Company No.: 424086 X

P.I.E. INDUSTRIAL BERHAD
(Incorporated in Malaysia)

DIRECTORS’ REPORT

The directors of P.I.LE. INDUSTRIAL BERHAD have pleasure in submitting their report and the
audited financial statements of the Group and of the Company for the financial year ended December
31, 2012.

PRINCIPAL ACTIVITIES

The Company is principally involved in investment holding and provision of management services.
The principal activities of the subsidiaries are disclosed in Note 18 to the financial statements. There
have been no significant changes in the nature of the principal activities of the Group and of the
Company during the financial year.

RESULTS OF OPERATIONS

The results of operations of the Group and of the Company for the financial year are as follows:

The Group The Company
RM RM
Profit/ (loss) for the year 34,349,701 (1,061,892)

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

During the current financial year, a special dividend of 27 sen gross per ordinary share, less tax, and a
first and final dividend of 12 sen gross per ordinary share, less tax, amounting to RM12,955,889 and
RM5,758,173 respectively, were declared and paid in respect of the previous financial year.

RESERVES AND PROVISIONS

There were no material transfers to or from reserves or provisions during the financial year other than
those disclosed in the financial statements other than the changes in accounting policies as disclosed in
Note 40 to the financial statements.

ISSUE OF SHARES AND DEBENTURES

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

SHARE OPTIONS

No options have been granted by the Company to any parties during the financial year to take up
unissued shares of the Company.

No shares have been issued during the financial year by virtue of the exercise of any option to take up
unissued shares of the Company. As of the end of the financial year, there were no unissued shares of
the Company under options.
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OTHER STATUTORY INFORMATION

Before the statements of comprehensive income and statements of financial position of the Group and
of the Company were made out, the directors took reasonable steps:

@ 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 have satisfied themselves that all known bad
debts had been written off and that adequate allowance had been made for doubtful debts; and

(b) to ensure that any current assets which were unlikely to realise their book values in the
ordinary course of business have been written down to their estimated realisable values.

At the date of this report, the directors are not aware of any circumstances:

@ which would render the amount written off for bad debts or the amount of allowance for
doubtful debts in the financial statements of the Group and of the Company inadequate to any
substantial extent; or

(b) which would render the values attributed to current assets in the financial statements of the
Group and of the Company misleading; or

(c) which have arisen which render adherence to the existing method of valuation of assets or
liabilities of the Group and of the Company misleading or inappropriate; or

(d) not otherwise dealt with in this report or financial statements which would render any amount
stated in the financial statements of the Group and of the Company misleading.

At the date of this report, there does not exist:

@ any charge on the assets of the Group and of the Company which has arisen since the end of
the financial year and secures the liability of any other person; or

(b) any contingent liability of the Group and of the Company which has arisen since the end of
the financial year.

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, in the opinion of the directors, will
or may substantially affect the ability of the Group and of the Company to meet their obligations as
and when they fall due.

In the opinion of the directors, 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 operations of the Group and of the Company for the succeeding financial
year.
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DIRECTORS

The following directors served on the Board of the Company since the date of the last report:

Ahmad Murad Bin Abdul Aziz
Mui Chung Meng

Chen, Chih-Wen

Cheng Shing Tsung

Cheung Ho Leung

Loo Hooi Beng

Khoo Lay Tatt

DIRECTORS’ INTERESTS
The shareholdings in the Company and in related companies of those who were directors at the end of
the financial year, as recorded in the Register of Dircctors™ Sharcholdings kept by the Company under

Section 134 of the Companies Act, 1965, are as follows:

No. of ordinary shares of RM1 each

Balance as of Balance as of

Shares in the Company 1.1.2012 Bought Sold 31.12.2012
Direct interest:

Ahmad Murad Bin Abdul Aziz 1 - - 1

Cheng Shing Tsung 10,000 - - 10,000

Loo Hooi Beng - 15,000 - 15,000
Indirect interest:

Khoo Lay Tatt 3,000 - (3,000) -

DIRECTORS’ BENEFITS

Since the end of the previous financial year, none of the directors of the Company has received or
beecome entitled to reccive any benefit (other than those discloscd as directors’ remuncration in the
financial statements) by reason of a contract made by the Company or a related corporation with the
director or with a firm of which he is a member, or with a company in which he has a substantial
financial interest except that certain directors received remuneration from related corporations in their
capacities as directors or executives of those related corporations.

During and at the end of the financial year, no arrangement subsisted to which the Company was a
party whereby directors of the Company might acquire benefits by means of the acquisition of shares
in, or debentures of, the Company or any other body corporate.

HOLDING COMPANIES

The Company’s immediate and ultimate holding companies are Pan Global Holding Co. Ltd., a
corporation incorporated in British Virgin Islands and Pan-International Industrial Corp., a corporation
incorporated in Taiwan respectively.
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AUDITORS
The auditors, Messrs. Deloitte KassimChan, have indicated their willingness to continue in office.

Signed on behalf of the Board
in accordance with a resolution of the Directors,

s

MUI CHUNG MENG

HOE 3
U\

CHEN, CHIH-WEN

Penang,

March 25, 2013
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Deloi
e OItte Deloitie KassimChan (AF 0080}

Charterad Accountants
4th Tleor, Wisma YWang
251-A, Izlan Burma
11250 Penang
Malaysia

Tel: +60 1228 8255
Fax: +60 4 228 8355
mypenang@de oitte.com

INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF AR Bl Fra Ty
P.LE. INDUSTRIAL BERITAD
(Incorporated in Malaysia)

Report on the Financial Statements

We have audited the financial statements of P.LE. Industrial Berhad, which comprise the stalements
of financial position of the Group and of the Company as of December 31, 2012, and the statements
of 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 a summary of significant accounting policies and
other explanatory information, as set out on pages 8 to 91.

Directors’ Responsibility for the Financial Statements

The directors of the Company are responsible for the preparation of financial statements so as to give
a true and fair view in accordance with Malaysian Financial Reporting Standards, Inlernational
Financial Reporting Standards and the requirements of the Companies Act, 1965 in Malaysia. The
directors are also responsible for such internal control as the directors determine is necessary to enable
the preparation of financial statements that are free from material misstatement, whether due to fraud

Or error.
Auditors’® Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with approved standards on auditing in Malaysia. Those standards
require that we comply with cthical requircments and plan and perform the audit to obtain reasonable
assurancc whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditors’ judgement, including the
assessment of the risks of matcrial misstatement of the Gnancial statements, whether due to fraud or
¢rror. In making those risk assessments, the auditors consider internal contral relevant to the entity’s
preparation of financial statements that give a true and fair view 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 entity’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by the directors, as
well as evaluating the overall presentation of the financial statements.

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

5

Deloisa refers o one or more of Deloills Touc e Tomatsu Limited, & UK private-company limited by
guaranee, and ils netware ol rigmugr inms, each of which s @ legally ssarate and independent entity,
P wasa sa wiw, defoilbeconvimyiaboJat for & ceial ed description of the ‘egal stuchure of Jelcifle
Touche Tofwnatsu Limited and its member =rms.
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DELOITTE KASSIMCHAN

INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF
P.LE. INDUSTRIAL BERIIAD
(Incorporated in Malaysia)

Opinion

In our opinion, the financial statements give a true and fair view of the financial position of the Group
and of the Company as of December 31, 2012 and their financial performance and cash {lows for the
year then ended in accordance with Malaysian Financial Reporting Standards, International Financial
Reporting Standards and the requirements of the Companies Act, 1965 in Malaysia.

Report on Other Legal and Regulatory Requirements

In accordance with the requirements of the Companics Acl, 1965 in Malaysia, we also report the
following:

(a) in our opinion, the accounting and other records and the registers required by the Act to be
kept by the Company and its subsidiaries of which we have acted as auditors, have been
properly kept in accordance with the provisions of the Act;

(b) we have considered the accounts and auditors’ reports of all the subsidiaries, of which we
have not acted as auditors, which are indicated in Note 18 to the financial statements;

(c) we are satisfled that the accounts of the subsidiaries that have been consolidated with the
financial statements of the Company arc in form and conlent appropriate and proper for the
purposes of the preparation of the financial statements of the GGroup, and we have received
satisfactory information and explanations as required by us for these purposes; and

(d) the auditors™ reports on the accounts of the subsidiaries did not contain any qualification or
any adverse comment made under Section 174(3) of the Act,

Other Reporting Responsibilitics

The supplementary information set out in Note 42 to the financial statements is disclosed to meet the
requirement of Bursa Malaysia Sccuritics Berhad and is not part of the financial statements. The
directors are responsible for the preparation of the supplementary information in accordance with
Guidance on Special Matter No. 1 “Determination of Realised and Unrealised Profits or Losses in the
Context of Disclosure Pursuant to Bursa Malaysia Securities Berhad Listing Requirements” as issued
by the Malaysian Institute of Accountants (“MIA Guidance™) and the directive of Bursa Malaysia
Securities Berhad. In our opinion, the supplementary information is prepared, in all material respects,
in accordance with the MIA Guidance and the dircetive of Bursa Malaysia Sceurities Berhad.
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DELOITTE KASSIMCHAN

INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF
P.LE. INDUSTRIAL BERHAD
(Incorporated in Malaysia)

Other Matters

1. As stated in Note 2 to the financial statements, P.I.E. Industrial Berhad adopted Malaysian
Financial Reporting Standards on January 1, 2012 with a transition date of January 1, 2011.
These standards were applied retrospectively by directors to the comparative information in
these financial statements, including the statements of financial posilion as at December 31,
2011 and January 1, 2011, and the statement of comprehensive income, statement of changes
in equity and statement of cash flows for the vear ended December 31, 2011 and related
disclosures. We were not engaged to report on the restated comparative information and it is
unaudited. Our responsibilities as part of our audit of the financial statements of the Group
and of the Company for the year cnded December 31, 2012 have, in these circumstances,
included obtaining sufficient appropriate audit evidence that the opening balances as at
January 1, 2012 do not contain misstatements that materially affect the financial position as of
December 31, 2012 and financial performance and cash flows for the year then ended.

il This report is made solely to the members of the Company, as a body, in accordance with
Section 174 of the Companies Act, 1965 in Malaysia and for no other purpose. We do not
assume responsibilily towards any other person for the contents of this report.

Deloife Kmﬂk

DELOITTE KASSIMCHAN
AF 0080
Chartered Accountants

Partner - 2225/04/14(J)
Chartered Accountant

March 25, 2013

Penang
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P.I.E. INDUSTRIAL BERHAD
(Incorporated in Malaysia)

STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED DECEMBER 31, 2012

The Group The Company
Note 2012 2011 2012 2011
RM RM RM RM

Revenue 5 348,816,057 349,649,703 2,475,393 21,078,716
Investment revenue 6 3,750,016 4,000,872 82,767 60,541
Other gains and losses 7 7,156,907 5,724,215 944 568
Other income 8 6,411,511 6,988,811 - -
Changes in inventories of

finished goods and work-

in-progress (5,182,883) 8,846,011 - -
Purchase of trading goods (13,740,254) (3,567,074) - -
Raw materials consumed (238,853,993) (263,974,717) - -
Employee benefits expense 9 (35,370,614)  (33,591,763)  (2,692,881) (3,075,312)
Depreciation and

amortisation expenses (6,713,498) (5,331,942) - -
Finance cost 10 (189,756) (51,513) - -
Other expenses (21,764,391)  (21,261,263) (1,261,872) (1,050,049)
Share of loss of jointly

controlled entity (79,611) (247,099) - -
Share of loss of associate (24,317) - - -
Profit/ (loss) before tax 44,215,174 47,184,241 (1,395,649) 17,014,464
Tax (expense)/ income 11 (9,865,473) (8,985,379) 333,757 (3,448,476)
Profit/ (loss) for the year 12 34,349,701 38,198,862 (1,061,892) 13,565,988
Other comprehensive

income
Exchange differences on

translating foreign

operations (111,939) (777,897) - -
Total comprehensive

income for the year 34,237,762 37,420,965  (1,061,892) 13,565,988
Earnings per share:

Basic (sen per share) 13 54 60

The accompanying notes form an integral part of the financial statements.
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P.I.E. INDUSTRIAL BERHAD
(Incorporated in Malaysia)

STATEMENTS OF FINANCIAL POSITION
AS OF DECEMBER 31, 2012

The Group The Company
December December January 1, December December January 1,
Note 31,2012 31, 2011 2011 31, 2012 31, 2011 2011
RM RM RM RM RM RM

Assets
Non-current assets
Property, plant and

equipment 14 57,458,994 46,049,399 32,624,919 - - -
Investment properties 15 27,311,538 27,335,559 27,442,310 - - -
Prepaid lease payments on

leasehold land 16 6,581,771 6,754,184 6,926,601 - - -
Goodwill 17 1,721,665 1,721,665 1,721,665 - - -
Investments in subsidiaries 18 - - - 79,918,805 79,918,805 79,918,805
Investment in jointly

controlled entity 19 - 124,883 371,982 - 25,000 25,000
Investment in associate 20 26,049 - - 25,000 - -
Deferred tax assets 21 922,000 1,003,475 304,000 782,000 450,000 -
Total non-current assets 94,022,017 82,989,165 69,391,477 80,725,805 80,393,805 79,943,805
Current assets
Inventories 22 36,956,813 42,482,100 27,073,422 - - -
Trade and other receivables 23 96,004,259 103,930,029 71,545,565 67,355,166 81,049,722 90,585,516
Other financial assets 24 525,013 509,302 200,300 525,013 509,302 -
Current tax assets 1,168,147 1,163,610 937,429 1,129,781 1,128,024 374,000
Other assets 25 1,867,271 1,181,483 2,100,850 15,844 15,844 18,076
Short-term deposits with

licensed banks 26 79,155,382 85,781,133 75,194,984 101,061 6,721,028 1,451,000
Cash and bank balances 27 19,265,428 18,293,253 27,978,114 40,151 78,526 25,548
Total current assets 234,942,313 253,340,910 205,030,664 69,167,016 89,502,446 92,454,140
Total assets 328,964,330 336,330,075 274,422,141 149,892,821 169,896,251 172,397,945
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P.I.E. INDUSTRIAL BERHAD
(Incorporated in Malaysia)

STATEMENTS OF FINANCIAL POSITION

AS OF DECEMBER 31, 2012

Equity and liabilities
Capital and reserves

Share capital
Treasury shares
Reserves
Retained earnings

Total equity attributable
to owners of the
Company

Non-current liabilities
Deferred tax liabilities

Current liabilities
Trade and other payables
Borrowing

Current tax liabilities

Total current liabilities
Total liabilities

Total equity and
liabilities

Note

28
28
29
30

21

31
32

The Group The Company
December December January 1, December December January 1,
31, 2012 31, 2011 2011 31, 2012 31, 2011 2011
RM RM RM RM RM RM
64,007,000 64,007,000 64,007,000 64,007,000 64,007,000 64,007,000
(101,433) (101,433) (99,051) (101,433) (101,433) (99,051)
19,502,059 19,613,998 20,391,895 35,401,270 35,401,270 35,401,270
182,204,452 166,568,813 145,164,780 47,623,772 67,399,726 70,628,567
265,612,078 250,088,378 229,464,624 146,930,609 166,706,563 169,937,786
2,263,923 585,960 242,048 - - -
58,999,037 61,897,044 43,587,613 2,962,212 3,189,688 2,460,159
- 20,477,306 - - - -
2,089,292 3,281,387 1,127,856 - - -
61,088,329 85,655,737 44,715,469 2,962,212 3,189,688 2,460,159
63,352,252 86,241,697 44,957,517 2,962,212 3,189,688 2,460,159
328,964,330 336,330,075 274,422,141 149,892,821 169,896,251 172,397,945

The accompanying notes form an integral part of the financial statements.

10



Company No.: 424086 X

P.LLE. INDUSTRIAL BERHAD

(Incorporated in Malaysia)

STATEMENTS OF CHANGES IN EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2012

The Group

Note

Balance as of
January 1, 2011

Profit for the year

Other
comprehensive
income for the
year

Total comprehensive
income for the
year

Buy-back of

ordinary shares
Payment of

dividends 33

Balance as of
December 31,
2011

Balance as of
January 1, 2012

Profit for the year

Other
comprehensive
income for the
year

Total comprehensive
income for the
year

Payment of
dividends 33

Balance as of
December 31,
2012

Share  Treasury Share  Translation Retained
capital shares  premium reserve earnings Total
RM RM RM RM RM RM
64,007,000 (99,051) 18,993,049 1,398,846 145,164,780 229,464,624

- - - - 38,198,862 38,198,862
- - - (777,897) - (777,897)
- - - (777,897) 38,198,862 37,420,965
- (2,382) - - - (2,382)

- (16,794,829)  (16,794,829)

64,007,000 (101,433) 18,993,049

620,949 166,568,813 250,088,378

64,007,000 (101,433) 18,993,049 620,949 166,568,813 250,088,378
- - - - 34,349,701 34,349,701
- - - (111,939) - (111,939)
- - - (111,939) 34,349,701 34,237,762

- (18,714,062) (18,714,062)

64,007,000 (101,433) 18,993,049

509,010 182,204,452 265,612,078

11
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P.I.E. INDUSTRIAL BERHAD
(Incorporated in Malaysia)

STATEMENTS OF CHANGES IN EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2012

The Company

Share  Treasury Share Merger Retained

Note capital shares premium reserve earnings Total

RM RM RM RM RM RM
Balance as of
January 1, 2011 64,007,000  (99,051) 18,993,049 16,408,221 70,628,567 169,937,786
Profit for the year - - - - 13,565,988 13,565,988
Other
comprehensive
income for the
year - - - - - -
Total comprehensive
income for the
year - - - - 13,565,988 13,565,988
Buy-back of
ordinary shares - (2,382) - - - (2,382)
Payment of
dividends 33 - - - - (16,794,829) (16,794,829)
Balance as of
December 31,
2011 64,007,000 (101433) 18,993,049 16,408,221 67,399,726 166,706,563

12
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P.LLE. INDUSTRIAL BERHAD

(Incorporated in Malaysia)

STATEMENTS OF CHANGES IN EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2012

The Company

Note

Balance as of
January 1, 2012

Loss for the year

Other
comprehensive
income for the
year

Total comprehensive
income for the
year

Payment of
dividends 33

Balance as of
December 31,
2012

Share  Treasury Share Merger Retained
capital shares premium reserve earnings Total
RM RM RM RM RM RM
64,007,000 (101,433) 18,993,049 16,408,221 67,399,726 166,706,563

(1,061,892) (1,061,892)

(1,061,892) (1,061,892)

(18,714,062) (18,714,062)

64,007,000 (101433) 18,993049 16,408,221 47,623,772 146,930,609

The accompanying notes form an integral part of the financial statements.

13
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P.I.E. INDUSTRIAL BERHAD
(Incorporated in Malaysia)

STATEMENTS OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2012

Cash flows from operating activities

Profit/ (loss) for the year

Tax expense/ (income) recognised in
profit or loss

Depreciation and amortisation of
non-current assets

Finance cost recognised in profit or
loss

Inventories written down

Share of loss of jointly controlled
entity

Share of loss of associate

Loss on fair value adjustments of
investment properties

Property, plant and equipment written
off

Reversal of inventories written down

Interest income recognised in profit
or loss

Unrealised gain on foreign exchange

Reversal of impairment loss on trade
receivables

Gain on disposal of property, plant
and equipment

Investment income earned on
financial asset at fair value through
profit or loss

Gain on dilution of investment in
jointly controlled entity

Fair value gain on financial asset at
fair value through profit or loss

Impairment loss recognised on trade
receivables

Gross dividend income from
investments in subsidiaries

The Group The Company
2012 2011 2012 2011
RM RM RM RM
34,349,701 38,198,862 (1,061,892) 13,565,988
9,865,473 8,985,379 (333,757) 3,448,476
6,713,498 5,331,942 - -
189,756 51,513 - -
169,372 - - -
79,611 247,099 - -
24,317 - - -
20,102 63,106 - -
2,015 377 - -
(3,727,665) (518,148) - -
(1,785,201) (1,502,799) (82,767) (60,541)
(868,618) (2,029,572) - -
(528,655) (138,817) - -
(252,814) (118,754) - -
(15,393) (8,716) (15,393) (8,716)
(5,094) - - -
(318) (568) (318) (568)
- 1,090,774 - -
- - - (18,610,000)
44,230,087 49,651,678 (1,494,127) (1,665,361)

14



Company No.: 424086 X
P.LLE. INDUSTRIAL BERHAD
(Incorporated in Malaysia)

STATEMENTS OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2012

The Group The Company
2012 2011 2012 2011
RM RM RM RM

Movements in working capital:
Decrease/ (increase) in inventories 9,074,338 (14,945,942) - -
Decrease/ (increase) in trade and

other receivables 9,070,615 (31,509,616) - -
Decrease in other financial asset - 200,300 - -
(Increase)/ decrease in other assets (686,930) 916,763 (227,476) 2,232
(Decrease)/ increase in trade and

other payables (2,398,634) 18,316,867 - 729,529
Cash generated from/ (used in)

operations 59,289,476 22,630,050 (1,721,603) (933,600)
Income taxes paid (9,295,512) (8,104,474) - -
Income taxes refunded - 699,351 - -
Net cash generated by/ (used in)

operating activities 49,993,964 15,224,927 (1,721,603) (933,600)
Cash flows from investing activities
Interest received 1,607,131 1,502,133 85,323 58,335
Proceeds from disposal of property,

plant and equipment 254,373 126,768 - -
Payments for property, plant and

equipment (17,950,869)  (18,625,406) - -
Repayment by jointly controlled entity - 125,000 - 125,000
Payment to acquire financial asset at

fair value through profit or loss - (500,018) - (500,018)
Repayment by subsidiaries - - 13,692,000 9,413,000
Dividends received - - - 13,957,500
Net cash (used in)/ generated by

investing activities (16,089,365)  (17,371,523) 13,777,323 23,053,817

15



Company No.: 424086 X
P.LLE. INDUSTRIAL BERHAD
(Incorporated in Malaysia)

STATEMENTS OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2012

The Group The Company
Note 2012 2011 2012 2011
RM RM RM RM

Cash flows from financing

activities
(Decrease)/ increase in short-

term borrowing (20,477,306) 20,477,306 - -
Dividends paid to owners of

the Company (18,714,062)  (16,794,829) (18,714,062)  (16,794,829)
Interest paid (189,756) (51,513) - -
Short-term deposit released as

security - 19,960 - -
Payments for buy-back of

shares - (2,382) - (2,382)
Net cash (used in)/ generated

by financing activities (39,381,124) 3,648,542 (18,714,062)  (16,797,211)
Net (decrease)/ increase in

cash and cash equivalents (5,476,525) 1,501,946 (6,658,342) 5,323,006
Cash and cash equivalents at

the beginning of the year 104,038,350 103,115,810 6,799,554 1,476,548
Effects of exchange rates

changes on the balances of

cash held in foreign

currencies (176,979) (579,406) - -
Cash and cash equivalents at

the end of the year 34 98,384,846 104,038,350 141,212 6,799,554

The accompanying notes form an integral part of the financial statements.
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Company No.: 424086 X

P.I.E. INDUSTRIAL BERHAD
(Incorporated in Malaysia)

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2012

1.

GENERAL INFORMATION

The Company is a public limited liability company, incorporated and domiciled in Malaysia
and listed on the Main Market of Bursa Malaysia Securities Berhad.

The Company is principally involved in investment holding and provision of management
services. The principal activities of the subsidiaries are disclosed in Note 18. There have been
no significant changes in the nature of the principal activities of the Group and of the
Company during the financial year.

The registered office of the Company is located at 57-G, Persiaran Bayan Indah, Bayan Bay,
Sungai Nibong, 11900 Penang, Malaysia.

The principal place of business of the Company is located at Plot 4, Jalan Jelawat Satu,
Kawasan Perusahaan Seberang Jaya, 13700 Seberang Jaya, Seberang Perai, Penang,
Malaysia.

The Company’s immediate and ultimate holding companies are Pan Global Holding Co. Ltd.,
a corporation incorporated in British Virgin Islands and Pan-International Industrial Corp., a
corporation incorporated in Taiwan respectively.

The financial statements of the Group and of the Company were authorised by the Board of
Directors for issuance in accordance with a resolution of the directors on March 25, 2013.

BASIS OF PREPARATION OF FINANCIAL STATEMENTS

The financial statements of the Group and of the Company have been prepared in accordance
with Malavsian Financial Reporting Standards (“MFRSs™), International Financial Reporting
Standards and the provisions of the Companies Act, 1965 in Malaysia.

Adoption of Malaysian Financial Reporting Standards

The Group’s and the Company’s financial statcments for the financial yecar ended December
31, 2012 have been prepared in accordance with MFRSs for the first time. In the previous
years, these financial statements were prepared in accordance with Financial Reporting
Standards (“FRS8s™).

The transition to MFRSs is accounted for in accordance with MFRS 1: First-time Adoption of
Malaysian Financial Reporting Standards, with January 1, 2011 as the date of transition. The
changes in accounting policies as a consequence of the transition to MFRSs and the
reconciliations of the effects of the transition to MFRSs are presented in Note 40.
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Standards and IC Interpretations in issue but not yet effective

At the date of authorisation for issue of these financial statements, the new and revised
Standards and IC Interpretations (“1C Int.”") which were in issue but not vet effective and not
early adopted by the Group and the Company are as listed below.

MFRS 1 First-time Adoption of Financial Reporting Standards (Amendments relating
to Government Loans) ©

MFRS 7 Financial Instruments: Disclosures (Amendments relating to Disclosures —
Offsetting Financial Assets and Financial Liabilities) ©

MFRS 9 Financial Instruments (IFRS 9 issued by IASB in November 2009)

MFRS 9 Financial Instruments (IFRS 9 issued by IASB in October 2010) ®

MFRS 10 Consolidated Financial Statements ©

MFRS 10 Consolidated Financial Statements (Amendments relating to Transition
Guidance) @

MFRS 10 Investment Entities SAmendments to MFRS 10, MFRS 12 and MFRS 127) ©

MFRS 11 Joint Arrangements ©

MFRS 11 Joint Arrangements (Amendments relating to Transition Guidance) ©

MFRS 12 Disclosure of Interests in Other Entities ©

MFRS 12 Disclosure of Interests in Other Entities (Amendments relating to Transition
Guidance) @

MFRS 12 Investment Entities (Amendments to MFRS 10, MFRS 12 and MFRS 127) ©

MFRS 13 Fair Value Measurement @

MFRS 101 Presentation of Financial Statements (Amendments relating to Presentation of
Items of Other Comprehensive Income) ©

MFRS 119  Employee Benefits (IAS 19 as amended by IASB in June 2011) @

MFRS 127 Separate Financial Statements (IAS 27 as amended by IASB in May 2011) ©

MFRS 127 Investment Entities (Amendments to MFRS 10, MFRS 12 and MFRS 127) ©

MFRS 128 Investment in Associates and Joint Ventures (IAS 28 as amended by IASB in
May 2011) @

MFRS 132 Financial Instruments: Presentation (Amendments relating to Offsetting
Financial Assets and Financial Liabilities) ©

IC Int. 20 Stripping Costs in the Production Phase of a Surface Mine ©

Amendments to MFRSs contained in the document entitled Annual Improvements 2009-2011

cycle @
@ Effective for annual periods beginning on or after January 1, 2013
®) Effective for annual periods beginning on or after January 1, 2015 instead of January

1, 2013 immediately upon the issuance of Amendments to MFRS 9 (IFRS 9 issued by
IASB on November 2009 and October 2010 respectively) and MFRS 7 relating to
“Mandatory Effective Date of MFRS 9 and Transition Disclosures” on March 1, 2012
© Effective for annual periods beginning on or after January 1, 2014
@ Effective for annual periods beginning on or after July 1, 2012

The directors anticipate that the abovementioned Standards and IC Interpretations will be
adopted in the annual financial statements of the Group and of the Company when they
become effective and that the adoption of these Standards and IC Interpretations will have no
material impact on the financial statements of the Group and of the Company in the period of
initial application.
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Amendments to MFRS 7 and MFRS 132: Offsetting Financial Assets and Financial
Liabilities and the related disclosures

The amendments to MFRS 132 clarify existing application issues relating to the offset of the
financial assets and financial liabilities requirements. Specifically, the amendments clarify the
meaning of “currcntly has a lcgally enforceable right of sct-off” and “simultangous rcalisation
and settlement™,

The amendments to MFRS 7 introduce new disclosure requirements relating to rights of offset
and related arrangements for financial instruments under an enforceable master meeting
agreements or similar arrangements. Both MFRS 132 and MFRS 7 require retrospective
application upon adoption.

To date, the Group and the Company have not entered into any such agreements or similar
arrangements. However, the directors anticipate that the application of these amendments to
MFRS 132 and MFRS 7 may result in more disclosures being made with regard to offsetting
financial assets and financial liabilities in the future.

MFRS 9 and Amendments relating to Mandatory Effective Date of MFRS 9 and
Transition Disclosures

MFRS 9 (IFRS 9 issued by IASB in November 2009) introduces new requirements for the
classification and measurement of financial assets. MFRS 9 (IFRS 9 issued by IASB in
October 2010) includes the requirements for the classification and measurement of financial
liabilities and for derecognition.

The amendments to MFRS 9 (IFRS 9 issued by IASB in November 2009 and October 2010
respectively) (“MFRS 97) relating to “Mandatory Effective Date of MFRS 9 and Transition
Disclosurcs™ which became immediately cffcetive on the issuanec datc of March 1, 2012
amended the mandatory effective date of MFRS 9 to annual periods beginning on or after
January 1, 2015 instead of on or after January 1, 2013, with earlier application still permitted
as well as modified the relief from restating prior periods. MFRS 7 which was also amended
in tandem with the issuance of the aforementioned amendments introduce new disclosure
requirements that are either permitted or required on the basis of the entity’s date of adoption
and whether the entity chooses to restate prior periods.

Key requirements of MFRS 9 are described as follows:

@ All recognised financial assets that are within the scope of MFRS 139 Financial
Instruments: Recognition and Measurement to be subsequently measured at amortised
cost or fair value. Specifically, debt investments that are held within a business model
whose objective is to collect the contractual cash flows, and that have contractual
cash flows that are solely payments of principal and interest on the principal
outstanding are generally measured at amortised cost at the end of subsequent
accounting periods. In addition, under MFRS 9, entities may make an irrecoverable
election to present subsequent changes in the fair value of equity instrument (that is
not held for trading) in other comprehensive income, with only dividend income
generally recognised in profit or loss.
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(b) With regard to the measurement of financial liabilities designated as at fair value
through profit or loss, MFRS 9 requires that the amount of change in the fair value of
the financial liability that is attributable to changes in the credit risk of that liability, is
presented in other comprehensive income, unless the recognition of the effects of
changes in the lLiability’s credit risk in other comprehensive income would create or
enlarge an accounting mismatch in profit or loss. Changes in fair value attributable to
a financial liability's credit risk are not subsequently reclassified to profit or loss.
Previously, under FRS 139, the entire amount of the change in the fair value of the
financial liability designated as at fair value through profit or loss was presented in
profit or loss.

The directors do not anticipate that the application of MFRS 9 will have a significant impact
on amounts reported in respect of the Group’s and of the Company’s financial assets and
financial liabilities.

MFRS 10, MFRS 11, MFRS 12, MFRS 127 AND MFRS 128

In November 2011, a package of five Standards on consolidation, joint arrangements,
associates and disclosures was issued, comprising MFRS 10, MFRS 11, MFRS 12, MFRS
127 (1AS 27 as amended by IASB in May 2011) and MFRS 128 (IAS 28 as amended by
IASB in May 2011).

Key requirements of these five Standards are described below.

MFRS 10 replaces the parts of MFRS 127 Consolidated and Separate Financial Statements
that deal with consolidated financial statements. IC Int. 112 Consolidation — Special Purpose
Entities will be withdrawn upon the effective date of MFRS 10. Under MFRS 10, there is
only one basis for consolidation, that is, control. In addition, MFRS 10 includes a new
definition of control that contains three elements:

€] power over an investee,

(b) exposure, or rights, to variable returns from its involvement with the investee, and

(c) the ability to use its power over the investee to affect the amount of the investor’s
returns.

Extensive guidance has been added in MFRS 10 to deal with complex scenarios.

MFRS 11 replaces MFRS 131 Interests in Joint Ventures. MFRS 11 deals with how a joint
arrangement of which two or more parties have joint control should be classified. IC Int. 113
Jointly Controlled Entities — Non-monetary Contributions by Venturers will be withdrawn
upon the effective date of MFRS 11. Under MFRS 11, joint arrangements are classified as
joint operations or joint ventures, depending on the rights and obligations of the parties to the
arrangements. In contrast, under MFRS 131, there are three types of joint arrangements:
jointly controlled entities, jointly controlled assets and jointly controlled operations. In
addition, joint ventures under MFRS 11 are required to be accounted for using the equity
method of accounting, whereas jointly controlled entities under MFRS 131 can be accounted
for using the equity method of accounting or proportionate consolidation.

MFRS 12 is a disclosure standard and is applicable to entities that have interests in
subsidiaries, joint arrangements, associates and/ or unconsolidated structured entities. In
general, the disclosure requirements in MFRS 12 are more extensive than those in the current
standards.
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In July 2012, the amendments to MFRS 10, MFRS 11 and MFRS 12 were issued to clarify
certain transitional guidance on the application of these MFRSs for the first time.

The directors anticipate that these five standards will be adopted i the Group’s consolidated
financial statements for the annual period beginning January 1, 2013. The application of these
five standards will have no material impact on the financial statements of the Group.

MFRS 13

MFRS 13 establishes a single source of guidance for fair value measurements and disclosures
about fair value measurements. The Standard defines fair value, establishes a framework for
measuring fair value, and requires disclosures about fair value measurements. The scope of
MFRS 13 is broad; it applies to both financial instrument items and non-financial instrument
items for which other IFRSs require or permit fair value measurements and disclosures about
fair value measurements, except in specified circumstances. In general, the disclosure
requirements in MFRS 13 are more extensive than those required in the current standards. For
example, quantitative and qualitative disclosures based on the three-level fair value hierarchy
currently required for financial instruments only under MFRS 7 Financial Instruments:
Disclosures will be extended by MFRS 13 to cover all assets and liabilities within its scope.

The directors anticipate that the application of the new Standard may affect the amounts
reported in the financial statements and result in more extensive disclosures in the financial
statements.

Amendments to MFRS 101: Presentation of Items of Other Comprehensive Income

The amendments to MFRS 101 retain the option to present profit or loss and other
comprehensive income in either a single statement or in two separate but consecutive
statements. However, the amendments to MFRS 101 require additional disclosures to be
made in the other comprehensive income section such that items of other comprehensive
income are grouped into two categories: (a) items that will not be reclassified subsequently to
profit or loss; and (b) items that will be reclassified subsequently to profit or loss when
specific conditions are met. Income tax on items of other comprehensive income is required
to be allocated on the same basis — the amendments do not change the option to present items
of other comprehensive income either before tax or net of tax.

The amendments also introduce new terminology for the statement of comprehensive income
and income statement. Under the amcendments to MFRS 101, the “statement of
comprehensive income™ is renamed “statement of profit or loss and other comprehensive
income” and the “incomc statcment™ is renamed the “statement of profit or loss™.

The amendments will be applied retrospectively upon adoption and hence, the presentation of
items of other comprehensive income will be modified accordingly to reflect the changes.
Other than the abovementioned presentation changes, the application of the amendments to
MFRS 101 would not result in any impact on profit or loss, other comprehensive income and
total comprehensive income.
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MFRS 119 (IAS 19 as amended by IASB in June 2011)

The amendments to MFRS 119 change the accounting for defined benefit plans and
termination benefits. The most significant change relates to the accounting for changes in
defined benefit obligations and in fair value of plan assets when they occur, and hence
climinate the ‘corridor approach™ permitted under the previous version of MFRS 119 and
accelerate the recognition of past service costs. The amendments require all actuarial gains
and losses to be recognised immediately through other comprehensive income in order for the
net pension asset or liability recognised in the statement of financial position to reflect the full
value of the plan deficit or surplus. Further, the interest cost and expected return on plan
assets used in the previous version of MFRS 119 are replaced with a “net-interest” amount,
which is calculated by applying the discount rate to the net defined benefit liability or asset.

The amendments to MFRS 119 require retrospective application. The directors do not
anticipate that the application of MFRS 119 will have a significant impact on the Group’s and
the Company’s financial statements.

Amendments to MFRSs: Annual Improvements 2009 - 2011 Cycle

The Annual Improvements 2009 — 2011 Cycle include a number of amendments to various
MFRSs. The amendments to MFRSs include:

@ Amendments to MFRS 101 Presentation of Financial Statements;
(b) Amendments to MFRS 116 Property, Plant and Equipment; and
(c) Amendments to MFRS 132 Financial Instruments: Presentation.

Amendments to MFRS 101

MFRS 101 requires an entity that changes accounting policies retrospectively, or makes a
retrospective restatement or reclassification to present a statement of financial position as at
the beginning of the preceding period (third statement of financial position). The amendments
to MFRS 101 clarify that an entity is required to present a third statement of financial
position only when the retrospective application, restatement or reclassification has a material
effect on the information in the third statement of financial position and that related notes are
not required to accompany the third statement of financial position. The directors do not
anticipate that the adoption of the amendments when it becomes effective will have a
significant impact on the Group’s and thc Company’s financial statcments.

Amendments to MFRS 116

The amendments to MFRS 116 clarify that spare parts, stand-by equipment and servicing
equipment should be classified as property, plant and equipment when they meet the
definition of property, plant and equipment in MFRS 116 and as inventory otherwise. The
directors do not anticipate that the amendments of MFRS 116 will have a significant impact
on the Group’s and the Company’s financial statements.

Amendments to MFRS 132

The amendments to MFRS 132 clarify that income tax relating to distribution to holders of an
equity instrument and to transaction costs of an equity transaction should be accounted for in
accordance with MFRS 112 Income Taxes. The directors anticipate that the amendments to
MFRS 132 will have no effect on the Group’s and the Company’s financial statcments as this
treatment has already been adopted.
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IC Int. 20

IC Int. 20 applies to waste removal costs that are incurred in surface mining activity during
the production phase of the mine (production stripping costs). Under the Interpretation, the
costs from this waste removal activity (stripping) which provide improved access to ore is
recognised as a non-current asset (stripping activity asset) which certain criteria are met,
whereas the costs of normal on-going operational stripping activities are accounted for in
accordance with MFRS 102 Inventories. The stripping activity is accounted for as an addition
to, or as an enhancement of, an existing asset and classified as tangible or intangible
according to the nature of existing asset of which it forms part.

Specific transitional provisions are provided to entities that apply IC Int. 20 for the first time.
However, IC Int. 20 must be applied to production stripping costs incurred on or after the
beginning of the earliest period presented. The directors anticipate that IC Int. 20 will have no
effect to the Group’s and the Company’s financial statcments as no such activitics are being
engaged by the Group and the Company.

3. SIGNIFICANT ACCOUNTING POLICIES
Basis of accounting

The financial statements have been prepared on the basis of historical cost, except for certain
non-current assets and financial instruments that are measured at fair values, as explained in
the accounting policies below. Historical cost is generally based on the fair value of the
consideration given in exchange for assets.

The principal accounting policies are set out below.
Subsidiaries and basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company
and entities (including special purpose entities) controlled by the Company (its subsidiaries).
Control is achieved where the Company has the power to govern the financial and operating
policies of an entity so as to obtain benefits from its activities.

Subsidiaries are consolidated using the purchase method of accounting, except for certain
business combinations with agreement dated before July 1, 2009 that meet the conditions of a
merger as set out in MFRS 3 Business Combinations, which were accounted for using the
merger method.

The Group has taken advantage of the exemption provided by MFRS 3 to apply this standard
prospectively. Accordingly, business combinations entered into prior to January 1, 2009 have
not been restated to comply with this standard.

When the merger method is used, the cost of investment in the Company’s books is recorded
at cost. On consolidation, the cost of the merger is cancelled with the values of the shares
received. Any resulting credit difference is classified as equity and regarded as a non-
distributable reserve. Any resulting debit balance is adjusted against any suitable reserve. The
results of the subsidiaries being merged are presented as if the merger had been effected
throughout the current and previous financial years.
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The financial statements of all subsidiaries are consolidated under the purchase method except
for the financial statements of Pan-International Electronics (Malaysia) Sdn. Bhd. and Pan-
International Wire & Cable (Malaysia) Sdn. Bhd. which are consolidated under the merger
method.

Income and expenses of subsidiaries acquired or disposed of during the year are included in
the consolidated statement of comprehensive income from the effective date of acquisition
and up to the effective date of disposal, as appropriate. Total comprehensive income of
subsidiaries is attributed to the owners of the Company and to the non-controlling interests
even if this results in the non-controlling interests having a deficit balance.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring
their accounting policies into line with those used by other members of the Group.

All intra-group transactions, balances, income and expenses are eliminated in full on
consolidation.

Changes in the Group’s ownership interests in subsidiaries that do not result in the Group
losing control 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. 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.

When the Group loses control of a subsidiary, a gain or loss is recognised in profit or loss and
is calculated as the difference between (a) the aggregate of the fair value of the consideration
received and the fair value of any retained interest and (b) the previous carrying amount of the
assets (including goodwill), and liabilities of the subsidiary and any non-controlling interests.
When assets of the subsidiary are carried at revalued amounts or fair values and the related
cumulative gain or loss has been recognised in other comprehensive income and accumulated
in equity, the amounts previously recognised in other comprehensive income are accounted
for as if the Group had directly disposed of the relevant assets (i.e. reclassified to profit or loss
or transferred directly to retained earnings as specified by applicable Standards). The fair
value of any investment retained in the former subsidiary at the date when control is lost is
regarded as the fair value on initial recognition for subsequent accounting under MFRS 139
Financial Instruments: Recognition and Measurement or, when applicable, the cost on initial
recognition of an investment in an associate or jointly controlled entity.

Subsidiaries

Investment in subsidiaries which are eliminated on consolidation, are stated at cost less
impairment losses, if any, in the Company’s separate financial statements.

Business combinations

Acquisitions of subsidiaries and businesses that take place on or after January 1, 2011 are
accounted for using the acquisition method. The consideration transferred in a business
combination is measured at fair value which is calculated as the sum of the acquisition-date
fair values of assets transferred by the Group, liabilities incurred by the Group to the former
owners of the acquiree and equity instruments issued by the Group in exchange for control of
the acquiree. Acquisition-related costs are recognised in profit or loss as incurred.
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At acquisition date, the identifiable assets acquired and liabilities assumed are recognised at
their fair value, except that:

@ deferred tax assets or liabilities and assets or liabilities related to employee benefit
arrangements are recognised and measured in accordance with MFRS 112 Income
Taxes and MFRS 119 Employee Benefits respectively;

(b) liabilities or equity instruments related to the share-based payment arrangements of
the acquiree or share-based payment arrangements of the Group entered into to
replace share-based payment arrangements of the acquiree are measured in
accordance with MFRS 2 Share-based Payment at the acquisition date; and

(c) assets (or disposal groups) that are classified as held for sale in accordance with
MFRS 5 Non-current Assets Held for Sale and Discontinued Operations are measured
in accordance with that Standard.

Goodwill is measured as the excess of the sum of the consideration transferred, the amount of
any non-controlling interests in the acquiree, and the fair valuc of the acquirer’s previously
held equity interest in the acquiree (if any) over the net of the acquisition-date amounts of the
identifiable assets acquired and the liabilities assumed. If, after reassessment, the net of the
acquisition-date amounts of the identifiable assets acquired and liabilities assumed exceeds
the sum of the consideration transferred, the amount of any non-controlling interests in the
acquiree and the fair value of the acquirer’s previously held equity interest in the acquiree (if
any), the excess is recognised immediately in profit or loss as a bargain purchase gain.

Non-controlling interests that are present ownership interests and entitle their holders to a
proportionate share of the entity’s net assets in the event of liquidation may be initially
measured either at fair value or at the non-controlling interests™ proportionate share of the
recognised amounts of the acquiree’s identifiable net assets. The choice of measurement basis
is made on a transaction-by-transaction basis. Other types of non-controlling interests are
measured at fair value or, when applicable, on the basis specified in another Standard.

Where the consideration transferred by the Group in a business combination includes assets or
liabilities resulting from a contingent consideration arrangement, the contingent consideration
is measured at its acquisition-date fair value. Changes in the fair value of the contingent
consideration that qualify as measurement period adjustments are adjusted retrospectively,
with corresponding adjustments against goodwill. Measurement period adjustments are
adjustments that arise from additional information obtained during the *measurement period”
(which cannot exceed one year from the acquisition date) about facts and circumstances that
existed at the acquisition date.

The subsequent accounting for changes in the fair value of contingent consideration that do
not qualify as measurement period adjustments depends on how the contingent consideration
is classified. Contingent consideration that is classified as equity is not remeasured at
subsequent reporting dates and its subsequent settlement is accounted for within equity.
Contingent consideration that is classified as an asset or liability is remeasured at subsequent
reporting dates in accordance with MFRS 137 Provisions, Contingent Liabilities and
Contingent Assets, as appropriate, with the corresponding gain or loss being recognised in
profit or loss.
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Where a business combination is achicved in stages, the Group’s previously held equity
interests in the acquiree are remeasured to fair value at the acquisition date (i.e. the date when
the Group attains control) and the resulting gain or loss, if any, is recognised in profit or loss.
Amounts arising from interests in the acquiree prior to the acquisition date that have
previously been recognised in other comprehensive income are reclassified to profit or loss,
where such treatment would be appropriate if that interest were disposed of.

If the initial accounting for a business combination is incomplete by the end of the reporting
period in which the combination occurs, the Group reports provisional amounts for the items
for which the accounting is incomplete. Those provisional amounts are adjusted during the
measurement period (see above), or additional assets or liabilities are recognised, to reflect
new information obtained about facts and circumstances that existed as of the acquisition date
that, if known, would have affected the amounts recognised at that date.

Interests in joint ventures

A joint venture is a contractual arrangement whereby the Group and other parties undertake
an economic activity that is subject to joint control (i.e. when the strategic financial and
operating policy decisions relating to the activities of the joint venture require the unanimous
consent of the parties sharing control).

When a group entity undertakes its activities under joint venture arrangements directly, the
Group’s sharc of jointly controlled assets and any liabilities incurred jointly with other
venturers are recognised in the financial statements of the relevant entity and classified
according to their nature. Liabilities and expenses incurred directly in respect of interests in
jointly controlled assets are accounted for on an accrual basis. Income from the sale or use of
the Group’s share of the output of jointly controlled assets, and its share of joint venture
expenses, are recognised when it is probable that the economic benefits associated with the
transactions will flow to/ from the Group and their amount can be measured reliably.

Joint venture arrangements that involve the establishment of a separate entity in which each
venture has an interest are referred to as jointly controlled entities. The Group reports its
interest in jointly controlled entity using the equity method of accounting, except when the
investment is classified as held for sale, in which case it is accounted for in accordance with
MFRS 5 Non-current Assets Held for Sale and Discontinued Operations. The Group’s share
of the assets, liabilities, income and expenses of jointly controlled entities is combined with
the equivalent items in the consolidated financial statements on a line-by-line basis.

Any goodwill arising on the acquisition of the Group’s interest in a jointly controlled entity is
accounted for in accordance with the Group’s accounting policy for goodwill arising in a
business combination.

When a group entity transacts with a jointly controlled entity of the Group, unrealised profits
and losses resulting from the transactions with the jointly controlled entity are recognised in
the Group’s consolidated financial statements only to the extent of the interest in the jointly
controlled entity that are not related to the Group.

Investment in associate
An associate is an entity over which the Group has significant influence and that is neither a
subsidiary nor an interest in a joint venture. 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.

26



Company No.: 424086 X

The results and assets and liabilities of associates are incorporated in these financial
statements using the equity method of accounting, except when the investment is classified as
held for sale, in which case it is accounted for in accordance with MFRS 5 Non-current
Assets Held for Sale and Discontinued Operations. Under the equity method, investments in
associates are initially recognised in the consolidated statement of financial position at cost
and adjusted thercaficr to rccognisc the Group’s share of the profit or loss and other
comprehensive income of the associate, less any impairment in the value of individual
investments. When the Group’s share of losses of an associate exceeds the Group’s interest in
that associate (which includes any long-term interests that, in substance, form part of the
Group’'s net investment in the associate), the Group discontinues recognising its share of
further losses. Additional losses are recognised only to the extent that the Group has incurred
legal or constructive obligations or made payments on behalf of the associate.

Any excess of the cost of acquisition over the Group’s share of the net fair value of the
identifiable assets, liabilities and contingent liabilities of the associate recognised at the date
of acquisition is recognised as goodwill which is included within the carrying amount of the
investment. Any excess of the Group's share of the net fair value of the identifiable assets,
liabilities and contingent liabilities over the cost of acquisition, after reassessment, is
recognised immediately in profit or loss.

The requirements of MFRS 139 are applied to determine whether it is necessary to recognise
any impairment loss with respect to the Group’s investment in an associate. When necessary,
the entire carrying amount of the investment (including goodwill) 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 costs to sell) with its carrying
amount. Any impairment loss recognised forms part of the carrying amount of the investment.
Any reversal of that impairment loss is recognised in accordance with MFRS 136 to the
extent that the recoverable amount of the investment subsequently increases.

Upon disposal of an associate that results in the Group losing significant influence over that
associate, any retained investment is measured at fair value at that date and the fair value is
regarded as its fair value on initial recognition as a financial asset in accordance with MFRS
139. The difference between the previous carrying amount of the associate attributable to the
retained interest and its fair value is included in the determination of the gain or loss on
disposal of the associate. In addition, the Group accounts for all amounts previously
recognised in other comprehensive income in relation to that associate on the same basis as
that would be required if that associate had directly disposed of the related assets or liabilities.
Therefore, if a gain or loss previously recognised in other comprehensive by that associate
would be reclassified to profit or loss on disposal of the related assets or liabilities, the Group
reclassifies the gain or loss from equity to profit or loss (as a reclassification adjustment)
when it loses significant influence over that associate.

When a group entity transacts with its associate, profits and losses resulting from the
transactions with the associate are recognised in the Group’s consolidated financial statements
only to the extent of the Group’s interest in the associate that are not related to the Group.

Goodwill

Goodwill arising on an acquisition of a business is carried at cost as established at the date of
acquisition of the business less accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is allocated to each of the Group’s cash-
generating units (or groups of cash-generating units) that is expected to benefit from the
synergies of the combination.
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A cash-generating unit to which goodwill has been allocated is tested for impairment
annually, or more frequently when there is an indication that the unit may be impaired. If the
recoverable amount of the cash-generating unit is less than its carrying amount, the
impairment loss is allocated first to reduce the carrying amount of any goodwill allocated to
the unit and then to the other assets of the unit pro-rata on the basis of the carrying amount of
each asset in the unit. Any impairment loss for goodwill is recognised directly in profit or loss
in the consolidated statement of comprehensive income. An impairment loss recognised for
goodwill is not reversed in subsequent periods.

On disposal of the relevant cash-generating unit, the attributable amount of goodwill is
included in the determination of the profit or loss on disposal.

The Group’s policy for goodwill arising on the acquisition of an associate is described above.
Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable. Revenue is
reduced for estimated customer returns, rebates and other similar allowances.

(a) Sale of goods

Revenue from the sale of goods is recognised when the goods are delivered and titles
have passed, at which time all the following conditions are satisfied:

(i) the Group has transferred to the buyer the significant risks and rewards of
ownership of the goods;

(i) the Group retains neither continuing managerial involvement to the degree
usually associated with ownership nor effective control over the goods sold,;

(iii) the amount of revenue can be measured reliably;

(iv) it is probable that the economic benefits associated with the transaction will
flow to the Group; and

(v) the costs incurred or to be incurred in respect of the transaction can be
measured reliably.

(b) Dividend and interest income

Dividend income from investments is rccogniscd when the sharcholder’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).

Interest income 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
assct’s net carrying amount on initial recognition.

(©) Rental income
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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(d) Other income
Management fee and other income are recognised on an accrual basis.
Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of
qualifying assets, which are assets that necessarily take a substantial period of time to get
ready for their intended use or sale, are added to the cost of those assets, until such time as the
assets are substantially ready for their intended use or sale.

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

Short-term employee benefits

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

Retirement benefit costs

Contributions to defined contribution retirement benefit plans are recognised as an expense

when employees have rendered service entitling them to the contributions. The Group and the

Company have no further payment obligations once these contributions have been paid.

Taxation

Income tax expense represents the sum of the tax currently payable and deferred tax.

(a) Current tax
The tax currently payable is based on taxable profit for the year. Taxable profit differs
from profit as reported in the statements of comprehensive income because of items
of income or expense that are taxable or deductible in other years and items that are
never taxable or deductible. The Group’s and the Company’s liability for current tax

is calculated using tax rates that have been enacted or substantively enacted by the
end of the reporting period.
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(b)

()

Deferred tax

Deferred tax is recognised on temporary differences between the carrying amounts of
assets and liabilities in the financial statements and the corresponding tax bases used
in the computation of taxable profit. Deferred tax liabilities are generally recognised
for all taxable temporary differences. Deferred tax assets are generally recognised for
all deductible temporary differences, unused tax losses and unused tax credits to the
extent that it is probable that taxable profits will be available against which those
deductible temporary differences, unused tax losses and unused tax credits can be
utilised. Such deferred tax assets and liabilities are not recognised if the temporary
difference arises from the initial recognition (other than in a business combination) of
other assets and liabilities in a transaction that affects neither the taxable profit nor the
accounting profit.

The carrying amount of deferred tax assets is reviewed at the end of each reporting
period and reduced to the extent that it is no longer probable that sufficient taxable
profits will be available to allow all or part of the asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to
apply in the period in which the liability is settled or the asset is realised, based on tax
rates (and tax laws) that have been enacted or substantively enacted by the end of the
reporting period. The measurement of deferred tax liabilities and assets reflects the
tax consequences that would follow from the manner in which the Group and the
Company expect, at the end of the reporting period, to recover or settle the carrying
amount of its assets and liabilities.

However, for investment properties that are measured using the fair value model, the
carrying amounts of such properties are presumed to be recovered entirely through
sale, unless the presumption is rebutted. The presumption is rebutted when the
investment property is depreciable and is held within a business model whose
objective is to consume substantially all of the economic benefits embodied in the
investment property over time, rather than through sale.

Deferred tax assets and liabilities are offset when there is a legally enforceable right
to set off current tax assets against current tax liabilities and when they relate to
income taxes levied by the same taxation authority and the Group and the Company
intend to settle its current tax assets and liabilities on a net basis.

Current and deferred tax for the period

Current and deferred tax are recognised as an expense or income in profit or loss,
except when they relate to items that are recognised outside profit or loss (whether in
other comprehensive income or directly in equity), in which case the current and
deferred tax is also recognised in other comprehensive income or directly in equity
respectively.

Foreign currencies

The individual financial statements of each group entity are presented in the currency of the
primary economic environment in which the entity operates (its functional currency). For the
purpose of the consolidated financial statements, the results and financial position of each
entity are expressed in Ringgit Malaysia (“RM™), which is the functional currency of the
Company, and the presentation currency for the consolidated financial statements.
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In preparing the financial statements of the individual entities, transactions in currencies other
than the entity’s functional currency (foreign currencies) are recognised at the rates of
exchange prevailing at the dates of the transactions. At the end of each reporting period,
monetary items denominated in foreign currencies are retranslated at the rates prevailing at
that date. Non-monetary items carried at fair value that are denominated in foreign currencies
are retranslated at the rates prevailing at the date when the fair value was determined. Non-
monetary items that are measured in terms of historical cost in a foreign currency are not
retranslated.

Exchange differences are recognised in profit or loss in the period in which they arise except
for:

@ exchange differences arising on the retranslation of non-monetary items carried at fair
value in respect of which gain and losses are recognised in other comprehensive
income. For such non-monetary items, the exchange component of that gain or loss is
also recognised in other comprehensive income; and

(b) exchange differences on monetary items receivable from or payable to a foreign
operation for which settlement is neither planned nor likely to occur (therefore,
forming part of the net investment in the foreign operation), which are recognised
initially in other comprehensive income and reclassified from equity to profit or loss
on repayment of the monetary items.

For the purpose of presenting consolidated financial statements, the assets and liabilities of
the Group’s foreign operations are translated in RM using exchange rates prevailing at the end
of the reporting period. Income and expense items are translated at the average exchange rates
for the period, unless exchange rates fluctuated significantly during that period, in which case
the exchange rates at the dates of the transactions are used. Exchange differences arising, if
any, are recognised in other comprehensive income and accumulated in equity (attributed to
non-controlling interests as appropriate).

On the disposal of a foreign operation (i.e. a disposal of the Group’s entire interest in a
foreign operation, or a disposal involving loss of control over a subsidiary that includes a
foreign operation, loss of joint control over a jointly controlled entity that includes a foreign
operation, or loss of significant influence over an associate that includes a foreign operation),
all of the accumulated exchange differences in respect of that operation attributable to the
Group are reclassified to profit or loss. Any exchange differences that have previously been
attributed to non-controlling interests are derecognised, but they are not reclassified to profit
or loss.

In addition, in relation to a partial disposal of a subsidiary that does not result in the Group
losing control over the subsidiary, the proportionate share of accumulated exchange
differences are re-attributed to non-controlling interests and are not recognised in profit or
loss. For all other partial disposals (i.e. of associates or jointly controlled entities that do not
result in the Group losing significant influence or joint control), the proportionate share of the
accumulated exchange differences is reclassified to profit or loss.

Goodwill and fair value adjustments on identifiable assets and liabilities arising on the
acquisition of a foreign operation are treated as assets and liabilities of the foreign operation
and translated at the rate of exchange prevailing at the end of each reporting period. Exchange
differences arising are recognised in other comprehensive income and accumulated in equity.
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Leasing

Leases are classified as finance leases whenever the terms of the lease transfer substantially
all the risks and rewards of ownership to the lessee. All other leases are classified as operating
leases.

(a) The Group as lessor

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.

(b) The Group as lessee

Operating lease payments are recognised as an expense on a straight-line basis over
the lease term, except where another systematic basis is more representative of the
time pattern in which economic benefits from the leased asset are consumed.
Contingent rentals arising under operating leases are recognised as an expense in the
period in which they are incurred.

In the event that lease incentives are received to enter into operating leases, such
incentives are recognised as a liability. The aggregate benefit of incentives is
recognised as a reduction of rental expense on a straight-line basis, except where
another systematic basis is more representative of the time pattern in which economic
benefits from the leased asset are consumed.

Property, plant and equipment

Land and buildings held for use in the production or supply of goods or services, or for
administrative purposes, are stated in the statement of financial position at cost, being the fair
value in the opening MFRS statement of financial position as deemed costs, less any
subsequent accumulated depreciation and subsequent accumulated impairment losses.

Properties in the course of construction for production, supply or administrative purposes, or
for purposes not yet determined, are carried at cost, less any recognised impairment loss. Cost
includes professional fees and, for qualifying assets, borrowing costs capitalised in
accordance with the Group’s accounting policy. Depreciation of these assets, on the same
basis as other property assets, commences when the assets are ready for their intended use.

Freehold land is not depreciated.

All other property, plant and equipment are stated at cost less accumulated depreciation and
impairment losses.
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Depreciation is recognised so as to write off the cost of assets less their residual values over
their useful lives, using the straight-line method, on the following bases:

Buildings 2.22% - 5%
Leasehold flats 2.22%
Plant and machinery 10% - 33.3%
Production tools and equipment 10% - 20%
Furniture, fixtures and office equipment 10% - 33.3%
Mechanical and electrical installation 10% - 20%
Motor vehicles 20%
Road 10%

The estimated useful lives, residual values and depreciation method are reviewed at each year
end, with the effect of any changes in estimate accounted for on a prospective basis.

An item of property, plant and equipment is derecognised upon disposal or when no future
economic benefits are expected to arise from the continued use of the asset. Any gain or loss
arising on the disposal or retirement of an item of property, plant and equipment is determined
as the difference between the sales proceeds and the carrying amount of the asset and is
recognised in profit or loss.

Investment properties

Investment properties, which are properties held to earn rentals and/ or for capital
appreciation (including property under construction for such purposes). Investment properties
are measured initially at its cost, including transaction costs. Subsequent to initial recognition,
investment properties are measured at fair value. Gains and losses arising from changes in the
fair value of investment property are included in profit or loss in the period in which they
arise.

An investment property is derecognised upon disposal or when the investment property is
permanently withdrawn from use and no future economic benefits are expected from the
disposal. Any gain or loss arising on derecognition of the property (calculated as the
difference between the net disposal proceeds and the carrying amount of the asset) is included
in profit or loss in which the property is derecognised.

Impairment of tangible and intangible assets excluding goodwill

At the end of each reporting period, the Group reviews the carrying amounts of its tangible
and intangible assets to determine whether there is any indication that those assets have
suffered an impairment loss. If any such indication exists, the recoverable amount of the asset
is estimated in order to determine the extent of the impairment loss (if any). Where it is not
possible to estimate the recoverable amount of an individual asset, the Group estimates the
recoverable amount of the cash-generating unit to which the asset belongs. When a reasonable
and consistent basis of allocation can be identified, corporate assets are also allocated to
individual cash-generating units, or otherwise they are allocated to the smallest group of cash-
generating units for which a reasonable and consistent allocation basis can be identified.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing
value in use, the estimated future cash flows are discounted to their present value using a pre-
tax discount rate that reflects current market assessments of the time value of money and the
risks specific to the asset for which the estimates of future cash flows have not been adjusted.
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If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its
carrying amount, the carrying amount of the asset (or cash-generating unit) is reduced to its
recoverable amount. An impairment loss is recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-
generating unit) is increased to the revised estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the asset (or cash-generating unit) in
prior years. A reversal of an impairment loss is recognised immediately in profit or loss.

Inventories

Inventories are stated at the lower of cost and net realisable value. Costs comprise direct
materials and, where applicable, includes an appropriate portion of fixed and variable
overhead expenses that have been incurred in bringing the inventories to their present location
and condition. Cost is determined based on the weighted average method.

Net realisable value represents the estimated selling price for inventories less all estimated
costs of completion and costs necessary to make the sale.

Financial instruments

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

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

Financial assets

Financial asscts arc classified into the following specified catecgorics: financial asscts “at fair
valuc through profit or loss® and ‘loans and rcceivables®. The classification depends on the
nature and purpose of the financial assets and is determined at the time of initial recognition.
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.

34



Company No.: 424086 X

(a)

(b)

Effective interest method

The effective interest method is a method of calculating the amortised cost of a
financial asset and of allocating interest income over the relevant period. The
effective interest rate is the rate that exactly discounts estimated future cash receipts
(including all fees on 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 asset, or (where appropriate) a shorter period, to the net carrying
amount on initial recognition.

Income is recognised on an effective interest basis for debt instruments other than
those financial assets classified as at fair value through profit or loss.

Financial assets at fair value through profit or loss

Financial assets are classified as at fair value through profit or loss when the financial
asset is either held for trading or it is designated as at fair value through profit or loss.

A financial asset is classified as held for trading if:

(i) it has been acquired principally for the purpose of selling it in the near term;
or

(i) on initial recognition it is part of a portfolio of identified financial
instruments that the Group manages together and has a recent actual pattern
of short-term profit-taking; or

(iii) it is a derivative that is not designated and effective as a hedging instrument.

A financial asset other than a financial asset held for trading may be designated as at
fair value through profit or loss upon initial recognition if:

(i) such designation eliminates or significantly reduces a measurement or
recognition inconsistency that would otherwise arise; or

(i) the financial asset forms part of a group of financial assets or financial
liabilities or both, which is managed and its performance is evaluated on a
fair value basis, in accordance with the Group’s documented risk
management or investment strategy, and information about the grouping is
provided internally on that basis; or

(iii) it forms part of a contract containing one or more embedded derivatives, and
MFRS 139 Financial Instruments: Recognition and Measurement permits the
entire combined contract (asset or liability) to be designated as at fair value
through profit or loss.

Financial assets at fair value through profit or loss are stated at fair value, with any
gains or losses arising on remeasurement recognised in profit or loss. The net gain or
loss recognised in profit or loss incorporates any dividend or interest earned on the
financial assct and is included in the “other gaing and losses™ ling item,
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©)

(d)

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. Loans and receivables are measured
at amortised cost using the effective interest method, less any impairment. Interest
income is recognised by applying the effective interest rate, except for short-term
receivables when the recognition of interest would be immaterial.

Impairment of financial assets

Financial assets, other than those at fair value through profit or loss, are assessed for
indicators of impairment at the end of each reporting period. Financial assets are
considered to be impaired when there is objective evidence that, as a result of one or
more events that occurred after the initial recognition of the financial asset, the
estimated future cash flows of the investment have been affected.

For all other financial assets, objective evidence of impairment could include:

(i) significant financial difficulty of the issuer or counterparty; or

(i) default or delinquency in interest or principal payments; or

(iii) it becoming probable that the borrower will enter bankruptcy or financial re-
organisation.

For certain categories of financial asset, such as trade receivables, assets that are
assessed not to be impaired individually are, in addition, assessed for impairment on a
collective basis. Objective evidence of impairment for a portfolio of receivables could
include the Group’s past experience of collecting payments, an increase in the
number of delayed payments in the portfolio past the average credit periods of 30 to
120 days, as well as observable changes in national or local economic conditions that
correlate with default on receivables.

For financial assets carried at amortised cost, the amount of the impairment loss
recognised 1s the difference between the asset’s carrving amount and the present
value of estimated future cash flows, discounted at the financial asset’s original
effective interest rate.

The carrying amount of the financial asset is reduced by the impairment loss directly
for all financial assets with the exception of trade receivables, where the carrying
amount is reduced through the use of an allowance account. When a trade receivable
is considered uncollectible, it is written off against the allowance account. Subsequent
recoveries of amounts previously written off are credited against the allowance
account. Changes in the carrying amount of the allowance account are recognised in
profit or loss.

For financial assets measured at amortised cost, if, in a subsequent period, the amount
of the impairment loss decreases and the decrease can be related objectively to an
event occurring after the impairment was recognised, the previously recognised
impairment loss is reversed through profit or loss to the extent that the carrying
amount of the investment at the date the impairment is reversed does not exceed what
the amortised cost would have been had the impairment not been recognised.
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)

Derecognition of financial assets

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 their 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 in its entirety, the difference between the asset’s
carrying amount and the sum of the consideration received and receivable and the
cumulative gain or loss that had been recognised in other comprehensive income and
accumulated in equity is recognised in profit or loss.

Financial liabilities and equity instruments issued by the Group and the Company

(a)

(b)

()

(d)

Classification as debt or equity

Debt and equity instruments are classified as either financial liabilities or as equity in
accordance with the substance of the contractual arrangement.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of
an entity after deducting all of its liabilities. Equity instruments issued by the Group
and the Company are recognised at the proceeds received, net of direct issue costs.

Repurchase of the Company’s own equity instruments is recognised and deducted
directly in equity. No gain or loss is recognised in profit or loss on the purchase, sale,
issue or cancellation of the Company’s own equity instruments.

Financial liabilities

Financial liabilities are classified as cither financial liabilitics ‘at fair value through
profit or loss™ or “other financial liabilities’.

Financial liabilities at fair value through profit or loss

Financial liabilities are classified as at fair value through profit or loss when the
financial liability is either held for trading or it is designated as at fair value through
profit or loss.

A financial liability is classified as held for trading if:

(i) it has been acquired principally for the purpose of repurchasing it in the near
term; or

(i) on initial recognition it is part of a portfolio of identified financial
instruments that the Group manages together and has a recent actual pattern
of short-term profit-taking; or

(iii) it is a derivative that is not designated and effective as a hedging instrument.
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(€)

(7

A financial liability other than a financial liability held for trading may be designated
as at fair value through profit or loss upon initial recognition if:

(i) such designation eliminates or significantly reduces a measurement or
recognition inconsistency that would otherwise arise; or

(i) the financial liability forms part of a group of financial assets or financial
liabilities or both, which is managed and its performance is evaluated on a
fair value basis, in accordance with the Group's documented risk management
or investment strategy, and information about the grouping is provided
internally on that basis; or

(iii) it forms part of a contract containing one or more embedded derivatives, and
MFRS 139 Financial Instruments: Recognition and Measurement permits the
entire combined contract (asset or liability) to be designated as at fair value
through profit or loss.

Financial liabilities at fair value through profit or loss are stated at fair value, with any
gains or losses arising on remeasurement recognised in profit or loss. The net gain or
loss recognised in profit or loss incorporates any interest paid on the financial liability
and is included in the ‘other gains and losses’ line item in the statements of
comprehensive income.

Other financial liabilities

Other financial liabilities, including borrowings, are initially measured at fair value,
net of transaction costs and are subsequently measured at amortised cost using the
effective interest method, with interest expense recognised on an effective yield basis.

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
through the expected life of the financial liability, or (where appropriate) a shorter
period, to the net carrying amount on initial recognition.

Derecognition of financial liabilities

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

Derivative financial instruments

The Group enters into derivative financial instruments to manage its exposure to foreign
exchange rate risk, including foreign exchange forward contracts. Further details of derivative
financial instruments are disclosed in Note 24.

Derivatives are initially recognised at fair value at the date the derivative contract is entered
into and are subsequently remeasured to their fair value at the end of each reporting period.
The resulting gain or loss is recognised in profit or loss immediately unless the derivative is
designated and effective as a hedging instrument, in which event the timing of the recognition
in profit or loss depends on the nature of the hedge relationship.
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Treasury shares

Shares bought back are retained as treasury shares under the treasury stock method. Shares
repurchased and held as treasury shares are accounted for at the cost of repurchase and set off
against equity. Where such treasury shares are subsequently sold or reissued, the net
consideration received is included in shareholders™ cquity.

Where the Company reacquires its own equity share capital, the consideration paid, including
attributable transaction costs on repurchased ordinary shares of the Company that have not
been cancelled, are classified as treasury shares and presented as a deduction from equity. No
gain or loss is recognised in statements of comprehensive income on the sale, re-issuance 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.

Cash and cash equivalents

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

Cash and cash equivalents comprise cash and bank balances, demand deposits which are not
pledged, bank overdrafts and highly liquid investments which are readily convertible to
known amounts of cash and which are subject to an insignificant risk of changes in value.

4. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group's accounting policies, which are described in Note 3, the
directors are required to make judgements, estimates and assumptions about the carrying
amounts of assets and liabilities that are not readily apparent from other sources. The
estimates and associated assumptions are based on historical experience and other factors that
are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the
revision affects only that period, or in the period of the revision and future periods if the
revision affects both current and future periods.

(@ Critical judgements in applying the Group’s accounting policies
The following is the critical judgement, apart from those involving estimations, that
the directors have made in the process of applying the Group’s accounting policies

and that have the most significant effect on the amounts recognised in the financial
statements.
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(i) Deferred taxation on investment properties

For the purposes of measuring deferred tax liabilities or deferred tax assets
arising from investment properties, the directors have concluded that
investment properties are not being held under a business model whose
objective is to consume substantially all of the economic benefits embodied
in the investment properties over time, rather than through sale. Accordingly,
the presumption that the carrying amounts of the investment properties
measured using the fair value model are recovered entirely through sale is not
rebutted. As a result, deferred taxes have not been recognised on changes in
fair value of investment properties as no tax consequences would arise on
disposal of the investment properties.

(b) Key sources of estimation uncertainty

The following are the key assumptions concerning the future, and other key sources
of estimation uncertainty at the end of the reporting period, that have a significant risk
of causing a material adjustment to the carrying amounts of assets and liabilities
within the next financial year.

(i) Impairment of property, plant and equipment, prepaid lease payments
on leasehold land and investment properties

The Group assesses whether there are any indicators of impairment for all
non-financial assets at each reporting date. Other non-financial assets are
tested for impairment when there are indicators that the carrying amounts
may not be recoverable.

If there are indicators of impairment in property, plant and equipment,
prepaid lease payments on leasehold land and investment properties, the
Group carries out the impairment test based on a variety of estimation
including the value in use of the cash-generating units to which the property,
plant and equipment, prepaid lease payments on leasehold land and
investment properties are allocated. Estimating the value in use requires the
Group to make an estimate of the expected future cash flows from the cash-
generating units and also to choose a suitable discount rate in order to
calculate the present value of those cash flows.

During the current financial year, the Group assessed and determined that
there was no indicator of impairment for property, plant and equipment,
prepaid lease payments on leasehold land and investment properties.

(i) Impairment of goodwill

Determining whether goodwill is impaired required an estimation of the value
in use of the cash-generating units to which goodwill has been allocated. The
value in use calculation requires the directors to estimate the future cash
flows expected to arise from the cash-generating unit and a suitable discount
rate in order to calculate present value.

At the end of the current financial year, the Group assessed the recoverable

amount of goodwill, and determined that there was no impairment for
goodwill need to be recognised.
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(iii)

(iv)

(v)

Deferred tax assets

Deferred tax assets are recognised for all deductible temporary differences to
the extent that it is probable that taxable profit will be available against which
those deductible temporary differences can be utilised. Significant
management judgement is required to determine the amount of deferred tax
assets that can be recognised, based on the likely timing and level of future
taxable profit together with future tax planning strategies.

Assumptions about generation of future taxable profit depend on
management’s estimates of future cash flows. This depends on cstimates of
future revenue, 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 the
deferred tax assets recognised in the statements of financial position.

Inventories

The Group makes an allowance for slow moving/ obsolete inventories based
on an assessment of the net realisable value of the inventories. When
estimating the net realisable value of inventories, management consider all of
the facts relating to the inventories and the operating environment at the time
the estimates are made. Where the expectation is different from the original
estimate, such difference will impact the carrying value of the inventories in
the period in which such estimate has been changed.

Impairment of receivables

The Group assesses at each reporting date whether there is any objective
evidence that a financial asset is impaired. To determine whether there is
objective evidence of impairment, the Group considers factors such as the
probability of insolvency or significant financial difficulties of the debtor
and default or significant delay in payments.

Where there is objective evidence of impairment, the amount and timing of
future cash flows are estimated based on historical loss experience for assets
with similar credit risk characteristics. Where the expectation is different
from the original estimate, such difference will impact the carrying value of
the receivables in the period in which such estimate has been changed.
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5. REVENUE

Sale of goods

Investment income earned on
financial asset at fair value
through profit or loss

Dividend income from non-
current equity investments
in subsidiaries in Malaysia

Management fee

6. INVESTMENT REVENUE

Rental income from
investment properties

Interest income on short-term
deposits

The Group The Company
2012 2011 2012 2011
RM RM RM RM
348,800,664 349,640,987 - -
15,393 8,716 15,393 8,716
- - - 18,610,000
- - 2,460,000 2,460,000
348,816,057 349,649,703 2,475,393 21,078,716
The Group The Company
2012 2011 2012 2011
RM RM RM RM
1,964,815 2,498,073 - -
1,785,201 1,502,799 82,767 60,541
3,750,016 4,000,872 82,767 60,541

The following is an analysis of investment revenue earned on financial assets by category of

asset:

Investment income earned on
investment properties
Interest income for financial
assets not designated as at
fair value through profit or
loss:
Loan and receivables
(including cash and bank
balances)

The Group The Company
2012 2011 2012 2011
RM RM RM RM
1,964,815 2,498,073 - -
1,785,201 1,502,799 82,767 60,541
3,750,016 4,000,872 82,767 60,541

42



Company No.: 424086 X

OTHER GAINS AND LOSSES

Reversal of inventories written
down

Net foreign exchange gain

Reversal of impairment loss
on trade receivables

Gain on disposal of property,
plant and equipment

Gain on dilution of investment
in jointly controlled entity

Fair value gain on financial
assets at fair value through
profit or loss

Inventories written down

Loss on fair value adjustments
of investment properties

Property, plant and equipment
written off

Impairment loss recognised on
trade receivables

Others

OTHER INCOME

Scrap sales
Labour charges received
Others

The Group The Company
2012 2011 2012 2011
RM RM RM RM

3,727,665 518,148 - -
2,415,946 5,974,697 626 -
528,655 138,817 -
252,814 118,754 - -
5,094 - - -

318 568 318 568
(169,372) - - -
(20,102) (63,106) - -
(2,015) (377) - -
- (1,090,774) - -
417,904 127,488 - -

7,156,907 5,724,215 944 568

The Group

2012 2011
RM RM

6,261,320 6,896,972

8,169 72,282

142,022 19,557

6,411,511 6,988,811

43




Company No.: 424086 X

9.

10.

EMPLOYEE BENEFITS EXPENSE

Employee benefits expense recognised as an expense during the financial year is as follows:

Contribution to employees
provident fund and central
provident fund

Other employee benefits
expense

The Group The Company
2012 2011 2012 2011
RM RM RM RM
1,223,982 1,374,232 95,849 91,020
34,146,632 32,217,531 2,597,032 2,984,292
35,370,614 33,591,763 2,692,881 3,075,312

Employee benefits expense of the Group and of the Company includes dircctors’
remuneration, salaries, bonuses, contribution to employees provident fund and central
provident fund and all other employee related expenses.

Details of remuneration of directors, who are the key management personnel of the Group and

of the Company, are as follows:

Contribution to employees
provident fund and central
provident fund

Other emoluments

FINANCE COST

The Group The Company
2012 2011 2012 2011
RM RM RM RM
99,314 109,303 45,983 44,766
2,420,754 2,750,304 1,939,091 2,306,236
2,520,068 2,859,607 1,985,074 2,351,002

Interest expense for financial liabilities not classified as fair value through profit or loss is as

follows:

Interest on short-term borrowing

189,756

The Group
2011
RM

51,513
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11.

TAX EXPENSE/ (INCOME)

Income tax recognised in profit or loss

Tax expense/ (income) comprises:

Current year:

Current tax expense:
Malaysian
Foreign

Deferred tax expense/
(income) relating to the
origination and reversal of
temporary differences

Adjustments recognised in the
current year in relation to
tax expense of prior years:
Current tax:

Malaysian
Deferred tax

Total tax expense/ (income)

The Group The Company

2012 2011 2012 2011

RM RM RM RM
7,829,000 7,959,000 - 4,010,500

686,373 1,290,273 - -
1,469,438 16,437 (332,000) (450,000)
9,984,811 9,265,710 (332,000) 3,560,500

(409,338) 91,669 (1,757) (112,024)

290,000 (372,000) - -

9,865,473 8,985,379 (333,757) 3,448,476

Malaysian income tax is calculated at the statutory tax rate of 25% (2011: 25%) of the
estimated taxable profit for the year. Taxation for other jurisdictions are calculated at the rates
prevailing in the relevant jurisdictions.

The estimated tax saving arising from utilisation of previously unused tax losses that is used
to reduce current tax expense of the Group and of the Company is RM78,000 (2011:
RM370,000) and Nil (2011: RM370,000) respectively.

45



Company No.: 424086 X

The total tax expense/ (income) for the year can be reconciled to the accounting profit/ (loss)

as follows:
The Group The Company
2012 2011 2012 2011
RM RM RM RM

Profit/ (loss) before tax 44,215,174 47,184,241 (1,395,649) 17,014,464
Tax expense calculated using

the Malaysian income tax

rate of 25% (2011: 25%) 11,054,000 11,796,000 (349,000) 4,254,000
Effect of expenses that are not

deductible in determining

taxable profit 997,811 233,710 17,000 37,500
Effect of revenue that is

exempt from taxation (44,000) (2,000) - -
Effect of tax exempt income

on:

Pioneer business (1,200,000) (1,355,000) - -

Promoted business (691,000) (1,092,000) - -
Effect of different tax rates of

subsidiaries operating in

other jurisdictions (129,000) 391,000 - -
Reversal of deferred tax assets

not recognised previously:

Unused tax losses (78,000) - - -

Other temporary differences 75,000 - - -
Effect of unused tax losses and

tax offsets not recognised as

deferred tax assets - 25,000 - -
Recognition of deferred tax

assets not recognised

previously:

Unused tax losses - (370,000) - (370,000)

Other temporary differences - (361,000) - (361,000)

9,984,811 9,265,710 (332,000) 3,560,500

Adjustments recognised in the

current year in relation to

tax expense of prior years (119,338) (280,331) (1,757) (112,024)
Tax expense/ (income)

recognised in profit or loss 9,865,473 8,985,379 (333,757) 3,448,476

A subsidiary in Malaysia has been granted pioneer status under the Promotion of Investment
Act, 1986 for the manufacturing of fixed and handheld barcode readers and its related sub-
assembly. Under this incentive, 70% of the subsidiary’s statutory income from the
manufacturing of fixed and handheld barcode readers is exempted from income tax for a
period of five years commencing February 2, 2009.

46



Company No.: 424086 X

12.

Another subsidiary in Thailand is enjoying investment promotion in manufacturing of certain
goods according to the Investment Promotion Act of Thailand B.E. 1977. Under this
incentive, the subsidiary is entitled to full corporate tax exemption on certain income, tax
reduction at 11.5% on certain income, and full corporate tax exemption on certain income not
exceeding the capital investment (excluding land), as well as other rights and privileges as
prescribed by the Board of Investment. For income which is derived from Non-Board of
Investment operations, it is liable for corporate tax at 23%.

As of December 31, 2012, the Group and the Company have unused tax losses of

approximately RM1,244,000 (December 31, 2011: RM869,000;

January 1, 2011:

RM2,294,000) and RM359,000 (December 31, 2011: RM199,000; January 1, 2011:
RM1,706,000) respectively, which are available for set off against future taxable income.

PROFIT/ (LOSS) FOR THE YEAR

Profit/ (loss) for the year has been arrived at:

After charging:
Depreciation of property,
plant and equipment
Directors’ remuneration:
Directors of the Company:
Fee
Contribution to
employees provident
fund
Other emoluments
Directors of subsidiaries:
Fee
Contribution to
employees provident
fund and central
provident fund
Other emoluments
Rental of:
Premises
Office equipment
Interest on short-term
borrowing
Amortisation of prepaid lease
payments on leasehold land
Inventories written down
Audit fee:
Current year
Underprovision in prior
year

The Group

2012 2011

RM RM
6,541,085 5,159,525
72,000 72,000
45,983 44,766
1,867,091 2,234,236
53,331 64,537
481,663 444,068
199,778 168,564
14,284 14,567
189,756 51,513
172,413 172,417

169,372 -

121,200 115,532
5,000 8,500
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The Group The Company
2012 2011 2012 2011
RM RM RM RM

Loss on fair value adjustments

of investment properties 20,102 63,106 - -
Property, plant and equipment

written off 2,015 377 - -
Impairment loss recognised

on trade receivables - 1,090,774 - -

And crediting:

Reversal of inventories

written down 3,727,665 518,148 - -
Gain on foreign exchange:

Realised 1,547,328 3,945,126 626 -

Unrealised 868,618 2,029,572 - -
Rental income 1,964,815 2,498,073 - -
Interest income on short-term

deposits 1,785,201 1,502,799 82,767 60,541
Reversal of impairment loss

on trade receivables 528,655 138,817 - -
Gain on disposal of property,

plant and equipment 252,814 118,754 - -
Investment income earned on

financial asset at fair value

through profit or loss 15,393 8,716 15,393 8,716
Gain in dilution of investment

in jointly controlled entity 5,094 - - -
Fair value gain on financial

asset at fair value through

profit or loss 318 568 318 568

13. EARNINGS PER SHARE

Basic earnings per share is calculated by dividing profit for the year attributable to owners of
the Company by the weighted average number of ordinary shares in issue during the financial
year, excluding treasury shares held by the Company.

The Group
2012 2011
Profit for the year attributable to owners of the
Company (RM) 34,349,701 38,198,862
Weighted average number of ordinary shares in issue
(units) 63,979,700 63,980,076
Basic earnings per share (sen) 54 60

48



Company No.: 424086 X

14. PROPERTY, PLANT AND EQUIPMENT

The Group

Cost

December 31, 2012:

Freehold land

Buildings

Leasehold flats

Plant and machinery

Production tools and
equipment

Furniture, fixtures and
office equipment

Mechanical and
electrical installation

Motor vehicles

Road

Construction-in-
progress

December 31, 2011:

Freehold land

Buildings

Leasehold flats

Plant and machinery

Production tools and
equipment

Furniture, fixtures and
office equipment

Mechanical and
electrical installation

Motor vehicles

Road

Currency
Beginning Disposals/  translation End
of year Additions  write-off  differences of year

RM RM RM RM RM
650,256 - - (1,362) 648,894
23,046,570 5,031,479 - (1,438) 28,076,611
1,900,000 - - - 1,900,000
69,058,452 12,065,237 (265,932) 4,221 80,861,978
3,434,521 345,121 - (99) 3,779,543
2,784,904 48,574 (1,255) (262) 2,831,961
1,583,747 - - - 1,583,747
2,065,127 283,360 (163,168) (358) 2,184,961
8,788 - - (18) 8,770
- 177,098 - 891 177,989
104,532,365 17,950,869 (430,355) 1,575 122,054,454
690,248 - - (39,992) 650,256
22,443,924 632,314 - (29,668) 23,046,570
1,900,000 - - - 1,900,000
52,963,216 16,740,953 (638,668) (7,049) 69,058,452
2,817,150 632,642 (14,250) (1,021) 3,434,521
2,572,563 222,544 (6,420) (3,783) 2,784,904
1,583,747 - - - 1,583,747
1,672,120 396,953 - (3,946) 2,065,127
8,981 - - (193) 8,788
86,651,949 18,625,406 (659,338)  (85,652) 104,532,365
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Currency
Accumulated Beginning Charge for Disposals/ translation End
depreciation of year the year write-off  differences of year
RM RM RM RM RM
December 31, 2012:
Buildings 1,430,337 952,703 - (659) 2,382,381
Leasehold flats 25,411 23,457 - - 48,868
Plant and machinery 48,599,911 5,098,569 (262,668) (788) 53,435,024
Production tools and
equipment 2,688,918 202,591 - (42) 2,891,467
Furniture, fixtures and
office equipment 2,492,523 112,385 (947) (136) 2,603,825
Mechanical and
electrical installation 1,583,744 - - - 1,583,744
Motor vehicles 1,653,334 151,380 (163,166) (167) 1,641,381
Road 8,788 - - (18) 8,770
58,482,966 6,541,085 (426,781) (1,810) 64,595,460
December 31, 2011:
Buildings 554,393 920,114 - (44,170) 1,430,337
Leasehold flats 1,954 23,457 - - 25,411
Plant and machinery 45,428,052 3,814,070 (638,668) (3,543) 48,599,911
Production tools and
equipment 2,585,390 110,428 (6,236) (664) 2,688,918
Furniture, fixtures and
office equipment 2,297,829 202,719 (6,043) (1,982) 2,492,523
Mechanical and
electrical installation 1,583,744 - - - 1,583,744
Motor vehicles 1,566,687 88,737 - (2,090) 1,653,334
Road 8,981 - - (193) 8,788
54,027,030 5,159,525 (650,947)  (52,642) 58,482,966
The Group
December 31, December 31, January 1,
2012 2011 2011
RM RM RM
Net book value:
Freehold land 648,894 650,256 690,248
Buildings 25,694,230 21,616,233 21,889,531
Leasehold flats 1,851,132 1,874,589 1,898,046
Plant and machinery 27,426,954 20,458,541 7,535,164
Production tools and equipment 888,076 745,603 231,760
Furniture, fixtures and office equipment 228,136 292,381 274,734
Mechanical and electrical installation 3 3 3
Motor vehicles 543,580 411,793 105,433
Road - - -
Construction-in-progress 177,989 - -
57,458,994 46,049,399 32,624,919
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15.

As of December 31, 2012, ccrtain of the Group’s frechold land and building with a total
carrying value of RM1,048,894 (December 31, 2011: RM1,056,672; January 1, 2011:
RM1,172,669) are charged to a bank as securities for credit facilities granted to the Group as
mentioned in Note 32.

INVESTMENT PROPERTIES

The Group
December 31, December 31,
2012 2011
RM RM
At fair value:
Balance at beginning of the year 27,335,559 27,442,310
Loss on fair value adjustments at end of year (20,102) (63,106)
Effect on foreign currency exchange differences (3,919) (43,645)
Balance at end of the year 27,311,538 27,335,559

The investment properties as of December 31, 2012, all of which are being leased out under
operating lease are as follows:

The Group
December 31, December 31, January 1,
2012 2011 2011
RM RM RM
Freehold land and buildings 1,886,538 1,910,559 2,020,223
Short leasehold land and buildings 25,425,000 25,425,000 25,422,087
27,311,538 27,335,559 27,442,310

The fair value of the Group’s investment properties of freehold land and buildings as of
December 31, 2012 of RM1,886,538 (December 31, 2011: RM1,910,559; January 1, 2011:
RM2,020,223) was determined by the directors by reference to market evidence of transaction
prices for similar properties.

The fair value of certain of the Group’s investment properties of short leasehold land and
buildings as of December 31, 2012 with a total carrying value of RM25,425,000 (December
31, 2011: RM25,425,000; January 1, 2011: RM17,025,000) has been arrived at on the basis of
a valuation carried out at that date by an independent valuer which have appropriate
qualifications and recent experience in the valuation of properties in the relevant locations.
The valuation was arrived at by reference to market evidence of transaction prices for similar
properties.

No valuation was carried out by independent valuer on certain of thc Group’s investment
properties as of January 1, 2011, comprising short leasehold land and building with a total
carrying value of RM8,397,087. These short leasehold land and building were acquired
during the last quarter of the financial year ended December 31, 2010 and the directors were
of the opinion that the carrying amount of such investment properties approximates their fair
value as of January 1, 2011.
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16.

17.

The rental income earned by the Group from its investment properties is RM1,964,815 (2011:
RM2,498,073). Direct operating expenses incurred by the Group on the investment properties
leased out under operating lease during the financial year amounted to RM325,299 (2011:
RM656,570).

As of December 31, 2012, the unexpired lease periods of the short leasehold land of the
Group which are included under investment properties are 37 and 38 years.

As of December 31, 2012, ccrtain of the Group’s investment propertics with a total carrving
value of RM1,886,538 (December 31, 2011: RM1,910,559; January 1, 2011: RM2,020,223)
are charged to a bank as securities for credit facilities granted to the Group as mentioned in
Note 32.

PREPAID LEASE PAYMENTS ON LEASEHOLD LAND

The Group
December 31, December 31,
2012 2011
RM RM
At beginning of the year 6,754,184 6,926,601
Amortisation during the year (172,413) (172,417)
At end of the year 6,581,771 6,754,184

The prepaid lease payments on leasehold land as of December 31, 2012 are as follows:

The Group
December 31, December 31, January 1,
2012 2011 2011
RM RM RM
Short leasehold land 6,581,771 6,754,184 6,926,601

As of December 31, 2012, the unexpired lease periods of the short leasehold land of the
Group which are included under prepaid lease payments on leasehold land are 37 and 38
years.

GOODWILL
The Group
December 31, December 31, January 1,
2012 2011 2011
RM RM RM
At cost 1,721,665 1,721,665 1,721,665

At the end of the reporting period, the Group assessed the recoverable amount of goodwill,
and determined that there was no impairment on goodwill need to be recognised.

Goodwill has been allocated for impairment testing purposes to manufacturing activities of a
foreign subsidiary.
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18.

The recoverable amount of this cash-generating unit is determined based on a value in use
calculation which uses cash flow projections based on financial budgets approved by the
directors covering a period of 3 years with an estimated growth rate of negative 10% (December
31, 2011: positive 2%; January 1, 2011: positive 2%), and a discount rate of 9% (December 31,
2011: 9%; January 1, 2011: 9%) per annum.

Cash flow projections during the budget period are based on the same expected gross margins
and raw materials price inflation throughout the budget period. The directors believe that any
reasonably possible change in the key assumptions on which recoverable amount is based
would not cause the aggregate carrying amount to exceed the aggregate recoverable amount
of the cash-generating unit.

INVESTMENTS IN SUBSIDIARIES

The Company
December 31, December 31, January 1,
2012 2011 2011
RM RM RM
Unquoted shares, at cost 79,918,805 79,918,805 79,918,805

Details of the subsidiaries as at the end of the reporting period are as follows:

Direct Place of Proportion of
subsidiaries Principal activities  incorporation ownership interest
December December January 1,
31,2012 31,2011 2011

Pan-International Contract electronic Malaysia 100% 100% 100%
Electronics manufacturing, cable
(Malaysia) Sdn.  assemblies and PCB
Bhd. assemblies and

manufacture of fixed
and handheld barcode
readers and its related
sub-assembly

Pan International Manufacturing and Thailand 100% 100% 100%
Electronics providing of cable and
(Thailand) Co.,  wireharness to
Ltd* computer,

communication and
consumer electronic
industry

Pan-International Manufacture of cables Malaysia 100% 100% 100%
Wire & Cable and wires for electronic
(Malaysia) Sdn.  devices and cable
Bhd. moulding compounds
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19.

Indirect Place of Proportion of
subsidiaries Principal activities  incorporation ownership interest
December December January 1,
31,2012 31,2011 2011

Pan-International Marketing and trading of ~ Singapore 100% 100% 100%
Corporation (S)  electronic and

Pte. Ltd.* telecommunication
components and
equipment
PIE Enterprise ~ Trading of peripheral Malaysia 100% 100% 100%

(M) Sdn. Bhd. products of computer,
telecommunication,
consumer electronics
and cable assembly
products

P.LLW. Enterprise Trading of raw cable and Malaysia 100% 100% 100%
(Malaysia) Sdn.  wire and cable
Bhd. assembly products.
However, in 2004, the
company ceased its
trading activities and is
presently inactive

* Audited by other auditors

INVESTMENT IN JOINTLY CONTROLLED ENTITY

The Group The Company
December December Januaryl, December December January 1,
31, 2012 31, 2011 2011 31, 2012 31,2011 2011
RM RM RM RM RM RM

Unquoted shares,

at cost - 25,000 25,000 - 25,000 25,000
Group’s sharc of

post-acquisition

reserve - 99,883 346,982 - - -

- 124,883 371,982 - 25,000 25,000

The Company holds 49% (December 31, 2011: 50%; January 1, 2011: 50%) equity interest in
a jointly controlled entity, Infra-Info Telecommunications Sdn. Bhd., a company incorporated
in Malaysia. The jointly controlled entity is principally engaged in the provision of wireless
broadband services and sale of related telecommunication products.

On September 30, 2012, Infra-Info Telecommunications Sdn. Bhd. increased its issued and
paid-up share capital from 600,000 ordinary shares of RM1 each to 612,245 ordinary shares
of RM1 each. The Company did not subscribe for the additional shares issued by Infra-Info
Telecommunications Sdn. Bhd.. Accordingly, the Group™s and the Company’s equity interests
in Infra-Info Telecommunications Sdn. Bhd. diluted to 49%, and Infra-Info
Telecommunications Sdn. Bhd. became an associate to the Group.
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20.

The Group’s aggregate sharc of non-current assets, current assets, current liabilities, income
and expenses of the jointly controlled entity was as follows:

The Group
December 31, December 31, January 1,
2012 2011 2011
RM RM RM
Assets and liabilities
Non-current assets - 73,273 125,557
Current assets - 59,236 373,841
Total assets - 132,509 499,398
Current liabilities - 7,626 127,416
The Group
2012 2011
RM RM
Results
Revenue - 4674
Other income - 1,343
Expenses - 253,116
INVESTMENT IN ASSOCIATE
The Group The Company
December December Januaryl, December December January 1,
31,2012 31, 2011 2011 31,2012 31,2011 2011
RM RM RM RM RM RM

Unquoted shares,

at cost 25,000 - - 25,000 - -
Group’s sharc of

post-acquisition

reserve 1,049 - - - - -

26,049 - - 25,000 - -

The Company holds 49% (December 31, 2011: 50%; January 1, 2011: 50%) equity interest in
an associate, Infra-Info Telecommunications Sdn. Bhd., a company incorporated in Malaysia.
The associate is principally engaged in the provision of wireless broadband services and sale
of related telecommunication products.
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21.

Summarised financial information in respect of the Group's associate is set out below.

Total assets
Total liabilities

Net assets

Group’s sharc of nct asscts of associatc

Total revenue
Total loss for the year
Group’s share of loss of associate

DEFERRED TAX ASSETS/ (LIABILITIES)

The Group
December 31, 2012:

Deferred tax assets
Inventories

Unused tax losses
Receivables

Others

Deferred tax liabilities
Property, plant and equipment
Others

Net

The Group
December 31, December 31, January 1,
2012 2011 2011
RM RM RM
56,662 - -
(3,500) - -
53,162 - -
26,049 - -
The Group
2012 2011
RM RM
1,710 -
208,848 -
24,317 -
Opening Recognised in Closing
balance profit or loss balance
RM RM RM
3,023,000 (1,026,000) 1,997,000
50,000 309,000 359,000
- 18,000 18,000
2,012,000 (362,000) 1,650,000
5,085,000 (1,061,000) 4,024,000
(4,579,485) (786,438) (5,365,923)
(88,000) 88,000 -
(4,667,485) (698,438) (5,365,923)
417,515 (1,759,438) (1,341,923)
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Opening Recognised in Closing
balance profit or loss balance
RM RM RM
December 31, 2011:
Deferred tax assets
Inventories 3,120,000 (97,000) 3,023,000
Unabsorbed tax losses - 50,000 50,000
Others 726,000 1,286,000 2,012,000
3,846,000 1,239,000 5,085,000
Deferred tax liabilities
Property, plant and equipment (3,772,048) (807,437) (4,579,485)
Others (12,000) (76,000) (88,000)
(3,784,048) (883,437) (4,667,485)
Net 61,952 355,563 417,515
The Company
December 31, 2012:
Deferred tax assets
Unused tax losses 50,000 309,000 359,000
Others 400,000 23,000 423,000
450,000 332,000 782,000
December 31, 2011:
Deferred tax assets
Unused tax losses - 50,000 50,000
Others - 400,000 400,000
- 450,000 450,000

Deferred tax balances are presented in the statements of financial position after appropriate

offsetting as follows:

The Group The Company
December December Januaryl, December December January 1,
31, 2012 31, 2011 2011 31, 2012 31,2011 2011
RM RM RM RM RM RM
Deferred tax
assets 922,000 1,003,475 304,000 782,000 450,000 -
Deferred tax
liabilities (2,263,923) (585,960) (242,048) - -
(1,341,923) 417,515 61,952 782,000 450,000 -
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22.

The Company’s deferred tax assets as of December 31, 2012 arose mainly from operational
losses suffered in current year. The utilisation of these deferred tax assets is dependent on
future taxable profit in excess of the profit arising from the reversal of existing deductible
temporary diffcrences. The evidence used to support this rccognition is the management’s
three-years plan, which shows that it is probable that these deferred tax assets would be
realised in future years.

As mentioned in Note 3, the tax effects of deductible temporary differences, unused tax losses
and unused tax credits which would give rise to deferred tax assets are generally recognised to
the extent that it is probable that future taxable profits will be available against which the
deductible temporary differences, unused tax losses and unused tax credits can be utilised. As
of December 31, 2012, deferred tax assets have not been recognised in respect of the
following gross amounts of temporary differences:

The Group The Company
December December Januaryl, December December January 1,
31,2012 31,2011 2011 31,2012 31,2011 2011
RM RM RM RM RM RM
Unused tax losses 885,460 670,279 2,294,000 - - 1,706,000
Temporary
differences
arising from:
Inventories 43,000 60,000 66,000 - - -
Receivables - 213,000 213,000 - - -
Others - 324 676,070 - - 672,000
928,460 943,603 3,249,070 - - 2,378,000
INVENTORIES
The Group
December 31, December 31, January 1,
2012 2011 2011
RM RM RM
Raw materials 18,191,218 19,505,798 12,409,085
Work-in-progress 11,697,252 11,069,550 9,704,905
Finished goods 5,432,084 11,758,192 4,261,159
Goods-in-transit 1,636,259 148,560 698,273
36,956,813 42,482,100 27,073,422

The cost of inventories recognised as an expense by the Group during the financial year is
RM304,789,372 (2011: RM300,980,013).
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23. TRADE AND OTHER RECEIVABLES

The Group The Company
December  December  January1l, December  December  January 1,
31, 2012 31, 2011 2011 31,2012 31, 2011 2011
RM RM RM RM RM RM

Trade receivables 96,968,491 105,743,047 72,596,377 - - -
Less: Allowance
for doubtful
debts (1,211,007)  (2,215,422) (1,276,279) - - -

95,757,484 103,527,625 71,320,098 - - -

Amount owing by

ultimate holding

company - 1,738 879 - - -
Amount owing by

subsidiaries - - - 67,355,000 81,047,000 90,460,000
Amount owing by

jointly controlled

entity - - 125,000 - - 125,000
Other receivables 246,775 400,666 99,588 166 2,722 516

96,004,259 103,930,029 71,545,565 67,355,166 81,049,722 90,585,516

The currency exposure profile of trade and other receivables is as follows:

The Group The Company
December  December  January1l, December  December  January 1,
31, 2012 31, 2011 2011 31,2012 31, 2011 2011
RM RM RM RM RM RM
United States
Dollar 79,737,087 84,726,864 56,129,572 - - -
Ringgit Malaysia 7,849,092 9,331,657 7,958,649 67,355,166 81,049,722 90,585,516
Euro 6,616,002 8,703,078 4,498,364 - - -
Thai Baht 1,410,506 1,034,797 985,784 - - -
Singapore Dollar 391,572 133,633 1,973,196 - - -

96,004,259 103,930,029 71,545,565 67,355,166 81,049,722 90,585,516

Trade receivables disclosed above are classified as loans and receivables and are therefore
measured at amortised cost.

The average credit periods granted to trade receivables on sale of goods range from 30 to 120
days (December 31, 2011: 30 to 90 days; January 1, 2011: 30 to 90 days). No interest is
charged on trade receivables outstanding balance. Allowance for doubtful debts are
recognised against trade receivables over credit period based on estimated irrecoverable
amounts determined by reference to past default experience of the counterparty and an
analysis of the counterparty’s current financial position,

Trade receivables disclosed above include amounts (see below for aged analysis) that are past
due at the end of the reporting period but against which the Group has not recognised an
allowance for doubtful receivables because there has not been a significant change in credit
quality and the amounts are still considered recoverable. The Group does not hold any
collateral or other credit enhancements over these balances nor does it have a legal right of
offset against any amounts owed by the Group to the counterparty.
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Ageing of past due but not impaired trade receivables:

The Group
December 31, December 31, January 1,
2012 2011 2011
RM RM RM
1 to 30 days 7,945,353 5,657,597 -
31 to 60 days 206,487 4,757,999 16,581,921
61 to 90 days - 1,111,401 813,259
More than 120 days - - 16,751
Total 8,151,840 11,526,997 17,411,931

Trade receivables that are neither past due nor impaired are creditworthy debtors with good
payment records with the Group.

Movement in the allowance for doubtful debts is as follows:

The Group
December 31, December 31,

2012 2011

RM RM
Balance at beginning of the year 2,215,422 1,276,279
Impairment loss recognised during the year - 1,090,774
Impairment loss reversed during the year (528,655) (138,817)
Amount written off during the year as uncollectible (473,539) -
Effect of foreign currency exchange differences (2,221) (12,814)
Balance at end of the year 1,211,007 2,215,422

In determining the recoverability of a trade receivable, the Group considers any change in the
credit quality of the trade receivable from the date credit was initially granted up to the end of
the reporting period.

The allowance for doubtful debts on trade receivables are made for individually impaired

receivables, relating to entities that are in significant financial difficulties and have defaulted
on payments. The Group does not hold any collateral over these balances.
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Ageing of impaired trade receivables:

The Group
December 31, December 31, January 1,
2012 2011 2011
RM RM RM
1 to 30 days - 12,895 -
31 to 60 days 434,271 - 245,432
61 to 90 days 388,259 288,576 261,780
91 to 120 days 236,297 180,575 37,644
More than 120 days 152,180 1,733,376 731,423
Total 1,211,007 2,215,422 1,276,279

The amount owing by ultimate holding company arose mainly from trade transactions. The
average credit period granted to ultimate holding company was 90 days (December 31, 2011:
90 days; January 1, 2011: 90 days). No interest was charged on amount owing by ultimate
holding company.

The amount owing by subsidiaries are as follows:

The Company
December 31, December 31, January 1,
2012 2011 2011
RM RM RM
Pan-International Electronics (Malaysia)
Sdn. Bhd. 67,295,000 71,795,000 73,028,000
Pan-International Wire & Cable
(Malaysia) Sdn. Bhd. 60,000 9,252,000 17,432,000

67,355,000 81,047,000 90,460,000

The amount owing by Pan-International Electronics (Malaysia) Sdn. Bhd. arose mainly from
management fee receivable and unsecured advances which are interest free and repayable on
demand. The amount owing by Pan-International Wire & Cable (Malaysia) Sdn. Bhd. as of
December 31, 2012 comprises management fee receivable, and the amount owing by Pan-
International Wire & Cable (Malaysia) Sdn. Bhd. as of December 31, 2011 and January 1,
2011 arose mainly from unsecured advances which are interest free and repayable on demand.

The amount owing by jointly controlled entity, Infra-Info Telecommunications Sdn. Bhd.
arose mainly from unsecured advances which were interest free and repayable on demand.
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24. OTHER FINANCIAL ASSETS

The Group The Company
December December Januaryl, December December January 1,
31,2012 31, 2011 2011 31,2012 31,2011 2011
RM RM RM RM RM RM
Financial assets
carried at fair
value through
profit or loss:
Investment in
Islamic cash
fund 525,013 509,302 - 525,013 509,302 -
Derivative
financial
instrument:
Foreign
currency
forward
contracts - - 200,300 - - -
525,013 509,302 200,300 525,013 509,302 -

The Group used foreign currency forward contracts to manage some of the transaction
exposure. These contracts were not designated as cash flow or fair value hedges and were
entered into for periods consistent with currency transaction exposure and fair value changes
exposure. Such derivatives did not qualify for hedge accounting.

Foreign currency forward contracts were used to hedge the Group®s exposure to foreign
exchange risk. Foreign currency forward contracts were measured using quoted forward
exchange rates and yield curves derived from swap points matching maturities of the

contracts.

25. OTHER ASSETS

The Group The Company
December December Januaryl, December December January 1,
31, 2012 31, 2011 2011 31, 2012 31,2011 2011
RM RM RM RM RM RM
Deposits 185,912 154,452 1,036,353 2,000 2,000 2,000
Prepayments 1,681,359 1,027,031 1,064,497 13,844 13,844 16,076
1,867,271 1,181,483 2,100,850 15,844 15,844 18,076
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26.

27.

SHORT-TERM DEPOSITS WITH LICENSED BANKS

The currency exposure profile of short-term deposits with licensed banks is as follows:

The Group The Company
December December Januaryl, December December January 1,
31, 2012 31,2011 2011 31, 2012 31,2011 2011
RM RM RM RM RM RM

Ringgit Malaysia 30,284,811 55,410,345 23,119,531 101,061 6,721,028 1,451,000
United States

Dollar 24,795,000 1,732,500 29,035,850 - - -
Thai Baht 24,075,571 28,638,288 23,039,603 - - -

79,155,382 85,781,133 75,194,984 101,061 6,721,028 1,451,000

The short-term deposits of the Group carry interests at rates ranging from 0.15% to 3.7%
(December 31, 2011: 0.18% to 3.5%; January 1, 2011: 0.2% to 2.85%) per annum and will
mature within January 2013 to November 2013. The short-term deposits of the Company
carry interests at rates of 3.1% and 3.15% (December 31, 2012: 2.5% to 3.1%; January 1,
2011: 2.45% to 2.85%) per annum and will mature in January 2013 and July 2013.

CASH AND BANK BALANCES

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

The Group The Company
December December Januaryl, December December January 1,
31,2012 31,2011 2011 31,2012 31,2011 2011
RM RM RM RM RM RM
United States
Dollar 11,554,508 10,145,412 15,309,263 - - -
Ringgit Malaysia 3,682,087 3,434,807 4,742,775 40,151 78,526 25,548
Thai Baht 3,188,796 4,060,768 7,527,589 - - -
Japanese Yen 443,639 155,446 10,200 - - -
Singapore Dollar 361,362 86,502 222,398 - - -
Euro 34,355 408,621 163,861 - - -
Pound Sterling 681 1,697 2,028 - - -
19,265,428 18,293,253 27,978,114 40,151 78,526 25,548

As of December 31, 2012, certain bank balances of the Group with a total carrying value of
RM35,964 (December 31, 2011: RM36,036; January 1, 2011: RM57,288) are pledged as
guarantee for the issuance of letter of guarantee by a bank for a foreign subsidiary’s
installation of electrical transformer and guarantee for the performance.
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28.

29.

SHARE CAPITAL

The Company
December 31, December 31, January 1,
2012 2011 2011
RM RM RM
Authorised:
100,000,000 shares of RM1 each 100,000,000 100,000,000 100,000,000
Issued and fully paid:
64,007,000 ordinary shares of RM1
each 64,007,000 64,007,000 64,007,000

At an Annual General Meeting held on May 18, 2012, the Company’s sharcholders approved
the Company’s plan to repurchasc its own shares. Under the share buy-back exercise, the
Company is authorised to purchase up to maximum of 10% of the total issued and paid-up
share capital. The share buy-back exercise is undertaken to enhance the value of the Company
and is applied in the best interests of the Company and its shareholders.

During the financial year ended December 31, 2011, the Company repurchased 600 of its
issued and fully paid-up ordinary shares from the open market. The average price paid for the
shares repurchased was approximately RM3.97 per ordinary share. The repurchase
transactions were financed by internally generated funds. The shares repurchased are being
held as treasury shares in accordance with the requirement of Section 67A of the Companies
Act, 1965. The Company has the right to reissue these shares at a later date. As treasury
shares, the rights attached as to voting, dividends and participation in other distribution are
suspended.

As of December 31, 2012, out of the total 64,007,000 (December 31, 2011: 64,007,000;
January 1, 2011: 64,007,000) issued and paid-up share capital, 27,300 (December 31, 2011:
27,300; January 1, 2011: 26,700) are held as treasury shares. Hence, the number of
outstanding ordinary shares in issue and fully paid-up is 63,979,700 (December 31, 2011:
63,979,700; January 1, 2011: 63,980,300) ordinary shares of RM1 each.

RESERVES
The Group The Company
December December Januaryl, December December January 1,
31,2012 31, 2011 2011 31,2012 31,2011 2011
RM RM RM RM RM RM
Non-

distributable:

Share premium 18,993,049 18,993,049 18,993,049 18,993,049 18,993,049 18,993,049

Foreign
currency
translation
reserve 509,010 620,949 1,398,846

Merger reserve - - - 16,408,221 16,408,221 16,408,221

19,502,059 19,613,998 20,391,895 35,401,270 35,401,270 35,401,270
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30.

The share premium arose from the issue of shares at premium and sale of treasury shares, net
of share issue expenses.

The movement in foreign currency translation reserve is as follows:

The Group
December 31, December 31,
2012 2011
RM RM
Balance at beginning of the year 620,949 1,398,846
Exchange differences arising on translating the net
assets of foreign operations (111,939) (777,897)
Balance at end of the year 509,010 620,949

Exchange differences relating to the translation of the net assets of the Group's foreign
operations from their functional currencies to the Group’s presentation currency (Ringgit
Malaysia) are recognised directly in other comprehensive income and accumulated in the
foreign currency translation reserve.

The merger reserve represents the difference between the cost of investments in subsidiaries
and the nominal value of shares issued as consideration plus cash consideration.

RETAINED EARNINGS

In accordance with the Finance Act 2007, the single tier income tax system became effective
from the year of assessment 2008. Under this system, tax on a company’s profit is a final tax,
and dividends paid are exempted from tax in the hands of the shareholders. Unlike the
previous full imputation system, the recipient of the dividend would no longer be able to
claim any tax credit.

Companies with Section 108 tax credit are given an irrevocable option to disregard the tax
credit or to continue to utilise such tax credits until the tax credits are fully utilised or upon
the expiry of the 6 years transitional period on December 31, 2013, whichever is earlier.
During the transitional period, the Section 108 tax credit will be reduced by any tax credits
utilised and any tax paid will not be added to this account.

As of the reporting date, the Company has not elected for the irrevocable option to disregard
the Section 108 tax credits. Accordingly, the Company has Section 108 tax credit and the
balance in the tax exempt account to frank dividends of approximately RM39,293,000 out of
its retained earnings, a distributable reserve.
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31. TRADE AND OTHER PAYABLES

Trade payables

Amount owing to
ultimate holding
company

Amount owing to a
director

Other payables

Accrued expenses

United States Dollar

Ringgit Malaysia
Euro

Thai Baht
Japanese Yen
Singapore Dollar
Pound Sterling

The Group The Company
December December Januaryl, December December Januaryl,
31, 2012 31, 2011 2011 31, 2012 31, 2011 2011
RM RM RM RM RM RM
32,020,799 36,874,277 27,881,025 - - -
47,640 5,280 11,501 - - -

- - 152 - - 152
10,306,294 7,924,838 2,112,050 - - -
16,624,304 17,092,649 13,582,885 2,962,212 3,189,688 2,460,007
58,999,037 61,897,044 43,587,613 2,962,212 3,189,688 2,460,159

The currency exposure profile of trade and other payables is as follows:
The Group The Company
December December Januaryl, December December Januaryl,
31, 2012 31, 2011 2011 31, 2012 31, 2011 2011
RM RM RM RM RM RM
33,388,273 34,085,894 17,129,834 - - -
20,573,636 24,552,730 20,599,838 2,962,212 3,189,688 2,460,159
2,708,824 526,365 2,348,826 - - -
2,114535 2,476,822 3,153,577 - - -
139,906 125,142 230,903 - - -
72,754 129,135 121,491 - - -

1,109 956 3,144 - - -

58,999,037 61,897,044 43,587,613 2,962,212 3,189,688 2,460,159

Included in trade payables as of December 31, 2012 is an amount of RM1,413,921 (December
31, 2011: RM809,952; January 1, 2011: RM14,962) owing to Hon Hai Precision Industries

Co. Ltd., a shareholder of the Company’s ultimate holding company.

Trade payables comprise amounts outstanding for trade purchases. The credit periods granted
to the Group for trade purchases range from 10 to 90 days (December 31, 2011: 10 to 90
days; January 1, 2011: 10 to 90 days). No interest is charged on trade payables outstanding
balance. The Group has financial risk management policies in place to ensure that all payables
are paid within the pre-agreed credit terms.

The amount owing to ultimate holding company arose mainly from trade transactions. The
credit period granted to the Group for trade transactions with ultimate holding company is 120
days (December 31, 2011: 30 days; January 1, 2011: 30 days). No interest is charged on
amount owing to ultimate holding company.

The amount owing to a director, Mr. Cheung Ho Leung represents director’s remuneration

payable.
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32.

Included in other payables of the Group as of December 31, 2012 is an amount of RM212,324
(December 31, 2011: Nil; January 1, 2011: Nil) owing to Foxconn Precision Electronics
(Langfang) Co., Ltd., a subsidiary of Hon Hai Precision Industries Co. Ltd., a shareholder of
thc Company’s ultimatc holding company. This amount comprise amount payable for
purchase of machinery.

The other amounts of other payables comprise mainly amounts outstanding for ongoing costs.

BORROWING
The Group
December 31, December 31, January 1,
2012 2011 2011
RM RM RM
Unsecured:
Foreign currency trade loans - 20,477,306 -

The foreign currency trade loans as of December 31, 2011 were denominated in United States
Dollar and bear interests at rates of 0.4% and 0.5% per annum above the lending banks® cost
of funds. The effective interest rates per annum of foreign currency trade loans as of
December 31, 2011 ranged from 1.47% to 1.9%.

The foreign currency trade loans as of December 31, 2011 were repayable within January
2012 to March 2012.

As of December 31, 2012, the Group has unused bank overdrafts and other credit facilities as
follows:

The Group
December 31, December 31, January 1,
2012 2011 2011
RM RM RM
Secured 999,000 1,001,000 1,023,000
Unsecured 51,680,500 16,193,970 18,650,000
52,679,500 17,194,970 19,673,000

The unused bank overdrafts and other credit facilities bear interests at rates ranging from
0.5% to 1% (December 31, 2011: 0.5% to 1%; January 1, 2011: 0.4% to 1.5%) per annum
above the lending banks’ base lending rates and a fixed rate of 7.38% (December 31, 2011:
7.5%; January 1, 2011: 6.63%) per annum.

The secured unused credit facilitics arc sccured by a charge over a subsidiary’s frechold land,
buildings and investment properties. The unsecured unused credit facilities are guaranteed by
the Company for RM60,543,000 (December 31, 2011: RM47,308,000; January 1, 2011:
RM40,950,000).
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33. DIVIDENDS

The Group and the Company
2012 2011
RM RM

Declared in respect of financial year ended
December 31, 2010:
Special dividend of 23 sen gross per ordinary share,
less tax - 11,036,602
First and final dividend of 12 sen gross per ordinary
share, less tax - 5,758,227
Declared in respect of financial year ended
December 31, 2011:
Special dividend of 27 sen gross per ordinary share,
less tax 12,955,889 -
First and final dividend of 12 sen gross per ordinary
share, less tax 5,758,173 -

18,714,062 16,794,829

34. CASH AND CASH EQUIVALENTS

Cash and cash equivalents at end of year comprise the following:

The Group The Company
December  December  January1l, December  December  January 1,
31, 2012 31, 2011 2011 31,2012 31, 2011 2011
RM RM RM RM RM RM
Short-term deposits
with licensed
banks 79,155,382 85,781,133 75,194,984 101,061 6,721,028 1,451,000
Cash and bank
balances 19,265,428 18,293,253 27,978,114 40,151 78,526 25,548
98,420,810 104,074,386 103,173,098 141,212 6,799,554 1,476,548
Less: Bank
balances pledged
as security (35,964) (36,036) (57,288) - - -

08,384,846 104,038,350 103,115,810 141,212 6,799,554 1,476,548

35. FINANCIAL INSTRUMENTS
a Capital risk management

The Group’s objectives when managing capital are to safcguard the Group’s ability to
continue as a going concern and to maintain an optimal capital structure so as to
maximise shareholder value. In order to maintain or achieve an optimal capital
structure, the Group may adjust the amount of dividend payment and buy back issued
shares. Management monitors capital based on ability of the Group to generate
sustainable profits and availability of retained earnings for dividend payments to
sharcholders. The Group’s overall strategy remains unchanged from 2011.
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Under the requirement of Bursa Malaysia Practice Note No. 17/2005, the Company is
required to maintain a consolidated shareholders' equity equal to or not less than the
25 percent of the issued and paid-up capital (excluding treasury shares) and such
sharcholders” equity is not less than RM40 million. The Company has complied with
this requirement.

b. Financial risk management objectives

The operations of the Group are subject to a variety of financial risks, including
market risk, foreign currency risk, credit risk, interest rate risk, liquidity risk and cash
flow risk. The Group has formulated a financial risk management framework whose
principal objective is to minimise the Group’s exposure to risks and/ or costs
associated with the financing, investing and operating activities of the Group.

Various risk management policies are made and approved by the Board for
observation in the day-to-day operations for the controlling and management of the
risks associated with financial instruments.

The Group seeks to minimise the effects of these risks by using derivative financial
instruments to hedge risk exposures. The use of financial derivatives is governed by
the Group’s policies approved by the board of directors. The Group does not enter
into or trade financial instruments, including derivative financial instruments, for
speculative purposes.

i. Market risk management

The Group has in place policies to manage the Group’s exposures to
fluctuation in the prices of the raw materials used in the operations.

There has been no change to the Group’s exposure to market risks or the
manner in which these risks are managed and measured.

ii. Foreign currency risk management

The Group undertakes transactions denominated in foreign currencies;
consequently, exposures to exchange rate fluctuations arise. Exchange rate
exposures are managed within approved policy parameters utilising forward
foreign exchange contracts.

The Group's activities expose it primarily to the financial risks of changes in
foreign currency exchange rates. The Group enters into derivative financial
instruments to manage its exposure to foreign currency risk, including
forward foreign exchange contracts to hedge the exchange rate risk arising on
foreign currency sales.
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The carrying amounts of the Group’s forcign currency denominated monetary
assets and monetary liabilities at the end of the reporting period are as

follows:

The Group
December 31, December 31, January 1,

2012 2011 2011

RM RM RM
Assets
United States Dollar 116,086,595 96,604,776 100,474,685
Thai Baht 28,674,873 33,733,853 31,552,976
Euro 6,650,357 9,111,699 4,662,225
Singapore Dollar 752,934 220,135 2,195,594
Japanese Yen 443,639 155,446 10,200
Pound Sterling 681 1,697 2,028
Liabilities
United States Dollar 33,388,273 54,563,200 17,129,834
Euro 2,708,824 526,365 2,348,826
Thai Baht 2,114,535 2,476,822 3,153,577
Japanese Yen 139,906 125,142 230,903
Singapore Dollar 72,754 129,135 121,491
Pound Sterling 1,109 956 3,144

The following table details the Group’s sensitivity to a 10% (December 31,
2011: 10%; January 1, 2011: 10%) increase and decrease in the RM against
the relevant foreign currencies. 10% (December 31, 2011: 10%; January 1,
2011: 10%) is the sensitivity rate used when reporting foreign currency risk
internally to kev management personnel and represents management’s
assessment of the reasonably possible change in foreign exchange rates. The
sensitivity analysis includes only outstanding foreign currency denominated
monetary items and adjusts their translation at the period end for a 10%
change in foreign currency rates. A positive number below indicates an
increase in profit where the RM weakens 10% (December 31, 2011: 10%;
January 1, 2011: 10%) against the relevant currency. For a 10% strengthening
of the RM against the relevant currency, there would be a comparable impact
on the profit, and the balances below would be negative.

The Group
December 31, December 31, January 1,

2012 2011 2011

RM RM RM
Impact on profit or loss:
United States Dollar 8,269,832 4,204,158 8,334,485
Thai Baht 2,656,034 3,125,703 2,839,940
Euro 394,153 858,533 231,340
Singapore Dollar 68,018 9,100 207,410
Japanese Yen 30,373 3,030 (22,070)
Pound Sterling (43) 74 (112)
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Credit risk management

Credit risk refers to the risk that a counterparty will default on its contractual
obligations resulting in financial loss to the Group. The Group has adopted a
policy of only dealing with creditworthy counterparties, as a means of
mitigating the risk of financial loss from defaults. The Group uses its own
trading records to rate its major customers. The Group's c¢xposurc and the
credit ratings of its counterparties are continuously monitored and the
aggregate value of transactions concluded is spread amongst approved
counterparties.

Trade receivables consist of a large number of customers, spread across
diverse industries and geographical areas. Ongoing credit evaluation is
performed on the financial condition of accounts receivable.

At the reporting date, approximately 51% (December 31, 2011: 62%; January
1, 2011: 51%) of the Group's trade receivables were due from a major
customer and its related companies, and approximately 11% (December 31,
2011: 9%; January 1, 2011: 8%) of the Group’s trade receivables were due
from another major customer and its related companies. Apart from these two
major customers and its related companies, the Group does not have
significant credit risk exposure to any single counterparty or any group of
counterparties having similar characteristics. The Group defines
counterparties as having similar characteristics if they are related entities.
Concentration of credit risk to any other counterparty did not exceed 11%
(December 31, 2011: 9%; January 1, 2011: 8%) of gross trade receivables at
the end of reporting date.

The credit risk on liquid funds and derivative financial instruments is limited
because the counterparties are reputable banks.

The carrying amounts of financial assets recognised in the financial
statements, which is net of impairment losses, represents the Group’s
maximum exposure to credit risk.

Interest rate risk management

The Group’s exposure to changes in interest rates relates primarily to the
Group's short-term deposits with licensed banks. It has no significant
interest-bearing financial assets or liabilities other than the short-term
deposits.

No sensitivity analysis prepared as the Group does not expect any material
effect on the Group’s profit or loss arising from the effects of reasonably
possible changes to interest rates on interest bearing financial instruments at
the end of reporting period.
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V.

Vi.

Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the board of
directors, which has established an appropriate liquidity risk management
framework for the management of the Group’s funding and liquidity
management requirements. The Group manages liquidity risk by maintaining
adequate reserves, banking facilities and reserve borrowing facilities, by
continuously monitoring forecast and actual cash flows, and by matching the
maturity profiles of financial assets and liabilities. Note 32 sets out details of
additional undrawn facilities that the Group has at its disposal to further
reduce liquidity risk.

The following table details the Group’s remaining contractual maturity for its
non-derivative financial liabilities with agreed repayment periods. The table
has been drawn up based on the undiscounted cash flows of financial
liabilities based on the earliest date of which the Group can be required to
pay. The table includes both interest and principal cash flows. To the extent
that interest flows are floating rate, the undiscounted amount is derived from
interest rate curves at the end of the reporting period. The contractual
maturity is based on the earliest date on which the Group may be required to

pay.

The Group
December 31, December 31, January 1,
2012 2011 2011
RM RM RM

Foreign currency trade
loans:
Not later than one year - 20,477,306 -

Details of undrawn financing facilities that the Company has at its disposal to
further reduce liquidity risk are set out in Note 32.

Further details of derivative financial instruments are disclosed in Note 24,
including foreign currency forward contracts.

Cash flow risk management
The Group reviews its cash flow position regularly to manage its exposures to

fluctuations in future cash flows associated with its monetary financial
instruments.

C. Forward foreign currency contracts

It is the policy of the Group to enter into forward foreign exchange contracts to cover
specific foreign currency payments and receipts. The Group also enters into forward
foreign exchange contracts to manage the risk associated with anticipated sales and
purchase transactions. Basis adjustments are made to the carrying amounts of non-
financial hedged items when the anticipated sale or purchase transaction takes place.
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The following table details the foreign currency forward contracts outstanding as at
the end of the reporting date:

The Group
Average
exchange Foreign Contract Fair
Outstanding contract rate currency value value gain
USD RM RM
January 1, 2011:
Sell USD
Less than 3 months 3.17 - 3.22 1,700,000 5,411,500 200,300
d. Fair value of financial assets and liabilities

The fair value of financial assets carried at fair value through profit or loss is set out
in Note 24.

The directors consider that the carrying amounts of financial assets and financial
liabilities recognised at amortised cost in the financial statements approximate their
fair values.

Valuation techniques and assumptions applied for the purpose of
measuring fair value

The fair value of derivative instrument was calculated using quoted prices.
Where such prices are not available, a discounted cash flow analysis is
performed using the applicable yield curve for the duration of the instruments
for non-optional derivatives, and option pricing models for optional
derivatives. Foreign currency forward contracts are measured using quoted
forward exchange rates and yield curves derived from quoted interest rates
matching maturities of the contracts. Interest rate swaps are measured at the
present value of future cash flows estimated and discounted based on the
applicable yield curves derived from quoted interest rates.

Fair value measurements recognised in the statements of financial
position

The following table provides an analysis of financial instruments that are
measured subsequent to initial recognition at fair value, grouped into Levels 1
to 3 based on the degree to which the fair value is observable.

€] Level 1 fair value measurements are those derived from quoted prices
(unadjusted) in active markets for identical assets or liabilities;

(b) Level 2 fair value measurements are those derived from inputs other
than quoted prices included within Level 1 that are observable for the
asset or liability, either directly (i.e. as prices) or indirectly (i.e.
derived from prices); and
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(c) Level 3 fair value measurements are those derived from valuation
techniques that include inputs for the asset or liability that are not
based on observable market data (unobservable inputs).

The Group

Level 1 Level 2 Level 3 Total
RM RM RM RM

January 1, 2011:

Financial assets at fair
value through profit
or loss:
Derivative financial
assets - 200,300 - 200,300

There was no transfer between Levels 1 and 2 in the period.

The fair value of contingent liability in respect of corporate guarantees given by the
Company to local banks for credit facilities granted to certain subsidiaries as of
December 31, 2011 was Nil, as the directors of the Company consider that the
probability of the subsidiaries to default in repayments of the credit facilities was
unlikely.

36. RELATED PARTY TRANSACTIONS

Significant transactions between the Group and the Company with related parties during the
financial year were as follows:

The Group The Company
2012 2011 2012 2011
RM RM RM RM

With ultimate holding
company:
Purchase of raw materials 64,344 22,119 - -
Inspection fee paid 5,145 4,809 - -
Sale of finished goods 1,327 3,040 - -
With subsidiaries:
Pan-International
Electronics (Malaysia)
Sdn. Bhd.
Management fee received - - 1,740,000 1,740,000
Pan-International Wire &
Cable (Malaysia) Sdn.
Bhd.
Management fee received - - 720,000 720,000
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37.

The Group The Company
2012 2011 2012 2011
RM RM RM RM

With jointly controlled
entity:
Infra-Info
Telecommunications Sdn.
Bhd.
Telecommunication fee
paid - 8,796 - -
With other related parties:
Hon Hai Precision Industries
Co. Ltd.@
Purchase of raw materials 12,303,636 1,726,812 - -
Foxconn Precision
Electronics (Langfang)

Co., Ltd. ®
Purchase of machinery 212,324 - - -
@ A shareholder of the Company’s ultimate holding company.
® A subsidiary of Hon Hai Precision Industries Co. Ltd., a shareholder of the

Company’s ultimate holding company.
OPERATING LEASE ARRANGEMENTS

The Group has entered into operating lease agreements to lease out its investment properties.
The future minimum lease payments receivable under operating lease of the Group’s
investment properties contracted for as of the end of the reporting period but not recognised
as receivables, are as follows:

The Group

December 31, December 31, January 1,

2012 2011 2011

RM RM RM
Not later than one year 505,784 1,339,164 1,599,468

Later than one year and not later than five

years 161,838 668,378 1,759,662
667,622 2,007,542 3,359,130

75



Company No.: 424086 X

38.

39.

40.

The Group has entered into operating lease agreements for the use of premises and office
equipment. The future aggregate minimum lease payments under operating leases contracted
for as of the end of the reporting period but not recognised as liabilities are as follows:

The Group

December 31, December 31, January 1,

2012 2011 2011

RM RM RM
Not later than one year 137,910 97,720 112,290

Later than one year and not later than five

years 31,240 29,930 44,150
169,150 127,650 156,440

CAPITAL COMMITMENTS

As of December 31, 2012, the Group has the following commitments in respect of capital
expenditure on property, plant and equipment:

The Group
December 31, December 31, January 1,
2012 2011 2011
RM RM RM
Approved but not contracted for 2,214,139 - 5,372,240
CONTINGENT LIABILITIES
The Company
December 31, December 31, January 1,
2012 2011 2011
RM RM RM
Unsecured:
Corporate guarantees given by the
Company to local banks for credit
facilities granted to a subsidiary - 20,477,306 -

EXPLANATION ON TRANSITION TO MFRSs

This is the first year that the Group’s and the Company’s financial statements are prepared
and presented in accordance with MFRSs. The last financial statements under FRSs were for
the year ended December 31, 2011 and the date of transition to MFRSs was therefore, January
1, 2011.

An opening statement of financial position as at the date of transition has been prepared based

on the accounting policies as described in Note 3. The transition to MFRSs has been
accounted for in accordance with MFRS 1, as disclosed in Note 2.
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The disclosures set out below explain how the transition from FRSs to MFRSs have affected
the financial position, financial performance and cash flows of the Group. The changes in
accounting policies as a consequence of transition to MFRSs are as described in the notes
following the aforementioned disclosures. The transition to MFRSs does not have any impact
on the reported financial position, financial performance and cash flows of the Company.

a.

Effect of MFRSs adoption for the statement of financial position

As of January 1, 2011

The Group

Assets

Non-current assets

Property, plant and equipment

Investment properties

Prepaid lease payments on
leasehold land

Goodwill

Investment in jointly controlled
entity

Deferred tax assets

Total non-current assets

Current assets

Inventories

Trade and other receivables

Other financial assets

Current tax assets

Other assets

Short-term deposits with licensed
banks

Cash and bank balances

Total current assets

Total assets

Opening

MFRSs
Effect of statement of

transition to financial

FRSs MFRSs position

RM RM RM

32,624,919 - 32,624,919
27,442,310 - 27,442,310
12,743,872 (5,817,271) 6,926,601
1,721,665 - 1,721,665
371,982 - 371,982
2,598,000 (2,294,000) 304,000
77,502,748 (8,111,271) 69,391,477
27,073,422 - 27,073,422
71,545,565 - 71,545,565
200,300 - 200,300
937,429 - 937,429
2,100,850 - 2,100,850
75,194,984 - 75,194,984
27,978,114 - 27,978,114
205,030,664 - 205,030,664
282,533,412 (8,111,271) 274,422 141
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Equity and liabilities

Capital and reserves
Share capital
Treasury shares
Reserves

Retained earnings

Total equity attributable to

owners of the Company

Non-current liabilities
Deferred tax liabilities

Current liabilities

Trade and other payables
Current tax liabilities

Total current liabilities
Total liabilities

Total equity and liabilities
As of December 31, 2011

The Group

Assets

Non-current assets

Property, plant and equipment

Investment properties

Prepaid lease payments on
leasehold land

Goodwill

Investment in jointly controlled

entity
Deferred tax assets

Total non-current assets

Opening
MFRSs
Effect of statement of
transition to financial
FRSs MFRSs position
RM RM RM
64,007,000 - 64,007,000
(99,051) - (99,051)
33,381,921 (12,990,026) 20,391,895
136,196,121 8,968,659 145,164,780
233,485,991 (4,021,367) 229,464,624
4,331,952 (4,089,904) 242,048
43,587,613 - 43,587,613
1,127,856 - 1,127,856
44 715,469 - 44 715,469
49,047,421 (4,089,904) 44 957 517
282,533,412 (8,111,271) 274,422,141
Effect of
transition to
FRSs MFRSs MFRSs
RM RM RM
46,049,399 - 46,049,399
27,335,559 - 27,335,559
12,413,217 (5,659,033) 6,754,184
1,721,665 - 1,721,665
124,883 - 124,883
2,859,000 (1,855,525) 1,003,475
90,503,723 (7,514,558) 82,989,165
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Current assets

Inventories

Trade and other receivables
Other financial assets
Current tax assets

Other assets

Short-term deposits with licensed

banks
Cash and bank balances

Total current assets
Total assets
Equity and liabilities

Capital and reserves
Share capital
Treasury shares
Reserves

Retained earnings

Total equity attributable to
owners of the Company

Non-current liabilities
Deferred tax liabilities

Current liabilities
Trade and other payables
Borrowing

Current tax liabilities

Total current liabilities
Total liabilities

Total equity and liabilities

Effect of
transition to
FRSs MFRSs MFRSs
RM RM RM
42,482,100 - 42,482,100
103,930,029 - 103,930,029
509,302 - 509,302
1,163,610 - 1,163,610
1,181,483 - 1,181,483
85,781,133 - 85,781,133
18,293,253 - 18,293,253
253,340,910 - 253,340,910
343,844,633 (7,514,558) 336,330,075
64,007,000 - 64,007,000
(101,433) - (101,433)
32,210,539 (12,596,541) 19,613,998
157,871,272 8,697,541 166,568,813
253,987,378 (3,899,000) 250,088,378
4,201,518 (3,615,558) 585,960
61,897,044 - 61,897,044
20,477,306 - 20,477,306
3,281,387 - 3,281,387
85,655,737 - 85,655,737
89,857,255 (3,615,558) 86,241,697
343,844,633 (7,514,558) 336,330,075

79



Company No.: 424086 X

b.

Reconciliation of retained earnings

The Group
As at December
31, 2011 (end of
As at January the last period
1, 2011 (date of presented
transition) under FRSs)
RM RM
Total retained earnings under FRSs 136,196,121 157,871,272
Restatement of prepaid lease payments on
leasehold land to historical cost in
accordance with MFRS 117 (5,817,271) (5,659,033)
Tax effect of restatement of prepaid lease
payments on leasehold land to historical
cost 1,427,973 1,391,374
(4,389,298) (4,267,659)
Transfer of properties revaluation reserve as
of date of transition/ end of the last period
presented under FRSs 12,990,026 12,596,541
Reversal of deferred tax liabilities on fair
value adjustments of investment properties
presumed to be recovered through sale in
accordance with MFRS 112 367,931 368,659
Total retained earnings under MFRSs 145,164,780 166,568,813
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C. Effect of MFRSs adoption for the statement of comprehensive income for the
year ended December 31, 2011

The Group
Effect of
transition to
FRSs MFRSs MFRSs
RM RM RM

Revenue 349,649,703 - 349,649,703
Investment revenue 4,000,872 - 4,000,872
Other gains and losses 5,724,215 - 5,724,215
Other income 6,988,811 - 6,988,811
Changes in inventories of finished

goods and work-in-progress 8,846,011 - 8,846,011
Purchase of trading goods (3,567,074) - (3,567,074)
Raw materials consumed (263,974,717) - (263,974,717)
Employee benefits expense (33,591,763) - (33,591,763)
Depreciation and amortisation

expenses (5,490,180) 158,238 (5,331,942)
Finance cost (51,513) - (51,513)
Other expenses (21,261,263) - (21,261,263)
Share of loss of jointly controlled

entity (247,099) - (247,099)
Profit before tax 47,026,003 158,238 47,184,241
Tax expense (8,949,508) (35,871) (8,985,379)
Profit for the year 38,076,495 122,367 38,198,862
Other comprehensive income
Exchange differences on

translating foreign operations (777,897) - (777,897)
Total comprehensive income

for the year 37,298,598 122,367 37,420,965
Earnings per share:

Basic (sen per share) 60 - 60
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d.

Effect of MFRSs adoption for the statement of cash flows for the year ended

December 31, 2011

The Group

Cash flows from operating activities

Profit for the year

Tax expense recognised in profit or
loss

Depreciation and amortisation of
non-current assets

Impairment loss recognised on trade

receivables

Share of loss of jointly controlled
entity

Loss on fair value adjustments of
investment properties

Finance cost recognised in profit or
loss

Property, plant and equipment written

off

Unrealised gain on foreign exchange

Interest income recognised in profit
or loss

Reversal of inventories written down
Reversal of impairment loss on trade

receivables

Gain on disposal of property, plant
and equipment

Investment income earned on

financial asset at fair value through

profit or loss
Fair value gain on financial asset at
fair value through profit or loss

Movements in working capital:

Increase in inventories

Increase in trade and other
receivables

Decrease in other financial assets

Decrease in other assets

Increase in trade and other payables

Cash generated from operations
Income taxes refunded
Income taxes paid

Net cash generated by operating
activities
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Effect of
transition to
FRSs MFRSs MFRSs
RM RM RM
38,076,495 122,367 38,198,862
8,949,508 35,871 8,985,379
5,490,180 (158,238) 5,331,942
1,090,774 - 1,090,774
247,099 - 247,099
63,106 - 63,106
51,513 - 51,513
377 - 377
(2,029,572) - (2,029,572)
(1,502,799) - (1,502,799)
(518,148) - (518,148)
(138,817) - (138,817)
(118,754) - (118,754)
(8,716) - (8,716)
(568) - (568)
49,651,678 - 49,651,678
(14,945,942) - (14,945,942)
(31,509,616) - (31,509,616)
200,300 - 200,300
916,763 - 916,763
18,316,867 - 18,316,867
22,630,050 - 22,630,050
699,351 - 699,351
(8,104,474) - (8,104,474)
15,224,927 - 15,224,927
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FRSs
RM
Cash flows from investing activities
Interest received 1,502,133
Proceeds from disposal of property,
plant and equipment 126,768
Repayment by jointly controlled entity 125,000

Payments for property, plant and
equipment

Payment to acquire financial asset at
fair value through profit or loss

(18,625,406)

(500,018)

Effect of
transition to
MFRSs
RM

MFRSs
RM
1,502,133

126,768
125,000

(18,625,406)

(500,018)

Net cash used in investing activities (17,371,523)

(17,371,523)

Cash flows from financing activities

Increase in short-term borrowing

Short-term deposit released as security

Dividends paid to owners of the
Company

20,477,306
19,960

(16,794,829)

20,477,306
19,960

(16,794,829)

Interest paid (51,513) - (51,513)
Payments for buy-back of shares (2,382) - (2,382)
Net cash generated by financing

activities 3,648,542 - 3,648,542
Net increase in cash and cash

equivalents 1,501,946 - 1,501,946
Cash and cash equivalents at the

beginning of the year 103,115,810 - 103,115,810
Effects of exchange rates changes on

the balances of cash held in foreign

currencies (579,406) - (579,406)
Cash and cash equivalents at the

end of the year 104,038,350 - 104,038,350

Notes to the reconciliations

Property, plant and equipment

Under FRSs, the Group measured its freehold land, buildings and leasehold flats at
valuation. The last valuation was carried out on November 30, 2010.
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Upon transition to MFRSs, the Group had decided to measure the freehold land,
buildings and leasehold flats using the cost model under MFRS 116 Property, Plant
and Equipment. Thus, at the date of transition to MFRSs, the optional exemption in
MFRS 1 was applied to regard the revalued amounts of the revalued properties in
December 31, 2010 as deemed cost under MFRSs as this revalued amounts was
broadly comparable to fair value at that date. The revaluation surplus of
RM12,990,026 as at January 1, 2011 was transferred to retained earnings, with the
corresponding deferred tax liabilities being reclassified and presented as temporary
difference arising in respect of property, plant and equipment.

The aggregate fair value of the revalued properties of the Group as of January 1, 2011
was determined to be RM24,477,825 compared to the then carrying amount of
RM24,477,825 under FRSs.

Investment properties

Under MFRS 112 Income Taxes, investment properties that are measured using the
fair value model in accordance with MFRS 140 Investment Property, are presumed to
be recovered entirely through sale for the purposes of measuring deferred tax unless
the presumption is rebutted.

The Group’s investment properties are measured using the fair value model. Upon
transition to MFRSs, the directors reviewed the Group’s investment property
portfolios and concluded that none of the Group’s investment properties are held
under a business model whose objective is to consume substantially all of the
economic benefits embodied in the investment properties over time, rather than
through sale. Therefore, the directors have determined that the presumption set out in
MFRS 112 is not rebutted. Accordingly, the Group has not recognised any deferred
taxes on changes in fair value of investment properties as the Group will not incur
any tax consequences on disposal of its investment properties.

In contrast, under FRSs, the Group recognised deferred taxes on changes in fair value
of investment properties using the applicable tax rate based on the manner in which
the carrying amounts are expected to be recovered. The change in accounting policy
has been applied retrospectively, resulting in the Group’s deferred tax liabilities being
decreased by RM367,931 as at January 1, 2011 with the corresponding adjustment
being recognised in retained earnings. Similarly, the deferred tax liabilities have been
decreased by RM368,659 as at December 31, 2011.

Prepaid lease payments on leasehold land

Under FRSs, the Group measured certain of its prepaid lease payments on leasehold
land in accordance with the transitional provision in FRS 117 Leases. The transitional
provision allowed the Group to carry the previously revalued leasehold land at the
unamortised revalued amount when the Group first applied FRS 117 in 2006. The
transitional provision is not available under MFRS 117.

Upon transition to MFRSs, the revalued prepaid lease payments on leasehold land
was restated to its original cost.
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Deferred tax liabilities

The impact upon transition to MFRSs as described above have resulted in the
following changes to the deferred tax liabilities:

The Group

As at December
31, 2011 (end of

As at January the last period

1, 2011 (date of presented
transition) under FRSSs)
RM RM

Restatement of prepaid lease payments on

leasehold land to historical cost 1,427,973 1,391,374
Reversal of deferred tax liabilities on fair

value adjustments of investment properties

presumed to be recovered through sale in

accordance with MFRS 112 367,931 368,659
Decrease in net deferred tax liabilities 1,795,904 1,760,033

The impact arising upon transition to MFRSs is summarised as follows:

The Group
Effect of
transition to
FRSs MFRSs MFRSs
RM RM RM

As of January 1, 2011:
Property, plant and equipment 32,624,919 - 32,624,919
Investment properties 27,442,310 - 27,442,310
Prepaid lease payment on

leasehold land 12,743,872 (5,817,271) 6,926,601
Deferred tax assets 2,598,000 (2,294,000) 304,000
Properties revaluation reserve 12,990,026 (12,990,026) -
Retained earnings 136,196,121 8,968,659 145,164,780
Deferred tax liabilities 4,331,952 (4,089,904) 242,048
As of December 31, 2011:
Property, plant and equipment 46,049,399 - 46,049,399
Investment properties 27,335,559 - 27,335,559
Prepaid lease payments on

leasehold land 12,413,217 (5,659,033) 6,754,184
Deferred tax assets 2,859,000 (1,855,525) 1,003,475
Properties revaluation reserve 12,596,541 (12,596,541) -
Retained earnings 157,871,272 8,697,541 166,568,813
Deferred tax liabilities 4,201,518 (3,615,558) 585,960
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Effect of
transition to
FRSs MFRSs MFRSs
RM RM RM
For the year ended December
31, 2011:
Depreciation and amortisation
expenses 5,490,180 (158,238) 5,331,942
Income tax expense 8,949,508 35,871 8,985,379
Net profit for the year 38,076,495 122,367 38,198,862
Cost of sales 301,122,426 (142,413) 300,980,013

41. SEGMENT INFORMATION
Product and services from which reportable segments derive their revenue.

Information reported to the chief operating decision maker for the purposes of resource
allocation and assessment of segment performance focuses on types of goods or services
delivered or provided. The Group’s reportable segments under MFRS 8 Operating Segments
are therefore as follows:

a. manufacturing of industrial products (includes cables and wires for electronic
devices, cable moulding compounds and PCB assemblies, cable and wireharness to
computer, communication, consumer electronic industry and cable assemblies);

b. trading of electrical products (includes peripheral products of computers,
telecommunication, consumer electronics and cable assembly products); and
C. investment holdings.

Segment revenue and results

The following is an analysis of the Group’s revenue and results by reportable segments:

The Group
Manufacturing Trading of
of industrial electrical  Investment
products products holdings  Eliminations Consolidated
RM RM RM RM RM

2012:
Revenue
External sales 343,755,499 5,045,165 15,393 - 348,816,057
Inter-segment revenue 5,010,054 1,666,611 2,460,000 (9,136,665) -
Total revenue 348,765,553 6,711,776 2,475,393 (9,136,665) 348,816,057
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Manufacturing Trading of
of industrial electrical  Investment

products products holdings  Eliminations Consolidated
RM RM RM RM RM

Results
Segment profit/ (loss) 34,960,159 (610) (1,479,360) 121,746 33,601,935
Investment revenue 3,750,016
Other gains and losses 7,156,907
Finance cost (189,756)
Share of loss of jointly

controlled entity (79,611)
Share of loss of

associate g24,3172
Profit before tax 44 215,174
Tax expense g9,865,4732
Profit for the year 34,349,701
2011:
Revenue
External revenue 347,308,757 2,332,230 8,716 - 349,649,703
Inter-segment revenue 2,223,385 1,318,569 21,070,000 (24,611,954) -
Total revenue 349,532,142 3,650,799 21,078,716  (24,611,954) 349,649,703
Results
Segment profit/ (loss) 39,201,967 (6,997) 16,953,355  (18,390,559) 37,757,766
Investment revenue 4,000,872
Other gains and losses 5,724,215
Finance cost (51,513)
Share of loss of jointly

controlled entity (247,099)
Profit before tax 47,184,241
Tax expense g8,985,3792
Profit for the year 38,198,862

The accounting policies of the reportable segments are the same as the Group’s accounting
policies described in Note 3. Segment profit/ loss represents the profit earned/ loss suffered by
each segment without investment revenue, other gains and losses, finance cost and income tax
expense. This is the measure reported to the chief operating decision maker for the purposes
of resource allocation and assessment of segment performance.
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Segment assets and liabilities
The Group

Manufacturing Trading of
of industrial electrical Investment

products products holdings Eliminations Consolidated
RM RM RM RM RM

December 31, 2012:
Assets
Segment assets 212,928,257 5,499,044 56,161 1,372,739 219,856,201
Income producing

assets 106,466,920
Investment in associate 26,049
Income tax assets 2,090,147
Other financial assets 525,013
Consolidated total

assets 328,964,330
Liabilities
Segment liabilities 55,970,405 66,420 2,962,212 - 58,999,037
Income tax liabilities 4,353,215
Consolidated total

liabilities 63,352,252
December 31, 2011:
Assets
Segment assets 217,159,987 1,777,292 97,092 1,377,742 220,412,113
Income producing

assets 113,116,692
Investment in jointly

controlled entity 124,883
Income tax assets 2,167,085
Other financial assets 509,302
Consolidated total

assets 336,330,075
Liabilities
Segment liabilities 58,562,007 145,349 3,189,688 - 61,897,044
Borrowing 20,477,306
Income tax liabilities 3,867,347
Consolidated total

liabilities 86,241,697
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Manufacturing Trading of
of industrial electrical Investment

products products holdings Eliminations Consolidated
RM RM RM RM RM

January 1, 2011:
Assets
Segment assets 164,473,046 4,008,483 169,140 1,320,467 169,971,136
Income producing

assets 102,637,294
Investment in jointly

controlled entity 371,982
Income tax assets 1,241,429
Other financial assets 200,300
Consolidated total

assets 274,422,141
Liabilities
Segment liabilities 41,095,432 32,022 2,460,159 - 43,587,613
Income tax liabilities 1,369,904
Consolidated total

liabilities 44 957,517

For the purposes of monitoring segment performance and allocating resources between
segments:

a. all assets are allocated to reportable segments other than investment properties,
investment in jointly controlled entity, investment in associate, short-term deposits,
current and deferred tax assets, and other financial assets. Goodwill is allocated to
reportable segments; and

b. all liabilities are allocated to reportable segments other than borrowing and current
and deferred tax liabilities.
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Other segment information

The Group

2012:

Other information
Additions to non-
current assets
Interest revenue
Interest expense
Depreciation and
amortisation expenses
Non-cash expenses
other than
depreciation and
amortisation

2011:

Other information
Additions to non-
current assets
Interest revenue
Interest expense
Depreciation and
amortisation expenses
Non-cash expenses
other than
depreciation and
amortisation

Manufacturing Trading of

of industrial  electrical Investment

products products holdings Eliminations Consolidated

RM RM RM RM RM
17,950,869 - - - 17,950,869
1,785,201 - - - 1,785,201
189,756 - - - 189,756
6,712,130 - - 1,368 6,713,498
171,387 - - 20,102 191,489
18,625,406 - - - 18,625,406
1,502,799 - - - 1,502,799
51,513 - - - 51,513
5,354,167 - - (22,225) 5,331,942
1,091,151 - - 63,106 1,154,257

Revenue from major products and services

Analysis of revenue from major products and services was not disclosed due to it is not

practical to analyse these information without incurring excessive cost.

Geographical information

The Group operates in three principal geographical areas, Malaysia, Thailand and Singapore.
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The Group's revenue from external customers attributed to countries of domicile of the
Company and its subsidiaries are detailed below:

The Group
2012 2011
RM RM
Malaysia 321,076,871 321,071,423
Thailand 22,694,021 26,246,050
Singapore 5,045,165 2,332,230
348,816,057 349,649,703

The Group’s revenue from external customers attributed to countries from which the
Company and its subsidiaries derive revenue are detailed below:

The Group

2012 2011

RM RM
Malaysia 85,369,381 59,420,512
Other Asia Pacific countries 119,751,767 64,876,508
Europe 83,010,539 139,376,988
United States of America 60,684,370 85,975,695
348,816,057 349,649,703

Information about the Group’s non-current assets by locations are detailed below:

The Group
December 31, December 31, January 1,
2012 2011 2011
RM RM RM
Malaysia 86,987,956 76,919,673 63,383,593
Thailand 4,364,347 3,219,469 3,610,237

91,352,303 80,139,142 66,993,830

Non-current assets exclude goodwill, deferred tax assets and financial instruments.
Information about major customers
Included in revenue of the Group are revenue of RM130,360,367 (2011: RM164,348,604)

and RM45,067,515 (2011: RM44,217,095) which arose from salcs to the Group’s first and
second largest customers respectively.
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42. SUPPLEMENTARY INFORMATION - DISCLOSURE ON REALISED AND
UNREALISED PROFITS/ LOSSES

On March 25, 2010, Bursa Malaysia Securities Berhad issued a directive to all listed issuers
pursuant to Paragraphs 2.06 and 2.23 of the Bursa Securities Main Market Listing
Requirements. The directive requires all listed issuers to disclose the breakdown of the
unappropriated profits or accumulated losses as of the end of the reporting period into realised
and unrealised profits or losses.

On December 20, 2010, Bursa Malaysia Securities Berhad further issued guidance on the
disclosure and the prescribed format required.

The breakdown of the retained earnings of the Group and of the Company as of December 31,
2012 into realised and unrealised amounts, pursuant to the directive, is as follows:

The Group The Company
December  December  January1l, December  December  January 1,
31, 2012 31, 2011 2011 31,2012 31, 2011 2011
RM RM RM RM RM RM
Total retained
earnings of the
Company and
its subsidiaries
Realised 207,492,438 138,786,034 168,662,049 46,840,886 66,949,158 70,628,567
Unrealised 16,851,976 19,658,028 18,169,502 782,886 450,568 -

224,344,414 158,444,062 186,831,551 47,623,772 67,399,726 70,628,567

Total share of
retained
earnings of
jointly
controlled
entity
Realised - 99,883 346,982 - - -
Unrealised - - - - - -

- 99,883 346,982 - - -

Total share of
retained
earnings of
associate
Realised 1,049 - - - - -
Unrealised - - - - - -

1,049 - - - - -

Less:
Consolidation
adjustments (42,141,011) 8,024,868 (42,013,753) - - -

Total retained
earnings as per
statements of
financial
position 182,204,452 166,568,813 145,164,780 47,623,772 67,399,726 70,628,567
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The determination of realised and unrealised profits or losses is based on Guidance of Special
Matter No. 1 “Determination of Realised and Unrealised Profits or Losses in the Context of
Disclosure Pursuant to Bursa Securities Listing Requirements™ as issued by the Malaysian
Institute of Accountants on December 20, 2010. A charge or a credit to the profit or loss of a
legal entity is deemed realised when it is resulted from the consumption of resource of all
types and form, regardless of whether it is consumed in the ordinary course of business or
otherwise. A resource may be consumed through sale or use. Where a credit or a charge to the
profit or loss upon initial recognition or subsequent measurement of an asset or a liability is
not attributed to consumption of resource, such credit or charge should not be deemed as
realised until the consumption of resource could be demonstrated.

The supplementary information have been made solely for complying with the disclosure

requirements stipulated in the directive of Bursa Malaysia Securities Berhad and is not made
for any other purposes.
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P.LE. INDUSTRIAL BERHAD
(Incorporated in Malaysia)

STATEMENT BY DIRECTORS

The directors of P.LE. INDUSTRIAT, BERHAD state that, in their opinion, the accompanying
financial statemcnts are drawn up in accordance with Malaysian Financial Reporting Standards,
International Financial Reporting Standards and the provisions of the Companies Act, 1965 in
Malaysia so as to give a true and fair view of the financial position of the Group and of the Company
as of December 31, 2012 and of the financial performance and the cash flows of the Group and of the
Company for the year ended on that date.

The supplementary information set out in Note 42, which is not part of the financial statements, is
prepared in all material rcspects, in accordance with Guidance on Special Matter No. 1 “Determination
of Realised and Unrealised Profits or Losses in the Context of Disclosure Pursuant to Bursa Malaysia
Securitics Berhad Listing Requircments™ as issued by the Malaysian Institute of Accountants and the
directive of Bursa Malaysia Securities Berhad.

Signed in accordance with
a resolution of the Directors,

LGN N

MUI CHUNG MENG CHEN, CIITH-WEN

Penang,

March 25, 2013

DECLARATION BY THE DIRECTOR PRIMARILY RESPONSIBLE FOR
THE FINANCIAL MANAGEMENT OF THE COMPANY

I, CHEN, CHIH-WEN, the director primarily responsible for the financial management of P.LE,
INDUSTRIAL BERHAD, do solemnly and sincerely declare that the accompanying financial
statements are, in my vpinion, correct and 1 make this solemn declaration conscicntiously believing the
same to be true, and by virtue of the provisions of the Stalutory Declarations Act, 1960.

Subscribed  and  solemnly declared by

the abovenamed CHEN, CHIH-WEN at

GEORGETOWN in the State of PENANG

on March 25, 2013

DATO' DR. SELVARAICC SO ERULANDY Degs, ). Soc.l E‘f&l |
BES, K, FPA, PES, 26, PJY PHCB.SH (HONS) AMITE (UK DBA [ENG) L 2. AW CIL (Ll 1
U 2aei; MANDARIN COMMISSIONERS FOR OATHS P9 MALAT SIA

5. LEBUH UNION
94 10200 PENANG, M'SIA
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