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Directors’ report

Principal activities

Results

RM

Loss net of tax 6,869,583      

Dividends

The directors do not recommend any payment of dividend in respect of the current financial year.

Directors

Subramaniam Neelakantan

Mohd Ali bin Ayub

Rajeev Mahendra Pandia (appointed on 18 November 2015)

Manikala Ramulu (appointed on 10 April 2016)

Nambirajan Narayanan (resigned on 29 July 2015)

Parekh Nareshkumar Khimchand (resigned on 14 April 2016)

The directors hereby submit their report together with the audited financial statements of the

Company for the financial year ended 31 March 2016.

There were no material transfers to or from reserves or provisions during the financial year other

than as disclosed in the financial statements.

In the opinion of the directors, the results of the operations of the Company during the financial

year were not substantially affected by any item, transaction or event of a material and unusual

nature. 

The names of the directors of the Company in office since the date of the last report and at the

date of this report are:

The principal activities of the Company are manufacturing and trading of petro-chemical products.

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

year.
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Directors’ benefits

Directors’ interest

Other statutory information 

(a)

(i)

(ii)

(b)

(i)

(ii)

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

render:

Since the end of the previous financial year, no director has received or become entitled to receive

a benefit (other than benefits included in the aggregate amount of emoluments received or due

and receivable by the directors or the fixed salary of a full-time employee of the Company as

shown in Note 9 to the financial statements) by reason of a contract made by the Company or a

related corporation with any director or with a firm of which the director is a member, or with a

company in which the director has a substantial financial interest. 

Neither at the end of the financial year, nor at any time during that year, did there subsist any

arrangement to which the Company was a party, whereby the directors might acquire benefits by

means of the acquisition of shares in or debentures of the Company or any other body corporate.

Before the statement of profit or loss and other comprehensive income and statement of

financial position 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 provision for doubtful debts and satisfied themselves that there were

no known bad debts and that no provision for doubtful debts was necessary; and

the values attributed to the current assets in the financial statements of the Company

misleading.

to ensure that any current assets which were unlikely to realise their value as shown in

the accounting records in the ordinary course of business had been written down to an

amount which they might be expected so to realise.

it necessary to write off any bad debts or to make any provision for doubtful debts in

respect of the financial statements of the Company; and

None of the directors in office at the end of the financial year had any interest in shares in the

Company or its related corporations during the financial year.
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Other statutory information (cont'd.)

(c)

(d)

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

(i)

(ii)

(f) In the opinion of the directors:

(i)

(ii)

At the date of this report, the directors are not aware of any circumstances which have arisen

which would render adherence to the existing method of valuation of assets or liabilities of the

Company misleading or inappropriate.

any charge on the assets of the Company which has arisen since the end of the financial

year which secures the liabilities of any other person; or

no contingent or other liability has become enforceable or is likely to become enforceable

within the period of twelve months after the end of the financial year which will or may

affect the ability of the Company to meet its obligations when they fall due; and

any contingent liability of the Company which has arisen since the end of the financial

year.

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

with in this report or the financial statements of the Company which would render any amount

stated in the financial statements misleading.

no item, transaction or event of a material and unusual nature has arisen in the interval

between the end of the financial year and the date of this report which is likely to affect

substantially the results of the operations of the Company for the financial year in which

this report is made.
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Auditors

The auditors, Ernst &Young, have expressed their willingne
ss to continue in office.

Signed on behalf of the Board in accordance with a resolu
tion of the directors dated 24 April 2016.

Manikala Ramulu Mo i bin Ayub
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Statement by directors

Pursuant to Section 169 (15)
 of the Companies Act 1965

We, Manikala Ramulu and Moh
d Ali bin Ayub, being two of the 

directors of Optimistic Organic

Sdn. Bhd., do hereby state t
hat, in the opinion of the directo

rs, the accompanying financial

statements set out on pages
 8 to 43 are drawn up in accor

dance with Malaysian Financial

Reporting Standards, Internatio
nal Financial Reporting Standar

ds and the requirements of the

Companies Act 1965 in Malays
ia so as to give a true and fair vi

ew of the financial position of the

Company as at 31 March 201
6 and of its financial performance

 and cash flows for the year then

ended.

Signed on behalf of the Board i
n accordance with a resolution of

 the directors dated 24 April 2016
.

'-`

Manikala Ramulu

f

Mohd Ayub

Statutory declaration

Pursuant to Section 169 (16)
 of the Companies Act 1965

I, Nallagatla Mallikharjuna Rao (
Passport no. J2812909), being th

e officer primarily responsible for

the financial management of Op
timistic Organic Sdn. Bhd., do sol

emnly and sincerely declare tha
t

the accompanying financial sta
tements set out on pages 8 to 4

3 are in my opinion correct, and

make this solemn declaration c
onscientiously believing the sam

e to be true and by virtue of the

provisions of the Statutory Decl
arations Act 1960.

Subscribed and solemnly decla
red by

the above named Nallagatla M
allikharj na Rao

at Kemaman in the state of 
t~ ~.~~~Il~~~~~~

Terengganu Darul Iman 
Nallagatla Mallikharjuna Rao

on 24 April 2016 
(Passport no. J2812909)

Before me, Igo j : TO?o

BIN Z~i~!~L
' ! ,k
~Q

,, t 5 /

~~'~I ~~`~~~

No.R03-I..I,~LA?~ ABD(1L RAFfivtAN,

24000 KL-:MAMAN. 1'ERF.N(;GANI~
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Statement of profit or loss and other comprehensive income

For the financial year ended 31 March 2016

2016 2015

Note RM RM

Restated

Revenue 4 116,580,338 98,462,914       

Cost of sales (98,382,903) (90,895,495)      

Gross profit 18,197,435 7,567,419         

Other income 5 130,172 222,964            

Other items of expense

   Selling and marketing expenses (10,892,620) (5,746,133)        

   Administrative expenses (4,863,440) (4,269,202)        

   Finance costs 6 (3,395,349) (2,885,620)        

   Other expenses (5,330,133) (7,580,780)        

Loss before taxation 7 (6,153,935) (12,691,352)      

Income tax expense 10 (715,648) (815,313)           

Loss net of tax, representing 

total comprehensive loss for the year (6,869,583) (13,506,665)      

The accompanying accounting policies and explanatory information form an integral part of the

financial statements.
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      Optimistic Organic Sdn. Bhd.

      (Incorporated in Malaysia)

Statement of financial position

As at 31 March 2016

2016 2015

Note RM RM

Assets

Non-current asset

Property, plant and equipment 11 107,912,942 109,702,700 

Current assets

Inventories 12 14,829,189 16,292,855    

Trade and other receivables 13 17,017,583 12,204,923    

Prepayments 481,971 483,527         

Cash and bank balances 14 1,490,264 1,276,291      

33,819,007 30,257,596    

Total assets 141,731,949 139,960,296 

Equity and liabilities

Current liabilities

Trade and other payables 16 33,419,162 30,686,457    

Tax payables 27,865 -                     

Borrowings 17 23,476,877 14,786,033    

56,923,904 45,472,490    

Net current liabilities (23,104,897) (15,214,894)  

Non-current liabilities

Borrowings 17 52,405,310 55,903,234    

Deferred tax liabilities 18 5,502,857 4,815,111      

57,908,167 60,718,345    

Total liabilities 114,832,071 106,190,835 

Net assets 26,899,878 33,769,461    

Equity attributable to owner

of the Company

Share capital 15 10,000,000 10,000,000    

Retained earnings 19 16,899,878 23,769,461    

Total equity 26,899,878 33,769,461    

Total equity and liabilities 141,731,949 139,960,296 

The accompanying accounting policies and explanatory information form an integral part of the

financial statements.
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Statement of changes in equity

For the financial year ended 31 March 2016

Non-

distributable Distributable

Total Share Retained

equity capital earnings

(Note 15) (Note 19)

RM RM RM

Opening balance at 1 April 2015 33,769,461    10,000,000    23,769,461    

Total comprehensive loss for the year (6,869,583)     -                    (6,869,583)     

Closing balance at 31 March 2016 26,899,878    10,000,000    16,899,878    

Opening balance at 1 April 2014 47,276,126    10,000,000    37,276,126    

Total comprehensive loss for the year (13,506,665)   -                    (13,506,665)   

Closing balance at 31 March 2015 33,769,461    10,000,000    23,769,461    

The accompanying accounting policies and explanatory information form an integral part of the

financial statements.
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      Optimistic Organic Sdn. Bhd.
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Statement of cash flows

For the financial year ended 31 March 2016

2016 2015

Note RM RM

Restated

Operating activities

Loss before tax (6,153,935)    (12,691,352)    

Adjustments for:

Interest income 5 (111,457)       (146)               

Interest expense (excluding unrealised exchange 

loss regrouped under finance costs) 6 2,908,668     2,457,574       

Depreciation of property, plant and equipment 7 7,869,806     5,964,874       

Net unrealised foreign exchange loss (including 

amount regrouped under finance cost)   7 5,859,455     8,731,340       

Total adjustments 16,526,472   17,153,642     

Operating cash flows before changes in working capital 10,372,537   4,462,290       

Changes in working capital

Decrease/(increase) in inventories 1,463,666     (10,613,701)    

(Increase)/decrease in trade and other receivables (5,916,916)    12,917,558     

Decrease in prepayments 1,556            18,980            

Increase in trade and other payables 730,315        12,657,121     

Cash flows from operating activities 6,651,158     19,442,248     

Interest paid (1,820,661)    (1,611,327)     

Interest received 111,457        146                 

Income tax paid (37)                (1,409)            

Net cash flows from operating activities 4,941,917     17,829,658     

Investing activity

Placement on deposits with licensed bank (84,000)         -                     

Purchase of property, plant and equipment 11 (6,080,048)    (16,552,922)    

Net cash used in investing activity (6,164,048)    (16,552,922)    

11
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Statement of cash flows (cont'd.)

For the financial year ended 31 March 2016

2016 2015

Note RM RM

Financing activities

Repayments of borrowings (64,637,308)  (71,048,268)    

Drawdowns of borrowings 65,989,412   69,772,949     

Net cash flows from/(used in) financing activities 1,352,104     (1,275,319)     

Net increase in cash and cash equivalents 129,973        1,417              

Cash and cash equivalents at 1 April 76,291          74,874            

Cash and cash equivalents at 31 March 14 206,264        76,291            

The accompanying accounting policies and explanatory information form an integral part of the

financial statements.
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Notes to the financial statements

For the financial year ended 31 March 2016

1. Corporate information

2. Summary of significant accounting policies

2.1 Basis of preparation

The financial statements are presented in Ringgit Malaysia ("RM").   

2.2 Changes in accounting policies

The Company is a private limited liability company, incorporated and domiciled in Malaysia.

The registered office of the Company is located at Level 8 Symphony House, Pusat

Dagangan Dana 1, Jalan PJU 1A/46, 47301 Petaling Jaya, Selangor Darul Ehsan. The

principal place of business of the Company is located at Lot 3351, Teluk Kalong Industrial

Estate, 24007 Kemaman, Terengganu Darul Iman.

The holding and ultimate holding companies of the Company are Cheminvest Pte. Ltd., a

company incorporated in Singapore and Thirumalai Chemicals Ltd., a company incorporated

in India and listed on Bombay Stock Exchange ("BSE") and National Stock Exchange (NSE)

respectively.

The principal activities of the Company are the manufacturing and trading of petro-chemical

products. There have been no significant changes in the nature of the principal activities

during the financial year.

The financial statements of the Company have been prepared in accordance with

Malaysian Financial Reporting Standards (“MFRS”), International Financial Reporting

Standards (“IFRS”) and the requirements of the Companies Act 1965 in Malaysia.

On 1 January 2015, the Company adopted the following new and amended MFRS

mandatory for annual financial periods beginning on or after 1 January 2015.

The accounting policies adopted are consistent with those of the previous financial year

except as follows:

The financial statements of the Company are prepared under the historical cost

convention except as disclosed in this summary of significant accounting policies.
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2. Summary of significant accounting policies (cont'd.)

2.2 Changes in accounting policies (cont'd.)

Effective for annual 

periods beginning

Description  on or after

Amendments to MFRS 119: Defined Benefit Plans:

Employee Contributions

Annual Improvements to MFRSs 2010-2012 Cycle

Annual Improvements to MFRSs 2011-2013 Cycle

Descriptions

Annual Improvements to MFRS 2010–2012 Cycle

The Annual Improvements to MFRS 2010-2012 Cycle which include a number of

amendments to various MFRS, which are applicable to the Company, are summarised

below. The Directors of the Company do not anticipate that the application of these

amendments will have a significant impact on the Company’s financial statements.

Standards

MFRS 116

Property, Plant

and Equipment 

The amendments remove inconsistencies in the accounting for

accumulated depreciation or amortisation when an item of property,

plant and equipment or an intangible asset is revalued. The

amendments clarify that the gross carrying amount is adjusted in a

manner consistent with the revaluation of the carrying amount of

the asset and that accumulated depreciation/amortisation is the

difference between the gross carrying amount and the carrying

amount after taking into account accumulated impairment losses. 

MFRS 124

Related Party 

The amendments clarify that a management entity providing key

management personnel services to a reporting entity is a related

party of the reporting entity. The reporting entity should disclose as

related party transactions the amounts incurred for the service paid

or payable to the management entity for the provision of key

management personnel services. 

1 July 2014

1 July 2014

1 July 2014

The nature and impact of the new and amended MFRSs, which are applicable to the

Company, are described below:

14
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2. Summary of significant accounting policies (cont'd.)

2.2 Changes in accounting policies (cont'd.)

Annual Improvements to MFRS 2011–2013 Cycle

Descriptions

2.3 Standards issued but not yet effective 

Effective for annual 

periods beginning

Description  on or after

Annual Improvements to MFRSs 2012–2014 Cycle

Amendments to MFRS 116 and MFRS 138: Clarification of

Acceptable Methods of Depreciation and Amortisation

Amendments to MFRS 116 and MFRS 141: 

Agriculture: Bearer Plants

Amendments to MFRS 10 and MFRS 128: 

Sale or Contribution of Assets between an Investor

  and its Associate or Joint Venture

Amendments to MFRS 11: Accounting for Acquisitions 

of Interest in Joint Operations

Amendments to MFRS 127: Equity Method in Separate

Financial Statements

Amendments to MFRS 101: Disclosure Initiatives

Amendments to MFRS 10, MFRS 12 and MFRS 128:

Investment Entities: Applying the Consolidation

  Exception

MFRS 14 Regulatory Deferral Accounts

MFRS 15 Revenue from Contracts with Customers

MFRS 9 Financial Instruments

The Annual Improvements to MFRS 2011-2013 Cycle which include a number of

amendments to various MFRS, which are applicable to the Company, are summarised

below. The directors of the Company do not anticipate that the application of these

amendments will have a significant impact on the Company’s financial statements.

Standards

1 January 2016

1 January 2016

1 January 2016

1 January 2018

1 January 2018

The standards that are issued but not yet effective up to the date of issuance of the

Company’s financial statements are disclosed below. The Company intends to adopt

these standards, if applicable, when they become effective.  

1 January 2016

1 January 2016

1 January 2016

1 January 2016

MFRS 13 Fair

Value

Measurement

The amendments to MFRS 13 clarify that the portfolio exception in

MFRS 13 can be applied not only to financial assets and financial

liabilities, but also to other contracts within the scope of MFRS 9 (or

MFRS 139 as applicable). 

1 January 2016

Deferred
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2. Summary of significant accounting policies (cont'd.)

2.3 Standards issued but not yet effective (cont'd.)

Amendments to MFRS 101: Disclosure Initiatives

-

-

-

-

-

MFRS 15 Revenue from Contracts with Customers

The amendments are effective prospectively for annual periods beginning on or after 1

January 2016, with early adoption permitted. These amendments are not expected to

have any impact to the Company as the Company has not used a revenue-based

method to depreciate its non-current assets.

The core principle of MFRS 15 is that an entity should recognise revenue which depict

the transfer of promised goods or services to customers in an amount that reflects the

consideration to which the entity expects to be entitled to exchange for those goods or

services.

The directors expect that the adoption of the above amendments and standards will

have no material impact on the financial statements of the Company in the period of

initial application except as discussed below:

Notes structure

Disclosure of accounting 

Presentation of items of other comprehensive income arising from equity accounted

investments

The directors of the Company do not anticipate that the application of these

amendments will have a material impact on the Company’s financial statements. 

MFRS 15 establishes a new five-step models that will apply to revenue arising from

contracts with customers. MFRS 15 will supersede the current revenue recognition

guidance including MFRS 118 Revenue, MFRS 111 Construction Contracts and the

related interpretations when it becomes effective.

Amendments to MFRS 116 and MFRS 138: Clarification of Acceptable Methods of

Depreciation and Amortisation

The amendments clarify that revenue reflects a pattern of economic benefits that are

generated from operating a business (of which the asset is part) rather than the

economic benefits that are consumed through the use of an asset. As a result, a

revenue-based method cannot be used to depreciate property, plant and equipment and

may only be used in very limited circumstances to amortise intangible assets.

The amendments to MFRS 101 include narrow-focus improvements in the following five

areas:

Materiality

Disaggregation and subtotals
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2. Summary of significant accounting policies (cont'd.)

2.3 Standards issued but not yet effective (cont'd.)

MFRS 9 Financial Instruments

Descriptions

MFRS 15 Revenue from Contracts with Customers (cont'd.)

Under MFRS 15, an entity recognises revenue when (or as) a performance obligation is

satisfied, i.e when "control" of the goods or services underlying the particular

performance obligation is transferred to the customer.

Either a full or modified retrospective application is required for annual periods beginning

on or after 1 January 2018 with early adoption permitted. The Directors anticipate that

the application of MFRS 15 will have a material impact on the amounts reported and

disclosures made in the Company’s financial statements. The Company is currently

assessing the impact of MFRS 15 and plans to adopt the new standard on the required

effective date. 

In November 2014, MASB issued the final version of MFRS 9 Financial Instruments

which reflects all phases of the financial instruments project and replaces MFRS 139

Financial Instruments: Recognition and Measurement and all previous versions of MFRS

9. The standard introduces new requirements for classification and measurement,

impairment and hedge accounting. MFRS 9 is effective for annual periods beginning on

or after 1 January 2018, with early application permitted. Retrospective application is

required, but comparative information is not compulsory. the adoption of MFRS 9 will

have an effect on the classification and measurement of the Company's financial assets,

but no impact on the classification and measurement of the Company's financial

liabilities.

Annual Improvements to MFRSs 2012-2014 Cycle

The Annual Improvements to MFRSs 2012-2014 Cycle which include a number of

amendments to various MFRSs, which are applicable to the Company, are summarised

below. The directors of the Company do not anticipate that the application of these

amendments will have a significant impact on the Company's financial statements.

Standards

In addition, the amendment also clarifies that the disclosures in

respect of offsetting of financial assets and financial liabilities are

not required in the condensed interim financial report. 

MFRS 7 Financial

Instruments:

Disclosures

The amendment clarifies that a servicing contract that includes a

fee can constitute continuing involvement in a financial asset. An

entity must assess the nature of the fee and arrangement against

the guidance for continuing involvement in MFRS 7 in order to

assess whether the disclosures are required. 
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2. Summary of significant accounting policies (cont'd.)

2.4 Foreign currency 

(a) Functional and presentation currency

(b) Foreign currency transactions

2.5 Property, plant and equipment 

In preparing the financial statements of the Company, transactions in currencies

other than the Company’s functional currency (foreign currencies) are recorded in

the functional currencies using the exchange rates prevailing at the dates of the

transactions. At each balance sheet date, monetary items denominated in foreign

currencies are translated at the rates prevailing on the balance sheet date. Non-

monetary items carried at fair value that are denominated in foreign currencies are

translated at the rates prevailing on 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 translated.

All items of property, plant and equipment are initially recorded at cost. The cost of an

item of property, plant and equipment is recognised as an asset if, only if, it is probable

that future economic benefits associated with the item will flow to the Company and the

cost of the item can be measured reliably.

Subsequent to recognition, property, plant and equipment are measured at cost less

accumulated depreciation and accumulated impairment losses. When significant parts of

plant and equipment are required to be replaced in intervals, the Company recognises

such parts as individual assets with specific useful lives and depreciation, respectively.

Likewise, when a major inspection is performed, its cost is recognised in the carrying

amount of the plant and equipment as a replacement if the recognition criteria are

satisfied. All other repair and maintenance costs are recognised in profit or loss as

incurred. 


Leasehold land is depreciated over the period of the lease of 44 years. Work-in-progress

included in property, plant and equipment is not depreciated as this asset is not available

for use. 

The financial statements of the Company are measured using the currency of the

primary economic environment in which the entity operates ("the functional

currency"). The financial statements are presented in Ringgit Malaysia ("RM"),

which is also the Company’s functional currency.

Exchange differences arising on the settlement of monetary items, and on the

translation of monetary items, are included in profit or loss for the year. 

18
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2. Summary of significant accounting policies (cont'd.)

2.5 Property, plant and equipment (cont'd.)

Leasehold land 2%

Buildings 3%

Plant and machinery 5.88%

Office equipment 15%

Furniture and fittings 10%

2.6 Impairment of non-financial assets

In assessing value in use, the estimated future cash flows expected to be generated by

the asset are discounted to their present value using a pre-tax discount rate that reflects

current market assessments of the time value of money and the risks specific to the

asset. Where the carrying amount of an asset exceeds its recoverable amount, the

asset is written down to its recoverable amount. Impairment losses recognised in respect

of a CGU or groups of CGUs are allocated first to reduce the carrying amount of any

goodwill allocated to those units or groups of units and then, to reduce the carrying

amount of the other assets in the unit or groups of units on a pro-rata basis. Impairment

losses are recognised in profit or loss.

The Company assesses at each reporting date whether there is an indication that an

asset may be impaired. If any such indication exists, or when an annual impairment

assessment for an asset is required, the Company makes an estimate of the asset’s

recoverable amount. 

An asset’s recoverable amount is the higher of an asset’s fair value less costs to sell and

its value in use. For the purpose of assessing impairment, assets are grouped at the

lowest levels for which there are separately identifiable cash flows (cash-generating

units (“CGU”)). 

The carrying values of property, plant and equipment are reviewed for impairment when

events or changes in circumstances indicate that the carrying value may not be

recoverable.

The residual value, useful life and depreciation method are reviewed at each financial

year-end, and adjusted prospectively, if appropriate .

An item of property and equipment is derecognised upon disposal or when no future

economic benefits are expected from its use or disposal. Any gain or loss on

derecognition of the asset is included in the profit or loss in the year the asset is

derecognised.

Depreciation of other property, plant and equipment is computed on a straight line basis

to write off the cost of each asset to its residual value over the estimated useful lives of

the assets, at the following annual rates:
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2. Summary of significant accounting policies (cont'd.)

2.6 Impairment of non-financial assets (cont'd.)

2.7 Financial assets

The financial assets of the Company's are classified as loans and receivables.

Loans and receivables

An assessment is made at each reporting date as to whether there is any indication that

previously recognised impairment losses may no longer exist or may have decreased. A

previously recognised impairment loss is reversed only if there has been a change in the

estimates used to determine the asset's recoverable amount since the last impairment

loss was recognised. If that is the case, the carrying amount of the asset is increased to

its recoverable amount. That increase cannot exceed the carrying amount that would

have been determined, net of depreciation, had no impairment loss been recognised

previously. Such reversal is recognised in profit or loss.

Financial assets are recognised in the statement of financial position when, and only

when, the Company becomes a party to the contractual provisions of the financial

instrument. 

When financial assets are recognised initially, they are measured at fair value, plus, in

the case of financial assets not at fair value through profit or loss, directly attributable

transaction costs.

The Company determines the classification of its financial assets at initial recognition,

and the categories include financial assets at fair value through profit or loss, loans and

receivables, held-to-maturity investments and available-for-sale financial assets. 

Loans and receivables are classified as current assets, except for those having maturity

dates later than 12 months after the reporting date which are classified as non-current.

Subsequent to initial recognition, loans and receivables are measured at amortised cost

using the effective interest method. Gains and losses are recognised in profit or loss

when the loans and receivables are derecognised or impaired, and through the

amortisation process. 

Financial assets with fixed or determinable payments that are not quoted in an active

market are classified as loans and receivables.
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2. Summary of significant accounting policies (cont'd.)

2.7 Financial assets (cont'd.)

Loans and receivables (cont'd.)

2.8 Impairment of financial assets 

Trade and other receivables and other financial assets carried at amortised cost

The Company assesses at each reporting date whether there is any objective evidence

that a financial asset is impaired.

If any such evidence exists, the amount of impairment loss is measured as the

difference between the asset’s carrying amount and the present value of estimated

future cash flows discounted at the financial asset’s original effective interest rate. The

impairment loss is recognised in profit or loss.

Regular way purchases or sales are purchases or sales of financial assets that require

delivery of assets within the period generally established by regulation or convention in

the marketplace concerned. All regular way purchases and sales of financial assets are

recognised or derecognised on the trade date i.e., the date that the Company commits

to purchase or sell the asset. 

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 becomes

uncollectible, it is written off against the allowance account.

A financial asset is derecognised when the contractual right to receive cash flows from

the asset has expired. On derecognition of a financial asset in its entirety, the difference

between the carrying amount and the sum of the consideration received and any

cumulative gain or loss that had been recognised in other comprehensive income is

recognised in profit or loss.

To determine whether there is objective evidence that an impairment loss on financial

assets has been incurred, the Company considers factors such as the probability of

insolvency or significant financial difficulties of the debtor and default or significant delay

in payments. For certain categories of financial assets, such as trade receivables, assets

that are assessed not to be impaired individually are subsequently assessed for

impairment on a collective basis based on similar risk characteristics. Objective

evidence of impairment for a portfolio of receivables could include the Company's past

experience of collecting payments, an increase in the number of delayed payments in

the portfolio past the average credit period and observable changes in national or local

economic conditions that correlate with default on receivables.
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2. Summary of significant accounting policies (cont'd.)

2.8 Impairment of financial assets (cont'd.)

2.9 Cash and cash equivalents

2.10 Inventories

- Raw materials: purchase costs on a first-in first-out basis.

-

2.11 Provisions

Provisions are recognised when the Company has a present obligation (legal or

constructive) as a result of a past event, it is probable that an outflow of economic

resources will be required to settle the obligation and the amount of the obligation can

be estimated reliably.

Inventories are stated at the lower of cost and net realisable value. Costs incurred in

bringing the inventories to their present location and condition are accounted for as

follows:

Trade and other receivables and other financial assets carried at amortised cost

(cont'd.)

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 to the extent that the

carrying amount of the asset does not exceed its amortised cost at the reversal date.

The amount of reversal is recognised in profit or loss. 

Cash and cash equivalents comprise cash in hand and at banks, and deposit with a

licensed bank.

Net realisable value is the estimated selling price in the ordinary course of business less

estimated costs of completion and the estimated costs necessary to make the sale. 

Provisions are reviewed at each reporting date and adjusted to reflect the current best

estimate. If it is no longer probable that an outflow of economic resources will be

required to settle the obligation, the provision is reversed. If the effect of the time value

of money is material, provisions are discounted using a current pre tax rate that reflects,

where appropriate, the risks specific to the liability. When discounting is used, the

increase in the provision due to the passage of time is recognised as a finance cost.

Finished goods and work-in-progress: costs of direct materials and labour and a

proportion of manufacturing overheads based on normal operating capacity. These

costs are assigned on a first-in first-out basis.
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2. Summary of significant accounting policies (cont'd.)

2.12 Financial liabilities

2.13 Borrowing costs

For other financial liabilities, gains and losses are recognised in profit and loss when the

liabilities are derecognised, and through the amortisation process.

The Company's other financial liabilities include trade and other payables and

borrowings.

Financial liabilities are classified according to the substance of the contractual

arrangements entered into and the definitions of a financial liability.

The Company has not designated any financial liabilities as at fair value through profit or

loss.

Trade and other payables are recognised initially at fair value plus directly attributable

transaction costs and subsequently measured at amortised cost using the effective

interest method.

Borrowings are recognised initially at fair value, net of transaction costs incurred, and

subsequently measured at amortised cost using the effective interest method.

Borrowings are classified as current liabilities unless the Company has an unconditional

right to defer settlement of the liability for at least 12 months after the reporting date.

Financial liabilities, within the scope of MFRS 139, are recognised in the statement of

financial position when, and only when, the Company becomes a party to the contractual

provisions of the financial instrument. Financial liabilities are classified as either financial

liabilities at fair value through profit or loss or other financial liabilities.

Borrowing costs are capitalised as part of the cost of a qualifying asset if they are

directly attributable to the acquisition, construction or production of that asset.

Capitalisation of borrowing costs commences when the activities to prepare the asset for

its intended use or sale are in progress and the expenditures and borrowing costs are

incurred. Borrowing costs are capitalised until the assets are substantially completed for

their intended use or sale. 

A financial liability is derecognised when the obligation under the liability is extinguished.

When an existing financial liability is replaced by another from the same lender on

substantially different terms, or the terms of an existing liability are substantially

modified, such an exchange or modification is treated as a derecognition of the original

liability and the recognition of a new liability, and the difference in the respective carrying

amounts is recognised in profit or loss.
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2. Summary of significant accounting policies (cont'd.)

2.13 Borrowing costs (cont'd.)

2.14 Employee benefits

(a) Short-term benefits

(b) Defined contribution plans

2.15 Revenue

(a) Sale of goods

(b) Interest income

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

Borrowing costs consist of interest and other costs that the Company incurred in

connection with the borrowing of funds.

Revenue is recognised to the extent that it is probable that the economic benefits will

flow to the Company and the revenue can be reliably measured. Revenue is measured

at the fair value of consideration received or receivable.

Interest income is recognised using the effective interest rate.

Revenue from sale of goods is recognised upon the transfer of significant risk and

rewards of ownership of the goods to the customer. Revenue is not recognised to

the extent where there are significant uncertainties regarding recovery of the

consideration due, associated costs or the possible return of goods.

Wages, salaries, bonuses and social security contributions are recognised as an

expense in the year in which the associated services are rendered by employees of

the Company. Short-term accumulating compensated ebsences such as paid

annual leave are recognised when services are rendered by employees that

increase their entitlement to future compensated absences, and short term non-

cumulating compensated absences such as sick leave are recognised when the

absences occur.

The Company participates in the national pension scheme as defined by the law of

the country in which it has operation. The Company makes contributions to the

Employee Provident Fund in Malaysia, a defined contribution pension scheme.

Contributions to defined contribution pension schemes are recognised as an

expense in the period in which the related service is performed. 
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2. Summary of significant accounting policies (cont'd.)

2.16 Income tax 

(i) Current tax 

(ii) Deferred tax

(iii) Goods and Services Tax ("GST")

The net amount of GST, being the difference between output and input of GST,

payable to or receivable from the respective authorities at the reporting date, is

included in trade and other payables or trade and other receivables in the statement

of financial position.

The carrying amount of deferred tax assets is reviewed at each reporting date and

reduced to the extent that it is no longer probable that sufficient taxable profit will be

available to allow all or part of the deferred tax asset to be utilised. Unrecognised

deferred tax assets are reassessed at each reporting date and are recognised to

the extent that it has become probable that future taxable profit will allow the

deferred tax assets to be utilised.  

Deferred tax assets and liabilities are measured at the tax rates that are expected to

apply to the year when the asset is realised or the liability is settled, based on tax

rates and tax laws that have been enacted or substantively enacted at the reporting

date. 

Deferred tax assets are recognised for all deductible temporary differences, carry

forward of unused tax credits and unused tax losses, to the extent that it is probable

that taxable profit will be available against which the deductible temporary

differences, and the carry forward of unused tax credits and unused tax losses can

be utilised.

Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable

right exists to set off current tax assets against current tax liabilities and the

deferred taxes relate to the same taxable entity and the same taxation authority.

Deferred tax is provided for using the liability method on temporary differences at

the reporting date between the tax bases of assets and liabilities and their carrying

amounts for financial reporting purposes. Deferred tax liabilities are recognised for

all temporary differences.

Current tax assets and liabilities are measured at the amount expected to be

recovered from or paid to the taxation authorities. The tax rates and tax laws used

to compute the amount are those that are enacted or substantively enacted by the

reporting date.

Current taxes are recognised in profit or loss except to the extent that the tax

relates to items recognised outside profit or loss, either in other comprehensive

income or directly in equity. 
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2. Summary of significant accounting policies (cont'd.)

2.17 Share capital

2.18 Fair value measurements

(i) In the principal market for the asset or liability, or

(ii)

The principal or the most advantageous market must be accessible to by the Company.

Level 1 -

Level 2 -

Level 3 -

The Company measures its financial instruments, such as derivatives, at fair value at

each reporting date. Also, fair values of financial instruments measured at amortised

cost are disclosed in Note 21.

In the absence of a principal market, in the most advantageous market for the asset

or liability

The fair value of an asset or a liability is measured using the assumptions that market

participants would use when pricing the asset or liability, assuming that market

participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market

participant's ability to generate economic benefits by using the asset in its highest and

best use or by selling it to another market participant that would use the asset in its

highest and  best use.

An equity instrument is any contract that evidences a residual interest in the assets of

the Company after deducting all of its liabilities. Ordinary shares are equity instruments.

The Company uses valuation techniques that are appropriate in the circumstances and

for which sufficient data are available to measure fair value, maximising the use of

relevant observable inputs and minimising the use of unobservable inputs.

Fair value is the price that would be received to sell an asset or paid to transfer a

liability in an orderly transaction between market participants at the measurement date.

The fair value measurement is based on the presumption that the transaction to sell the

asset or transfer the liability  takes place either:

Quoted (unadjusted) market prices in active markets for identical assets or

liabilities

Valuation techniques for which the lowest level input that is significant to the

fair value measurement is directly or indirectly observable

Valuation techniques for which the lowest level input that is significant to the

fair value measurement is unobservable

Ordinary shares are recorded at the proceeds received, net of directly attributable

incremental transaction costs. Ordinary shares are classified as equity. Dividends on

ordinary shares are recognised in equity in the period in which they are declared.
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2. Summary of significant accounting policies (cont'd.)

2.18 Fair value measurements (cont'd.)

2.19 Offsetting of financial instruments

3. Significant accounting judgement and estimate

3.1 Judgements made in applying accounting policies

3.2 Key sources of estimation uncertainty 

Useful lives of plant and machinery

The preparation of the Company's financial statements requires management to make

judgements, estimates and assumptions that affect the reported amounts of revenues,

expenses, assets and liabilities, and the disclosure of contingent liabilities at the reporting

date. However, uncertainty about these assumptions and estimates could result in outcomes

that could require a material adjustment to the carrying amount of the asset or liability

affected in the future.

The key assumptions concerning the future and other key sources of estimation

uncertainty at the reporting date that have a significant risk of causing a material

adjustment to the carrying amounts of assets and liabilities within the next financial year

are discussed below.

For assets and liabilities that are recognised in the financial statements on a recurring

basis, the Company determines whether transfers have occurred between Levels in the

hierarchy by re-assessing categorisation (based on the lowest level input that is

significant to the fair value measurement as a whole) at the end of each reporting

period.

There were no significant judgements made in applying the accounting policies of the

Company which may have significant effects of the amounts recognised in the financial

statements.

Financial assets and financial liabilities are offset and the net amount is reported in the

statement of financial position if, and only if, there is a currently enforceable legal right to

offset the recognised amounts and there is an intention to settle on a net basis, or to

realise the assets and settle the liabilities simultaneously.

The cost of plant and machinery is depreciated on a straight-line basis over the assets’

estimated economic useful lives. Management estimates the useful lives of these plant

and machinery to be 17 years. These are common life expectancies applied in the

industry. Changes in the expected level of usage and technological developments could

impact the economic useful lives and the residual values of these assets, therefore,

future depreciation charges could be revised.

27



      873094-V

      Optimistic Organic Sdn. Bhd.

      (Incorporated in Malaysia)

4. Revenue

2016 2015

RM RM

Sale of goods     116,580,338       98,462,914 

5. Other income

2016 2015

RM RM

Sale of scrap materials 15,774            214,704 

Interest income 111,457                   146 

Miscellaneous income 2,941                8,114 

130,172            222,964 

6. Finance costs

2016 2015

RM RM

Restated

Cost of fund on:

   Shareholders' advances

   - Interest expenses 2,346,131         1,952,068 

   - Unrealised foreign exchange loss 486,681 428,046

   Others 562,537            505,506 

        3,395,349         2,885,620 

7. Loss before taxation

The following items have been included in arriving at loss before taxation:

2016 2015

RM RM

Auditors' remuneration:

    Statutory audit 50,000            50,000             

    Other services 25,000            -                      

Employee benefits expense (Note 8) 7,601,059       7,013,814        

Depreciation of property, plant and equipment (Note 11) 7,869,806       5,964,874        

Net realised foreign exchange gain (42,640)           (722,862)         

Net unrealised foreign exchange loss (including 

    amount regrouped under finance costs) 5,859,455       8,731,340        
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8. Employee benefits expense

2016 2015

RM RM

Salaries and wages 5,561,599               4,980,995 

Defined contribution plan 467,156                     456,318 

Social security costs 54,564                         54,467 

Other benefits 1,517,740               1,522,034 

        7,601,059         7,013,814 

9. Directors' remuneration

2016 2015

RM RM

Executive directors' remuneration:

    Salaries and other emoluments 617,844 629,556           

    Other benefits 20,401 16,958             

Total directors' remuneration (Note 8) 638,245          646,514           

10. Income tax expense

Major components of income tax expense

2016 2015

RM RM

Current income tax:

  Malaysian income tax 27,865            -                      

  Under provision in prior years 37                   1,409               

27,902            1,409               

Deferred income tax (Note 18):

  Relating to origination/(reversal) of temporary differences 473,037          (893,611)         

214,709          1,707,515        

687,746          813,904           

Income tax expense recognised in profit or loss 715,648          815,313           

The major components of income tax expense for the years ended 31 March 2016 and 2015

are: 

  Under provision in respect of prior years

Included in employee benefits expense of the Company is salary and other emoluments paid

to the executive directors of the Company amounting to RM638,245 (2015: RM646,514) as

further disclosed in Note 9.
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10. Income tax expense (cont'd.)

Reconciliation between tax expense and accounting loss

2016 2015

RM RM

Loss before tax (6,153,935)      (12,691,352)    

Tax at Malaysian statutory tax rate of 25% (2015: 25%) (1,538,484)      (3,172,838)      

Adjustments:

Non-deductible expenses 2,039,386       2,241,993        

Deferred tax recognised at different tax rate -                      37,234             

Under provision of deferred tax in prior years 214,709          1,707,515        

Under provision of income tax expense in prior years 37                   1,409               

715,648          815,313           

Domestic current income tax is calculated at the statutory tax rate of 25% (2015: 25%) of the

estimated assessable loss for the year. The domestic statutory tax rates will be reduced to

24% from the current year's rate of 25% effective Year of Assessment 2016. The

computation of deferred tax as at 31 March 2016 has reflected this change.

The Company was granted pioneer status by the Ministry of International Trade and Industry

for a period of 5 years commencing 1 March 2011, expired on 29 February 2016. In view of

this, there is no provision for income taxation for the business income earned. 

The reconciliation between tax expense and the product of accounting loss multiplied by the

applicable corporate tax rate for the years ended 31 March 2016 and 2015 is as follows:
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11. Property, plant and equipment 

Leasehold Plant and Office Furniture Work-in-

land Buildings machinery equipment and fittings progress Total

RM RM RM RM RM RM RM

Cost:

At 1 April 2014 5,630,000       3,905,000   92,652,085   59,539         1,300          13,837,223  116,085,147 

Additions -                     45,050        12,508,408   93,606         26,127        3,879,731    16,552,922   

Reclassification -                     -                  13,837,223   -                   -                  (13,837,223) -                    

At 31 March 2015 and 1 April 2015 5,630,000       3,950,050   118,997,716 153,145       27,427        3,879,731    132,638,069 

Additions -                     142,000      763,903        31,664         51,887        5,090,594    6,080,048     

Reclassification -                     -                  1,780,478     -                   -                  (1,780,478)   -                    

At 31 March 2016 5,630,000       4,092,050   121,542,097 184,809       79,314        7,189,847    138,718,117 

Accumulated depreciation:

At 1 April 2014 380,262          389,167      16,188,611   12,108         347             -                  16,970,495   

Depreciation charge for the year (Note 7) 126,754          131,418      5,690,206     14,867         1,629          -                  5,964,874     

At 31 March 2015 and 1 April 2015 507,016          520,585      21,878,817   26,975         1,976          -                  22,935,369   

Depreciation charge for the year (Note 7) 126,754          132,566      7,580,755     25,259         4,472          -                  7,869,806     

At 31 March 2016 633,770          653,151      29,459,572   52,234         6,448          -                  30,805,175   

Net carrying amount:

At 31 March 2015 5,122,984       3,429,465   97,118,899   126,170       25,451        3,879,731    109,702,700 

At 31 March 2016 4,996,230       3,438,899   92,082,525   132,575       72,866        7,189,847    107,912,942 

The Company's leasehold land and buildings are pledged for bank facilities (Note 17).
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12. Inventories

2016 2015

RM RM

At cost

Chemicals 251,300          650,039           

Consumables 2,556,154       2,596,667        

Catalyst 9,208,346       10,445,570      

Packing materials 121,745          119,119           

Work-in-progress 1,206,431       1,876,641        

Finished goods 1,485,213       604,819           

14,829,189     16,292,855      

13. Trade and other receivables

2016 2015

RM RM

Trade receivables

Third parties 15,249,189     11,765,308      

Other receivables

Deposits 72,000            73,750             

Sundry debtors 106,918          66,055             

Goods and Services Tax ("GST") receivables 1,335,824       -                      

Others 253,652          299,810           

1,768,394       439,615           

Total trade and other receivables 17,017,583     12,204,923      

Add: Cash and bank balances (Note 14) 1,490,264       1,276,291        

Less: Goods and Services Tax ("GST") receivables (1,335,824)      -                      

Total loans and receivables 17,172,023     13,481,214      

During the year, the amount of inventories recognised as an expense in cost of sales of the

Company was RM73,231,803 (2015: RM66,082,005).
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13. Trade and other receivables (cont'd.)

(a) Trade receivables

Ageing analysis of trade receivables

The ageing analysis of the Company's trade receivables is as follows:

2016 2015

RM RM

Neither past due nor impaired 15,106,525     11,569,956      

1 to 30 days past due not impaired 142,664          195,352           

15,249,189     11,765,308      

Receivables that are neither past due nor impaired 

Receivables that are past due but not impaired

The Company has trade receivables amounting to RM142,664 (2015: RM195,352) that

are past due at the reporting date but not impaired.

Trade receivables are non-interest bearing and are generally on 30 to 90 day (2015: 30

to 90 day) terms. They are recognised at their original invoice amounts which represent

their fair values on initial recognition.

All the balances are unsecured in nature. The directors of the Company are in the

opinion that all balances are recoverable as these receivables are still active.

Trade receivables that are neither past due nor impaired are creditworthy debtors with

good payment records with the Company.

None of the Company's trade receivables that are neither past due nor impaired and

past due but not impaired have been renegotiated during the financial year.
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14. Cash and bank balances

2016 2015

RM RM

Cash in hand and at banks 206,264 76,291             

Deposit with a licensed bank 1,284,000 1,200,000        

Cash and bank balances 1,490,264 1,276,291        

Cash at banks earns interest at floating rates based on daily bank deposit rates. 

2016 2015

RM RM

Cash in hand and at banks 1,490,264 1,276,291        

Less: Deposit with a licensed bank more than 3 months (1,284,000) (1,200,000)      

Cash and cash equivalents 206,264 76,291             

15. Share capital

2016 2015 2016 2015

RM RM

Authorised share capital

At 1 April/31 March 10,000,000     10,000,000    10,000,000     10,000,000      

Issued and fully paid

At 1 April/31 March 10,000,000     10,000,000    10,000,000     10,000,000      

16. Trade and other payables

2016 2015

RM RM

Trade payables

Third parties 12,294,999     12,127,096      

Amount due to ultimate holding company 10,062,155     7,409,185        

22,357,154     19,536,281      

Deposit with a licensed bank is pledged for bank guarantee facilities.

Amount

The holder of ordinary shares is entitled to receive dividends as and when declared by the

Company. All ordinary shares carry one vote per share at general meetings of the Company

without restrictions and rank equally with regard to the Company's residual assets.

For the purpose of statement of cash flows, cash and cash equivalents comprise of the

following at reporting date:

 Number of ordinary shares 

of RM1 each 
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16. Trade and other payables (cont'd.)

2016 2015

RM RM

Other payables

Accruals 87,500            55,050             

Other payables 10,974,508     11,095,126      

11,062,008     11,150,176      

Total trade and other payables 33,419,162     30,686,457      

Add: Borrowings (Note 17) 75,882,187     70,689,267      

Total financial liabilities carried at amortised cost 109,301,349   101,375,724    

(a) Trade payables

(b) Other payables

17. Borrowings

2016 2015

Maturity RM RM

Current

Secured:

Letter of credit 2016 -                      1,882,764        

Bills discounting 2016 11,362,937     7,940,069        

11,362,937     9,822,833        

Unsecured:

Advances from a third party 12,113,940     4,963,200        

23,476,877     14,786,033      

Non-current

Unsecured:

Advances from holding company 2018 19,090,450     17,954,000      

Advances from ultimate holding company 2018 19,241,900     18,096,434      

Advances from a third party 2018 - 2019 14,072,960     19,852,800      

52,405,310     55,903,234      

Total borrowings 75,882,187     70,689,267      

These amounts are non-interest bearing. Trade payables are normally settled on 30 to

60 day (2015: 30 to 60 day) terms.  

Included in other payables are RM5,087,248 and RM 5,254,153 (2015: RM3,787,407

and RM6,684,562) which relate to interest payable on shareholders' advances and

advance from ultimate holding company for supply of material respectively.
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17. Borrowings (cont'd.)

(a) Advance from holding company (non-current)

(b) Advance from ultimate holding company (non-current)

(c) Advance from a third party (non-current)

(d) Letter of credit

(i) 

(ii) 

(e) Bills discounting

The facility is secured by the following:

(i)

(ii)

(iii)

Letter of credit from reputed banks acceptable to the bank.

Documents of title to goods along with invoice, bills of exchange drawn and shipped

under letter of credit.

A registered debenture over the Company's entire fixed and floating assets,

movable and immovable, both present and future.

A 1st party 1st legal charge over the land and building belonging to the Company

erected on PN7606, Lot 3351 Mukim Teluk Kalung and District of Kemaman,

Terengganu.

The amount is unsecured, bears interest at 6% (2015: 6%) per annum and is not

repayable within the period of twelve months after the end of the financial year.

Corporate guarantee by ultimate holding company and holding company.

The facility bears interest at BLR + 0.50% per annum presently at 7.35% per annum with

margin 10% of the bills and secured by documents of title to goods along with invoice,

bills of exchange drawn on approved parties. 

The amount is unsecured, non-interest bearing and is not repayable within the period of

twelve months after the end of the financial year.

The facility bears interest at Base Lending Rate ("BLR") + 0.50% per annum presently at

7.35% per annum and secured by the following:

The amount is unsecured, bears interest at 6% (2015: 6%) per annum and is not

repayable within the period of twelve months after the end of the financial year.
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18. Deferred tax

2016 2015

RM RM

At 1 April         4,815,111         4,001,207 

Recognised in profit or loss (Note 10)           687,746            813,904 

At 31 March         5,502,857         4,815,111 

Presented after appropriate offsetting as follows:

Deferred tax assets       (9,869,735)        (8,996,614)

Deferred tax liabilities       15,372,592       13,811,725 

        5,502,857         4,815,111 

Deferred tax assets:

Unabsorbed

capital allowances

RM

At 1 April 2015 (8,996,614)      

Recognised in profit or loss (873,121)         

At 31 March 2016 (9,869,735)      

At 1 April 2014 (6,015,308)      

Recognised in profit or loss (2,981,306)      

At 31 March 2015 (8,996,614)      

Deferred tax liabilities:

Property, plant

and equipment

RM

At 1 April 2015 13,811,725      

Recognised in profit or loss 1,560,867        

At 31 March 2016 15,372,592      

At 1 April 2014 10,016,515      

Recognised in profit or loss 3,795,210        

At 31 March 2015 13,811,725      

The components and movements of deferred tax assets and liabilities during the financial

year are as follows:
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19. Retained earnings

20. Related party disclosures

(a) Sale and purchase of goods

2016 2015

RM RM

Sale of finished goods to ultimate holding company 12,737,358     16,165,011      

Purchase of goods and services from ultimate

   holding company 3,790,250       5,883,213        

Interest expenses on advances from holding and  

   ultimate holding companies 2,346,131       1,952,068        

(b) Compensation of key management personnel 

2016 2015

RM RM

Directors' remuneration (Note 9) 638,245          646,514           

The Company may distribute dividends out of its retained earnings as at 31 March 2016 and

31 March 2015 under the single tier system. 

Key management personnels' remuneration (including Board of Directors) during the

year was as follows:

In addition to the related party information disclosed elsewhere in the financial

statements, the following significant transactions between the Company and related

parties took place at terms agreed between the parties during the financial year: 

Key management personnel are defined as persons having authority and responsibility

for planning, directing and controlling the activities of the Company, directly or indirectly,

including any director of the Company.
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21. Fair values of financial  instruments

Determination of fair value

Note

Trade and other receivables 13

Trade and other payables 16

Borrowings (current and non-current) 17

22. Financial risk management objectives and policies 

The carrying amounts of the current and non-current portion of borrowings are reasonable

approximation of fair values due to insignificant impact of discounting. 

The carrying amounts of these financial assets and liabilities are reasonable approximation of

fair values due to their short-term nature and insignificant impact of discounting.

The following are the classes of financial instruments that are not carried at fair value and

whose carrying amounts are reasonable approximation of fair value:

The Company is exposed to financial risks arising from its operations and the use of financial

instruments. The key financial risks include credit risk, liquidity risk, interest rate risk and

foreign currency risk.

It is, and has been throughout the current and previous financial year, the Company's policy

that no derivatives shall be undertaken except for the use as hedging instruments where

appropriate and cost-efficient. The Company does not apply hedge accounting.

The following sections provide details regarding the Company's exposure to the above

mentioned financial risks and the objective, policies and process for the management of

these risks.

Financial instruments that are not carried at fair value and whose carrying amounts are 

reasonable approximation of fair value
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22. Financial risk management objectives and policies (cont'd.)

(a) Credit risk

Credit risk concentration profile

Financial assets that are neither past due nor impaired

Financial assets that are either past due or impaired

(b) Liquidity risk 

The Company's objective is to seek continual revenue growth while minimising losses

incurred due to increased credit risk exposure. The Company trades only with

recognised and creditworthy third parties. It is the Company's policy that all customers

who wish to trade on credit terms are subject to credit verification procedures. In

addition, receivable balances are monitored on an ongoing basis with the result that the

Company's exposure to bad debts is not significant.

Credit risk is the risk of loss that may arise on outstanding financial instruments should a

counterparty default on its obligations. The Company's exposure to credit risk arises

primarily from trade and other receivables.

Liquidity risk is the risk that the Company will encounter difficulty in meeting financial

obligations due to shortage of funds. The Company’s exposure to liquidity risk arises

primarily from mismatches of the maturities of financial assets and liabilities.

The Company manages liquidity risk by obtaining funding from its holding and ultimate

holding companies to ensure as far as possible, that it will always have sufficient liquidity

to meet its liabilities when they fall due.

The Company has no significant concentrations of credit risk that may rise from

exposure from a single debtor or to groups of debtors.

Information regarding trade and other receivables that are neither past due nor impaired

is disclosed in Note 13. Deposits with licensed banks that are neither past due nor

impaired are placed with or entered into with reputable financial institutions with high

credit ratings and no history of default.

Information regarding financial assets that are either past due or impaired is disclosed in

Note 13.
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22. Financial risk management objectives and policies (cont'd.)

(b) Liquidity risk (cont'd.)

Analysis of financial instruments by remaining contractual maturities

On demand 

or within one  Over one 

year  year  Total 

Financial liabilities:

Trade and other payables 33,419,162    -                      33,419,162      

Borrowings 23,476,877    52,405,310     75,882,187      

Total undiscounted financial liabilities 56,896,039    52,405,310     109,301,349    

On demand 

or within one  Over one 

year  year  Total 

Financial liabilities:

Trade and other payables 30,686,457    -                      30,686,457      

Borrowings 14,786,033    55,903,234     70,689,267      

Total undiscounted financial liabilities 45,472,490    55,903,234     101,375,724    

(c) Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of the Company’s and

the Company's financial instruments will fluctuate because of changes in market interest

rates. 

The Company's primary interest rate risks relate to interest-bearing debts. The

investment in financial assets are mainly short term in nature and they are not held for

speculative purposes but have been mostly placed in fixed deposits.

The Company's exposure to interest rate risk arises primarily from its borrowings. The

Company's policy is to manage interest cost using a mix of fixed and floating rate debts.

The table below summarises the maturity profile of the Company's liabilities at the

reporting date based on contracted undiscounted repayment obligations. 

2016 (RM)

2015 (RM)
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22. Financial risk management objectives and policies (cont'd.)

(c) Interest rate risk (cont'd.)

Sensitivity analysis for interest rate risk

(d) Foreign currency risk

Sensitivity analysis for foreign currency risk 

2016 2015

RM RM

Profit/(loss) Profit/(loss)

net of tax net of tax

USD/RM     - strengthened 3% (2015: 3%) 1,911,641       1,968,395        

- weakened 3% (2015: 3%) (1,911,641)      (1,968,395)      

Foreign currency risk is the risk that the fair value or future cash flows of a financial

instrument will fluctuate because of changes in foreign exchange rates.

At the end of the reporting year, if Ringgit Malaysia ("RM") interest rates had been 100

(2015: 100) basis points higher with all other variables held constant, the Company's

profit net of tax would have been RM2,284,004 (2015: RM2,083,262) lower, arising

mainly as a result of higher interest expense on floating rate loans and borrowings. The

assumed movement in basis points for interest rate sensitivity analysis is based on the

currently observable market environment.

The Company has transactional currency exposures arising from sales or purchases that 

are denominated in a currency other than the functional currency of the entity which is

RM. The foreign currency in which these transactions are denominated is United States

Dollars (“USD”). 

All of the Company’s sales are denominated in foreign currency. Other than that, all the

costs incurred by the Company are denominated in its functional currency. The foreign

currency fluctuation risk is minimised by the prompt collection from its customers. 

The Company also holds cash and cash equivalents denominated in foreign currencies

for working capital purposes. At the reporting date, such foreign currency balances

("USD") amount to RM170,362 (2015: RM15,450).

The following table demonstrates the sensitivity of the Company’s loss net of tax to a

reasonably possible change in the USD exchange rates against the respective functional

currencies of the Company, with all other variables held constant. 
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23. Capital management

The debt to equity ratio as at 31 March 2016 and 31 March 2015 are as follows:

Note 2016 2015

RM RM

Borrowings 17       75,882,187       70,689,267 

Trade and other payables 16       33,419,162       30,686,457 

Less: Cash and bank balances 14       (1,490,264)        (1,276,291)

Net debt     107,811,085     100,099,433 

Equity attributable to owner of the Company 26,899,878     33,769,461      

Equity and net debt 134,710,963   133,868,894    

Gearing ratio 80% 75%

24. Comparative

25. Authorisation of financial statements for issue

Certain comparative figures as at 31 March 2015 have been reclassified to conform with

current year's presentation.

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

with a resolution of the directors on 24 April 2016.

The Company manages its capital structure and makes adjustments to it, in light of changes

in economic conditions. To maintain or adjust the capital structure, the Company may adjust

the dividend payment to shareholders, return capital to shareholders or issue new shares.

No changes were made in the objectives, policies or processes during the years ended 31

March 2016 and 31 March 2015.

The primary objective of the Company’s capital management is to ensure that it maintains a

strong credit rating and healthy capital ratios in order to support its business and maximise

shareholder value. 

The Company monitors capital using a gearing ratio, which is the net debt divided by total

equity plus net debt. The Company includes within its net debt, trade and other payable and

borrowings, less cash and bank balances. Capital of the Company represents the total equity.
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