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Ralco Corporation Berhad
(Registration No. 199501003907 (333101-V))

NOTICE OF ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN THAT the 29th Annual General Meeting (“AGM”) of Ralco Corporation Berhad (“Company”)
will be held as a fully virtual meeting conducted entirely through live-streaming and remote voting using the remote
participation and voting facilities from the Broadcast Venue at Lot 1476, Jalan Lengkok Emas 1, Nilai Industrial Estate,
71800 Nilai, Negeri Sembilan on Friday, 14th day of June 2024 at 11:00 a.m. for the purpose of considering the following
business:-

AGENDA
AS ORDINARY BUSINESS
1. To receive the Audited Financial Statements for the financial year ended 31 [Please refer to
December 2023 and the Reports of the Directors and Auditors thereon. Explanatory Note (i)]

2. To approve the payment of Directors’ fees amounting to RM180,000 for the ORDINARY RESOLUTION 1
financial year ended 31 December 2023.

3.  To approve the Directors’ Benefits payable to the Directors of the Company and ORDINARY RESOLUTION 2
its subsidiaries amounting to RM50,000 from 1 July 2024 until 30 June 2025.

4. To re-elect the following Directors who are retiring by rotation in accordance with
Clause 97 of the Constitution of the Company and being eligible, have offered
themselves for re-election: -

(i) Mr. Tan Heng Ta ORDINARY RESOLUTION 3
(i)  Ms. Lau Wai Ching ORDINARY RESOLUTION 4

5. To re-elect Mr. Damien Lim Yat Seng, the Director who is retiring by rotation ORDINARY RESOLUTION 5
in accordance with Clause 104 of the Constitution of the Company and being
eligible, have offered himself for re-election.

6. To re-appoint Messrs. RSM Malaysia PLT (LLP0030276-LCA & AF 0768) as ORDINARY RESOLUTION 6
Auditors of the Company for the ensuing year and to authorise the Directors to fix
their remuneration.

AS SPECIAL BUSINESS

To consider and if thought fit, to pass the following resolution with or without modifications:-

7.  Authority to issue and allot shares ORDINARY RESOLUTION 7

“THAT subject always to the Companies Act 2016 (“the Act”), Constitution of the
Company and approvals from Bursa Malaysia Securities Berhad and any other
governmental/regulatory bodies, where such approval is necessary, authority be
and is hereby given to the Directors pursuant to Section 75 of the Act to issue
and allot not more than ten percent (10%) of the total number of issued shares
(excluding treasury shares) of the Company at any time upon any such terms
and conditions and for such purposes as the Directors may in their absolute
discretion deem fit or in pursuance of offers, agreements or options to be made
or granted by the Directors while this approval is in force until the conclusion of
the next Annual General Meeting of the Company pursuant to Section 76 of the
Act (“Mandate”).
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THAT the Directors be and are hereby further authorised to make or grant offers,
agreements or options which would or might require shares to be issued after the
expiration of the approval hereof.

THAT in connection with the above, pursuant to Section 85 of the Act, to be read
together with Clause 54 of the Constitution of the Company, approval be and is
hereby given to waive the statutory pre-emptive rights of the shareholders of the
Company to be offered with new shares ranking equally to the existing issued
shares of the Company arising from any issuance of new shares in the Company
pursuant to this Mandate.

AND THAT the new shares to be issued shall upon allotment and issuance, rank
equally in all respects with the existing shares of the Company, save and except
that they shall not be entitled to any dividends, rights, allotments and/or any
other forms of distribution that which may be declared, made or paid before the
date of allotment of such new shares.”

To transact any other ordinary business of the Company for which due notice
shall have been given.

BY ORDER OF THE BOARD

TAN BEE HWA (SSM PC NO. 202008001174) (MAICSA 7058049)
QWIK TSAE YNG (SSM PC NO. 202308000539) (MAICSA 7053568)
Company Secretaries

Kuala Lumpur
30 April 2024

NOTES:

The Broadcast Venue is strictly for the purpose of complying with Section 327(2) of the Act which requires
the Chairman of the Meeting to be at the main venue. Shareholders/proxies will not be allowed to attend
the 29th AGM in person at the Broadcast Venue on the day of the meeting. Shareholders who wish to
participate at the 29th AGM will therefore have to do so remotely and pre-register their attendance via the link
https://vps.megacorp.com.my/7Woq5e. Kindly refer to the Administrative Notes for further information.

A member entitled to attend, participate, speak and vote is entitled to appoint not more than two (2) proxies to
attend, participate, speak and vote instead of him. A proxy may, but need not, be a member of the Company and
there shall be no restriction as to the qualification of the proxy.

Where a member appoints more than one (1) proxy, the appointment shall be invalid unless he/she specifies the
proportion of his/her holdings to be represented by each proxy.

Where a member is an authorised nominee as defined in the Securities Industry (Central Depositories) Act, 1991, it
may appoint not more than two (2) proxies in respect of each Securities Account it holds in ordinary shares of the
Company standing to the credit of the said Securities Account.

Where a member is an Exempt Authorised Nominee which holds ordinary shares in the Company for multiple
beneficial owners in one Securities Account (“Omnibus Account”), there is no limit to the number of proxies which
the Exempt Authorised Nominee may appoint in respect of each Omnibus Account it holds. Where the Exempt
Authorised Nominee appoints two (2) or more proxies to attend and vote at the same meeting, such appointment
shall be invalid unless the Exempt Authorised Nominee specifies the proportion of his holdings to be represented by
each proxy.
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6.  The instrument appointing a proxy shall be in writing under the hand of the appointor or his attorney duly authorised
in writing or, if the appointor is a corporation, either under the corporation’s seal or under the hand of an officer or
attorney duly authorised.

7. The instrument appointing a proxy must be deposited at the Poll Administrator’s office at Mega Corporate Services
Sdn. Bhd., Level 15-2, Bangunan Faber Imperial Court, Jalan Sultan Ismail, 50250 Kuala Lumpur, Wilayah
Persekutuan or submit via email to AGM-support.Ralco@megacorp.com.my not less than forty-eight (48) hours before
the time appointed for holding the meeting or any adjournment thereof. Kindly refer to the Administrative Notes for
further information.

8. Date of Record of Depositors for the purpose of determining Members’ entitlement to attend, vote and speak at the
29th AGM is 7 June 2024.

9. Pursuant to Paragraph 8.29A of the Main Market Listing Requirements of Bursa Malaysia Securities Berhad, all
resolutions set out in the Notice of the 29th AGM will be put to vote on a poll.

EXPLANATORY NOTES ON ORDINARY AND SPECIAL BUSINESS:

(i) Item 1 of the Agenda
- Audited Financial Statements for the financial year ended 31 December 2023

This Agenda item is meant for discussion only as the provisions of Section 248 and Section 340(1)(a) of the Act do
not require a formal approval of the shareholders for the Audited Financial Statements. Hence, this Agenda item will
not be put for voting.

iy  Items 2 & 3 of the Agenda - Ordinary Resolutions 1 and 2
- Directors’ Fees and Directors’ Benefit payable to the Directors of the Company and its subsidiaries

Pursuant to Section 230(1) of the Act, the fee of the Directors, and any benefits payable to the Directors including any
compensation for loss of employment of a director or former director of a public company or a listed company and its
subsidiaries, shall be approved at a general meeting.

Directors’ Fees
The payment of the Directors’ fees for the financial year ended 31 December 2023 will only be made if the proposed
Resolution 1 has been passed at the 29th AGM pursuant to Clause 105 of the Company’s Constitution and Section
230(1) of the Act.

The Directors’ fees payable to the Directors of the Company for the financial year ended 31 December 2023 are set
out as follows:-

Description Executive Directors Non-Executive Directors

Directors’ Fee RM30,000 RM150,000

Directors’ Benefits

The Directors’ benefits comprise the allowances and other emoluments payable to the Directors of the Company and
its subsidiaries are set out below:

Description Chairman Directors

Meeting Allowance (per meeting) RM500 RM500
Directors Liability Insurance (per annum) RM1,700 RM1,700
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In determining the estimated total amount of the meeting allowances, the Board considered various factors including
the number of scheduled meetings for the Board and Board Committees as well as the number of Directors involved
in these meetings. The Board is of the view that it is just and equitable for the Directors to be paid the Directors’
meeting allowances as and when incurred, particularly after having discharged their responsibilities and rendered their
services to the Company and its subsidiaries throughout the period from 1 July 2024 until 30 June 2025.

Items 4 & 5 of the Agenda - Ordinary Resolutions 3,4 & 5
Re-election of Retiring Directors

No individual is seeking election as a Director at the forthcoming 29th AGM of the Company.

Mr. Tan Heng Ta and Ms. Lau Wai Ching are retiring by rotation in accordance with Clause 97 of the Constitution of
the Company whilst Mr. Damien Lim Yat Seng is retiring in accordance with Clause 104 of the Constitution of the
Company.

The Nomination Committee has taken into account the Board Evaluation Assessment including the results of Self
and Peer Assessment of Mr. Tan Heng Ta and Ms. Lau Wai Ching and concurred that they have met the Board’s
expectation in terms of experience, expertise, integrity, competency, commitment and individual contribution by
continuously performing their duties diligently as Directors of the Company. The Board recommended Mr. Tan Heng
Ta and Ms. Lau Wai Ching to be re-elected as Directors of the Company.

The details and profiles of Directors who are standing for re-election at the 29th AGM are provided in the Directors
Profile section of the Company’s Annual Report 2023.

Item 6 of the Agenda - Ordinary Resolution 6
Re-appointment of Auditors

The Audit Committee (“AC”) has carried out an assessment of the suitability, objectivity and independence of the
external auditors, Messrs. RSM Malaysia PLT (“RSM”) and was satisfied with the suitability of RSM based on the
quality of audit, performance, competency and sufficiency of resources the external audit team provided to the Group.
The Board therefore approved the AC’s recommendation on the re-appointment of RSM as the external auditors of
the Company be put forward for the shareholders’ approval at the forthcoming 29th AGM.

Item 7 of the Agenda - Ordinary Resolution 7
Authority to Issue and Allot Shares

The proposed Ordinary Resolution 7, if passed, will give flexibility to the Directors to issue shares to such persons
at any time in their absolute discretion without convening a general meeting. This authorisation will expire at the
conclusion of next AGM of the Company.

This is a new mandate and the purpose of this general mandate is for possible fund-raising exercises including but
not limited to further placement of shares for purpose of funding current and/or future investment projects, working
capital, repayment of borrowings and/or acquisitions.

The previous mandate obtained from the members at the last AGM was not utilised and, accordingly no proceeds
were raised.

By voting in favour of this proposed resolution, the shareholders of the Company are deemed to have waived their
pre-emptive rights pursuant to Section 85(1) of the Act and Clause 54 the Company’s Constitution to be first offered
any new shares ranking equally to the existing issued shares of the Company under this general mandate which will
result in a dilution of their shareholding percentage in the Company.
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DATO’ CHONG KIM FATT
Chairman, Independent Non-Executive Director

TAN HENG TA
Managing Director

HENG CHEE WEI
Senior Independent Non-Executive Director

DAMIEN LIM YAT SENG
Independent Non-Executive Director
(Appointed on 21 March 2024)

LAU WAI CHING
Independent Non-Executive Director

LAW DOUNG CHIN
Non-Independent Non-Executive Director

AUDIT COMMITTEE
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Wilayah Persekutuan Kuala Lumpur, Malaysia
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CIMB Bank Berhad

Alliance Bank Malaysia Berhad
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AmBank (M) Berhad

Tan Bee Hwa STOCK EXCHANGE LISTING
(SSM PC NO. 202008001174 & MAICSA 7058049)
Qwik Tsae Yng Main Market of Bursa Malaysia Securities Berhad

Stock Name  : RALCO
Stock Code . 7498
Sector . Industrial Products

(SSM PC NO. 202308000539 & MAICSA 7053568)
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Temasek Bay Sdn. Bhd.
200801037528 (838871-H)

Ralco Trading Sdn. Bhd.
198901006103 (183408-U)

Ralco Holdings Sdn. Bhd.
198901002223 (179529-T)

Ralco Respack Polybag Sdn. Bhd. |
201601017525 (1188458-D)

Ralco Plastic Sdn. Bhd.
198901001596 (178902-X)

Ralco Compounding Sdn. Bhd. '
200601034375 (754134-W)
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PROFILE OF DIRECTORS

DATO’ CHONG KIM FATT
Chairman, Independent
Non-Executive Director

Aged 57, Male, Malaysian

TAN HENG TA

Managing Director
Aged 56, Male, Malaysian

Dato’ Chong Kim Fatt was appointed to the Board and Chairman to the Board
on 10 February 2021.

Dato’ Chong started his own business in 1993 with diverse interest in property
development, contractor, trading, poultry and Agriculture. He has been
actively participating in both domestic and international sports complex with
numerous achievements and contributions to the country under his leadership.
He completed his study in Research and Advanced Study on Leadership in
Tsinghua University, China.

Dato’ Chong is the founder and the president of the Wushu Federation of
ASEAN-China, an international wushu organisation that currently comprises
members of ten ASEAN countries. Currently, he is serving as Executive Board
Committee Member in International Wushu Federation, Wushu Federation
of Asia, and elected as APEC Advisor to the Chinese Culture Promotion
Association of Beijing. He is also elected as one of the members of the financial
committee in the Olympic Council of Malaysia. He does not hold any directorship
in other public companies and listed issuers.

He does not have any family relationship with any Director and/or major
shareholder of Ralco Corporation Berhad and has no conflict of interest with the
Company. He has not been convicted for any offences within the past 5 years
other than traffic offences. There were no public sanctions or penalties imposed
on him by any regulatory bodies during the financial year 2023.

Details of number of Board meetings attended by him during the financial year
are set out in page 34 of this Annual Report.

Mr. Tan Heng Ta was first appointed to the Board as Executive Director on 7
January 2011 and was subsequently appointed as the Managing Director of the
Company on 1 August 2011.

Mr. Tan is a successful businessman with diverse interests in property
development, plantation as well as trading. His diverse business interests have
provided him with a wide range of operational, technical, as well as marketing
knowledge and insight. He currently sits on the Board of a few private limited
companies and does not hold any directorship in any other public companies
and listed issuers.

Mr. Tan is a major shareholder of Ralco Corporation Berhad.

Save as disclosed herein, he does not have any family relationship with any
Director and/or major shareholder of Ralco Corporation Berhad. He has no
conflict of interest other than what has been disclosed in the item 19 of Notes
to the financial statements. He has not been convicted for any offences within
the past 5 years other than traffic offences. There were no public sanctions or
penalties imposed on him by any regulatory bodies during the financial year
2023.

Details of number of Board meetings attended by him during the financial year
are set out in page 34 of this Annual Report.
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Senior Independent
Non-Executive Director
Aged 53, Male, Malaysian

LAW DOUNG CHIN
Non-Independent
Non-Executive Director
Aged 53, Male, Malaysian
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Mr. Heng Chee Wei was appointed to the Board on 8 August 2001. He was
previously the Chief Executive Officer of Ralco Corporation Berhad on 1 July
2014, was re-designated as Non-Independent and Non-Executive Director with
effect from 30 June 2017 and was subsequently re-designated as Independent
Non-Executive Director with effect from 24 February 2020. On 10 February
2021, he was re-designated as Senior Independent Non-Executive Director. He
is a member of the Audit Committee, Remuneration Committee, Nomination
Committee and Risk Management Committee.

Mr. Heng is a member of the Malaysian Institute of Accountants. He obtained
the qualification of Australian Society of Certified Practicing Accountants
(ASCPA) in 1999. He holds a Bachelor of Commerce from University of
Southern Queensland, Australia. He was previously the Operations Director of
TNT Worldwide Express (M) Sdn. Bhd. He was a Senior Operations Manager
of Federal Express Services (M) Sdn. Bhd. from 1999 to 2009. He was the
Finance Manager of Sis Distribution (M) Sdn. Bhd. and was formerly a Senior
Associate with PricewaterhouseCoopers from 1996 to 1999. He does not hold
any directorship in other public companies and listed issuers.

He does not have any family relationship with any Director and/or major
shareholder of Ralco Corporation Berhad and has no conflict of interest with the
Company. He has not been convicted for any offences within the past 5 years
other than traffic offences. There were no public sanctions or penalties imposed
on him by any regulatory bodies during the financial year 2023.

Details of number of Board meetings attended by him during the financial year
are set out in page 34 of this Annual Report.

Mr. Law Doung Chin was appointed to the Board on 29 March 2011 as an
Independent Non-Executive Director. He was re-designated as Non-Independent
Non-Executive Director on 31 March 2023. He is the Chairman of the Risk
Management Committee and a member of the Nomination Committee and
Remuneration Committee.

Mr. Law has more than 10 years extensive and wide exposures and experiences
in accounting, financing and auditing and held several key manager positions
in auditing firm as well as in private limited companies which are involved in
operations in logging activities, hotel operating and property development. He
does not hold any directorship in other public companies and listed issuers.

He does not have any family relationship with any Director and/or major
shareholder of Ralco Corporation Berhad and has no conflict of interest with the
Company. He has not been convicted for any offences within the past 5 years
other than traffic offences. There were no public sanctions or penalties imposed
on him by any regulatory bodies during the financial year 2023.

Details of number of Board meetings attended by him during the financial year
are set out in page 34 of this Annual Report.

®
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DAMIEN LIM YAT SENG
Independent
Non-Executive Director
Aged 51, Male, Malaysian

LAU WAI CHING
Independent
Non-Executive Director
Aged 36, Female, Malaysian

Mr. Damien Lim Yat Seng was appointed to the Board on 21 March 2024. He
is the Chairman of the Audit Committee, Nomination Committee, Remuneration
Committee and a member of the Risk Management Committee.

Mr. Damien is a member of the Malaysian Institute of Accountants. He began
his career in one of the Big Six public accounting firms as an auditor in the early
90s. In his professional capacity, he has extensive experience in financial and
operational audits, fraud and financial mismanagement investigations in various
industries encompassing private limited companies, public listed companies,
both local and foreign entities. He is also an accomplished corporate trainer and
has provided training to numerous organisations including Petronas, Telekom
Malaysia, OCBC Bank, 10l Berhad, National Heart Institute, Pantai Medical
Group, Bank Negara Malaysia etc. He does not hold any directorship in other
public companies and listed issuers.

He does not have any family relationship with any Director and/or major
shareholder of Ralco Corporation Berhad and has no conflict of interest with the
Company. He has not been convicted for any offences within the past 5 years
other than traffic offences. There were no public sanctions or penalties imposed
on him by any regulatory bodies during the financial year 2023.

Details of number of Board meetings attended by him during the financial year
are set out in page 34 of this Annual Report.

Ms. Lau Wai Ching was appointed to the Board on 10 February 2021.
She was appointed as a member of the Audit Committee on 31 March 2023.

Ms. Lau holds a Bachelor of Accounting from UCSI University. She has more
than 10 years working experiences in various industries. She started her career
as an auditor in 2008. She previously worked in the healthcare industry for 7
years prior to moving to a MNC company in 2019.

She does not hold any directorship in other public companies and listed issuers.
She does not have any family relationship with any Director and/or major
shareholder of Ralco Corporation Berhad and has no conflict of interest with the
Company. She has not been convicted for any offences within the past 5 years
other than traffic offences. There were no public sanctions or penalties imposed
on her by any regulatory bodies during the financial year 2023.

Details of number of Board meetings attended by her during the financial year
are set out in page 34 of this Annual Report.
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SEET KIAN PARK
Chief Operating Officer
Aged 50, Male, Malaysian

Mr. Seet Kian Park joined Ralco Group as Chief Operating Officer on 15 March 2024. He is responsible for the day-to-day
operations of the company while supporting the commercial strategies.

Mr. Seet credentials include a BA in Business & Management from Middlesex University, England plus an MBA in
International Business with 25 years of exposure in Manufacturing and Plant Operations, FMGC and Commercial Strategies.

He does not hold any directorship in other public companies and listed issuers.

He does not have any family relationship with any Director and/or major shareholder of Ralco Corporation Berhad and has
no conflict of interest with the Company. He has not been convicted for any offences within the past 5 years other than
traffic offences. There were no public sanctions or penalties imposed on him by any regulatory bodies during the financial
year 2023.

TAN SERN SIONG
Chief Financial Officer
Aged 46, Male, Malaysian

Mr. Tan Sern Siong joined Ralco Group on 18 August 2023 as Chief Financial Officer.

Mr. Tan is a member of the Malaysian Institute of Accountants and CPA Australia. He has more than 23 years of experience
in finance, accounting, controlling and auditing mainly in manufacturing and energy industries.

He does not hold any directorship in other public companies and listed issuers.

He does not have any family relationship with any Director and/or major shareholder of Ralco Corporation Berhad and has
no conflict of interest with the Company. He has not been convicted for any offences within the past 5 years other than
traffic offences. There were no public sanctions or penalties imposed on him by any regulatory bodies during the financial
year 2023.
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FOR THE YEAR ENDED 31 DECEMBER 2023

2019 2020 2021 2022 2023
RM’000 RM’000 RM’000 RM’000 RM’000
INCOME STATEMENT
Gross Revenue 55,283 53,190 50,549 56,478 59,880
(Loss)/Profit Before Tax (4,293) 475 1,267 (927) (2,647)
(Loss)/Profit After Tax (2,542) 132 1,003 (1,090) (3,081)
BALANCE SHEET
Property, Plant and Equipment 54,605 52,964 53,268 54,222 58,240
Net Current (Liabilities)/Assets 6,912 9,410 10,854 9,461 11,428
Total Assets Employed 61,517 62,374 64,122 63,683 69,668
Shareholders’ Fund 40,525 42,043 43,046 41,956 43,119
Non-Current Liabilities 20,992 20,331 21,077 21,727 26,549
Total Funds Employed 61,517 62,374 64,123 63,683 69,668

PER RM 1 ORDINARY SHARE
(Loss)/Earnings Per Share (sen) (5.51) 0.28 1,97 (2.14) (6.07)

Net Tangible Assets Per Share (RM) 0.88 0.83 0.85 0.83 0.87
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MANAGEMENT DISCUSSION
& ANALYSIS

ON BEHALF OF THE BOARD OF DIRECTORS OF RALCO CORPORATION BERHAD, IT IS OUR PLEASURE
TO PRESENT TO YOU THE MANAGEMENT DISCUSSION AND ANALYSIS (“MDA”) ON THE GROUP. THE
OBJECTIVE OF THIS MDA IS TO PROVIDE SHAREHOLDERS WITH A BETTER UNDERSTANDING AND AN
OVERVIEW OF THE GROUP’S BUSINESS, OPERATIONS, FINANCIAL POSITION IN YEAR 2023 AND OUTLOOK
FOR THE YEAR 2024.

1. OVERVIEW

Ralco started 30 years ago as a small plastic manufacturer renting a small factory in Kajang, Selangor with one unit of
blow molding machine and three (3) sets of molds to manufacture medium and big size containers catering mainly for
both the local and Singapore markets. From its humble beginnings, it has over the years grown to be one of the key
plastic blow molding and injection molding manufacturer of industrial pails, jerrycans and parts in Malaysia.

Products

Our product lines comprise mainly Jerrycans (blow molding) and Pails (injection molding) in various sizes. Jerrycans
are widely used for the packing of liquid form of chemicals, medical products as well as for edible oils, while pails are
utilized predominantly for the packing of paints for both household and industrial use.

We have also continued to improve customized services such as designing, printing and labelling including heat
transfer, based on specific requirements from our customers.

Markets

The Group’s turnover is mainly contributed from domestic market and approximately 21% to 24% from other regional
markets.

Manufacturing Bases

Our Head Office and the main plant are located in the Nilai Industrial Estate, in the state of Negeri Sembilan. Our
factory at Nilai was built on a land measuring 4.51 acres with a total build-up area of approximately 141,000 sq. ft.
with a total workforce of approximately 217 people and more than 44 machines.

Ralco has another manufacturing plant which is strategically located in Skudai, the Southern State of Johor. The
Johor plant is a single storey detached factory cum 2-storey office annexe situated on approximately 44,000 sq. ft. of
industrial land with a build-up area of approximately 26,000 sqg. ft.

The Johor plant has a total workforce of approximately 33 employees and 12 units of blow molding machines. It
caters to the needs of our customers in the southern region of Malaysia and for our regional customers.

2. BUSINESS REVIEW

During the year under review, the Group’s revenue increased slightly as compared to the previous year. The increase
in revenue was mainly due to the higher sales delivery to the overseas customers and following the increased in raw
material prices.

The continued fluctuation of resin price has an impact on the performance of the Group as resin is the main cost
component for the manufacture of plastic products. This has posted a challenge to the management in adjusting the
selling price while negotiating with our existing customers.

Separately, the management has implemented action plans to minimize the impacts on the production workforce
which were caused by shortage of foreign workers. We have engaged with new credible vendors to supply the
contract workers for the long run. In addition, we have continued to offer competitive remuneration package and
improve the working environment. As a result, the Group has managed to improve the production capacity and
control the manpower costs.
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BUSINESS REVIEW cont’'d

To achieve higher productivity, the Group had invested approximately RM1.1 million in new machineries, upgrading
and material handling equipment i.e. Electric Forklifts during the financial year ended 2023.

The Group has been implementing strategies and action plans on competitive selling price with targeted profit margin
in order to improve the market share of our products. On the other hand, the management has managed to upgrade
the overall technical level of the workforce significantly through recruitment programme and scheduled training.
FINANCIAL REVIEW

Revenue

The Group’s revenue increased by RM3.4 million or 6.0% to RM59.9 million for the current financial year 2023 as
compared to RM56.5 million recorded in the previous year. The increase in revenue was mainly due to the reason
mentioned in business review above.

Cost of Sales

Total cost of sales of the Group for the current financial year was RM54.7million against RM50.6 million incurred in the
previous financial year. This was mainly due to significant increase in raw material costs.

Other Income

Other income reduced to RMO0.6 million for the financial year ended 31 December 2023 as compared to RM2.0
million recorded in the previous financial year. There was a one-off fee amounted to RM1.2 million charged to a
subsidiary company in the previous financial year for assistance provided in resolving a legal case.

Other Operating Expenses

In tandem with the increase in turnover, higher selling and distribution expenses was recorded for the current financial
year. The Group registered a decrease in administrative expenses in current financial year mainly due to the employee
turnover of senior and middle management.

Finance Costs

The financial cost of the Group decreased marginally to RMO0.8 million in the current financial year from RM0.9 million
in the previous financial year. This mainly due to certain machines purchased under installment plan were fully paid.

Taxation

The Group registered an increase in the income tax expense in the current financial year due to the under provision of
taxation for the previous financial year.

Profit after Tax

The Group posted a loss after taxation of RM3.1 million for the current financial year ended 31 December 2023 as
compared to a loss of RM1.1 million registered in the previous financial year. This was mainly due to the drop in gross
profit margin from 10.4% to 8.7% during the current financial year.

Liquidity and Capital Resources

The Group cash position stood at RM1.3 million as at 31 December 2023 as compared to RM2.1 million as at 31
December 2022.

The net cash generated from operating activities was RM1.5 million as compared to RM3.4 million generated in the
previous financial year. This was mainly due to business performance as mentioned above.
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4. DIVIDEND

No dividend has been proposed by the Board for the financial year ended 31 December 2023.

5. FUTURE OUTLOOK
The manufacturing and sale of industrial pails and jerrycans will still be the Group’s core business in year 2024.

The shortage of the resin supply coupled with the depreciation of Malaysian Ringgit will continue to add burden to the
costs of raw material and overall production. In addition, the ongoing wars between Russia and Ukraine and Middle
East will continue to cause a lot of uncertainty into the global demand of plastic products. In order to mitigate these
factors, the managment has deployed significant resources and prioritised the improvemnet on quality, productivity
and cost effectiveness in our short and mid term plans. We will also continue to develop revenue growth staregy and
strengthen the relationship with the key customers in order to achieve organic growth in the long run.

In conclusion, the Board of Directors maintain a cautious outlook for the Group’s performance in the coming financial
year 2024.
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COMMITMENT TO SUSTAINABILITY

Ralco Corporation Bhd and its subsidiaries (“Group”) are cognisant of the importance of sustainability in doing the
business. We are committed to develop and secure a sustainable future while maintaining an equitable balance between
the expectations of a wide range of stakeholders and continuing to create value for our shareholders. To ensure our
sustainability efforts are focused on issues that matter most to our stakeholders, we have categorised our commitment into
three (3) core pillars:

Economy Environment

Social

Creating Managing the Responsibility to
shareholders and impacts from stakeholders
business value business

Governance Structure

We do not have a Sustainability Committee at the Board level, however the Risk Management Committee (“RMC”)
has been taking up the role and responsibilities of the Sustainability Committee. The Group MD plays the role of Chief
Sustainability Officer (“CSQO”), reporting directly to the RMC on any sustainability matters. The RMC oversees the strategies,
policies, initiatives, targets and performance of the Group to ensure that the Group’s business is conducted in a sustainable
manner. The CSO is assisted by Risk Management Committee (“RMC”) which oversees the implementation of the
organisation’s sustainability approach. Each business unit has its own Risk Management and Sustainability Working Group
(“RMSWG”) which allows RMC to leverage existing initiatives to identify material sustainability matters in respect of our three
(8) core pillars concerning their respective business units, providing and collecting information, overseeing and ensuring
integration of sustainability management into their respective business processes.

Scope and Basis

This Sustainability Statement has been developed based on the Sustainability Reporting Guide. The guidelines look beyond
financial performance and corporate governance practices which are outlined in this annual report, to examine our non-
financial performance relating to our internal and external communities as well as the environment.

Stakeholders’ Engagement

We have been making progress and engaging with most of the stakeholders as indicated in the table below.

STAKEHOLDERS METHOD OF ENGAGEMENT STAKEHOLDERS’ CONCERN CORE PILLARS
Shareholder % Annual General Meeting «+ Business and financial performance | % Economy
Employees + On-going training “ Human resource management « Social
« Performance appraisal system | < Occupational health and safety
Customers « Direct engagement « Pricing « Economy
% Customer feedback < Delivery < Social
% Quality
Suppliers « Supplier meeting % Quality product < Economy
< Supplier survey < Cost efficiencies < Social
Government % Regulatory compliance + Regulatory disclosure « Environmental
< Accountability < Social
Communities « Meeting engagement with local | < Local employment % Social
communities < Environmental impact < Environmental
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COMMITMENT TO SUSTAINABILITY cont’d
Materiality Assessment

A Materiality Assessment is a stakeholder engagement exercise designed to gauge Ralco’s most noteworthy economic,
environmental and social impacts that may be important to stakeholders. The process helps us to identify, prioritise, validate
and review the most significant areas on the basis of their impact on the business and the importance of these areas from
stakeholders’ perspectives.

The materiality matrix table will show outcome of Ralco’s materiality assessment. Sustainability key matters have been rated
on a scale of low, medium and high for the significant Group’s Economic, Environmental and Social (“EES”) impacts and the
influence of stakeholder’s assessment and decisions.
» ECONOMIC
The Group’s business and operations have been experiencing a solid recovery after Covid-19 pandemic. The
management will continue to focus on improving productivity and enhancing market share. Further explanation of our

financial performance can be referred to the Management Discussion and Analysis section of this Annual Report.

The management will endeavour to create long-term value for our stakeholder and achieve sustainable business by
delivering quality products.

(i) Corporate Governance and Risk Management

In order to ensure sound corporate governance and ethical business conducts are being practiced across the
business operations, the Group has in place several policies with key notes as follows: -

Corporate Code of | This code of business conduct and principles serves to guide the operational standards
Conduct & Ethics | that all the employees of RALCO Group of Companies follow, irrespective of locations.
(“Code”) It complements the approach to corporate governance and corporate responsibility.

It prescribes values and principles that the Company commits to uphold to ensure that
business practices and dealings that the Company has relationships with, whether
internal or external are governed by honesty, integrity and respect.

Employees are required to act honestly and legally at all times;

To ensure confidentiality of the Group’s information;

To avoid any conducts that could risk or damage the Group’s reputation;

To avoid personal interest being ahead of the Group’s interest.

All applicable laws, rules and regulations must be adhered to accordingly.

Any conflict of interest must be avoided/ disclosed promptly.

Disclosure of confidential information to unauthorised personnel and insider
trading are strictly prohibited.

o) All employees must not engage in any fraudulent or dishonest activity.

0 Discrimination and harassment in workplace are prohibited.

O O OO O O0OOo

Anti-bribery and | The Group are committed to carry out business dealings with integrity, trustworthiness
Corruption Policy | and fairness. It avoids and discourage completely the practices of bribery and
(“ABCP”) corruption of all forms in the company’s daily operations. The Group has embraced a
Zero Tolerance approach against all forms of bribery and corruption and takes a strong
stance against such acts. Employees who refuse to pay or receive bribes or participate
in any acts of corruption will not be penalised even if such refusal may result in the
Company losing its business or not meeting its targets.

The Group’s Anti-Bribery and Anti-Corruption Policy (“this Policy”) leverages the core
principles set out in the Group’s Code of Business Conduct. The scenarios provided
within this Policy do not limit the boundaries of the Policy which may be extended to
cover all circumstances relating to bribery. Compliance to the Policy is mandatory and
will be monitored.
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(i) Corporate Governance and Risk Management cont’'d

Whistle Blowing | Whistle Blowing Policy adopted by the Group is a specific means by which any
Policy Employees or Stakeholders (i.e. shareholders/customers/suppliers) can report or
disclose through established channels, genuine concerns about unethical behaviour,
malpractices, illegal acts or failure to comply with regulatory requirements (“reportable
misconduct”) that is taking place/has taken place/may take place in the future; of which
they become aware and to provide protection for the party, who report allegations of
such malpractice/misconduct/ wrongdoings.

In case reporting to the management is a concern, then the concerns can be reported
directly to the Chairman of Audit Committee.

Name: Heng Chee Wei

Email: freddie3688@yahoo.com

The Code, ABCP and Whistle Blowing Policy are available for viewing on our website at www.ralco.net.

During the financial year 2023, no employees had been disciplined or dismissed, no contracts with suppliers or
customers being terminated, nor have any public cases been brought against Ralco and its employees due to
non-compliance with our Code, ABCP and/or any laws and regulations.

Risk Management Committee conducted risk assessment on an annual basis to identify and mitigate significant
risks that are affecting our business operations. Our Committee is overseeing the risk management process
of the Group in order to safeguard the interest of our various stakeholders. The details are discussed in the
Statement on Risk Management and Internal Control in this Annual Report.

(i) Quality Assurance
As a manufacturer of Jerrycans and Pails, Ralco placed upmost emphasis and commitment to deliver
quality products to our customers. We apply stringent operating standards and quality controls in our quality

management system in our business operations. In achieving the highest quality standards of products and
services, we have been accredited to ISO 9001 : 2015 by SIRIM QAS International Sdn Bhd.
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The Group is mindful of the impact that its expanding operations can have on the environment and seeks to reduce
the impact through effective and efficient management of resources including effluent and waste management
practices.

(i)

(ii)

(iii)

Waste Disposal

As a manufacturer, Ralco recognises its duty and responsibility in managing waste and effluent. We embed
sustainability practices into our business processes to operate more efficiently and work towards minimising
waste and effluent to the best of our ability. We ensure waste is disposed safely and recycled in compliance
with the required regulations.

We have standard operating procedures to store and dispose scheduled wastes which are toxic and dangerous
according to the Department of Environment (“DOE”) requirements. Without proper and effective management
control, it can lead to serious environmental pollution which has long-term effect on human health and damage
to the environmental ecosystem. Currently, we manage our scheduled wastes by sending it to licensed
collectors to ensure our scheduled wastes undergo proper recovery, recycling and disposal process. Our
scheduled waste management process is managed by our own competent employees.

FY 2023 FY 2022 FY 2021
Schedule Waste Generated 0 Mts 5.5 Mts 4.9 Mts
General Waste 125 Mts 10.5 Mts 9.8 Mts

Energy Management

Conservation of resources is an important priority for manufacturing business. We made conscious effort in
improving our manufacturing processes and are continuously working towards reducing the use of energy
throughout the division. We have invested in servo systems in some production machines to reduce energy
consumption. In addition, halogen lights were replaced with LED lighting which consumes lower energy and
replacing Diesel/Petrol/LP Gas (fossil fuel) forklifts with Electric forklifts.

The Group has also invested in a solar PV Retrofitted Grid Connected System in year 2017 with the objective to
contribute to climate change mitigation by reducing GHG emission into the atmosphere.

FY 2023
338,727

FY 2022
367,272

FY 2021
359,064

Solar power generated (kWh)

Occupational Safety and Health

The Management views occupational safety and health at work environment for employees with utmost
importance. Various actions are implemented to ensure workplace safety, such as:

° Enforcement of Safety and Health Policies and any regulation under Occupational Safety and Health Act
(OSHA) 1994 and Factories and Machinery Act (FMA) 1967 to ensure safety guidance compliance:
Frequent inspection and safety walkabout for detection of unsafe act and unsafe conditions;

o Liaise with Department of Occupational Safety and Health for Safety Audit and Inspection especially to
renew Machine Certificates (Lift Hoist, Overhead Crane and Air Receiver tank);

Requirement for sourcing experience contractors for maintenance work and Permit to work;
Conduct job orientation and safety induction for new hired machine operators and conduct continuous on
job training for new and existing operators.

° Conducting Hazard Identification, Risk Assessment and Risk Control (HIRARC) for Standard Operating
Procedure for all Job Scope;
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ENVIRONMENT cont'd

(iii)

Occupational Safety and Health cont’d

There is a Safety Officer which reports to the General Manager responsible for promoting safety measures
adherence, identifying safety hazards and recommending corrective actions. The Group is conscious of the
need to continuously improve, promote and implement safety and health culture to the employees. The Group’s
target is to work towards zero accidents and zero fatalities. Below is the statistic of accidents recorded for the
year.

Description FY 2023 FY 2022 FY 2021
Minor Injury < 5 days 0 6 6
Major Injury > 5 days (report to JKKP6) 2 1 1
Total no. of accident case 2 7 7

SOCIAL SUSTAINABILITY

(i)

(ii)

Employee Health and Safety - COVID-19
The Group has been enforcing the Kementerian Kesihatan Malaysia (“KKM”) guidelines, as follow:

° Daily checking and recording of body temperature at factory entrance;

Provide hand sanitizer, fogging smoke machine and face masks in all Department, and mandatory wearing
face mask in common area and during office hour;

Sanitation and cleaning everyday and antigen testing bi-weekly;

Social distancing of minimum 1 meter;

Air ventilation in meeting room and sanitise before and after meeting; and

Provide free vaccination and PCR tests to all employees

The Group will continue to adhere and comply with SOP implemented internally and the guidelines from KKM.
Training and Education

We believe that our people are driving force of our business, thus, we put significant attention into workplace
that improve the performance of people. The Group sponsored the participation of our skilled employees
and managerial staff to seminars and workshops to enhance their technical competency and to promote skill
development. The Group also provides various in-house job-related training to employees focusing mainly on
productivity and respective fields of expertise to strengthen their skills set and knowledge in areas related to
the Group’s operations. The Group also showed its concern for the well-being of society by reaching out to
the under-privileged group by providing job opportunity to the disabled personnel. We also provide internship
programs for students from local institutions of higher learning.

Moving forward, our talent management strategy aims to polish our employees’ knowledge and skills gaps
with necessary on job trainings. We belief these initiatives will provide our employees to develop their career in
company.
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(ii)

Training and Education cont’d

The seminars and trainings, includes virtual or webinar sessions attended by the employees of the Group during

the year:
No. Date Seminar/Training Programs
1 25 Sep 2023 5S at QA Keeping Area
2 29 Sep 2023 Accident at Johor Bahru Factory
3 05 May 2023 Biovista Lifescience Sdn. Bhd. (Red Cap)
4 05 May 2023 Company Quality Policy
5 15 Jun 2023 Cause & Effect of Hole at Bottom
6 08 Aug 2023 Code of Conduct Training (Disciplinary Management)
7 20 Feb 2023 Delivery & Loading Arrangement
8 15 Nov 2023 ESG Training
9 19 Jan 2023 Good Receive from Production
10 21 Feb 2023 Goods Delivery for Lorry Driver
11 15 May 2023 Housekeeping
12 03 Jul 2023 Induction Training for New Joiner & Safety Training
13 24 Aug 2023 Induction Training for New Joiner, Safety Training & Disciplinary Management
14 27 Apr 2023 Issuing Material to Production
15 26 Aug 2023 Latihan Kesedaran Awam Bersama Bomba
16 27 Apr 2023 Material Master Batch Receiving from Supplier
17 10 Mar 2023 Medical & Food Products Arrangement
18 27 Sep 2023 Metal Handle for Nippon Paint
19 12 Jun 2023 PCI Leak at Bottom Joint Line
20 18 May 2023 Penambahan Pemeriksaan Lori
21 25 Feb 2023 Preparation of Caps & Insert for Delivery
22 11 May 2023 Product Knowledge
23 08 Feb 2023 Production Process Training (5L / 10L Medical B.Braun)
24 26 Sep 2023 Return Sample Verification
25 24 May 2023 Risk Management and Sections 17A MACC Act 2009
26 14 Jun 2023 RP Cap Seal Break
27 05 Sep 2023 Safety During Working in Warehouse
28 22 Mar 2023 Safety for Lorry Driver
29 28 Oct 2023 Safety in Handling Forklift Truck
30 24 Jul 2023 Seminar Keselamatan Kebakaran Tahun 2023
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(i) Training and Education cont'd

Cont’d

No. Date Seminar/Training Programs

31 10 Oct 2023 SIVA Recruitment Centre Training

32 22 Mar 2023 Taklimat Pemahaman Akta Wang Tidak Dituntut 1965
33 13 Jun 2023 Topaz Leak at Joint

34 21 Aug 2023 Train the Trainer

35 04 Apr 2023 Wrong Caps Delivered to Customer

(iii) Workforce Diversity and Inclusion

The Group believes the values of equality. All recruitment and employments are strictly based on the
competency of the candidates. The Group does not practice any form of gender, ethnicity and/or age
discrimination, and all candidates are given fair and equal opportunity. Display below the distribution of our
workforce demographic:
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(iv) Compliance to Minimum Wage
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The Group complies to the minimum wages, i.e. RM1,500 per month under the Minimum Wage Order 2022
that effective since 1 May 2022. This is to ensure that the low-income groups are able to attain minimum
acceptable living standards and elevation from poverty. In Ralco, we-offered more than the minimum wage to
attract workers and retain skill workers.
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Indicator Measureme!

Bursa (Anti-corruption)

Bursa C1(a) Percentage of employees who have received training on anti-corruption by employee category

Management Percentage 0.00 75.00 76.00
Executive Percentage 20.00 20.00 31.00
Non-executive/Technical Staff Percentage 3.00 5.00 5.00
Bursa C1(b) Percentage of operations assessed for corruption-related risks Percentage 0.00 0.00 0.00
Bursa C1(c) Confirmed incidents of corruption and action taken Number 0 0 0

Bursa (Community/Society)

Bursa C2(a) Total amount invested in the community where the target beneficiaries are external to the listed issuer MYR 525.00 0.00 10,000.00
Bursa C2(b) Total number of beneficiaries of the investment in communities Number 1 0 1
Bursa (Diversity)

Bursa C3(a) Percentage of employees by gender and age group, for each employee category

Age Group by Employee Category

Management Under 30 Percentage 0.00 0.00 1.00
Management Between 30-50 Percentage 1.00 3.00 3.00
Management Above 50 Percentage 1.00 1.00 2.00
Executive Under 30 Percentage 0.00 2.00 3.00
Executive Between 30-50 Percentage 6.00 6.00 5.00
Executive Above 50 Percentage 4.00 3.00 3.00
Non-executive/Technical Staff Under 30 Percentage 20.00 28.00 41.00
Non-executive/Technical Staff Between 30-50 Percentage 56.00 49.00 36.00
Non-executive/Technical Staff Above 50 Percentage 12.00 8.00 6.00

Gender Group by Employee Category

Management Male Percentage 3.00 3.00 4.00
Management Female Percentage 0.00 1.00 1.00
Executive Male Percentage 4.00 7.00 8.00
Executive Female Percentage 4.00 4.00 4.00
Non-executive/Technical Staff Male Percentage 80.00 74.00 68.00
Non-executive/Technical Staff Female Percentage 9.00 11.00 15.00

Bursa C3(b) Percentage of directors by gender and age group

Male Percentage 88.00 84.00 80.00
Female Percentage 12.00 16.00 20.00
Under 30 Percentage 18.00 31.00 44.00
Between 30-50 Percentage 66.00 57.00 45.00
Above 50 Percentage 16.00 12.00 11.00

Bursa (Energy management)

Bursa C4(a) Total enerqy consumption Megawatt 9,592.00 9,641.72 11,491.00
Bursa (Health and safety)

Bursa C5(a) Number of work-related fatalities Number 0 0 0
Bursa C5(b) Lost time incident rate ("LTIR") Rate 0.00 0.00 0.00
Bursa C5(c) Number of emplovees trained on health and safety standards Number 47 30 142

Bursa (Labour practices and standards)

Bursa C6(a) Total hours of training by employee category

Management Hours 24 72 137
Executive Hours 220 98 266
Non-executive/Technical Staff Hours 701 236 722
Bursa C6(b) Percentage of employees that are contractors or temporary staff Percentage 17.00 39.00 10.00

Bursa C6(c) Total number of employee turnover by employee category

Management Number - 1 15
Executive Number - 0 14
Non-executive/Technical Staff Number - 5 17
Bursa C6(d) Number of substantiated complaints concerning human rights violations Number 0 0 0

Bursa (Supply chain management)
Bursa C7(a) Proportion of spending on local suppliers Percentage 84.00 85.00 86.00

Bursa (Data privacy and security)

Bursa C8(a) Number of substantiated complaints concernina breaches of customer privacy and losses of customer data Number 0 0 0
Bursa (Water)
Bursa C9(a) Total volume of water used Megalitres 23.600000 19.300000 27.000000

Internal assurance External assurance No assurance (*)Restated
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The objective of the Audit Committee is to assist the Board in fulfilling its fiduciary responsibilities relating to internal
control, providing oversight of the financial reporting process, scrutinises all quarterly results and annual statutory
financial statements of the Group prior to official release to regulatory authorities and shareholders. The Audit Committee
will endeavour to adopt various practices aimed at maintaining appropriate standards of responsibility, integrity and
accountability to the shareholders of the Company.

1.

COMPOSITION AND SUMMARY OF ATTENDANCE

All three (8) members of the Audit Committee were Independent Non-Executive Directors during the financial year
ended 31 December 2023. On 31 March 2023, Mr. Law Doung Chin was re-designated as Non-Independent Non-
Executive Director and resigned as a Member of the Audit Committee. He was replaced by Ms. Lau Wai Ching, an
Independent Non-Executive Director, who was appointed as a Member of the Audit Committee on 31 March 2023.

On 21 March 2024, Mr. Ang Seng Wong resigned as Chairman of the Audit Committee and Independent Non-
Executive Director. His roles were replaced by Mr. Damien Lim Yat Seng on 21 March 2024.

The Audit Committee conducted five (5) meetings during the financial year. The composition and details of the
attendance of the Audit Committee members are set out as follows:

Number of
Name of Members Designation Meetings Attended
Damien Lim Yat Seng | Chairman — Independent Non-Executive Director -
(Appointed on 21 March 2024)
Heng Chee Wei Member — Senior Independent Non-Executive Director 5/5
Lau Wai Ching Member - Independent Non-Executive Director 4/4
(Appointed on 31 March 2023)
Law Doung Chin Member — Non-Independent Non-Executive Director (“NINE”) 11
(Re-designated as NINE on 31 March 2023 and resigned from
the Audit Committee on 31 March 2023)
Ang Seng Wong Chairman - Independent Non-Executive Director 5/5
(Resigned on 21 March 2024)

The Audit Committee comprises (3) three members all of whom are Independent Non-Executive Directors, and no
alternate director has been appointed as a member of the Audit Committee. Mr. Heng Chee Wei and Mr. Damien Lim
Yat Seng are members of the Malaysian Institute of Accountants. In this respect, the Company is in compliance with
Paragraph 15.09(1)(c)(i) of the MMLR of Bursa Securities.

SUMMARY OF THE WORKS DURING THE FINANCIAL YEAR

The works carried out by the Audit Committee in discharging its duties and functions with respect to their
responsibilities during the financial year are summarised as follows:

Financial Reporting

The Audit Committee reviewed the quarterly and annual financial statements required by Bursa Securities with the
management team prior to making recommendation for the Board’s approval. The review focused on changes in
accounting policies and practices, major judgmental and risk areas, significant adjustments resulting from the
audit, the going concern assumption, compliance with accounting standards, compliance with the MMLR of Bursa
Securities and other legal requirements.
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In reviewing the annual financial results of the Group, the Audit Committee communicated with the external auditors,
Messrs. RSM Malaysia PLT (“RSM”) with particular focus on significant matters highlighted including financial reporting
issues, significant judgements made by Management, significant and unusual events or transactions, and how these
matters are addressed; and compliance with the applicable approved accounting/auditing standards in Malaysia and
other legal and regulatory requirements.

The Audit Committee keeps itself apprise of changes in accounting policies and guidelines through regular updates by
the external auditors.

External Audit

The Audit Committee discussed with the external auditors the audit plan and scope of work for the Group, and the
report on the audit of the year-end financial statements; reviewed audit findings and reservations arising from the
audits, significant accounting issues and any matter the external auditors may wish to discuss.

In addition, the Audit Committee reviewed and evaluated RSM’s audit plan for the financial year ended 31 December
2028. RSM’s audit plan covered its engagement team, concept of materiality, independence and objectivity, and the
areas of audit emphasis. The Audit Committee also reviewed key audit issues raised by RSM from its Audit Planning
Memorandum including Management'’s responses/actions taken on the resolution of such issues.

Besides, the Audit Committee has assessed the independence, objectivity and suitability of RSM prior to the
recommendation of re-appointment of RSM. Based on the assessment, the Audit Committee is satisfied that there is
no conflict of interest situation.

The Audit Committee is of the opinion that the auditors’ independence has not been compromised based on the
confirmation provided by the external auditors.

Internal Audit

The Audit Committee reviewed with the internal auditor the enterprise risk management review and to monitor/follow-
up on remedial action; reviewed the corrective actions taken by Management in addressing and resolving issues as
well as ensuring that all key issues were adequately addressed on timely basis; and ensured the adequacy of the
independence, competency and resource sufficiency of the internal audit function.

Related Party Transactions

The Audit Committee reviewed the potential related party transactions and any conflict of interest situation that may
arise within the Company or Group including any transaction, procedure or course of conduct that raises questions of
Management’s integrity.

Others

The Audit Committee has full access to and co-operation of Management. The Audit Committee also has full
discretion to invite any director or executive officer to attend its meetings, and has been given adequate resources to
discharge its functions. The Audit Committee had met with the external auditors without the presence of Management
during the financial year.

The Audit Committee has reviewed the Statement on Risk Management and Internal Control and Audit Committee
Report in accordance with the MMLR of Bursa Securities and Statement on Risk Management and Internal Control —
Guidelines for Directors of Listed Issuer, for inclusion into the Annual Report.
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TERMS OF REFERENCE OF AUDIT COMMITTEE

The Audit Committee reviewed the Terms of Reference of the Audit Committee during the financial year to ensure that
the terms of reference were in line with the MCCG and MMLR.

The full details of the Terms of Reference of the Audit Committee are published on the Company’s website at
www.ralco.net.

INTERNAL AUDIT FUNCTION

The Group has set up an in-house internal audit function since the financial year 2017 and it is independent from
the day-to-day operations of the Group. The internal auditor, Mr. Ken Teh Kian Lang, is an MIA member with more
than 20 years of internal audit work experience and an associate member with the Institute of Internal Auditors.
The duties of the internal auditor are performed with professional care and without prejudice and provides the Audit
Committee and the Board with an assurance and independent assessment in respect of the adequacy, efficiency and
effectiveness of the risk management practices and system of internal control.

The internal auditor reports directly to the Audit Committee and has principal responsibilities to undertake
independent reviews of the internal control system, which includes the following:

(i) reviewing and appraising the adequacy, integrity and effectiveness of the current system of internal control of
the Group.

(i)  performing risk assessment of the Group to identify and evaluate the principal risk factors and ensuring the
implementation of appropriate internal control processes and procedures to mitigate these risks.

(i)  allocating adequate audit resources, in accordance with the internal audit plan approved by the Audit
Committee, to carry out internal audits on key operations of the Group so as to provide the Board with an
effective and efficient audit coverage.

During the financial year, the internal auditor has undertaken the following activities:

- Conducted follow-up audits on Risk Management to ensure that the corrective actions on reported weaknesses
were taken within the required timeframes were implemented appropriately by the relevant management
members;

- Attended the Audit Committee and Risk Management Committee Meetings and tabled and discussed on the
results of the follow-up Audit on Risk Management; and

- Briefed the Audit Committee on the compliance readiness with the Malaysian Anti-Corruption Commission
(“MACC”) Section 17A.

The relevant Management members were made responsible for ensuring that the appropriate corrective actions were
taken.

The cost incurred for the internal audit function in respect of the financial year ended 31 December 2023 was
RM52,316.

Further details of the Internal Audit Function are set out in the Statement on Risk Management and Internal Control on
pages 42 to 43 of this Annual Report.
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CORPORATE GOVERNANCE OVERVIEW STATEMENT

The Board of Directors of Ralco Corporation Berhad (“the Board”) continues to recognise the importance of practising
good corporate governance to direct the businesses of the Company and its subsidiaries (together as “the Group”) towards
enhancing business and long-term value for its shareholders. It remains committed to ensure that the highest standards
of accountability and transparency are practised throughout the Group as the underlying principle in discharging its
responsibilities.

The Board presents this statement to provide shareholders and investors with an overview of the corporate governance
practices of the Company under the leadership of the Board during the financial year 2023. This overview takes guidance
from the key corporate governance principles as set out in the Malaysian Code on Corporate Governance 2021 (“MCCG
2021").

This statement is prepared in compliance with the Main Market Listing Requirements (“MMLR”) of Bursa Malaysia Securities
Berhad (“Bursa Securities”) and it is to be read together with the Corporate Governance Report (“CG Report”) of the
Company which is available at the Company’s website at www.ralco.net

The CG Report provides the details on how the Company has applied each Practice as set out in the MCCG 2021 during
the financial year 2023.

Principle A- Board leadership and effectiveness
1.1 Board Responsibilities

The Board is responsible for formulating and reviewing the strategic plans and key policies of the Company, and
charting the course of the Group’s business operations whilst providing effective oversight of Management’s
performance, risk assessment, controls and integration of sustainability considerations over business operations.
The Board delegates and confers some of its authorities and discretion on the Chairman, Managing Director, and
Management as well as on properly constituted Board Committees comprising exclusively Non-Executive Directors.

All members of the Board are aware of their responsibilities to take decision objectively which promote the success of
the Group for the benefits of the shareholders and other stakeholders. The roles and responsibilities of the Board are
clearly set out in the Board Charter which is available on the Company’s website.

The positions of the Chairman and the Managing Director are held by two different individuals. The Chairman of the
Board is Dato’ Chong Kim Fatt, an Independent Non-Executive Director whilst the Managing Director is Mr. Tan Heng
Ta.

There is a clear division of responsibilities between the Chairman of the Board and the Managing Director. The
Chairman ensures the smooth and effective functioning of the Board, leads strategic planning at the Board level
and instilling good corporate governance practices. The Managing Director is responsible for executing the vision
and strategic direction of the Group determined by the Board. The Managing Director is assisted by the General
Manager for implementing the policies and decisions of the Board. The Managing Director is primarily accountable for
overseeing the day-to-day operations of the Group to ensure the effective running of the Group.

The Board Committees are made up of Risk Management Committee, Audit Committee, Nomination Committee
and Remuneration Committee; and are entrusted with specific responsibilities to oversee the Group’s affairs, with
authority to act on behalf of the Board in accordance with their respective Terms of Reference. The Chairman of
the relevant Board Committees report to the Board on key issues deliberated by the Board Committees at their
respective meetings. The ultimate responsibilities for decision making, however, lies with the Board.

The Chairman of the Board, Dato’ Chong Kim Fatt, is not a member of the Risk Management Committee, Audit
Committee, Nomination Committee or Remuneration Committee.
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Principle A- Board leadership and effectiveness cont’d

1.1

1.2

Board Responsibilities cont’d

The Board together with management takes responsibility for the governance of sustainability in the company
including setting the company’s sustainability strategies priorities and targets. The Board takes into account
sustainability considerations when exercising its duties including amongst others the development and implementation
of company strategies, business plans, major plans of action and risk management. The Board takes appropriate
action to ensure they stay abreast with and understand the sustainability issues relevant to the company and its
business, including climate-related risks and opportunities and will include a review of the performance of the Board
and senior management in addressing the company’s material sustainability risks and opportunities.

The Board has identified Mr. Tan Heng Ta as the designated person within management, to provide dedicated focus
to manage sustainability strategically, including the integration of sustainability considerations in the operations of the
company.

The following are the Board’s principal roles and responsibilities in discharging its leadership function and fiduciary
duties towards meeting the goals and objective of the Group:-

Business plan and budget;

Capital Management and investment policies;
Authority limits/levels;

Risk Management policies;

Declaration of Dividends;

Business Continuity Plan;

Issuance of new Securities;

Business restructuring;

Expenditure above a certain limit; and

0. Material acquisitions and disposition of assets.

S OONOD AN

During the financial year under review, the Board, in addition to the above matters, has updated the Conflict of
Interest Policy. The Board reviewed and revised the Board Charter, Terms of Reference of the AC to align with the
amendments of the MMLR of Bursa Securities.

Looking ahead to 2024, the priorities of the Board will be in the following areas:-

1. To implement/updating the policies and procedures on anti-corruption with the provisions of Section 17A of the
Malaysian Anti-Corruption Commission Act 2009 and other regulatory updates, if any;

2. Tointegrate sustainability matters into the strategies of the Group;

3. To continue to leverage on technology to broaden its channel of dissemination of information and to enhance
the quality of engagement with the shareholders; and

4. To source suitable female directors to achieve 30% female directors by year 2025.

Qualified and competent company secretaries

In performing their duties, all Directors have access to the advice and services of two (2) suitably qualified Company
Secretaries. The Company Secretaries have been providing guidance to the Board, particularly on corporate
governance issues and compliance with relevant policies and procedures, rules and regulatory requirements and
ensure good information flow within the Board, Board Committees and Management. The Company Secretary
attends all meetings of the Board and Board Committees and guides the Directors on the requirements encapsulated
in the Company’s Constitution and legislative promulgations such as the Companies Act 2016, MMLR, etc. The
Company Secretary shall continue to guide the Directors on the requirements to be observed arising from new
regulations and guidelines issued by the authorities.

@
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1.3

1.4

1.5

Access to information and Advice

All Directors may seek independent professional advice at the Company’s expense on specific issues to enable them
to discharge their duties, where necessary.

Board Meetings for the ensuing year are scheduled in advance before the end of the current financial year so that the
Directors are able to plan ahead and full attendance at Board Meeting.

The notice of agenda together with minutes of the previous meeting and other relevant information will be circulated
to the Board at least five (5) days before the meetings. This is to ensure that all Directors have sufficient time to obtain
further explanation, where necessary, in order to be fully informed of the matters to be discussed during the meeting.
The Board papers contain all relevant information and reports on financial, operational, corporate, regulatory, market
developments and minutes of meetings. These documents are comprehensive and include qualitative and quantitative
information to enable the Board members to make informed decisions.

The Company Secretaries are entrusted to record the Board'’s deliberations, in terms of issues discussed, ensures
that the deliberations at Board and Board Committee meetings are documented, and subsequently communicated
to Management for appropriate actions. The minutes of the previous Board and Board Committee meetings are
distributed to the Directors/Committees prior to the meeting for their perusal before confirmation of the minutes at the
commencement of the following Board meeting. To facilitate productive and meaningful deliberations, the Directors
will comment or request for clarification before the minutes are tabled for confirmation as a correct record of the
proceedings of the meeting. Management provides Directors with complete and timely information prior to meetings
and on-going basis to enable them making informed decisions.

Board Charter

In discharging its duties, the Board is constantly mindful of the need to safeguard the interests of the Group’s
stakeholders. In order to facilitate the effective discharge of its duties, the Board is guided by the Board Charter which
was reviewed and revised by the Board and the same has been published on the Company’s website.

The Board Charter serves to ensure that all Board members acting on the Group’s behalf are aware of their
expanding roles and responsibilities. It sets out the strategic intent and specific responsibilities to be discharged by
the Board members collectively and individually. It also regulates on how the Board conducts business in accordance
with the Corporate Governance principles.

The Board will continue to review the Board Charter periodically to ensure that it is updated in accordance with
the needs of the Company and any new regulations that may have impact on the discharge of the Board’s
responsibilities.

The Board Charter is available on the Group’s website at www.ralco.net.
Formalised ethical standards through Code of Conduct
The Group is committed to achieving and monitoring high standards pertaining to behaviour at work.

The Board is guided by the Company’s Code of Conduct & Principles (“Code of Conduct”) and Anti-Bribery and
Anti-Corruption Policy in discharging its oversight role effectively. The Code of Conduct requires all Directors and
Management to observe high ethical business standards, honesty and integrity and to apply these values to all
aspects of the Groups’ business and professional practice and act in good faith in the best interest of the Company
and its shareholders. A summary of the Code of Conduct is available on the Group’s website at www.ralco.net.

In addition, all employees are encouraged to report genuine concerns about unethical behaviour or malpractices. Any
such concern should be raised with senior management, and an appropriate action will be taken by the Company.
If for any reason, it is believed that this is not possible or appropriate, then the concern should be reported to the
Senior Independent Non-Executive Director of the Company.



Annual Report
2023

CORPORATE GOVERNANCE OVERVIEW STATEMENT

Cont’d

Principle A- Board leadership and effectiveness cont’d
1.6 Whistle Blowing Policy

The Group has developed a Whistle-blowing Policy (“the Policy”) to enable employees and any other persons to report
instances of unethical behaviour, actual or suspected fraud and/or abuse within the Company. This policy has been
disseminated throughout the organisation with briefing by the Human Resources Department on its use by employees.

The Policy facilitates an open and transparent corporate culture within the organisation, promoting accountability
and enabling the Group to respond nimbly to changes in environment. It also serves to encourage and provide an
alternative means for employees and any other persons (“Reporting Persons”) to raise a concern outside the normal
reporting channels. Such good faith reporting must not be made recklessly, maliciously, and/or for personal gain. The
Policy has been disseminated to all staff and is available on the Group’s website at www.ralco.net.

Any party who has reasonable belief that there is serious malpractice relating to any matter disclosed, may direct
such complaint and report to the Managing Director of the Company or General Manager of the Company or
Chairman of Audit Committee in writing. Management will ensure that any employee of the Company who raises a
genuine complaint in good faith shall not be penalised for such disclosure and the identity of such complainant shall
be kept confidential.

2. Composition of the Board

The Board comprised six (6) members, of whom four (4) are Independent Non-Executive Directors, one (1) Non-
Independent Non-Executive Director and one (1) Managing Director during the financial year 31 December 2023.

The four (4) Independent Non-Executive Directors fulfilled the criteria of independence as defined in the MMLR. The
Board composition has met the requirements in the MMLR and the MCCG 2021 as at least half of its members
are Independent Directors. The Board members are persons of high calibre and integrity, and provide a wealth of
knowledge, experience and skills in the key areas of accountancy, business operations and development, finance and
risk management, amongst others.

The size and composition of the Board are reviewed by the Nomination Committee annually, to determine if the
Board has the right size and sufficient diversity with independence elements that fit the Company’s objectives. The
Nomination Committee also aims to maintain a diversity of gender, expertise, skills, ethnicity and attributes among
the Directors, so as to form a quality Board that can contribute to more robust decision making and thereby, increase
governance and shareholders value.

The Board acknowledges the importance of diversity in boardroom and senior management and has set a target of
30% female directors to be achieved by 2025. The Group strictly adhered to the practice of non-discrimination of any
form, whether based on race, age, religion and gender throughout the organisation, which included the selection of
Board members.

Based on the review of the Board composition, there is one (1) female director on the Board of the Company during
the financial year 31 December 2023, namely Ms. Lau Wai Ching. The Nomination Committee has been tasked to
consider the female representation when a vacancy arises and/or suitable candidates are identified. The Nomination
Committee will take steps to ensure that women candidates are sought as part of its recruitment exercise in order
to achieve the optimum size with the right diversity. As such, this pursuit will continue to be a priority on the Board
agenda in year 2024 and the Company will endeavour to achieve 30% female directors by 2025.

The appointment of a new Board member will not be guided solely by gender but will also take into account the
skills-set, experience and knowledge of the candidate. The Company’s prime responsibility in new appointments is
always to select the best candidates available. Hence, the normal selection criteria based on an effective blend of
competencies, skills, extensive experience and knowledge to strengthen the Board remains a priority.

Hence, the normal selection criteria based on an effective blend of competencies, skills, extensive experience and
knowledge to strengthen the Board remains a priority.

On 21 March 2024, Mr. Ang Seng Wong resigned as an Independent Non-Executive Director of the Company and
Mr. Damien Lim Yat Seng is appointed in place of Mr. Ang Seng Wong.
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2.1 Nomination Committee

The Nomination Committee comprises wholly Non-Executive Directors of which majority are Independent Directors.

A summary of key activities undertaken by the Nomination Committee in discharging its duties during the financial

year are set out below:-

° Assessed the contribution of each individual Director;

° Reviewed the Board structure, size, composition, financial literacy, training needs and the balance between
Executive Directors, Non-Executive Directors and Independent Directors to ensure that the Board has the
appropriate mix of skills and experience including core competencies which Directors should bring to the Board
and other qualities to function effectively and efficiently;

° Reviewed the independence of Independent Directors;

° Reviewed and assessed the performance and effectiveness of the Board as a whole and Board Committees;

° Reviewed the profile of nominated Director and recommended to the Board the appointment of the said
Director;

° Discussed the annual retirement by rotation and re-election of Directors at the forthcoming Annual General
Meeting (“AGM”) and recommended the same for re-election by the shareholders; and

° Reviewed the performance of the Chief Financial Officer (“CFO”).

2.2 Board appointment process

The Nomination Committee is responsible for identifying and recommending suitable candidates for Board
membership and also for assessing the performance of the Directors on an ongoing basis and in accordance with
the Company’s Fit and Proper standards in the Board Charter. The Board will have the ultimate responsibility and final
decision on the appointment. This process shall ensure that the Board membership accurately reflects the long-term
strategic direction and needs of the Company and determine skills matrix to support strategic direction and needs of
the Company.

Management shall then engage broadly to develop a pool of interested potential candidates meeting the skills,
expertise, personal qualities and diversity requirements for both the Board and the Committee appointments. Other
than the recommendation of the Management, existing board member and major shareholder, the Nomination
Committee shall consider other approaches and sources i.e. sourcing from a directors’ registry, open advertisements
or use of independent search firms to identify the most suitable candidates.

The Nomination Committee evaluates and matches the criteria of the candidate, and will consider diversity, including
gender and ethnicity (cultural background), where appropriate, and recommends to the Board for appointment.

In making the selection, the Board adopted a Fit & Proper Policy and is assisted by the Nomination Committee to
consider the following aspects:-

° Probity, personal integrity, financial integrity and reputation — the person must have the personal qualities such
as honesty, integrity, diligence and independence of mind and fairness.

° Competence and capability — the person must have the necessary skills, experience, ability and commitment to
carry out the role.

According to the Constitution of the Company, all Directors are required to submit themselves for re-election at
intervals of not more than three (3) years. The Constitution also states that one-third (1/3) of the Board members shall
retire from office at the AGM and shall be eligible for re-election at the same AGM. The new Director(s) duly appointed
by the Board is then recommended for re-election at the AGM.
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2.2

2.3

Board appointment process cont’d

In accordance with this, the Nomination Committee has recommended for Mr. Tan Heng Ta and Ms. Lau Wai Ching to
retire and eligible for re-election by shareholders at the forthcoming AGM of the Company. All Directors who are due
for retirement have expressed their intention to seek for re-election and re-appointment from the shareholders at the
forthcoming AGM of the Company.

The Board through its Nomination Committee had assessed the retiring Directors, and considered the following:

i. The Director’s performance and effectiveness;

i. The Director’s level of contribution to the Board deliberations through his skills, experience and strength in
qualities; and

ii.  The level of independence demonstrated by the Independent Director, and his ability to act in the best interests
of the Company in decision-making.

The Board had conducted an assessment of the Directors of the Company based on the relevant performance criteria
and meet the “Fit and Proper” standards as detailed in the Company’s Board Charter and Fit & Proper Policy which
include the following:

i. A person of good character and high integrity and credibility;

i. Good business acumen and product knowledge;

. Proven leadership ability and strategic agility;

iv.  Financial knowledge;

V. Market and global awareness;

vi.  Compliance and legal awareness; and

vii.  Have not been convicted whether within or outside Malaysia of any offence.

Based on the Board’s evaluation and assessment, the individual Directors (including the retiring Director) met the
performance criteria required of an effective and a high-performance Board. In addition, all the Non-Executive
Directors have also provided annual declaration/confirmation of independence in 2023 respectively.

Based on the above, the Board approved the NC’s recommendation that Mr. Tan Heng Ta and Ms. Lau Wai Ching
who retire in accordance with Clause 97 of the Constitution are eligible to stand for re-election. They had abstained
from deliberation and decision on their own eligibility to stand for re-election at the relevant Board meeting.

Tenure of Independent Directors

The Board has adopted a nine-year policy for Independent Non-Executive Directors. An Independent Director may
continue to serve on the Board subject to the director’s re-designation as a Non-Independent Director. Otherwise, the
Board will justify and seek shareholders’ approval at the AGM in the event it retains the director as an Independent
Director. If the Board continues to retain the Independent Director after the ninth year, the Board will seek annual
shareholders’ approval through a two-tier voting process in accordance with the MCCG 2021. After the twelfth year
in service, the Independent Non-Executive Director is required to resign or be re-designated as a Non-Independent
Non-Executive Director.

The Nomination Committee will assess the independence of the Independent Directors based on the assessment
criteria developed by the Nomination Committee and recommend to the Board for recommendation to the
shareholders for approval. Justifications for the Board’s recommendation will be provided under the explanatory note
as set out in the Notice of AGM.

During the financial year, there was a long serving Independent Non-Executive Director, Mr. Law Doung Chin, who
had served for a cumulative term of more than twelve years. The Board, on the review and recommendation made by
the Nomination Committee, has redesignated Mr. Law Doung Chin as a Non-Independent Non-Executive Director of
the Company on 31 March 2023 to comply with the MMLR of Bursa Securities which has restricted the tenure of an
Independent Non-Executive Director to a period of 12 years.

None of the Independent Directors have exceeded a cumulative term of 9 years as at the date of this report.
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2.4 Annual Assessment

The Board reviews and evaluates its own performance and the performance of its Committee on an annual basis.
The Board evaluation comprises a Board Assessment, an Individual Director Assessment and an Assessment of
Independence of Independent Directors. The Assessment is based on specific criteria as stated in the performance
assessment form adopted by the Nomination Committee.

Based on the above assessment in 2023, the Board is generally satisfied with the level of independence
demonstrated by all the Independent Directors and their ability to bring independence and objective judgement to the
board deliberations.

The results of the assessment would form the basis of the Nomination Committee’s recommendation to the Board for
the re-election of Directors at the forthcoming AGM.

To further discharge its duties, the Nomination Committee has assessed the performance of the Chief Financial Officer
through performance evaluation form completed by the Board during the financial year.

In addition, the Nomination Committee has reviewed the term of office and performance of the Audit Committee
and each of its members and opined that the Audit Committee and all members have carried out their duties in
accordance with their terms of reference.

Based on the above assessments, the Nomination Committee was satisfied with the existing Board composition and
was of the view that all Directors and Board Committees of the Company had discharged their responsibilities in a
commendable manner and has performed competently and effectively. All assessments evaluations carried out by the
Nomination Committee in the discharge of all its functions were properly documented.

The Board is of the view that its present size and composition is optimal based on the Group’s operations and that it
reflects a fair mix of financial, technical and business experience that are important to the stewardship of the Group.

2.5 Time Commitment
The Board is satisfied with the level of time commitment given by the Directors towards fulfilling their roles and

responsibilities as Directors of the Company. This is evidenced by the attendance record of the Directors at Board
Meetings, as set out in the table below.

No. of Meetings held

and Attended during

Name of Directors Designation the financial year
Dato’ Chong Kim Fatt Chairman and Independent Non-Executive Director 5/5
Tan Heng Ta Managing Director 5/5
Heng Chee Wei Senior Independent and Non-Executive Director 5/5
Lau Wai Ching Independent Non-Executive Director 5/5
Law Doung Chin Non-Independent Non-Executive Director 5/5
(Re-designated on 31 March 2023)
Ang Seng Wong Independent Non-Executive Director 5/5
(Resigned on 21 March 2024)
Damien Lim Yat Seng Independent Non-Executive Director -
(Appointed on 21 March 2024)

To ensure that the Directors devote sufficient time to fulfil their roles and responsibilities, the Directors must not hold
directorships of more than five (5) public listed companies.

To facilitate the Directors’ time planning, an annual meeting schedule is prepared and circulated at the beginning of
every year, as well as the tentative closed periods for dealings in securities by Directors based on the targeted date of
announcements of the Group’s quarterly results.
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2.6 Training
All Directors have completed the Mandatory Accreditation Programme as prescribed by Bursa Securities. The
Company will continue to identify suitable training for the Directors to equip and update themselves with the
necessary knowledge to discharge their duties and responsibilities as Directors.
During the financial year ended 31 December 2023, the Directors have attended the following training, seminars,

conferences and exhibitions which they considered vital in keeping abreast with changes in laws and regulations,
business environment, and corporate governance development:-

No. Continuing Education Programme Attended Date Attended

1. Dato’ Chong Kim Fatt
o Section 17A MACC Act 2009 And Environmental, Social & Governance (ESG) 15 November 2023

2. Mr. Tan Heng Ta
° Section 17A MACC Act 2009 And Environmental, Social & Governance (ESG) 15 November 2023

3. Mr. Heng Chee Wei
° Section 17A MACC Act 2009 And Environmental, Social & Governance (ESG) 15 November 2023

4. Mr. Law Doung Chin
o Section 17A MACC Act 2009 And Environmental, Social & Governance (ESG) 15 November 2023

B8 Mr. Ang Seng Wong (Resigned on 21 March 2024)
o Section 17A MACC Act 2009 And Environmental, Social & Governance (ESG) 15 November 2023

6. Ms. Lau Wai Ching
° Section 17A MACC Act 2009 And Environmental, Social & Governance (ESG) 15 November 2023

The Directors are also encouraged to evaluate their own training needs on a continuous basis and to be determined
by the Board on the relevant programmes, seminars, briefings or dialogues available that would best enable them to
enhance their knowledge and contributions to the Board.

3. Remuneration

The Remuneration Committee and the Board would take into account the corporate objective and performance of
the Company to determine the remuneration packages of Directors and Key Senior Management Officers, to ensure
that their remuneration packages are sufficiently attractive so as to retain persons of high calibre. Terms of Reference
of Remuneration Committee and the Remuneration Policy and Procedures for Directors and Senior Management are
available at www.ralco.net.

The Remuneration Committee reviews annually the performance of the Executive Directors and submits
recommendations to the Board on specific adjustments in remuneration and/or reward payments that reflect their
respective contributions for the year, and which are dependent on the performance of the Group, achievement of the
goals and/or quantified organisational targets as well as strategic initiatives set at the beginning of each year.

The Board as a whole determines the remuneration of Non-Executive Directors and recommends the same for the
shareholders’ approval.
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3. Remuneration cont'd

Details of the Directors’ remuneration of each Director during the financial year 2023 for Group and Company are as
follows:-

Received/Receivable from the Group

Salary, Bonus Meeting Other
Director Fees and Incentive Allowance Emoluments
RM RM RM RM
Executive Director
Tan Heng Ta 30,000 1,200,000 2,500 230,623
Non-Executive Directors
Dato’ Chong Kim Fatt 30,000 - 2,500 1,700
Heng Chee Wei 30,000 - 2,500 1,700
Law Doung Chin 30,000 - 2,500 1,700
Lau Wai Ching 30,000 - 2,500 1,700
Ang Seng Wong
(Resigned on 21 March 2024) 30,000 - 2,500 1,700
Total: 180,000 1,200,000 15,000 239,123

Received/Receivable from the Company

Salary, Bonus Meeting Other
Director Fees and Incentive Allowance Emoluments
RM RM RM RM
Executive Director
Tan Heng Ta 30,000 1,200,000 2,500 230,623
Non-Executive Directors
Dato’ Chong Kim Fatt 30,000 - 2,500 1,700
Heng Chee Wei 30,000 - 2,500 1,700
Law Doung Chin 30,000 - 2,500 1,700
Lau Wai Ching 30,000 - 2,500 1,700
Ang Seng Wong
(Resigned on 21 March 2024) 30,000 - 2,500 1,700
Total: 180,000 1,200,000 15,000 239,123

*Other Emoluments includes statutory contributions, company car and the benefit of Directors and Officers Liability
Insurance in respect of any liabilities arising from acts committed in their capacity as Directors and Officers of the
Company,.

There was no service rendered by the Independent Non-Executive Directors to the Group during the financial year
ended 31 December 2023.
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3.

Remuneration cont’d
The number of top three (3) senior management whose remuneration (comprising salary, bonus, benefits in-kind and

other emoluments) for the financial year ended 31 December 2023 within the successive bands of RM50,000 is as
follows:

Range of Remuneration (RM) Number of Key Senior Management*

RMO - RM50,000 NIL
RM50,001 to RM100,000 One (1)
RM100,001 to RM150,000 NIL
RM150,001 to RM200,000 One (1)
RM200,001 to RM300,000 One (1)

Principle B -Effective Audit and Risk Management

1.

Audit Committee

The Audit Committee is relied upon by the Management to, amongst others, provide advice in the areas of financial
reporting, external audit, internal audit process, review of related party transactions as well as conflict of interest
situation. The Audit Committee also undertakes to provide oversight on the risk management framework of the
Group.

The Audit Committee of the Company comprises solely of Independent Non-Executive Directors. On 21 March 2024,
Mr. Ang Seng Wong resigned as Chairman of the Audit Committee and he was replaced by Mr. Damien Lim Yat
Seng, an Independent Non-Executive Director.

The position of the Chairman of the Audit Committee and the Chairman of the Board are held by two different
individuals. The Chairman of the Audit Committee is Mr. Damien Lim Yat Seng, an Independent Non-Executive
Director whilst the Chairman of the Board is Dato’ Chong Kim Fatt, an Independent Non-Executive Director.

The main responsibilities of the Audit Committee are to assist the Board in discharging its statutory and other
responsibilities relating to the internal controls, financial and accounting matters, compliance, and business and
financial risk management.

The Audit Committee reports to the Board on the results of the audits undertaken by the internal and external
auditors, the adequacy of disclosure of information, and the adequacy and effectiveness of the system of risk
management and internal control. It reviews the quarterly and annual financial statements with Management and
external auditors, reviews and approves the annual audit plans for the internal and external auditors’ evaluation of the
Group’s system of internal control.

The Audit Committee is also responsible for evaluating the cost effectiveness of audits, the independence and
objectivity of the external audit, and the nature and extent of the non-audit services provided by the external auditors
to ensure that the independence of the external auditors is not compromised. It also makes recommendations to the
Board on the appointment or re-appointment of the external auditors.

Annually, the Audit Committee reviews the performance and remuneration of the External Auditors before
recommending them to the shareholders for re-appointment at the AGM. The Audit Committee would have a private
discussion with External Auditors without the presence of the Executive Directors and Management of the Group as
and when necessary on the matters relating to the Group and its audit activities. As part of the Audit Committee’s
review processes, the Audit Committee has obtained assurance from the External Auditors confirming that they are,
and have been, independent throughout the conduct of the audit engagement in accordance with the terms of all
relevant professional and regulatory requirements.
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Principle B -Effective Audit and Risk Management cont’d

1.

Audit Committee cont’d

Based on the Audit Committee’s annual assessment of the External Auditors, the Board is satisfied with the
independence, quality of service and adequacy of resources provided by the External Auditors in carrying out the
annual audit for financial year 2023. In view thereof, the Board has recommended the re-appointment of the External
Auditors for the approval of shareholders at the forthcoming AGM.

The composition of the Audit Committee will be reviewed annually by the Nomination Committee and recommended
to the Board for approval.

The Audit Committee and the Risk Management Committee reviewed the results of audits performed by the Internal
Auditor based on the approved audit plan and identified risk profile during the financial year. The details of internal
audit function is stipulated in the Audit Committee Report on pages 25 to 27 of this Annual Report.

Risk Management and Internal Control Framework

The Board has the overall responsibility to ensure that sound and effective risk management and internal control
systems are maintained, while Management is responsible for designing and implementing risk management and
internal control systems to manage risks. Sound and effective systems of risk management and internal control are
designed to identify and manage the risk of failure to achieve the business objective.

The Risk Management Committee which comprised of Independent Directors, monitors the Company and Group’s
risk exposures, the design and operating effectiveness of the underlying risk management and the internal control
systems, and would report their findings and risk assessments to the Board after due review of the effectiveness of
the Group’s risk management and internal control by the Internal Auditor. The Board is satisfied with the performance
of the Risk Management Committee in discharging their responsibilities.

The Board confirms that there is an ongoing process for identifying, evaluating and managing significant risks facing
the Company and the Company has embedded the risk management into the operating and business processes.
These processes are undertaken by the Executive Director and the Management team members in their course of
work. Key matters covering the financial performance, operating and market are reviewed and deliberated in the Risk
Management Committee Meetings.

The Board receives assurance from the Managing Director and the Chief Financial Officer, to the best of their
knowledge that the Group’s risk management and internal control systems are operating adequately and effectively, in
all material aspects.

For the financial year under review, the Board is satisfied that the existing level of systems of risk management and
internal controls are effective to enable the Group to achieve its business objectives and there were no material
losses resulted from significant control weaknesses that would require additional disclosure in the Annual Report.
Nonetheless, the Board recognises that the systems of risk management and internal controls should be continuously
improved in line with the evolving business development. It should also be noted that all risk management systems
and systems of internal controls could only manage rather than eliminate risks of failure to achieve business
objectives. Therefore, these systems of risk management and internal controls in the Group can only provide
reasonable but not absolute assurance against material misstatements, frauds and losses.

Principle C - Integrity in Corporate Reporting & Meaningful Relationship with Stakeholders

1.

Communication with Stakeholders

The Company recognises the importance of prompt and timely dissemination of information to shareholders and
investors in order for these stakeholders to be able to make informed investment decisions.
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Principle C - Integrity in Corporate Reporting & Meaningful Relationship with Stakeholders cont’'d
1. Communication with Stakeholders cont’d

In addition, the Company is committed to ensure its communication with the other shareholders and stakeholders is
transparent, timely and with quality disclosures. Hence, the Company actively engages all its stakeholders through the
following platforms:-

(@) Corporate Disclosure Policy and Procedures

Corporate disclosure and information are important for the investors and the shareholders. The Board is advised
by the Management, Company Secretaries, External Auditors and Internal Auditors on the contents and timely
disclosure requirements of the MMLR on the financial results and various announcements.

The Group leverages on its corporate website to disseminate and add depth to its communication with the
public. News alert feature in the website is available for public community.

(b) Leverage on information technology for effective dissemination of information

The Company’s website provides all relevant corporate information and it is accessible by the public. The
Company’s website includes the share price information, all announcements made by the Company, Annual
Reports, financial results, etc.

The Company has identified Mr. Heng Chee Wei as the Senior Independent Non-Executive Director to
whom concerns of shareholders and other stakeholders may be conveyed. He can be contacted at
freddie3688@yahoo.com.

In addition to the above, the shareholders and other stakeholders and the investors can make inquiries about
investor relations matters with designated management personnel directly responsible for investor relations, via
dedicated e-mail addresses available on the corporate website.

2. Conduct of General Meeting

The AGM is an important means of communication with the Company’s shareholders. The Board takes cognisance in
serving longer than the required minimum notice period for AGM. The Company encloses the Annual Report together
with the notice of AGM with regard to, amongst others, details of the AGM, their entitlement to attend the AGM, the
right to appoint proxy and also qualification of proxy.

To ensure effective participation of and engagement with shareholders, all members of the Board, Senior
Management and External Auditors will be present at the Meeting to respond to the questions to be raised by the
shareholders or proxies. The Chairman ensures that the Board is accessible to the shareholders and an open channel
of communication is cultivated.

The Notice of Meeting for the 28th AGM was given to the shareholders at least 28 days prior to the meeting.

At the 28th AGM held on 15 June 2023, the Directors were present virtually to engage directly with, and be
accountable to the shareholders for their stewardship of the Company. The Directors, Management and External
Auditors were in attendance to respond to the shareholders’ queries. The voting at the 28th AGM was conducted
through e-polling. The minutes of the 28th AGM is published on the Company’s website at www.ralco.net.

This Corporate Governance Overview Statement is made in accordance with the resolution of the Board dated 24 April
2024.
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DIRECTORS’ RESPONSIBILITY STATEMENT

The Companies Act 2016 (“the Act”) requires the Directors to lay before the Company at its AGM, the financial statements,
which includes the consolidated balance sheet and consolidated income statement of the Group for each financial year,
made out in accordance with the applicable approved accounting standards and the provisions of the Act. This is also in
line with Paragraph 15.26(a) of the MMLR.

The Directors are required to take reasonable steps in ensuring that the consolidated financial statements give a true and
fair view of the state of affairs of the Group for each financial year.

In the preparation of the financial statements for the financial year ended 31 December 2023, the Directors are satisfied that
the Company has adopted appropriate accounting policies and applied them consistently and supported by reasonable
and prudent judgements and estimates. The Directors also confirm that all applicable approved accounting standards have
been complied with.

The Directors are required under the Act to ensure that the Company keeps proper accounting records which disclose with
reasonable accuracy the financial position of the Company, and to cause such records to be kept in such manner as to
enable them to be conveniently and properly audited.
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STATEMENT ON RISK MANAGEMENT
AND INTERNAL CONTROL

INTRODUCTION

The MCCG 2021 requires listed companies to maintain a sound risk management framework and internal control system to
safeguard shareholders’ investments and its assets.

This Statement on Risk Management and Internal Control is made pursuant to paragraph 15.26(b) of MMLR of Bursa
Securities and as guided by Guidelines for Directors of Listed Issuer — Statement on Risk Management and Internal Control
of Bursa Securities. It outlines the key elements of risk management and internal control systems within the Group for the
current financial year.

BOARD RESPONSIBILITY

The Board acknowledges the importance of maintaining a sound system of internal control and effective risk management
practices in the Group to ensure good corporate governance. The Board affirms its overall responsibility for the Group’s
system of risk management and internal control and the need to review its adequacy and integrity regularly. The system
of internal control covers governance, risk management, financial, strategy, organisational, operational, regulatory and
compliance control matters. The Board will determine the Group’s level of risk tolerance and to actively identify, assess and
monitor key business risks to safeguard shareholders’ investment and the Group’s assets. In view of the inherent limitations
in any system of internal control, the Board recognises that this system is designed to manage rather than eliminate the
risk of failure to achieve the Group’s objectives and the system by its nature can only provide reasonable but not absolute
assurance against material misstatement, fraud or loss.

RISK MANAGEMENT FRAMEWORK

The Board recognises that risk management is an integral part of the Group’s business operations and the Board
maintains continuous commitment in strengthening the Group’s risk management framework and processes. The Board
is thus committed to continually promote the culture of risk awareness and builds the necessary knowledge in identifying,
evaluating, mitigating, monitoring and managing the significant risks on an on-going basis. The Group has adopted an
Enterprise Risk Management (“ERM”) framework to manage and minimize risks. ERM process includes five specific
elements- strategy/objective setting, risk identification, risk assessment, risk response and communication/monitoring. The
internal control and risk management framework is reviewed annually and fine-tuned periodically for any gaps identified.

The key risk management initiatives undertaken include among others:

(i) A Risk Management Committee has been established to constantly identify, evaluate and monitor significant risks
faced by the Group. It is also responsible for the development of risk mitigation strategies and plans.

(i) The Risk Management Committee met on a quarterly basis to discuss and deliberate on the significant risks affecting
the Group, including finance, operations, regulatory compliance, reputation, cyber security and sustainability related
matters. Risk profiles, control procedures and status of action plans were presented and deliberated in the Risk
Management Committee meetings. Minutes of the meetings of the Risk Management Committee which recorded the
deliberations were tabled to the Board for notation at their quarterly meetings. The Risk Management Committee also
met with different management teams across the Group on quarterly basis for updates.

(i)  Board Committees (i.e. Audit Committee, Remuneration Committee and Nomination Committee) have been
established to carry out duties and responsibilities delegated by the Board and are governed by written terms of
reference. Meetings of Board of Directors and respective Board Committees are carried out on scheduled basis
to review the performance of the Group, from financial and operational perspective. Business plans and business
strategies are proposed by the Managing Director to the Board for their review and approval after taking into account
risk consideration and responses.
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RISK MANAGEMENT FRAMEWORK cont’d

(iv)  Day-to-day risk management of the individual operating units is delegated to the Managing Director and respective
senior managements. In this regard, the Managing Director is responsible for timely identification of the Group’s
risks of each business units and implementation of systems to manage these risks. Periodic meetings are held to
assess and monitor the Group’s risk as well as to discuss, deliberate and appropriately addressed matters associated
with strategic, financial and operational facets of the Group. Any significant weaknesses identified during the review
together with the improvement measures to strengthen the internal controls were reported to the Audit Committee.

(vy  Formation of operational policies and procedures by the Management with a view of establishing group wide
operational standards in order for all operating units to work cohesively towards achieving the business objectives
of the Group. For accounting systems and financial processes, efforts are being taken to ensure consistency in the
Group as a whole.

(vi)  The Audit Committee reviews on a quarterly basis the quarterly unaudited financial results to monitor the Group’s
progress towards achieving the Group’s business objectives. Authority is given to the Audit Committee members to
investigate and report on any areas of improvement for the betterment of the Group.

(vi)  Ad-hoc meetings between the external and internal auditors to identify and rectify any weakness in the system of
internal controls. The Board on a timely basis would be informed of any matters brought up in the Audit Committee
meetings.

INTERNAL AUDIT FUNCTION

The Group has an in-house internal audit function headed by Mr. Ken Teh Kian Lang, a MIA member with more than
20 years of internal audit work experience. The internal audit function reporting to the Audit Committee, provides an
independent assessment to the adequacy, efficiency and effectiveness of the Group’s internal control system. The internal
auditor reports directly to the Audit Committee and the risk-based internal audit plans are tabled to the Audit Committee on
an annual basis for review and approval.

During the year under review, the internal auditor assessed the adequacy and effectiveness of the Group’s key business
areas in terms of governance, risk assessment and system of internal control. Internal audit reports are presented to the
Audit Committee on a quarterly basis, highlighting findings, recommendations and agreed action plans to improve the
system of internal controls. Such reporting also includes follow-up reviews on significant audit issues that are performed
1o assess the status of implementation. Based on the internal audit reviews conducted, weaknesses identified in internal
controls have been appropriately mitigated and senior managements will continue to ensure that appropriate action is taken
to enhance and strengthen the internal control environment.

KEY ELEMENTS OF RISK MANAGEMENT AND INTERNAL CONTROL
The Board is committed to maintaining a strong internal control structure for the proper conduct of the Group’s business
operations and of the view that the system of internal controls in place for the year under review and up to the date of

issuance of the financial statements. The key elements include:-

° the responsibilities of the committees to the Board and management are clearly defined in the organisation structure
to ensure the effective discharge of their roles and responsibilities towards the Group.

° the limits of authority of the Group have been defined and adopted accordingly.

° policies and controls for the Group’s operations have been defined and adopted. Procedures are also in place to
ensure that assets are subject to proper physical controls.

° monthly and periodic reporting structures have been put in place on key financial and operational statistics.
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KEY ELEMENTS OF RISK MANAGEMENT AND INTERNAL CONTROL cont'd

° the Group’s internal audit function is an on-going review process of the operations to assess the effectiveness of
the control environment and to highlight significant risks as well as areas requiring improvements. Follow up reviews
on previous audit reports are carried out to ensure that appropriate actions are taken to address internal control
weaknesses highlighted.

° the Audit Committee meets regularly to review the adequacy, integrity and effectiveness of the system of internal
control of the Group, discuss risk management issues and ensures that weaknesses controls highlighted are
appropriately addressed by the management.

CONCLUSION

Several internal control improvements and risk areas were identified by the internal auditor during the financial year ended
31 December 2023. These were reviewed by the Audit Committee and Board and were closely monitored by Management
to ensure the integrity of internal controls and minimization of risks. The Board is committed to an effective internal control
system and is of the view that there is continuous process in evaluation and managing risks faced by the Group. In
addition, the Board has also received assurance from the Managing Director and CFO with regard to the adequacy and
effectiveness of the Group risk management and internal control system in place throughout the financial year.

Based on the foregoing, the Board is of the opinion that the system of internal controls is generally satisfactory and has not
resulted in any material loss, contingencies or uncertainties that would require disclosure in the Group’s Annual Report.

REVIEW BY EXTERNAL AUDITORS

Pursuant to Paragraph 15.23 of MMLR of Bursa Securities, the external auditors have reviewed this Statement on Risk
Management and Internal Control for inclusion in the Annual Report for the financial year ended 31 December 2023. Based
on their review, the external auditors have reported to the Board that nothing has come to their attention that has caused
them to believe that this Statement is inconsistent with their understanding of the process the Board has adopted in the
review of the adequacy and integrity of the system of internal control of the Group.
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ADDITIONAL COMPLIANCE INFORMATION

Utilisation of Proceeds raised from any Corporate Proposal
There were no proceeds raised from any corporate proposal during the financial year.
Audit and Non-Audit Fees

During the financial year ended 31 December 2023, the amount of the audit fees paid to the external auditors by the
Company and on a Group basis were RM26,000 and RM89,000 respectively.

There was RM5,000 non-audit fees paid or payable to the external auditors, or a firm or corporation affiliated to the
auditors’ firm by the Company and Group for the financial year ended 31 December 2023.

Material Contracts

There were no material contracts (not being contract entered into the ordinary course of business) subsisting as at
and entered into since the end of previous financial year, by the Company and its subsidiaries, which involved the
interest of the Directors, Chief Executive who is not a director or major shareholders.

Recurrent Related Party Transactions of Revenue or Trading Nature (“RRPT”)

The Company did not seek for shareholders’ mandate to enter into RRPT of revenue or trading nature at the Annual

General Meeting in year 2023 and will monitor closely the transaction value of RRPT, if any, in accordance with
paragraph 10.09 of the MMLR.
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DIRECTORS’ REPORT

The directors hereby submit their report and the audited financial statements of the Group and of the Company for the
financial year ended 31 December 2023.

PRINCIPAL ACTIVITIES
The principal activities of the Company are investment holding and the provision of management services to its subsidiaries.

The principal activities of the subsidiaries are indicated in Note 8 to the financial statements.

FINANCIAL RESULTS

GROUP COMPANY
RM RM

Loss for the financial year attributable to owners of the Company 3,081,456 215,350

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

RESERVES AND PROVISIONS

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

ISSUE OF SHARES AND DEBENTURES

The Company did not issue any new shares or debentures during the financial year.

DIVIDENDS

No dividend has been paid or declared by the Company since the end of the previous financial year and the directors do
not recommend any dividend for the current financial year.

DIRECTORS

The directors who held office during the financial year until the date of this report are:

THE COMPANY

Heng Chee Wei

Tan Heng Ta

Law Doung Chin
Dato’ Chong Kim Fatt

Lau Wai Ching
Damien Lim Yat Seng (Appointed on 21 March 2024)
Ang Seng Wong (Resigned on 21 March 2024)

SUBSIDIARY COMPANIES

Tan Heng Ta
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DIRECTORS’ INTEREST IN SHARES
The directors holding office at the end of the financial year and their beneficial interest in the ordinary shares of the

Company and its related corporations during the financial year as recorded in the Register of Directors’ Shareholdings kept
by the Company under Section 59 of the Companies Act 2016, were as follows:

Number of shares

At At
1.1.2023 Acquired (Disposed) 31.12.2023
THE Company
Direct interest
Tan Heng Ta 8,736,800 - - 8,736,800

By virtue of his interest in the ordinary shares of the Company, Tan Heng Ta is deemed to have interest in the ordinary
shares of all the subsidiaries to the extent the Company has an interest.

None of the other directors in office at the end of the financial year held any interest in the shares of the Company and its
related corporations.

DIRECTORS’ BENEFITS

Since the end of the previous financial year, none of the directors have received or become entitled to receive any benefit
(other than a benefit included in the aggregate amount of remuneration received or due and receivable by the directors as
shown in the notes to the financial statements) by reason of a contract made by the Company or a related corporation with
a director or with a firm of which a director is a member or with a Company in which the director has a substantial financial
interest.

There were no arrangements during or at the end of the financial year, to which the Company is a party, which had the
object of enabling the directors to acquire benefits, by means of the acquisition of shares the Company or any other body
corporate.

DIRECTORS’ REMUNERATION

The amounts of remunerations received or receivable by the directors of the Group and the Company during the financial
year is as follows:

GROUP COMPANY

RM RM
Director’s fees 180,000 180,000
Other emoluments 1,428,923 1,428,923

INDEMNIFYING DIRECTORS, OFFICERS AND AUDITORS

The total amount of indemnity given to or insurance premium paid for the directors and officers of the Group and of the
Company is as follow:

GROUP COMPANY
RM RM

Directors and officers 9,000 9,000

No indemnities have been given or insurance premiums paid for the auditors of the Group and the Company.
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SUBSIDIARY COMPANIES

The details of the Company’s subsidiaries are disclosed in Note 8 to the financial statements.

AUDITORS’ REMUNERATION

The amounts paid to or receivable by the auditors as remuneration for their services as auditors are as follows:

GROUP COMPANY

RM RM
Statutory Audit 89,000 26,000
Others 5,000 5,000

OTHER STATUTORY INFORMATION

@

(b)

(©)

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

U)

(i)

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 had satisfied themselves that there were no known bad debts to be written off
and that adequate provision had been made for doubtful debts; and

to ensure that the current assets which were unlikely to realise their values 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.

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

U)

(i)

(i)

(iv)

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

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

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

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

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

U

(i)

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

any contingent liability in respect of the Group and of the Company which has arisen since the end of the
financial year.
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OTHER STATUTORY INFORMATION cont’d
(d) Inthe opinion of the directors:

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

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

SUBSEQUENT EVENT

Details of the subsequent event are disclosed in Note 37 to the financial statements.

AUDITORS

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

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

TAN HENG TA HENG CHEE WEI
Director Director

30 April 2024
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GROUP
2023 2022
Note RM RM
(Restated)
NON-CURRENT ASSETS
Property, plant and equipment 58,234,789 54,063,194
Right-of-use assets 5,704 158,366
58,240,493 54,221,560
CURRENT ASSETS
Inventories 9 10,269,388 9,632,767
Trade receivables 10 11,106,318 11,228,303
Other receivables and deposits 11 938,596 1,127,422
Other assets 12 290,951 377,499
Tax recoverable 68,983 40,369
Cash and bank balances 14 1,252,903 2,103,898
23,927,139 24,510,258
TOTAL ASSETS 82,167,632 78,731,818
EQUITY
Share capital 15 44,961,651 44,961,651
Revaluation reserve 16 23,519,224 19,273,904
Accumulated losses (25,360,965) (22,279,509)
TOTAL EQUITY 43,119,910 41,956,046
NON-CURRENT LIABILITIES
Lease liabilities 17 - 43,188
Hire purchase liabilities 18 946,670 1,382,063
Amount owing to related parties 19 18,277,356 14,343,128
Deferred tax liabilities 20 7,324,569 5,958,942
26,548,595 21,727,321
CURRENT LIABILITIES
Lease liabilities 17 5,894 127,466
Hire purchase liabilities 18 435,393 691,584
Bills payable 21 1,561,863 2,079,307
Trade payables 22 6,659,025 4,632,782
Other payables and accruals 23 3,810,401 3,691,250
Amount owing to related parties 19 - 3,808,336
Tax liability 26,551 22,726
12,499,127 15,048,451
TOTAL LIABILITIES 39,047,722 36,775,772
TOTAL EQUITY AND LIABILITIES 82,167,632 78,731,818
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COMPANY
2023 2022
Note RM RM
NON-CURRENT ASSETS
Property, plant and equipment 6 6,788 957
Investments in subsidiaries 8 31,367,499 31,367,499
31,374,287 31,368,456
CURRENT ASSETS
Other receivables 11 - -
Other assets 12 9,932 27,483
Amount owing from subsidiaries 13 5,443,865 5,676,297
Tax recoverable 63,159 34,749
Bank balance 14 22,253 27,597
5,539,209 5,766,126
TOTAL ASSETS 36,913,496 37,134,582
EQUITY
Share capital 15 44,961,651 44,961,651
Accumulated losses (8,852,594) (8,637,244)
TOTAL EQUITY 36,109,057 36,324,407
CURRENT LIABILITIES
Other payables and accruals 23 334,439 340,175
Amount owing to subsidiaries 13 470,000 470,000
804,439 810,175
TOTAL LIABILITIES 804,439 810,175
TOTAL EQUITY AND LIABILITIES 36,913,496 37,134,582

The annexed notes form an integral part of the financial statements.
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STATEMENTS OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2023

GROUP COMPANY
2023 2022 2023 2022
Note RM RM RM RM
REVENUE 24 59,879,958 56,477,727 2,760,000 2,360,000
COST OF SALES (54,668,467)  (50,614,732) - -
GROSS PROFIT 5,211,491 5,862,995 2,760,000 2,360,000
OTHER INCOME 613,288 1,981,309 - -
SELLING AND DISTRIBUTION COSTS (1,800,867) (1,789,123) - -
ADMINISTRATIVE EXPENSES (5,635,388) (5,950,781) (2,975,350) (2,705,631)
OTHER OPERATING EXPENSES (188,173) (133,877) - -
FINANCE COSTS 25 (847,429) (897,922) - -
LOSS BEFORE TAXATION 26 (2,647,078) (927,399) (215,350) (345,631)
TAXATION 27 (434,378) (162,141) - (58,748)
NET LOSS FOR THE FINANCIAL YEAR (3,081,456) (1,089,540) (215,350) (404,379)
OTHER COMPREHENSIVE INCOME, NET
OF TAX
ITEMS THAT WILL NOT BE RECLASSIFIED
SUBSEQUENTLY TO PROFIT OR LOSS
Surplus on revaluation of property, plant &
equipment and right-of-use assets 5,685,945 - - -
Deferred tax liability on revaluation surplus of
property, plant & equipment and right-of-use
assets (1,340,625) - - -
OTHER COMPREHENSIVE INCOME FOR
THE YEAR, NET OF TAX 4,245,320 - - -
TOTAL COMPREHENSIVE INCOME/
(EXPENSE) FOR THE FINANCIAL YEAR 1,163,864 (1,089,540) (215,350) (404,379)
Loss per ordinary share (sen):
Basic and diluted 28 (6.07) (2.14)

The annexed notes form an integral part of the financial statements.
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FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2023

<«—— Attributable to Owners of the Company ——

Share  Revaluation Accumulated Total
capital reserve losses equity
GROUP RM RM RM RM
Balance as at 1.1.2022 44,961,651 19,780,868 (21,696,933) 43,045,586
Net loss for the financial year - - (1,089,540) (1,089,540)
Other comprehensive income for the financial year - (506,964) 506,964 -
Total comprehensive expense for the financial
year - (506,964) (582,576) (1,089,540)
Balance as at 31.12.2022/ 1.1.2023 44,961,651 19,273,904 (22,279,509) 41,956,046
Net loss for the financial year - - (3,081,456) (3,081,456)
Other comprehensive income for the financial year - 4,245,320 - 4,245,320
Total comprehensive income/(expense) for the
financial year - 4,245,320 (3,081,456) 1,163,864
Balance as at 31.12.2023 44,961,651 23,519,224 (25,360,965) 43,119,910

< Attributable to Owners of the Company »

Share Accumulated Total

capital losses equity

COMPANY RM RM RM
Balance as at 1.1.2022 44,961,651 (8,232,865) 36,728,786
Net loss/Total comprehensive expense for the financial year - (404,379) (404,379)
Balance as at 31.12.2022/ 1.1.2023 44,961,651 (8,637,244) 36,324,407
Net loss/Total comprehensive expense for the financial year - (215,350) (215,350)
Balance as at 31.12.2023 44,961,651 (8,852,594) 36,109,057

The annexed notes form an integral part of the financial statements.
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GROUP COMPANY
2023 2022 2023 2022
RM RM RM RM
(Restated)
CASH FLOWS FROM OPERATING ACTIVITIES
Loss before taxation (2,647,078) (927,399) (215,350) (345,631)
Adjustments for:
Depreciation of property, plant and equipment 2,542,476 2,440,060 669 272
Depreciation of right-of-use assets 60,137 148,117 - -
Loss from derecognition of lease liabilities (99,570) - - -
Loss from derecognition of right-of-use 92,529 - - -
Gain on disposal of property, plant and equipment - (23,603) - -
Impairment loss on trade receivables 94,751 39,104 - -
Impairment loss on trade receivables no longer required - (1,221,020) - -
Interest expenses 847,429 897,922 - -
Interest income (39,543) (24,822) - -
Inventories written down - 230,936 - -
Reversal of inventories written down in previous financial
year (230,936) (847,522) - -
Unrealised gain on foreign exchange - (28,217) - -
Operating profit/(loss) before working capital
changes 620,195 683,556 (214,681) (345,359)
(Increase)/Decrease in inventories (405,685) 1,252,792 - -
Decrease/(Increase) in trade receivables 27,234 (8,505,511) - -
Decrease in other receivables and deposits 188,825 327,437 - -
Decrease/(Increase) in other assets 86,548 246,459 17,551 (152)
Increase in trade payables 2,026,243 3,208,298 - -
Increase/(Decrease) in other payables and accruals 119,150 1,383,100 (5,736) (86,978)
Increase in amount owing to related parties 130,892 911,599 - -
Cash generated from/(used in) operations 2,793,402 4,507,730 (202,866) (382,489)
Interest received 39,543 24,822 - -
Interest paid (847,429) (897,922) - -
Tax paid (434,245) (200,796) (28,410) (87,215)
Tax refund 78 20,000 - 20,000
(1,242,053) (1,053,896) (28,410) (67,215)
Net cash generated from/(used in) operating
activities 1,651,349 3,453,834 (231,276) (449,704)
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STATEMENTS OF CASH FLOWS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2023

Cont’d

GROUP COMPANY
2023 2022 2023 2022
RM RM RM RM
(Restated)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment (Note 6(b)) (1,128,126) (2,521,260) (6,500) -
Proceeds from disposal of property, plant and
equipment - 23,316 - -
Repayment from a subsidiary - - 232,432 380,039
Net cash (used in)/generated from investing
activities (1,128,126) (2,497,944) 225,932 380,039
CASH FLOWS FROM FINANCING ACTIVITIES
Decrease in bills payables (5617,444) (577,373) - -
Payment of lease liabilities (65,190) (140,079) - -
Repayment of hire purchase (691,584) (1,178,679) - -
Net cash used in financing activities (1,274,218) (1,896,131) - -
NET DECREASE IN CASH AND CASH
EQUIVALENTS (850,995) (940,241) (5,344) (69,665)
Effect of foreign exchange differences - 28,217 - -
CASH AND CASH EQUIVALENTS BROUGHT
FORWARD 2,103,898 3,015,922 27,597 97,262
CASH AND CASH EQUIVALENTS CARRIED
FORWARD (NOTE 14) 1,252,903 2,103,898 22,2583 27,597

The annexed notes form an integral part of the financial statements.
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31 DECEMBER 2023

PRINCIPAL ACTIVITIES

The principal activities of the Company are investment holding and the provision of management services to its
subsidiaries.

The principal activities of the subsidiaries are indicated in Note 8 to the financial statements.

BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS

The financial statements of the Group and of the Company have been prepared in accordance with the applicable
approved Malaysian Financial Reporting Standards (“MFRSs”) issued by the Malaysian Accounting Standards Board
(“MASB”), International Financial Reporting Standards and the requirements of the Companies Act 2016 in Malaysia.

MATERIAL ACCOUNTING POLICY INFORMATION

3.1

3.2

Basis of accounting

The financial statements of the Group and of the Company have been prepared under the historical cost
convention unless otherwise stated in the financial statements.

The preparation of financial statements requires the directors to make estimates and assumptions that affect the
reported amount of assets, liabilities, revenue and expenses and disclosure of contingent assets and liabilities.
In addition, the directors are also required to exercise their judgement in the process of applying the accounting
policies. The areas involving such judgements, estimates and assumptions are disclosed in Note 5. Although
these estimates and assumptions are based on the directors’ best knowledge of events and actions, actual
results could differ from those estimates.

Basis of consolidation

(@

Subsidiaries

A subsidiary is an entity controlled by the Group, i.e. the Group is exposed, or has rights, to variable
returns from its involvement with the entity and has the ability to affect those returns through its current
ability to direct the entity’s relevant activities (power over the investee).

The existence and effect of potential voting rights that the Group has the practical ability to exercise (i.e.
substantive rights) are considered when assessing whether the Group controls another entity.

The Group’s financial statements incorporate the results, cash flows, assets and liabilities of Ralco
Corporation Berhad and all of its directly and indirectly controlled subsidiaries. Subsidiaries are
consolidated from the effective date of acquisition, which is the date on which the Group effectively
obtains control of the acquired business, until that control ceases.

The non-controlling interests in the net assets and net results of consolidated subsidiaries are shown
separately in the consolidated statement of financial position and consolidated statement of profit or loss,
and consolidated statement of comprehensive income.

Total comprehensive income (i.e. profit or loss and each component of other comprehensive income) is
attributed to the owners of the parent and to the non-controlling interests even if this results in the non-
controlling interests having a deficit balance.
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MATERIAL ACCOUNTING POLICY INFORMATION cont’d

3.2 Basis of consolidation cont’d

(@

(1)

Subsidiaries cont’d

Changes in the Group’s ownership interest in a subsidiary that do not result in the Group losing control
are accounted for as transactions with owners in their capacity as owners (i.e. equity transactions). The
carrying amounts of the Group’s and non-controlling interests are adjusted to reflect the changes in
their relative interests in the subsidiary. Any difference between the amount by which the non-controlling
interests are adjusted and the fair value of the consideration paid or received is recognised directly in
equity and attributed to the owners of the parent.

Upon loss of control of a subsidiary, the Group’s profit or loss is calculated as the difference between (i)
the fair value of the consideration received and of any investment retained in the former subsidiary and (ji)
the previous carrying amount of the assets (including any goodwill) and liabilities of the subsidiary and any
non-controlling interests.

Investment in subsidiaries is measured in the Company’s statement of financial position at cost less
any impairment losses, unless the investment is classified as held for sale or distribution. The cost of
investments includes transaction costs.

Business combinations

The Group applies the acquisition method to account for all acquired businesses, whereby the identifiable
assets acquired and the liabilities assumed are measured at their acquisition-date fair values (with few
exceptions as required by MFRS 3 Business Combinations).

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 the assets transferred by the Group, the liabilities incurred by
the Group to the former owners of the acquiree and the equity interests issued by the Group.

Acquisition-related costs (e.g. finder’s fees, consulting fees, administrative costs, etc.) are recognised as
expenses in the periods in which the costs are incurred and the services are received.

On acquisition date, goodwill is measured as the excess of the aggregate of consideration transferred,
any non-controlling interests in the acquiree, and acquisition-date fair value of the Group’s previously held
equity interest in the acquiree (if business combination achieved in stages) over the net of the acquisition-
date amounts of the identifiable assets acquired and the liabilities assumed.

If, after appropriate reassessment, the amount as calculated above is negative, it is recognised
immediately in profit or loss as a bargain purchase gain.

At acquisition date, non-controlling interests in the acquiree that are present ownership interests and
entitle their holders to a proportionate share of the entity’s net assets in the event of liquidation are
measured at either fair value or the present ownership instruments’ proportionate share in the recognised
amounts of the acquiree’s identifiable net assets. This choice of measurement is made separately for each
business combination. Other components of non-controlling interests are measured at their acquisition-
date fair values, unless otherwise required by MFRS.

The acquisition-date fair value of any contingent consideration is recognised as part of the consideration
transferred by the Group in exchange for the acquiree. Changes in the fair value of contingent
consideration that result from additional information obtained during the measurement period (maximum
one year from the acquisition date) about facts and circumstances that existed at the acquisition date are
adjusted retrospectively against goodwill. Other changes resulting from events after the acquisition date
are adjusted at each reporting date, only when the contingent consideration is classified as an asset or a
liability, and the adjustment is recognised in profit or loss.
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3. MATERIAL ACCOUNTING POLICY INFORMATION cont’'d

3.2

3.3

Basis of consolidation cont’d
(i) Business combinations

In a business combination achieved in stages, the Group remeasures its previously held equity interest
in the acquiree at its acquisition-date fair value and any resulting gain or loss is recognised in profit or
loss. If any, changes in the value of the Group’s equity interest in the acquiree that have been previously
recognised in other comprehensive income are reclassified to profit or loss, if appropriate had that interest
been disposed of directly.

(iii) Transactions eliminated on consolidation
All intragroup transactions, balances, income and expenses are eliminated in full on consolidation.

Unrealised gains arising from transactions with equity-accounted associates and joint ventures are
eliminated against the investment to the extent of the Group’s interest in the investees. Unrealised losses
are eliminated in the same way as unrealised gains, but only to the extent that there is no evidence of
impairment.

Property, plant and equipment and depreciation

On initial recognition, items of property, plant and equipment are recognised at cost, which includes the
purchase price as well as any costs directly attributable to bringing the asset to the location and condition
necessary for it to be capable of operating in the manner intended by management, and the cost of dismantling
and removing the items and restoring the site on which they are located. The cost of self-constructed assets
also includes the cost of materials and direct labour. Cost may also include transfers from equity of any gain or
loss on qualifying cash flow hedges of foreign currency purchases of property, plant and equipment.

Purchased software that is integral to the functionality of the related equipment is capitalised as part of that
equipment.

The cost of property, plant and equipment recognised as a result of a business combination is based on fair
value at acquisition date. The fair value of property is the estimated amount for which a property could be
exchanged between knowledgeable willing parties in an arm’s length transaction after proper marketing wherein
the parties had each acted knowledgeably, prudently and without compulsion. The fair value of other items of
plant and equipment is based on the quoted market prices for similar items when available and replacement
cost when appropriate.

Significant components of individual assets have different useful lives, they are accounted for as a separate item
(major components) of property, plant and equipment and depreciated separately.

After initial recognition, items of property, plant and equipment are carried at cost less any accumulated
depreciation and any accumulated impairment losses.

The cost of replacing a component of an item of property, plant and equipment is recognised in the carrying
amount of the item if it is probable that the future economic benefits embodied within the component will flow
to the Group or the Company, and its cost can be measured reliably. The carrying amount of the replaced
component is derecognised to profit or loss. The costs of the day-to-day servicing of property, plant and
equipment are recognised in profit or loss as incurred.

Subsequently, leasehold lands and buildings are measured at fair value less accumulated depreciation and
impairment losses recognised after the date of the revaluation. Valuations are performed with sufficient regularity
to ensure that the carrying amount does not differ materially from the fair value of the buildings at the reporting
date. All other property, plant and equipment are measured at cost less accumulated depreciation and any
accumulated losses.
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3.3

3.4

Property, plant and equipment and depreciation cont’d

Any revaluation surplus is recognised in other comprehensive income and accumulated in equity under the
asset revaluation reserve, except to the extent that it reverses a revaluation decrease of the same asset
previously recognised in profit or loss, in which case the increase is recognised in profit or loss. A revaluation
deficit is recognised in profit or loss, except to the extent that it offsets an existing surplus on the same asset
carried in the asset revaluation reserve.

Any accumulated depreciation as at the revaluation date is eliminated against the gross carrying amount of the
asset and the net amount is restated to the revalued amount of the asset. The revaluation surplus included in
the asset revaluation reserve in respect of an asset is transferred directly to retained earnings on retirement or
disposal of the asset.

Depreciation is calculated so as to write off the cost of an asset, less its estimated residual value, over its useful
economic life as follows:

Buildings 26 years
Factory building on leasehold land 2%
Furniture and fittings 10%
Leasehold land 84 - 991 years
Motor vehicles 20%
Office equipment 10% - 33%
Plant and machinery 5% - 10%
Renovation 20%

Leasehold lands and buildings stated at valuation are revalued by the directors based on the valuation reports of
independent professional valuers with additional valuation in the periods where market conditions indicate that
the carrying values of the revalued assets differ materially from the market value.

Freehold land is not depreciated. Property, plant and equipment under construction are not depreciated until the
assets are ready for their intended use.

Useful lives, residual values and depreciation methods are reviewed, and adjusted if appropriate, at the end of
each reporting period, with the effect of any changes in estimate being 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.

Leases
(i) Definition of a lease

A contract is, or contains, a lease if the contract conveys a right to control the use of an identified asset
for a period of time in exchange for consideration. To assess whether a contract conveys the right to
control the use of an identified asset, the Group assesses whether:

° the contract involves the use of an identified asset — this may be specified explicitly or implicitly,
and should be physically distinct or represent substantially all of the capacity of a physically distinct
asset. If the supplier has a substantive substitution right, then the asset is not identified;

° the customer has the right to obtain substantially all of the economic benefits from use of the asset
throughout the period of use; and
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3.4 Leases cont'd

(@

(ii)

Definition of a lease cont’d

A contract is, or contains, a lease if the contract conveys a right to control the use of an identified asset
for a period of time in exchange for consideration. To assess whether a contract conveys the right to
control the use of an identified asset, the Group assesses whether: cont’d

° the customer has the right to direct the use of the asset. The customer has this right when it has
the decision-making rights that are most relevant to changing how and for what purpose the asset
is used. In rare cases where the decision about how and for what purpose the asset is used is
predetermined, the customer has the right to direct the use of the asset if either the customer has
the right to operate the asset; or the customer designed the asset in a way that predetermines how
and for what purpose it will be used.

At inception or on reassessment of a contract that contains a lease component, the Group allocates
the consideration in the contract to each lease and non-lease component on the basis of their relative
stand-alone prices. However, for leases of properties in which the Group is a lessee, it has elected not to
separate non-lease components and will instead account for the lease and non-lease components as a
single lease component.

Recognition and initial measurement
As a lessee

The Group recognises a right-of-use asset and a lease liability at the lease commencement date. The
right-of-use asset is initially measured at cost, which comprises the initial amount of the lease liability
adjusted for any lease payments made at or before the commencement date, plus any initial direct
costs incurred and an estimate of costs to dismantle and remove the underlying asset or to restore the
underlying asset or the site on which it is located, less any lease incentives received.

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be
readily determined, the respective Group entities’ incremental borrowing rate. Generally, the Group entities
use their incremental borrowing rate as the discount rate.

Lease payments included in the measurement of the lease liability comprise the following:

° fixed payments, including in-substance fixed payments less any incentive receivable;

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

° amounts expected to be payable under a residual value guarantee;

° the exercise price under a purchase option that the Group is reasonably certain to exercise; and

° penalties for early termination of a lease unless the Group is reasonably certain not to terminate
early.

The Group excludes variable lease payments that linked to future performance or usage of the underlying
asset from the lease liability. Instead, these payments are recognised in profit of loss in the period in which
the performance or use occurs.

The Group has elected not to recognise right-of-use assets and lease liabilities for short-term leases that
have a lease term of 12 months or less and leases of low-value assets. The Group recognises the lease
payments associated with these leases as an expense on a straight-line basis over the lease term.

®
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3.4 Leases cont'd

(i)

(iii)

Recognition and initial measurement cont’d
As a lessor

When the Group acts as a lessor, it determines at lease inception whether each lease is a finance lease or
an operating lease.

To classify each lease, the Group makes an overall assessment of whether the lease transfers substantially
all of the risks and rewards incidental to ownership of the underlying asset. If this is the case, then the
lease is a finance lease; if not, then it is an operating lease.

If an arrangement contains lease and non-lease components, the Group applies MFRS 15 to allocate the
consideration in the contract based on the stand-alone selling prices.

When the Group is an intermediate lessor, it accounts for its interests in the head lease and the sublease
separately. It assesses the lease classification of a sublease with reference to the right-of-use asset arising
from the head lease, not with reference to the underlying asset. If a head lease is a short-term lease to
which the Group applies the exemption described above, then it classifies the sublease as an operating
lease.

Subsequent measurement
As a lessee

The right-of-use asset is subsequently depreciated using the straight-line method from the
commencement date to the earlier of the end of the useful life of the right-of-use asset or the end of the
lease term. The estimated useful lives of right-of-use asset are determined on the same basis as those of
property, plant and equipment. In addition, the right-of-use asset is periodically reduced by impairment
losses, if any, and adjusted for certain remeasurements of the lease liability.

The lease liability is measured at amortised cost using the effective interest method. It is remeasured
when there is a change in future lease payments arising from a change in an index or rate, if there is
a revision of in-substance fixed lease payments, or if there is a change in the Group’s estimate of the
amount expected to be payable under a residual value guarantee, or if the Group changes its assessment
of whether it will exercise a purchase, extension or termination option.

When the lease liability is remeasured, a corresponding adjustment is made to the carrying amount of the
right-of-use asset, or is recorded in profit or loss if the carrying amount of the right-of-use asset has been
reduced to zero.

As a lessor

The Group recognises lease payments received under operating leases as income on straight-line basis
over the lease term as part of “other income”.



Annual Report
2023

NOTES TO THE FINANCIAL STATEMENTS

31 DECEMBER 2023
Cont’d

3. MATERIAL ACCOUNTING POLICY INFORMATION cont’'d

3.5

3.6

3.7

Goodwill

Goodwill arising from business combination is acquired in a business combination as an asset at the accounting
date and is initially measured at cost being the excess of the cost of business combination over the Group’s
interest in the net fair value of the identifiable assets, liabilities and contingent liabilities. Following the initial
recognition, goodwill is measured at cost less any accumulated impairment losses. Goodwill is not amortised
but instead reviewed for impairment, annually or more frequently if events or changes in circumstances indicate
that the carrying value may be impaired. Gains or losses on disposal of an entity include the carrying amount of
goodwill relating to the entity sold.

Impairment of non-financial assets

The carrying amounts of assets other than financial assets excluding the investments in subsidiaries, deferred
tax assets and inventories are reviewed at the end of each reporting date to determine whether there is any
indication of impairment. If such an indication exists, the asset’s recoverable amount is estimated. For goodwill
that has an indefinite useful life, the recoverable amount is estimated at each reporting date or more frequently
when indicators of impairment are identified.

An impairment loss is recognised if the carrying amount of an asset or its cash-generating unit exceeds its
recoverable amount. Cash-generating unit is the smallest identifiable asset group that generates cash flows that
are largely independent from other assets and groups. Impairment losses are charged to the statement of profit
or loss except for assets that are previously revalued where the revaluation was taken to other comprehensive
income. In this case, the impairment is also recognised in other comprehensive income up to the amount of
any previous revaluation. Impairment losses recognised in respect of cash-generating units are allocated first to
reduce the carrying amount of any goodwill allocated to the units and then to reduce the carrying amount of the
other assets in the unit or groups of units on a pro-rata basis.

The recoverable amount of an asset or cash-generating unit is the higher of its value in use and its fair value
less costs to sell. 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 to the time value of money and the
risks specific to the asset.

An impairment loss in respect of goodwill, if any, is not reversed. An impairment loss is reversed if there has
been a change in the estimates used to determine the recoverable amount. Reversals of impairment losses are
credited to the statement of profit or loss and other comprehensive income in the financial year in which the
reversals are recognised.

Any subsequent increase in recoverable amount of an asset is recognised as reversal of previous impairment
loss and should not exceed the carrying amount that would have been determined, net of amortisation or
depreciation, had no impairment loss been previously recognised for the asset.

Inventories

Inventories are carried in the statement of financial position at the lower of cost and net realisable value. Cost
is determined on a weighted average cost formula. Cost comprises the landed costs of goods purchased and
in the case of work-in-progress and finished goods, comprises cost of materials, direct labour, other direct
charges and an appropriate proportion of production overhead.

Write-down is made for obsolete and slow-moving items based on their expected future use and net realisable
value.

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

(@

(1)

(iii)

Initial recognition and measurement

The Group and the Company recognise a financial asset or a financial liability in the statement of financial
position when, and only when, an entity in the Group and the Company become a party to the contractual
provisions of the instruments.

If a contract is a host financial liability or a non-financial host contract that contains an embedded
derivative, the Group and the Company assess whether the embedded derivative shall be separated from
the host contract on the basis of the economic characteristics and risks of the embedded derivative and
the host contract at the date when the Group and the Company become a party to the contract. If the
embedded derivative is not closely related to the host contract, it is separated from the host contract
and accounted for as a stand-alone derivative. The Group and the Company do not make a subsequent
reassessment of the contract unless there is a change in the terms of the contract that significantly
modifies the expected cash flows or when there is a reclassification of a financial liability out of the fair
value through profit or loss category. Embedded derivatives in host financial assets are not separated.

On initial recognition, all financial assets (including intra-group loans and advances) and financial liabilities
(including intra-group payables and government loans at below market interest rates) are measured at fair
value plus transaction costs if the financial asset or financial liability is not measured at fair value through
profit or loss. For instruments measured at fair value through profit or loss, transaction costs are expensed
to profit or loss when incurred.

Derecognition of financial instruments

For derecognition purposes, the Group and the Company first determine whether a financial asset or a
financial liability should be derecognised in its entirety as a single item or derecognised part-by-part of a
single item or of a group of similar items.

A financial asset, whether as a single item or as a part, is derecognised when, and only when, the
contractual rights to receive the cash flows from the financial asset expire, or when the Group and
the Company transfer the contractual rights to receive cash flows of the financial asset, including
circumstances when the Group and the Company act only as a collecting agent of the transferee, and
retain no significant risks and rewards of ownership of the financial asset or no continuing involvement in
the control of the financial asset transferred.

A financial liability is derecognised when, and only when, it is legally extinguished, which is either when the
obligation specified in the contract is discharged or cancelled or expired. A substantial modification of the
terms of an existing financial liability is accounted for as an extinguishment of the original financial liability
and the recognition of a new financial liability. For this purpose, the Group and the Company consider a
modification as substantial if the present value of the revised cash flows of the modified terms discounted
at the original effective interest rate is different by 10% or more when compared with the carrying amount
of the original liability.

Financial assets

For the purpose of subsequent measurement, the Group and the Company classify financial assets into
three measurement categories, namely: (i) financial assets at amortised cost (“AC”); (i) financial assets at
fair value through other comprehensive income (“FVOCI”); and (ii)) financial assets at fair value through
profit or loss (“FVPL”). The classification is based on the Group’s and the Company’s business model
objective for managing the financial assets and the contractual cash flow characteristics of the financial
instruments.
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3.8 Financial instruments cont’d

(iii)

(iv)

V)

(vi)

Financial assets cont’'d
After initial recognition, the Group and the Company measure financial assets, as follow:

(i) Financial assets at AC
A financial asset is measured at amortised cost if: (a) it is held within the Group’s and the Company’s
business objective to hold the asset only to collect contractual cash flows, and (b) the contractual
terms of the financial asset give rise on specified dates to cash flows that are solely payments of
principal and interest in principal outstanding.

(i) Financial assets at FVOCI
A financial asset is measured at FVOCI if: (a) it is held within the Groups’ and the Company’s
business objective to hold the asset both to collect contractual cash flows and selling the financial
asset, and (b) the contractual terms of the financial asset give rise on specified dates to cash flows
that are solely payments of principal and interest in principal outstanding.

(i) Financial assets at FVPL
A financial asset is measured at FVPL if it is an equity investment, held for trading (including
derivative assets) or if it does not meet any of the condition specified for the AC or FVOCI model.

Other than financial assets measured at fair value through profit or loss, all other financial assets are
subject to review for impairment in accordance with Note 3.8(vii).

Financial liabilities

After initial recognition, the Group and the Company measure all financial liabilities at amortised cost using
the effective interest method, except for:

(i) Financial liabilities at fair value through profit or loss (including derivatives that are liabilities) are
measured at fair value.

(i)  Financial liabilities that arise when a transfer of a financial asset does not qualify for derecognition or
when the continuing involvement approach applies. Paragraph 3.2.15 and 3.2.17 of MFRS 9 apply
to the measurement of such financial liabilities.

(i)  Financial guarantee contract is a contract that requires the issuer to make specified payments to
reimburse the holder for a loss it incurs because a specified debtor fails to make payment when due
in accordance with the original or modified terms of a debt instrument. Financial guarantees issued
are initially measured at fair value. Subsequently, they are measured at higher of: (a) the amount of
the loss allowance; and (b) the amount initially recognised less, when appropriate, the cumulative
of income recognised in accordance with the principles in MFRS 15 Revenue from Contracts with
Customers.

Fair value measurement

The fair value of a financial asset or a financial liability is determined by reference to the quoted market
price in an active market, and in the absence of an observable market price, by a valuation technique as
described in Note 3.19.

Recognition of gains and losses

Fair value changes of financial assets and financial liabilities classified as at fair value through profit or loss
are recognised in profit or loss when they arise.
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3.8 Financial instruments cont’d

(vi)

(vii)

Recognition of gains and losses cont’'d

For financial assets mandatorily measured at FVOCI, interest income (calculated using the effective interest
rate method), impairment losses, and exchange gains or loss are recognised in profit or loss. All other
gains or losses are recognised in other comprehensive income and retained in a fair value reserve. On
derecognition of the financial assets, the cumulative gain or loss recognised in OClI is reclassified to profit
or loss as a reclassification adjustment.

For financial assets and financial liabilities carried at amortised cost, interest income and interest expense
are recognised in profit or loss using the effective interest method. A gain or loss is recognised in profit
or loss only when the financial asset or financial liability is derecognised or impaired, and through the
amortisation process of the instrument.

Impairment of financial assets

The Group and the Company apply the expected credit loss model (“ECL”) of MFRS 9 to recognise
impairment losses of financial assets measured at amortised cost or at fair value through other
comprehensive income. Except for trade receivables, a 12-month ECL is recognised in profit or loss
on the date of origination or purchase of the financial assets. At the end of each reporting period, the
Group and the Company assess whether there has been a significant increase in credit risk of a financial
asset since its initial recognition or at the end of the prior period. Other than for financial assets which are
considered to be of low risk grade, a lifetime ECL is recognised if there has been a significant increase in
credit risk since initial recognition. For trade receivables, the Group and the Company have availed the
exception to the 12-m