Emergency response Team (“ERT”) is established at plantation and logging sites.

Inspection at site workshop Safety briefing

HUMAN RESOURCES MANAGEMENT

The Group believes that it is crucial for continuous learning to take place in an organisation in order to achieve
long term sustainability especially in this ever changing and challenging business environment. As such, the Group
invested financial resources and has placed considerable efforts in empowering our employees and to keep employees
engaged and productive.
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SOCIAL (CONT’D)
HUMAN RESOURCES MANAGEMENT (CONT’D)

In order to facilitate knowledge acquisition and skills development, various orientation and induction programmes
and training programmes covering technical skills, business and human resources, personal development and
leadership excellence were conducted. As part of our efforts in talent development, our employees are also given
the opportunities to attend seminars and workshops which include key areas such as sustainability certification,
environmental protection awareness, safety enhancement and good agricultural practices. Below are some of the key
training programmes conducted for our employees during the year:

Number of
External Training or Workshop Name Participants
Operator Training Programme: 2nd Round Training and Assessment in Log and Timber 32
Identification Skills Set by STA Training Sdn. Bhd.
Forest Management Certification (“FMC”) Workshop and Forest Management Unit Readiness 9
Assessment, by Sarawak Forestry Corporation
Occupational Safety and Health Campaign for Sarawak Timber Industry Series 13, jointly 31
organised by Sarawak Timber Development Corporation, Department of Occupational Safety &
Health, and Sarawak Timber Association
FMC Training on Establishment of Permanent Sampling Plot, by STIDC in collaboration with 17
Sarawak Forest Corporation
Field Practical Training on Reduced Impact Logging by Sarawak Forestry Corporation 101
MSPO Supply Chain Certification Standard by DQS Training Academy 26
National Tax Seminar 2019 by Lembaga Hasil Dalam Negeri 10
2020 Budget Seminar by Malaysian Institute of Accountants 19
Sustainability Reporting Workshop by SHEMSI Sdn. Bhd. 16
Basic First Aid and Cardiopulmonary Resuscitation Training by Persatuan Bulan Sabit Merah 15

Malaysia
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SOCIAL (CONT’D)

HUMAN RESOURCES MANAGEMENT (CONT’D)

Number of
Internal Training or Workshop Name Participants
(Palm Qil Mill) MPOB Grading, MSPO Briefing for Small Holders 80
(Palm Qil Mill) Fire Drill Training 55
(Palm Oil Mill) MSPO Briefing 32
(Estate) Sexual Harassment & Violent Preventions 374
(Estate) Machinery Maintenance 27
(Estate) Workplace Safety and Health 1,053
(Estate) MSPO Awareness 689
(Estate) Environmental Awareness 765
(Estate) Complaint & Grievances Training 724
(Estate) Buffer Zone Awareness 333
(Plywood Mill) Fire Fighting Training 55
(Plywood Mill) Machinery Safety Awareness Training 519
(Plywood Mill) Emergency Drill Awareness Training 33

CORPORATE SOCIAL RESPONSIBILITY (“CSR”)

Continuous improvement of the health and well-being of our employees are certainly one of our top priorities. Through
our WTK Recreational Club (“WRC?”), recreational events and sports activities are regularly organised throughout the
year for our employees with the aim of promoting and fostering teamwork and rapport among employees as well as
encouraging work-life balance and healthy living. We encourage all our employees to participate in these recreational
events and sports activities which include the annual dinner, festive gatherings, sports competitions and more.

WTK Annual Dinner Christmas celebration
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CORPORATE SOCIAL RESPONSIBILITY (“CSR”) (CONT’D)

WTK Sport Day WTK Sport Day

As a caring and conscientious corporate citizen, the Group is dedicated to making a positive difference in support of
the betterment of the society. Our initiatives are aimed to safeguard the rights, health and safety of the Group’s local
communities by actively managing and minimising all other environmental and social impacts from our operations and
to enhance community wellbeing. The Group engaged a variety of initiatives that had a direct impact on the welfare
of the community. Additionally, the Group also encourages its employees to volunteer and actively participate in
community outreach activities.

CSR activities in 2019 CSR activities in 2019
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CORPORATE GOVERNANCE OVERVIEW STATEMENT

The Board of Directors (“Board”) of W T K Holdings Berhad (“WTK” or “the Company”) and its subsidiaries (“the
Group”) is pleased to report that for the financial year 2019, WTK has continued to apply good governance practices
in ensuring the continuous and sustainability growth in the Group for the interest of all its shareholders, by applying the
principles and practices of the Malaysian Code on Corporate Governance 2017 (“MCCG 2017”), wherever possible.

In this Statement, the Board gives an overview of the Company’s corporate governance practices with reference to the
principles and practices of the MCCG 2017.

The Corporate Governance Report which provides the details on how the Company has applied each Practice as set
out in the MCCG 2017 is available at the Company’s website at www.wtkholdings.com.

PRINCIPLE A: BOARD LEADERSHIP AND EFFECTIVENESS
Roles and Responsibilities of the Board

The Board is primarily responsible for the Group’s overall strategic plans for business performance, overseeing the
proper conduct of business, risk management, internal control, management information systems, succession planning
and communication with shareholders and stakeholders. The Board, apart from the Managing Director and Executive
Director, is not involved in the day-to-day management of the business.

The Board is guided by its Board Charter which outlines the duties and responsibilities and matters reserved for the
Board in discharging its fiduciary duties. The Board had in financial year 2019 reviewed its Charter to ensure the
Charter remains consistent with the Board’s objectives and responsibilities and all the relevant standards of corporate
governance. The Board Charter is available for reference on the Company’s website at www.wtkholdings.com.

All Directors exercise due diligence and care in discharging their duties and responsibilities to ensure that high
ethical standards are applied through compliance with relevant rules and regulations, directives and guidelines
including MCCG 2017 issued by Securities Commission Malaysia and the requirements of Bursa Malaysia Securities
Berhad (“Bursa Securities”). The Directors are attentive to applying high ethical standards in their decision-
making, taking into account the interests of the Group and its stakeholders and the Directors are guided by the
Company’s Code of Conduct and Ethics. The Code of Conduct and Ethics is available on the Company’s website at
www.wtkholdings.com.

The Board is supported by the Management Committee who has the responsibilities in planning and formulating
business strategies, finance, operating policies and in monitoring the achievement of the business strategies of the
Group. The Management Committee is also entrusted with the responsibility and authority to examine particular issues
and reports back to the Board with its recommendations.

The final decision on all significant matters proposed by the Management Committee lies with the Board as a whole.
Significant matters which are reserved for Board’s consideration amongst others, are financial results, declaration of
dividends, material capital investment matters, acquisitions and disposals of assets or businesses and adoption of any
significant change or departure in accounting policies and practices of the Company and its subsidiaries.

To ensure the effective discharge of its function and responsibilities, the Board has delegated specific responsibilities
to the following Committees: -

Audit Committee

Nomination Committee
Remuneration Committee

Board Risk Management Committee

=

——

a0

The duties and responsibilities delegated to the Committees are set out in the Terms of Reference (“TOR”) of each
of the Committees as approved by the Board. The Board retains full responsibility for the direction and control of the
Company and the Group. The Board reviews the functions and the TOR of each of the Committees from time to time
to ensure they remain consistent with the Board’s objectives and in line with the applicable regulations and practices.
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PRINCIPLE A: BOARD LEADERSHIP AND EFFECTIVENESS (CONT’D)
Board Composition, Diversity and Independence

The Board currently has six (6) Directors comprising two (2) Independent Non-Executive Directors, two (2) Executive
Directors and two (2) Non-Independent Non-Executive Directors. The composition of the Board is in compliance with
the Bursa Securities’ Main Market Listing Requirements which requires at least two (2) Directors or one-third (1/3) of
the Board members, whichever is higher, to be Independent Directors. With a good mix and balance composition, the
Directors bring a broad range of business and financial experiences relevant to the strategic goals of the Group.

MCCG 2017 recommends that the tenure of an independent director should not exceed a cumulative term limit of nine
(9) years and upon completion of the nine (9) years, an independent director may continue to serve on the board as a
non-independent director. As at the date of this statement, Ms. Tham Sau Kien has served the Board for more than twelve
(12) years.

The Board agreed with the assessment of the Nomination Committee that Ms. Tham Sau Kien has remained
independent and objective in deliberation and decision-making of the Board and Board Committees. Further, her
position on the Board has not been compromised by her familiarity and long relationships with other Board members.
She has exercised due care in the interest of the Company and the shareholders without being subjected to undue
influence, and she has devoted sufficient time and attention to her responsibilities as Independent Non-Executive
Director. Ms. Tham Sau Kien has abstained from deliberation or voting pertaining to her own independence at the
Nomination Committee and at the Board.

The Board proposes to retain the status of Ms. Tham Sau Kien as an Independent Director and the Board’s proposal
will be tabled for shareholders’ approval at the forthcoming Annual General Meeting of the Company.

The Board recognises diversity as an important criteria to determine board composition and to ensure that different
perspectives are considered for Board effectiveness and strength. Increasingly, diversity is considered an essential
measure of good governance and is a critical attribute of a well-functioning board. Board diversity includes gender,
ethnicity, age, business experience, skills and cultural background. Diversity leads to the consideration of all facets of
an issue and consequently, better decisions and performance.

Presently, the Board does not intend to implement any policy on gender diversity or set any targets and measures to
meet 30% women representation on the Board. Nevertheless, the presence of Ms. Tham Sau Kien and Ms. Ting Soon
Eng (who subsequently retired from the Board on 1 March 2020) reflects that the Board does not consider gender to
be vetoed from Board membership and that the Board recognises the value of female members.

The Board and its Nomination Committee, in reviewing and assessing suitable candidates for the Board are guided by
the above policy on diversification. The Board and its Nomination Committee will continue to monitor and review the
Board composition and size as may be needed. It is an existing practice that the Board does not utilise independent
sources to identify potential candidates for appointment of directors. In searching for potential candidates, the
Nomination Committee receives proposals from existing Directors. The existing Directors are best suited to identify
potential candidates as they understand the particular need of the Board and they are familiar with the culture of the
Company and the Board.

Through the annual assessment for 2019 conducted by the Nomination Committee, the Board agreed that it has
sufficient diversity based on above policy on diversification and its current size with independence elements is
adequate for the effective discharge of the Board’s functions and responsibilities.

There is a clear segregation of roles and responsibilities between the Chairman and the Managing Director (“MD”)
to ensure a proper balance of power and authority. The Chairman who is an Independent Non-Executive Director is
responsible to ensure that procedures and processes are in place to facilitate effective conduct of business of the
Board. The MD has the overall responsibility to manage the business and operations of the Group and to implement
and develop Board’s policies, decisions and strategies.

The Non-Executive Directors are independent of the Management. They bring external perspective, serve to inspire
and challenge the Management in an objective and constructive manner, and contribute to decision-making through
their expertise and experience, thereby helping to ensure that no individual or group dominates the Board’s decision-
making process.
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PRINCIPLE A: BOARD LEADERSHIP AND EFFECTIVENESS (CONT’D)
Board Composition, Diversity and Independence (Cont’d)

The composition of the Board is further balanced by the presence of Independent Non-Executive Directors. The
Independent Non-Executive Directors play a vital role in providing independent views on various issues and ensures a
balanced and fair deliberation process to safeguard the interests of the minority shareholders.

The Board recognises the benefits of having a majority of Independent Non-Executive Directors which allows for more
effective oversight of management. As such, the Board will continue to take cognisance of the recommendations of
MCCG 2017 to meet the desired practice of having a majority of Independent Non-Executive Directors. Although the
Board’s current composition comprised a majority of Non-Independent Non-Executive Directors, the willingness of
Directors to challenge the Management with questions without apprehension whilst debating constructively during
board meetings helps to reinforce the check and balance of Board’s decision-making process. Therefore, the lack of
majority independent directors does not jeopardise the Board’s objective and independent deliberations and decision-
making.

The Board through the Nomination Committee, conducted the annual assessment for 2019 on effectiveness of the
Board, Board Committees and individual Directors. The annual review was carried out based on specific criteria,
covering areas such as Board composition and structures, roles and responsibilities of the Board and its Committees,
and qualities and contribution of individual Directors. From the result of the annual assessment for 2019, the Board
concluded that the performance of the Board, Board Committees and individual Directors had been good and had
been effective in their overall discharge of functions and duties.

The Board and the Nomination Committee have also undertaken the annual assessment for 2019 on the independence
of its Independent Directors. The criteria for assessing the independence of Independent Directors includes the
relationship between the Independent Director and the Company and his/her involvement in any significant transaction
with the Company. The Nomination Committee and the Board have determined that its Independent Directors are able
to carry out their duties independently and contribute effectively to the Board. The Independent Directors have also
fulfilled the criteria as set out in Bursa Securities’ Main Market Listing Requirements on Independent Directors and
provided written confirmations on their independence to the Nomination Committee.

The Board acknowledges that continuous education is vital for the Board members to gain insight and keep abreast
with the latest economic and corporate developments of the industry as well as the applicable statutory and regulatory
requirements.

During the financial year, the Directors had attended various programmes which they have considered as relevant
and useful in contributing to the effective discharge of their duties as Directors. In addition to this, the Company has
organised an internal training programme for the Directors. The external auditors have also briefed the Directors on
any changes to the Malaysian Financial Reporting Standards that would affect the Group’s financial statements during
the financial year under review. The training programmes and seminars attended by the Directors during financial year
2019 include the following:-

The New Currency: Going Cashless

Revolutionising Businesses Through Blockchain

The role of Audit Committees in ensuring organisational integrity, risk and governance
Audit Committee Conference 2019

Corporate Liability Act - Protection for Company

Overview of MFRS 9, 15, 16 and 141

Update on Budget 2020
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PRINCIPLE A: BOARD LEADERSHIP AND EFFECTIVENESS (CONT’D)
Board Composition, Diversity and Independence (Cont’d)

The Nomination Committee meets as and when required, and at least once a year. During the financial year 2019, the
Nomination Committee met four (4) times. Details of the members’ attendance are as follows: -

Number of

Members of Nomination Committee Meetings Attended
Tan Sri Datuk Seri Panglima Sulong Bin Matjeraie - Chairman 11

(appointed on 27 August 2019)
Ms. Tham Sau Kien 4/4
Ms. Ting Soon Eng (retired on 1 March 2020) 4/4
Lt. General Datuk Seri Panglima Abdul Manap Ibrahim (rtd) 2/2

(retired on 14 June 2019)
Y.A.M. Tengku Sulaiman Shah Al-Haj Ibni Aimarhum Sultan Salahuddin Not applicable

Abdul Aziz Shah Al-Haj (appointed on 1 March 2020)

The composition, authority as well as the duties and responsibilities of the Nomination Committee are set out in its
Terms of Reference, which is available on the Company’s website at www.wtkholdings.com.

The Nomination Committee undertook the following key activities for the financial year 2019: -

° reviewed and assessed on annual basis, the existing Board structure, size, balance and composition, and
the effectiveness and performance of the Board and Board Committees, members of the Board and the
independence of the Independent Directors.

° assessed and recommended Independent Directors whose term of office have exceeded nine (9) years to be
retained as Independent Directors.

° assessed and recommended the proposed re-election of retiring Directors at the Annual General Meeting of the
Company.

) considered, evaluated and proposed to the Board, the appointments to fill the seats of Chairman, Chairman and
members of Board Committees and appointment of an Independent Non-Executive Director and an Executive
Director.

° reviewed the term of office and performance of the Audit Committee and each of its members, and assessed
whether the Audit Committee and its members have carried out their duties in accordance with their terms of
reference.

Board Meetings and Company Secretary

The Board meets at least four (4) times a year with additional meeting convened as and when necessary for special
matters. During the financial year 2019, the Board met five (5) times and the details of the attendance of Board
members are as follows: -

Number of

Directors Meetings Attended

Tan Sri Datuk Seri Panglima Sulong Bin Matjeraie - Chairman 4/4
(appointed on 1 March 2019)

Y.A.M. Tengku Sulaiman Shah Al-Haj Ibni Alimarhum Sultan Salahuddin 4/5
Abdul Aziz Shah Al-Haj

Dato’ Sri Patrick Wong Haw Yeong 5/5

Ms. Tham Sau Kien 5/5

Mr. Alfian Bin Mohamed Basir 5/5

Ms. Ting Soon Eng (retired on 1 March 2020) 5/5

Lt. General Datuk Seri Panglima Abdul Manap lbrahim (rtd) 3/3
(retired on 14 June 2019)

Mr. Wong Kie Chie (resigned on 2 January 2019) Not applicable

Mr. Lim Hong Hin (appointed on 2 January 2020) Not applicable
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PRINCIPLE A: BOARD LEADERSHIP AND EFFECTIVENESS (CONT’D)

Board Meetings and Company Secretary (Cont’d)

The Board is supported by a qualified Company Secretary who is an associate member of The Malaysian Institute of
Chartered Secretaries and Administrators (“MAICSA”). All Directors have full access to the advice and services of the

Company Secretary to ensure effective functioning of the Board and Board Committees, adherence to Board policies
and procedures at all times and compliance with relevant legislations and regulations.

Time Commitment

The Board is satisfied with the level of time commitment given by the Directors towards fulfilling their roles and
responsibilities as Directors of the Company. All Directors exceeded the minimum 50% attendance requirement in
respect of Board meetings held in financial year 2019.

Remuneration

The Remuneration Committee meets as and when required, and at least once a year. During the financial year 2019,
the Remuneration Committee met three (3) times. Details of the members’ attendance are as follows: -

Number of

Members of Remuneration Committee Meetings Attended
Y.A.M. Tengku Sulaiman Shah Al-Haj Ibni Alimarhum Sultan Salahuddin 17l

Abdul Aziz Shah Al-Haj - Chairman (appointed on 27 August 2019)
Ms. Tham Sau Kien 3/3
Tan Sri Datuk Seri Panglima Sulong Bin Matjeraie 11

(appointed on 27 August 2019)
Ms. Ting Soon Eng (resigned on 27 August 2019) 2/2
Lt. General Datuk Seri Panglima Abdul Manap Ibrahim (rtd) 2/2

(retired on 14 June 2019)

The composition, authority as well as the duties and responsibilities of the Remuneration Committee are set out in its
Terms of Reference, which is available on the Company’s website at www.wtkholdings.com.

The objective of the Company’s policy on Directors’ remuneration is to attract and retain Directors of the calibre
needed to run the Group successfully. For Executive Directors, the component parts of the remuneration are structured
so as to link rewards to corporate and individual performance. For Non-Executive Directors, the level of remuneration
reflects the experience and level of responsibilities undertaken by the particular Non-Executive Director concerned.

The primary responsibility of the Remuneration Committee is to review and make recommendation to the Board on
the remuneration packages of Executive Directors. It is nevertheless, the ultimate responsibility of the entire Board to
approve the remuneration of Executive Directors.

In respect of the Non-Executive Directors, the yearly proposal of directors’ fees and benefits in-kind, are approved
by the shareholders of the Company at the Annual General Meeting. The Company reimburses reasonable expenses
incurred by the Directors in the course of their duties as Directors.

The Executive Directors abstain from participating in discussion concerning their own remuneration and play no part in
determining their own remuneration.
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PRINCIPLE A: BOARD LEADERSHIP AND EFFECTIVENESS (CONT’D)

Remuneration (Cont’d)

cont’d

Details of the Directors’ remuneration (including benefits in-kind) for each Director of the Company during the financial

year 2019 are as follows: -

Company RM
*Other Benefits
Salaries Fees Bonuses Remuneration in-kind Total

Executive Directors
Dato’ Sri Patrick Wong Haw Yeong 403,200 - 67,200 55,307 - 525,707
Mr. Lim Hong Hin .

(appointed on 2 January 2020) Not Applicable
Non-Executive Directors
Tan Sri Datuk Seri Panglima Sulong

Bin Matjeraie **

(appointed on 1 March 2019) - 64,000 - 5,000 - 69,000
Y.A.M. Tengku Sulaiman Shah

Al-Haj Ibni Almarhum Sultan

Salahuddin Abdul Aziz Shah

Al-Haj - 72,000 - 5,000 - 77,000
Ms. Tham Sau Kien - 84,000 - 9,000 - 93,000
Mr. Alfian Bin Mohamed Basir - 84,000 - 6,000 - 90,000
Ms. Ting Soon Eng

(retired on 1 March 2020) - 84,000 - 9,000 - 93,000
Lt. General Datuk Seri Panglima

Abdul Manap Ibrahim (rtd) **

(retired on 14 June 2019) - 38,500 - 5,000 - 43,500
Mr. Wong Kie Chie :

(resigned on 2 January 2019) Not Applicable
Total 403,200 426,500 67,200 94,307 - 991,207

* Other Remuneration: consists of meeting allowance, defined contribution plan and social security contribution

and employment insurance scheme.
**  Fees payable to the Directors are pro-rated according to their appointment and resignation date.
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PRINCIPLE A: BOARD LEADERSHIP AND EFFECTIVENESS (CONT’D)

Remuneration (Cont’d)

*Other Benefits
Salaries Fees Bonuses Remuneration in-kind Total

Executive Directors
Dato’ Sri Patrick Wong Haw Yeong 1,855,353 - 242,876 229,949 7,200 2,335,378

Mr. Lim Hong Hin

(appointed on 2 January 2020) Not Applicable

Non-Executive Directors

Tan Sri Datuk Seri Panglima Sulong
Bin Matjeraie **
(appointed on 1 March 2019) - 64,000 - 5,000 - 69,000

Y.A.M. Tengku Sulaiman Shah
Al-Haj Ibni Almarhum Sultan
Salahuddin Abdul Aziz Shah

Al-Haj - 72,000 - 5,000 - 77,000
Ms. Tham Sau Kien - 84,000 - 9,000 - 93,000
Mr. Alfian Bin Mohamed Basir - 84,000 - 6,000 - 90,000
Ms. Ting Soon Eng

(retired on 1 March 2020) - 84,000 - 9,000 - 93,000

Lt. General Datuk Seri Panglima
Abdul Manap Ibrahim (rtd) **

(retired on 14 June 2019) - 38,500 - 5,000 - 43,500
Mr. Wong Kie Chie :

(resigned on 2 January 2019) Not Applicable
Total 1,855,353 426,500 242,876 268,949 7,200 2,800,878

* Other Remuneration: consists of meeting allowance, defined contribution plan and social security contribution
and employment insurance scheme.
**  Fees payable to the Directors are pro-rated according to their appointment and resignation date.

The Board through its Remuneration Committee has implemented the policies and procedures on remuneration
of senior management including reviewing and recommending matters relating to the remuneration of senior
management. The Managing Director is delegated to ensure that the remuneration packages for senior management
are aligned with the Company’s strategy and long-term objectives. In determining the remuneration packages of the
senior management personnel, factors that were also taken into consideration included their individual responsibilities,
skills and expertise and contributions to the Group’s performance and whether the remuneration packages are
competitive and sufficient to ensure that the Company is able to attract and retain executive talents.

The Remuneration Policies and Procedures for Directors and Senior Management are available for viewing at the
Company’s website at www.wtkholdings.com.

The Board believes that it is not in the best interest of the Company and of the top five (5) senior management, to
disclose on named basis the top five (5) senior management’s remuneration components. Henceforth, the Company
departed from applying Practice 7.2 of MCCG 2017 with regards to disclosure of the top five (5) senior management’s
remuneration. Detailed explanations for departing from Practice 7.2 of MCCG 2017 are given in Corporate Governance
Report which is available at the Company’s website at www.wtkholdings.com.
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PRINCIPLE B: EFFECTIVE AUDIT AND RISK MANAGEMENT
Audit Committee

The Audit Committee is relied upon by the Board to, amongst others, provide advice in the areas of financial reporting,
external audit, internal control environment and internal audit process, review of related party transactions as well as
conflict of interest situations.

The Audit Committee is chaired by an Independent Director who is distinct from the Chairman of the Board. The Audit
Committee also undertakes to provide oversight on the risk management framework of the Group.

The Audit Committee has full access to both the internal and external auditors who, in turn, have access at all times to
the Chairman of the Audit Committee. The composition, attendance of meetings and summary of activities of the Audit
Committee during the financial year 2019 are as disclosed in Audit Committee Report of the Annual Report.

The Audit Committee met five (5) times in financial year 2019 and held its meetings before Board meeting. This is to
ensure that all critical issues highlighted can be brought to the attention of the Board on a timely basis. The minutes of
the Audit Committee meetings are tabled to the Board for their attention and for further action, where appropriate.

The Board is committed to maintaining the highest possible standards of ethical and legal conduct within the Group.
In line with this commitment and in order to enhance good governance and transparency, a Whistleblowing Policy is
adopted with the aim to provide an avenue for raising concerns related to possible improprieties in matters of financial
reporting, compliance and other malpractices at the earliest opportunity, in an appropriate manner and without fear of
retaliation.

The Whistleblowing Policy also provides the contact of the Senior Independent Director, being the Audit
Committee Chairman of the Company, that is, via email address available at the Company’s website at
www.wtkholdings.com, should any employees or stakeholders be in doubt of the Management’s independence and
objectivity on the concerns raised. Each allegation will be dealt with fairly and equitably. The Whistleblowing Policy
sets out the protection accorded to whistleblowers who disclose such irregularities in good faith.

Risk Management and Internal Control

The Directors are mindful of their responsibilities in relation to the maintenance of a sound system of risk management
and internal controls which provides reasonable assessment and review of the Company’s effectiveness to safeguard
shareholders’ investment and Group’s assets. The Board is continuously reviewing the adequacy and integrity of its
system of risk management and internal controls.

The Group has in place an on-going process that lays the foundation for effective control framework for identifying,
evaluating and managing the principal risks of the Group in a proactive manner. The Board Risk Management
Committee is entrusted with the responsibility of monitoring and reviewing the appropriate risk management
framework.

The internal audit function undertakes regular and systematic reviews on system of internal control and governance
processes to ensure reasonable assurance that such system operates satisfactorily and effectively within the
respective subsidiaries across the Group. The Internal Audit Function reports to the Audit Committee of the Group on
a quarterly basis. However, the Internal Audit Function may report to the Audit Committee on more frequent basis if
circumstances arise.
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PRINCIPLE B: EFFECTIVE AUDIT AND RISK MANAGEMENT (CONT’D)
Risk Management and Internal Control (Cont’d)
The Board Risk Management Committee meets at least four (4) times a year at quarterly intervals with additional

meetings convened when urgent. During the financial year 2019, the Board Risk Management Committee met four (4)
times. Details of the members’ attendance are as follows: -

Number of
Members of Board Risk Management Committee Meetings Attended
Ms. Tham Sau Kien 4/4
Tan Sri Datuk Seri Panglima Sulong Bin Matjeraie 11
(appointed on 27 August 2019)
Ms. Ting Soon Eng (retired on 1 March 2020) 4/4
Lt. General Datuk Seri Panglima Abdul Manap Ibrahim (rtd) 11
(appointed on 1 March 2019)
(retired on 14 June 2019)
Mr. Alfian Bin Mohamed Basir — Chairman (appointed on 1 March 2020) Not applicable

Further information on the Group’s risk management and internal control framework is made available on the
Statement of Risk Management and Internal Control of the Annual Report.

PRINCIPLE C: INTEGRITY IN CORPORATE REPORTING AND MEANINGFUL RELATIONSHIP WITH
STAKEHOLDERS

Communication with Stakeholders

The Company places strong emphasis on the importance of timely and equitable dissemination of information to the
stakeholders.

The various channels for effective dissemination of information to the stakeholders are through the following:-

° the quarterly announcement on financial results and other announcement to Bursa Securities;

° annual reports and circular to shareholders;

° general meetings of shareholders; and

° Company’s website at www.wtkholdings.com where the public can have access to the Company’s corporate
information and announcements made by the Company.

Conduct of General Meetings

The Annual General Meeting (“AGM”) is the principal forum for dialogue and interaction with shareholders. The Board
provides opportunities for shareholders to raise questions pertaining to issues in the Annual Report, Audited Financial
Statements, Corporate Developments in the Group, the resolutions being proposed and on business of the Group
in general at every AGM and Extraordinary General Meeting of the Company. The External Auditors are present to
provide professional and independent clarification on issues and concerns raised by the shareholders in connection
with the Audited Financial Statements. Senior Officers and appropriate advisers are also available to respond to
shareholders’ questions during the meeting.

The Notice of AGM is despatched to shareholders at least twenty-eight (28) days before the AGM in order to provide
sufficient time to the shareholders to prepare and/or to appoint proxy to attend and vote for their behalf. The voting
on resolutions as set out in the Notice of AGM are conducted by way of poll which is in line with the Bursa Securities’
Main Market Listing Requirements. An independent scrutineer is appointed to validate the votes cast at the AGM.

The Company has not adopted the practice of using technology to enable voting in absentia and remote shareholder
participation at shareholders’ meetings.
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cont’d

ADDITIONAL COMPLIANCE INFORMATION

There were no material contracts entered into by the Company and its subsidiaries involving directors’ and major
shareholders’ interest which were still subsisting at the end of the financial year ended 31 December 2019 or which
entered into since the end of the previous financial year.

This Statement was approved by the Board of Directors on 29 May 2020.
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AUDIT COMMITTEE REPORT

The Board of Directors (“Board”) is pleased to present the report of the Audit Committee (“AC”) for the financial year
ended 31 December 2019. The Terms of Reference of the AC which include composition, authority, responsibilities,
meetings and specific duties of the AC are available at the Company’s website at www.wtkholdings.com.

COMPOSITION OF AUDIT COMMITTEE AND MEETINGS

The AC met five (5) times during the financial year ended 31 December 2019. Details of attendance of the AC
members are set out as follows:

Number of
Meetings
Audit Committee Members Designation Directorship Attended
Ms. Tham Sau Kien Chairman Independent Non-Executive Director 5/5
Mr. Alfian Bin Mohamed Basir Member Non-Independent Non-Executive Director 5/5
Tan Sri Datuk Seri Panglima Sulong Member Independent Non-Executive Director 2/2

Bin Matjeraie
(appointed on 27 August 2019)
Lt. General Datuk Seri Panglima Abdul Member Independent Non-Executive Director 3/3

Manap Ibrahim (rtd)
(retired on 14 June 2019)

A. SUMMARY OF ACTIVITIES OF THE AUDIT COMMITTEE DURING THE FINANCIAL YEAR ENDED 31
DECEMBER 2019

During the year under review, the AC carried out its duties and responsibilities in accordance with its Terms of
Reference as follows:

i Financial Reporting

a) Reviewed the Group’s unaudited quarterly financial results and annual audited financial statements
before recommending to the Board for approval, in particular:

° changes in accounting policies and practices;

o compliance with applicable approved accounting standards and other legal or regulatory
requirements; and

° significant adjustments arising from the audit.

b) Reviewed and recommended for the Board’s approval the Audit Committee Report for inclusion in the
Annual Report 2019.

iii. External Auditors

a) Reviewed and approved the external auditors’ audit plan prior to the commencement of audit for the
financial year under review;

b) Reviewed the audit fees of the Company and its subsidiaries together with the management for
recommendation to the Board for approval;

C) Held independent meetings (without the presence of executive Board members and the Management)
with the external auditors;

d) Discussed new accounting standards and sought clarification from the external auditors on the
impact of the adoption to the Group’s and the Company’s financial statements;



L
ANNUAL REPORT 2019 45

AUDIT COMMITTEE REPORT

cont’d

SUMMARY OF ACTIVITIES OF THE AUDIT COMMITTEE DURING THE FINANCIAL YEAR ENDED 31
DECEMBER 2019 (CONT’D)

During the year under review, the AC carried out its duties and responsibilities in accordance with its Terms of
Reference as follows: (cont’d)

iii. External Auditors (cont’d)

e) Reviewed the findings of the external auditors on issues raised in the management letter, external
auditors’ recommendation and the management’s response; and

f) Annual assessment and re-appointment of external auditors
° Assessed the performance of the external auditors prior to their re-appointment;

o Considered the adequacy of the experience and resources of the audit firm, the team/persons
assigned to the audit, the size and complexity of the Group being audited, independence and
objectivity of the external auditors, audit scope, planning and quality of performance and audit
fees in the assessment;

° The external auditors had made the declaration in their annual audit plan presented to the AC
that they were independent throughout the conduct of the audit engagement in accordance
with the terms of the relevant professional and regulatory requirements. In applying the external
auditor independence policy and professional standards which require the audit partner in
charge and independent review of the external auditors to rotate after 7 years with a “cooling
off” period of at least 3 years. The audit engagement managers are required to rotate after 7
years with a “cooling off” period of at least 2 years; and

o The amount of non-audit fees incurred for services rendered to the Group for the financial year

ended 31 December 2019 by the auditors, or firm or companies affiliated to the auditors are as
follows:

Group Company

RM’000 RM’000
Fees paid/payable to Deloitte
Non-audit fees 316 19
Audit fees 825 153
% of non-audit fees 38% 12%

The non-audit services rendered include review of Statement on Risk Management and Internal
Control and tax services.

The AC has reviewed and considered the factors relating to the independence and objectivity
of the external auditors which includes provision of non-audit services by the external auditors
during the financial year. In considering the nature and scope of non-audit fees, the AC was
satisfied that they were not likely to create any conflict of interest nor impair the independence
and objectivity.
ili. Internal Auditors
(@) Reviewed the enterprise risk management activities of the Group as reported by the internal auditors;

(b) Reviewed and approved the annual audit plan as proposed by the internal auditors; and

(c) Reviewed the findings of internal audit reports presented by the internal auditors, the audit
recommendations made and management’s response to these recommendations.
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AUDIT COMMITTEE REPORT

cont’d

A. SUMMARY OF ACTIVITIES OF THE AUDIT COMMITTEE DURING THE FINANCIAL YEAR ENDED 31
DECEMBER 2019 (CONT’D)

During the year under review, the AC carried out its duties and responsibilities in accordance with its Terms of
Reference as follows: (cont’d)

iv Others

(@) Reviewed the fairness and transparency of recurrent related party transactions entered into by the
Group and appropriate disclosure in accordance with the Main Market Listing Requirements of Bursa
Malaysia Securities Berhad;

(b) Reviewed the Statement on Risk Management and Internal Control; and

(¢) Reviewed the Audit Committee Report.

B. INTERNAL AUDIT FUNCTION

The Internal Audit (“IA”) function is considered an integral part of the assurance framework and its primary
function is to provide independent assessment and objective assurance on the adequacy and effectiveness of
the risk, control and governance framework of the Group.

The IA function was performed by the in-house Internal Audit Department (“IAD”) and the total costs incurred
during the financial year was RM811,000.

During the financial year, the IAD has performed regular audit assignments namely financial, operational as well
as compliance audits on subsidiaries covering all major operating areas. These were carried out in accordance
with the annual audit plan or special ad-hoc audit at the request of the AC. Internal Audit reports were issued to
the AC regularly and tabled at the AC meetings. The reports incorporated audit findings, audit recommendations
and management’s responses with regards to any audit finding on the weaknesses in the systems and
controls of the operations. The IAD also follow up with the management on the implementation of agreed audit
recommendations.
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STATEMENT ON RISK MANAGEMENT
AND INTERNAL CONTROL

The Board of Directors (“the Board”) of W T K Holdings Berhad (“WTK” or “the Company”) Group (“the Group”) is
committed to maintaining a sound system of risk management and is pleased to present the Statement on Risk
Management and Internal Control which complies with Paragraph 15.26(b) of the Main Market Listing Requirements of
Bursa Malaysia Securities Berhad and guided by the Statement on Risk Management and Internal Control: Guidelines
for Directors of Listed Issuers. The Statement on Risk Management and Internal Control outlines the state of risk
management and internal control of the Group.

THE BOARD’S RESPONSIBILITY

The Board recognises that a sound system of internal control and risk management is an integral part of good
corporate governance. The Board acknowledges its overall responsibility for the Group’s internal control and risk
management system to safeguard the shareholders’ investment and the Group’s assets. The internal control and risk
management system is subject to regular evaluations on their adequacy and effectiveness by the Audit Committee.

The internal control and risk management system covers not only financial controls but operational, management of
risks and compliance controls as well. In view of the inherent limitations in any system, the internal control and risk
management system is designed to manage rather than eliminate the risk of failure to achieve its corporate objectives.
Accordingly, it can only provide reasonable assurance but not absolute assurance against material misstatement or
loss.

RISK MANAGEMENT FRAMEWORK

The Group has adopted a risk management framework that sets out the risk management governance, guidelines,
processes and control responsibilities with the objective of maintaining a sound internal control system. It seeks
to ensure that the Group has established the appropriate risk management infrastructure encompassing the risk
assessment process, organisational oversight and reporting function to instil the appropriate discipline and control
around continuously improving risk management capabilities.

The Board has oversight over this area through the Board Risk Management Committee (“BRMC”). The BRMC,
supported by the Internal Audit Department with the responsibility of monitoring and reviewing the appropriate risk
management framework to ensure that it is responsive to the changes in the Group’s Corporate Structure. The Group’s
Enterprise Risk Management (“ERM”) framework is based on the Enterprise Risk Management framework of the
Committee of Sponsoring Organisations (“COSQ”), and principally the Group has:

A structured and systematic risk assessment, monitoring and reporting framework;

Heightened risk awareness culture in the business processes through risk owners’ accountability;

Fostered a culture of continuous improvement in risk management through risk review meetings; and

Provided a system to manage the central accumulation of risk profiles data with risk significance rating for the
profiles as a tool for prioritising risk action plans.

The Group has in place on-going processes for the identification, assessment, reporting, treatment, monitoring and
review of major strategic, business and operation risks within the Group, as described below:

Risk identification
ERM process begins with the business strategies and objectives; and review prior to the commencement of
every financial year. Subsequently, risks arising from the business strategies and objectives to be pursued are

identified. The risks identified are the internal and external risks that pose threat.

Risks identified are assessed to determine their impact on the relevant business strategies or objectives and their
likelihood of occurrence.

Risk assessment

A consistent approach in determining the risk likelihood and risk impact is adopted across the Group to reflect
the risk appetite. The process in risk assessment is establishing the context, identify the risks, analyse the risks,
evaluate and prioritise the risks.
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STATEMENT ON RISK MANAGEMENT
AND INTERNAL CONTROL

cont’d

RISK MANAGEMENT FRAMEWORK (CONT’D)

The Group has in place on-going processes for the identification, assessment, reporting, treatment, monitoring and
review of major strategic, business and operation risks within the Group, as described below: (cont’d)

Risk reporting and review

The risk profiles of the subsidiaries are tabled to the BRMC which is focused on risk mitigation strategies based
on risk ratings are reviewed on a quarterly basis.

Monitoring on risks and mitigating measures for risks are included as part of the quarterly risk reporting.

KEY ELEMENTS OF INTERNAL CONTROL

The Group has in place a system of internal control which encompasses all types of control including those of a
financial, operational, environmental and compliance nature. The key elements of the Group’s internal control system
include the following:

Clearly defined organisational structure with defined reporting lines;

Clearly documented standard operating procedure manuals which include the system flows and clearly defined
job description for the purpose of succession planning;

Defined level of authorities and lines of responsibilities from operating units up to the Board level to ensure
accountabilities for risk management and internal control activities;

Experienced and competent staffs are placed to support and continuously monitor the effectiveness of the
Group’s internal control system;

Written communication of the Group’s code of ethics and conducts, policies and procedures;

Establishment of Board Committees, namely Audit Committee, BRMC, Nomination Committee and Remuneration
Committee to assist the Board in discharging its duties;

Clearly defined objectives and terms of reference of the various Board Committees established by the Board;
Internal Audit Function provides assurance of the adequacy and effectiveness of the system of internal
control, risk management processes and compliance framework within the Group. Regular internal audit visits
are undertaken to review the adequacy and effectiveness of the internal control procedures and governance
processes;

Review of Internal Audit Reports and follow-up on findings by the Audit Committee;

Regular Board, BRMC and Audit Committee meetings to assess the Group’s internal controls, performance and
risks;

Management Committee monitors the operations of the operating units; the Management Committee is chaired
by the Managing Director, assisted by the Chief Financial Officer and other senior management officers;

Submission and presentation of annual budgets by the operating unit heads to the Management Committee for
review and endorsement;

Review of monthly management accounts with focus on performance and achievement of budgets set by the
Management Committee;

Management Committee meets periodically with the respective operating unit heads to deliberate on quarterly
results and business strategies in response to changing business environment; and

Regular visits to the subsidiaries by the members of Management Committee are carried out and reports any
areas of concern thereof to the Board on a quarterly basis.
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STATEMENT ON RISK MANAGEMENT
AND INTERNAL CONTROL

cont’d

INTERNAL AUDIT FUNCTION

The Board has established an Internal Audit Function (“IAF”), to provide independent assurance on the adequacy
and effectiveness of the Group’s system of internal controls and the function is centralised at the Group level. The
IAF reports their findings and recommendations to the Audit Committee of the Group on a quarterly basis. However,
the IAF may report to the Audit Committee on more frequent basis if circumstances arise. The Audit Committee by
reviewing the IAF and by inquiring with the Group’s management, will then inform the Board on the adequacy and
effectiveness of the Group’s system of internal control, risk management processes and compliance framework.

It undertakes regular and systematic reviews on system of internal control and governance processes to ensure
reasonable assurance that such system operates satisfactorily and effectively within the respective subsidiaries across
the Group.

MONITORING AND REVIEW OF THE ADEQUACY, EFFECTIVENESS AND INTEGRITY OF THE SYSTEM OF RISK
MANAGEMENT AND INTERNAL CONTROL

The processes adopted to monitor and review the adequacy, effectiveness and integrity of the system of risk
management and internal control include:

° Periodic confirmation by the reporting unit heads on the effectiveness of the system of risk management and
internal control, highlighting any weaknesses and changes in risk profile. All audit findings, recommendations and
management actions are rigorously deliberated upon at BRMC and Audit Committee before being reported to the
Board; and

° Periodic examination of business processes and the state of internal control by IAF. Reports on the reviews
carried out by the IAF are submitted to the Audit Committee on a regular basis.

The monitoring, review and reporting arrangements in place provide reasonable assurance that the structure of
controls and its operations are appropriate to the Group’s operations and that risks are at an acceptable level
throughout the Group’s businesses. Such arrangements, however, do not eliminate fully that possibility of human
error, deliberate circumvention of control procedures by employees and others, or the occurrence of unforeseeable
circumstances. The Board is of the view that the system of risk management and internal control in place for the year
under review is adequate and effective to safeguard shareholders’ investments, stakeholders’ interests and the Group’s
assets.

WEAKNESSES IN RISK MANAGEMENT AND INTERNAL CONTROL SYSTEM THAT RESULT IN MATERIAL
LOSSES

There were no material losses reported during the financial year under review as a result of weaknesses in the system
of risk management and internal control. The Management continues to assess and take measures to strengthen the
control environment.

ASSURANCE

The Board has received reasonable assurance from the Managing Director and the Chief Financial Officer that the
Group’s risk management and internal control system is operating adequately and effectively, in all material aspects,
based on the risk management and internal control system of the Group.

Based on the foregoing, there were no major internal control weaknesses identified that may result in any material loss,
contingencies or uncertainties to the Group during the financial year ended 31 December 2019, that would require
disclosure in this Annual Report.
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STATEMENT ON RISK MANAGEMENT
AND INTERNAL CONTROL

cont’d

REVIEW OF THE STATEMENT BY EXTERNAL AUDITORS

The external auditors have reviewed the Statement on Risk Management and Internal Control in accordance with
Malaysian Approved Standard on Assurance Engagements, ISAE 3000, Assurance Engagements Other than Audits
or Reviews of Historical Financial Information and AAPG 3, Guidance for Auditors on Engagements to Report on the
Statement on Risk Management and Internal Control included in the Annual Report issued by Malaysian Institute of
Accountants for inclusion in the Annual Report of the Group for the year ended 31 December 2019 and reported to the
Board that nothing has come to their attention that causes them to believe that this Statement is inconsistent with their
understanding of the process adopted by the Board in the review of the adequacy, effectiveness and integrity of the
risk management and internal control system of the Group.

CONCLUSION

The Board and Management are committed to operating a sound system of risk management and internal control
which will continue to be reviewed, updated and improved in line with changes in the operating environment. The
Board also notes that no system of internal control can provide absolute assurance against the occurrence of losses,
material errors, poor judgement in decision-making, fraud, human error or other irregularities.

The Board believes that, in the absence of any evidence to the contrary, the system of internal controls, including
financial, operational; and compliance controls and risk management systems, maintained by the Group’s management
and that was in place throughout the financial year and up to and as of the date of this report, is adequate to meet the
needs of the Group in its current business environment.

The Statement on Risk Management and Internal Control is made in accordance with the resolutions of the Board of
Directors dated 29 May 2020.
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STATEMENT OF DIRECTORS’ RESPONSIBILITY
IN PREPARING THE FINANCIAL STATEMENTS

The Directors are required by the Companies Act 2016 (“CA”) to prepare the financial statements for each financial
year in accordance with the applicable Approved Accounting Standards in Malaysia and the requirements of the CA.
The Directors are responsible to take reasonable steps to ensure that the financial statements give a true and fair
view of the financial position of the Group and of the Company at the end of the financial year, and of the financial
performance and cash flows of the Group and of the Company for the financial year then ended.

In preparing the financial statements, the Directors have:

Adopted the relevant and appropriate accounting policies and applied them consistently;
Made judgements and estimates that are reasonable and prudent;

Adopted all applicable Financial Reporting Standards; and

Prepared financial statements on a going concern basis.

The Directors are responsible for ensuring that proper accounting records are kept. The accounting records should
disclose with reasonable accuracy the financial position of the Group and of the Company to enable the Directors to
ensure that the financial statements comply with the requirements of the CA.

The Directors are also responsible for taking such steps as are reasonably open to them to safeguard the assets of the
Group and of the Company to prevent and detect fraud and other irregularities.
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DIRECTORS’ REPORT

The directors hereby submit their report together with the audited financial statements of the Group and of the
Company for the financial year ended 31 December 2019.

PRINCIPAL ACTIVITIES
The principal activity of the Company is investment holding.

The information on the name, place of incorporation, principal activities and percentage of issued capital held by the
holding company in each subsidiary is as disclosed in Note 18 to the financial statements.

RESULTS OF OPERATIONS

Group Company

RM’000 RM’000

(Loss)/Profit from continuing operations (114,219) 9,958

Attributable to:

Owners of the Company (111,266) 9,958
Non-controlling interests (2,953) -
(114,219) 9,958

In the opinion of the directors, the results of operations of the Group and of the Company during the financial year
have not been substantially affected by any item, transaction or event of a material and unusual nature.

DIVIDENDS

The amount of dividend paid by the Company since 31 December 2018 was as follows:

In respect of the financial year ended 31 December 2018 as reported in the directors’ report of that year:

RM’000

Final single-tier dividend of 1.50 sen net per share, declared on 14 June 2019 and paid on 22 July
2019 7,162

At the forthcoming Annual General Meeting, a final single-tier dividend in respect of the financial year ended 31
December 2019, of 1.00 sen net per share on 481,344,552 ordinary shares, less shares bought back and held as
treasury shares as at the date of this report amounting to a dividend payable of approximately RM4,752,000 will
be proposed for shareholders’ approval. The financial statements for the current financial year do not reflect this
proposed dividend. Such dividend, if approved by the shareholders, will be accounted for in shareholders’ equity as an
appropriation of retained earnings in the financial year ending 31 December 2020.

RESERVES AND PROVISIONS

There were no material transfers to or from reserves or provisions during the financial year other than as disclosed in
the financial statements.

ISSUE OF SHARES AND DEBENTURES

The Company has not issued any new shares or debentures during the financial year.
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DIRECTORS’ REPORT

cont’d

DIRECTORS

The directors of the Company in office during the financial year and during the period from the end of the financial year
to the date of this report are:

Dato’ Sri Patrick Wong Haw Yeong*

Tham Sau Kien

Alfian Bin Mohamed Basir

Y.A.M. Tengku Sulaiman Shah Al-Haj Ibni Alimarhum Sultan Salahuddin Abdul Aziz Shah Al-Haj
Tan Sri Datuk Seri Panglima Sulong Bin Matjeraie (Appointed on 1 March 2019)

Lim Hong Hin* (Appointed on 2 January 2020)

Wong Kie Chie (Resigned on 2 January 2019)

Lt. General Datuk Seri Panglima Abdul Manap bin lbrahim (rtd) (Retired on 14 June 2019)

Ting Soon Eng (Retired on 1 March 2020)

* Directors of the Company and certain of its subsidiaries.

The Directors of the subsidiaries in office during the financial year and during the period from the end of the financial
year to the date of this report, excluding those who are already the Directors of the Company are:

Pemanca Datuk Sir Wong Kie Yik Nayun Ak Sanup

Abdul Kadir @ Kadir Bin Zainuddin Tan Sri Bustari Bin Yusuf

Ahadon Bin Haji Abdul Rahman Tuan Haji Iskandar Bin Haji Razali

Azmi Bin Haji Bujang Datin Sri Annie Wong Haw Bing

Connie Lim @ Chan Yoke Mooi Ulrick Sim Wei Han (Appointed on 30 January 2020)
Datuk Dr. Haji Abdul Rashid Bin Mohd Azis Kiew Hen San (Resigned on 30 January 2020)
Datuk Mohammad Tufail Bin Mahmud Hamdan Haji Marais

In accordance with Clause 76(3) of the Company’s Constitution, Dato’ Sri Patrick Wong Haw Yeong and Mr. Alfian Bin
Mohamed Basir retire by rotation from the Board at the forthcoming Annual General Meeting and, being eligible, offer
themselves for re-election.

In accordance with Clause 78 of the Company’s Constitution, Mr. Lim Hong Hin who was appointed during the year,
retires from the Board at the forthcoming Annual General Meeting and, being eligible, offers himself for re-election.

DIRECTORS’ BENEFITS

Neither at the end of the financial year, nor at any time during that year, did there subsist any arrangement to which the
Company was a party, whereby the directors might acquire benefits by means of acquisition of shares in or debentures
of the Company or any other body corporate.

Since the end of the previous financial year, no director has received or become entitled to receive a benefit (other than
benefits included in the aggregate amount of emoluments received or due and receivable by the directors or the fixed
salary of a full-time employee of the Company as shown in Note 10 to the financial statements) by reason of a contract
made by the Company or a related corporation with any director or with a firm of which he is a member, or with a
company in which he has a substantial financial interest, except as disclosed in Note 35 to the financial statements.

INDEMNITY AND INSURANCE FOR DIRECTORS AND OFFICERS

The Company maintains directors’ liability insurance for purposes of Section 289 of the Companies Act 2016,
throughout the year, which provides appropriate insurance cover for the directors of the Company. The amount of
insurance premium paid during the year amounted to RM27,815.
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DIRECTORS’ INTERESTS

According to the register of directors’ shareholdings, the interests of directors in office at the end of the financial year
in the shares of the Company and its related corporations during the financial year were as follows:

Number of ordinary shares in the Company

As at As at
Name of director 1.1.2019 Bought Sold 31.12.2019

Direct Interest:

Dato’ Sri Patrick Wong Haw Yeong 1,000,000 - - 1,000,000
Alfian Bin Mohamed Basir 3,203,313 - (2,376,000) 827,313

Other than as disclosed above, none of the other directors in office at the end of the financial year had any interest in
the shares of the Company or its related corporations during the financial year.
TREASURY SHARES

At the Annual General Meeting held on 14 June 2019, the Company obtained a renewal of shareholders’ mandate to
purchase its own shares on Bursa Malaysia Securities Berhad.

As at 31 December 2019, the Company held as treasury shares a total of 3,871,000 of its 481,344,552 issued ordinary
shares. Such treasury shares are held at a carrying amount of RM8,156,195 and further details are disclosed in Note
32(b) to the financial statements.

SUBSEQUENT EVENTS

The details of such event are disclosed in Note 44 to the financial statements.

OTHER STATUTORY INFORMATION

(@) Before the financial statements of the Group and of the Company were prepared, the directors took reasonable
steps:

(i) to ascertain that proper action had been taken in relation to the writing off of bad debts and the making of
allowance for doubtful debts and satisfied themselves that all known bad debts had been written off and
that adequate provision had been made for doubtful debts; and

(i)  to ensure that any current assets which were unlikely to be realised in the ordinary course of business
including the value of current assets as shown in the accounting records of the Group and of the Company
had been written down to an amount which the current assets might be expected so to realise.

(b) At the date of this report, the directors are not aware of any circumstances which would render:

(i) the amount written off for bad debts or the amount of the allowance for doubtful debts in the financial
statements of the Group and of the Company inadequate to any substantial extent; and

(i)  the values attributed to the current assets in the financial statements of the Group and of the Company
misleading.

() At the date of this report, the directors are not aware of any circumstances which have arisen which would
render adherence to the existing method of valuation of assets or liabilities of the Group and of the Company
misleading or inappropriate.
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cont’d

OTHER STATUTORY INFORMATION (CONT’D)

(d) At the date of this report, the directors are not aware of any circumstances not otherwise dealt with in this report
or financial statements of the Group and of the Company which would render any amount stated in the financial
statements misleading.

(e) As at the date of this report, there does not exist:

()  any charge on the assets of the Group or of the Company which has arisen since the end of the financial
year which secures the liabilities of any other person; or

(i)  any contingent liability of the Group or of the Company which has arisen since the end of the financial year.
() In the opinion of the directors:

(i) no contingent or other liability has become enforceable or is likely to become enforceable within the period
of twelve months after the end of the financial year which will or may affect the ability of the Group or of the
Company to meet their obligations when they fall due; and

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

AUDITORS

The auditors, Deloitte PLT, have expressed their willingness to continue in office.

AUDITORS’ REMUNERATION

The amount receivable as remuneration by the auditors for the financial year ended 31 December 2019 is as disclosed
in Note 8 to the financial statements.

Signed on behalf of the Board in accordance with a resolution of the directors dated 29 May 2020.

Tan Sri Datuk Seri Panglima Dato’ Sri Patrick Wong Haw Yeong
Sulong Bin Matjeraie
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STATEMENT BY DIRECTORS

Pursuant to Section 251(2) of the Companies Act 2016

We, Tan Sri Datuk Seri Panglima Sulong Bin Matjeraie and Dato’ Sri Patrick Wong Haw Yeong, being two of the
directors of W T K Holdings Berhad, do hereby state that, in the opinion of the directors, the accompanying financial
statements are drawn up in accordance with Malaysian Financial Reporting Standards, International Financial
Reporting Standards and the requirements of the Companies Act 2016 in Malaysia so as to give a true and fair view
of the financial position of the Group and of the Company as at 31 December 2019 and of their financial performance
and cash flows for the year then ended.

Signed on behalf of the Board in accordance with a resolution of the directors dated 29 May 2020.

Tan Sri Datuk Seri Panglima Dato’ Sri Patrick Wong Haw Yeong
Sulong Bin Matjeraie

STATUTORY DECLARATION

Pursuant to Section 251(1)(b) of the Companies Act 2016

I, Lai Soon Ong, (MIA membership no: 30519) being the officer primarily responsible for the financial management of
W T K Holdings Berhad, do solemnly and sincerely declare that the accompanying financial statements of the Group
and of the Company are in my opinion correct, and | make this solemn declaration conscientiously believing the same
to be true and by virtue of the provisions of the Statutory Declarations Act, 1960.

Subscribed and solemnly declared by the

abovenamed Lai Soon Ong at Kuala Lumpur,
Wilayah Persekutuan on 29 May 2020. Lai Soon Ong

Before me,

Tan Seok Kett
Commissioner for Oaths



|
58 W T KHOLDINGS BERHAD 197001000863 (10141-M)

INDEPENDENT AUDITORS’ REPORT

to the members of W T K Holdings Berhad (Incorporated in Malaysia)

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of W T K Holdings Berhad (the “Company”) and its subsidiaries (the
“Group”), which comprise the statements of financial position as at 31 December 2019 of the Group and of the
Company, and the statements of profit or loss and other comprehensive income, statements of changes in equity
and statements of cash flows of the Group and of the Company for the year then ended, and notes to the financial
statements, including a summary of significant accounting policies, as set out on pages 62 to 167.

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

Basis for Opinion

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

Independence and Other Ethical Responsibilities

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

Key Audit Matters

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

There was no key audit matter identified for the Company. The key audit matters referred to below are in respect of
W T K Holdings Berhad at the Group level.
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to the members of W T K Holdings Berhad (Incorporated in Malaysia)

Key Audit Matters (cont’d)

cont’d

Key audit matters Our audit performed and responses thereon

Impairment assessment of goodwill

As at 31 December 2019, before any impairment
assessment was carried out, goodwill of RM22.9 million
and RM1.3 million was allocated to the Group’s Timber
division (“Timber CGU”) and Trading division (“Trading
CGU?”) respectively. Impairment assessment of goodwill
is determined to be a Key Audit Matter as it involves
significant management judgement and estimate.

As required by MFRS 136 Impairment of Assets, an
impairment assessment of goodwill is performed at least
annually or whenever there is an indicator of impairment.
As part of this assessment, the Group determined the
recoverable amount of goodwill based on value-in-use
calculations using discounted cash flow projections
(“DCF”) of both the Timber CGU and Trading CGU.

As a result of the Group’s assessment, the recoverable
amount of the Timber CGU was lower than its carrying
amount by RM19.6 million, therefore resulting in an
impairment expense of the same being recognised in
profit or loss for the year.

Further disclosures relevant to the significant judgements
and estimates used in the goodwill impairment
assessment is disclosed in Note 21 to the financial
statements.

Our audit procedures in this area consisted, amongst
others, of the following:

- Inquired management to understand and evaluate the
process and relevant controls in developing the DCF;

- Assessed the appropriateness of the methodology
adopted by management, the mathematical accuracy
of the DCF and obtained an understanding of the
basis for management’s judgements and estimates;

- Performed retrospective assessment of forecast
figures used in the previous DCF to assess the
reliability of management’s estimates;

- Assessed and challenged the reasonableness of
management’s judgements and estimates used in
the DCF, which includes comparing them to historical
performances, benchmarking against the industry
and evaluating market forecasts;

- Involved our internal valuation specialists to assess
the appropriateness of the discount rate applied;

- Evaluated the work of our internal valuation
specialists which include the relevance and
reasonableness of their assessment;

- Performed sensitivity analysis on the key estimates
underpinning the DCF such as the discount rate and
terminal growth rate to evaluate the robustness of the
DCF;

- Assessed the results of the impairment assessment
by comparing the recoverable amount of the Timber
CGU and Trading CGU to its carrying amount; and

- Assessed the appropriateness of the disclosures
made in the Group’s financial statements.

Information Other than the Financial Statements and Auditors’ Report Thereon

The directors of the Company are responsible for the other information. The other information comprises the
information included in the annual report, but does not include the financial statements of the Group and of the

Company and our auditors’ report thereon.

Our opinion on the financial statements of the Group and of the Company does not cover the other information and we

do not express any form of assurance conclusion thereon.
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INDEPENDENT AUDITORS’ REPORT

to the members of W T K Holdings Berhad (Incorporated in Malaysia)
cont’d

Information Other than the Financial Statements and Auditors’ Report Thereon (cont’d)

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

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

Responsibilities of the Directors for the Financial Statements

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

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

Auditors’ Responsibilities for the Audit of the Financial Statements

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

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

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

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

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

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



L
ANNUAL REPORT 2019 61

INDEPENDENT AUDITORS’ REPORT

to the members of W T K Holdings Berhad (Incorporated in Malaysia)
cont’d

Auditors’ Responsibilities for the Audit of the Financial Statements (cont’d)

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

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

We communicate with the directors regarding, among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

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

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

Report on Other Legal and Regulatory Requirements

In accordance with the requirements of the Companies Act 2016 in Malaysia, we report that the subsidiary of which we
have not acted as auditors, is disclosed in Note 18 to the financial statements.

Other Matter

This report is made solely to the members of the Company, as a body, in accordance with Section 266 of the
Companies Act 2016 in Malaysia and for no other purpose. We do not assume responsibility to any other person for
the content of this report.

DELOITTE PLT (LLP0010145-LCA)
Chartered Accountants (AF0080)

WONG KING YU
Partner - 03194/06/2021 J
Chartered Accountant

Kuching
29 May 2020
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STATEMENTS OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME

for the financial year ended 31 December 2019

Group Company

2019 2018 2019 2018
Note RM’000 RM’000 RM’000 RM’000

Continuing Operations

Revenue 4 589,744 816,187 14,455 27,597
Cost of sales 5 (584,321) (736,102) - -
Gross profit 5,423 80,085 14,455 27,597
Other income 6 17,742 28,855 717 622
Other items of expense
Selling and distribution expenses (37,365) (54,129) - -
Administrative and other expenses (68,895) (46,042) (4,879) (4,847)
Finance costs 7 (10,206) (10,527) (22) (1,028)
(Loss)/Profit before tax 8 (93,301) (1,758) 10,271 22,344
Income tax expense 11 (20,918) (4,329) (313) (383)
(Loss)/Profit from continuing operations,

net of tax (114,219) (6,087) 9,958 22,311
Discontinued Operation
Profit from discontinued operation, net of tax 12(c) - 84,601 - -
(Loss)/Profit for the year, net of tax (114,219) 78,514 9,958 22,311
Other comprehensive (loss)/income
Other comprehensive loss that may

be reclassified to profit or loss in

subsequent periods:
Foreign currency translation (362) (45) - -
Other comprehensive (loss)/income that

will not be reclassified to profit or loss

in subsequent periods:
Gain/(Loss) on fair value changes on

financial assets at fair value through other

comprehensive income 74 (294) 63 (271)
Re-measurement loss on retirement benefit

obligations 28 (184) - - -
Other comprehensive (loss)/income for the

year, net of tax (472) (839) 63 271)

Total comprehensive (loss)/income for the
year (114,691) 78,175 10,021 22,040
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STATEMENTS OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME

for the financial year ended 31 December 2019
cont’d

Group Company

2019 2018 2019 2018
RM’000 RM’000 RM’000 RM’000

(Loss)/Profit attributable to:

Owners of the Company (111,266) 81,198 9,958 22,311
Non-controlling interests (2,953) (2,684) - -
(114,219) 78,514 9,958 22,311

Total comprehensive (loss)/income
attributable to:

Owners of the Company (111,738) 80,859 10,021 22,040
Non-controlling interests (2,953) (2,684) - -
(114,691) 78,175 10,021 22,040

(Loss)/Earnings per share attributable to
owners of the Company (sen per share)

Basic/Diluted 13 (23.30) 17.00

Loss per share from continuing
operations attributable to owners of the
Company (sen per share)

Basic/Diluted 13(a) (23.30) (0.72)

Earnings per share from discontinued
operation attributable to owners of the
Company (sen per share)

Basic/Diluted 13(b) - 17.72

Net dividends (sen per share) 43 1.50 1.00

The accompanying notes form an integral part of the financial statements.
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STATEMENTS OF FINANCIAL POSITION

as at 31 December 2019

Group
2019 2018

RM’000 RM’000

ASSETS

Non-current assets

Property, plant and equipment 14 565,465 715,128
Prepaid land lease payments 15 - 31,000
Investment properties 16 15,637 16,010
Right-of-use assets 17 127,832 -
Investment in subsidiaries 18 - -
Investment in associates 19 - -
Other investments 20 513 439
Intangible assets 21 18,119 43,906
Biological assets 22 58,916 63,303
Deferred tax assets 23 - -

786,482 869,786

Current assets

Prepaid land lease payments 15 - 1,000
Biological assets 22 929 396
Inventories 24 117,284 130,148
Trade and other receivables 25 53,196 81,070
Other current assets 26 6,028 10,453
Cash and bank balances 27 383,160 384,226

560,597 607,293
TOTAL ASSETS 1,347,079 1,477,079

EQUITY AND LIABILITIES

Current liabilities

Retirement benefit obligations 28 319 181
Loans and borrowings 29 133,746 118,526
Trade and other payables 30 64,188 93,498
Income tax payable 2,292 2,668
Lease liabilities 31 642 -

201,187 214,873

Net current assets 359,410 392,420
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STATEMENTS OF FINANCIAL POSITION

as at 31 December 2019

EQUITY AND LIABILITIES (CONT’D)

Non-current liabilities
Deferred tax liabilities
Retirement benefit obligations
Loans and borrowings

Lease liabilities

TOTAL LIABILITIES
Net assets

Equity attributable to owners of the Company
Share capital

Treasury shares

Other reserves

Retained earnings

Non-controlling interests
TOTAL EQUITY

TOTAL EQUITY AND LIABILITIES

23
28
29
31

32
32
33
34

Group

2019
RM’000

cont’d

2018
RM’000

58,665 43,175
1,754 1,918
103,116 119,483
6,580 -
170,115 164,576
371,302 379,449
975,777 1,097,630
309,346 309,346
(8,156) (8,156)
5,188 5,476
679,237 797,849
985,615 1,104,515
(9,838) (6,885)
975,777 1,097,630
1,347,079 1,477,079

The accompanying notes form an integral part of the financial statements.
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as at 31 December 2019
cont’d

Company
2019 2018
RM’000 RM’000
ASSETS
Non-current assets
Property, plant and equipment 14 85 115
Investment properties 16 17,165 17,530
Right-of-use assets 17 180 -
Investments in subsidiaries 18 422,274 422,274
Other investments 20 381 318
Finance lease receivable 230 -
440,315 440,237
Current assets
Trade and other receivables 25 1,191 34,689
Other current assets 26 107 258
Cash and bank balances 27 68,542 31,464
69,840 66,411
TOTAL ASSETS 510,155 506,648

EQUITY AND LIABILITIES

Current liabilities

Trade and other payables 30 5,629 5,520
Lease liabilities 31 172 -
Income tax payable 77 -

5,878 5,520
Net current assets 63,962 60,891

Non-current liabilities

Deferred tax liabilities 23 502 453
Lease liabilities 31 241 -

743 453
TOTAL LIABILITIES 6,621 5,973
Net assets 503,534 500,675

Equity attributable to owners of the Company

Share capital 32 309,346 309,346
Treasury shares 32 (8,156) (8,156)
Other reserves 33 133 70
Retained earnings 34 202,211 199,415
TOTAL EQUITY 503,534 500,675
TOTAL EQUITY AND LIABILITIES 510,155 506,648

The accompanying notes form an integral part of the financial statements.
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STATEMENTS OF CASH FLOWS

for the financial year ended 31 December 2019

Group Company

2019 2018 2019 2018
RM’000 RM’000 RM’000 RM’000

Operating activities
(Loss)/Profit before tax:

- continuing operations (93,301) (1,758) 10,271 22,344
- discontinued operation 12(c) - 84,601 - -
(93,301) 82,843 10,271 22,344

Adjustments for:
Allowance for impairment of financial assets:

- other receivables 8 - 36 - -
Amortisation:

- timber rights 8 6,154 6,154 - -

- prepaid land lease payments 8 - 1,000 - -
Bad debts written off 8 6 35,273 - 232
Depreciation:

- property, plant and equipment 8 62,053 58,017 30 45

- investment properties 8 373 375 365 366

- right-of-use assets 8 3,512 - 77 -
Dividend income from:

- investment securities 4,6 9) (19) 9) 9)

- subsidiaries 4 - - (13,295) (25,905)
Gain on deconsolidation of a subsidiary 6 - (117,085) - -
Impairment loss on goodwill 8 19,633 - - -
Interest expense 7 10,206 10,759 22 1,028
Interest income 4,6 (10,979) (12,224) (1,151) (1,683)
Inventories written down to net realisable

value 8 5,405 83 - -
Inventories written off 8 39 41 - -
Net loss/(gain) on disposal of:

- property, plant and equipment 6,8 2,833 4,412 - (20)
Net loss/(gain) arising from changes in fair

value of biological assets 6,8 5,031 (7,860) - -
Property, plant and equipment written off 8 22 285 - -
Retirement benefit obligations 9 183 165 - -
Reversal of allowance for impairment of

trade and other receivables 6 (18) 49) - -
Reversal of impairment loss on inventories 6 (153) - - -
Share of results of associates 12(c) - (31) - -
Unrealised loss on foreign exchange 8 75 137 - -

Total adjustments 104,366 (20,531) (13,961) (25,946)
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STATEMENTS OF CASH FLOWS

for the financial year ended 31 December 2019
cont’d

Group Company

2019 2018 2019 2018
RM’000 RM’000 RM’000 RM’000

Operating activities (cont’d)

Operating profit/(loss) before working capital

changes 11,065 62,312 (3,690) (3,602)
Changes in working capital:
Inventories 7,579 (18,676) - -
Receivables 27,826 (9,933) 33,614 (228)
Payables (29,323) (24,669) 109 (42)
Other current assets 883 121 (27) )
Cash flows generated from/(used in)

operations 18,030 9,155 30,006 (3,874)
Income taxes paid, net of tax refund (2,264) (8,296) 9) (234)
Interest paid (9,825) (11,135) - (1,028)
Interest received 10,979 12,224 1,151 1,683
Payment of retirement benefits 28 (393) (854) - -
Net cash from/(used in) operating

activities 16,527 1,594 31,148 (3,453)

Investing activities

Addition of biological assets 22 (1,177) (1,717) - -
Purchase of:

- property, plant and equipment 14(b) (6,231) (11,164) - -

- right-of-use assets 17 (3,100) - - -
Proceeds from disposal of:

- property, plant and equipment 2,628 1,417 - 20
Net dividend received from:

- subsidiaries 4 - - 13,295 25,905

- investment securities 4,6 9 19 9 9
Net cash outflow from deconsolidation of a

subsidiary 12(b) - (338) - -
Net cash (used in)/from investing

activities (7,871) (11,783) 13,304 25,934

Financing activities

Dividends paid to owners of the Company 43 (7,162) (4,775) (7,162) (4,775)
Drawdown of term loans 445 8,019 - -
Drawdown of trade financing facilities 46,560 92,136 - -
Repayment of lease liabilities (631) - (190) -
Interest paid for lease liabilities (381) - (22) -
Repayment of finance leases (928) (1,231) - -
Repayment of term loans (15,131) (28,502) - -
Repayment of trade financing facilities (33,079) (94,560) - (34,700)
Net cash used in financing activities (10,307) (28,913) (7,374) (39,475)
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STATEMENTS OF CASH FLOWS

for the financial year ended 31 December 2019
cont’d

Company

2019 2018 2019 2018
RM’000 RM’000 RM’000 RM’000

Net (decrease)/increase in cash and cash
equivalents (1,651) (89,102) 37,078 (16,994)

Effects of exchange rate changes (400) (46) - -

Net cash and cash equivalents at
beginning of year 382,847 421,995 31,464 48,458

Net cash and cash equivalents at end of
year 27 380,796 382,847 68,542 31,464

The accompanying notes form an integral part of the financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

for the financial year ended 31 December 2019

CORPORATE INFORMATION

The Company is a public limited liability company, incorporated and domiciled in Malaysia, and is listed on the
Main Market of Bursa Malaysia Securities Berhad. The registered office of the Company is located at Lot No.
25(A), 25th Floor, UBN Tower, No. 10, Jalan P. Ramlee, 50250 Kuala Lumpur.

The principal activity of the Company is investment holding.

The information on the name, place of incorporation, principal activities and percentage of issued capital held by
the holding company in each subsidiary is as disclosed in Note 18 to the financial statements.

There have been no significant changes in the nature of these principal activities during the financial year.

The financial statements were authorised for issue by the Board of Directors in accordance with a resolution of

the directors on 29 May 2020.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

2.1 Basis of preparation
The financial statements of the Group and of the Company have been prepared in accordance with
Malaysian Financial Reporting Standards (“MFRS”), International Financial Reporting Standards (“IFRS”)
and the requirements of the Companies Act 2016 in Malaysia. At the beginning of the current financial year,
the Group and the Company adopted new and revised MFRSs which are mandatory for financial periods

beginning 1 January 2019 as described more fully in Note 2.2.

The financial statements of the Group and of the Company have been prepared on the historical cost basis,
unless otherwise indicated in the summary of accounting policies below.

The financial statements are presented in Ringgit Malaysia (RM) and all values are rounded to the nearest
thousand (RM’000) except when otherwise indicated.

2.2 Application of New and revised MFRS
In the current year, the Group and the Company have applied a number of MFRS, amendments to MFRS

and IC Interpretation issued by the Malaysian Accounting Standards Board (“MASB”) that are mandatorily
effective for an accounting period that begins on or after 1 January 2019:

MFRS 16 Leases

Amendments to MFRS 9 Prepayment Features with Negative Compensation
Amendments to MFRS 119 Plan Amendment, Curtailment or Settlement
Amendments to MFRS 128 Long-term Interests in Associates and Joint Ventures
Amendments to MFRSs Annual Improvements to MFRSs 2015-2017

IC Interpretation 23 Uncertainty over Income Tax Treatments

The adoption of these new MFRS, amendments to MFRS and IC Interpretation has had no material impact
on the disclosures or on the amounts recognised in the financial statements except as discussed below:

Impact of initial application of MFRS 16 Leases

In the current year, the Group and the Company have applied MFRS 16 Leases (as issued by the MASB in
April 2016) that is effective for annual periods that begin on or after 1 January 2019.

MFRS 16 introduces new or amended requirements with respect to lease accounting. It introduces
significant changes to lessee accounting by removing the distinction between operating and finance
lease and requiring the recognition of a right-of-use asset and a lease liability at commencement for all
leases, except for short-term leases and leases of low value assets when such recognition exemptions are
adopted. In contrast to lessee accounting, the requirements for lessor accounting have remained largely
unchanged. Details of these new requirements are described in Note 2.27. The impact of the adoption of
MFRS 16 on the Group’s and the Company’s financial statements are described below.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

2.2 Application of New and revised MFRS (cont’d)

Impact of initial application of MFRS 16 Leases (cont’d)

The date of initial application of MFRS 16 for the Group and the Company is 1 January 2019.

The Group and the Company have applied MFRS 16 using the cumulative catch-up approach, under which
there is no cumulative effect of initial application to the opening balance of retained earnings at the date of
initial application (i.e. 1 January 2019). Accordingly, the comparative information presented for 2018 has not
been restated.

(a)

(b)

Impact of the new definition of a lease

The Group and the Company have made use of the practical expedient available on transition to
MFRS 16 not to reassess whether a contract is or contains a lease. Accordingly, the definition of a
lease in accordance with MFRS 117 and IC Interpretation 4 will continue to be applied to those leases
entered or changed before 1 January 2019.

The change in definition of a lease mainly relates to the concept of control. MFRS 16 determines
whether a contract contains a lease on the basis of whether the customer has the right to control the
use of an identified asset for a period of time in exchange for consideration. This is in contrast to the
focus on ‘risks and rewards’ in MFRS 117 and IC Interpretation 4.

The Group and the Company apply the definition of a lease and related guidance set out in MFRS
16 to all lease contracts entered into or changed on or after 1 January 2019 (whether it is a lessor
or a lessee in the lease contract). In preparation for the first-time application of MFRS 16, the Group
and the Company have assessed that the new definition in MFRS 16 will not significantly change the
scope of contracts that meet the definition of a lease for the Company.

Impact on Lessee Accounting
(i) Operating leases

MFRS 16 changes how the Group and the Company account for leases previously classified as
operating leases under MFRS 117, which were off balance sheet.

Applying MFRS 16, for all leases (except as noted below), the Group and the Company:

a) Recognises right-of-use assets and lease liabilities in the statement of financial position,
initially measured at the present value of the future lease payments, with the right-of-use
asset adjusted by the amount of any prepaid or accrued lease payments in accordance
with MFRS 16;

b) Recognises depreciation of right-of-use assets and interest on lease liabilities in the
statement of profit or loss;

c) Separates the total amount of cash paid into a principal portion (presented within financing
activities) and interest (presented within financing activities) in the statement of cash flows.

Lease incentives (e.g. rent free period) are recognised as part of the measurement of the right-
of-use assets and lease liabilities whereas under MFRS 117 they resulted in the recognition of a
lease incentive, amortised as a reduction of rental expenses on a straight line basis.

Under MFRS 16, right-of-use assets are tested for impairment in accordance with MFRS 136.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)
2.2 Application of New and revised MFRS (cont’d)
(b) Impact on Lessee Accounting (cont’d)
(i) Operating leases (cont’d)

For short-term leases (lease term of 12 months or less) and leases of low-value assets (those
assets valued at less than RM20,000), the Group and the Company have opted to recognise
a lease expense on a straight-line basis as permitted by MFRS 16. This expense is presented
within ‘administrative expenses’ in profit or loss.

The Group and the Company have used the following practical expedients when applying the
cumulative catch-up approach to leases previously classified as operating leases applying
MFRS 117.

o The Group and the Company have applied a single discount rate to a portfolio of leases
with reasonably similar characteristics.

° The Group and the Company have adjusted the right-of-use asset at the date of initial
application by the amount of provision for onerous leases recognised under MFRS 137 in
the statement of financial position immediately before the date of initial application as an
alternative to performing an impairment review.

° The Group and the Company have elected not to recognise right-of-use assets and lease
liabilities to leases for which the lease term ends within 12 months of the date of initial
application.

° The Group and the Company have excluded initial direct costs from the measurement of
the right-of-use asset at the date of initial application.

° The Group and the Company have used hindsight when determining the lease term when
the contract contains options to extend or terminate the lease.

(i) Finance leases

For leases that were classified as finance leases applying MFRS 117, the carrying amount of the
leased assets and obligations under finance leases measured applying MFRS 117 immediately
before the date of initial application is reclassified to right-of-use assets and lease liabilities
respectively without any adjustments, except in cases where the Group and the Company have
elected to apply the low-value lease recognition exemption.

The right-of-use asset and the lease liability are accounted for applying MFRS 16 from 1
January 2019.

(c) Impact on Lessor Accounting
MFRS 16 does not change substantially how a lessor accounts for leases. Under MFRS 16, a lessor
continues to classify leases as either finance leases or operating leases and account for those two

types of leases differently.

However, MFRS 16 has changed and expanded the disclosures required, in particular regarding how a
lessor manages the risks arising from its residual interest in leased assets.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

2.2 Application of New and revised MFRS (cont’d)

(d)

Financial impact of initial application of MFRS 16

The weighted average lessees incremental borrowing rate applied to lease liabilities recognised in the
statement of financial position on 1 January 2019 ranges from 3.45% to 5.63% per annum.

The following table shows the operating lease commitments disclosed applying MFRS 117 at 31

December 2018, discounted using the incremental borrowing rate at the date of initial application and
the lease liabilities recognised in the statement of financial position at the date of initial application.

Group
RM’000

Operating lease commitments at 31 December 2018 182
Leases of low value assets (10)
Effect of discounting the above amounts (6)
Lease liabilities additionally recognised based on the initial application of MFRS 16 6,450
Lease liabilities recognised at 1 January 2019 6,616

Right-of-use assets were measured at the amount equal to the lease liabilities, adjusted by the
amount of any prepaid or accrued lease payments relating to that lease recognised in the statements
of financial position immediately before the date of initial application. Consequently, right-of-use
assets and lease liabilities of the Group of RM6,616,000 were recognised on 1 January 2019.

Leasehold lands of the Group previously classified as finance lease under MFRS117 and previously
presented within property, plant and equipment and prepaid land lease payments with a net carrying
amount of RM120,391,000 have been reclassified to right-of-use assets under MFRS16 at the date of
initial application.

There is no financial impact of initial application of MFRS 16 on 1 January 2019 to the Company.



L
ANNUAL REPORT 2019 77

NOTES TO THE FINANCIAL STATEMENTS

for the financial year ended 31 December 2019
cont’d

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)
2.3 New and revised MFRS in issue but not yet effective

At the date of authorisation of these financial statements, the Group and the Company have not applied
the following MFRS, amendments to MFRS and IC Interpretation that have been issued but are not yet

effective:
MFRSs Amendments to References to the Conceptual Framework in MFRS
Standards’

Amendments to MFRS 9 Interest Rate Benchmark Reform’

MFRS 17 Insurance Contracts?

Amendments to MFRS 3 Definition of a Business'

Amendments to MFRS 10 and Sale or Contribution of Assets between an Investor and its Associate or
MFRS 128 Joint Venture*

Amendments to MFRS 101 Classification of liabilities as Current or Non-current®

Amendments to MFRS 101 and  Definition of Material
MFRS 108

! Effective for annual periods beginning on or after 1 January 2020, with earlier application permitted.

2 Effective for annual periods beginning on or after 1 January 2021, with earlier application
permitted. On 17 March 2020, the International Accounting Standards Board (“IASB”) had deferred
the effective date of IFRS 17 to annual reporting periods beginning on or after 1 January 2023.
The Board also decided to extend the exemption currently in place for some insurers regarding the
application of IFRS 9 Financial Instruments to enable them to implement both IFRS 9 and IFRS 17 at
the same time. The IASB expects to issue the amendments to IFRS 17 in the second quarter of 2020.

8 Effective for annual periods beginning on or after 1 January 2022, with earlier application permitted.

4 Effective for annual periods beginning on or after a date to be determined.

The directors anticipate that the abovementioned MFRS, amendments to MFRS and IC Interpretation will
be adopted in the financial statements of the Group and of the Company when they become mandatorily
effective for adoption. The directors are currently assessing the impact of the abovementioned MFRS,
amendments to MFRS and IC Interpretation. As of the date of authorisation of issue of the financial
statements, this assessment process is still on-going. Thus, the impact of adopting the abovementioned
MFRS, amendments to MFRS and IC Interpretation cannot be determined and estimated reliably now until
the process is complete.

2.4 Basis of consolidation
The consolidated financial statements comprise the financial statements of the Company and its
subsidiaries as at the reporting date. The financial statements of the subsidiaries used in the preparation of
the consolidated financial statements are prepared for the same reporting date as the Company. Consistent
accounting policies are applied for like transactions and events in similar circumstances.

The Company controls an investee if and only if the Company has all the following:

(i) Power over the investee (i.e. existing rights that give it the current ability to direct the relevant
activities of the investee);

(i)  Exposure, or rights, to variable returns from its investment with the investee; and

(i)  The ability to use its power over the investee to affect its returns.
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2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

2.4 Basis of consolidation (cont’d)

When the Company has less than a majority of the voting rights of an investee, the Company considers
the following in assessing whether or not the Company’s voting rights in an investee are sufficient to give it
power over the investee:

()  The size of the Company’s holding of voting rights relative to the size and dispersion of holdings of
the other vote holders;

(i)  Potential voting rights held by the Company, other vote holders or other parties;
(i)  Rights arising from other contractual arrangements; and

(iv)  Any additional facts and circumstances that indicate that the Company has, or does not have, the
current ability to direct the relevant activities at the time that decisions need to be made, including
voting patterns at previous shareholders’ meetings.

Subsidiaries are consolidated when the Company obtains control over the subsidiary and ceases when the
Company loses control of the subsidiary. All intra-group balances, income and expenses and unrealised
gains and losses resulting from intra-group transactions are eliminated in full.

Losses within a subsidiary are attributed to the non-controlling interests even if that results in a deficit
balance.

Changes in the Group’s ownership interests in subsidiaries that do not result in the Group losing control
over the subsidiaries are accounted for as equity transactions. The carrying amounts of the Group’s
interests and the non-controlling interests are adjusted to reflect the changes in their relative interests in
the subsidiaries. The resulting difference is recognised directly in equity and attributed to owners of the
Company.

Business combinations

Acquisitions of subsidiaries are accounted for using the acquisition method. The cost of an acquisition
is measured as the aggregate of the consideration transferred, measured at acquisition date fair value
and the amount of any non-controlling interests in the acquiree. The Group elects on a transaction-by-
transaction basis whether to measure the non-controlling interests in the acquiree either at fair value or at
the proportionate share of the acquiree’s identifiable net assets. Transaction costs incurred are expensed
and included in administrative expenses.

Any contingent consideration to be transferred by the acquirer will be recognised at fair value at the
acquisition date. Subsequent changes in the fair value of the contingent consideration which is deemed to
be an asset or liability, will be recognised in accordance with MFRS 9 either in profit or loss or as a change to
other comprehensive income. If the contingent consideration is classified as equity, it will not be remeasured.
Subsequent settlement is accounted for within equity. In instances where the contingent consideration does
not fall within the scope of MFRS 9, it is measured in accordance with the appropriate MFRS.

If the business combination is achieved in stages, the acquisition date fair value of the acquirer’s previously
held equity interest in the acquiree is remeasured to fair value at the acquisition date through profit or loss.

Goodwill is initially measured at cost, being the excess of the aggregate of the consideration transferred
and the amount recognised for non-controlling interests over the net identifiable assets acquired and
liabilities assumed. If this consideration is lower than fair value of the net assets of the subsidiary acquired,
the difference is recognised in profit or loss. The accounting policy for goodwill is set out in Note 2.12(a).

An associate is an entity in which the Group has significant influence. Significant influence is the power to
participate in the financial and operating policy decisions of the investee but is not control or joint control
over those policies.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)
2.4 Basis of consolidation (cont’d)
Business combinations (cont’d)

A joint venture is a joint arrangement whereby the parties that have joint control of the arrangement have
rights to the net assets of the joint arrangement. Joint control is the contractually agreed sharing of control
of an arrangement, which exists only when decisions about the relevant activities require the unanimous
consent of the parties sharing control.

2.5 Subsidiaries

In the Company’s separate financial statements, investments in subsidiaries are accounted for at cost less
impairment losses. On disposal of such investments, the difference between net disposal proceeds and
their carrying amounts is included in profit or loss.

2.6 Associates and joint ventures

An associate is an entity in which the Group has significant influence. Significant influence is the power to
participate in the financial and operating policy decisions of the investee but is not control or joint control
over those policies.

A joint venture is a joint arrangement whereby the parties that have joint control of the arrangement have
rights to the net assets of the joint arrangement. Joint control is the contractually agreed sharing of control
of an arrangement, which exists only when decisions about the relevant activities require the unanimous
consent of the parties sharing control.

On acquisition of an investment in associate or joint venture, any excess of the cost of investment over
the Group’s share of the net fair value of the identifiable assets and liabilities of the investee is recognised
as goodwill and included in the carrying amount of the investment. Any excess of the Group’s share of
the net fair value of the identifiable assets and liabilities over the cost of investment after reassessment, is
recognised immediately in profit or loss for the period in which the investment is acquired.

An associate or a joint venture is equity accounted for from the date on which the investee becomes an
associate or a joint venture.

The Group’s interest in associate or joint venture are equity accounted. Under the equity method,
investments in associates or joint venture are carried in the consolidated statement of financial position
at cost plus post acquisition changes in the Group’s share of net assets of the associate or joint venture,
less distribution received and any impairment in value of individual investment. Any change in other
comprehensive income (“OCI”) of these investees is presented as part of the Group’s OCI.

The consolidated statement of comprehensive income reflects the share of the associate’s or joint venture’s
results after tax. Where there has been a change recognised directly in the equity of associates or joint
ventures, the Group recognises its share of such change. Unrealised gains or losses on transactions
between the Group and its associates or joint ventures are eliminated to the extent of the Group’s interest
in the associates or joint ventures. When the Group’s share of losses exceeds its interest in associates or
joint ventures, the Group does not recognise further losses except to the extent that the Group has incurred
legal or constructive obligations or made payments on behalf of the associates or joint ventures.

The financial statements of the associates and joint ventures are prepared as of the same reporting date as
the Company. Where necessary, adjustments are made to bring the accounting policies in line with those of
the Group.
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cont’d
2.
2.6
2.7
2.8

Associates and joint ventures (cont’d)

After application of the equity method, the Group applies MFRS 9 Financial Instruments to determine
whether it is necessary to recognise any additional impairment loss with respect to its net investment in
the associates or joint ventures. When necessary, the entire carrying amount of the investment is tested
for impairment in accordance with MFRS 136 Impairment of Assets as a single asset, by comparing its
recoverable amount (higher of value in use and fair value less cost to sell) with its carrying amount. Any
impairment loss is recognised in profit or loss. Reversal of an impairment loss is recognised to the extent
that the recoverable amount of the investment subsequently increases.

In the Company’s separate financial statements, investments in associates and joint ventures are accounted
for at cost less impairment losses. On disposal of such investments, the difference between net disposal
proceeds and their carrying amounts is included in profit or loss.

Transactions with non-controlling interests

Non-controlling interests represent the equity in subsidiaries not attributable, directly or indirectly, to owners
of the Company, and are presented separately in the consolidated statement of profit or loss and other
comprehensive income and within the equity in the consolidated statement of financial position, separately
from equity attributable to owners of the Company.

Changes in the Company ownership interest in a subsidiary that do not result in a loss of control are
accounted for as equity transactions. In such circumstances, the carrying amounts of the controlling and
non-controlling interests are adjusted to reflect the changes in their relative interest in the subsidiary. Any
difference between the amount by which the non-controlling interests are adjusted and the fair value of the
consideration paid or received is recognised directly in equity and attributed to owners of the Company.

Foreign currency
(@) Functional and presentation currency

The individual financial statements of each entity in the Group are measured using the currency
of the primary economic environment in which the entity operates (“the functional currency”).
The consolidated financial statements are presented in Ringgit Malaysia (“RM”), which is also the
Company’s functional currency.

(b) Foreign currency transactions

Transactions in foreign currencies are measured in the respective functional currencies of the
Company and its subsidiaries and are recorded on initial recognition in the functional currencies at
exchange rates approximating those ruling at the transaction dates. Monetary assets and liabilities
denominated in foreign currencies are translated at the rate of exchange ruling at the reporting date.
Non-monetary items denominated in foreign currencies that are measured at historical cost are
translated using the exchange rates as at the dates of the initial transactions. Non-monetary items
denominated in foreign currencies measured at fair value are translated using the exchange rates at
the date when the fair value was determined.

Exchange differences arising on the settlement of monetary items or on translating monetary items at
the reporting date are recognised in profit or loss except for exchange differences arising on monetary
items that form part of the Group’s net investment in foreign operations, which are recognised initially
in other comprehensive income and accumulated under foreign currency translation reserve in equity.
The foreign currency translation reserve is reclassified from equity to profit or loss of the Group on
disposal of the foreign operation.

Exchange differences arising on the translation of non-monetary items carried at fair value are
included in profit or loss for the period except for the differences arising on the translation of non-
monetary items in respect of which gains and losses are recognised directly in equity. Exchange
differences arising from such non-monetary items are also recognised directly in equity.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)
2.8 Foreign currency (cont’d)
(c) Subsidiary with foreign currency as its functional currency

° Assets and liabilities for each statement of financial position presented are translated at the
closing rate prevailing at the financial year end;

o Income and expenses for each statement of comprehensive income or separate income
statement presented are translated at average quarterly exchange rates, which approximate the
exchange rates at the dates of the transactions;

° All resulting exchange differences are recognised directly in other comprehensive income. On
disposal of a subsidiary with foreign currency as its functional currency, the cumulative amount
recognised in other comprehensive income and accumulated in equity under foreign currency
translation reserve relating to that particular subsidiary is recognised in profit or loss; and

° Goodwill and fair value adjustments arising on the acquisition of foreign operations are treated
as assets and liabilities of the foreign operations and are recorded in the functional currency of
the foreign operations and translated at the closing rate at the reporting date.

2.9 Property, plant and equipment

All items of property, plant and equipment are initially recorded at cost. The cost of an item of property,
plant and equipment is recognised as an asset if, and only if, it is probable that future economic benefits
associated with the item will flow to the Group and to the Company and the cost of the item can be
measured reliably.

Subsequent to recognition, property, plant and equipment except for freehold land are measured at cost
less accumulated depreciation and accumulated impairment losses. When significant parts of property,
plant and equipment are required to be replaced in intervals, the Group and the Company recognise such
parts as individual assets with specific useful lives and depreciation, respectively. Likewise, when a major
inspection is performed, its cost is recognised in the carrying amount of the plant and equipment as a
replacement if the recognition criteria are satisfied. All other repair and maintenance costs are recognised in
profit or loss as incurred.

Freehold land has an unlimited useful life and therefore is not depreciated. Long and short-term leasehold
land are amortised over its remaining lease term. Construction in progress are also not depreciated as
these assets are not available for use.

Depreciation of other property, plant and equipment is provided for on a straight-line basis to write off the
cost of each asset to its residual value over the estimated useful life, at the following annual rates:

Factory buildings and improvements 2% -10%
Furniture, fittings, equipment, renovations and installations 2.9% - 20%
Plant, machinery, moulds and loose tools 2.5% - 14.3%
Motor vehicles 5% - 25%
Road, bridges and wharf 2% -16.7%

The carrying values of property, plant and equipment are reviewed for impairment when events or changes
in circumstances indicate that the carrying value may not be recoverable.

The residual value, useful life and depreciation method are reviewed at each financial year-end, and
adjusted prospectively, if appropriate.

An item of property, plant and equipment is derecognised upon disposal or when no future economic
benefits are expected from its use or disposal. Any gain or loss on derecognition of the asset is included in
the profit or loss in the year the asset is derecognised.
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cont’d

2.
2.9
2.10
2.11
2.12

Property, plant and equipment (cont’d)

Bearer plants are defined as living plants that are used in the production or supply of agricultural produce
and for which there is only a remote likelihood that the plant will also be sold as agricultural produce.
Bearer plants (before maturity) representing oil palm nursery and immature plantations are measured at
cost which consists of the costs incurred in the preparation of the nursery, purchase of seedlings and
maintenance of the oil palm plantation. A plantation is considered matured approximately 3 years upon
completion of field planting. No depreciation is computed for bearer plants (before maturity). Bearer plants
(after maturity) are measured at cost less accumulated depreciation and any accumulated impairment
losses. Bearer plants (after maturity) are depreciated over the estimated useful lives of the bearer plants of
25 years.

Reclassification to investment property

When the use of a property changes from owner-occupied to investment property, the property is
remeasured to fair value and reclassified accordingly. Any gain arising on this remeasurement is recognised
in profit or loss to the extent that it reverses a previous impairment loss on the specific property, with any
remaining gain recognised in other comprehensive income and presented in the revaluation reserve. Any
loss is recognised in profit or loss.

Investment properties

Investment properties are properties which are held either to earn rental income or for capital appreciation
of the Group.

Properties which are occupied by the companies in the Group are accounted for as property, plant and
equipment under Note 2.9.

Investment properties are stated at cost less accumulated depreciation and impairment losses, consistent
with the accounting policy for property, plant and equipment as stated in Note 2.9.

Depreciation is charged to the profit or loss on a straight-line basis over the estimated useful lives of 14 to
33 years.

The residual value, useful life and depreciation method are reviewed at each financial year-end, and
adjusted prospectively, if appropriate.

Upon the disposal of an investment property, the difference between the net disposal proceeds and the
carrying amount is recognised in the profit or loss.

Intangible assets
(@) Goodwill

Goodwill is initially measured at cost. Following initial recognition, goodwill is measured at cost less
accumulated impairment losses.

For the purpose of impairment testing, goodwill acquired is allocated, from the acquisition date, to
each of the Group’s cash-generating units that are expected to benefit from the synergies of the
combination.

The cash-generating unit to which goodwill has been allocated is tested for impairment annually and
whenever there is an indication that the cash-generating unit may be impaired, by comparing the
carrying amount of the cash-generating unit, including the allocated goodwill, with the recoverable
amount of the cash-generating unit. Where the recoverable amount of the cash-generating unit is less
than the carrying amount, an impairment loss is recognised in the profit or loss. Impairment losses
recognised for goodwill are not reversed in subsequent periods.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)
2.12 Intangible assets (cont’d)
(@) Goodwill (cont’d)

Where goodwill forms part of a cash-generating unit and part of the operation within that cash-
generating unit is disposed of, the goodwill associated with the operation disposed of is included in
the carrying amount of the operation when determining the gain or loss on disposal of the operation.
Goodwill disposed of in this circumstance is measured based on the relative fair values of the
operations disposed of and the portion of the cash-generating unit retained.

Goodwill and fair value adjustments arising on the acquisition of foreign operation on or after 1
January 2006 are treated as assets and liabilities of the foreign operations and are recorded in the
functional currency of the foreign operations and translated in accordance with the accounting policy
set out in Note 2.8.

Goodwill and fair value adjustments which arose on acquisitions of foreign operation before 1 January
2006 are deemed to be assets and liabilities of the Company and are recorded in RM at the rates
prevailing at the date of acquisition.

(b) Other intangible assets

Intangible assets acquired separately are measured initially at cost. The cost of intangible assets
acquired in a business combination is their fair value as at the date of acquisition. Following
initial acquisition, intangible assets are measured at cost less any accumulated amortisation and
accumulated impairment losses.

Intangible assets with finite useful lives are amortised over the estimated useful lives and assessed
for impairment whenever there is an indication that the intangible asset may be impaired. The
amortisation period and the amortisation method are reviewed at least at each financial year-end.
Changes in the expected useful life or the expected pattern of consumption of future economic
benefits embodied in the asset is accounted for by changing the amortisation period or method,
as appropriate, and are treated as changes in accounting estimates. The amortisation expense on
intangible assets with finite lives is recognised in profit or loss.

Intangible assets with indefinite useful lives or not yet available for use are tested for impairment
annually, or more frequently if the events and circumstances indicate that the carrying value may
be impaired either individually or at the cash-generating unit level. Such intangible assets are not
amortised. The useful life of an intangible asset with an indefinite useful life is reviewed annually to
determine whether the useful life assessment continues to be supportable. If not, the change in useful
life from indefinite to finite is made on a prospective basis.

Gains or losses arising from derecognition of an intangible asset are measured as the difference

between the net disposal proceeds and the carrying amount of the asset and are recognised in profit
or loss when the asset is derecognised.

Timber rights

This represents initial cost incurred in obtaining the right to fell, extract and harvest merchantable
timber logs from the concession area granted under forest timber licence.

Timber rights are stated at cost less accumulated amortisation and accumulated impairment losses.

Amortisation is charged to the profit or loss on a straight-line basis over the unexpired period of the
timber licences.
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2.13

2.14

2.15

2.16

Prepaid land lease payments

Prepaid land lease payments are initially measured at cost. Following initial recognition, prepaid land lease
payments are measured at cost less accumulated amortisation and accumulated impairment losses. The
prepaid land lease payments are amortised over their lease terms.

Biological assets
Biological assets comprise produce growing on bearer plants and planted trees.

Biological assets of oil palm fresh fruit bunches (“FFB”) are classified as current assets for bearer plants
that are expected to be harvested and sold or used for production on a date not more than 15 days after
the reporting date. Biological assets of planted trees are classified as non-current assets for trees that are
expected to be harvested and sold or used for production on a date more than 1 year after the reporting
date respectively.

Biological assets are measured at fair value less costs to sell. Any gains or losses arising from changes in
the fair value less costs to sell are recognised in profit or loss.

Discontinued operation

A discontinued operation is a component of the Group’s business, the operations and cash flows of which
can be clearly distinguished from the rest of the Group and which:

- represents a separate major line of business or geographic area of operations;

- is part of a single co-ordinated plan to dispose of a separate major line of business or geographic
area of operations; or

- is a subsidiary acquired exclusively with a view to re-sale.

Classification as a discontinued operation occurs at the earlier of disposal or when the operation meets the
criteria to be classified as held-for-sale.

When an operation is classified as a discontinued operation, the comparative statement of profit or loss
and other comprehensive income is re-presented as if the operation had been discontinued from the start
of the comparative year.

Impairment of non-financial assets

The Group assesses at each reporting date whether there is an indication that an asset may be impaired.
If any such indication exists, or when an annual impairment assessment for an asset is required, the Group
makes an estimate of the asset’s recoverable amount.

An asset’s recoverable amount is the higher of an asset’s fair value less costs to sell and its value in use.
For the purpose of assessing impairment, assets are grouped at the lowest levels for which there are
separately identifiable cash flows (cash-generating units (“CGU”)).

In assessing value in use, the estimated future cash flows expected to be generated by the asset are
discounted to their present value using a pre-tax discount rate that reflects current market assessments of
the time value of money and the risks specific to the asset. Where the carrying amount of an asset exceeds
its recoverable amount, the asset is written down to its recoverable amount. Impairment losses recognised
in respect of a CGU or groups of CGUs are allocated first to reduce the carrying amount of any goodwill
allocated to those units or groups of units and then, to reduce the carrying amount of the other assets in
the unit or groups of units on a pro-rata basis.
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2.16 Impairment of non-financial assets (cont’d)

Impairment losses are recognised in profit or loss except for assets that are previously revalued where the
revaluation was taken to other comprehensive income. In this case the impairment is also recognised in
other comprehensive income up to the amount of any previous revaluation.

An assessment is made at each reporting date as to whether there is any indication that previously
recognised impairment losses may no longer exist or may have decreased. A previously recognised
impairment loss is reversed only if there has been a change in the estimates used to determine the asset’s
recoverable amount since the last impairment loss was recognised. If that is the case, the carrying amount
of the asset is increased to its recoverable amount. That increase cannot exceed the carrying amount that
would have been determined, net of depreciation, had no impairment loss been recognised previously.
Such reversal is recognised in profit or loss unless the asset is measured at revalued amount, in which
case the reversal is treated as a revaluation increase. Impairment loss on goodwill is not reversed in a
subsequent period.

2.17 Financial assets

Financial assets are recognised in the statements of financial position when, and only when, the Group and
the Company become a party to the contractual provisions of the financial instrument.

Financial assets are initially measured at fair value. Transaction costs that are directly attributable to the
acquisition or issue of financial assets (other than financial assets at fair value through profit or loss) are
added to or deducted from the fair value of the financial assets, as appropriate, on initial recognition.
Transaction costs directly attributable to the acquisition of financial assets at fair value through profit or loss
are recognised immediately in profit or loss.

All regular way purchases or sales of financial assets are recognised and derecognised on a trade date
basis. Regular way purchases or sales are purchases or sales of financial assets that require delivery of
assets within the time frame established by regulation or convention in the marketplace.

Classification of financial assets

Debt instruments that meet the following conditions are measured subsequently at amortised cost:

° 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.

(@) Amortised cost and effective interest method

The effective interest method is a method of calculating the amortised cost of a debt instrument and
of allocating interest income over the relevant period.

For financial assets other than purchased or originated credit-impaired financial assets (i.e. assets that
are credit-impaired on initial recognition), the effective interest rate is the rate that exactly discounts
estimated future cash receipts (including all fees and points paid or received that form an integral part
of the effective interest rate, transaction costs and other premiums or discounts) excluding expected
credit losses, through the expected life of the debt instrument, or, where appropriate, a shorter period,
to the gross carrying amount of the debt instrument on initial recognition. For purchased or originated
credit-impaired financial assets, a credit-adjusted effective interest rate is calculated by discounting
the estimated future cash flows, including expected credit losses, to the amortised cost of the debt
instrument on initial recognition.
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2.17 Financial assets (cont’d)

Classification of financial assets (cont’d)

(@) Amortised cost and effective interest method (cont’d)

The amortised cost of a financial asset is the amount at which the financial asset is measured at
initial recognition minus the principal repayments, plus the cumulative amortisation using the effective
interest method of any difference between that initial amount and the maturity amount, adjusted for
any loss allowance. The gross carrying amount of a financial asset is the amortised cost of a financial
asset before adjusting for any loss allowance.

Interest income is recognised using the effective interest method for debt instruments measured
subsequently at amortised cost and at fair value through other comprehensive income (“FVTOCI”).
For financial instruments other than purchased or originated credit-impaired financial assets, interest
income is calculated by applying the effective interest rate to the gross carrying amount of a financial
asset, except for financial assets that have subsequently become credit-impaired. For financial
assets that have subsequently become credit-impaired, interest income is recognised by applying the
effective interest rate to the amortised cost of the financial asset. If, in subsequent reporting periods,
the credit risk on the credit-impaired financial instrument improves so that the financial asset is no
longer credit-impaired, interest income is recognised by applying the effective interest rate to the
gross carrying amount of the financial asset.

For purchased or originated credit-impaired financial assets, the Group and the Company recognise
interest income by applying the credit-adjusted effective interest rate to the amortised cost of the financial
asset from initial recognition. The calculation does not revert to the gross basis even if the credit risk of the
financial asset subsequently improves so that the financial asset is no longer credit-impaired.

(b) Fair value through other comprehensive income

Equity instruments

This category comprises investments in equity securities that are not held for trading, and the Group
and the Company irrevocably elect to present subsequent changes in the investment’s fair value in
other comprehensive income. This election is made on an investment-by-investment basis. Dividends
are recognised as income in profit or loss unless the dividend clearly represents a recovery of part of
the cost of investment. Other net gains or losses are recognised in other comprehensive income. On
derecognition, gains or losses accumulated in other comprehensive income are not reclassified to
profit or loss.

(c) Unquoted equity instruments carried at cost

If there is objective evidence (such as significant adverse changes in the business environment where
the issuer operates, probability of insolvency or significant financial difficulties of the issuer) that
an impairment loss on financial assets carried at cost has been incurred, the amount of the loss is
measured as the difference between the asset’s carrying amount and the present value of estimated
future cash flows discounted at the current market rate of return for a similar financial asset. Such
impairment losses are not reversed in subsequent periods.

The Group and the Company derecognise a financial asset only when the contractual rights to the cash
flows from the asset expire, or when it transfers the financial asset and substantially all the risks and
rewards of ownership of the asset to another entity. If the Group and the Company neither transfer nor
retain substantially all the risks and rewards of ownership and continue to control the transferred asset,
the Group and the Company recognise its retained interest in the asset and an associated liability for
amounts it may have to pay. If the Group and the Company retain substantially all the risks and rewards of
ownership of a transferred financial asset, the Group and the Company continue to recognise the financial
asset and also recognise a collateralised borrowing for the proceeds received.

On derecognition of a financial asset measured at amortised cost, the difference between the asset’s
carrying amount and the sum of the consideration received and receivable is recognised in profit or loss.
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2.18 Impairment of financial assets
(@) Amortised cost and effective interest method

The Group and the Company measure loss allowances at an amount equal to lifetime expected credit
loss, except for debt securities that are determined to have low credit risk at the reporting date, cash
and bank balance and other debt securities for which credit risk has not increased significantly since
initial recognition, which are measured at 12-month expected credit loss. When determining whether
the credit risk of a financial asset has increased significantly since initial recognition and when
estimating expected credit loss, the Group and the Company consider reasonable and supportable
information that is relevant and available without undue cost or effort. This includes both quantitative
and qualitative information and analysis, based on the Group’s and Company’s historical experience
and informed credit assessment and including forward-looking information, where available. The
Group and the Company assume that the credit risk on a financial asset have increased significantly
if it is past due. The Group and the Company consider a financial asset to be in default when the
borrower is unlikely to pay its credit obligations to the Group and the Company in full, without
recourse by the Group and the Company to action such as realising security. Lifetime expected credit
losses are the expected credit losses that result from all possible default events over the expected
life of the asset, while 12-month expected credit losses are the portion of expected credit losses
that result from default events that are possible within the 12 months after the reporting date. The
maximum period considered when estimating expected credit losses is the maximum contractual
period over which the Group and the Company are exposed to credit risk. An impairment loss in
respect of financial assets measured at amortised cost is recognised in profit or loss and the carrying
amount of the asset is reduced through the use of an allowance account.

At each reporting date, the Group and the Company assess whether financial assets carried at
amortised cost are credit-impaired. A financial asset is credit impaired when one or more events that
have a detrimental impact on the estimated future cash flows of the financial asset have occurred.
The gross carrying amount of a financial asset is written off (either partially or full) to the extent that
there is no realistic prospect of recovery. This is generally the case when the Group and the Company
determine that the debtor does not have assets or sources of income that could generate sufficient
cash flows to repay the amounts subject to the write-off. However, financial assets that are written off
could still be subject to enforcement activities in order to comply with the Group’s and the Company’s
procedures for recovery amounts due.

(b) Unquoted equity securities carried at cost

If there is objective evidence (such as significant adverse changes in the business environment where
the issuer operates, probability of insolvency or significant financial difficulties of the issuer) that
an impairment loss on financial assets carried at cost has been incurred, the amount of the loss is
measured as the difference between the asset’s carrying amount and the present value of estimated
future cash flows discounted at the current market rate of return for a similar financial asset. Such
impairment losses are not reversed in subsequent periods.

2.19 Fair value measurement

The Group and the Company measure financial instruments at fair value at the end of each reporting
period. Also, fair values of financial instruments measured at amortised cost are disclosed in Note 39.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The fair value measurement is based on
the presumption that the transaction to sell the asset or transfer the liability takes place either:

- In the principal market for the asset or liability, or

- In the absence of a principal market, in the most advantageous market for the asset or liability.
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2.19

2.20

Fair value measurement (cont’d)

The principal or the most advantageous market must be accessible to by the Group and the Company. The
fair value of an asset or a liability is measured using the assumptions that market participants would use
when pricing the asset or liability, assuming that market participants act in their economic best interest.

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

The Group and the Company use valuation techniques that are appropriate in the circumstances and for
which sufficient data are available to measure fair value, maximising the use of relevant observable inputs
and minimising the use of unobservable inputs.

All assets and liabilities for which fair values is measured or disclosed in the financial statements are
categorised within the fair value hierarchy, described as follows, based on the lowest level input that is
significant to the fair value measurements as a whole:

- Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities

- Level 2 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable

- Level 3 - Valuation techniques for which lowest level input that is significant to the fair value
measurement is unobservable

For assets and liabilities that are recognised in the financial statements on a recurring basis, the Group and
the Company determine whether transfers have occurred between Levels in the hierarchy by re-assessing
categorisation (based on the lowest level input that is significant to the fair value measurement as a whole)
at the end of each reporting period.

For the purpose of fair value disclosures, the Group and the Company have determined classes of assets
and liabilities on the basis of nature, characteristics and risks of the assets or liability and the level of the
fair value hierarchy as explained above.

Cash and cash equivalents

Cash and bank balances in the statements of financial position comprise cash at banks and on hand and
short-term deposits which are subject to an insignificant risk of changes in value.

For the purpose of the statements of cash flows, cash and cash equivalents consist of cash and short-term
deposits, as defined above, net of outstanding bank overdrafts and fixed deposits pledged to licensed
financial institutions as they are considered an integral part of the Group’s cash management.

The Group and the Company adopt the indirect method in preparation of the statements of cash flows.
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2.21 Inventories

Inventories are stated at lower of cost and net realisable value. Costs incurred in bringing the inventories to
their present location and condition are accounted for as follows:

- Raw materials: purchase costs at cost valued at either first-in-first-out or weighted average cost formula.

- Finished goods and work-in-progress: cost of raw materials, direct labour, an appropriate proportion
of fixed and variable factory overheads.

- Consumable inventories are stated at cost and are valued at either first-in-first-out or weighted
average cost formula.

- Properties held for resale (vacant lots) are stated at the lower of cost and net realisable value. Cost
is determined on the specific identification basis and includes costs of land, construction and
appropriate development overheads.

Net realisable value is the estimated selling price in the ordinary course of business less estimated costs of
completion and the estimated costs necessary to make the sale.

2.22 Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a
past event, it is probable that an outflow of economic resources will be required to settle the obligation and
the amount of the obligation can be estimated reliably.

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. If it is no
longer probable that an outflow of economic resources will be required to settle the obligation, the provision
is reversed. If the effect of the time value of money is material, provisions are discounted using a current
pre-tax rate that reflects, where appropriate, the risks specific to the liability. When discounting is used, the
increase in the provision due to the passage of time is recognised as a finance cost.

Onerous contracts

Present obligations arising under onerous contracts are recognised and measured as provisions. An onerous
contract is considered to exist where the Group has a contract under which the unavoidable costs of meeting
the obligations under the contract exceed the economic benefits expected to be received from the contract.

2.23 Financial liabilities

Financial liabilities are classified according to the substance of the contractual arrangements entered into
and the definitions of a financial liability.

Financial liabilities, within the scope of MFRS 9, are recognised in the statements of financial position when, and
only when, the Group and the Company become a party to the contractual provisions of the financial instrument.

All financial liabilities of the Group and the Company are measured subsequently at amortised cost using
the effective interest method.

The effective interest method is a method of calculating the amortised cost of a financial liability and of
allocating interest expense over the relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash payments (including all fees and points paid or received that form an integral
part of the effective interest rate, transaction costs and other premiums or discounts) through the expected
life of the financial liability, or (where appropriate) a shorter period, to the amortised cost of a financial liability.

The Group and the Company derecognise financial liabilities when, and only when, the Group’s and the
Company’s obligations are discharged, cancelled or have expired. The difference between the carrying amount
of the financial liability derecognised and the consideration paid and payable is recognised in profit or loss.
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2.24

2.25

2.26

Financial guarantee contracts

A financial guarantee contract is a contract that requires the issuer to make specified payments to
reimburse the holder for a loss it incurs because a specified debtor fails to make payment when due.

Financial guarantee contracts are recognised initially as a liability at fair value, net of transaction costs.
Subsequent to initial recognition, financial guarantee contracts are recognised as income in profit or loss
over the period of the guarantee. If the debtor fails to make payment relating to financial guarantee contract
when it is due and the Group, as the issuer, is required to reimburse the holder for the associated loss,
the liability is measured at the higher of the best estimate of the expenditure required to settle the present
obligation at the reporting date and the amount initially recognised less cumulative amortisation.

Borrowing costs

Borrowing costs are capitalised as part of the cost of a qualifying asset if they are directly attributable to
the acquisition, construction or production of that asset. Capitalisation of borrowing costs commences
when the activities to prepare the asset for its intended use or sale are in progress and the expenditures
and borrowing costs are incurred. Borrowing costs are capitalised until the assets are substantially
completed for their intended use or sale.

All other borrowing costs are recognised in profit or loss in the period they are incurred. Borrowing costs
consist of interest and other costs that the Group and the Company incurred in connection with the
borrowing of funds.

Employee benefits
(@) Short-term benefits

Wages, salaries, bonuses, social security contributions and employment insurance scheme are
recognised as an expense in the year in which the associated services are rendered by employees
of the Group. Short-term accumulating compensated absences such as paid annual leave are
recognised when services are rendered by employees that increase their entitlement to future
compensated absences. Short-term non-accumulating compensated absences such as sick leave is
recognised when the absences occur.

(b) Defined contribution plans

The Group participates in the national pension schemes as defined by the laws of the countries in
which it has operations. The Malaysian companies in the Group make contributions to the Employees’
Provident Fund (“EPF”) in Malaysia, a defined contribution pension scheme. Contributions to defined
contribution pension schemes are recognised as an expense in the period in which the related service
is performed. The Group also contributes to EPF at 3% above the statutory rate for certain eligible
senior employees. A foreign subsidiary of the Group makes contributions to its country’s statutory
pension scheme. Such contributions are recognised as an expense in the profit or loss as incurred.

(c) Defined benefit plan

One of the subsidiaries of the Group operates an unfunded defined benefit retirement scheme for its
eligible employees. Provision for the unfunded retirement benefit obligations is made in accordance
with the terms stipulated in the Collective Agreement for all eligible employees. That benefit is
discounted using the Projected Unit Credit Method in order to determine its present value.

Re-measurements, comprising of actuarial gains and losses, excluding net interest, are recognised
immediately in the statements of financial position with a corresponding debit or credit to retained
earnings through other comprehensive income in the period in which they occur.
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2.26 Employee benefits (cont’d)
(c) Defined benefit plan (cont’d)

Re-measurements are not reclassified to profit or loss in subsequent periods.
Past service costs are recognised in profit or loss on the earlier of:
- The date of the plan amendment or curtailment, and
- The date the Group recognises restructuring-related costs.
Net interest is calculated by applying the discount rate to the net defined benefit liability. The Group
recognised the following changes in the net defined benefit obligation in the statements of other
comprehensive income:

- Net interest expense or income.

- Service costs comprising current service costs, past-service costs, gains and losses on
curtailments and non-routine settlements.

2.27 Leases
(@) Aslessee

Accounting policies applied from 1 January 2019

The Group and the Company assess whether a contract is or contains a lease, at inception of the
contract. The Group and the Company recognise a right-of-use asset and a corresponding lease
liability with respect to all lease arrangements in which it is the lessee, except for short-term leases
(defined as leases with a lease term of 12 months or less) and leases of low value assets. For these
leases, the Group and the Company recognise the lease payments as an operating expense on a
straight-line basis over the term of the lease unless another systematic basis is more representative of
the time pattern in which economic benefits from the leased assets are consumed.

The lease liability is initially measured at the present value of the lease payments that are not paid at
the commencement date, discounted by using the rate implicit in the lease. If this rate cannot be readily
determined, the Group and the Company use the incremental borrowing rate specific to the lessee.
Lease payments included in the measurement of the lease liability comprise:

a) fixed lease payments (including in-substance fixed payments), less any lease incentives;

b) variable lease payments that depend on an index or rate, initially measured using the index or
rate at the commencement date;

c) the amount expected to be payable by the lessee under residual value guarantees;

d) the exercise price of purchase options, if the lessee is reasonably certain to exercise the
options; and

e) payments of penalties for terminating the lease, if the lease term reflects the exercise of an
option to terminate the lease.

The lease liability is presented as a separate line in the statement of financial position.
The lease liability is subsequently measured by increasing the carrying amount to reflect interest on

the lease liability by using the effective interest method and by reducing the carrying amount to reflect
the lease payments made.
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2.27 Leases (cont’d)

(a)

(b)

As lessee (cont’d)

The Group and the Company remeasure the lease liability and make a corresponding adjustment to
the related right-of-use asset whenever:

a) the lease term has changed or there is a significant event or change in circumstances resulting
in a change in the assessment of exercise of a purchase option, in which case the lease liability
is remeasured by discounting the revised lease payments using a revised discount rate;

b)  the lease payments change due to changes in an index or rate or change in expected payment
under a guaranteed residual value, in which cases the lease liability is remeasured by discounting
the revised lease payments using the initial discount rate, unless the lease payments change is
due to a change in a floating interest rate, in which case a revised discount rate is used; or

c) alease contract is modified and the lease modification is not accounted for as a separate lease,
in which case the lease liability is remeasured by discounting the revised lease payments using
a revised discount rate at the effective date of the modification.

The Group and the Company did not make any such adjustments during the period presented.

The right-of-use assets comprise the initial measurement of the corresponding lease liability, lease
payments made at or before the commencement day, less any lease incentives received and any
initial direct costs. They are subsequently measured at cost less accumulated depreciation and
impairment losses.

Whenever the Group and the Company incur an obligation for costs to dismantle and remove a
leased asset, restore the site on which it is located or restore the underlying asset to the condition
required by the terms and conditions of the lease, a provision is recognised and measured under
MFRS 137, to the extent that the costs relate to a right-of-use asset, the costs are included in the
related right-of-use asset, unless those costs are incurred to produce inventories.

Right-of-use assets are depreciated over the shorter period of lease term and useful life of the
underlying asset. If a lease transfers ownership of the underlying asset or the cost of the right-of-use
asset reflects that the Group and the Company expect to exercise a purchase option, the related
right-of-use asset is depreciated over the useful life of the underlying asset. The depreciation starts at
the commencement date of the lease.

The right-of-use assets are presented as a separate line in the statement of financial position.

The Group and the Company apply MFRS 136 to determine whether a right-of-use asset is impaired
and accounts for any identified impairment loss.

Variable rents that do not depend on an index or rate are not included in the measurement of the lease
liability and the right-of-use asset. The related payments are recognised as an expense in the period in
which the event or condition that triggers those payments occurs and are included in the profit or loss.

As lessor

Leases for which the Group and the Company is a lessor are classified as finance or operating leases.
Whenever the terms of the lease transfer substantially all the risks and rewards of ownership to the
lessee, the contract is classified as a finance lease. All other leases are classified as operating leases.

Rental income from operating leases is recognised on a straight-line basis over the term of the
relevant lease. Initial direct costs incurred in negotiating and arranging an operating lease are added
to the carrying amount of the leased asset and recognised on a straight-line basis over the lease term.
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2.27 Leases (cont’d)
(b) Aslessor (cont’d)

When a contract includes lease and non-lease components, the Group and the Company apply MFRS
15 to allocate the consideration under the contract to each component.

Accounting policies applied until 31 December 2018

(@) Aslessee

Finance leases, which transfer to the Group and to the Company substantially all the risks and
rewards incidental to ownership of the leased item, are capitalised at the inception of the lease at
the fair value of the leased asset or, if lower, at the present value of the minimum lease payments.
Any initial direct costs are also added to the amount capitalised. Lease payments are apportioned
between the finance charges and reduction of the lease liability so as to achieve a constant rate
of interest on the remaining balance of the liability. Finance charges are charged to profit or loss.
Contingent rents, if any, are charged as expenses in the periods in which they are incurred.

Leased assets are amortised over the estimated useful life of the asset. However, if there is no
reasonable certainty that the Group and the Company will obtain ownership by the end of the lease
term, the asset is amortised over the shorter of the estimated useful life and the lease term.

Operating lease payments are recognised as an expense in profit or loss on a straight-line basis
over the lease term. The aggregate benefit of incentives provided by the lessor is recognised as a
reduction of rental expense over the lease term on a straight-line basis.

(b) Aslessor

Leases where the Group and the Company retains substantially all the risks and rewards of ownership
of the asset are classified as operating leases. Initial direct costs incurred in negotiating an operating
lease are added to the carrying amount of the leased asset and recognised over the lease term on the
same bases as rental income.

2.28 Revenue recognition

Revenue is measured on the consideration to which the Group and the Company expect to be entitled
in a contract with a customer and excludes amounts collected on behalf of third parties. The Group and
Company recognise revenue when it transfers control of a product or service to a customer.

(@) Sale of goods and services

Revenue from sales of timber and related products are recognised when control of the goods has
transferred to the customer, being at the point the goods are delivered to the customer. Delivery occurs
when the goods have been shipped/delivered to the customer’s specific location. Payment of the
transaction price is due immediately for overseas customers whereby for other customers, the credit
term ranges between 30 to 60 days. Rebates and volume discounts are given to eligible customers,
and are taken up as variable consideration in determining the transaction prices contracted. Revenue
from services rendered is recognised net of service taxes and discounts as and when the services are
performed. Revenue is not recognised to the extent where there are significant uncertainties regarding
recovery of consideration due, associated costs or the possible return of goods.

Revenue from sales of fresh fruit bunches, crude palm oil and palm kernel are recognised when
control of the goods has transferred to the customer, being at the point the goods are delivered to the
customer. Delivery occurs when the goods have been shipped/delivered to the customer’s specific
location. Payment of the transaction price is due between 30 to 60 days term. Rebates and volume
discounts are given to eligible customers, and are taken up as variable considerations in determining
the transaction prices contracted.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

2.28 Revenue recognition (cont’d)

(a)

(b)

(c)

(d)

Sale of goods and services (cont’d)

Revenue from sales of tapes and other packaging materials are recognised when control of the goods
has transferred to the customer, being at the point the goods are delivered to the customer. Delivery
occurs when the goods have been shipped/delivered to the customer’s specific location. Payment of the
transaction price is due between 7 to 120 days term. Rebates and volume discounts are given to eligible
customers, and are taken up as variable considerations in determining the transaction prices contracted.

Rental income

Rental income from investment properties is recognised on a straight-line basis over the term of the
leases. The aggregate cost of incentives provided to lessees are recognised as a reduction of rental
income over the lease term on a straight-line basis.

Interest income

Interest income from a financial asset is recognised when it is probable that the economic benefits
will flow to the Group and the Company and the amount of revenue can be measured reliably. Interest
income is accrued on a time basis, by reference to the principal outstanding and at the effective interest
rate applicable, which is the rate that exactly discounts estimated future cash receipts through the
expected life of the financial asset to that asset’s net carrying amount on initial recognition.

Dividend income
Dividend income from investments is recognised when the shareholder’s right to receive payment has

been established (provided that the economic benefits will flow to the Group and the Company and
the amount of revenue can be measured reliably).

2.29 Income taxes

(a)

(b)

Current tax

Current tax assets and liabilities are measured at the amount expected to be recovered from or paid
to the taxation authorities. The tax rates and tax laws used to compute the amount are those that are
enacted or substantively enacted by the reporting date.

Current taxes are recognised in profit or loss except to the extent that the tax relates to items
recognised outside profit or loss, either in other comprehensive income or directly in equity.

Deferred tax

Deferred tax is provided using the liability method on temporary differences at the reporting date
between the tax bases of assets and liabilities and their carrying amounts for financial reporting
purposes.

Deferred tax liabilities are recognised for all temporary differences, except:

- where the deferred tax liability arises from the initial recognition of goodwill or of an asset or
liability in a transaction that is not a business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or loss; and

- in respect of taxable temporary differences associated with investments in subsidiaries,
associates and interests in joint ventures, where the timing of the reversal of the temporary
differences can be controlled and it is probable that the temporary differences will not reverse in
the foreseeable future.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)
2.29 Income taxes (cont’d)
(b) Deferred tax (cont’d)

Deferred tax assets are recognised for all deductible temporary differences, carry forward of unused
tax credits and unused tax losses, to the extent that it is probable that taxable profit will be available
against which the deductible temporary differences, and the carry forward of unused tax credits and
unused tax losses can be utilised except:

- where the deferred tax asset relating to the deductible temporary difference arises from the
initial recognition of an asset or liability in a transaction that is not a business combination and,
at the time of the transaction, affects neither the accounting profit nor taxable profit or loss; and

- in respect of deductible temporary differences associated with investments in subsidiaries,
associates and interests in joint ventures, deferred tax assets are recognised only to the extent
that it is probable that the temporary differences will reverse in the foreseeable future and
taxable profit will be available against which the temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the
extent that it is no longer probable that sufficient taxable profit will be available to allow all or part
of the deferred tax asset to be utilised. Unrecognised deferred tax assets are reassessed at each
reporting date and are recognised to the extent that it has become probable that future taxable profit
will allow the deferred tax assets to be utilised.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the year
when the asset is realised or the liability is settled, based on tax rates and tax laws that have been
enacted or substantively enacted at the reporting date.

Deferred tax relating to items recognised outside profit or loss is recognised outside profit or
loss. Deferred tax items are recognised in correlation to the underlying transaction either in other
comprehensive income or directly in equity and deferred tax arising from a business combination is
adjusted against goodwill on acquisition.

Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists to set
off current tax assets against current tax liabilities and the deferred taxes relate to the same taxable
entity and the same taxation authority.

2.30 Segment reporting

For management purposes, the Group is organised into operating segments based on its products and
services which are independently managed by the respective segment managers responsible for the
performance of the respective segments under their charge. The segment managers’ report directly to
the Chief Operating Decision Maker, which in this case is the management of the Company who regularly
review the segment results in order to allocate resources to the segments and to assess the segment
performance. Additional disclosures on each of these segments are shown in Note 42, including the factors
used to identify the reportable segments and the measurement basis of segment information.

2.31 Share capital and share issuance expenses

An equity instrument is any contract that evidences a residual interest in the assets of the Group and the
Company after deducting all of its liabilities. Ordinary shares are equity instruments.

Ordinary shares are recorded at the proceeds received, net of directly attributable incremental transaction
costs. Ordinary shares are classified as equity. Dividends on ordinary shares are recognised in equity in the
period in which they are declared.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

2.32

2.33

Treasury shares

When shares of the Company recognised as equity that have not been cancelled are reacquired, the
amount of consideration paid is recognised directly in equity. Reacquired shares including attributable
transaction costs on repurchased ordinary shares of the Company are classified as treasury shares and
presented as a deduction from total equity. No gain or loss is recognised in profit or loss on the purchase,
sale, issue or cancellation of treasury shares. When treasury shares are reissued by resale, the difference
between the sales consideration and the carrying amount is recognised in equity.

Contingencies
A contingent liability or asset is a possible obligation or asset that arises from past events and whose
existence will be confirmed only by the occurrence or non-occurrence of uncertain future event(s) not

wholly within the control of the Group.

Contingent liabilities and assets are not recognised in the statements of financial position of the Group.

SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES

The preparation of the Group’s and the Company’s financial statements requires management to make
judgements, estimates and assumptions that affect the reported amounts of revenues, expenses, assets and
liabilities, and the disclosure of contingent liabilities at the reporting date. However, uncertainty about these
assumptions and estimates could result in outcomes that could require a material adjustment to the carrying
amount of the asset or liability affected in the future.

3.1

3.2

Judgements made in applying accounting policies

In the process of applying the Group’s accounting policies, management has made the following
judgement, apart from those involving estimations, which has the most significant effect on the amounts
recognised in the financial statements:

Allocation of cost between land and buildings

The Group has established certain basis for the allocation of the costs of property, plant and equipment
between the land and building portions. Judgement is made by reference to market indication of
transaction prices of similar properties to determine the portion of cost relating to land.

Key sources of estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting
date that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year are discussed below:

(@) Useful lives of plant, machinery and equipment

The cost of plant, machinery and equipment is depreciated on a straight-line basis over the assets’
estimated economic useful lives. Management estimates the useful lives of this plant, machinery and
equipment to be within 7 to 40 years.

Changes in the expected level of usage and technological developments could impact the economic
useful lives and the residual values of these assets, therefore, future depreciation charges could be
revised. The carrying amount of the Group’s plant, machinery and equipment at the reporting date is
disclosed in Note 14. A 5% difference in the expected useful lives of these assets from management’s
estimates would result in approximately 1% (2018: 2%) change in the Group’s loss for the year.
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3. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES (CONT’D)
3.2 Key sources of estimation uncertainty (cont’d)

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting
date that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year are discussed below (cont’d):

(b) Impairment of goodwill

The Group determines whether goodwill is impaired at least on an annual basis. This requires an
estimation of the value-in-use of the cash-generating units (“CGU”) to which goodwill is allocated.
Estimating a value-in-use amount requires management to make an estimate of the expected future
cash flows from the CGU and also to choose a suitable discount rate in order to calculate the present
value of those cash flows. A 1% increase in the discount rate from management’s estimates would
not result in a change in the Group’s loss for the year. Further details about the assumptions used are
given in Note 21.

(c) Impairment of financial assets at amortised cost

The loss allowance for financial assets are based on assumptions about risk of default and expected
credit loss rates. The Group and the Company use judgement in making these assumptions and
selecting the inputs to the impairment calculation, based on the Group’s and the Company’s past
history, existing market conditions as well as forward looking estimates at the end of the reporting
period. The carrying amount of the Group’s and of the Company’s financial assets at the reporting
date is disclosed in Note 25.

(d) Income taxes

Judgement is required in determining the provision for income taxes. There are certain transactions
and computations for which the ultimate tax determination is uncertain during the ordinary course of
business. Where the final tax outcome of these matters is different from the amounts that were initially
recognised, such differences will impact the income tax and deferred tax provisions in the period in
which such determination is made. Further details are disclosed in Note 11.

(e) Deferred tax assets

Deferred tax assets are recognised for all unused tax losses, unabsorbed capital allowances and
other deductible temporary differences to the extent that it is probable that taxable profit will be
available against which the losses and capital allowances can be utilised. Significant management
judgement is required to determine the amount of deferred tax assets that can be recognised, based
upon the likely timing and level of future taxable profits together with future tax planning strategies.
Further details are disclosed in Note 23.

Assumptions about generation of future taxable profits depend on management’s estimates of
future cash flows. These depend on estimates of future production and sales volume, operating
costs, capital expenditure, dividends and other capital management transactions. Judgement is
also required about application of income tax legislation. These judgements and assumptions are
subject to risks and uncertainty, hence there is a possibility that changes in circumstances will alter
expectations, which may impact the amount of deferred tax assets recognised in the statements of
financial position and the amount of unrecognised tax losses and unrecognised temporary differences.
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3.

SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES (CONT’D)

3.2 Key sources of estimation uncertainty (cont’d)

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting
date that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year are discussed below (cont’d):

U]

(9)

(h)

(@

Defined benefits plan

The cost of retirement benefit plan (“the Plan”) as well as the present value of the obligations under
the Plan is determined using actuarial valuations. The actuarial valuation involves making assumptions
about discount rate, future salary increase rate and mortality rate. All assumptions are reviewed at
each reporting date. The net employee liability of the Group as at 31 December 2019 is RM2,073,000
(2018: RM2,099,000).

In determining the appropriate discount rate, management has derived the applicable interest
rates from long-term corporate bonds and government bonds in the country. The bonds have
been selected based on the expected duration of the defined benefit obligation and taking into
consideration the yield curve respectively.

The future salary increase rate is based on the recent average salary increase rate and also based on
the agreed salary adjustments in the Collective Agreement for year 2018 to 2019 while the mortality
rate is based on publicly available mortality tables for the country.

Further details about the assumptions used are given in Note 28.

Maturity of plantations

The Group determines the oil palm plantations to be matured approximately 3 years upon completion
of field planting. The management is of the view that this maturity is the common cropping stage

applied in the oil palm industry. Further details are given in Note 14.

The tree planting plantations are re-estimated to be ready for harvesting in 13 years upon completion
of tree planting. Further details are given in Note 22.

Timber rights

The Group has timber licenses and the rights to timber licences. The licences will expire in year 2021
and 2022. The Directors are of the view that the timber rights are renewable but have nonetheless
amortised the timber rights in accordance within their respective legal expiry terms.

Further details are given in Note 21.

Bearer plants

Bearer plants comprise pre-cropping expenditure incurred from land clearing to the point of maturity.
Such expenditure is capitalised and is amortised at maturity of the crop over the useful economic

lives of the crop. Management estimates the useful economic lives of the Group’s oil palms to be 25
years. Further details are given in Note 14.
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES (CONT’D)
3.2 Key sources of estimation uncertainty (cont’d)

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting
date that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year are discussed below (cont’d):

(i) Biological assets

The biological assets of the Group comprise of fresh fruit bunches (“FFB”) and trees prior to harvest.
The valuation model adopted by the Group considers the present value of the net cash flows
expected to be generated from the sale of FFB and trees felled.

To arrive at the fair value of the FFB, the management considered the oil content of the unripe FFB
and derived the assumption that the net cash flow to be generated from FFB prior to more than 15
days to harvest to be negligible, therefore the quantity of the unripe FFB on bearer plants of up to
15 days prior to harvest was used for valuation purposes. Costs to sell which include harvesting and
transport cost, are deducted in arriving at the net cash flow to be generated.

To arrive at the fair value of trees, the management has determined that an income approach
converting future income from the sale of the trees and the expenses necessary to bring the trees to
the point of sale to a single current discounted amount is the most appropriate method to determine
the fair value of the immature trees. The management derived the assumption that the net cash flow
to be generated from trees felled is upon maturity of 13 years.

Further details are given in Note 22.

REVENUE

Revenue of the Group and of the Company consists of the following:

Group Company

2019 2018 2019 2018
RM’000 RM’000 RM’000 RM’000

Revenue from contracts with customers:

Sale of timber and timber products and

related services 453,266 667,911 - -
Sale of tapes and other packaging materials 65,984 67,896 - -
Sale of fresh fruit bunches 19,833 26,087 - -
Sale of crude palm oil and palm kernel 49,484 52,588 - -
588,567 814,482 - -

Revenue from other sources:

Dividend income from subsidiaries - - 13,295 25,905
Dividend income from investment securities 9 9 9 9
Interest income 1,151 1,683 1,151 1,683
1,160 1,692 14,455 27,597

Rental income from investment properties 17 13 - -
589,744 816,187 14,455 27,597

The timing of revenue from contract with customers is at a point in time.
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5. COST OF SALES

Cost of sales represents cost of inventories sold and costs of services provided.

6. OTHER INCOME

Group Company
2019 2018 2019 2018
RM’000 RM’000 RM’000 RM’000
By-product and scrap sales 1,306 2,391 - -
Contract and service fee received 221 742 - -
Dividend income from investment securities - 10 - -
Gain arising from changes in fair value of

biological assets 533 8,058 - -
Gain on foreign exchange:

- realised (trade) 117 172 - -
Gain on deconsolidation of a subsidiary

(Notes 12(b), 12(c)) - 117,085 - -

- Discontinued operation - 117,085 - -
Gain on disposal of:

- property, plant and equipment 117 155 - 20
Hire of machinery 430 949 - -
Interest income from advances - 98 - -

- Discontinued operation - 98 - -
Interest income from short-term deposits 9,828 10,443 - -
Rental income 1,096 711 715 602
Reversal of allowance for impairment of:

- Trade receivables (Note 25(a)) 18 - - -

- other receivables (Note 25(b)) - 49 - -
Reversal of impairment on inventories 153 - - -
Road toll received 1,560 2,619 - -
Others 2,363 2,569 2 -

- Continuing operations 2,363 2,556 2 -

- Discontinued operation - 13 - -
Total other income 17,742 146,051 717 622

Attributable to:
- Continuing operations 17,742 28,855 717 622
- Discontinued operation - 117,196 - -
17,742 146,051 77 622




7.

ANNUAL REPORT 2019 101

NOTES TO THE FINANCIAL STATEMENTS

for the financial year ended 31 December 2019

FINANCE COSTS

Interest expense on:
- term loans
- bank overdrafts
- obligations under finance leases
- lease liability
- trade financing facilities
- Continuing operations

- Discontinued operation

Less: Interest expense capitalised in:
- Property, plant and equipment (Note 14 (b))
Total finance costs

Attributable to:
- Continuing operations
- Discontinued operation

Group

2019
RM’000

2018

RM’000

Company

2019

RM’000

cont’d

2018
RM’000

5,460 6,766 - -
077 1,156 - -
68 118 - -

381 - 22 -
3,320 3,095 - 1,028
3,320 2,863 - 1,028
- 232 - -
10,206 11,135 22 1,028
- (376) - -
10,206 10,759 22 1,028
10,206 10,527 22 1,028
- 232 - -
10,206 10,759 22 1,028
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8. (LOSS)/PROFIT BEFORE TAX

The following items have been included in arriving at (loss)/profit before tax:

Group Company
2019 2018 2019 2018

RM’000 RM’000 RM’000 RM’000

Allowance for impairment of financial assets:

- other receivables (Note 25(b)) - 36 - -
Amortisation:

- timber rights (Note 21) 6,154 6,154 - -

- prepaid land lease payments (Note 15) - 1,000 - -
Auditors’ remuneration:

- current 896 926 153 1583

- Continuing operations 896 924 153 153
- Discontinued operation - 2 - -

- under/(over) provision in respect of
previous years 3 (1) - -
Bad debts written off 6 35,273 - 232

- Continuing operations 6 - - 232

- Discontinued operation (Notes 12(b), 12(c)) - 35,273 - -
Depreciation:

- property, plant and equipment (Note 14) 62,053 58,017 30 45

- investment properties (Note 16) 373 375 365 366

- right-of-use assets (Note 17) 3,512 - 77 -
Employee benefits expense (Note 9) 91,188 105,989 991 1,158
Impairment loss on:

- goodwill (Note 21) 19,633 - - -
Inventories written down to net realisable value 5,405 83 - -
Inventories written off 39 41 - -
Loss on disposal of property, plant and

equipment 2,950 4,567 - -
Loss arising from changes in fair value of

biological assets 5,564 198 - -
Loss on foreign exchange:

- realised (trade) 3 2 - -

- unrealised (trade) 74 19 - -

- unrealised (non-trade) 1 118 - -

- Continuing operations 1 6 - -

- Discontinued operation - 112 - -
Management fee expense 5,932 6,146 1,367 1,340
Non-executive directors’ remuneration (Note 10) 466 924 466 623
Property, plant and equipment written off 22 285 - -
Rental of equipment - 395 - -
Rental of premises - 1,201 - 132

Expense relating to short-term leases 464 - - -
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EMPLOYEE BENEFITS EXPENSE

Salaries, wages and bonus

Social security costs

Contributions to defined contribution plan
Retirement benefit obligations (Note 28)
Other benefits

Less: Amount capitalised in

- Property, plant and equipment
(Note 14(b))

cont’d

Group Company

2019 2018 2019 2018
RM’000 RM’000 RM’000 RM’000
84,111 99,306 942 1,100
613 651 1 1
5,089 6,137 48 57
183 165 - -
1,192 1,904 - -
91,188 108,163 991 1,158
- (2,174) - -
91,188 105,989 991 1,158

Included in employee benefits expense of the Group and of the Company are executive directors’ remuneration
amounting to RM2,335,000 (2018: RM2,093,000) and RM525,000 (2018: RM535,000) respectively as disclosed in

Note 10.

DIRECTORS’ REMUNERATION

The details of remuneration receivable by directors of the Company during the year are as follows:

Directors of the Company
Executive:

- salaries and other emoluments
- bonus

- defined contribution plan

- estimated monetary value of benefits-in-kind

Total executive directors’ remuneration
(including benefits-in-kind)

Non-executive:

- salaries and other emoluments

- bonus

- fees

- estimated monetary value of benefits-in-kind

Total non-executive directors’ remuneration
(including benefits-in-kind)

Total directors’ remuneration (Note 35(iv))

2019
RM’000

Group

2018
RM’000

Company

2019
RM’000

2018
RM’000

1,868 1,633 410 411
243 234 67 67
217 226 48 57

2,328 2,093 525 535

7 - - -
2,335 2,093 525 535
39 179 39 59

- 120 - -

427 625 427 564
466 924 466 623

- 37 - -

466 961 466 623
2,801 3,054 991 1,158
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10. DIRECTORS’ REMUNERATION (CONT’D)

The number of directors of the Company whose total remuneration during the year fell within the following bands
is analysed below:

Number of directors

2019 2018
Non- Non-

Executive executive Executive executive

director directors director directors
Below RM50,001 - 1 - -
RM50,001 - RM100,000 - 5 - 6
RM100,001 - RM150,000 - - - 1
RM250,001 - RM300,000 - - - 1

RM400,001 - RM450,000 - - - -
RM2,000,001 - RM2,500,000 1 - 1 -

11. INCOME TAX EXPENSE

The major components of income tax expense for the years ended 31 December 2019 and 31 December 2018
are:

Group Company
2019 2018 2019 2018

RM’000 RM’000 RM’000 RM’000

Statements of Profit or Loss and Other
Comprehensive Income

Current income tax

- Malaysian income tax 6,218 9,552 259 179
- Foreign tax 404 194 - -
6,622 9,746 259 179

(Over)/Under provision in respect of
previous years
- Malaysian income tax (1,194) (989) 5 41

5,428 8,757 264 138

Deferred income tax (Note 23)

- Origination and reversal of temporary

differences 16,666 (1,733) (24) (32)

- (Over)/Under provision in respect of
previous years (1,176) (2,695) 73 (73)
15,490 (4,428) 49 (105)

Income tax expense recognised in profit
or loss 20,918 4,329 313 33
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11. INCOME TAX EXPENSE (CONT’D)

Domestic income tax is calculated at the Malaysian statutory tax rate of 24% (2018: 24%) of the estimated
assessable profit for the year. Taxation for other jurisdictions is calculated at the rates prevailing in the respective
jurisdictions.

The reconciliation between tax expense and the product of accounting (loss)/profit multiplied by the applicable
corporate tax rate is as follows:

2019 2018
RM’000 RM’000
Group
Accounting (loss)/profit before tax:
- Continuing operations (93,301) (1,758)
- Discontinued operation - 84,601
(93,301) 82,843
Tax at Malaysian statutory tax rate of 24% (2018: 24%) (22,392) 19,882
Effect of different tax rates in other country (136) (128)
Adjustments:
Income not subject to tax (88,321) (31,664)
Non-deductible expenses 148,651 14,134
Withholding tax 21 12
Deferred tax assets not recognised - 5,769
Utilisation of deferred tax assets previously not recognised (14,535) -
Overprovision of deferred tax in respect of previous years (1,176) (2,695)
Overprovision of income tax in respect of previous years (1,194) (989)
Share of results of associates - 8
Income tax expense recognised in profit or loss 20,918 4,329
2019 2018
RM’000 RM’000
Company
Accounting profit before tax 10,271 22,344
Tax at Malaysian statutory rate of 24% (2018: 24%) 2,465 5,363
Adjustments:
Income not subject to tax (3,192) (6,464)
Non-deductible expenses 962 1,248
Under/(over) provision of deferred tax in respect of previous years 73 (73)
Under/(over) provision of income tax in respect of previous years 5 41)

Income tax expense recognised in profit or loss 313 33




106 W T KHOLDINGS BERHAD 197001000863 (10141-M)

NOTES TO THE FINANCIAL STATEMENTS

for the financial year ended 31 December 2019
cont’d

12. DISCONTINUED OPERATION
(@) Winding-up petition of a subsidiary in the previous financial year

On 26 December 2017, the Company announced that Alanya Marine Ventures Sdn. Bhd. (“AMV”), a
wholly-owned subsidiary of the Company, was served with a winding-up petition by Mr. Goh Chung Sen,
who is a former director of AMV for outstanding advances made to AMV. The winding-up petition dated 18
December 2017 was presented to the High Court of Malaya at Kuala Lumpur on 18 December 2017. The
hearing of the said petition at the High Court of Malaya, Kuala Lumpur was held on 22 February 2018. The
Company and AMV did not contest the petition.

On 23 February 2018, the Company announced that the High Court of Malaya in Kuala Lumpur had on
22 February 2018 ordered AMV to be wound-up and appointed Dato’ Narendrakumar Jasani a/I Chunilal
Rugnath of Grant Thornton Consulting Sdn. Bhd. as the Liquidator of AMV.

(b) Deconsolidation of a subsidiary in the previous financial year

Following the court winding-up order, as well as the appointment of liquidator on 22 February 2018, as
disclosed in Note 12(a), AMV’s accounts have been deconsolidated from the Group as of 23 February 2018.

The deconsolidation had the following effects on the Group’s assets and liabilities:

Group
2018

RM’000

Net liabilities deconsolidated

Investment in an associate 324
Receivables 3,581

Tax recoverable 42
Cash and bank balances 338
Payables (86,097)
Amount due to holding company (35,208)
Amount due to a related company (65)
Net liabilities deconsolidated (117,085)
Gain on deconsolidation of a subsidiary 117,085

Proceeds from deconsolidation of a subsidiary -

Less: Cash and cash equivalent in subsidiary deconsolidated (338)
Net cash outflow from deconsolidation of a subsidiary (338)

The deconsolidation of AMV has resulted in the Group realising a gain from deconsolidation of
RM117,085,000. The Group has also written off the amount of RM35,273,000 in respect of amounts owed
from AMV. As such, the net effect of the above has resulted in a net gain of approximately RM81,812,000.
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12. DISCONTINUED OPERATION (CONT’D)

() Summarised financial information of Alanya Marine Ventures Sdn. Bhd. which is presented as a
discontinued operation

Group

An analysis of the result of the discontinued operation is as follows:

Alanya Marine
Ventures
Sdn. Bhd.

1.1.2018 -
22.2.2018

RM’000

Revenue -

Cost of sales _

Gross loss -
Other income 111
Administrative and other expenses 2,879
Finance costs (232)
Share of results of associates 31
Profit before tax 2,789
Tax expense -
Profit for the period ended 22.2.2018 2,789
Gain on deconsolidation of AMV (Notes 6, 12(b)) 117,085
Less: Amounts owed from AMV written off (Notes 8, 12(b)) (85,273)
Profit from discontinued operation, net of tax 84,601

The cash flows attributed to the discontinued operation are as follows:

Alanya Marine
Ventures Sdn.
Bhd.

1.1.2018 -
22.2.2018

RM’000

Net cash flow from operating activities 336
Net cash inflow from discontinued operation 336
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13.

(LOSS)/EARNINGS PER SHARE

Basic (loss)/earnings per share amounts are calculated by dividing (loss)/profit for the year net of tax, attributable
to owners of the Company by weighted average number of ordinary shares outstanding during the financial year,
excluding treasury shares held by the Company.

The following table reflects the (loss)/profit and share data used in the computation of basic (loss)/earnings per
share for the years ended 31 December 2019 and 31 December 2018:

Group
2019 2018
RM’000 RM’000
(Loss)/Profit net of tax attributable to owners of the Company (111,266) 81,198
Less: Profit from discontinued operation attributable to owners of the Company - (84,601)
Loss from continuing operations attributable to the owners of the Company (111,266) (3,403)

Number of shares
2019 2018
‘000 ‘000

Number of ordinary shares in issue 477,474 477,474

2019 2018

sen sen

Basic (loss)/earnings per share (23.30) 17.00

(@) Continuing operations

Basic (loss)/earnings per share amounts are calculated by dividing loss/(profit) for the year from continuing
operations, net of tax, attributable to owners of the parent by the weighted average number of ordinary
shares outstanding during the financial year.

2019 2018
sen sen
Basic loss per share (23.30) (0.72)

(b) Discontinued operation

Basic earnings per share from discontinued operation are calculated by dividing profit from discontinued
operations, net of tax, attributable to owners of the parent by the weighted average number of ordinary
shares outstanding during the financial year.

2019 2018
sen sen
Basic earnings per share - 17.72

There have been no other transactions involving ordinary shares or potential ordinary shares between the
reporting date and the date of completion of these financial statements.

There are no shares in issuance which have a dilutive effect to the loss per share of the Group.
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PROPERTY, PLANT AND EQUIPMENT

Cost

At 1.1.2019

Reclassification to
right-of-use
assets

Additions
Disposals
Written off
Reclassifications

Exchange
differences

At 31.12.2019

At 1.1.2018
Additions
Disposals
Written off
Reclassifications

Exchange
differences

At 31.12.2018
Accumulated
depreciation

At 1.1.2019

Reclassification
to right-of-use
assets

Depreciation charge

for the year
(Note 8)

Disposals
Written off

Exchange
differences

At 31.12.2019

Furniture,
fittings,
equipment,
renovations
and
installations

RM’000

Land and
buildings

RM’000

Plant,
machinery,
moulds
and
loose
tools

RM’000

Motor
vehicles

RM’000

Road,
bridges
and
wharf

RM’000

Construction
in progress

RM’000

Bearer
plant
(Immature)

RM’000

Bearer
plant
(Mature)

RM’000

cont’d

Total

RM’000

445,172 25467 542,218 21,191 278,452 2,809 162,431 32,386 1,510,216
(112,610) - - - - - - - (112,610)
806 325 2,054 299 - 2,727 - 20 6,231
(93) (362  (12,451) (955) - - - - (13,861)

- (158) (22) (20) - - - - (200)

941 9 1,563 - 972 (3485) 32,406  (32,406) -
36 8 1 4 - - - - 49
334,252 25280 533,363 20,519 279,424 2141 194,837 - 1,389,825
442,234 23,951 549912 21264 277,855 2,819 146387 46,719 1,511,141
523 1,925 2,979 281 616 4,044 - 1711 12,079
(224) (28 (10,700) (334) - - - - (11,286)
(385) (402) (823) (18) (14) (75) - Aty
3,038 5 851 - 5) (3,889) 16,044  (16,044) -
(14) 16 (1) @ - - - - (1)
445172 25467 542218 21,191 278452 2,899 162431 32,386 1,510,216
165,772 16,558 349,925 13,380 219,504 - 29,949 - 795,088
(24,219) - - - - - - - (24,219)
9,382 1,337 28,300 1,424 11,555 - 10,055 - 62,053
(92) (264) (7,102) (942) - - - - (8,400)

- (137) 22) (19) - - - - (178)

7 3 1 5 - - - - 16
150,850 17,407 371,102 13,848 231,059 - 40,004 - 824,360
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14.

PROPERTY, PLANT AND EQUIPMENT (CONT’D)

Furniture,
fittings,

Plant,
machinery,

equipment, moulds Road,
renovations and bridges Bearer Bearer
Land and and loose Motor and Construction  plant plant
buildings installations tools vehicles  wharf in progress  (Mature) (Immature) Total
RM’000 RM’000 RM’'000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
Accumulated
depreciation
(cont’d)
At 1.1.2018 154,783 15,487 332,035 12,630 207,270 - 21,755 - 743,960
Depreciation charge
for the year
(Note 8) 11,379 1,477 23,637 1,096 12,234 - 8,194 - 58,017
Disposals @) (15) (5,112) (328) - - - - (5,457)
Written off (385) (394) (635) (18) - - - - (1,432)
Exchange
differences 3) 3 - - - - - - -
At 31.12.2018 165,772 16,558 349,925 13,380 219,504 - 29,949 - 795,088
Net carrying amount
At 31.12.2019 183,402 7,792 162,261 6,671 48,365 2,141 154,833 - 565,465
At 31.12.2018 279,400 8,909 192,293 7,811 58,948 2,899 132,482 32,386 715,128
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Cost

At 1.1.2019

Reclassification to
right-of-use assets

Additions

Disposals

Written off

Reclassifications

Exchange differences
At 31.12.2019

At 1.1.2018
Additions
Disposals
Written off
Reclassifications
Exchange differences
At 31.12.2018

Accumulated depreciation

At 1.1.2019

Reclassification to
right-of-use assets

Depreciation charge for the year
Disposals
Written off
Exchange differences
At 31.12.2019

At 1.1.2018
Depreciation charge for the year
Disposals
Written off
Exchange differences
At 31.12.2018

Net carrying amount
At 31.12.2019

At 31.12.2018

Details of land and buildings are as follows:

Freehold
land

RM’000

PROPERTY, PLANT AND EQUIPMENT (CONT’D)

Buildings
RM’000

Long
term

leasehold

land
RM’000

Short
term

leasehold

land
RM’000

Factory
buildings
and

improvements

RM’000

cont’d

Total
Land and
buildings

RM’000

16,587 45,579 95,087 17,523 270,396 445,172
- - (95,087) (17,523) - (112,610)

- 801 - - 5 806
- - - - (93) (93)

- 745 - - 196 941

25 - - - 11 36
16,612 47,125 - - 270,515 334,252
16,597 43,720 95,087 17,383 269,447 442,234
- - - 140 383 523

- (222) - - () (224)

- (385) - - - (385)

- 2,466 - - 572 3,038

(10) - - - ) (14)
16,587 45,579 95,087 17,523 270,396 445172
- 19,114 14,586 9,633 122,439 165,772

- - (14,586) (9,633) - (24,219)

- 2,217 - - 7,165 9,382

- - - - (92) (92)

- - - - 7 7

- 21,331 - - 129,519 150,850

- 17,261 13,064 9,381 115,077 154,783

- 2,238 1,522 252 7,367 11,379

- - - - @) @)

- (385) - - - (385)

- - - - 3) @)

- 19,114 14,586 9,633 122,439 165,772
16,612 25,794 - - 140,996 183,402
16,587 26,465 80,501 7,890 147,957 279,400
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14. PROPERTY, PLANT AND EQUIPMENT (CONT’D)

Motor
Company vehicles

RM’000
Cost
At 1.1.2019/31.12.2019 1,054
At 1.1.2018 1,320
Disposals (266)
At 31.12.2018 1,054

Accumulated depreciation

At 1.1.2019/31.12.2019 939
Depreciation charge for the year (Note 8) 30
At 31.12.2019 969
At 1.1.2018 1,160
Depreciation charge for the year (Note 8) 45
Disposals (266)
At 31.12.2018 939

Net carrying amount

At 31.12.2019 85

At 31.12.2018 115
(a) Assets pledged as security

Property, plant and equipment of the Group with carrying amount of RM87,518,000 (2018: RM151,779,000)
have been pledged to licensed banks for credit facilities as stated in Note 29.

(b) Acquisition of property, plant and equipment

Acquisition of property, plant and equipment during the financial year were by the following means:

Group
2019 2018
RM’000 RM’000
Cash 6,231 11,164
Finance cost capitalised (Note 7) - 376
Finance leases (Note 29) - 539

6,231 12,079
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PROPERTY, PLANT AND EQUIPMENT (CONT’D)

(b) Acquisition of property, plant and equipment (cont’d)

cont’d

Net carrying amount of property, plant and equipment held under finance lease arrangements are as follows:

Property, plant and equipment

2019
RM’000

3,172

Group

2018
RM’000

3,366

Leased assets are pledged as security for the related finance lease liabilities (Note 37(a)).

Included in the addition to bearer plant (immature) incurred during the year are:

Finance costs (Note 7)

Employee benefits expense (Note 9)

PREPAID LAND LEASE PAYMENTS

Cost

At beginning/end of year
Reclassification to right-of use assets
At end of year

Accumulated amortisation

At beginning of year
Reclassification to right-of-use assets
Amortisation for the year (Note 8)

At end of year

Net carrying amount
Amount to be amortised:

Current
- Not later than 1 year

Non-current
- Later than 1 year but not later than 5 years
- Later than 5 years

2019
RM’000

Group
2018
RM’000

376
2,174

2019
RM’000

45,000
(45,000)

Group
2018
RM’000

45,000

45,000

13,000
(13,000)

12,000

1,000

13,000

32,000

1,000

5,000
26,000

31,000

32,000
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16. INVESTMENT PROPERTIES
Group Company
RM’000 RM’000
Cost
At 1.1.2018/ 31.12.2018/ 1.1.2019/ 31.12.2019 23,033 18,385
Accumulated depreciation
At 1.1.2018 6,648 489
Depreciation charge for the year (Note 8) 375 366
At 31.12.2018/ 1.1.2019 7,023 855
Depreciation charge for the year (Note 8) 373 365
At 31.12.2019 7,396 1,220
Net carrying amount
At 31.12.2019 15,637 17,165
At 31.12.2018 16,010 17,530
Fair value
At 31.12.2019 18,785 18,385
At 31.12.2018 18,785 18,385

On 22 August 2016, a 93.7% subsidiary of the Group, namely General Aluminium Works (M) Sdn. Bhd.
(“GAW?”), had entered into a Sale and Purchase Agreement (“SPA”) with its shareholders, namely the Company,
Samanda Equities Sdn. Bhd. (“SESB”) and Sulamariah & Associates Sdn. Bhd. (“SASB”) (collectively referred as
“Purchasers”) to dispose a parcel of freehold land measuring approximately 63,636.72 square metres or 684,980
square feet and held under individual title Pajakan Negeri 150041, Lot No. 3318, Mukim Asam Kumbang, Tempat
Asam Kumbang, Daerah Larut & Matang, Negeri Perak, bearing postal address at Lot 3318, 76 km, Ipoh/Penang
Main Trunk Road, 34008 Taiping, Perak together with a factory erected thereon and all other appurtenances and
fixtures therein for a total purchase consideration of approximately RM20,048,000 to be satisfied entirely in cash
(“Disposal of Land by GAW?”).

The purchase price of the land and building is held by the Purchasers in the following proportions:

Ownership
of land and Purchase
building consideration
% RM’000
The Company 91.7 18,385
SESB 2.0 400
SASB 6.3 1,263

Further to the SPA that was signed, the Purchasers and GAW had on 1 September 2016 agreed to immediately
off-set the Purchaser’s respective purchase consideration against the dividend payable by GAW. The Disposal of
Land by GAW was completed on 1 September 2016. This purchase consideration approximates the fair value of
the investment properties.
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The amounts recognised in profit or loss in respect of investment properties are as follows:

Rental income

Direct operating expenses:

- Income generating investment properties

RIGHT-OF-USE ASSETS

Group

Cost

At 31.12.2018/ 1.1.2019
Effect of adoption of MFRS 16
At 1.1.2019 (Adjusted)
Additions

At 31.12.2019

Accumulated depreciation
At 31.12.2018/ 1.1.2019
Effect of adoption of MFRS 16
At 1.1.2019 (Adjusted)

Depreciation for the year
(Note 8)

At 31.12.2019
Net carrying amount
At 31.12.2019

At 31.12.2018

Leasehold

lands
RM’000

Group Company
2019 2018 2019 2018
RM’000 RM’000 RM’000 RM’000
731 615 715 602
(655) (540) (641) (528)

Land under
license for
Buildings Logponds planted forest Total

RM’000 RM’000 RM’000 RM’000

157,610 384 1,208 5,024 164,226
157,610 384 1,208 5,024 164,226
3,100 625 612 - 4,337
160,710 1,009 1,820 5,024 168,563
37,219 - - - 37,219
37,219 - - - 37,219
2,774 364 260 114 3,512
39,993 364 260 114 40,731
120,717 645 1,560 4,910 127,832
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17. RIGHT-OF-USE ASSETS (CONT’D)

Company
Building Total
RM’000 RM’000
Cost
At 31.12.2018/ 1.1.2019 - -
Effect of adoption of MFRS 16 - -
At 1.1.2019 (Adjusted) - -
Additions 257 257
At 31.12.2019 257 257
Accumulated depreciation
At 31.12.2018/ 1.1.2019 - -
Effect of adoption of MFRS 16 - -
At 1.1.2019 (Adjusted) - -
Depreciation for the year (Note 8) 77 77
At 31.12.2019 77 77
Net carrying amount
At 31.12.2019 180 180

At 31.12.2018 - -

The Group leases several assets including leasehold lands, buildings, logponds and land under license for
planted forest. The lease terms is from 19 months to 44 years.

Acquisition of a leasehold land by the Group during the financial year of RM3,100,000 was by mean of cash.
Right-of-use assets with carrying amount of RM54,721,000 (2018: Nil) have been pledged to licensed banks for

credit facilities as stated in Note 29.

18. INVESTMENTS IN SUBSIDIARIES

Company
2019 2018
RM’000 RM’000
Unquoted shares, at cost 436,303 436,303
Less: Accumulated impairment losses (14,029) (14,029)

422,274 422,274
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INVESTMENTS IN SUBSIDIARIES (CONT’D)

Impairment on investments in subsidiaries

The movement of the impairment account used to record impairment is as follows:

Company
2019 2018
RM’000 RM’000
At beginning of year 14,029 101,152
Written off - (87,123)
At end of year 14,029 14,029

Impairment assessment

As disclosed in Note 12(a), a winding-up petition was served on Alanya Marine Ventures Sdn. Bhd. (“AMV”). A
full impairment loss of RM87,123,000 was recognised in profit or loss, reducing the net carrying amount of the
investment to Nil as at 31 December 2017.

Upon the court winding-up order, as well as the appointment of liquidator on 22 February 2018 as disclosed in
Note 12(b), the investment in AMV has been written off against the allowance for impairment losses during the
financial year ended 31 December 2018.

Details of the subsidiaries are as follows:

Proportion of ownership
interest and voting
interest (%)

Name of subsidiaries 2019 2018 Principal activities

Incorporated in Malaysia (except as
identified):

Held by the Company:

Alanya Marine Ventures Sdn. Bhd.* 100 100 Investment holding and provision of
oil and gas related services

Biofresh Produce Sdn. Bhd. 100 100 Investment holding

Biogrow City Sdn. Bhd. 100 100 Investment holding

Borneo Agro-Industries Sdn. Bhd. 100 100 Cultivation of oil palms

Cairnfield Sdn. Bhd. 100 100 Manufacturing and sale of veneer,

plywood and sawn timber
Central Mercantile 100 100 Trading in tapes, foil and papers
Corporation (S) Ltd. *
(Incorporated in Singapore)
Dusun Nyiur Sdn. Bhd. 100 100 Property investment
First Count Sdn. Bhd. 100 100 Extraction and sale of logs

Gopoint Sdn. Bhd. 100 100 Ceased operations
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18. INVESTMENTS IN SUBSIDIARIES (CONT’D)

Details of the subsidiaries are as follows (cont’d):

Proportion of ownership

interest and voting

interest (%)
Name of subsidiaries 2019 2018

Incorporated in Malaysia (except as
identified) (cont’d):

Held by the Company (cont’d):

Immense Fleet Sdn. Bhd. 100 100
Kuching Plywood Berhad 100 100
Limpah Mewah Sdn. Bhd. 100 100
Linshanhao Plywood (Sarawak) 100 100
Sdn. Bhd.
Loytape Industries Sdn. Bhd. 100 100
Ninjas Development Sdn. Bhd. 100 100
Piramid Intan Sdn. Bhd. 100 100
Sanitama Sendirian Berhad 100 100
Sarawak Moulding Industries Berhad 100 100
Song Logging Company Sendirian 100 100
Berhad
Sut Sawmill (3064) Sdn. Bhd. 100 100
Towering Yield Sdn. Bhd. 100 100
Winning Plantation Sdn. Bhd. 100 100
Woodbanks Industries (M) Sdn. Bhd. 100 100
WTK Heli-Logging Sdn. Bhd. 100 100
WTK Corporate Management 100 100
Sdn. Bhd.
Biogreen Success Sdn. Bhd. 100 100

Bioworld Synergies Sdn. Bhd. 100 100

Principal activities

Timber trading, reforestation, planting
and management of oil palm
plantation

Manufacturing and selling of plywood

Extraction and sale of timber

Manufacture and sale of plywood

Manufacture and trading of adhesive
tapes, gummed tapes and
investment holding

Extraction and sale of logs

Extraction and sale of logs and timber
products

Extraction and sale of logs
Ceased operations

Sawmilling, extraction and sale of
timber

Extraction and sale of logs
Investment holding
Investment holding
Ceased operations

Logging contractor and operation of
barge

Provision of management services and
investment holding

Dormant

Dormant
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18. INVESTMENTS IN SUBSIDIARIES (CONT’D)

Details of the subsidiaries are as follows (cont’d):

Proportion of ownership
interest and voting
interest (%)

Name of subsidiaries 2019 2018 Principal activities

Incorporated in Malaysia (except as
identified) (cont’d):

Held by the Company (cont’d):

Samanda Equities Sdn. Bhd. 100 100 Investment holding and property rental
WTK-Yink Heli Harvesting Sdn. Bhd. 100 100 Dormant

Zapstat Sdn. Bhd. 100 100 Ceased operations

QPA Sdn. Bhd. 63.75 63.75 Ceased operations

Held through subsidiaries:

Subsidiary of Biofresh Produce

Sdn. Bhd.
Biofresh Produce Plantations 80 80 Planting and management of oil palm
Sdn. Bhd. plantation

Subsidiary of Biogrow City Sdn. Bhd.

Biogrow City Plantations Sdn. Bhd. 85 85 Planting and management of oil palm
plantation and operating of palm oill
mill

Subsidiaries of Loytape Industries

Sdn. Bhd.
Samanda Trading Sdn. Bhd. 100 100 Ceased operations
Central Mercantile Corporation (M) 100 100 Investment holding
Sdn. Bhd.
Loytape Marketing Sdn. Bhd. 100 100 Marketing and sales of adhesive

and gummed tapes, tape related
accessories and other packaging

materials
Subsidiaries of Central Mercantile
Corporation (M) Sdn. Bhd.
Samanda Marketing Corporation 100 100 Ceased operations

Sdn. Bhd.

Samanda Marketing & Sales Sdn. Bhd. 99.60 99.60 Ceased operations
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18. INVESTMENTS IN SUBSIDIARIES (CONT’D)

Details of the subsidiaries are as follows (cont’d):

Proportion of ownership
interest and voting
interest (%)

Name of subsidiaries 2019 2018 Principal activities

Incorporated in Malaysia (except as
identified) (cont’d):

Held through subsidiaries (cont’d):

Subsidiary of Piramid Intan

Sdn. Bhd.
Interglobal Empire Sdn. Bhd. 100 100 Extraction and sale of logs
Subsidiary of Towering Yield

Sdn. Bhd.
Positive Deal Sdn. Bhd. 65 65 Planting and management of oil palm

plantation

* The financial statements of the subsidiary company were not audited by the auditors of the Company
# Deconsolidated subsidiary, in liquidation and not audited

(@) Winding-up petition of a subsidiary in the previous financial year
Information relating to the winding-up petition of AMV is disclosed in Note 12(a).
(b) Deconsolidation of a subsidiary in the previous financial year

The effect of the deconsolidation of AMV and information relating to the discontinued operation of AMV are
disclosed in Notes 12(b) and 12(c).

(c) Incorporation of an indirect subsidiary in the previous financial year

On 9 August 2018, the wholly-owned subsidiary of the Company, Loytape Industries Sdn. Bhd., had
incorporated a wholly-owned subsidiary, known as Loytape Marketing Sdn. Bhd. (“LMSB”). LMSB was
incorporated as a private company limited by shares, under the Companies Act 2016, with a paid-up
capital of RM2.00 comprising 2 ordinary shares at the issued price of RM1.00 each. The principal activities
of LMSB is to carry on the business of marketing and sales of adhesive and gummed tapes, tape related
accessories and other packaging materials.
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INVESTMENTS IN SUBSIDIARIES (CONT’D)

(d) Summarised financial information of Biofresh Produce Plantations Sdn. Bhd. and Biogrow City
Plantations Sdn. Bhd. which have non-controlling interests are set out below. The summarised
financial information presented below is the amount before inter-company elimination. The non-
controlling interests in respect of other subsidiaries are not material to the Group.

()  Summarised Statements of Financial Position

Biofresh Produce Biogrow City
Plantations Sdn. Bhd. Plantations Sdn. Bhd. Total

2019 2018 2019 2018 2019 2018
RM’000 RM’000 RM’000 RM’000 RM’000 RM’000

Non-current assets 65,097 67,992 84,762 88,381 149,859 156,373
Current assets 2,449 8,303 10,575 13,018 13,024 21,321
Total assets 67,546 76,295 95,337 101,399 162,883 177,694
Current liabilities 79,404 82,334 24,957 49,273 104,361 131,607
Non-current liabilities 1,907 3,290 79,802 60,035 81,709 63,325
Total liabilities 81,311 85,624 104,759 109,308 186,070 194,932
Net liabilities (13,765) (9,329) (9,422) (7,909) (23,187) (17,238)
Equity attributable

to owners of the

Company (11,012) (7,463) (8,009) (6,722) (19,021) (14,185)

Non-controlling
interests (2,753) (1,866) (1,413) (1,187) (4,166) (3,053)

(i)  Summarised Statements of Profit or Loss and Other Comprehensive Income

Biofresh Produce Biogrow City
Plantations Sdn. Bhd. Plantations Sdn. Bhd. Total

2019 2018 2019 2018 2019 2018
RM’000 RM’000 RM’000 RM’000 RM’000 RM’000

Revenue 5,066 6,278 44,418 52,588 49,484 58,866

(Loss)/Profit for the
year (4,436) (6,632) (1,513) 212 (5,949) (6,420)

(Loss)/Profit
attributable to
owners of the
Company (3,549) (5,306) (1,287) 181 (4,836) (5,125)

(Loss)/Profit
attributable to non-
controlling interests (887) (1,326) (226) 31 (1,113) (1,295)
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18. INVESTMENTS IN SUBSIDIARIES (CONT’D)

(d) Summarised financial information of Biofresh Produce Plantations Sdn. Bhd. and Biogrow City
Plantations Sdn. Bhd. which have non-controlling interests are set out below. The summarised
financial information presented below is the amount before inter-company elimination. The non-
controlling interests in respect of other subsidiaries are not material to the Group. (cont’d)

(i)  Summarised Statements of Cash Flows

Biofresh Produce Biogrow City
Plantations Sdn. Bhd. Plantations Sdn. Bhd. Total

2019 2018 2019 2018 2019 2018
RM’000 RM’000 RM’000 RM’000 RM’000 RM’000

Net cash flows from/
(used in) operating
activities 1,809 3,283 8,175 (699) 9,984 2,584

Net cash flows used in
investing activities (391) (181) (2,108) (8,127) (2,499) (3,308)

Net cash flows (used
in)/from financing
activities (6,312) (2,334) (7,374) 3,064 (13,686) 730

Net (decrease)/increase
in cash and cash
equivalents (4,894) 768 (1,307) (762) (6,201) 6

Cash and cash
equivalents at
beginning of the year 5,673 4,905 6,090 6,852 11,763 11,757

Cash and cash
equivalents at end of
the year 779 5,673 4,783 6,090 5,562 11,763

19. INVESTMENT IN ASSOCIATES

Group
2019 2018

RM’000 RM’000

Unquoted shares, at cost - -




19.

20.
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INVESTMENT IN ASSOCIATES (CONT’D)

Details of the associates, which are incorporated in Malaysia, are as follows:

Proportion of ownership
interest and voting
interest (%)

Name of the associates 2019 2018 Principal activities

Held through subsidiary:

Alanya Marine Ventures Sdn. Bhd.

Nautical Returns Sdn. Bhd.* 49* 49* Provision of offshore support vessels,
equipment and engineering
consultation for oil and gas activities

Ketara Resource Sdn. Bhd. 49¢% 49* Dormant

* The High Court of Malaya in Kuala Lumpur had on 29 March 2018 ordered the associate to be wound-
up and a liquidator to be appointed. The Group had discontinued recognition of its share of losses of the
associate where its share of losses had exceeded the Group’s interest in the associate in the previous
financial year. As such, no summarised financial information is presented.

# As disclosed in Note 12(b), upon the court winding-up order, as well as the appointment of liquidator on
22 February 2018, AMV’s accounts has been deconsolidated from the Group on 23 February 2018 and
thus the investment in associates through AMV was deconsolidated as well. There is no gain or loss on
deconsolidation of investment in associates as its carrying amount formed a part of the net liabilities of AMV.

OTHER INVESTMENTS

Group Company
2019 2018 2019 2018

RM’000 RM’000 RM’000 RM’000

Financial assets at fair value through other
comprehensive income

Equity instruments (quoted in Malaysia) 381 318 381 318
Equity instruments (quoted outside Malaysia) 32 21 - -

413 339 381 318
Equity instruments (unquoted), at cost 100 100 - -

Financial assets at amortised cost

Investment in redeemable convertible
preference shares - - - -

Less: Accumulated impairment losses - - - -

Total other investments 513 439 381 318

Market value of quoted shares
- in Malaysia 381 318 381 318
- outside Malaysia 32 21 - -
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20. OTHER INVESTMENTS (CONT’D)
(@) Financial assets at amortised cost

Impairment of financial assets at amortised cost

The movement of the impairment account used to record impairment is as follows:

Group
2019 2018
RM’000 RM’000
At beginning of year - 15,000
Deconsolidation of a subsidiary - (15,000)

At end of year - -

Impairment assessment

As disclosed in Note 12(a), a winding-up petition was served on Alanya Marine Ventures Sdn. Bhd. (“AMV”).
A full impairment loss of RM15,000,000 was recognised in profit or loss, reducing the net carrying amount
of the investment to Nil as at 31 December 2017.

Upon the court winding-up order, as well as the appointment of liquidator on 22 February 2018 as

disclosed in Note 12(b), the investment in redeemable convertible preference shares in AMV has been
written off against the allowance for impairment losses in the previous financial year.

21. INTANGIBLE ASSETS

Timber
Goodwill rights Total
RM’000 RM’000 RM’000
Cost
At 1.1.2018/ 31.12.2018/ 1.1.2019/ 31.12.2019 33,593 111,584 145,177

Accumulated amortisation and impairment

At 1.1.2018 9,404 85,713 95,117
Amortisation (Note 8) - 6,154 6,154
At 31.12.2018/ 1.1.2019 9,404 91,867 101,271
Amortisation (Note 8) - 6,154 6,154
Impairment loss (Note 8) 19,633 - 19,633
At 31.12.2019 29,037 98,021 127,058

Net carrying amount

At 31.12.2019 4,556 13,563 18,119

At 31.12.2018 24,189 19,717 43,906
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21. INTANGIBLE ASSETS (CONT’D)
(@) Impairment testing of goodwill

Allocation of goodwill

Goodwill acquired through business combinations is allocated to the Group’s cash-generating units
(“CGU") as follows:

Goodwill
2019 2018
RM’000 RM’000
Timber division 3,240 22,873
Trading division 1,308 1,308
Manufacturing division 8 8
4,556 24,189

The recoverable amount of goodwill is determined based on value-in-use calculations using cash flow
projections based on financial budgets approved by management covering a five-year period and/or
over the period of the rights granted and expected to be granted. The assumptions used for value-in-use
calculations are:

Terminal Growth Rates

2019 2018
Timber division 1% 1%
Trading division 1% 1%

Discount Rates

2019 2018
Timber division 10% 9%
Trading division 6% 7%

The following are the key assumptions on which management has based its cash flow projections to
undertake the impairment testing of goodwill:

(i) Terminal growth rates
The forecasted growth is based on industry research and past historical trend.
(i) Discount rates

The discount rates used are pre-tax and reflect specific risks relating to the relevant cash generating
units.

The Group believes that there is no reasonable possible change in the above key assumptions applied
that is likely to materially cause the recoverable amount to be lower than its carrying amount.
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22.

BIOLOGICAL ASSETS

Oil palm Reforestation

fresh fruit (Planted
bunches trees) Total
RM’000 RM’000 RM’000

Group
Fair value
At 1.1.2018 673 58,449 54,122
Additions - 1,717 1,717
(Loss)/Gain arising from changes in fair value (277) 8,137 7,860
At 31.12.2018 396 63,303 63,699
At 1.1.2019 396 63,303 63,699
Additions - 1,177 1,177
Gain/(Loss) arising from changes in fair value 533 (5,564) (5,031)
At 31.12.2019 929 58,916 59,845

The biological assets are subject to the following maturity periods:

Group
2019 2018
RM’000 RM’000
Current
- Harvest not later than 1 year 929 396

Non-current
- Harvest later than 1 year 58,916 63,303
59,845 63,699

The biological assets of the Group comprise of oil palm fresh fruit bunches (“FFB”) and trees prior to harvest.
The valuation model adopted by the Group considers the present value of the net cash flows expected to be
generated from the sale of FFB and trees felled.

To arrive at the fair value of the FFB, the management considered the oil content of the unripe FFB and derived
the assumption that the net cash flow to be generated from FFB prior to more than 15 days to harvest to be
negligible, therefore, the quantity of the unripe FFB on bearer plants of up to 15 days prior to harvest was used
for valuation purposes. Costs to sell which include harvesting and transport cost, are deducted in arriving at the
net cash flow to be generated.

To arrive at the fair value of trees, the management derived the assumption that the net cash flow to be
generated from trees felled is upon maturity of 13 years.

The change in fair value of the biological assets in each accounting period is recognised in profit or loss.

The Group’s biological assets were fair valued within Level 3 of the fair value hierarchy. Fair value assessments
have been completed consistently using the same valuation techniques.
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22. BIOLOGICAL ASSETS (CONT’D)
The key assumptions (unobservable inputs) used to determine the fair value are as follows:
Group

2019 2018
Oil palm FFB
Areas (Hectare (“Ha”)) 8,799 10,135
Average FFB selling price (RM/Metric tonne (“MT”)) 450 306
Reforestation (Planted trees)
Discount rate (%) 13 13
Areas (Ha) 8,700 8,700
Average logs selling price (RM/MT) 446 490

A quantitative sensitivity analysis of the change in the average selling price of FFB (RM/MT) and trees felled (RM/
MT) on the fair value of the biological assets is set out below:

Group
2019 2018
RM’000 RM’000
Oil palm FFB
5% increase in average selling price of FFB 65 32
5% decrease in average selling price of FFB (65) (32)

Reforestation (Planted trees)

5% increase in average selling price of logs 5,703 6,149
5% decrease in average selling price of logs (5,703) (6,149)

A quantitative sensitivity analysis of the change in the discount rate of trees felled (RM/MT) on the fair value of
the biological assets is set out below:

Group
2019 2018

RM’000 RM’000

Reforestation (Planted trees)

1% increase in discount rate (3,027) (8,277)
1% decrease in discount rate 3,237 3,508
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23. DEFERRED TAX (CONT’D)

Group Company
2019 2018 2019 2018

RM’000 RM’000 RM’000 RM’000

Presented after appropriate offsetting as
follows:

Deferred tax liabilities (58,665) (43,175) (502) (453)

Certain deferred tax assets have not been recognised in respect of the following items:

Group
2019 2018
RM’000 RM’000
Unabsorbed capital allowances 68,030 154,799
Unutilised tax losses 40,842 182,853
Tree planting expenditure - (63,408)
Property, plant and equipment (70,772) (177,887)
Impairment of trade receivables - 1,808
Right-of-use assets (496) -
37,604 98,165

These deferred tax assets are not recognised as it is not probable that future taxable profit will be available
against which the unabsorbed capital allowances, unutilised tax losses, unabsorbed agriculture allowances and
other temporary differences related to tree planting expenditure, property, plant and equipment and impairment
of trade receivables can be utilised. The availability of the unabsorbed capital allowances, unutilised tax losses,
unabsorbed agriculture allowances and other temporary differences related to tree planting expenditure, property,
plant and equipment and impairment of trade receivables for offsetting against future taxable profits of the Group
is subject to agreement by the tax authorities. The comparative figures have been revised to reflect the final tax
submission.
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24. INVENTORIES
Group
2019 2018
RM’000 RM’000
At cost
Finished goods 14,260 77,192
Work-in-progress 5,699 19,982
Raw materials 6,890 12,615
Consumable inventories 14,152 17,179
Finished goods in transit 1,171 525
Vacant lots 1,251 1,251
43,423 128,744
At net realisable value
Work-in-progress 15,255 -
Finished goods 58,606 1,404
73,861 1,404
117,284 130,148

The Group’s inventories of RM1,251,000 (2018: RM1,251,000) are expected to be recovered after more than
twelve months.

During the financial year, the amount of inventories recognised as an expense in cost of sales of the Group was
RM574,614,000 (2018: RM457,633,000).
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25. TRADE AND OTHER RECEIVABLES

Group Company
2019 2018 2019 2018

RM’000 RM’000 RM’000 RM’000

Trade receivables

Third parties 41,206 61,066 - -
Less: Allowance for impairment losses

Third parties (114) (1,940) - -
Trade receivables, net 41,092 59,126 - -

Other receivables:

Amount due from subsidiaries - - 7,457 39,680
Refundable deposits 621 516 54 74
Sundry receivables 12,405 22,386 28 1,283
13,026 22,902 7,539 41,037

Less: Allowance for impairment losses
Amount due from subsidiaries - - (6,348) (6,348)
Sundry receivables (922) (958) - -
(922) (958) (6,348) (6,348)
Other receivables, net 12,104 21,944 1,191 34,689
Total trade and other receivables (Note 38) 53,196 81,070 1,191 34,689

(a) Trade receivables

Trade receivables are non-interest bearing and generally on 7 to 120 days (2018: 7 to 120 days) terms.
Other credit terms are assessed and approved on a case-by-case basis. They are recognised at their
original invoice amounts which represent their fair values on initial recognition. Included in third parties
trade receivables of the Group is RM2,334,000 (2018: RM3,377,000) due from related parties. The amounts
are unsecured, interest free and are repayable on demand.

The Group always measures the loss allowance for trade receivables at an amount equal to lifetime
expected credit loss (“ECLs”). The ECLs on trade receivables are estimated by reference to past default
experience of the debtor and an analysis of the debtor’s current financial position, adjusted for factors that
are specific to the debtors, general economic conditions of the industry in which the debtors operate and
an assessment of both the current as well as the forecast direction of conditions at the reporting date.

There has been no change in the estimation techniques or significant assumptions made during the current
reporting period.

The Group writes off a trade receivable when there is information indicating that the debtor is in severe
financial difficulty and there is no realistic prospect of recovery, e.g. when the debtor has been placed
under liquidation or has entered into bankruptcy proceedings, or when the trade receivables are over two
years past due, whichever occurs earlier.
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25. TRADE AND OTHER RECEIVABLES (CONT’D)
(@) Trade receivables (cont’d)
Ageing analysis of trade receivables

The following table provides information about the exposure to credit risk and ECLs for trade receivables
for 31 December 2019 and 31 December 2018.

Group

2019 2018
RM’000 RM’000

Not credit impaired

Current 33,171 51,498
1 to 30 days past due 3,886 3,729
31 to 60 days past due 1,786 2,208
61 to 90 days past due 908 655
39,751 58,090

Credit impaired
91 to 120 days past due 238 376
More than 121 days past due 1,217 2,600
1,455 2,976
Total trade receivables 41,206 61,066
Less: Impaired more than 121 days past due (114) (1,940)
Trade receivables, net 41,092 59,126

The Group’s current credit risk grading framework comprises the following categories:

Basis for recognising expected

Category Description credit losses (“ECL”)

Performing The counterparty has a low risk of default and | 12-month ECL
does not have any past-due amounts.

Doubtful Amount is >30 days past due or there has been | Lifetime ECL - not credit-impaired
a significant increase in credit risk since initial
recognition.

In default Amount is >90 days past due or there is | Lifetime ECL - credit-impaired

evidence indicating the asset is credit-impaired.

Write-off There is evidence indicating that the debtor is in | Amount is written off
severe financial difficulty and the Group has no
realistic prospect of recovery.
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25. TRADE AND OTHER RECEIVABLES (CONT’D)
(@) Trade receivables (cont’d)

Trade receivables that are impaired

The movements of the allowance accounts used to record the impairment of the Group’s trade receivables

is as follows:
Group
2019 2018

RM’000 RM’000

At beginning of year 1,940 81,975
Written off (1,808) ©)
Reversal of impairment losses (Note 6) (18) -
Deconsolidation of a subsidiary - (80,026)
At end of year 114 1,940

Trade receivables that are individually determined to be impaired at the reporting date relate to debtors that
have defaulted on payments. These receivables are not secured by any collateral or credit enhancements.

(b) Other receivables
(i) Amount due from subsidiaries

Amount due from subsidiaries of the Company are unsecured, interest free and repayable on demand,
except for an unsecured short-term advance of Nil (2018:Nil), which bears interest at rates ranging
from Nil (2018: 4.25% to 4.91%) and is repayable within the credit period of 12 months.

(i) Sundry receivables

(@ Included in sundry receivables of the Group is an amount of RM4,137,000 (2018: RM4,140,000)
due from related parties. The amounts are unsecured, interest free and are repayable on
demand.

(b) Included in sundry receivables of the Group and of the Company is an amount of Nil (2018:
RM1,283,000) and Nil (2018: RM1,240,000) respectively, representing Escrow Accounts together
with the interest accrued thereon establised for a period of 3 years (“Escrow period”) from 1
September 2016 for the settlement of any future tax, penalties or fines imposed by the Inland
Revenue Board of Malaysia in regards to the former subsidiary’s tax returns for the years of
assessment 2007 to 2014.
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25. TRADE AND OTHER RECEIVABLES (CONT’D)
(b) Other receivables (cont’d)
Other receivables that are impaired

The Group’s and the Company’s other receivables that are impaired at the reporting date and the
movement of the allowance accounts used to record the impairment are as follows:

Individually impaired

Group Company
2019 2018 2019 2018
RM’000 RM’000 RM’000 RM’000
Other receivables - nominal amounts 922 958 7,385 6,988
Less: Allowance for impairment losses (922) (958) (6,348) (6,348)
- - 1,037 640

Movements in allowance accounts:

Group Company
2019 2018 2019 2018

RM’000 RM’000 RM’000 RM’000

At beginning of year 958 42,150 6,348 51,366

Charge for the year (Note 8) - 36 - -
Reversal of impairment

losses (Note 6) - 49) - -

Written off (36) (10,049) - (45,018)

Deconsolidation of a subsidiary - (31,130) - -

At end of year 922 958 6,348 6,348

Included in other receivables of the Company that are impaired is an amount of RM6,348,000 (2018:
RM®6,348,000) pertaining to subsidiaries.

26. OTHER CURRENT ASSETS

Group Company
2019 2018 2019 2018
RM’000 RM’000 RM’000 RM’000
Tax recoverable 1,884 5,426 - 178
Prepayments 4,144 5,027 107 80

6,028 10,453 107 258
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27. CASH AND BANK BALANCES

Group Company
2019 2018 2019 2018
RM’000 RM’000 RM’000 RM’000
Cash on hand and at banks 97,556 70,484 33,392 3,589
Short-term deposits with licensed financial
institutions 285,604 313,742 35,150 27,875
Cash and bank balances (Note 38) 383,160 384,226 68,542 31,464

Certain amounts of cash at bank earn interest at floating rates based on daily bank deposit rates. Short-term
deposits are made for varying periods of between one day and twelve months (2018: one day and twelve
months) depending on the immediate cash requirements of the Group and the Company and earn interest at the
respective short-term deposit rates. The weighted average effective interest rates per annum for deposits at the
end of the financial year are as follows:

Company

2019 2018
% %

Licensed financial institutions 2.90 2.86 3.31 3.56

For the purpose of the statements of cash flows, cash and cash equivalents comprise the following at the
reporting date:

Group Company
2019 2018 2019 2018
RM’000 RM’000 RM’000 RM’000
Cash and bank balances 383,160 384,226 68,542 31,464
Less: Bank overdrafts (Note 29) (2,364) (1,379) - -
Cash and cash equivalents 380,796 382,847 68,542 31,464

28. RETIREMENT BENEFIT OBLIGATIONS

One of the subsidiaries of the Group operates an unfunded defined benefit plan for its eligible employees in
accordance with the terms and conditions of employment between the subsidiary and its employees.

The latest actuarial valuation report dated 17 May 2019 was carried out by an independent valuer of the Fellow
of the Institute of Actuaries.
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28. RETIREMENT BENEFIT OBLIGATIONS (CONT’D)

The amounts recognised in the statements of financial position are determined as follows:

Group
2019 2018
RM’000 RM’000
Present value of unfunded defined benefit obligations 2,073 2,099
Analysed as:
Current
Not later than 1 year 319 181

Non-current:

Later than 1 year but not later than 2 years 411 393
Later than 2 years but not later than 5 years 582 1,210
Later than 5 years 761 315
1,754 1,918
2,073 2,099

The amounts recognised in the statements of profit or loss and other comprehensive income are as follows:

Group
2019 2018
RM’000 RM’000
Current service cost 82 53
Interest cost 101 112
Total, included in employee benefits expense (Note 9) 183 165

Movements in the net liability in the current year are as follows:

Group
2019 2018
RM’000 RM’000
At beginning of year 2,099 2,288
Add: Included in profit or loss
Current year provision (Note 9) 183 165
Add: Included in other comprehensive income
Remeasurement loss on retirement benefit obligations 184 -
2,466 2,453
Less: Paid during the year (393) (354)

At end of year 2,073 2,099
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28. RETIREMENT BENEFIT OBLIGATIONS (CONT’D)

The principal actuarial assumptions used for the determination of the provision for retirement benefits are as
follows:

Discount rate at year end 4.6 4.9

Expected rate of salary increases:

- ages 35 - 39 6.5 6.5
-ages 40 - 44 5.5 5.5
- ages 45 - 49 5.5 5.5
- ages 50 - 100 5.0 5.0

The retirement benefits plan is eligible to non-executives of the subsidiary who were hired prior to 1 January
2003. There was no employees aged less than 35 are eligible to the retirement benefits plan.

A quantitative sensitivity analysis of the change in the discount rate, salary and base withdrawal rate on defined
benefit obligations are as follows:

Impact on defined benefit

obligations
(decrease)/increase
2019 2018
RM’000 RM’000
1% increase in discount rate (91) (102)
1% decrease in discount rate 98 110
1% increase in salary 119 180

1% decrease in salary (112) (166)
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29. LOANS AND BORROWINGS

Group Group

Current

Secured:

Bank overdrafts (Note 27)
Term loans:

- RM loan at lender’s cost of funds
+ 1.375% p.a.

- RM loan at lender’s cost of funds
+1.00% p.a.

- RM loan at lender’s cost of funds
+ 1.50% p.a.

- SGD loan at lender’s cost of funds
Trade financing facilities
Obligations under finance leases (Note 37(a))

Unsecured:
Trade financing facilities

Non-current
Secured:
Term loans

- RM loan at lender’s cost of funds
+ 1.50% p.a.

- RM loan at lender’s cost of funds
+1.375% p.a.

- RM loan at lender’s cost of funds
+ 1.00% p.a.

- SGD loan at lender’s cost of funds
- 3.00% p.a. fixed rate RM loan
Obligations under finance leases (Note 37(a))

Total loans and borrowings (Note 38)

2019

Maturity

On demand

2020

2020

2020

2020
2020

2020

2021 - 2025

2021 - 2023

2021 - 2022

2021-2025
2021

2018
Maturity

On demand

2019

2019

2019
2019
2019
2019

2019

2020 - 2025

2020 - 2023

2020 - 2022
2020 - 2022
2020 - 2025
2020 - 2021

2019
RM’000

2018
RM’000

2,364 1,379
500 7,000
10,694 5,472
5,063 2,563

- 270
87,376 70,895
749 947
106,746 88,526
27,000 30,000
133,746 118,526
52,276 57,339
9,000 9,500
22,805 32,528
- 796
18,954 18,509
81 811
103,116 119,483
236,862 238,009
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29. LOANS AND BORROWINGS (CONT’D)

Group Company
2019 2018 2019 2018

RM’000 RM’000 RM’000 RM’000

Total loans and borrowings

Bank overdrafts (Note 27) 2,364 1,379 - -
Term loans 119,292 133,977 - -
Trade financing facilities 114,376 100,895 - -
Obligations under finance leases (Note 37(a)) 830 1,758 - -

236,862 238,009 - -

The remaining maturities of the loans and borrowings as at 31 December are as follows:

Group Company
2019 2018 2019 2018
RM’000 RM’000 RM’000 RM’000
Not later than 1 year 133,746 118,526 - -
Later than 1 year but not later than 2 years 35,838 11,235 - -
Later than 2 years but not later than 5 years 63,300 87,900 - -
Later than 5 years 3,978 20,348 - -
236,862 238,009 - -

The weighted average interest rates per annum for borrowings at the end of the financial year were as follows:

Company
2019 2018

%

Bank overdrafts 7.51 7.61 - -
Term loans 4.59 4.33 - -
Trade financing facilities 3.17 4.41 - 4.58
Obligations under finance leases 4.10 3.99 - -

The bank overdrafts, term loans and trade financing facilities of the Group are secured by certain assets of the
Group as disclosed in Notes 14 and 17.

RM loan at lender’s cost of funds + 1.375% p.a.

The term loans are secured by a fixed and floating charge over certain assets of the Group as disclosed in Note
14, excluding the License for Planted Forest No. LPF/0032 and is secured by corporate guarantee issued by the
Company.

3.00% p.a. fixed rate RM loan (Forest Plantation Development Sdn. Bhd.)

The term loan is secured by an unconditional and irrevocable corporate guarantee and indemnity by the
Company and a first party deed of assignment over the project area within License No. LPF/0032. In addition,
it is also secured by a Power of Attorney in favour of Forest Plantation Development Sdn. Bhd. in the form
approved by Forest Plantation Development Sdn. Bhd..



140 W T KHOLDINGS BERHAD 197001000863 (10141-M)

NOTES TO THE FINANCIAL STATEMENTS

for the financial year ended 31 December 2019
cont’d

29,

LOANS AND BORROWINGS (CONT’D)
RM loan at lender’s cost of funds + 1.00% p.a.

The term loans are secured by a fixed and floating charge over certain assets of the Group as disclosed in Notes
14 and 17, both present and future and is secured by corporate guarantee issued by the Company.

RM loan at lender’s cost of funds + 1.50% p.a.

The term loans are secured by a fixed and floating charge over certain assets of the Group as disclosed in Note
17, both present and future and is secured by corporate guarantee issued by the Company.

SGD loan at lender’s cost of funds - p.a.

The term loan is secured over certain assets of the Group as disclosed in Note 14 and is secured by corporate
guarantee issued by the Company.

Reconciliation of liabilities arising from financing activities

The table below details changes in the Group’s and the Company’s liabilities arising from financing activities,
including both cash and non-cash changes. Liabilities arising from financing activities are those for which cash
flows were, or future cash flows will be, classified in the Group’s and the Company’s statements of cash flows as
cash flows from financing activities.

Non-cash changes

Effect of Foreign
adopting Financing New lease exchange
1.1.2019 MFRS 16 cash flows arrangements movement 31.12.2019
RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
Term loans 133,977 - (14,686)* - 1 119,292
Trade financing facilities 100,895 - (13,481)* - - 114,376

Obligations under
finance leases

(Note 14(b)) 1,758 - (928) - - 830
Lease liabilities - 6,616 (631) 1,237 - 7,222
236,630 6,616 (2,764) 1,237 1 241,720

Non-cash changes

Foreign
Financing New lease exchange
1.1.2018 cash flows arrangements movement 31.12.2018
RM’000 RM’000 RM’000 RM’000 RM’000
Term loans 154,465 (20,483)" - %) 133,977
Trade financing facilities 103,319 (2,424) - - 100,895
Obligations under finance leases
(Note 14(b)) 2,450 (1,231) 539 - 1,758

260,234 (24,138) 539 (%) 236,630
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29. LOANS AND BORROWINGS (CONT’D)

Reconciliation of liabilities arising from financing activities (cont’d)

Company New lease Financing
1.1.2019 arrangements cash flows 31.12.2019
RM’000 RM’000 RM’000 RM’000
Lease liabilities - 603 (190) 413
- 603 (190) 413
Company Financing
1.1.2018 cash flows 31.12.2018
RM’000 RM’000 RM’000
Trade financing facilities 34,700 (34,700)" -
34,700 (34,700) -

* The cash flows from term loans and trade financing facilities make up the net amount of proceeds from
borrowings and repayments of borrowings in the statements of cash flows.

30. TRADE AND OTHER PAYABLES

Group Company
2019 2018 2019 2018

RM’000 RM’000 RM’000 RM’000

Trade payables 48,813 72,544 - -

Other payables:

Accruals 8,979 13,243 667 77
Sundry payables 6,396 7,711 729 719
Amount due to subsidiaries - - 4,233 4,084
15,375 20,954 5,629 5,520

Total trade and other payables (Note 38) 64,188 93,498 5,629 5,520
Less: Amount due within 12 months (64,188) (93,498) (5,629) (5,520)

Amount due after 12 months - - - _

(@) Trade payables

Trade payables are non-interest bearing and are normally settled on 30 to 90 days (2018: 30 to 90 days)
terms. Included in trade payables of the Group is RM25,121,000 (2018: RM26,001,000) due to related
parties. The amounts are unsecured, interest free and are repayable on demand.
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30. TRADE AND OTHER PAYABLES (CONT’D)
(b) Sundry payables

Sundry payables are non-interest bearing and are normally settled on an average of 2 to 6 months (2018: 2
to 6 months).

Included in sundry payables of the Group is RM1,559,000 (2018: RM2,218,000) due to related parties. The
amounts are unsecured, interest free and are repayable on demand.

() Amount due to subsidiaries

The amount due to subsidiaries of the Company is unsecured, interest-free and is repayable on demand.

31. LEASE LIABILITIES

Group Company
2019 2018 2019 2018
RM’000 RM’000 RM’000 RM’000
Amounts due for settlement within 12-months 642 - 172 -
Amounts due for settlement after 12-months 6,580 - 241 -
7,222 - 413 -

Maturity analysis:

Not later than 1 year 642 - 172 -
Later than 1 year and not later than 5 years 1,410 - 241 -
Later than 5 years 5,170 - - -

7,222 - 413 -

32. SHARE CAPITAL AND TREASURY SHARES

<«————— Group and Company ————»

Number of ordinary
shares Amount

Share Share

capital capital
(issued and Treasury (issued and Treasury
fully paid) shares fully paid) CHETC

‘000 ‘000 RM’000 RM’000

31.12.2018/ 1.1.2019/ 31.12.2019 481,345 (3,871) 309,346 (8,156)

(@) Share capital

The holders of ordinary shares (except treasury shares) are entitled to receive dividends as and when
declared by the Company. All ordinary shares carry one vote per share without restrictions and rank equally
with regard to the Company’s residual assets.
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32. SHARE CAPITAL AND TREASURY SHARES (CONT’D)
(b) Treasury shares

Treasury shares relate to ordinary shares of the Company that are held by the Company. The amount
consists of the acquisition costs of treasury shares net of the proceeds received on their subsequent sale
or issuance.

Of the total of 481,344,552 issued and fully paid ordinary shares as at 31 December 2019, 3,871,000 shares
are held as treasury shares by the Company. As at 31 December 2019, the number of outstanding ordinary
shares in issued after set-off is therefore 477,473,552.

There has been no resale of treasury shares or cancellation of shares bought back during the financial year.

The shares repurchased for the financial year ended 31 December 2019 and 31 December 2018 were as follows:

Group and Company

Number of
ordinary Total
shares cost

RM

Treasury shares

Balance as at 1.1.2018/ 31.12.2018/ 1.1.2019/ 31.12.2019 3,871,000 8,156,195

Subsequent to the financial year end, the Company repurchased 2,308,400 ordinary shares amounting to
RM668,969.

33. OTHER RESERVES

Foreign
currency Fair value
translation adjustment

reserve reserve Total
RM’000 RM’000 RM’000

At 1.1.2019 5,874 (398) 5,476

Other comprehensive income/(loss):

Financial assets at fair value through other
comprehensive income:

- Gain on fair value changes - 74 74
Foreign currency translation (362) - (362)
At 31.12.2019 5,512 (324) 5,188
At 1.1.2018 5,919 (104) 5,815

Other comprehensive loss:

Financial assets at fair value through other
comprehensive income:

- Loss on fair value changes - (294) (294)
Foreign currency translation (45) - (45)
At 31.12.2018 5,874 (398) 5,476
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33. OTHER RESERVES (CONT’D)

Fair value
Capital adjustment

reserve reserve Total
Company RM’000 RM’000 RM’000

At 1.1.2019 400 (330) 70

Other comprehensive income:

Financial assets at fair value through other
comprehensive income:

- Gain on fair value changes - 63 63
At 31.12.2019 400 (267) 133
At 1.1.2018 400 (59) 341

Other comprehensive loss:

Financial assets at fair value through other
comprehensive income:

- Loss on fair value changes - 271) 271)
At 31.12.2018 400 (830) 70

(@) Foreign currency translation reserve
The foreign currency translation reserve represents exchange differences arising from the translation of the
financial statements of foreign operations whose functional currency is different from that of the Group’s
presentation currency.

(b) Fair value adjustment reserve
The fair value adjustment reserve represents the cumulative fair value changes, net of tax, of financial
assets at fair value through other comprehensive income until they are disposed of or impaired.

34. RETAINED EARNINGS

The Company is under the single-tier income tax system and accordingly, the entire retained earnings of the
Company are available for distribution as single-tier dividends to the shareholders of the Company.
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35. RELATED PARTY TRANSACTIONS

In addition to the transactions detailed elsewhere in the financial statements, the Group and the Company had
the following transactions with subsidiaries, an associate and other related parties during the financial year:

Company
2019 2018

RM’000 RM’000

(i) Transactions with subsidiaries

Gross dividends received from subsidiaries:

Loytape Industries Sdn. Bhd. 1,500 9,522
Central Mercantile Corporation (S) Ltd. 1,795 883
Cairnfield Sdn. Bhd. 3,000 4,500
Dusun Nyiur Sdn. Bhd. 500 1,000
Limpah Mewah Sdn. Bhd. - 500
Linshanhao Plywood (Sarawak) Sdn. Bhd. 2,000 1,000
Kuching Plywood Berhad 1,000 500
Piramid Intan Sdn. Bhd. 1,000 2,500
Sut Sawmill (3064) Sdn. Bhd. 500 1,500
Song Logging Company Sendirian Berhad 2,000 4,000

13,295 25,905

Management fee charged by a subsidiary:
WTK Corporate Management Sdn. Bhd. 1,367 1,340

Group
2019 2018

RM’000 RM’000

(ii) Transactions with an associate - Nautical Returns Sdn. Bhd.

Interest income from an associate - 111
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35. RELATED PARTY TRANSACTIONS (CONT’D)
In addition to the transactions detailed elsewhere in the financial statements, the Group and the Company had
the following transactions with subsidiaries, an associate and other related parties during the financial year
(cont’d):

(iii) Transactions with other related parties

Group
Note 2019 2018

RM’000 RM’000

Contract fees paid in relation to logging operations:

Ann Yun Logistics Sdn. Bhd. a 2,450 3,240
United Agencies Sdn. Bhd. b 3,284 7,690
W T K Realty Sdn. Bhd. c 67 260

5,801 11,190

Contract fee received:
W T K Realty Sdn. Bhd. c - 89

Lighterage and freight:

Master Ace Territory Sdn. Bhd. (In Liquidation) d - 362
Ocarina Development Sdn. Bhd. e 1,763 2,465
W T K Realty Sdn. Bhd. c 4,205 6,804
Harbour-View Realty Sdn. Bhd. f 52 142
6,020 9,773
Purchase of logs:
Harbour-View Realty Sdn. Bhd. f - 7,815
Ocarina Development Sdn. Bhd. e 32,759 18,079
32,759 25,894
Purchase of fertiliser:
WTK Service & Warehousing Sdn. Bhd. g 7,988 8,958
Purchase of frozen food:
Sing Chew Coldstorage Sdn. Bhd. h 6,314 7,433
Purchase of hardware and lubricants:
WTK Service & Warehousing Sdn. Bhd. g 10,868 16,634
Purchase of spare parts:
WTK Service & Warehousing Sdn. Bhd. g 12,304 21,436
Sales of sawn timber:
W T K Realty Sdn. Bhd. c 2 23
WTK Service & Warehousing Sdn. Bhd. g - 362

2 385
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35. RELATED PARTY TRANSACTIONS (CONT’D)
In addition to the transactions detailed elsewhere in the financial statements, the Group and the Company had
the following transactions with subsidiaries, an associate and other related parties during the financial year
(cont’d):

(iii) Transactions with other related parties (cont’d)

Group

Note 2019 2018
RM’000 RM’000

Sales of fresh fruit bunches:

Delta-Pelita Sebakong Sdn. Bhd. i 9,924 10,508
Harvard Master Sdn. Bhd. j 8,134 7,277
Southwind Plantation Sdn. Bhd. k 1,505 1,794

19,563 19,579

Purchase of fresh fruit bunches:

Utahol Sdn. Bhd. | 9,875 14,467
Utahol (2008) Sdn. Bhd. q 734 -
W T K Realty Sdn. Bhd. c - 42

10,609 14,509

Hiring of machinery paid:

B.H.B. Sdn. Bhd. m 27 30
Harbour-View Realty Sdn. Bhd. f 10 112
Southwind Plantation Sdn. Bhd. k 24 24
Tab Timbers (Sarawak) Sdn. Bhd. n 65 119
Utahol Sdn. Bhd. I - 17
W T K Realty Sdn. Bhd. c 70 259
196 561
Hiring of machinery received:
B.H.B. Sdn. Bhd. m - 36
Harbour-View Realty Sdn. Bhd. f - 45
Imbok Enterprise Sdn. Bhd. o] 72 72
United Agencies Sdn. Bhd. b 145 222
Utahol Sdn. Bhd. I 32 36
WTK Reforestation Sdn. Bhd. p - 48
249 459
Office rental paid:
W T K Realty Sdn. Bhd. c 216 243

Management fees and support system paid:
W T K Management Services Sdn. Bhd. r 5,856 6,118
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35. RELATED PARTY TRANSACTIONS (CONT’D)

In addition to the transactions detailed elsewhere in the financial statements, the Group and the Company had
the following transactions with subsidiaries, an associate and other related parties during the financial year

(cont’d):

(iii) Transactions with other related parties (cont’d)

(a)

(b)

(c)

(d)

(e)

U]

(9)

Ann Yun Logistics Sdn. Bhd.

The family members of the late Datuk Wong Kie Nai are directors and major shareholders of Ann Yun
Logistics Sdn. Bhd..

United Agencies Sdn. Bhd.

The directors and/or major shareholders of the Company, namely Pemanca Datuk Sir Wong Kie Yik,
the late Datuk Wong Kie Nai (estate), Wong Kie Chie and Dato’ Sri Patrick Wong Haw Yeong are
directors and/or major shareholders of United Agencies Sdn. Bhd..

W T K Realty Sdn. Bhd.

The directors and/or major shareholders of the Company, namely Pemanca Datuk Sir Wong Kie Yik,
the late Datuk Wong Kie Nai (estate), Wong Kie Chie and Dato’ Sri Patrick Wong Haw Yeong are
directors and/or major shareholders of W T K Realty Sdn. Bhd., whilst family members of the late
Datuk Wong Kie Nai are also directors and/or a major shareholder of W T K Realty Sdn. Bhd..

Master Ace Territory Sdn. Bhd. (In Liquidation)

The directors and/or major shareholders of the Company, namely Pemanca Datuk Sir Wong Kie Yik,
the late Datuk Wong Kie Nai (estate) and Dato’ Sri Patrick Wong Haw Yeong are directors and/or
major shareholders of Master Ace Territory Sdn. Bhd. (In Liquidation), whilst a family member of the
late Datuk Wong Kie Nai is also a director of Master Ace Territory Sdn. Bhd. (In Liquidation).

Ocarina Development Sdn. Bhd.

The directors and/or major shareholders of the Company, namely Pemanca Datuk Sir Wong Kie Yik,
the late Datuk Wong Kie Nai (estate), Wong Kie Chie, Dato’ Sri Patrick Wong Haw Yeong and W T K
Realty Sdn. Bhd. are directors and/or major shareholders of Ocarina Development Sdn. Bhd., whilst
family members of the late Datuk Wong Kie Nai (estate) are also directors and/or a major shareholder
of Ocarina Development Sdn. Bhd..

Harbour-View Realty Sdn. Bhd.

The directors and/or major shareholders of the Company, namely Pemanca Datuk Sir Wong Kie Yik,
Wong Kie Chie and Dato’ Sri Patrick Wong Haw Yeong are directors and/or major shareholders of
Harbour-View Realty Sdn. Bhd., whilst family members of late Datuk Wong Kie Nai and Wong Kie
Chie are also major shareholders of Harbour-View Realty Sdn. Bhd..

WTK Service & Warehousing Sdn. Bhd.

The directors and/or major shareholders of the Company, namely Pemanca Datuk Sir Wong Kie Yik,
Wong Kie Chie and Dato’ Sri Patrick Wong Haw Yeong are directors of WTK Service & Warehousing
Sdn. Bhd. (“WTK Service & Warehousing”), whilst WTK Service & Warehousing is wholly-owned
by W T K Realty Sdn. Bhd., a major shareholder of the Company. W T K Realty Sdn. Bhd. is also
a company deemed connected to Pemanca Datuk Sir Wong Kie Yik, the late Datuk Wong Kie Nai
(estate) and Wong Kie Chie by virtue of their substantial shareholdings in W T K Realty Sdn. Bhd..
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35. RELATED PARTY TRANSACTIONS (CONT’D)

In addition to the transactions detailed elsewhere in the financial statements, the Group and the Company had
the following transactions with subsidiaries, an associate and other related parties during the financial year
(cont’d):

(iii) Transactions with other related parties (cont’d)
(h) Sing Chew Coldstorage Sdn. Bhd.

The directors and/or major shareholders of the Company, namely Pemanca Datuk Sir Wong Kie Yik
and Dato’ Sri Patrick Wong Haw Yeong are directors of Sing Chew Coldstorage Sdn. Bhd. (“Sing
Chew”), whilst Sing Chew is wholly-owned by TMC Importer & Exporter Sdn. Bhd., a company
deemed connected to Pemanca Datuk Sir Wong Kie Yik, the late Datuk Wong Kie Nai (estate) and
Wong Kie Chie and W T K Realty Sdn. Bhd..

(i) Delta-Pelita Sebakong Sdn. Bhd.

The directors and/or major shareholders of the Company, namely Pemanca Datuk Sir Wong Kie Yik,
Wong Kie Chie and Dato’ Sri Patrick Wong Haw Yeong are directors of Delta-Pelita Sebakong Sdn.
Bhd. (“Delta-Pelita”), whilst family member of Pemanca Datuk Sir Wong Kie Yik is also director of
Delta-Pelita. Southwind Plantation Sdn. Bhd. is a major shareholder of Delta-Pelita. Southwind
Plantation Sdn. Bhd. is deemed to connected to W T K Realty Sdn. Bhd..

(i) Harvard Master Sdn. Bhd.

The directors and/or major shareholders of the Company, namely Pemanca Datuk Sir Wong Kie Yik,
the late Datuk Wong Kie Nai (estate), Wong Kie Chie, Dato’ Sri Patrick Wong Haw Yeong are directors
and/or major shareholders of Harvard Master Sdn. Bhd., whilst the family members of the late Datuk
Wong Kie Nai are also directors and/or a major shareholder of Harvard Master Sdn. Bhd..

(k) Southwind Plantation Sdn. Bhd.

The directors and/or major shareholders of the Company, namely Pemanca Datuk Sir Wong Kie Yik,
the late Datuk Wong Kie Nai (estate), Wong Kie Chie, Dato’ Sri Patrick Wong Haw Yeong and W T K
Realty Sdn. Bhd. are directors and/or major shareholders of Southwind Plantation Sdn. Bhd., whilst
the family members of the late Datuk Wong Kie Nai are also directors of Southwind Plantation Sdn.
Bhd..

()  Utahol Sdn. Bhd.

The directors and/or major shareholders of the Company, namely Pemanca Datuk Sir Wong Kie Yik,
Wong Kie Chie and Dato’ Sri Patrick Wong Haw Yeong are directors of Utahol Sdn. Bhd. (“Utahol”),
whilst a family member of Pemanca Datuk Sir Wong Kie Yik is also a director of Utahol. Ocarina
Development Sdn. Bhd. (“Ocarina”) is a major shareholder of Utahol. Ocarina is deemed connected
to Pemanca Datuk Sir Wong Kie Yik, the late Datuk Wong Kie Nai (estate), Wong Kie Chie and W T K
Realty Sdn. Bhd..

(m) B.H.B. Sdn. Bhd.

The directors and/or major shareholders of the Company, namely Pemanca Datuk Sir Wong Kie Yik,
Wong Kie Chie and Dato’ Sri Patrick Wong Haw Yeong are directors of B.H.B. Sdn. Bhd. (“BHB”),
whilst the family members of the late Datuk Wong Kie Nai are also directors of BHB. BHB is wholly-
owned by Harvard Master Sdn. Bhd., a company deemed connected to Pemanca Datuk Sir Wong Kie
Yik, the late Datuk Wong Kie Nai (estate) and Wong Kie Chie and a family member of the late Datuk
Wong Kie Nai.
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35. RELATED PARTY TRANSACTIONS (CONT’D)

In addition to the transactions detailed elsewhere in the financial statements, the Group and the Company had
the following transactions with subsidiaries, an associate and other related parties during the financial year

(cont’d):

(iii) Transactions with other related parties (cont’d)

(n)

(o)

(o))

(a)

()

Tab Timbers (Sarawak) Sdn. Bhd.

The directors and/or major shareholders of the Company, namely Pemanca Datuk Sir Wong Kie Yik,
Wong Kie Chie and Dato’ Sri Patrick Wong Haw Yeong are directors of Tab Timbers (Sarawak) Sdn.
Bhd. (“Tab Timbers”). Tab Timbers is wholly-owned by Salwong Sdn. Bhd. (In Liquidation), a company
deemed connected to Pemanca Datuk Sir Wong Kie Yik, the late Datuk Wong Kie Nai (estate) and
Wong Kie Chie.

Imbok Enterprise Sdn. Bhd.

The directors and/or major shareholders of the Company, namely Pemanca Datuk Sir Wong Kie Yik,
Wong Kie Chie, Dato’ Sri Patrick Wong Haw Yeong and W T K Realty Sdn. Bhd. are directors and/or a
major shareholder of Imbok Enterprise Sdn. Bhd., whilst a family member of Pemanca Datuk Sir Wong
Kie Yik is also a director of Imbok Enterprise Sdn. Bhd..

WTK Reforestation Sdn. Bhd.

The directors and/or major shareholders of the Company, namely Pemanca Datuk Sir Wong Kie Yik,
Wong Kie Chie and Dato’ Sri Patrick Wong Haw Yeong are directors of WTK Reforestation Sdn. Bhd.
(“WTK Reforestation”), whilst the family members of the late Datuk Wong Kie Nai and Pemanca Datuk
Sir Wong Kie Yik are also directors of WTK Reforestation. WTK Reforestation is wholly-owned by
Faedah Mulia Sdn. Bhd. (In Liquidation), a company deemed connected to Pemanca Datuk Sir Wong
Kie Yik, Dato’ Sri Patrick Wong Haw Yeong and a family member of the late Datuk Wong Kie Nai.

Utahol (2008) Sdn. Bhd.

The directors and/or major shareholders of the Company, namely Pemanca Datuk Sir Wong Kie Yik
and Dato’ Sri Patrick Wong Haw Yeong are directors of Utahol (2008) Sdn. Bhd. (“Utahol (2008)”),
whilst a family member of Pemanca Datuk Sir Wong Kie Yik is also a director of Utahol (2008).
Ocarina Development Sdn. Bhd. is a major shareholder of Utahol (2008). Ocarina Development Sdn.
Bhd. is deemed connected to Pemanca Datuk Sir Wong Kie Yik, the late Datuk Wong Kie Nai (estate),
Wong Kie Chie and W T K Realty Sdn. Bhd..

W T K Management Services Sdn. Bhd.

The directors and/or major shareholders of the Company, namely Pemanca Datuk Sir Wong Kie
Yik, the late Datuk Wong Kie Nai (estate), Wong Kie Chie and Dato’ Sri Patrick Wong Haw Yeong
are directors and/or major shareholders of W T K Management Services Sdn. Bhd., whilst a family
member of Pemanca Datuk Sir Wong Kie Yik is also a director of W T K Management Services Sdn.
Bhd..

Related parties are entities with common direct or indirect shareholders and/or directors. Related parties
also include entities in which certain directors and/or substantial shareholders of the Company or persons
connected to such directors and/or substantial shareholders have interest. Parties are considered to be
related if the party has the ability to control the other party or exercise significant influence over the other
party in making financial and operating decisions.

Information regarding outstanding balances arising from related party transactions as at 31 December
2019, 31 December 2018 are disclosed in Notes 25 and 30 respectively.
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35. RELATED PARTY TRANSACTIONS (CONT’D)
In addition to the transactions detailed elsewhere in the financial statements, the Group and the Company had
the following transactions with subsidiaries, an associate and other related parties during the financial year
(cont’d):

(iv) Compensation of key management personnel

The remuneration of key management personnel during the year was as follows:

Group Company

2019 2018 2019 2018
RM’000 RM’000 RM’000 RM’000

Short-term employee benefits

(including benefits-in-kind) 5,936 6,974 943 1,101

Post-employment benefits:
- Defined contribution plan 478 568 48 57
6,414 7,542 991 1,158

Included in the remuneration of key management personnel are:

Group Company

2019 2018 2019 2018
RM’000 RM’000 RM’000 RM’000

Total remuneration of top five senior

management 2,006 2,360 - -

Total directors’ remuneration
(including benefits-in-kind) (Note 10) 2,801 3,054 991 1,158
4,807 5,414 991 1,158

36. CAPITAL COMMITMENTS

Capital expenditures as at the reporting date are as follows:

Group

2019 2018
RM’000 RM’000

Capital expenditure

Approved and contracted for:
Property, plant and equipment 6 -
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37.

OTHER COMMITMENTS

(a)

Finance lease commitments

The Group has finance leases for certain items of plant and equipment and furniture and fixtures (Note
14(b)). These finance leases do not have terms of renewal, but have purchase options at nominal values at
the end of the lease term.

Future minimum lease payments under finance leases together with the present value of the net minimum
lease payments are as follows:

Group Company

2019 2018 2019 2018
RM’000 RM’000 RM’000 RM’000

Minimum lease payments:

Not later than 1 year 772 1,017 - -
Later than 1 year but not later than

2 years 82 761 - -
Later than 2 years but not later than

5 years - 73 - -
Total minimum lease payments 854 1,851 - -

Less: Amount representing finance
charges (24) (93) - -

Present value of minimum lease
payments 830 1,758 - -

Group Company
2019 2018 2019 2018

RM’000 RM’000 RM’000 RM’000

Present value of minimum lease

payments:
Not later than 1 year 749 947 - -
Later than 1 year but not later than

2 years 81 740 - -
Later than 2 years but not later than

5 years - 71 - -
Present value of minimum lease

payments (Note 29) 830 1,758 - -
Less: Amount due within 12 months

(Note 29) (749) (947) - -

Amount due after 12 months (Note 29) 81 811 - -
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OTHER COMMITMENTS (CONT’D)

(b) Operating lease commitments

cont’d

Future minimum lease payments under non-cancellable leases of the Group in respect of rental of premises

and equipments are payable as follows:

2019

2018

Minimum lease payments:
Not later than 1 year
Later than 1 year but not later than 5 years

RM’000

RM’000

90
92

182

ANALYSIS OF FINANCIAL ASSETS AND LIABILITIES BY MEASUREMENT BASIS

Financial assets and financial liabilities are measured on an ongoing basis either at fair value or at amortised
cost. The summary of significant policies in Note 2 describes how the classes of financial instruments are
measured, and how income and expenses, including fair value gains and losses, are recognised. The following
table analyses the carrying amounts of the financial assets and financial liabilities measured at amortised cost by

category as defined in MFRS 9 and by statements of financial position heading.

31.12.2019

Financial assets
Trade and other receivables
Cash and bank balances

Financial liabilities
Loans and borrowings
Trade and other payables
Lease liabilities

31.12.2018

Financial assets
Trade and other receivables
Cash and bank balances

Financial liabilities
Loans and borrowings
Trade and other payables

Financial assets measured at fair value are disclosed in Note 39(c).

25
27

29
30
31

25
27

29
30

Financial assets and
financial liabilities at
amortised cost

Group
RM’000

Company
RM’000

53,196 1,191
383,160 68,542
436,356 69,733
236,862 -

64,188 5,629

7,222 413
308,272 6,042

81,070 34,689
384,226 31,464
465,296 66,153
238,009 -

93,498 5,520
331,507 5,520
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39.

FAIR VALUE OF FINANCIAL INSTRUMENTS

(a)

(b)

Set out below is a comparison of the carrying amounts and fair values of the Group’s financial instruments,
by class, other than those with carrying amounts which are reasonable approximations of fair values:

Carrying amount Fair value

Note 2019 2018 2019 2018
RM’000 RM’000 RM’000 RM’000

Financial assets

Financial assets at fair value
through other comprehensive
income

Unquoted investments 20 100 100 * *

* Fair value information has not been disclosed for the Group’s investment in equity instruments that is
carried at cost because fair value cannot be measured reliably.

Financial liabilities

Loans and borrowings
(non-current)

3.00% p.a. fixed rate RM loan 29 18,954 18,509 16,800 14,598

Determination of fair value

The following are classes of financial instruments that are not carried at fair value and whose carrying
amounts are an approximation of fair value:

Note
Investment in redeemable convertible preference shares 20
Trade and other receivables 25
Cash and bank balances 27
Loans and borrowings (current and non-current except for obligation under finance leases and
3.00% p.a. fixed rate RM loan) 29
Trade and other payables 30
Lease liabilities 31

(i) Investment in redeemable convertible preference shares
Fair value is estimated by using a discounted cash flow model based on various assumptions,
including current and expected future credit losses, market rates of interest and assumptions
regarding market liquidity.

(i) Trade receivables and trade payables

The carrying amounts of trade receivables and trade payables approximate their fair values because
they are subject to normal trade credit terms.
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39. FAIR VALUE OF FINANCIAL INSTRUMENTS (CONT’D)
(b) Determination of fair value (cont’d)
(iii) Other receivables, cash and bank balances and other payables
The carrying amounts of these balances approximate their fair values due to their short-term nature.
(iv) Loans and borrowings
The carrying values of bank borrowings and term loans approximate their fair values as they bear
interest rates which approximate the current incremental borrowing rates for similar types of lending
and borrowing arrangements.
(v) Lease liabilities
The carrying values of lease liabilities approximate their fair values as it bear interest rates which
approximate the current incremental borrowing rates for similar types of lending and borrowing
arrangements.
(c) Fair value hierarchy
The Group and the Company classify fair value measurement using a fair value hierarchy that reflects the
significance of the inputs used in making the measurements. The fair value hierarchy has the following
levels:

Level 1 - Quoted prices in active markets for identical assets or liabilities;

Level 2 - Inputs other than quoted prices included in Level 1 that are observable for the asset or liability,
either directly or indirectly; and

Level 3 - Inputs for the asset or liability that are not based on observable market data (unobservable inputs).

The following table provides the fair value measurement hierarchy of the Group’s and the Company’s assets
and liabilities.

Quantitative disclosures of the fair value measurement hierarchy as at 31 December 2019 and 31 December
2018 were as follows:

DE(-Wolj Level 1 Level 2 Level 3 Total
valuation RM’000 RM’000 RM’000 RM’000

Assets measured at fair value:
Group

Financial assets at fair value through
other comprehensive income

- Quoted investments 2019 413 - - 413
2018 339 - - 339

Biological assets

- Oil palm fresh fruit bunches 2019 - - 929 929
2018 - - 396 396

- Reforestation 2019 - - 58,916 58,916

(Planted trees) 2018 - - 63,303 63,303
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39. FAIR VALUE OF FINANCIAL INSTRUMENTS (CONT’D)

(c) Fair value hierarchy (cont’d)

Date of Level 1 Level 2 Level 3 Total
valuation RM’000 RM’000 RM’000 RM’000
Company

Financial assets at fair value through
other comprehensive income

- Quoted investments 2019 381 - - 381
2018 318 - - 318
Date of Level 1 Level 2 Level 3 Total

valuation RM’000 RM’000 RM’000 RM’000

Assets for which fair values
are disclosed:

Group
Investment properties 2019 - - 18,785 18,785
2018 - - 18,785 18,785
Company
Investment properties 2019 - - 18,385 18,385
2018 - - 18,385 18,385
Liabilities for which fair values
are disclosed:
Group
Interest-bearing loans and borrowings
- 3.00% p.a. fixed rate RM loan 2019 - 16,800 - 16,800
2018 - 14,598 - 14,598

There have been no transfers between Level 1 to Level 3 during the financial year.

40. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group and the Company are exposed to financial risks arising from their operations and the use of financial
instruments. The key financial risks include credit risk, liquidity risk, interest rate risk, foreign currency risk and
market price risk.

The Board of Directors reviews and agrees policies and procedures for the management of these risks, which are
executed by the Chief Financial Officer, Group Accountant and Finance Managers of each subsidiary. The Audit
Committee provides independent oversight to the effectiveness of the risk management process.
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONT’D)

It is, and has been throughout the current and previous financial year, the Group’s policy that no derivatives shall
be undertaken. The Group and the Company do not apply hedge accounting.

The following sections provide details regarding the Group’s and the Company’s exposure to the above-
mentioned financial risks and the objectives, policies and processes for the management of these risks.

(@) Creditrisk

Credit risk is the risk of loss that may arise on outstanding financial instruments should a counterparty
default on its obligations. The Group’s and the Company’s exposure to credit risk arises primarily from
trade and other receivables. For other financial assets (including investment securities and cash and
bank balances), the Group and the Company minimise credit risk by dealing mainly with high credit rating
counterparties.

The Group’s objective is to seek continual revenue growth while minimising losses incurred due to
increased credit risk exposure. The Group trades only with recognised and creditworthy third parties. It
is the Group’s policy that all customers who wish to trade on credit terms are subject to credit verification
procedures. In addition, receivable balances are monitored on an ongoing basis with the result that
the Group’s exposure to bad debts is not significant. Since the Group trades only with recognised and
creditworthy third parties, there is no requirement for collateral.

Exposure to credit risk
At the reporting date, the Group’s and the Company’s maximum exposure to credit risk is represented by:

- The carrying amount of each class of financial assets recognised in the statements of financial
position;

- A nominal amount of RM137,032,000 (2018: RM166,251,000) relating to corporate guarantees to
banks and financial institutions on behalf of subsidiaries; and

An additional nominal amount of RM3,000,000 (2018: RM3,000,000) relating to corporate guarantee to
third party as disclosed in Note 25(b)(ii)(b).

As at the reporting date, no values are placed on the unsecured corporate guarantees provided by
the Company as the directors regard the value of the credit enhancement provided by the corporate
guarantees to be minimal and the likelihood of default to be low.
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40.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONT’D)

(a)

(b)

Credit risk (cont’d)
Credit risk concentration profile

Trade receivables

The Group determines concentrations of credit risk by monitoring the country and industry sector profile
of its trade receivables on an ongoing basis. The credit risk concentration profile of the Group’s trade
receivables at the reporting date is as follows:

Group
2019 2018

RM’000 % of total RM’000 % of total
By country:
Malaysia 12,484 30% 15,078 26%
India - - 2,406 4%
Japan 19,979 49% 33,577 57%
United States of America 667 2% 667 1%
Indonesia 251 1% 27 -
Singapore 5,300 13% 5,243 9%
Other countries 2,411 5% 2,128 3%

41,092 100% 59,126 100%

Other receivables

Included in other receivables of the Group and of the Company are amounts due from subsidiaries
and related parties. The Group provided unsecured advances to an associate and undertook certain
transactions with related parties. The Company also provided unsecured advances to subsidiaries. There
are no fixed repayment terms imposed on amounts due from subsidiaries and related parties as the credit
risk is managed on a Group basis by the management of the Group to ensure that risk of losses incurred by
the Group and the Company due to non-repayment by these companies is minimised.

At the end of the reporting period, the maximum exposure to credit risk is represented by their carrying
amounts in the statements of financial position.

Liquidity risk

Liquidity risk is the risk that the Group or the Company will encounter difficulty in meeting financial
obligations due to shortage of funds. The Group’s and the Company’s exposure to liquidity risk arises
primarily from mismatches of the maturities of financial assets and liabilities. The Group’s and the
Company’s objective is to maintain a balance between continuity of funding and flexibility through the use
of stand-by credit facilities.

The Group’s and the Company’s liquidity risk management policy is that not more than 80% (2018: 80%) of
loans and borrowings should mature in the next one year period, and to maintain sufficient liquid financial
assets. At the reporting date, approximately 56% (2018: 50%) of the Group’s loans and borrowings will
mature in less than one year based on the carrying amount reflected in the financial statements (Note 29).
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40. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONT’D)

(b)

Liquidity risk (cont’d)

Analysis of financial instruments by remaining contractual maturities

cont’d

The table below summarises the maturity profile of the Group’s and the Company’s liabilities at the

reporting date based on contractual undiscounted repayment obligations.

Financial liabilities:

31.12.2019

Group

Trade and other payables

Loans and borrowings

Lease liabilities

Total undiscounted financial liabilities

Company

Trade and other payables, excluding
financial guarantees*

Lease liabilities
Total undiscounted financial liabilities

Financial liabilities:

31.12.2018

Group

Trade and other payables

Loans and borrowings

Total undiscounted financial liabilities

Company

Trade and other payables,
excluding financial guarantees*

Total undiscounted financial liabilities

On demand
or within
one year

RM’000

One to

five years
RM’000

Over five

years

RM’000

Total
RM’000

64,188 - - 64,188
141,016 108,904 4,126 254,046
995 2,656 12,123 15,774
206,199 111,560 16,249 334,008
5,629 - - 5,629
186 248 - 434
5,815 248 - 6,063

On demand
or within
one year

RM’000

One to

five years

RM’000

Over five

years
RM’000

Total
RM’000

93,498 - - 93,498
125,331 112,924 21,044 259,299
218,829 112,924 21,044 352,797

5,520 - - 5,520
5,520 - - 5,520

* At the reporting date, the counterparties to the financial guarantees do not have a right to demand
cash as the defaults have not occurred. Accordingly, financial guarantees under the scope of MFRS 9

are not included in the above maturity profile analysis.
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40.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONT’D)

(c)

(d)

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of the Group’s and the Company’s
financial instruments will fluctuate because of changes in market interest rates.

The Group’s and the Company’s exposure to interest rate risk arises primarily from their loans and
borrowings at floating rates. The Group manages its interest rate exposure by maintaining a mix of
fixed and floating rate borrowings. The Group actively reviews its debt portfolio, taking into account
the investment holding period and nature of its assets. As the Group has no significant interest-bearing
financial assets, the Group’s income and operating cash flow are substantially independent of changes in
market interest rates. The Group’s interest-bearing financial assets are mainly short-term in nature and have
been mostly placed in short-term deposits.

Sensitivity analysis for interest rate risk

At the reporting date, if interest rates had been 50 basis points lower/higher, with all other variables held
constant, the Group’s and the Company’s profit net of tax would have been RM825,000 (2018: RM827,000)
higher/lower, arising mainly from lower/higher interest expense on floating rate loans and borrowings. The
assumed movement in basis points for interest rate sensitivity analysis is based on the currently observable
market environment.

Foreign currency risk

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.

The Group has transactional currency exposures arising from sales or purchases that are denominated in
a currency other than the respective functional currencies of Group entities, primarily United States dollar
(“USD”), Hong Kong dollar (“HKD”) and Japanese Yen (“JPY”).

The Group is also exposed to currency translation risk arising from its net investments in foreign operations
in Singapore. The Group’s net investments in Singapore are not hedged as currency positions in SGD are
considered to be long-term in nature.

The carrying amounts of the Group’s foreign currency denominated monetary assets and monetary
liabilities at the reporting date are as follows:

Liabilities Assets
2019 2018 2019 2018
RM’000 RM’000 RM’000 RM’000
usD (137) (178) 28,175 44,815
HKD - - 125 139

JPY - - 137 64
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40. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONT’D)

(d)

(e)

Foreign currency risk (cont’d)

Sensitivity analysis for foreign currency risk

The following table demonstrates the sensitivity of the Group’s profit net of tax to a reasonably possible
change in the USD, HKD, and JPY exchange rates against the respective functional currencies of the Group
entities, with all other variables held constant:

Group
Profit/(Loss), net of tax
2019 2018

RM’000 RM’000

USD/RM - strengthened 5% 1,065 1,710
- weakened 5% (1,065) (1,710)

HKD/RM - strengthened 5% 5 5
- weakened 5% (5) 6)

JPY/RM - strengthened 5% 5 2
- weakened 5% (5) 2

Market price risk

Market price risk is the risk that the fair value or future cash flows of the Group’s financial instruments will
fluctuate because of changes in market prices (other than interest or exchange rates).

(i) Equity price risk

The Group is exposed to equity price risk arising from its investment in quoted equity instruments.
The quoted equity instruments in Malaysia are listed on the Bursa Malaysia, whereas the quoted
equity instruments outside Malaysia are listed on the Tokyo Stock Exchange in Japan.

The Group’s objective is to manage investment returns and equity price risk using a mix of investment
grade shares with steady dividend yield and non-investment grade shares with higher volatility.

At the reporting date, 19% (2018: 23%) of the Group’s equity portfolio consists of non-investment
grade shares of companies operating in Malaysia, while the remaining portion of the equity portfolio
comprises investment grade shares included in the Bursa Malaysia and Tokyo Stock Exchange in
Japan.

Sensitivity analysis for equity price risk

At the reporting date, if the Bursa Malaysia had been 5% (2018: 5%) higher/lower, with all other
variables held constant, the Group’s and the Company’s other reserve in equity would have been
RM19,000 (2018: RM16,000) higher/lower, arising from increase/decrease in the fair value of equity
instruments classified as financial assets at fair value through other comprehensive income.

At the reporting date, if the Tokyo Stock Exchange in Japan had been 5% (2018: 5%) higher/lower,
with all other variables held constant, the Group’s other reserve in equity would have been RM2,000
(2018: RM1,000) higher/lower, arising from increase/decrease in the fair value of equity instruments
classified as financial assets at fair value through other comprehensive income.
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40. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONT’D)
(e) Market price risk (cont’d)
(i) Selling price risk

The Group is also exposed to selling price risk arising from changes in oil palm fresh fruit bunches
and logs selling prices. The Group reviews its outlook for oil palm fresh fruit bunches and logs selling
prices regularly in considering the need for active financial risk management.

Sensitivity analysis for selling price risk

The sensitivity analysis for selling price risk arising from changes in oil palm fresh fruit bunches and
logs selling prices is disclosed in Note 22.

41. CAPITAL MANAGEMENT

The primary objective of the Group’s capital management is to ensure that it maintains a strong capital base and
healthy capital ratios in order to support its business and maximise shareholder value.

The Group manages its capital structure and makes adjustments to it, in light of changes in economic conditions.
To maintain or adjust the capital structure, the Group may adjust the dividend payment to shareholders, return
capital to shareholders or issue new shares. No changes were made in the objectives, policies or processes
during the years ended 31 December 2019 and 31 December 2018.

The Group monitors capital using a gearing ratio, which is net debt divided by total capital plus net debt. The
Group includes within net debt, loans and borrowings, trade and other payables, lease liabilities less cash and
bank balances. Capital includes equity attributable to owners of the Company less the fair value adjustment

reserve.
Group Company
2019 2018 2019 2018

RM’000 RM’000 RM’000 RM’000

Loans and borrowings 29 236,862 238,009 - -

Trade and other payables 30 64,188 93,498 5,629 5,520

Lease liabilities 31 7,222 - 413 -

Less: Cash and bank balances 27 (383,160) (384,226) (68,542) (31,464)

Net cash (74,888) (52,719) (62,500) (25,944)
Equity attributable to the owners of

the Company 985,615 1,104,515 503,534 500,675

Less: Fair value adjustment reserve 33 324 398 267 330

Total capital 985,939 1,104,913 503,801 501,005

Capital and debt 911,051 1,052,194 441,301 475,061

Gearing ratio N/A* N/A* N/A* N/A*

* Not applicable as the Group and the Company were in a net cash position.
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42. SEGMENT INFORMATION

For management purposes, the Group is organised into business units based on their products and services, and
has six reportable operating segments as follows:

(i) Timber - the extraction and sale of timber, manufacture and sale of plywood, veneer and sawn timber,
reforestation (tree planting) and related services.

(i)  Plantation - cultivation of oil palm, production and sales of crude palm oil and palm kernel.
(iiiy  Trading - the trading of tapes, foils, papers, tape related accessories and other packaging materials.
(iv)  Manufacturing - manufacture and sale of adhesive and gummed tapes.

(v) Investment holding and others - rental income and interest income, none of which are of a sufficient size to
be reported separately.

(vij  Qil and gas - provision of Offshore Service Vessels (OSV) to the oil majors in Malaysia and the regions,
specifically Accommodation Work Boats (AWB), a segment within the OSV sector. This segment has been
classified as a discontinued operation as at 31 December 2017 and deconsolidated in the previous financial
year as disclosed in Note 12.

Management monitors the operating results of its business units separately for the purpose of making decisions
about resource allocation and performance assessment. Segment performance is evaluated based on operating
profit or loss which, in certain respects as explained in the table below, is measured differently from operating
profit or loss in the consolidated financial statements. Group income taxes are managed on a group basis and
are not allocated to operating segments.
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SEGMENT INFORMATION (CONT’D)

Notes Nature of adjustments and eliminations to arrive at amounts reported in the consolidated financial

statements
A Inter-segment revenues and dividends are eliminated on consolidation.
B Other material non-cash expenses/(gain) consist of the following items as presented in the respective

notes to the financial statements:

2019 2018
RM’000 RM’000
Inventories written down to net realisable value 5,405 83
Inventories written off 39 41
Net loss on disposal of property, plant and equipment 2,833 4,412
Property, plant and equipment written off 22 285
8,299 4,821
C The following items are (deducted from)/added to segment profit to arrive at “Profit/(loss) before tax

from continuing operations” presented in the consolidated statements of profit or loss and other
comprehensive income:

2019 2018
RM’000 RM’000
Segment results of discontinued operation - (84,601)
Transactions from inter-segment (414,529) 54,906
(414,529) (29,695)
D Additions to non-current assets consist of:
2019 2018
RM’000 RM’000
Biological assets 1,177 1,717
Right-of-use assets 3,712 -
Property, plant and equipment 6,231 12,079
11,120 13,796
E The following items are added to segment assets to arrive at total assets reported in the consolidated

statements of financial position:

2019 2018
RM’000 RM’000

Tax recoverable 1,884 5,426
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42. SEGMENT INFORMATION (CONT’D)

Notes Nature of adjustments and eliminations to arrive at amounts reported in the consolidated financial
statements (cont’d)

F The following items are added to segment liabilities to arrive at total liabilities reported in the consolidated
statements of financial position:

2019 2018
RM’000 RM’000
Deferred tax liabilities 58,665 43,175
Income tax payable 2,292 2,668
60,957 45,843

Geographical information

Revenue and non-current assets information based on the geographical location of customers and assets
respectively are as follows:

Revenue Non-current assets

2019 2018 2019 2018
RM’000 RM’000 RM’000 RM’000
Malaysia 240,373 303,269 773,199 856,162
Japan 214,804 382,201 - -
India 45,534 35,231 - -
Taiwan 41,481 43,230 - -
Singapore 26,880 28,146 13,283 13,624
Philippines - 3,570 - -
People’s Republic of China 3,039 2,538 - -
Indonesia 1,309 1,273 - -
Australia 8,120 8,796 - -
Thailand 3,266 3,873 - -
Viethnam 41 642 - -
Other countries 4,897 3,418 - -
589,744 816,187 786,482 869,786

Non-current assets exclude deferred tax assets and financial instruments in the above analysis.

43. DIVIDENDS

Group and Company
2019 2018

RM’000 RM’000

Recognised during the financial year:
Dividends on ordinary shares:

- Final single-tier dividend of 1.00 sen net per share in respect of year ended
31 December 2017 - 4,775

- Final single-tier dividend of 1.50 sen net per share in respect of year ended
31 December 2018 7,162 -
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cont’d

43. DIVIDENDS (CONT’D)

Group and Company
2019 2018

RM’000 RM’000

Proposed but not recognised as a liability as at 31 December:
Dividends on ordinary shares, subject to shareholders’ approval at the AGM:

- Final single-tier dividend of 1.50 sen net per share in respect of year ended
31 December 2018 - 7,162

- Final single-tier dividend of 1.00 sen net per share in respect of year ended
31 December 2019 4,752 -

At the forthcoming Annual General Meeting, a final single-tier dividend in respect of the financial year ended 31
December 2019, of 1.00 sen net per share on 481,344,552 ordinary shares, less shares bought back and held as
treasury shares as at the date of this report amounting to a dividend payable of approximately RM4,752,000 will
be proposed for shareholders’ approval. The financial statements for the current financial year do not reflect this
proposed dividend. Such dividend, if approved by the shareholders, will be accounted for in shareholders’ equity
as an appropriation of retained earnings in the financial year ending 31 December 2020.

44. SUBSEQUENT EVENTS

a) On 22 January 2020, Biogreen Success Sdn. Bhd. (“Biogreen”), a wholly-owned subsidiary company of
the Company, had entered into a Sale and Purchase Agreement (“SPA”) with Lumiera Enterprise Sdn.
Bhd. (“Lumiera”) for the acquisition of a parcel of land with oil palm plantation thereon situated at Along
Batang Baram, Baram containing an area of 4,698.2 hectares, more or less and described as Lot 2, Block
11, Teraja Land District, located within Miri division, Sarawak together with its facilities, infrastructures,
improvements, immovable assets excluding the movable assets for a total cash consideration of
RM85,000,000 subject to the terms and conditions as stipulated in the SPA (“Proposed Acquisition”).

On 31 March 2020, Biogreen had entered into a supplementary sale and purchase agreement with Lumiera
to amend and vary certain terms of the SPA (“Supplementary SPA”).

Barring any unforeseen circumstances and subject to fulfilment of the conditions precedent as set out in the
SPA and Supplementary SPA, the Proposed Acquisition is expected to be completed by third quarter of 2020.

b) The outbreak of the coronavirus disease (“COVID-19”), declared a global pandemic on 11 March 2020,
continues to make its impact felt around the world. In Malaysia, the Government imposed a Movement
Control Order (“MCQ”) from 18 March 2020 to 12 May 2020 followed by a Conditional Movement Control
Order (“CMCO”) to 9 June 2020 to restrict the movement of Malaysians in a bid to stop the spread of
COVID-19 locally. Such restrictions include strict movement of peoples, restriction of inter-state travel,
closure of businesses other than essential services and closure of international borders.

During this time, the Group’s timber and plantation segments are allowed to operate albeit with strict
adherence to standard operating procedures mandated by the authorities. Subsequently, on 17 April 2020,
Loytape Industries Sdn. Bhd., a wholly-owned subsidiary of the Company has successfully obtained the
necessary approval from the authorities to operate during the MCO period.

Against the backdrop of a slowing global and local economy, the strict adherence to operating protocol
mandated by the relevant authorities, and a waning demand from consumption in general, the revenue of
the Group in its first quarter subsequent to the end of the financial year is lower compared to the same
period in the prior year. The directors of the Company have commenced an assessment of the financial
impact of COVID-19 on the Group’s financial results for financial year ending 31 December 2020, and
this assessment is still on-going. However, the directors of the Company are confident that the cash flow
position of the Group together with its undrawn bank facilities are adequate to meet the Group’s obligations
when and as they fall due within 12 months subsequent to the end of the financial year.
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LIST OF PROPERTIES

as at 31 December 2019

Date of last
valuation/ Age of at cost
Address / Location Tenure Description acquisition building (RM’000)
Lot 692 3.14 Leasehold Land with 1 January 2011 35 years 2,225
Mukim 1 acres  (Expires in 2045) factory
Prai Industrial Estate
Province Wellesley
Lot 682 2 Leasehold Land with 1 January 2011 48 years }
Mukim 1 acres  (Expires in 2069) factory }
Prai Industrial Estate }
Province Wellesley } 4178
}
Lot 2806 1 Leasehold Land with 1 January 2011 48 years }
Mukim 1 acre (Expires in 2072) factory }
Prai Industrial Estate
Lot 3318 15.72  Freehold Land with 1 January 2011 47 years 15,637
76 km milestone acres factory
Ipoh/ Penang
Main Trunk Road
34008 Taiping
Perak Darul Ridzuan
42 plots of land 114,280 Freehold Vacant land 24 June 1994 - 860
in town of Lumut sq.ft.
District of Manjung
Perak Darul Ridzuan
41 parcels of land of 108,652 Leasehold Vacant land 22 August 1991 - 391
Taman Kuningsari * sqg.ft.  (Expires in 2083)
District of Larut & Matang
Perak Darul Ridzuan
No. 86 * 11,354  Freehold Land with 30 September 36 years 4,086
Tagore Lane sq.ft. office & 1983
Industrial Estate warehouse
No. 88 * 9,542  Freehold Land with 21 July 2007 36 years 6,201
Tagore Lane sq.ft. warehouse
Industrial Estate
Lot 5415 & Lot 5428 2.4361 Leasehold Plywood 31 December 33 years 7,730
KTLD hectares (Expires in 2040) factory, office, 1995
Kuching labour quarters
and warehouse
Engkilo Land District Sibu 6.2068 Leasehold Sawmill factory, 2 September 1996 29 years 14,469
Lot 1900 hectares (Expires in 2075) office, labour,
Lot 1939 (Expires in 2114) quarters and
warehouse
Ensurai & Empawah Sibu 8.698 Leasehold Sawmill factory 2 September 1996 29 years 12,211
Lot 895, Block 8 hectares (Expiresin 2113) Warehouse 29 years
Labour quarter 24 years
Office 2442 years
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LIST OF PROPERTIES
as at 31 December 2019
cont’d

Date of last
valuation/ Age of at cost
Address / Location Tenure Description acquisition building (RM’000)
Kemena Land district 8.0590 Freehold Plywood factory 1 January 1996 29 years 40,222
Bintulu hectares Warehouse and
Lots 664, 31 & 145 labour quarters 25 years
Office 25 years
Lot 818 0.5285 Leasehold Log pond 30 August 2005 14 years 167
hectares (Expires in 2065)
Lots 7 & 436 6238 sq Leasehold Vacant land 31 December 2019 - 3,100
meter  (Expires in 2036)
Telok Engkalat Sibu 10.7965 Leasehold Sawmill factory, 2 September 1996 26 years 10,895
Lot 2342 hectares (Expires in 2077) office, labour
quarters and
warehouse
Lot 3 ** 8.0087 Leasehold Sawmill & log 2 September 1996 46 years -
Suad Land District Kapit hectares (Expired in 2008) pond
New factory 18 years 261
extensions
New factory 13 years 593
Lots 127 & 128 7.3935 Leasehold Log pond 2 September 1996 - 47
Katibas Land District Kapit  hectares (Expires in 2021)
Lot 1328, Block 48 4,610 Leasehold 2-storey 2 September 1996 39 years 13
Sarikei Land District sq.ft.  (Expires in 2019) semi-detached
Bintulu industrial
shophouse
Lot 1327, Block 48 406.1 sq Leasehold 2-storey 2 September 1996 39 years 411
Sarikei Land District meter  (Expires in 2113) semi-detached
Bintulu industrial
shophouse
Lot 837 * 3,400 Leasehold 2-storey corner 2 September 1996 34 years 70
Kemena Land District sq.ft.  (Expires in 2044) terrace house
Bintulu
Lot 1079 No. 9 * 1,461  Leasehold 3-storey 31 March 2004 15 years 274
11-E, Jalan Jerrwit Barat, sq.ft.  (Expires in 2063) intermediate
Sibu shophouse
Lot 1102, Block 9, Sibu 122 sq. Leasehold 3-storey 31 October 2011 8 years 420
meter  (Expires in 2109) intermediate
shophouse
Menuan Land District Kapit 16.617 Leasehold Log pond and - -
Lot 44 * hectares (Expires in 2019) labour quarters 8 September 2000
Lot 145 * (Expires in 2020) 8 August 2000
Lot 146 * (Expires in 2022) 8 September 2000
Lot 699, Block 7 * 29.04 Leasehold Plywood 31 July 2006 37 years 101,465
Demak Laut Industrial Park  hectares (Expires in 2051) factory, office,

Jalan Bako, Kuching

labour quarter
and warehouse
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LIST OF PROPERTIES
as at 31 December 2019
cont’d

Date of last
valuation/ Age of at cost

Address / Location Tenure Description acquisition building (RM’000)
Lot 2577 * Danau Land 1,687 Leasehold Oil palm 1 January 2008 10 years 13,370
District, Limbang hectares (Expires in 2059) plantations,

office, staff

quarter, labour

quarter and

store

Oil Mill 3 years 13,560
Lot 2578 * 192 Leasehold Oil palm 1 January 2008 - 1,237
Danau Land District, hectares (Expires in 2059) plantations
Limbang
Lot 3686 * 85 Leasehold Oil palm 1 January 2008 - 548
Pandaruan Land District, hectares (Expires in 2059) plantations
Limbang
Lot 3691 * 480 Leasehold Oil palm 1 January 2008 - 3,137
Pandaruan Land District, hectares (Expires in 2059) plantations
Limbang
Lot 3693 * 1,037 Leasehold Oil palm 1 January 2008 - 6,723
Pandaruan Land District , hectares (Expires in 2059) plantations
Limbang
Lot 11 * 6,071  Leasehold Oil palm 5 May 2008 10 years 33,727
Dulit Land District, hectares (Expires in 2068) plantations,
Sungai Lamabh, labour quarter,
Baram, Miri office, staff

quarter, store,

canteen and

workshop
Lot 203 * 2,148 Leasehold Oil palm 31 December 6 years 2,435
Teraja Land District, Along  hectares (Expires in 2071) plantations and 2010
Batang Baram, Miri labour quarters
Lot 2077 * 1,040 Leasehold Oil palm 24 January 2011 9 years 2,702
Kuala Baram Land District, hectares (Expires in 2065) plantations,
Miri labour quarter,

office, store,

workshop and
staff quarter

* The date stated refers to the date of acquisition
** Application for extension of the lease is pending approval by the relevant authority
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STATISTIC OF SHAREHOLDINGS

as at 29 May 2020

Issued Share Capital : RMB309,345,449

Number of Shares Issued 1 481,344,552

Number of Shares Retained in Treasury : 6,179,400

Number of Shareholders . 6,616

Class of Shares : Ordinary shares

Voting Rights : One vote per ordinary share

DISTRIBUTION OF SHAREHOLDINGS

No. of % of No. of % of
Range of Holdings Holders Holders Shares Shares
Less than 100 103 1.56 3,533 0.01
100 to 1,000 485 7.33 356,469 0.07
1,001 to 10,000 3,273 49.47 18,674,288 3.93
10,001 to 100,000 2,322 35.10 80,926,878 17.03
100,001 to less than 5% of issued shares 429 6.48 246,122,351 51.80
5% and above of issued shares 4 0.06 129,081,633 27.16
Total 6,616 100.00 475,165,152 100.00

DIRECTORS’ INTERESTS AS PER REGISTER OF DIRECTORS’ SHAREHOLDINGS

Indirect

No. of
Shares

Tan Sri Datuk Seri Panglima Sulong Bin Matjeraie - - - -

Y.A.M. Tengku Sulaiman Shah Al-Haj lbni Almarhum - - - -
Sultan Salahuddin Abdul Aziz Shah Al-Haj

Dato’ Sri Patrick Wong Haw Yeong 3,455,000 0.73 - -
Lim Hong Hin 70,000 0.01 - -
Tham Sau Kien - - - -
Alfian Bin Mohamed Basir 827,313 0.17 - -
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STATISTIC OF SHAREHOLDINGS
as at 29 May 2020
cont’d

SUBSTANTIAL SHAREHOLDERS AS PER REGISTER OF SUBSTANTIAL SHAREHOLDERS

Direct Indirect

No. of No. of

Shares Shares
W T K Realty Sdn. Bhd. 64,949,844 13.67 65,909,818 13.87
Ocarina Development Sdn. Bhd. 40,972,318 8.62 - -
Kosa Bahagia Sdn. Bhd. 24,937,500 5.25 - -
Pemanca Datuk Sir Wong Kie Yik 8,642,360 1.82 146,860,4062 30.91
The late Datuk Wong Kie Nai (estate) 5,836,414 1.23 146,860,406°2 30.91
Wong Kie Chie 13,117,524 2.76 146,860,4062 30.91

Notes:

1. Deemed interested through Kosa Bahagia Sdn. Bhd. and Ocarina Development Sdn. Bhd. by virtue of Section 8(4)(c) of the
Companies Act 2016 (“the Act”).

2. Deemed interested through W T K Realty Sdn. Bhd., Harbour-View Realty Sdn. Bhd. and Ocarina Development Sdn. Bhd. by
virtue of Section 8(4)(c) of the Act.

THIRTY LARGEST REGISTERED HOLDERS

No. Name of Holders Shareholdings %

1. W T K Realty Sdn. Bhd. 35,510,453 7.47

2. AMSEC Nominees (Tempatan) Sdn. Bhd. 35,029,166 7.37
AmBank (M) Berhad for W T K Realty Sdn. Bhd.

3. AMSEC Nominees (Tempatan) Sdn. Bhd. 33,604,514 7.07
AmBank (M) Berhad for Ocarina Development Sdn. Bhd.

4. AMSEC Nominees (Tempatan) Sdn. Bhd. 24,937,500 5.25
AmBank (M) Berhad for Kosa Bahagia Sdn. Bhd.

5. Wong Kie Chie 13,117,524 2.76

6. Teoh Guan Kok & Co. Sdn. Berhad 8,527,600 1.79

7. W T K Realty Sdn. Bhd. 7,813,224 1.64

8. CIMB Group Nominees (Asing) Sdn. Bhd. 6,523,900 1.37
Exempt An for DBS Bank Ltd (SFS)

9. AMSEC Nominees (Tempatan) Sdn. Bhd. 6,151,926 1.29
AmBank (M) Berhad for Harbour-View Realty Sdn. Bhd.

10. CIMSEC Nominees (Tempatan) Sdn. Bhd. 6,100,000 1.28
CIMB for Wong Hou Lianqg (PB)

11.  CIMSEC Nominees (Tempatan) Sdn. Bhd. 6,000,000 1.26
CIMB Bank for Siow Wong Yen @ Siow Kwang Hwa (PBCL-0G0062)

12.  CIMSEC Nominees (Tempatan) Sdn. Bhd. 5,836,414 1.23
CIMB for Kathryn Ma Wai Fong (PB)

13. Wong Kie Yik 5,119,160 1.08

14.  Neoh Choo Ee & Company, Sdn. Berhad 5,000,000 1.05

15.  CIMSEC Nominees (Tempatan) Sdn. Bhd. 4,221,700 0.89

CIMB for Mimi Wong Hou Wai (PB)
16. Wakjaya Sdn. Bhd. 4,200,000 0.88
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STATISTIC OF SHAREHOLDINGS

as at 29 May 2020

cont’d
THIRTY LARGEST REGISTERED HOLDERS (CONT’D)

No. Name of Holders Shareholdings %

17. RHB Capital Nominees (Tempatan) Sdn. Bhd. 4,000,000 0.84
Pledged Securities Account for WTK Realty Sdn. Bhd. (HVRSB511012)

18.  RHB Nominees (Tempatan) Sdn. Bhd. 3,498,200 0.74
Pledged Securities Account for Wong Kie Yik

19.  HSBC Nominees (Asing) Sdn. Bhd. 3,416,300 0.72
TNTC for LSV Emerging Markets Small Cap Equity Fund, LP

20. Wong Soo Chai @ Wong Chick Wai 3,284,500 0.69

21. DB (Malaysia) Nominee (Asing) Sdn. Bhd. 3,115,200 0.66
SSBT Fund SD4N for Alberta Investment Management Corporation

22. HLB Nominees (Tempatan) Sdn. Bhd. 2,907,200 0.61
Pledged Securities Account for Chee Sai Mun

23. CIMSEC Nominees (Tempatan) Sdn. Bhd. 2,797,382 0.59
CIMB for Kathryn Ma Wai Fong (PB)

24.  RHB Nominees (Tempatan) Sdn. Bhd. 2,600,000 0.55
Pledged Securities Account for Kathleen Ho Chai Ling

25. Patrick Wong Haw Yeong 2,455,000 0.52

26. Majaharta Sdn. Bhd. 2,234,894 0.47

27. Maybank Nominees (Tempatan) Sdn. Bhd. 2,220,000 0.47
Kong Yee Wong

28. Public Nominees (Tempatan) Sdn. Bhd. 2,032,500 0.43
Pledged Securities Account for Lee Yok Koon (E-JBU)

29. Maybank Nominees (Asing) Sdn. Bhd. 2,000,000 0.42
Nomura Singapore Limited for Top Prospects Limited (424202)

30. Maybank Nominees (Tempatan) Sdn. Bhd. 1,842,200 0.39
MTrustee Berhad for Pacific Pearl Fund (UT-PM-PPF) (419471)

Total 246,096,457 51.78

Note:
The statistic of shareholdings is computed based on the issued and paid-up capital of the Company after deducting of 6,179,400
Treasury Shares held as at 29 May 2020.
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