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5 - YEAR GROUP FINANCIAL HIGHLIGHTS

	 Financial Years Ended 31st December
	 (RM Million)
	 2015	 2016	 2017	 2018	 2019
		  (Restated)	 (Restated)	 (Restated)

Revenue	  1,894 	  2,052 	  2,259 	  2,194 	 2,155

Profit Before Tax	  154 	  145 	  173 	  156 	 157

Profit Attributable to Owners of the Company	  115 	  111 	  130 	  118 	 119

Equity Attributable to Owners of the Company	 1,167 	  1,189	  1,254 	  1,308 	 1,363

Net Tangible Assets Per Share (Sen)	   542 	  552	  583 	  608   	 633

Earnings Per Share (Sen)	  53.6 	  51.5 	  60.4 	  55.0	 55.6

Net Dividend Per Share (Sen)	  30.0 	  30.0 	  30.0 	  30.0  	 19.0
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NOTICE OF ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN that the 38th Annual General Meeting of LAM SOON (M) BERHAD will be conducted 
entirely through live streaming from the broadcast venue at Symphony Square Auditorium, 3A Floor, No. 5 
Jalan Prof. Khoo Kay Kim, Seksyen 13, 46200 Petaling Jaya, Selangor Darul Ehsan on Wednesday, 26 August 
2020 at 3.00 p.m. for the following purposes:

AGENDA

 
 
 

(Resolution 1)

(Resolution 2)

(Resolution 3)

(Resolution 4)

(Resolution 5)

(Resolution 6)

(Resolution 7)

1.	 To receive the Audited Financial Statements for the financial year ended 
	 31 December 2019 together with the Reports of the Directors and Auditors thereon.
	 (Please refer to Explanatory Note 1)

2.	 To approve the payment of a Final Single Tier Dividend of 10.0 sen per ordinary 
share in respect of the financial year ended 31 December 2019.

3.	 To approve the payment of Directors’ fees for the financial year ended 31 December 2019.

4.	 To re-elect the following Directors who retire by rotation in accordance with Article 
78 of the Constitution of the Company and being eligible, offer themselves for 
re-election: 

	 (i)	 Mr. Khoo Heng Suan

	 (ii)	 Lt Jen Dato’ Sri Che Akmar bin Md Noor TUDM (B) 

5.	 To re-elect the following Directors who retire in accordance with Article 85 of the 
Constitution of the Company and being eligible, offer themselves for re-election: 

	 (i)	 Datin Shelina binti Razaly Wahi 

	 (ii)	 Encik Mohd Fazli bin Zainal

6.	 To re-appoint Mazars PLT as Auditors for the ensuing year and to authorize the 
Directors to fix their remuneration.

7.	 To transact any other business of which due notice shall have been given in 
accordance with the Companies Act 2016 and the Company’s Constitution.

BY ORDER OF THE BOARD

THIAN YEW FONG
Company Secretary
(MAICSA 7011924)

Shah Alam
3 August 2020
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NOTICE OF ANNUAL GENERAL MEETING (cont’d)

NOTES: 

i)	 The Broadcast Venue is strictly for the purpose of complying with Section 327(2) of the Companies Act 
2016 which requires the Chairperson of the Meeting to be present at the main venue of the meeting.

	 Shareholders WILL NOT BE ALLOWED to attend this 38th Annual General Meeting (“AGM”) in person at 
the Broadcast Venue on the day of the meeting.

	 Shareholders are to attend, speak (including posing questions to the Board via real time submission of 
typed texts) and vote (collectively, “participate”) remotely at this AGM via the Remote Participation 
and Voting facilities provided by Boardroom Share Registrars Sdn Bhd via its online website at 

	 https://boardroomlimited.my

ii)	 A member entitled to attend and vote at the annual general meeting is entitled to appoint a proxy instead 
of him. A proxy need not be a member of the Company.  The instrument appointing a proxy shall be in 
writing under the hand of the appointor or of his attorney duly authorised in writing or, if the appointor 
is a corporation, either under seal or under the hand of an officer or attorney duly authorised.

iii)	 The instrument appointing the proxy must be deposited at the office of the Company’s Share Registrar, 
Boardroom Share Registrars Sdn Bhd, at 11th Floor, Menara Symphony, No. 5 Jalan Prof. Khoo Kay Kim, 
Seksyen 13, 46200 Petaling Jaya, Selangor Darul Ehsan or email to bsr.helpdesk@boardroomlimited.com 
not less than 48 hours before the time for holding the meeting or adjourned meeting.

EXPLANATORY NOTE:

1.	 Explanatory note on Audited Financial Statements:

	 The Audited Financial Statements laid at this meeting pursuant to Section 340 of the Companies Act, 
2016 are meant for discussion only. It does not require shareholders’ approval, and therefore, shall not 
be put forward for voting.
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Introduction

On behalf of the Board of Directors, I am pleased to present the Annual Report of LAM SOON (M) BERHAD 
for the financial year ended 31 December 2019.

FINANCIAL PERFORMANCE 

At the consolidated level, your Group sales revenue for the year 2019 was RM 2.15 billion, 1.8% lower compared 
to RM 2.19 billion in year 2018 .The decline was mainly due to lower average selling prices of palm and lauric 
based products.

Overall, your Group maintained its pre-tax profit at RM 157.37 million (2018: RM 155.85 million), sustained 
by contributions from its core businesses of fast moving consumer goods (FMCG), oleochemicals and oil palm 
plantation sectors. At Company level, increased dividends received from subsidiaries and associates, which 
amounted to RM 89.54 million (2018: RM 80.70 million), culminated in higher profit before tax for the year 
at RM 88.05 million (2018: RM 79.32 million).

REVENUE BY BUSINESS ACTIVITY

MESSAGE FROM THE EXECUTIVE CHAIRMAN

Plantations and Oleochemicals Manufacturing and marketing of FMCG

2018
RM 2.19 Billion27.2% 72.8%

2019
RM 2.15 Billion

24.4%

75.6%

MARKET FACTORS 

The global economy expanded at a slower pace of 2.9% in 2019 (2018: 3.6%). Likewise, Malaysia’s 2019 GDP 
recorded a lower growth of 4.3%, compared to 4.7% in 2018. 

Crude Palm Oil (CPO) prices have been volatile, hovering within the range of RM 1,800/MT to RM 3,025/MT over 
the year. The monthly average price for the entire year was RM 2,119/MT (2018: RM 2,236/MT), a decrease 
of 5.23% year on year. Crude Palm Kernel Oil (CPKO) price was similarly volatile, fluctuating from over 
RM 3,000/MT at the beginning of year to the level of RM 2,200/MT by the middle of the year. It ended with a 
higher average price of RM 3,758/MT in December 2019 (2018: RM 1,971/MT). 

LAM SOON EDIBLE OILS SDN BHD (LSEO) - FMCG

To maintain market share, LSEO intensified its advertising and promotional activities. Higher sales volume for 
certain chilled and food categories helped lift sales revenue to RM 1.61 billion, an increase of RM 30.5 million 
or 1.9%. LSEO’s profit before tax for 2019 was RM 72.01 million (2018: RM 83.01 million). One reason for the 
13.3% decline in profit before tax was the higher cost incurred for depreciation and financing of the new 
Cyberjaya Distribution Centre, which became fully operational in 2019.

PACIFIC OLEOCHEMICALS SDN BHD (POC)

Due to lower average selling prices, sales revenue for POC fell year on year by RM 69.95 million or 13.1% 
to RM 463.97 million. POC operates in a very competitive business environment dominated by much larger 
integrated players. Nevertheless, thanks to vigilant monitoring of commodity prices and operating costs, POC 
achieved a higher profit before tax of RM 31.43 million (2018: RM 22.92 million), or an increase of 37.1%. 
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MESSAGE FROM THE EXECUTIVE CHAIRMAN (cont’d)

LAM SOON PLANTATIONS SDN BHD (LSPSB)

LSPSB profit before tax was marginally lower at RM 30.89 million (2018: RM 31.61 million). The company’s 
average CPO price realised was RM 2,120/MT (2018: RM 2,227/MT), a decline of 4.8%. However, higher sales 
volume from increased fresh fruit bunches (FFB) and CPO output helped to minimise the negative impact of 
lower average selling price. The palm trees are largely past prime age and a replanting programme is in progress.

DARA-LAM SOON SDN BHD (DLSSB)

At our 40% associate, DLSSB, higher CPO production volume compensated for the reduction in average selling 
prices. The company achieved higher CPO production volume of 24,486MT (2018: 21,605MT), increasing sales 
revenue at company level by RM 10.49 million. Company level profit before tax was RM 25.18 million, an 
increase of 4.2% (2018: RM 24.16 million). The CPO extraction rate for DLSSB at 21.4% is higher than the 
national average of 20.2%. 

SOUTHERN LION SDN BHD (SLSB)

SLSB, your Company’s 50% associate, registered a lower sales revenue of RM 621.1 million in year 2019, a decline 
of 2.7%, in line with the weaker consumer sentiment and uncertain economic prospects. Nevertheless, its profit 
after tax increased to RM 47.2 million (2018: RM 42 million). SLSB benefitted from improved manufacturing 
efficiency and lower commodity cost for key raw materials.  Profit contribution from SLSB to our Group 
increased to RM 23.6 million (2018: RM 21.0 million). 

During the year, SLSB launched Systema Sensitive Toothpaste to enter the functional toothpaste segment. 
Meanwhile, Systema’s market share within the tapered toothbrush segment has increased to 35.6%. At the 
same time, fabric care brands Bio-Zip and TOP retained their brand leadership positions within the polybag 
and regular powder detergent categories respectively. Furthermore, TOP detergent was named recipient of 
the Platinum award, an award that recognises the “best-in-class” brands, within Household Products Category 
at the prestigious 2019 Putra Brand Awards.

MARKETING

Amidst a challenging macro environment, the Group demonstrated its resilience to achieve sustainable 
growth.  We have been investing resources behind our 21st Century brands through new product offerings, 
the harmonising of digital and traditional marketing, and strategic channel development.  Such investments 
have paid off as LSEO recorded improvement of brand shares in the targeted segments of Soft Oil, Olive Oil, 
Medicated Personal Care and Green Cleaning.

Neither have we neglected our legacy brands and product categories, which have outperformed the market. 
We attribute this to the speed of market response from our vast sales and distribution network. The network 
has been further strengthened by the addition of the Group’s third 21st Century Distribution Centre in 
Cyberjaya, Selangor (following Senai, Johor and Bukit Minyak, Penang). It is equipped with a modern Warehouse 
Management system and a floor area of 277,000 sq. ft., 22,000 pallets and 43 loading bays, and designed to 
meet growing demand from our FMCG customers in the Central Region. Cyberjaya Distribution Centre was 
officially opened in June 2019.   

A strategic re-evaluation of our Fats and Margarine business unit resulted in margin enhancement. Through 
the partnership with Arla, the Group was able to make significant inroads in the Dairy categories in both the 
retail and food service channels.
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MESSAGE FROM THE EXECUTIVE CHAIRMAN (cont’d)

MARKETING (cont’d)

Long term and sustainable brand building remains a core focus of Lam Soon’s FMCG business. The following 
joins the growing list of brand accolades and awards:

Brands		  Awards    

Knife		  2019 Reader’s Digest Trusted Brand Award (Platinum)		

		  2019 Brand Laureate Award (Brand Influencer - Cooking Oil)

Buruh		  2019 Reader’s Digest Trusted Brand Award (Gold)	

Naturel		  2019 Brand Laureate Award (Most Favourite Brand – Olive Oil)

		  2019 Her World’s Dapur with Love Awards (Cooking Oil, Olive Oil 
		  and Soft Margarine)

		  2019 Baby Talk & Mama Papa Readers’ Choice Awards 

		  2019 Natural Health Reader’s Choice Awards* 	

Antabax		  2019 Brand Laureate Award (Brand Influencer – Derma Protection 
		  Solutions)

Bio-home		  2019 Naturel Health Reader’s Choice Award* (Glass Cleaner)

*Natural Health Magazine	

MANUFACTURING

LSEO’s margarine plant in Pasir Gudang is being enhanced with the installation of new packing machines. We 
continuously seek to improve food safety control. The laboratory has accordingly been equipped with GC-MS 
for the testing and analysis of carcinogenic contaminants. Likewise, the cold chain management is further 
strengthened with an additional refrigeration system.

Oil packing has now been consolidated in the Telok Panglima Garang factory to achieve economies of scale. At 
the same time, enhancements were undertaken to improve work flow and productivity to accommodate the 
additional production capacity. These include construction of a new container parking yard with 14 additional 
parking units and the use of a secondary gate access for better handling of incoming and outgoing of materials. 
With a view towards environment and employees’ welfare, LSEO TPG has installed LED lights and HVLS fans 
in the warehouse and production area thereby improving the ventilation and working environment.

Both LSEO factories in Telok Panglima Garang and Pasir Gudang achieved another milestone after they were 
successfully certified to MSPO SCCS in July and August 2019 respectively. In addition, LSEO Pasir Gudang has 
successfully upgraded its RSPO Certification from Mass Balance to Segregation for bulk oil products. It also 
passed the 4-Pillar (labour standards, health & safety, environment and business ethics) Sedex Members Ethical 
Trade Audit in September 2019. These certifications underscore your company’s commitment towards building 
sustainable and ethical supply chains.

POC constantly monitors and updates its Occupational Health and Safety management systems and in 2019 
undertook the process of transition from OHSAS 18001: 2017 to ISO45001: 2018 before the expiry of the 
current certification in March 2021. It also successfully obtained the Malaysian Sustainable Palm Oil (MSPO) 
Supply Chain certification.  

SUSTAINABILITY AND COMMUNITY 

As a recipient of the Roundtable Sustainable Palm Oil (RSPO) certification, we at Lam Soon are working 
continuously to ensure adherence to the RSPO Principles and Criteria in producing sustainable CPO as well as 
caring for the environment, our employees and the community at large. To this end, our plantation companies 
have undertaken education and healthcare initiatives at their respective estates. 
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MESSAGE FROM THE EXECUTIVE CHAIRMAN (cont’d)

SUSTAINABILITY AND COMMUNITY (cont’d)

Lam Soon Plantation Sdn Bhd‘s estate in Lahad Datu , Sabah

In collaboration with the Indonesian Government, LSPSB extended the access for students to secondary school 
education, with classes conducted at its primary school built in 2018. The company also provided funding for 
the teachers’ remuneration.  In recognition of our effort in providing good healthcare for our employees, 
LSPSB’s clinic (Klinik Ladang Lam Soon)  was named  ’Exemplary  Clinic for the Year 2018‘ at the ‘Sabah  Estate 
Dresser Day‘ event held at Sandakan Hotel on 13 August 2019.  

Dara-Lam Soon Sdn Bhd‘s estate in Pahang  

Within the vicinity of the plantation estate is a town with a Government aided primary school and certain 
“Orang Asli“ settlements. In 2019, the company supported a programme to maintain the town’s cleanliness 
as well as provided funding for the school’s activities and free healthcare for the Orang Asli community.

PROSPECTS

The COVID-19 pandemic is having a severe impact on businesses across the globe and Malaysia is no exception.  
In 2020, Malaysia’s Gross Domestic Product (GDP) is forecast to contract by 3.8% year on year. 

For the FMCG business, the initial stock up of cooking oils, fats and hand sanitisers boosted demand and 
drove up sales for LSEO during MCO period from March to June 2020, contributing to an increase in operating 
profits. However, such high level of demand may not be sustainable in view of worsening market conditions 
and growing hardship. Unemployment rate reached its highest level of 5.3% in May 2020, up from 3.4% in 
April 2020. We foresee the second half of 2020 to be a challenging period as consumer sentiment deteriorates. 

DIVIDENDS

During the year, your Company paid a single tier interim dividend of 9.0 sen per share amounting to a net payment 
of RM 19.33 million for the financial year ended 31 December 2019 (2018: 9.0 sen per share, RM 19.33 million).

In view of the uncertainties posed by COVID-19 pandemic and the bleak economic outlook, your Board is proposing 
the payment of a Final single tier dividend of 10.0 sen per share, amounting to RM 21.47 million (2018: 21.0 sen 
per share, RM 45.09 million) for shareholders’ approval at the forthcoming Annual General Meeting.

The proposed Final dividend will bring the total net dividend payments for the financial year ended 31 December 
2019 to 19.0 sen per share or RM 40.80 million (2018: 30.0 sen per share or RM 64.42 million).

APPRECIATION

On behalf of my fellow Directors, I would like to take this opportunity to record our sincere thanks and 
appreciation to both Encik Zainal Abidin Bin Jamal and Encik Nik Abdul Hamid Shukri Bin Nik Abdullah for 
their counsel and contributions during their tenure on the Board. At the same time, I would like to extend a 
warm welcome to Y. Bhg. Datin Shelina Binti Razaly Wahi and Encik Mohd. Fazli Bin Zainal who succeeded 
Encik Zainal Abidin and Encik Nik Abdul Hamid Shukri, respectively. 

On behalf of the Board, we would like to thank all our valued customers and business associates for the 
continuous support. Our appreciation also go to the management staff and employees for their untiring 
efforts, commitment and dedication in ensuring the continual success of the Group, and to our shareholders,  
for the trust and confidence in us to continue delivering value.

I would also like to express my appreciation to my fellow Board members for their support and invaluable 
advice throughout the year.

Whang Shang Ying
Executive Chairman

28 July 2020
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DIRECTORS’ REPORT
FOR THE YEAR ENDED 31 DECEMBER 2019

The directors have pleasure in submitting their report and the audited financial statements of the Group and 
of the Company for the financial year ended 31 December 2019.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment and property holding.

The principal activities of the subsidiaries are indicated in Note 9 to the financial statements.

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

RESULTS

			   Group	 Company
			   RM ’000	 RM ’000

Profit for the financial year	 125,963	 87,122

Attributable to:
Owners of the Company	 119,363	 87,122
Non-controlling interests	 6,600	 -

	 125,963	 87,122

 
DIVIDENDS

The amounts of dividends paid by the Company since the end of the previous financial year were as follows:

				    RM ’000

In respect of the year ended 31 December 2018:
- Final single-tier dividend of 21 sen per share, paid on 22 August 2019		  45,091

In respect of the year ended 31 December 2019:
- Interim single-tier dividend of 9 sen per share, paid on 28 November 2019		  19,325

		  64,416

The directors now recommend the payment of a final single-tier dividend of 10 sen per share amounting to 
RM21,472,001 for the financial year ended 31 December 2019, subject to approval of the shareholders at the 
forthcoming annual general meeting of the Company. The financial statements for the current year do not 
reflect this proposed dividend. Such dividend, if approved, will be accounted for in equity as an appropriation 
of retained earnings in the financial year ending 31 December 2020.
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ISSUE OF SHARES AND DEBENTURES

There were no issuance of shares or debentures during the financial year.

SHARE OPTIONS

No option was granted to any person to take up unissued shares of the Company during the financial year.

RESERVES AND PROVISIONS

All material transfers, if any, to or from reserves and provisions during the financial year are disclosed in the 
financial statements.

ULTIMATE HOLDING COMPANY

The directors regard Lam Soon Cannery Private Limited, a company incorporated in the Republic of Singapore, 
as the ultimate holding company.

DIRECTORS

The directors in office during the year commencing from the beginning of the financial year to the date of 
this report are:

Mr. Whang Shang Ying
Mr. Khoo Heng Suan
Mr. Quick Back Heng @ Kuek Bak Heng
Mr. Leslie Mah Kim Loong
Y. Bhg. Lt Jen Dato’ Sri Che Akmar bin Md Noor TUDM (B)
Y. Bhg. Datin Shelina binti Razaly Wahi	 (Appointed on 1 August 2019)
Encik Mohd Fazli bin Zainal	 (Appointed on 30 September 2019)
Y. Bhg. Dato’ Mohammed Adnan bin Datuk Shuaib	 (Retired on 25 June 2019)
Encik Nik Abdul Hamid Shukri bin Nik Abdullah	 (Resigned on 1 July 2019)
Encik Zainal Abidin bin Jamal	 (Resigned on 22 January 2020)

The names of the directors of the Company’s subsidiaries who served on the respective board of the subsidiaries 
since the beginning of the financial year to the date of this report are disclosed in the Appendix to the financial 
statements.

DIRECTORS’ REPORT (cont’d)

FOR THE YEAR ENDED 31 DECEMBER 2019



Lam Soon (M) Berhad [198201004526 (84273-H)]
12

annual report 2019

DIRECTORS’ INTERESTS IN SHARES

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

<---------------- Number of ordinary shares ---------------->
	 At			   At
	 01-01-2019	 Bought	 Sold	 31-12-2019
The Company

Mr. Whang Shang Ying
- deemed interest	 111,811,812	 3,000	 -	 111,814,812

Mr. Khoo Heng Suan
- direct interest	 23,000	 -	 -	 23,000
- deemed interest	 165,000	 -	 -	 165,000

Mr. Quick Back Heng @ Kuek Bak Heng
- direct interest	 110,000	 -	 -	 110,000

Lam Soon Cannery Private Limited
  (Ultimate holding company)

Mr. Whang Shang Ying
- direct interest	 71,387,108	 -	 -	 71,387,108

Lam Soon Strategic Sdn. Bhd.
  (Immediate holding company)

Mr. Whang Shang Ying
- direct interest	 84,783	 53	 -	 84,836
- deemed interest	 428,416	 -	 -	 428,416

Mr. Khoo Heng Suan
- deemed interest	 29,000	 -	 -	 29,000

Mr. Quick Back Heng @ Kuek Bak Heng
- direct interest	 13,000	 -	 -	 13,000

Subsidiaries of the Immediate holding company

Alpha Management Services Sdn. Bhd.

Mr. Whang Shang Ying
- deemed interest	 999,998	 999,998	 -	 1,999,996

Mr. Khoo Heng Suan
- direct interest	 2	 2	 -	 4

DIRECTORS’ REPORT (cont’d)

FOR THE YEAR ENDED 31 DECEMBER 2019
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DIRECTORS’ INTERESTS IN SHARES (cont’d)

<---------------- Number of ordinary shares ---------------->
	 At			   At
	 01-01-2019	 Bought	 Sold	 31-12-2019

Lam Soon Management Services Sdn. Bhd.

Mr. Whang Shang Ying
- deemed interest	 79,999	 -	 -	 79,999

Mr. Khoo Heng Suan
- direct interest	 1	 -	 -	 1

Dara-Lam Soon Sdn. Bhd.

Mr. Whang Shang Ying
- deemed interest	 51,000,000	 -	 -	 51,000,000

DLS Properties Sdn. Bhd.
  (Subsidiary of Dara-Lam Soon Sdn. Bhd.)

Mr. Whang Shang Ying
- deemed interest	 9,070,000	 -	 -	 9,070,000

Mr. Khoo Heng Suan
- deemed interest	 60,000	 -	 -	 60,000

Urbanspace Sdn. Bhd.

Mr. Whang Shang Ying
- deemed interest	 22,780,000	 3,685,000	 -	 26,465,000

Asas Awana Sdn. Bhd.
  (Subsidiary of Urbanspace Sdn. Bhd.)

Mr. Whang Shang Ying
- deemed interest	 1,000,000	 -	 -	 1,000,000

Subsidiaries of the Company

Lam Soon Plantations Sdn. Bhd.

Mr. Whang Shang Ying
- direct interest	 9,075,360	 -	 -	 9,075,360
- deemed interest	 224,273,313	 -	 -	 224,273,313

Mr. Khoo Heng Suan
- deemed interest	 15,731,360	 -	 -	 15,731,360

DIRECTORS’ REPORT (cont’d)

FOR THE YEAR ENDED 31 DECEMBER 2019
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DIRECTORS’ INTERESTS IN SHARES (cont’d)

<---------------- Number of ordinary shares ---------------->
	 At			   At
	 01-01-2019	 Bought	 Sold	 31-12-2019

Lam Soon Edible Oils Sdn. Bhd.

Mr. Whang Shang Ying
- deemed interest	 55,847,147	 55,847,147	 -	 111,694,294

Mr. Khoo Heng Suan
- direct interest	 1,000	 1,000	 -	 2,000

Subsidiaries of Lam Soon Plantations Sdn. Bhd.

Pacific Oleochemicals Sdn. Bhd.

Mr. Whang Shang Ying
- deemed interest	 100,000,000	 -	 -	 100,000,000

LS Cyber DC Sdn. Bhd.

Mr. Whang Shang Ying
- deemed interest	 40,000,000	 5,000,000	 -	 45,000,000

Pacoleo Pte. Ltd.

Mr. Whang Shang Ying
- deemed interest	 2	 -	 -	 2

Subsidiaries of Lam Soon Edible Oils Sdn. Bhd.

LM Services Sdn. Bhd.

Mr. Whang Shang Ying
- deemed interest	 10,000	 -	 -	 10,000

Lam Soon Trading Sdn. Bhd.

Mr. Whang Shang Ying
- deemed interest	 2,785,000	 -	 -	 2,785,000

By virtue of their interests in shares in the Company, Mr. Whang Shang Ying and Mr. Khoo Heng Suan are 
deemed to have interests in shares of all subsidiaries to the extent the Company has an interest.

None of the other directors in office at the end of the financial year had any interest in shares in the Company 
or its related corporations during the financial year.

DIRECTORS’ REPORT (cont’d)
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DIRECTORS’ BENEFITS

Neither during nor at the end of the financial year was the Company a party to any arrangements whose 
object is to enable the directors of the Company to acquire benefits by means of the acquisition of shares in, 
or debentures of, the Company or any other body corporate.
 
Since the end of the previous financial year, no director of the Company has received or become entitled 
to receive any benefits other than included in the aggregate amount of emoluments received or due and 
receivable by the directors as shown in the financial statements or the fixed salary of a full time employee of 
the Company as shown in Note 30 to the financial statements by reason of a contract made by the Company 
or a related corporation with the director or with a firm of which the director is a member, or with a company 
in which the director has a substantial financial interest except for any benefits which may be deemed to have 
arisen from transactions disclosed in Note 35 to the financial statements.

INDEMNITY AND INSURANCE COSTS

During the financial year, the total amount of indemnity coverage and insurance premium paid for the directors 
and officers of the Group are RM10,000,000 and RM32,706 respectively.

OTHER INFORMATION

(a)	 Before the financial statements of the Group and of the Company were made out, the directors took 
reasonable steps:

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

(ii)	 to ensure that any current assets which were unlikely to realise in the ordinary course of business 
their values as shown in the accounting records had been written down to an amount which they 
might be expected so to realise.

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

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

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

(iii)	 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.

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

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

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

DIRECTORS’ REPORT (cont’d)

FOR THE YEAR ENDED 31 DECEMBER 2019
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OTHER INFORMATION (cont’d)

(d)	 No contingent or other liability of the Group and of the Company has become enforceable or is likely 
to become enforceable within the period of twelve months after the end of the financial year which, in 
the opinion of the directors, will or may affect the ability of the Group or of the Company to meet their 
obligations as and when they fall due.

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

(f)	 In the opinion of the directors:

(i)	 the results of the operations of the Group and of the Company for the financial year were not 
substantially affected by any item, transaction or event of a material and unusual nature; and

(ii)	 there has not arisen in the interval between the end of the financial year and the date of this 
report any item, transaction or event of a material and unusual nature likely to affect substantially 
the results of the operations of the Group and of the Company for the financial year in which this 
report is made.

AUDITORS

Auditors’ remuneration is set out in Note 30 to the financial statements.

The auditors, Mazars PLT, Chartered Accountants, have expressed their willingness to accept re-appointment.

There was no indemnity given to or insurance effected for the auditors of the Company.

APPROVAL OF THE DIRECTORS’ REPORT

This report is approved by the board of directors, and signed on behalf of the board of directors in accordance 
with a directors’ resolution.

WHANG SHANG YING	 KHOO HENG SUAN
Director	 Director

Date: 28 July 2020

DIRECTORS’ REPORT (cont’d)
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Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Lam Soon (M) Berhad, which comprise the statements of financial 
position as at 31 December 2019 of the Group and of the Company, and the statements of comprehensive 
income, statements of changes in equity and statements of cash flows of the Group and of the Company 
for the financial year then ended, and notes to the financial statements, including a summary of significant 
accounting policies, as set out on pages 20 to 89.

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

Basis for Opinion

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

Independence and Other Ethical Responsibilities

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

Information Other than the Financial Statements and Auditors’ Report Thereon

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

Our opinion on the financial statements of the Group and of the Company does not cover the other information 
and we do not express any form of assurance conclusion thereon.

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

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

Responsibilities of the Directors for the Financial Statements

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

INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF
LAM SOON (M) BERHAD (Incorporated in Malaysia)
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In preparing the financial statements of the Group and of the Company, the directors are responsible for 
assessing the Group’s and the Company’s ability to continue as a going concern, disclosing, as applicable, matters 
related to going concern and using the going concern basis of accounting unless the directors either intend 
to liquidate the Group or the Company or to cease operations, or have no realistic alternative but to do so.

Auditors’ Responsibilities for the Audit of the Financial Statements

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

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

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

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

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

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

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

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

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

INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF
LAM SOON (M) BERHAD (cont’d)
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Report on Other Legal and Regulatory Requirements

In accordance with the requirements of the Companies Act 2016 in Malaysia, we report that the subsidiaries 
of which we have not acted as auditors, are disclosed in Note 9 to the financial statements.

 

Other Matter

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

MAZARS PLT	 YAP CHING SHIN
LLP0010622-LCA	 02022/03/2022 J
AF 001954	 Chartered Accountant
Chartered Accountants

Kuala Lumpur

Date: 28 July 2020

INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF
LAM SOON (M) BERHAD (cont’d)
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	 Group	 Company
	 Note	 2019	 2018	 2019	 2018
		  RM’000	 RM’000	 RM’000	 RM’000

NON-CURRENT ASSETS

Property, plant and equipment	 3	 490,887	 486,272	 509	 594
Prepaid lease payment	 4	 3,094	 3,178	 3,094	 3,178
Investment properties	 5	 82,491	 45,412	 70,568	 73,555
Land held for property development	 6	 62,266	 60,355	 -	 -
Right-of-use assets	 7	 11,388	 -	 -	 -
Intangible assets	 8	 2,572	 2,572	 -	 -
Investments in subsidiaries	 9	 -	 -	 379,689	 379,689
Investments in associates	 10	 131,849	 122,319	 11,135	 11,135
Other investments	 11	 1,095	 1,080	 343	 328
Deferred tax assets	 12	 4,046	 4,380	 -	 -

		  789,688	 725,568	 465,338	 468,479

CURRENT ASSETS

Inventories	 13	 287,588	 261,933	 -	 -
Biological assets	 14	 1,684	 1,028	 -	 -
Trade and other receivables	 15	 285,198	 298,098	 364	 344
Amounts owing by subsidiaries	 9	 -	 -	 268	 294
Amount owing by immediate
  holding company	 16	 -	 4	 -	 -
Amount owing by an associate	 10	 43,139	 32,199	 -	 -
Amounts owing by related companies	 17	 4,719	 5,670	 3	 -
Short term investments	 18	 487,790	 464,815	 355,377	 329,912
Current tax assets		  20	 1,381	 -	 -
Derivatives	 19	 2,068	 1,078	 -	 -
Short term deposits	 20	 18,739	 16,738	 210	 130
Cash and bank balances	 21	 14,322	 15,555	 144	 148

		  1,145,267	 1,098,499	 356,366	 330,828

TOTAL ASSETS		  1,934,955	 1,824,067	 821,704	 799,307

EQUITY

Share capital	 22	 214,720	 214,720	 214,720	 214,720
Reserves	 23	 1,147,880	 1,092,920	 600,925	 578,206

Equity attributable to owners of the 
  Company		  1,362,600	 1,307,640	 815,645	 792,926
Non-controlling interests		  83,935	 82,630	 -	 -

TOTAL EQUITY		  1,446,535	 1,390,270	 815,645	 792,926

STATEMENTS OF FINANCIAL POSITION
31 DECEMBER 2019
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	 Group	 Company
	 Note	 2019	 2018	 2019	 2018
		  RM’000	 RM’000	 RM’000	 RM’000

NON-CURRENT LIABILITIES

Lease liabilities	 7	 8,252	 -	 -	 -
Deferred tax liabilities	 24	 23,640	 22,922	 1,642	 1,642

		  31,892	 22,922	 1,642	 1,642

CURRENT LIABILITIES

Trade and other payables	 25	 200,198	 181,683	 4,353	 4,429
Amount owing to a subsidiary	 9	 -	 -	 -	 58
Amount owing to immediate holding 
  company	 16	 12	 -	 -	 -
Amount owing to an associate	 10	 65,698	 82,512	 -	 -
Amounts owing to related companies	 17	 16,621	 15,734	 1	 -
Bank borrowings	 26	 164,322	 127,453	 -	 -
Lease liabilities	 7	 3,374	 -	 -	 -
Derivatives	 19	 272	 393	 -	 -
Current tax liabilities		  6,031	 3,100	 63	 252

		  456,528	 410,875	 4,417	 4,739

TOTAL LIABILITIES		  488,420	 433,797	 6,059	 6,381

TOTAL EQUITY AND LIABILITIES		  1,934,955	 1,824,067	 821,704	 799,307

The accompanying notes form an integral part of the financial statements

STATEMENTS OF FINANCIAL POSITION (cont’d)

31 DECEMBER 2019
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	 Group	 Company
	 Note	 2019	 2018	 2019	 2018
		  RM’000	 RM’000	 RM’000	 RM’000
 			   (Restated)

Revenue	 27	 2,155,201	 2,193,548	 95,172	 87,191
Cost of sales	 28	 (1,801,853)	 (1,847,165)	 (3,834)	 (3,786)

Gross profit		  353,348	 346,383	 91,338	 83,405
Other income		  15,591	 14,196	 2,254	 1,660
Selling and distribution expenses		  (121,614)	 (112,241)	 -	 -
Administrative and general expenses		  (112,029)	 (112,820)	 (5,540)	 (5,749)
Finance costs	 29	 (8,564)	 (3,857)	 -	 -
Share of results of associates (net of tax)		  30,633	 24,191	 -	 -

Profit before tax	 30	 157,365	 155,852	 88,052	 79,316

Tax expense	 31	 (31,402)	 (31,287)	 (930)	 (1,387)
	
Profit for the year		  125,963	 124,565	 87,122	 77,929

Other comprehensive income, net of tax

Items that will not be reclassified subsequently 
  to profit or loss

Fair value gain on equity investments at fair 
  value through other comprehensive income 
  (“FVTOCI”)		  13	 8	 13	 8

Items that may be reclassified subsequently 
  to profit or loss

Exchange differences on translation of
  foreign operation		  -	 18	 -	 -
	
Total other comprehensive income		  13	 26	 13	 8
	
Total comprehensive income for the year		  125,976	 124,591	 87,135	 77,937

STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2019
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	 Group	 Company
	 Note	 2019	 2018	 2019	 2018
		  RM’000	 RM’000	 RM’000	 RM’000
			   (Restated)

Profit for the year attributable to:

Owners of the Company		  119,363	 118,187	 87,122	 77,929
Non-controlling interests		  6,600	 6,378	 -	 -

		  125,963	 124,565	 87,122	 77,929

Total comprehensive income attributable to:

Owners of the Company		  119,376	 118,213	 87,135	 77,937
Non-controlling interests		  6,600	 6,378	 -	 -

		  125,976	 124,591	 87,135	 77,937

Earnings per ordinary share attributable to 
  owners of the Company (sen)
  - Basic	 32	 55.59	 55.04

Net dividend per ordinary share (sen)
  - paid during the year		  30.00	 30.00
  - proposed for the year

  - Final		  10.00	 21.00

The accompanying notes form an integral part of the financial statements

STATEMENTS OF COMPREHENSIVE INCOME (cont’d)

FOR THE YEAR ENDED 31 DECEMBER 2019
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STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2019

 	                                                                                    <---- Non-distributable--->
		  Equity	 Distributable
 	 Share	 investment	 retained	 Total
	  capital	 reserve	 profits	 equity
 	 RM’000	 RM’000	 RM’000	 RM’000
Company

At 1 January 2018	 214,720	 189	 564,496	 779,405

Other comprehensive income for the year	 -	 8	 -	 8

Profit for the year	 -	 -	 77,929	 77,929

Dividends paid (Note 33)	 -	 -	 (64,416)	 (64,416)

At 31 December 2018	 214,720	 197	 578,009	 792,926

Other comprehensive income for the year	 -	 13	 -	 13

Profit for the year	 -	 -	 87,122	 87,122

Dividends paid (Note 33)	 -	 -	 (64,416)	 (64,416)

At 31 December 2019	 214,720	 210	 600,715	 815,645

The accompanying notes form an integral part of the financial statements
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	 Group	 Company
		  2019	 2018	 2019	 2018
		  RM’000	 RM’000	 RM’000	 RM’000

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before tax	 157,365	 155,852	 88,052	 79,316

Adjustments for:

Amortisation of prepaid lease payment	 84	 84	 84	 84
Bad debts written off	 379	 369	 -	 -
Bad debts recovered	 (146)	 (3)	 -	 -
Depreciation of property, plant and equipment	 39,700	 35,048	 85	 85
Depreciation of investment properties	 1,316	 1,134	 2,987	 2,987
Depreciation of right-of-use assets	 6,019	 -	 -	 -
(Gain) / Loss from change in fair value of 
  biological assets    	 (656)	 332	 -	 -
Gain upon liquidation of a subsidiary	 -	 (784)	 -	 -
Gain on disposal of a subsidiary	 -	 -	 -	 (410)
Gratuity and retirement benefits	 2,960	 2,668	 -	 -
Impairment loss on trade receivables	 125	 -	 -	 -
Inventories written down	 2,645	 276	 -	 -
Inventories written off	 3,184	 2,818	 -	 -
Investment in subsidiary written off	 -	 -	 -	 8
Net gain on disposal of property, plant and 
  equipment	 (156)	 (93)	 -	 -
Net (gain)/loss on redemption of short term 
  investments	 (1,645)	 196	 (985)	 219
Net fair value loss on short term investments	 70	 1,114	 150	 397
Net fair value (gain)/loss on derivatives	 (1,111)	 2,664	 -	 -
Net unrealised loss/(gain) on foreign exchange	 141	 (306)	 -	 -
Property, plant and equipment written off	 767	 259	 -	 -
Share of results of associates	 (30,633)	 (24,191)	 -	 -
Write back of impairment loss on trade receivables	 (32)	 (50)	 -	 -
Dividend income	 (9)	 (22)	 (77,887)	 (70,224)
Dividend income from short term investments	 (17,951)	 (15,729)	 (11,649)	 (10,476)
Interest income	 (994)	 (964)	 (14)	 (613)
Interest expenses	 8,564	 3,857	 -	 -

Operating profit before working capital changes	 169,986	 164,529	 823	 1,373

Changes in inventories	 (32,419)	 (3,535)	 -	 -
Changes in receivables	 (13,323)	 (14,956)	 3	 150
Changes in payables	 (369)	 17,647	 (133)	 (15)

Cash generated from operations	 123,875	 163,685	 693	 1,508

Interest received	 7	 2	 -	 -
Net tax paid	 (26,058)	 (34,195)	 (1,119)	 (1,534)

Net cash generated from/(used in) operating 
  activities	 97,824	 129,492	 (426)	 (26)

STATEMENTS OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2019
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	 Group	 Company
		  2019	 2018	 2019	 2018
		  RM’000	 RM’000	 RM’000	 RM’000

CASH FLOWS FROM INVESTING ACTIVITIES

Additions to land held for development	 (1,911)	 (2,127)	 -	 -
Purchase of property, plant and equipment	 (69,698)	 (100,506)	 -	 (21)
Purchase of investment properties	 (14,270)	 -	 -	 -
Purchase of trademark and licence	 -	 (45)	 -	 -
Purchase of short term and other investments	 (21,402)	 (11,259)	 (24,632)	 (17,236)
Proceeds from disposal of property, plant and
  equipment	 647	 702	 -	 -
Proceeds from disposal of a subsidiary	 -	 -	 -	 420
Distributions received from subsidiaries upon
  liquidation	 15,780	 8,776	 -	 9
Advances to subsidiaries	 -	 -	 -	 (5)
Interest received	 987	 962	 14	 613
Dividends received from subsidiaries	 -	 -	 62,368	 60,752
Dividends received from associates	 22,038	 14,958	 15,510	 9,450
Dividends received from short-term and other
  investments	 17,960	 15,751	 11,658	 10,498

Net cash (used in)/generated from investing activities	 (49,869)	 (72,788)	 64,918	 64,480

CASH FLOWS FROM FINANCING ACTIVITIES

Repayment of bank term loans (Note a)	 -	 (4,500)	 -	 -
Net drawdown of bank borrowings (Note a)	 36,869	 5,456	 -	 -
Lease payment	 (5,781)	 -	 -	 -
Dividends paid to shareholders of the Company	 (64,416)	 (64,416)	 (64,416)	 (64,416)
Dividends of subsidiaries paid to non-controlling

interests	 (5,295)	 (4,823)	 -	 -
Interest paid	 (8,564)	 (3,857)	 -	 -

Net cash used in financing activities	 (47,187)	 (72,140)	 (64,416)	 (64,416)

NET CHANGES IN CASH AND CASH EQUIVALENTS	 768	 (15,436)	 76	 38

EFFECT OF CHANGES IN FOREIGN EXCHANGE RATE	 -	 18	 -	 -

CASH AND CASH EQUIVALENTS BROUGHT FORWARD	 32,293	 47,711	 278	 240

CASH AND CASH EQUIVALENTS CARRIED FORWARD	 33,061	 32,293	 354	 278

STATEMENTS OF CASH FLOWS (cont’d)

FOR THE YEAR ENDED 31 DECEMBER 2019
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	 Group	 Company
		  2019	 2018	 2019	 2018
		  RM’000	 RM’000	 RM’000	 RM’000

Represented by:

SHORT TERM DEPOSITS	 18,739	 16,738	 210	 130

CASH AND BANK BALANCES	 14,322	 15,555	 144	 148

	 33,061	 32,293	 354	 278

Note (a):

Reconciliation of liabilities arising from financing activities

	                                                                                                               Group
	 2019	 2018
	 RM‘000	 RM‘000

At beginning of financial year	 127,453	 126,497

Cash flows:
Repayment of bank term loans	 -	 (4,500)
Drawdown of bank borrowings	 59,930	 91,039
Repayment of bank borrowings	 (23,061)	 (85,583)
Interest paid	 (8,054)	 (3,857)

Non-cash changes:
Interest expenses	 8,054	 3,857

At end of financial year	 164,322	 127,453

The accompanying notes form an integral part of the financial statements

STATEMENTS OF CASH FLOWS (cont’d)

FOR THE YEAR ENDED 31 DECEMBER 2019
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1.	 GENERAL INFORMATION

Lam Soon (M) Berhad (the “Company”) is a public limited company incorporated and domiciled in Malaysia. 
The address of the registered office and principal place of business of the Company is disclosed on page 2.

The ultimate holding company is Lam Soon Cannery Private Limited, a company incorporated in the 
Republic of Singapore.

The immediate holding company is Lam Soon Strategic Sdn Bhd, a company incorporated in Malaysia 
which holds 51.9% (2018: 51.9%) of the issued and paid-up share capital of the Company.

The Company is principally engaged in investment and property holding. The principal activities of the 
subsidiaries are disclosed in Note 9.

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

2.	 SIGNIFICANT ACCOUNTING POLICIES

(a)	 Basis of preparation

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

The measurement bases applied in the preparation of the financial statements include historical 
cost, recoverable value, realisable value and fair value.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an 
orderly transaction in the principal (or most advantageous) market at the measurement date under 
current market condition (i.e. an exit price) regardless of whether that price is directly observable 
or estimated using another valuation technique.

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

The fair value measurement of the Group and of the Company at the reporting date is disclosed 
in Note 38.

The financial statements are presented in Ringgit Malaysia (“RM”), which is also the Company’s 
functional currency. Unless otherwise indicated, the amounts in these financial statements have 
been rounded to the nearest thousand (RM’000).

(b)	 Application of new or amended standards

In current year, the Group and the Company have applied MFRS 16, amendments and interpretation 
that become effective mandatorily for the financial periods beginning on or after 1 January 2019.

The adoption of MFRS 16, amendments and interpretation does not have significant impact on the 
financial statements of the Group and of the Company other than MFRS 16 Leases which is disclosed 
below and in Notes 2(l) and 7 to the financial statements.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019
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2.	 SIGNIFICANT ACCOUNTING POLICIES (cont’d)

(b)	 Application of new or amended standards (cont’d)

MFRS 16 Leases

On 1 January 2019, the Group and the Company has adopted MFRS 16 for the first time.

MFRS 16 replaces MFRS 117 Leases, IC Interpretation 4 Determining whether an Arrangement 
contains a Lease, IC Interpretation 115 Operating Leases - Incentives and IC Interpretation 127 
Evaluating the Substance of Transactions Involving the Legal Form of a Lease.

The Group and the Company adopted MFRS 16 using the modified retrospective approach, with no 
transitional adjustment on the date of initial application to the opening retained earnings as at 1 
January 2019 and without restating the comparative figures. This means comparative information 
is still reported under MFRS 117 and related interpretations.

The details of change in accounting policy are disclosed below.

Definition of a lease

As a lessee, the Group and the Company previously classified leases as operating or finance leases 
based on its assessment of whether the lease transferred substantially all of the risks and rewards 
of ownership. Under MFRS 16, the Group and the Company recognises right-of-use assets and lease 
liabilities based on the assessment of the key factors as below:

	 •	 the contract contains an identified asset, which is either explicitly identified in the contract 
or implicitly specified by being identified at the time the asset is made available to the Group 
and the Company;

	 •	 the Group and the Company has the right to obtain substantially all of the economic benefits 
from use of the identified asset throughout the period of use, considering its rights within 
the defined scope of the contract; and

	 •	 the Group and the Company has the right to direct the use of the identified asset throughout 
the period of use.

For contracts entered into before 1 January 2019, the Group and the Company have elected to 
apply the definition of a lease from MFRS 117 and related interpretations, and such contracts were 
not reassessed based on definition of a lease of MFRS 16.

Hence, at 1 January 2019, for leases classified as operating leases under MFRS 117, lease liabilities 
were measured at the present value of the remaining lease payments, discounted at the Group’s 
incremental borrowing rates for similar assets on that date. Right-of-use assets are measured at an 
amount equal to the lease liabilities, adjusted by any amount of prepaid or accrued lease payments.

The Group and the Company did not change the initial carrying amounts of recognised assets and 
liabilities at the date of initial application for leases previously classified as finance leases (i.e. the 
right-of-use assets and lease liabilities equal the lease assets and liabilities recognised under MFRS 
117). In the statements of financial position, right-of-use assets continue to be included in property, 
plant and equipment and prepaid lease payment.

Additionally, the Group used the following practical expedients when applying MFRS 16 to contracts 
previously accounted as operating leases under MFRS 117:

NOTES TO THE FINANCIAL STATEMENTS (cont’d)

FOR THE YEAR ENDED 31 DECEMBER 2019
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2.	 SIGNIFICANT ACCOUNTING POLICIES (cont’d)

(b)	 Application of new or amended standards (cont’d)

MFRS 16 Leases (cont’d)

Definition of a lease (cont’d)

	 •	 Applied a single discount rate to a portfolio of leases with reasonably similar characteristics.

	 •	 Elected to not include initial direct costs in the measurement of the right-of-use assets for 
operating leases at the date of initial application, being 1 January 2019.

	 •	 Applied the exemption not to recognise right-of-use assets and lease liabilities for leases with 
less than 12 months of lease term at 1 January 2019 and for leases of low value assets, but to 
account them consistently for the lease expense on a straight-line basis over the remaining 
lease term.

	 •	 Relied on management’s historic assessment as to whether leases were onerous immediately 
before 1 January 2019, instead of performing an impairment review on the right-of-use assets 
on 1 January 2019.

	 •	 Benefitted from the use of hindsight and own judgement for determining the lease term 
when considering options to extend and terminate leases.

The following table presents the impact of adopting MFRS 16 on the statements of financial position 
as at 1 January 2019:

			   Group
			   RM’000

Right-of-use assets	 12,137
Lease liabilities	 12,137

The Group discounted lease payments using its incremental borrowing rate as of 1 January 2019. 
The weighted average rate applied ranged between 4.50% to 5.45%.

The following table reconciles the minimum lease commitments disclosed in the Group’s 31 December 
2018 financial statements to the amount of lease liabilities recognised as at 1 January 2019:

			   Group
			   RM’000

Operating lease commitments as at 31 December 2018	 10,622
Adjustments as a result of different treatment of extension and termination 
  options		 1,369
Additional lease liabilities recognised based on initial recognition of MFRS 16	 1,609
Discounted using the incremental borrowing rate at 1 January 2019	 (1,008)
Commitments relating to short-term leases	 (455)

Lease liabilities recognised as at 1 January 2019	 12,137

The Group presents the right-of-use assets and lease liabilities separately on the face of statements 
of the financial position.

NOTES TO THE FINANCIAL STATEMENTS (cont’d)

FOR THE YEAR ENDED 31 DECEMBER 2019
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2.	 SIGNIFICANT ACCOUNTING POLICIES (cont’d)

(c)	 Standards issued that are not yet effective

The Group and the Company have not applied the following amendments which are relevant to 
the Group and the Company that have been issued by the MASB but are not yet effective:

		  Effective Date

Amendments to MFRSs	 Amendments to References to the Conceptual 	 1 January 2020
  	   Framework in MFRS Standards	
Amendments to MFRS 3	 Definition of a Business	 1 January 2020
Amendments to MFRS 101	 Definition of Material	 1 January 2020
  and MFRS 108	
Amendments to MFRS 9, 	 Interest Rate Benchmark Reform	 1 January 2020
  MFRS 139 and MFRS 7	
Amendments to MFRS 16	 Covid-19 – Related Rent Concessions	 1 June 2020
Amendments to MFRS 101	 Classification of Liabilities as Current or 	 1 January 2022
	   Non-current
Amendments to MFRS 1, 	 Annual Improvements to MFRS 2018 - 2020	 1 January 2022
  MFRS 9, MFRS 16 and 
  MFRS 141	
Amendments to MFRS 3	 Reference to Conceptual Framework	 1 January 2022
Amendments to MFRS 116	 Property, Plant and Equipment – Proceeds 	 1 January 2022
	   before Intended Use	
Amendments to MFRS 137	 Onerous Contracts – Cost of Fulfilling a Contract	 1 January 2022

The adoption of the above amendments are not expected to have significant impact on the financial 
statements of the Group and of the Company.

(d)	 Significant accounting judgements and estimates

The preparation of financial statements requires management to exercise judgement in the process 
of applying the accounting policies. It also requires the use of accounting estimates and assumptions 
that affect the reported amounts of assets, liabilities and disclosures of contingent assets and 
liabilities at the end of the reporting period, and reported amounts of income and expenses during 
the financial year.

Although these estimates are based on management’s best knowledge of current events and 
actions, historical experiences and various other factors, including expectations for future events 
that are believed to be reasonable under the circumstances, actual results may ultimately differ 
from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognised in the period in which the estimate is revised and in any future period 
affected.

The key assumptions concerning the future and other key sources associated with estimation 
uncertainty at the reporting date that have a significant risk of causing material adjustment to the 
carrying amounts of assets and liabilities are as follows:

NOTES TO THE FINANCIAL STATEMENTS (cont’d)

FOR THE YEAR ENDED 31 DECEMBER 2019
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2.	 SIGNIFICANT ACCOUNTING POLICIES (cont’d)

(d)	 Significant accounting judgements and estimates (cont’d)

(i)	 Depreciation and useful lives of property, plant and equipment and investment properties

The cost of plant and machinery for the manufacturing of the Group’s palm oil related products 
and other consumer products is depreciated on a straight-line basis over the assets’ useful lives. 
The management estimated the useful lives of these plant and machinery to be between 10 
and 33 years. These are common life expectancies applied in the industry. The management 
estimates the useful lives of investment properties to be 33 to 60 years.

Any changes in the expected level of usage, physical wear and tear and technological 
development could impact the economic useful lives and the residual values of these assets, 
and therefore, future depreciation charges may be revised.

(ii)	 Bearer plants

Bearer plants comprise pre-cropping expenditure incurred from land clearing to the point of 
maturity. Such expenditure is capitalised and is depreciated on a straight-line basis at maturity 
of the crop over the economic useful lives of the crop. In prior year, depreciation of mature 
bearer plants was computed based on the straight-line basis over the remaining useful lives 
of 25 years. In the current year, the useful lives of mature bearer plants have been reviewed 
and adjusted to 22 years. This change in useful lives reflects more accurately the lifespan of 
the bearer plants. The effect of the change in useful lives has been applied prospectively, 
commencing in the current year ended 31 December 2019. The change has resulted in an 
increase in depreciation charge of RM1,506,000 for the current year and a reduction in the 
remaining useful lives of the mature bearer plants.

(iii)	 Biological assets

The Group carries their biological assets at fair value with changes in fair value being recognised 
in profit or loss. The determination of the fair value of the biological assets requires the use of 
estimates on the projected harvest quantities and market price of fresh fruit bunches (“FFB”) 
as at the reporting date. The carrying amount and key assumptions used to determine the 
fair value of the biological assets are further disclosed in Note 14.

(iv)	 Impairment of investments in subsidiaries and associates

Investment in subsidiaries and associates are assessed at each reporting date to determine 
whether there is any indication of impairment. If such an indication exists, an estimation of 
their recoverable amount is required.

Estimating the recoverable amount requires management to make an estimate of the expected 
future cash flows from the subsidiaries and associates and also choose a suitable discount rate 
in order to calculate the present value of those cash flows.

(v)	 Impairment of inventories

Inventories are stated at the lower of cost and net realisable value. The Group estimates the 
net realisable value of inventories based on an assessment of expected selling prices.

Inventories are reviewed on a regular basis and the Group will make an impairment loss for 
excess or obsolete inventories based primarily on historical trends and management estimates 
of expected and future product demand and related pricing.  

NOTES TO THE FINANCIAL STATEMENTS (cont’d)
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2.	 SIGNIFICANT ACCOUNTING POLICIES (cont’d)

(d)	 Significant accounting judgements and estimates (cont’d)

(v)	 Impairment of inventories (cont’d)

Demand levels, technological advances and pricing competition could change from time to 
time. If such factors result in an adverse effect on the Group’s products, the Group might be 
required to reduce the value of its inventories and additional impairment losses for slow-
moving inventories may be required.

(vi)	 Determining the loss allowance for trade receivables

Management assesses the expected credit loss (“ECL”) for trade receivables at each reporting 
date. Credit losses are the difference between the contractual cash flows that are due to the 
entity and the cash flows that it actually expects to receive.

In determining the ECL, management assesses whether there has been any significant increase 
in credit risk since initial recognition of a receivable. Where there has not been a significant 
increase in credit risk since initial recognition, management determines the loss allowance by 
estimating an amount equal to 12-month ECL of that receivable. For those credit exposures 
for which there has been a significant increase in the likelihood or risk of a default occurring 
since initial recognition (instead of on evidence of a financial asset being credit-impaired at 
the reporting date or an actual default occurring), management measures a loss allowance 
for credit losses expected over the remaining life of that receivable. Management exercise 
considerable judgement in these estimations, using historical credit loss experience as well 
as reasonable and supportable information that may include forecasts of future economic 
conditions when estimating the ECL.

(vii)	 Income taxes

Significant estimation is involved in determining the provision for income taxes. There are 
certain transactions and computations for which the ultimate tax determination is uncertain 
during the ordinary course of business. The Group recognises liabilities for expected tax issues 
based on estimates of whether additional taxes will be due. Where the final tax outcome of 
these matters is different from the amounts that were initially recognised, such differences will 
impact the income tax and deferred tax provisions in the period in which such determination 
is made.

(viii)	 Recognition of deferred tax assets

Deferred tax assets are recognised for deductible temporary differences and unutilised tax 
losses to the extent that it is probable that taxable profits will be available in future against 
which the deductible temporary differences and tax losses can be utilised.

Significant management judgement is required to determine the amount of deferred tax 
assets that can be recognised, based on the likely timing and level of future taxable profits 
together with future tax planning strategies.

NOTES TO THE FINANCIAL STATEMENTS (cont’d)
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2.	 SIGNIFICANT ACCOUNTING POLICIES (cont’d)

(d)	 Significant accounting judgements and estimates (cont’d)

(ix)	 Fair value of financial instruments

Where fair values of financial instruments recorded on the statements of financial position 
cannot be derived from active markets, they are determined using valuation techniques, 
including the discounted cash flow model. The inputs to these models are derived from 
observable market data where possible, but where this is not feasible, a degree of judgement 
is required in establishing the fair values.

The judgements include considerations of liquidity and model inputs regarding the future 
financial performance of the investee, the risk profile and economic assumptions regarding the 
industry and geographical jurisdiction in which the investee operates. Changes in assumptions 
about these factors could affect the reported fair value of financial instruments.

(x)	 Lease liabilities

Management estimates the lease term as the non-cancellable period of a lease together with 
both periods covered by an option to extend the lease and an option to terminate the lease. 
In assessing whether it is reasonably certain to exercise an option to extend a lease, or not to 
exercise an option to terminate a lease, management exercises judgement by considering all 
relevant facts and circumstances that create an economic incentive to exercise the option to 
extend the lease, or not to exercise the option to terminate the lease.

Management measures the lease liability as the present value of the lease payments that are 
not paid at commencement date. The lease payments are discounted using the incremental 
borrowing rate.

The lease terms and discount rate are determined using certain assumptions and they represents 
management’s best estimation. The assumptions on which it is based relate to the future. 
Actual outcome may be different from the estimation and the variation could be material.

(e)	 Investments in subsidiaries

In the Company’s separate financial statements, investment in subsidiaries is measured at cost less 
impairment losses, if any. Impairment losses are charged to profit or loss.

On disposal, the difference between the net disposal proceeds and the carrying amount of the 
subsidiary disposed of is recognised in profit or loss.

(f)	 Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and its 
subsidiaries controlled by the Company made up to the end of the financial year.

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

(i)	 power over the entity;
(ii)	 exposure, or rights, to variable returns from its involvement with the entity; and
(iii)	 the ability to use its power over the entity to affect the amount of the investor’s returns.

Potential voting rights are considered when assessing control only if the rights are substantive.

NOTES TO THE FINANCIAL STATEMENTS (cont’d)
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2.	 SIGNIFICANT ACCOUNTING POLICIES (cont’d)

(f)	 Basis of consolidation (cont’d)

The Company reassesses whether it controls an entity if facts and circumstances indicate that there 
are changes to one or more of the three elements of control.

Consolidation of an investee shall begin from the date the Company obtains control of the entity 
and cease when the Company loses control of the investee.

The consolidated financial statements are prepared using uniform accounting policies for like 
transactions and other events in similar circumstances.

All intra-group balances, transactions, income and expenses are eliminated in full on consolidation 
and the consolidated financial statements reflect external transactions only.

The Company attributes the profit or loss and each component of other comprehensive income 
to the owners of the Company and to the non-controlling interests. The Company also attributes 
total comprehensive income to the owners of the Company and to the non-controlling interests 
even if this results in the non-controlling interests having a deficit balance.

Changes of interests in subsidiaries

The changes of interest in subsidiaries that do not result in a loss of control are treated as equity 
transactions between the Group and non-controlling interest holders. Any gain or loss arising from 
equity transactions is recognised directly in equity.

Loss of control

When the Company loses control of subsidiaries:

		  (i)	 It derecognises the assets and liabilities, non-controlling interests, and other amounts previously 
recognised in other comprehensive income relating to the former subsidiaries. 

		  (ii)	 It recognises any gain or loss in profit or loss attributable to the Group, which is calculated 
as the difference between (i) the aggregate of the fair value of the consideration received, 
if any, from the transaction, event or circumstances that resulted in the loss of control; plus 
any investment retained in the former subsidiaries at its fair value at the date when control 
is lost; and (ii) the net carrying amount of assets, liabilities, goodwill and any non-controlling 
interests attributable to the former subsidiaries at the date when control is lost.

		  (iii)	 It recognises any investment retained in the former subsidiaries at its fair value when control is 
lost and subsequently accounts for it and for any amounts owed by or to the former subsidiaries 
in accordance with relevant MFRS. That fair value shall be regarded as the fair value on initial 
recognition of a financial asset in accordance with MFRS 9 or, when appropriate, the cost on 
initial recognition of an investment in an associate or joint venture.

(g)	 Business combination

The Group accounts for each business combination by applying the acquisition method.

The consideration transferred in a business combination shall be measured at fair value, which 
shall be calculated as the sum of the acquisition date fair values of the assets transferred by the 
acquirer, the liabilities incurred by the acquirer to former owners of the acquiree and the equity 
interests issued by the acquirer.

NOTES TO THE FINANCIAL STATEMENTS (cont’d)
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2.	 SIGNIFICANT ACCOUNTING POLICIES (cont’d)

(g)	 Business combination (cont’d)

The Group accounts for acquisition related costs as expenses in the periods in which the costs are 
incurred and the services are received.

The Group measures at the acquisition date, components of 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 of either: (i) fair value; or (ii) the present ownership 
instruments’ proportionate share in the recognised amounts of the acquiree’s identifiable net assets.

On the date of acquisition, goodwill is measured as the excess of (a) over (b) below:

		  (a)	 The aggregate of: (i) the fair value of consideration transferred; (ii) the amount of any non-
controlling interest in the acquiree; and (iii) in a business combination achieved in stages, the 
fair value of the Group’s previously held equity interest in the entity.

(b)	 The net fair value of the identifiable assets acquired and the liabilities assumed.

A business combination in which the amount in (b) above exceeds the aggregate of the amounts 
in (a) above, the Group recognises the resulting gain (“negative goodwill”) directly in profit or loss 
on the acquisition date. 

(h)	 Investments in associates

An associate is an entity in which the Group has significant influence and that is neither a subsidiary 
nor an interest in a joint venture. Significant influence is the power to participate in the financial 
and operating policy decisions of the entity, but is not control or joint control over those policies. 
The existence and effect of potential voting rights that are currently exercisable or convertible are 
considered when assessing whether the Group has significant influence.

Investments in associates are accounted for in the consolidated financial statements using the equity 
method of accounting. Under the equity method, investments in associates are initially recognised 
at cost and adjusted thereafter for post-acquisition changes in the Group’s share of net assets of 
the associates.

The Group’s share of net profit or loss and changes recognised directly in the other comprehensive 
income of the associates are recognised in the consolidated profit or loss and consolidated statement 
of comprehensive income, respectively.

An investment in an associate is accounted for using the equity method from the date on which the 
Group obtains significant influence until the date the Group ceases to have a significant influence 
over the associate.

Goodwill relating to an associate is included in the carrying value of the investment and it is not 
tested for impairment separately. Instead, the entire carrying amount of the investment is tested 
for impairment.

Discount on acquisition is excluded from the carrying amount of the investment and is instead 
included as income in the determination of the Group’s share of the associate’s profit or loss in the 
period in which the investment is acquired.

Unrealised gains or losses on transactions between the Group and its associates are eliminated to 
the extent of the Group’s interest in the associates.
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2.	 SIGNIFICANT ACCOUNTING POLICIES (cont’d)

(h)	 Investments in associates (cont’d)

Equity accounting is discontinued when the carrying amount of the investment in an associate 
diminishes by virtue of losses to zero, unless the Group has legal or constructive obligations or 
made payments on behalf of the associate.

The results and reserves of associates are accounted for in the consolidated financial statements 
based on audited financial statements made up to the end of the financial year and prepared 
using accounting policies that conform to those used by the Group for like transactions in similar 
circumstances.

When the Group ceases to have significant influence over an associate, any retained interest in the 
former associate is recognised at fair value on the date when significant influence is lost. Any gain 
or loss arising from the loss of significant influence over an associate is recognised in profit or loss.

When changes in the Group’s interest in an associate that do not result in a loss of significant 
influence, the retained interests in the associate are not remeasured. Any gain or loss arising from 
the changes in the Group’s interests in the associate is recognised in profit or loss.

Where the Group or its subsidiaries transacts with an associate of the Group, profits and losses 
resulting from the transactions with the associate are recognised in the Group’s consolidated 
financial statements only to the extent of interests in the associate that are not related to the Group.

In the Company’s separate financial statements, investments in associates are measured at cost less 
impairment losses, if any. Impairment losses are recognised in profit or loss.

On disposal, the difference between the net disposal proceeds and the carrying amount of the 
associate disposed of is recognised in profit or loss.

(i)	 Property, plant and equipment

(i)	 Measurement basis

Property, plant and equipment are stated at cost less accumulated depreciation and impairment 
losses.

The cost of property, plant and equipment includes expenditure that is directly attributable 
to the acquisition of the assets.

Subsequent costs included in the asset’s carrying amount or recognised as a separate asset, 
as appropriate, only when it is probable that future economic benefits associated with the 
asset will flow to the Group and the cost of the asset can be measured reliably. The carrying 
amount of the replaced part is derecognised. All other repairs and maintenance are recognised 
as profit or loss when incurred.

Property, plant and equipment are derecognised upon disposal or when no future economic 
benefits are expected from their use or disposal. On disposal, the difference between the net 
disposal proceeds and the carrying amount is recognised in profit or loss.
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2.	 SIGNIFICANT ACCOUNTING POLICIES (cont’d)

(i)	 Property, plant and equipment (cont’d)

(i)	 Measurement basis (cont’d)

Bearer plants (which include mature and immature oil palm plantations) are living plants that 
are used in the production or supply of agriculture produce for more than one period and have 
remote likelihood of being sold as agriculture produce, except for incidental scrap sales. Bearer 
plants have an average life cycle of 25 years with the first 3 years as immature bearer plants 
and the remaining years as mature bearer plants. The immature bearer plants are measured 
at cost whilst matured bearer plants are measured at cost less accumulated depreciation and 
any accumulated impairment losses. Cost includes plantation expenditure, which represents 
the total cost incurred from land clearing to the point of harvesting.  

Bearer plants are derecognised upon disposal or when no future economic benefits are 
expected to flow to the entity. Any gain or loss arising on derecognition of the bearer plants 
is recognised in profit or loss.

(ii)	 Depreciation

Freehold land and capital work-in-progress are not depreciated. Leasehold land is depreciated 
over the period of the respective leases which ranged between 27 to 91 years.

Depreciation is calculated to write off the depreciable amount of other property, plant and 
equipment on a straight-line basis over their estimated useful lives. Depreciable amount is 
determined after deducting the residual value from the cost.

The principal annual rates used for this purpose are:

Buildings	 3%
Plant, machinery and tanks	 3% - 10%
Roads and culverts	 10%
Motor vehicles	 20%
Furniture, fittings and equipment	 5% - 20%
Renovation	 3%

Immature bearer plants are not depreciated until it is classified as mature bearer plants upon 
commencement of commercial production. The mature bearer plants are depreciated over 
its remaining useful lives of 22 years on a straight-line basis.

The residual values, useful lives and depreciation method are reviewed, and adjusted if 
appropriate, at each reporting date.

Fully depreciated plant and equipment are retained in the financial statements until they are 
no longer in use.
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2.	 SIGNIFICANT ACCOUNTING POLICIES (cont’d)

(j)	 Investment properties

Investment properties are properties held to earn rental income or for capital appreciation or both 
rather than for use in the production or supply of goods or services or for administrative purposes, 
or sale in the ordinary course of business.

(i)	 Measurement basis

Investment properties are stated at cost less accumulated depreciation and impairment losses, 
if any.

The cost of investment properties includes expenditure that is directly attributable to the 
acquisition of the asset. 

Subsequent costs are included in the asset’s carrying amount when it is probable that future 
economic benefits associated with the asset will flow to the Group and the cost of the asset 
can be measured reliably. The carrying amount of the replaced part is derecognised. All other 
repairs and maintenance are charged to profit or loss during the financial year in which they 
are incurred.

Investment properties are derecognised upon disposal or when the investment properties are 
permanently withdrawn from use and no future economic benefits are expected from their 
disposal. On disposal, the difference between the net disposal proceeds and the carrying 
amount is recognised in profit or loss.

(ii)	 Depreciation

Freehold land and capital work-in-progress are not depreciated. Leasehold land are depreciated 
over the period of 60 years.

Depreciation is calculated to write off the depreciable amount of buildings on a straight-line 
basis to their residual values over their expected useful lives at 3% per annum.

The residual values, useful lives and depreciation methods are reviewed, and adjusted if 
appropriate, at each reporting date.

(k)	 Land held for property development

Land held for property development consists of land where no development activities have been 
carried out or where development activities are not expected to be completed within the normal 
operating cycle. Such land is classified under non-current assets and is stated at cost less any 
accumulated impairment losses. The policy for the recognition and measurement of impairment 
loss is in accordance with Note 2(q).

Land held for property development is reclassified as property development costs at the point when 
development activities have commenced and where it can be demonstrated that the development 
activities can be completed within the normal operating cycle.
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2.	 SIGNIFICANT ACCOUNTING POLICIES (cont’d)

(l)	 Leases

Leases on and after 1 January 2019

The Group as Lessee

Right-of-use assets and corresponding lease liabilities are recognised with respect to all lease 
agreements, except for short-term leases and leases of low value assets.

For short-term leases (i.e. leases with a lease term of 12 months or less) and leases of low value 
assets, lease payments are recognised as an expense on a straight-line basis over the lease term.

The lease liability is initially measured at the present value of the lease payments that are not paid 
at the lease commencement date, discounted using the rate implicit in the lease or incremental 
borrowing rate, where applicable. Lease payments included in the measurement of the lease liability 
comprise: (i) fixed lease payments, less lease incentives; (ii) variable lease payments based upon an 
index or a rate; and (iii) payments of penalties for terminating the lease.

The right-of-use assets comprise the corresponding lease liability, lease payments made at or before 
the lease commencement date and initial direct costs. Whenever there is an obligation to dismantle 
and remove a leased asset, restore the site on which it is located or restore the underlying asset to 
the agreed condition, a provision is recognised. These costs are included in the related right-of-use 
assets.

Right-of-use assets are measured at cost less accumulated depreciation and impairment losses. They 
are depreciated over the shorter period of lease term and useful life of the underlying assets. The 
depreciation starts on the lease commencement date. The depreciation periods and depreciation 
method are reviewed, and adjusted if appropriate, at each reporting date.

Variable lease payment (not based upon an index or a rate) are recognised as an expense in the 
period in which it is incurred.

The Group as Lessor

Leases are classified as finance leases or operating leases. Whenever the lease transfers substantially 
all the risks and rewards of ownership to the lessee, the contract is classified as a finance lease. All 
other leases are classified as operating leases.

Rental income from operating leases is recognised on a straight-line basis over the lease term. Initial 
direct costs incurred are added to the carrying amount of the leased asset and recognised as an 
expense on a straight-line basis over the lease term.

Amounts due from lessees under finance leases are recognised as receivables at the amount of the 
net investment in the leases. Finance lease income is allocated to reporting periods so as to reflect 
a constant periodic rate of return on the net investment outstanding in respect of the leases.

Leases before 1 January 2019

A lease is an agreement whereby the lessor conveys to the lessee in return for a payment or series 
of payments the rights to use an asset for an agreed period of time.
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2.	 SIGNIFICANT ACCOUNTING POLICIES (cont’d)

(l)	 Leases (cont’d)

Leases before 1 January 2019 (cont’d)

(i)	 Finance lease

A finance lease is a lease that transfers substantially all the risks and rewards incidental to 
ownership of an asset. Title may or may not eventually be transferred.

Property acquired by way of finance leases are stated at amounts equal to the lower of their 
fair values and the present value of minimum lease payments at the inception of the leases, 
less accumulated depreciation and any impairment losses.

In calculating the present value of the minimum lease payments, the discount rate is the interest 
rate implicit in the leases, if this is determined; if not the Group’s incremental borrowing rate 
is used.

Leasehold land which in substance is a finance lease is classified as property, plant and 
equipment.

(ii)	 Operating lease

An operating lease is a lease other than a finance lease.

Operating lease income or operating lease rentals are credited or charged to profit or loss on 
a straight-line basis over the period of the lease.

Leasehold land which in substance is an operating lease is classified as prepaid lease payment.

(m)	 Intangible assets

Goodwill

Goodwill represents the excess of the cost of acquisition over the Group’s interest in the fair value 
of the identifiable assets, liabilities and contingent liabilities of the acquiree.

After initial recognition, goodwill is measured at cost less accumulated impairment losses, if any.

Trademark and Licence

Trademark and licence are recognised as intangible assets if it is possible that the future economic 
benefits that are attributable to such assets will flow to the enterprise and can be measured reliably.

The useful life of the licence is estimated to be indefinite because once registered, the Group is 
able to sell its product to the European countries indefinitely.

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

(n)	 Biological assets

Biological assets comprises oil palms.

Biological assets are measured at fair value less costs to sell. Costs to sell include all incremental 
costs that would be necessary to sell the biological assets. Changes in fair value are recognised in 
profit or loss.

Oil palm trees are bearer plants, while produce that grows on mature plantations (FFB) is biological 
assets until the point of harvest. Harvested FFB is transferred to inventory at fair value less costs 
to sell when harvested.

(o)	 Inventories

Inventories are valued at the lower of cost and net realisable value. Cost is determined on the first-
in-first-out basis or the weighted average basis, depending on the nature of inventories.

In the case of finished goods and work-in-progress, cost comprises materials, direct labour, other 
direct charges and an appropriate proportion of factory overheads based on the normal production 
capacity.

Net realisable value represents the estimated selling price in the ordinary course of business, less 
selling and distribution costs and all other estimated cost to completion.

(p)	 Financial instruments

A financial instrument is any contract that gives rise to both a financial asset of one entity and a 
financial liability or equity instrument of another entity.

Financial assets and financial liabilities are recognised when an entity becomes a party to the 
contractual provisions of an instrument.

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

Financial Assets

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

Subsequent Measurement

All recognised financial assets are subsequently measured in their entirety at either amortised cost 
or fair value, depending on the classification of the financial assets. Financial assets are measured 
subsequently in the following manners:

	 	 •	 at amortised cost (debt instruments); or
	 	 •	 at fair value through other comprehensive income (“FVTOCI”), with recycling of cumulative 

gains and losses (debt instruments); or
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2.	 SIGNIFICANT ACCOUNTING POLICIES (cont’d)

(p)	 Financial instruments (cont’d)

Subsequent Measurement (cont’d)

	 	 •	 designated at FVTOCI, without recycling of cumulative gains and losses (equity instruments); 
or

	 	 •	 at fair value through profit or loss (“FVTPL”).

		  Financial Assets at Amortised Cost

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

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

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

Financial assets at amortised cost are subsequently measured using the effective interest method 
and are subject to impairment. Gains and losses are recognised in profit or loss when an asset is 
derecognised, modified or impaired.

Equity Instruments designated at FVTOCI

Upon initial recognition, management may make an irrevocable election (on an instrument-by-
instrument basis) to designate investments in equity instruments as at FVTOCI. Designation at FVTOCI 
is not permitted if the equity investment is held for trading or if it is contingent consideration 
recognised by an acquirer in a business combination.

A financial asset is held for trading if:

•	 it has been acquired principally for the purpose of selling it in the near term;
	 	 •	 on initial recognition it is part of a portfolio of identified financial instruments that the entity 

manages together and has evidence of a recent actual pattern of short-term profit-taking; or 
	 	 •	 it is a derivative instrument (except for a derivative that is a financial guarantee contract or 

a designated and effective hedging instrument).

Investments in equity instruments at FVTOCI are initially measured at fair value plus transaction 
costs. Subsequently, they are measured at fair value with gains and losses arising from changes in 
fair value recognised in OCI and accumulated in a reserve in equity. Equity instruments designated 
at FVTOCI are not subject to impairment assessment.

Financial Assets at FVTPL

Financial assets that do not meet the criteria for being measured at amortised cost or FVTOCI are 
measured at FVTPL, including but not limited to:

	 	 •	 Debt instruments that are designated as at FVTPL, if such designation eliminates or significantly 
reduces a measurement or recognition inconsistency that would arise from measuring assets 
or liabilities or recognising the gains and losses on them on different bases.

•	 Derivative instruments.
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2.	 SIGNIFICANT ACCOUNTING POLICIES (cont’d)

(p)	 Financial instruments (cont’d)

Financial Assets at FVTPL (cont’d)

Financial assets at FVTPL are measured at fair value, with fair value gains or losses recognised in 
profit or loss to the extent they are not part of a designated hedging relationship. The net gain 
or loss recognised in profit or loss includes any dividend or interest earned on the financial assets.

Impairment of Financial Assets

Loss allowance is recognised for ECL for all debt instruments not held at FVTPL, i.e. financial assets 
at amortised cost or FVTOCI and receivables, lease receivables, contract assets, loan commitments 
and financial guarantee contracts.

ECL is based on the difference between the contractual cash flows due in accordance with the 
contract and all the cash flows that are expected to receive, discounted at an approximation of 
the original effective interest rate. The expected cash flows will include cash flows from the sale of 
collateral held or other credit enhancements that are integral to the contractual terms. The amount 
of ECL is updated at each reporting date to reflect changes in credit risk since initial recognition 
of the respective financial asset.

Management measures the loss allowance of trade receivables and lease receivables at an amount 
equal to their lifetime ECL (i.e. simplified approach). The ECL on these financial assets are estimated 
based on historical credit loss experience, and where appropriate, adjusted for forward-looking 
factors specific to the debtors and the economic environment.

For all other financial assets at amortised cost, where credit exposures for which there has not been 
a significant increase in credit risk since initial recognition, ECL is provided for credit losses that 
result from default events that are possible within 12 months after the reporting date. For those 
credit exposures for which there has been a significant increase in the likelihood or risk of a default 
occurring since initial recognition (instead of on evidence of a financial asset being credit-impaired 
at the reporting date or an actual default occurring), a loss allowance is required for credit losses 
expected over the remaining life of the financial assets.

Derecognition of Financial Assets

A financial asset is derecognised only when the contractual rights to the cash flows from the financial 
asset expire; or when the financial asset is transferred and substantially all the risks and rewards 
of ownership of the financial asset are transferred to another party.

If the entity neither transfers nor retains substantially all the risks and rewards of ownership and 
continues to control a transferred financial asset, the entity recognises its retained interest in 
the financial asset and an associated liability for amounts it may have to pay. If the entity retains 
substantially all the risks and rewards of ownership of a transferred financial asset, the entity 
continues to recognise the financial asset and also recognises a collateralised borrowing for the 
proceeds received.

On derecognition of a financial asset measured at amortised cost, the difference between the 
financial asset’s carrying amount and the sum of the consideration received and receivable is 
recognised in profit or loss. On derecognition of an investment in a debt instrument classified as at 
FVTOCI, the cumulative gain or loss previously accumulated in the reserve is reclassified to profit or 
loss. On derecognition of an investment in equity instrument classified at FVTOCI, the cumulative 
gain or loss previously accumulated in the reserve is transferred to retained earnings.
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2.	 SIGNIFICANT ACCOUNTING POLICIES (cont’d)

(p)	 Financial instruments (cont’d)

Financial Liabilities and Equity Instruments

Debt and equity instruments are classified as either financial liabilities or as equity in accordance 
with the substance of the contractual arrangements and the definitions of a financial liability and 
an equity instrument.

Equity Instrument

An equity instrument is any contract that evidences a residual interest in the assets of an entity 
after deducting all of its liabilities.

Equity instruments issued are recognised at the proceeds received. Costs incurred directly attributable 
to the issuance of the equity instruments are accounted for as a deduction from equity.

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

Equity dividends are recognised as a liability when they become legally payable. Interim dividends 
are recorded in the financial year in which they are declared payable. Final dividends are recorded 
in the financial year in which dividends are approved by shareholders. A corresponding amount is 
recognised in equity.

Financial Liabilities

All financial liabilities are subsequently measured at FVTPL or at amortised cost.

Financial Liabilities at Amortised Cost

Financial liabilities that are not:

•	 contingent consideration of an acquirer in a business combination;
•	 held-for-trading; or
•	 designated as at FVTPL.

are subsequently measured at amortised cost using the effective interest method.

Effective Interest Method

The effective interest method is a method of calculating the amortised cost of a debt instrument 
or a financial liability by allocating interest income/expense over the relevant period. The effective 
interest rate is the rate that exactly discounts estimated future cash receipts/payments (including 
all fees and points paid that form an integral part of the effective interest rate, transaction costs 
and other premiums or discounts) through the expected life of a debt instrument or a financial 
liability, to the amortised cost of the debt instrument or the financial liability.
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2.	 SIGNIFICANT ACCOUNTING POLICIES (cont’d)

(p)	 Financial instruments (cont’d)

Derecognition of Financial Liabilities

Financial liabilities are derecognised when, and only when, the obligations under the liabilities 
are discharged, cancelled or expired. The difference between the carrying amount of the financial 
liability derecognised and the consideration paid and payable, including any non-cash assets 
transferred or liabilities assumed, is recognised in profit or loss.

When an existing financial liability is replaced by another financial liability from the same lender 
on substantially different terms, or the terms of an existing liability are substantially modified, such 
an exchange or modification is treated as derecognition of the original liability and the recognition 
of a new liability.

Derivative Financial Instruments

Derivatives are initially recognised at fair value at the date the derivative contracts are entered 
into and are subsequently measured at fair value. The resulting gain or loss is recognised in profit 
or loss, unless the derivative is designated and effective as a hedging instrument.

Offsetting of Financial Instruments

Financial assets and financial liabilities are offset and the net amount is reported in the statements 
of financial position if there is a currently enforceable legal right to offset the recognised amounts 
and there is an intention to settle on a net basis, to realise the assets and settle the liabilities 
simultaneously.

(q)	 Impairment of non-financial assets

(i)	 Intangible assets

Intangible assets are tested for impairment annually, or more frequently if events or changes 
in circumstances indicate that the intangible assets may be impaired.

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

An impairment loss is recognised when the carrying amount of the cash-generating unit, 
including the goodwill, exceeds the recoverable amount of the cash-generating unit. 
Recoverable amount of the cash-generating unit is the higher of the cash-generating unit’s 
fair value less cost to sell and its value in use.

The total impairment loss is allocated first to reduce the carrying amount of goodwill 
allocated to the cash-generating unit and then to the other assets of the cash-generating unit 
proportionately on the basis of the carrying amount of each asset in the cash-generating unit.

Impairment loss recognised on goodwill is not reversed in the event of an increase in 
recoverable amount in subsequent periods.

(ii)	 Non-financial assets

Property, plant and equipment, prepaid lease payment, investment properties, land held 
for property development, right-of-use assets, investments in subsidiaries and associates are 
assessed at each reporting date to determine whether there is any indication of impairment.
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2.	 SIGNIFICANT ACCOUNTING POLICIES (cont’d)

(q)	 Impairment of non-financial assets (cont’d)

(ii)	 Non-financial assets (cont’d)

If such an indication exists, the asset’s recoverable amount is estimated. The recoverable 
amount is the higher of an asset’s fair value less cost to sell and its value in use. Value in use 
is the present value of the future cash flows expected to be derived from the asset.

Recoverable amounts are estimated for individual assets or, if it is not possible, for the cash-
generating unit to which the asset belongs.

An impairment loss is recognised whenever the carrying amount of an asset or a cash-
generating unit exceeds its recoverable amount.

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

Any reversal of an impairment loss as a result of a subsequent increase in recoverable amount 
should not exceed the carrying amount that would have been determined (net of amortisation 
or depreciation, if applicable) had no impairment loss been previously recognised for the asset.

(r)	 Revenue and other income recognition

Revenue from a contract with a customer is recognised when control of the goods or services are 
transferred to the customer. Revenue is measured based on the consideration specified in the contract 
to which the entity expects to be entitled in exchange for transferring the goods or services to the 
customer, excluding amounts collected on behalf of third parties.

If a contract with a customer contains more than one performance obligation, the amount of 
consideration is allocated to each performance obligation based on the relative stand-alone selling 
prices of the goods or services promised in the contract.

The Group accepts return of goods from customers arising from customary business practices that 
give rise to variable consideration. In estimating the variable consideration, the Group uses the 
expected value method to predict the sales returns. Management relies on historical purchasing 
patterns and product returns of customers, including seasonal trends, to develop its expectation.

		  (i)	 Revenue from sale of goods is recognised at the point in time when control of the goods is 
transferred to the customers, generally upon delivery of goods. A corresponding receivable 
is recognised for the consideration that is unconditional when only the passage of time is 
required before the payment is due. There is no element of significant financing component 
on the Group’s revenue transactions as customers are required to pay within a credit term of 
30 to 120 days.

		  (ii)	 Interest income is recognised using the effective interest method.

		  (iii)	 Rental income is recognised on a straight-line basis over the lease terms.

		  (iv)	 Dividend income from investments is recognised in profit or loss as and when the right to 
receive is established.

		  (v)	 Management income and commission income are recognised when the services have been 
rendered.

		  (vi)	 Royalty income is recognised on an accrual basis in accordance with the licensing agreements.

NOTES TO THE FINANCIAL STATEMENTS (cont’d)
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2.	 SIGNIFICANT ACCOUNTING POLICIES (cont’d)

(s)	 Taxation

The income tax expense represents the aggregate amount of current tax and deferred tax.

Current tax and deferred tax are recognised in profit or loss. Current tax and deferred tax are 
recognised in other comprehensive income or directly in equity, if the tax relates to items that are 
recognised in other comprehensive income or directly in equity. Where deferred tax arises from a 
business combination, the tax effect is included in the accounting for the business combination.

Current Tax

Current tax is the expected income tax payable on the taxable profit for the year, estimated using 
the tax rates enacted or substantially enacted by the end of the reporting period.

A provision is recognised for those matters for which the tax determination is uncertain but it is 
considered probable that there will be a future payment to a tax authority. The provisions are 
measured at the best estimate of the amount expected to become payable.

Deferred Tax

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying 
amounts of assets and liabilities in the financial statements and the corresponding tax bases used 
in the computation of taxable profit, which is accounted using the liability method.

A deferred tax liability is recognised for taxable temporary differences. A deferred tax asset is only 
recognised for deductible temporary differences and unutilised tax credit to the extent that it is 
probable that taxable profit will be available in future against which the deductible temporary 
differences and unutilised tax credit can be utilised.

No deferred tax is recognised for temporary differences arising from the initial recognition of: 
(i) goodwill, or (ii) an asset or liability (which is not in a business combination) at the time of the 
transaction that affects neither accounting profit nor taxable profit.

Deferred taxes are measured based on tax consequences that would follow from the manner in 
which the asset or liability is expected to be recovered or settled, and based on the tax rates enacted 
or substantively enacted at the reporting date that are expected to apply to the period when the 
asset is realised or when the liability is settled.

(t)	 Borrowing costs

Borrowing costs incurred on assets under development that take a substantial period of time for 
completion are capitalised into the carrying value of the assets. Capitalisation of borrowing costs 
commence when the activities to prepare the asset for its intended use or sale are in progress and 
the expenditures and borrowing costs are incurred and ceases when the asset is completed or during 
extended periods when active development is interrupted.

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

NOTES TO THE FINANCIAL STATEMENTS (cont’d)
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2.	 SIGNIFICANT ACCOUNTING POLICIES (cont’d)

(u)	 Employee benefits

(i)	 Short term employee benefits

Wages, salaries, paid annual leave, paid sick leave, maternity leave, bonuses and non-monetary 
benefits are recognised as an expense in the period in which the associated services are 
rendered by employees.

(ii)	 Defined contribution plans

The Company and its Malaysian subsidiaries pay monthly contributions to the Employees 
Provident Fund (“EPF”) which is a defined contribution plan.

The legal or constructive obligation of the Company and its Malaysian subsidiaries is limited 
to the amount that they agree to contribute to the EPF. The contributions to the EPF are 
charged to profit or loss in the period to which they relate.

(iii)	 Retirement benefits

A provision is recognised in respect of the probable future long service payments expected 
to be made. The provision is based on the best estimate of the probable future payments 
which have been earned by the employees from their service to the Group at the end of the 
reporting period. 

(v)	 Foreign currencies

(i)	 Functional currency

Functional currency is the currency of the primary economic environment in which an entity 
operates.

The financial statements of each entity within the Group are measured using their respective 
functional currency.

(ii)	 Transactions and balances in foreign currencies

Transactions in currencies other than the functional currency (“foreign currencies”) are 
translated to the functional currency at the rate of exchange ruling at the date of the 
transaction.

Monetary items denominated in foreign currencies at the reporting date are translated at 
foreign exchange rates ruling at that date.

Non-monetary items which are measured in terms of historical costs denominated in foreign 
currencies are translated at foreign exchange rates ruling at the date of the transaction.

Non-monetary items which are measured at fair values denominated in foreign currencies 
are translated at the foreign exchange rates ruling at the date when the fair values were 
determined.

Exchange differences arising on the settlement of monetary items and the translation of 
monetary items are included in profit or loss for the period.

NOTES TO THE FINANCIAL STATEMENTS (cont’d)
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2.	 SIGNIFICANT ACCOUNTING POLICIES (cont’d)

(v)	 Foreign currencies (cont’d)

(ii)	 Transactions and balances in foreign currencies (cont’d)

When a gain or loss on a non-monetary item is recognised directly in other comprehensive 
income, any corresponding exchange gain or loss is recognised directly in other comprehensive 
income. When a gain or loss on a non-monetary item is recognised in profit or loss, any 
corresponding exchange gain or loss is recognised in profit or loss.

(iii)	 Translation of foreign operations

For consolidation purposes, all assets and liabilities of foreign operations that have a functional 
currency other than RM (including goodwill and fair value adjustments arising from the 
acquisition of the foreign operations) are translated at the exchange rates ruling at the 
reporting date.

Income and expense items are translated at exchange rates approximating those ruling on 
transaction dates.

All exchange differences arising from the translation of the financial statements of foreign 
operations are taken directly to other comprehensive income. On disposal of a foreign 
operation, the cumulative amount recognised in other comprehensive income and accumulated 
in equity under foreign currency translation reserve relating to that particular foreign operation 
is recognised in profit or loss.

(w)	 Provisions

Provisions are recognised when the entity has a present obligation (legal or constructive) as a result 
of a past event, when it is probable that the Group will be required to settle that obligation and 
a reliable estimate can be made of the amount of the obligation. If the effect of the time value of 
money is material, a provision represents the present value of estimated future those cash flows.

When some or all of the cash flows required to settle a provision are expected to be recovered from 
a third party, an asset is recognised if it is virtually certain that reimbursement will be received and 
the amount of the receivable can be measured reliably.

(x)	 Cash and cash equivalents

Cash and cash equivalents consist of cash and bank balances and deposits which are short term, 
highly liquid investment that are readily convertible to known amounts of cash and which are 
subject to an insignificant risk of changes in value.

NOTES TO THE FINANCIAL STATEMENTS (cont’d)

FOR THE YEAR ENDED 31 DECEMBER 2019



Lam Soon (M) Berhad [198201004526 (84273-H)]
52

annual report 2019

NOTES TO THE FINANCIAL STATEMENTS (cont’d)

FOR THE YEAR ENDED 31 DECEMBER 2019
3.
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NOTES TO THE FINANCIAL STATEMENTS (cont’d)

FOR THE YEAR ENDED 31 DECEMBER 2019

3.	 PROPERTY, PLANT AND EQUIPMENT (cont’d)

Company			   Furniture,
2019		  Motor	 fittings and
		  vehicles	 equipment	 Renovation	 Total
		  RM’000	 RM’000	 RM’000	 RM’000
Cost
At 1 January/31 December		  236	 249	 288	 773

Accumulated depreciation
At 1 January		  106	 56	 17	 179
Charge for the year		  47	 30	 8	 85

At 31 December		  153	 86	 25	 264

Net carrying amount
At 31 December		  83	 163	 263	 509

Company
2018

Cost
At 1 January		  236	 228	 288	 752
Additions		  -	 21	 -	 21

At 31 December		  236	 249	 288	 773

Accumulated depreciation
At 1 January		  59	 27	 8	 94
Charge for the year		  47	 29	 9	 85

At 31 December		  106	 56	 17	 179

Net carrying amount
At 31 December		  130	 193	 271	 594

4.	 PREPAID LEASE PAYMENT

Group/Company			                           Short term leasehold land
				    2019	 2018
				    RM’000	 RM’000
Cost
At 1 January/31 December				    4,275	 4,275

Accumulated amortisation
As 1 January				    1,097	 1,013
Charge for the year				    84	 84
		
At 31 December				    1,181	 1,097

Net carrying amount
At 31 December				    3,094	 3,178
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FOR THE YEAR ENDED 31 DECEMBER 2019

5.	 INVESTMENT PROPERTIES

Group	 Freehold	 Leasehold		  Warehouse
2019	 land	 land	 Buildings	 equipment	 Total
	 RM’000	 RM’000	 RM’000	 RM’000	 RM’000
Cost
At 1 January	 1,672	 28,498	 23,214	 -	 53,384
Additions	 6,182	 -	 8,088	 -	 14,270
Transfer from property, plant
  and equipment (Note 3)	 -	 6,590	 23,200	 3,034	 32,824

At 31 December	 7,854	 35,088	 54,502	 3,034	 100,478

Accumulated depreciation
At 1 January	 -	 4,475	 3,497	 -	 7,972
Charge for the year	 -	 520	 796	 -	 1,316
Transfer from property, plant
  and equipment (Note 3)	 -	 1,996	 4,910	 1,793	 8,699

At 31 December	 -	 6,991	 9,203	 1,793	 17,987

Net carrying amount
At 31 December	 7,854	 28,097	 45,299	 1,241	 82,491

Group		  Freehold	 Leasehold
2018		  land	 land	 Buildings	 Total
		  RM’000	 RM’000	 RM’000	 RM’000
Cost
At 1 January/31 December		  1,672	 28,498	 23,214	 53,384

Accumulated depreciation
At 1 January		  -	 3,956	 2,882	 6,838
Charge for the year		  -	 519	 615	 1,134

At 31 December		  -	 4,475	 3,497	 7,972

Net carrying amount
At 31 December		  1,672	 24,023	 19,717	 45,412

Company
2019

Cost
At 1 January/31 December		  1,672	 14,595	 92,593	 108,860

Accumulated depreciation
At 1 January		  -	 3,186	 32,119	 35,305
Charge for the year		  -	 209	 2,778	 2,987

At 31 December		  -	 3,395	 34,897	 38,292

Net carrying amount
At 31 December		  1,672	 11,200	 57,696	 70,568
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FOR THE YEAR ENDED 31 DECEMBER 2019

5.	 INVESTMENT PROPERTIES (cont’d)

Company		  Freehold	 Leasehold
2018		  land	 land	 Buildings	 Total
		  RM’000	 RM’000	 RM’000	 RM’000
Cost
At 1 January/31 December		  1,672	 14,595	 92,593	 108,860

Accumulated depreciation
At 1 January		  -	 2,977	 29,341	 32,318
Charge for the year		  -	 209	 2,778	 2,987

At 31 December		  -	 3,186	 32,119	 35,305

Net carrying amount
At 31 December		  1,672	 11,409	 60,474	 73,555

 
The fair value of the freehold and leasehold land and buildings of the Group and of the Company as at 
31 December 2019 were RM137,702,000 (2018: RM60,084,000) and RM108,864,000 (2018: RM101,601,000) 
respectively.

The fair value was based on a valuation carried out by a registered valuer of professional valuer firm 
to reflect the market value by “comparison method” of valuation. This method estimates the value of 
a property by comparing it to the prices of similar properties sold in similar locations within a recent 
period of time.

The directors are of the opinion that the fair value did not fluctuate significantly at the reporting date 
based on the following key assumptions:

•	 Comparison of the Group’s investment properties with similar properties that were listed for sale 
within the same locality or other comparable localities; and

•	 Enquiries from relevant property valuers and real estate agents on market conditions and changing 
market trends.

The direct operating expenses of investment properties represent quit rent and assessment, depreciation, 
insurance, upkeep of premises, and security expenses as follows:

Group				    2019	 2018
				    RM’000	 RM’000

- revenue generating				    1,067	 1,021
- non-revenue generating				    160	 80

				    1,227	 1,101

Company

- revenue generating				    3,590	 3,622
- non-revenue generating				    160	 80

				    3,750	 3,702
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6.	 LAND HELD FOR PROPERTY DEVELOPMENT

Group				    2019	 2018
				    RM’000	 RM’000
Freehold/Leasehold land and buildings
At 1 January				    60,355	 58,228
Additions				    1,911	 2,127

At 31 December				    62,266	 60,355

 
7.	 LEASES

The Group as lessee					     2019
					     RM’000
Right-of-use assets

Properties					     10,010
Equipment					     1,378

					     11,388

Lease liabilities
- Current					     3,374
- Non-current					     8,252

					     11,626

The leases of properties are typically made for periods of 1 to 5 years with an option to renew the lease 
after that date. The leases do not impose any covenants.

Additions to right-of-use assets during the current financial year amounted to RM5,270,000.

The changes in lease liabilities (fixed lease payment) is as follows:

Group					     2019
					     RM’000

Balance as at 1 January					     -
Effect of initial application of MFRS 16 Leases on 1 January 2019			   12,137
Cash flows:

Lease principal payment					     (5,781)
Lease interest payment					     (510)

Non cash:
Additions					     5,270
Interest on lease liabilities (Note 29)					     510

Balance as at 31 December					     11,626

The lease payments associated to short-term leases or leases of low-value assets are recognised as an 
expense on a straight-line basis over the lease term. No right-of-use assets and lease liabilities are 
recognised for these leases.

Total cash outflows for leases during the current financial period (including fixed, variable, short-term 
and low-value assets lease payments) amounted to RM7,688,000.
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8.	 INTANGIBLE ASSETS

Group
2019				    Trademark
			   Goodwill 	 and licence	 Total
			   RM’000	 RM’000	 RM’000
At cost and net carrying amount

At 1 January/31 December			   1,972	 600	 2,572

2018

At cost and net carrying amount

At 1 January			   1,972	 555	 2,527
Addition					    -	 45	 45

At 31 December			   1,972	 600	 2,572

(a)	 Impairment test for cash-generating unit (“CGU”) containing goodwill

For the purpose of impairment testing, goodwill acquired in business combination has been allocated 
to the Group’s CGU identified according to business segments as follows:

Group				    2019	 2018
				    RM’000	 RM’000

Oil palm plantations				    1,496	 1,496
Manufacturing and trading				    476	 476

				    1,972	 1,972

(b)	 Key assumptions used in value-in-use calculations

The recoverable amount of the CGUs are determined based on value-in-use calculations using cash 
flow projections based on latest financial budgets approved by the management covering a five-
year period. Cash flows beyond the five-year period are extrapolated using the growth rate stated 
below. The key assumptions used for value-in-use calculations are as follows:

Gross margins	 -	 17.79% to 42.81%
Growth rates	 -	 6.57% to 7.16%
Discount rates	 -	 6.68% and 8.03%
Risk free rate	 -	 3.96%

 
The following describes each key assumption on which the management has based its cash flow 
projections to undertake impairment testing of goodwill:

(i)	 Budgeted gross margins

The budgeted gross margins are based on the margin achieved in the year immediately before 
the budgeted year and are increased by growth rate to cater for expected improvements in 
efficiency.
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8.	 INTANGIBLE ASSETS (cont’d)

(b)	 Key assumptions used in value-in-use calculations (cont’d)

The following describes each key assumption on which the management has based its cash flow 
projections to undertake impairment testing of goodwill: (cont’d)

(ii)	 Growth rates

The growth rates used are consistent with the long-term average growth rate for the respective 
industries.

(iii)	 Discount rates

The discount rates used are pre-tax and reflect specific risks relating to the relevant sectors.

(iv)	 Risk free rate

The risk free rate is based on the yield on a 5-year Malaysian government bond rate at the 
beginning of the budgeted year.

Sensitivity to changes in assumptions

With regard to the assessment of value-in-use, the directors believes that no reasonable possible 
changes in any of the above key assumptions would cause the carrying values of respective CGUs 
to materially exceed their recoverable amounts.

9.	 INVESTMENTS IN SUBSIDIARIES

Company				    2019	 2018
				    RM’000	 RM’000

Unquoted shares, at cost				    380,215	 380,215
Accumulated impairment losses				    (526)	 (526)

							      379,689	 379,689

Amounts owing by subsidiaries				    268	 294

Amount owing to a subsidiary				    -	 58

The amounts owing by subsidiaries represent unsecured advances which are interest-free and repayable 
on demand.

The amount owing to a subsidiary represent expenses paid on behalf which are repayable on demand.

The subsidiaries, all of which are incorporated in Malaysia, except where indicated are as follows:

Effective equity
interest

Subsidiaries of the Company 2019
%

2018
%

Principal activities

Lam Soon Edible Oils Sdn. Bhd. 99.7 99.7 Processing and refining of palm oil, 
manufacturing, marketing, sales, 
trading and distribution of refined 
palm oil products, cooking oil, soap and 
detergent, fats, margarine and other 
consumer products



Lam Soon (M) Berhad [198201004526 (84273-H)]
60

annual report 2019

NOTES TO THE FINANCIAL STATEMENTS (cont’d)

FOR THE YEAR ENDED 31 DECEMBER 2019

Effective equity
interest

Subsidiaries of the Company 2019
%

2018
%

Principal activities

* Lam Soon Plantations Sdn. Bhd. 81.7 81.7 Cultivation of oil palm, processing and 
sale of crude palm oil and oil palm kernel

Rennes Properties Sdn. Bhd. 100.0 100.0 Letting out of properties

Lam Soon Commodities Sdn. Bhd. 100.0 100.0 Dormant

Lam Soon Food Industries Sdn. Bhd. 100.0 100.0 Dormant

Lam Soon Distribution Sdn. Bhd. 100.0 100.0 Dormant

Subsidiaries of Lam Soon
Edible Oils Sdn. Bhd.

Lam Soon Trading Sdn. Bhd. 99.8 99.8 Letting out of properties

# LM Services Sdn. Bhd. 100.0 100.0 Provision of management services

Subsidiaries of Lam Soon
Plantations Sdn. Bhd.

Palm Esters Sdn. Bhd. - 100.0 Under Members’ Voluntary liquidation

* Pacific Oleochemicals Sdn. Bhd. 100.0 100.0 Manufacturing of distilled fatty acid, 
stearic acid, fractionated fatty acid and 
refined glycerine

* Pacoleo Pte. Ltd.
(incorporated in the Republic of 
Singapore)

100.0 100.0 Dormant

* LS Cyber DC Sdn. Bhd. 100.0 100.0 Warehousing and letting out of properties

Subsidiary of Pacific
Oleochemicals Sdn. Bhd.

Green Palms Sdn. Bhd. - 100.0 Under Members’ Voluntary liquidation

*	 Subsidiaries not audited by Mazars PLT.

#	� On 3 April 2018, the Company disposed of 10,000 ordinary shares representing its entire equity 
interest in LM Services Sdn. Bhd., a company incorporated in Malaysia, for a total cash consideration 
of RM420,000 to its subsidiary namely, Lam Soon Edible Oils Sdn. Bhd.. As a result, LM Services Sdn. 
Bhd. became an indirect subsidiary of the Company.

9.	 INVESTMENTS IN SUBSIDIARIES (cont’d)
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9.	 INVESTMENTS IN SUBSIDIARIES (cont’d)

Subsidiary that has material non-controlling interests

Details of the Group’s subsidiary that has material non-controlling interests at the end of the reporting 
period are as follows:

			   Proportion of ownership
			   interests held by	 Profit allocated to	 Carrying amount of
Name of 		  non-controlling	 non-controlling	 non-controlling
subsidiary	        	  interests	 interests **	 interests
				    2019	 2018	 2019	 2018	 2019	 2018
						      RM’000	 RM’000	 RM’000	 RM’000

Lam Soon Plantations		  18.25%	 18.25%	 6,695	 6,221	 82,985	 81,716
Sdn. Bhd.

Others						      *	 950	 914

								        83,935	 82,630

*     Amounts are negligible.
**   Amounts before intra-group elimination.

Summarised financial information of the Group’s subsidiary that has material non-controlling interests 
(amounts before intra-group elimination) is as follows:

	 2019	 2018
	 RM’000	 RM’000
Lam Soon Plantations Sdn. Bhd.

Current assets				    255,553	 236,043
Non-current assets				    300,596	 297,287
Current liabilities				    48,575	 35,748
Non-current liabilities				    23,062	 21,280

Revenue						     525,952	 595,735
Total income				    15,064	 14,816
Total expenses				    (504,333)	 (576,462)

Profit for the year				    36,683	 34,089

Profit attributable to:
- Owners of the Company				    29,988	 27,868
- Non-controlling interests				    6,695	 6,221

Profit for the year				    36,683	 34,089

Total comprehensive income attributable to:
- Owners of the Company				    29,988	 27,886
- Non-controlling interests				    6,695	 6,221

Total comprehensive income for the year				    36,683	 34,107

Dividends paid to non-controllling interests				    5,197	 4,725
Net cash generated from operating activities				    65,296	 73,389
Net cash used in investing activities				    (48,965)	 (10,292)
Net cash used in financing activities				    (26,912)	 (76,402)
Net cash outflow				    (10,581)	 (13,305)
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10.	 INVESTMENTS IN ASSOCIATES

					                            Group		                      Company
					    2019	 2018	 2019	 2018
					    RM’000	 RM’000	 RM’000	 RM’000

Unquoted shares, at cost		  62,605	 62,605	 11,135	 11,135
Group’s share of results		  69,244	 59,714	 -	 -

					    131,849	 122,319	 11,135	 11,135

The amount owing by/(to) an associate represent trade receivables/payables which are subject to normal 
trade terms.

The associates, all of which are incorporated in Malaysia, are as follows:

Name of associate
Effective equity

interest Principal activities

2019
%

2018
%

* Southern Lion Sdn. Bhd. 50.0 50.0 Manufacturing of detergents and 
personal care products and the trading 
of oral and personal care products

Associate of Lam Soon
Plantations Sdn. Bhd.

Dara-Lam Soon Sdn. Bhd. 40.0 40.0 Cultivation of oil palms, processing and 
sale of crude palm oil and oil palm kernel

*    Associate not audited by Mazars PLT.

The associates are accounted for using equity method in the consolidated financial statements.

The Group does not have any share of the associates’ contingent liabilities incurred jointly with other 
investor or any share of contingent liabilities that arise whereby the Group is severally liable for all or 
part of the liabilities of the associates.

The financial year of the associates end on 31 December.
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10.	 INVESTMENTS IN ASSOCIATES (cont’d)

Summarised financial information of the Group’s material associates are set out below:

	 2019	 2018
	 RM’000	 RM’000
Southern Lion Sdn. Bhd.

Current assets				    247,866	 269,579
Non-current assets				    74,290	 76,066
Current liabilities				    141,171	 180,704
Non-current liabilities				    -	 127

Revenue						     621,144	 638,420
Profit for the year/Total comprehensive income for the year			  47,191	 42,002

Dividend paid				    31,020	 18,900

Reconciliation of summarised financial information of the associate to the carrying amount of interest 
in the associate:

	 2019	 2018
	 RM’000	 RM’000

Net assets						    180,985	 164,814
Proportion of ownership interest held by the Group			   50%	 50%

							      90,493	 82,407
Goodwill						     135	 135

Carrying amount of the Group’s interest in the associate			   90,628	 82,542

Dara-Lam Soon Sdn. Bhd.

Current assets				    30,860	 24,062
Non-current assets				    58,047	 60,115
Current liabilities				    10,224	 8,388
Non-current liabilities				    3,813	 4,546

Revenue						     77,345	 67,001
Profit for the year/Total comprehensive income for the year			  19,948	 18,600

Dividend paid				    16,320	 13,770

Adjusted net assets *				    78,268	 74,658
Proportion of ownership interest held by the Group			   40%	 40%

							      31,307	 29,863
Goodwill						     9,914	 9,914

Carrying amount of the Group’s interest in the associate			   41,221	 39,777

*	 Including net assets sharing at 20% up to year 2004.
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11.	 OTHER INVESTMENTS

					                            Group		                      Company
					    2019	 2018	 2019	 2018
					    RM’000	 RM’000	 RM’000	 RM’000
Equity instruments designated at FVTOCI

Quoted shares		  341	 327	 341	 327
Unquoted shares		  754	 753	 2	 1

					    1,095	 1,080	 343	 328

12.	 DEFERRED TAX ASSETS

							                           Group
	 2019	 2018
	 RM’000	 RM’000

At 1 January				    4,380	 2,833
Recognised in profit or loss				    (334)	 1,547

At 31 December				    4,046	 4,380

The temporary differences on which deferred tax assets have been recognised are as follows:

							                           Group
	 2019	 2018
	 RM’000	 RM’000
Deductible temporary differences
- Between net carrying amount and tax written down value of property,

plant and equipment				    823	 1,452
- Other deductible temporary differences				    3,223	 2,928

At 31 December				    4,046	 4,380

The following deferred tax assets have not been recognised:

							                           Group
	 2019	 2018
	 RM’000	 RM’000

Unutilised tax losses				    5,410	 5,437
Unabsorbed capital allowances				    5,498	 4,524

At 31 December				    10,908	 9,961

The unabsorbed capital allowances do not expire under the current tax legislation. The unutilised tax 
losses can be carried forward and will expire in year of assessment 2025 (2018: 2025).

Deferred tax assets have not been recognised in respect of the above items as it is not probable that 
future taxable profits will be available against which they may be utilised.
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13.	 INVENTORIES

							                           Group
	 2019	 2018
	 RM’000	 RM’000

Raw materials				    29,494	 24,464
Work-in-progress				    5,394	 3,105
Finished goods				    235,115	 217,605
Consumables				    17,024	 16,290
Nursery stocks				    561	 469

							      287,588	 261,933

The cost of inventories recognised as an expense in cost of sales by the Group amounted to approximately 
RM1,775,720,000 (2018: RM1,820,870,000).

14.	 BIOLOGICAL ASSETS

							                           Group
	 2019	 2018
	 RM’000	 RM’000
At fair value

At 1 January				    1,028	 1,360
Fair value changes				    656	 (332)

At 31 December				    1,684	 1,028

Physical quantity (Metric tonnes)				    3,547	 3,879
Total output per annum (Metric tonnes)				    107,350	 105,649

The biological assets of the Group comprise oil palm fresh fruit bunches (“FFB”) prior to harvest. The 
valuation model to be adopted by the Group considers the present value of the net cash flows expected 
to be generated from the sale of FFB.

To arrive at the fair value of FFB prior to harvest, the management considered the oil content of the 
unripe FFB and derived the assumption that the net cash flow to be generated from FFB prior to more 
than 15 days to harvest to be negligible, therefore quantity of unripe FFB on bearer plants of up to 15 days 
prior to harvest was used for valuation purpose. The net present value of cash flows is then determined 
with reference to the market value of crude palm oil at the date of harvest, adjusted for cost to sell at 
the point of harvest. Costs to sell, which include harvesting and transport cost, are deducted in arriving 
at the net cash flow to be generated.

The change in fair value of the biological assets in each accounting period is recognised in profit or loss.

The Group’s biological assets were fair valued within Level 3 of the fair value hierarchy. Fair value 
assessments have been completed consistently using the same valuation techniques.
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15.	 TRADE AND OTHER RECEIVABLES

					                            Group		                      Company
					    2019	 2018	 2019	 2018
					    RM’000	 RM’000	 RM’000	 RM’000

Gross trade receivables		  270,859	 271,080	 5	 5

Less:
Impairment losses		  (3,034)	 (2,941)	 (5)	 (5)

					    267,825	 268,139	 -	 -
Other receivables		  11,298	 7,181	 165	 154
Refundable deposits		  3,463	 4,493	 137	 135
Prepayments		  2,612	 2,008	 62	 55
Goods and Services Tax (“GST”)
  recoverable		  -	 16,277	 -	 -

					    285,198	 298,098	 364	 344

The currency exposure profile of trade 
  receivables is as follows:

RM					   222,173	 222,147	 5	 5
US Dollar			  40,837	 43,161	 -	 -
Chinese Renminbi (“Renminbi”)		  3,968	 3,841	 -	 -
EURO				   3,709	 1,842	 -	 -
Pound Sterling (“GBP”)		  144	 88	 -	 -
Singapore Dollar (“SGD”)		  28	 1	 -	 -

					    270,859	 271,080	 5	 5

Trade receivables comprise amounts receivable from the sale of goods to customers and outstanding 
rentals receivable from tenants. All trade receivables are granted credit periods between 30 to 120 (2018: 
30 to 120) days.

Other receivables and deposits which are unsecured and non-interest bearing and together with the 
prepayments are from the normal business transactions of the Group. Other receivables are due to be 
received within twelve months while the deposits are refundable upon demand.

16.	 AMOUNT OWING BY/(TO) IMMEDIATE HOLDING COMPANY

The amount owing by/(to) immediate holding company represents expenses paid on behalf which are 
receivable on demand.
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17.	 AMOUNTS OWING BY/(TO) RELATED COMPANIES

Related companies in the financial statements refer to companies within the Lam Soon Cannery Private 
Limited group of companies.

(a)	 Amounts owing by related companies

The amounts owing by related companies comprise:

					                            Group		                      Company
					    2019	 2018	 2019	 2018
					    RM’000	 RM’000	 RM’000	 RM’000

Trade balances		  2,553	 3,471	 -	 -
Non-trade balances		  2,166	 2,199	 3	 -

				   4,719	 5,670	 3	 -

Trade balances are subject to normal trade terms while the non-trade balances mainly comprise 
advertising expenses, management fee charges and payment on behalf which are unsecured, 
interest-free and receivable on demand.

(b)	 Amounts owing to related companies

The amounts owing to related companies comprise:

					                            Group		                      Company
					    2019	 2018	 2019	 2018
					    RM’000	 RM’000	 RM’000	 RM’000

Trade balances		  (15,413)	 (14,726)	 -	 -
Non-trade balances		  (1,208)	 (1,008)	 (1)	 -

				   (16,621)	 (15,734)	 (1)	 -

Trade balances are subject to normal trade terms while the non-trade balances mainly comprise 
advertising expenses, insurance premium, management fee charges and rental expenses which are 
unsecured, interest-free and payable on demand.

 
18.	 SHORT TERM INVESTMENTS

					                            Group		                      Company
					    2019	 2018	 2019	 2018
					    RM’000	 RM’000	 RM’000	 RM’000
Designated at FVTPL

- Managed fund		  487,790	 464,815	 355,377	 329,912

Short term investments represent investments in a highly liquid money market.

The fund is mainly designed to manage free cash flows and to optimise working capital so as to provide 
a steady stream of income returns.
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19.	 DERIVATIVES

Derivatives outstanding at reporting date are as follows:

							      Group
2019						    Contract
						     amount	 Assets	 Liabilities
						     RM’000	 RM’000	 RM’000
Non-hedging derivatives:

Forward currency contracts			   173,453	 2,068	 272

2018

Non-hedging derivatives:

Forward currency contracts			   174,724	 1,078	 393

* Derivatives at year end are presented at gross for management monitoring purposes.

Forward currency contracts

Forward currency contracts are used to manage the Group’s anticipated transactions in US Dollar, SGD, 
GBP, EURO and Renminbi. These contracts are not designated as cash flow or fair value hedges and are 
entered into for periods consistent with the anticipated currency transaction.

20.	 SHORT TERM DEPOSITS

The short term deposits are placed with licensed banks and have maturity periods of less than one year. 
The effective interest rates of these deposits ranged between 2.65% to 3.25% (2018: 2.87% to 3.20%) 
per annum.

These deposits are readily convertible to cash and have insignificant risk of change in value.

21.	 CASH AND BANK BALANCES

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

					                            Group		                      Company
					    2019	 2018	 2019	 2018
					    RM’000	 RM’000	 RM’000	 RM’000

RM					    14,306	 15,534	 138	 142
US Dollar				   8	 9	 6	 6
EURO				   5	 5	 -	 -
Others				   3	 7	 -	 -

					    14,322	 15,555	 144	 148
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22.	 SHARE CAPITAL

							                  Group/Company
							      2019	 2018
							      RM’000	 RM’000

Issued share capital of 214,720,012 ordinary shares
At 1 January/31 December				    214,720	 214,720

 
23.	 RESERVES

					                            Group		                      Company
					    2019	 2018	 2019	 2018
					    RM’000	 RM’000	 RM’000	 RM’000
Non-distributable:

Capital reserve		  196,909	 141,062	 -	 -
Exchange translation reserve		  2	 2	 -	 -
Equity investment reserve		  (2,788)	 (2,801)	 210	 197

Distributable:
Retained profits		  953,757	 954,657	 600,715	 578,009

					    1,147,880	 1,092,920	 600,925	 578,206

Capital reserve

The capital reserve relates to the Group’s portion of bonus shares issued by its subsidiaries through the 
capitalisation of the subsidiaries retained profits.

24.	 DEFERRED TAX LIABILITIES

					                            Group		                      Company
					    2019	 2018	 2019	 2018
					    RM’000	 RM’000	 RM’000	 RM’000

At 1 January		  22,922	 21,063	 1,642	 1,642
Recognised in profit or loss		  718	 1,859	 -	 -

At 31 December		  23,640	 22,922	 1,642	 1,642

The deferred tax liabilities comprise:

Taxable/(Deductible) temporary differences:
- between net carrying amount and tax written

down value of property, plant and equipment	 23,499	 22,639	 -	 -
- between net carrying amount and tax written 

down value of investment properties		  1,642	 1,642	 1,642	 1,642
- other temporary differences		  (1,501)	 (1,359)	 -	 -

					    23,640	 22,922	 1,642	 1,642



Lam Soon (M) Berhad [198201004526 (84273-H)]
70

annual report 2019

NOTES TO THE FINANCIAL STATEMENTS (cont’d)

FOR THE YEAR ENDED 31 DECEMBER 2019

25.	 TRADE AND OTHER PAYABLES

					                            Group		                      Company
					    2019	 2018	 2019	 2018
					    RM’000	 RM’000	 RM’000	 RM’000

Trade payables		  86,710	 79,693	 -	 -
Other payables		  19,534	 21,083	 14	 61
Deposits				   1,887	 1,440	 1,799	 1,799
Accruals				   92,067	 79,467	 2,540	 2,569

					    200,198	 181,683	 4,353	 4,429

The currency exposure profile of trade payables is as follows:

					                            Group		                      Company
					    2019	 2018	 2019	 2018
					    RM’000	 RM’000	 RM’000	 RM’000

RM					    83,024	 75,340	 -	 -
US Dollar				   3,300	 2,350	 -	 -
EURO				   386	 1,986	 -	 -
Others				   -	 17	 -	 -

					    86,710	 79,693	 -	 -

 
The currency exposure profile of other payables, deposits and accruals are as follows:

					                            Group		                      Company
					    2019	 2018	 2019	 2018
					    RM’000	 RM’000	 RM’000	 RM’000

RM					    112,865	 101,159	 4,353	 4,429
US Dollar				   488	 683	 -	 -
Others				   135	 148	 -	 -

					    113,488	 101,990	 4,353	 4,429

Trade payables represent amounts outstanding from trade purchases. The normal credit periods granted 
by the trade payables ranged between 30 to 90 (2018: 30 to 90) days.
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26.	 BANK BORROWINGS

							                           Group
	 2019	 2018
	 RM’000	 RM’000
Unsecured:
- Banker’s acceptances bearing effective interest rate between 

3.69% to 4.05% (2018: 3.75% to 4.22%) per annum			   104,322	 67,453

- Revolving credits bearing effective interest rate between
4.05% to 4.59% (2018: 4.46% to 4.59%) per annum			   60,000	 60,000

							      164,322	 127,453

27.	 REVENUE

					                            Group		                      Company
					    2019	 2018	 2019	 2018
					    RM’000	 RM’000	 RM’000	 RM’000
Revenue from contracts with customers
Sales of goods		  2,135,496	 2,175,375	 -	 -

Other revenue
Rental income		  8,033	 7,648	 5,622	 5,878
Dividend income		  11,658	 10,498	 89,536	 80,700
Interest income		  14	 27	 14	 613

					    2,155,201	 2,193,548	 95,172	 87,191

Timing of transfer of revenue recognition
- At a point of time		  2,135,496	 2,175,375	 -	 -

Disaggregation of revenue from contracts
with customers

- Local sales		  1,618,526	 1,581,834	 -	 -
- Export sales		  516,970	 593,541	 -	 -

					    2,135,496	 2,175,375	 -	 -

28.	 COST OF SALES

					                            Group		                      Company
					    2019	 2018	 2019	 2018
					    RM’000	 RM’000	 RM’000	 RM’000

Cost of goods sold		  1,795,100	 1,839,219	 -	 -
Direct operating expenses		  6,669	 7,862	 3,750	 3,702
Amortisation of prepaid lease payment		  84	 84	 84	 84

					    1,801,853	 1,847,165	 3,834	 3,786
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29.	 FINANCE COSTS

							                           Group
	 2019	 2018
	 RM’000	 RM’000
Interest expenses on:
- Banker’s acceptance				    3,615	 3,206
- Term loans				    -	 130
- Revolving credits				    4,439	 521
- Lease liabilities				    510	 -

							      8,564	 3,857

30.	 PROFIT BEFORE TAX

Profit before tax is stated after charging:

					                            Group		                      Company
					    2019	 2018	 2019	 2018
					    RM’000	 RM’000	 RM’000	 RM’000

Amortisation of prepaid lease payment		  84	 84	 84	 84
Auditors’ remuneration
- current year		  336	 336	 80	 80
- underprovision in prior year		  -	 2	 -	 -
Bad debts written off		  379	 369	 -	 -
Depreciation of property, plant and equipment	 39,700	 35,048	 85	 85
Depreciation of investment properties		  1,316	 1,134	 2,987	 2,987
Depreciation of right-of-use assets		  6,019	 -	 -	 -
Directors’ fees
- Directors of the Company

- current year		  1,194	 1,240	 344	 360
- under provision in prior year		  -	 130	 -	 -

- Directors of the subsidiaries
- current year		  520	 520	 -	 -
- under provision in prior year		  -	 20	 -	 -

Directors’ remuneration		  13,626	 14,240	 -	 -
Directors’ post-employment benefits
  - defined contribution plan		  1,061	 1,173	 -	 -
Fair value loss on short term investments		  192	 1,114	 150	 397
Gratuity and retirement benefits		  2,960	 2,668	 -	 -
Impairment loss on trade receivables		  125	 -	 -	 -
Inventories written down		  2,645	 276	 -	 -
Inventories written off		  3,184	 2,818	 -	 -
Investment in subsidiary written off		  -	 -	 -	 8
Lease expenses for short-term
  leases and low-value assets		  1,397	 -	 92	 -
Loss from change in fair value of biological 
  assets				   -	 332	 -	 -

  Loss on disposal of property, plant and 
  equipment		  20	 -	 -	 -

  Loss on foreign exchange
  - realised				  7	 -	 -	 -
  - unrealised		  141	 113	 -	 -
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30.	 PROFIT BEFORE TAX (cont’d)

Profit before tax is stated after charging: (cont’d)

					                            Group		                      Company
					    2019	 2018	 2019	 2018
					    RM’000	 RM’000	 RM’000	 RM’000

Loss on redemption of short term investments	 -	 196	 -	 219
Net fair value loss on derivatives		  -	 2,664	 -	 -
Operating leases
- rental of forklifts		  -	 328	 -	 -
- rental of motor vehicles		  -	 527	 -	 -
- rental of premises		  -	 6,441	 -	 92
- storage rental charges		  -	 192	 -	 -
- rental of equipment		  -	 656	 -	 -
Property, plant and equipment written off		  767	 259	 -	 -

and crediting:

Bad debts recovered		  146	 3	 -	 -
Dividend income from short-term investments	 17,951	 15,729	 11,649	 10,476
Fair value gain on short term investments		  122	 -	 -	 -
Gross dividend income from
- subsidiaries		  -	 -	 62,368	 60,752
- associates		  -	 -	 15,510	 9,450
- other investments		  9	 22	 9	 22
Gain from change in fair value of biological 
  assets				   656	 -	 -	 -
Gain on disposal of a subsidiary		  -	 -	 -	 410
Gain on disposal of property, plant and 
  equipment		  176	 93	 -	 -
Gain on foreign exchange
- realised				  35	 2,531	 -	 -
- unrealised		  -	 419	 -	 -
Gain on redemption of short term investments	 1,645	 -	 985	 -
Gain upon liquidation of a subsidiary		  -	 784	 -	 -
Interest income from
- fixed and short term deposits		  987	 962	 14	 26
- others				   7	 2	 -	 587
Net fair value gain on derivatives		  1,111	 -	 -	 -
Operating lease income
- rental of properties		  5,161	 5,600	 5,622	 5,878
Royalty income		  1,412	 1,534	 -	 -
Write back of impairment loss on trade 
  receivables		  32	 50	 -	 -
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31.	 TAX EXPENSE

					                            Group		                      Company
					    2019	 2018	 2019	 2018
					    RM’000	 RM’000	 RM’000	 RM’000

Malaysian tax based on the results for the year:
- current				  30,381	 32,635	 1,100	 1,519
- overprovision in prior year		  (31)	 (1,660)	 (170)	 (132)

					    30,350	 30,975	 930	 1,387

Deferred tax:
- relating to origination of temporary

differences		  1,568	 820	 -	 -
- overprovision in prior year		  (516)	 (508)	 -	 -

					    1,052	 312	 -	 -

					    31,402	 31,287	 930	 1,387

 
The numerical reconciliations between the tax expense and the product of accounting profit multiplied 
by the applicable tax rate are as follows:

					                            Group		                      Company
					    2019	 2018	 2019	 2018
					    RM’000	 RM’000	 RM’000	 RM’000

Accounting profit (excluding share of results
in associates)		  126,732	 131,661	 88,052	 79,316

Tax at the applicable tax rate of 24%
(2018: 24%)		  30,416	 31,599	 21,132	 19,036

Add/(Less):
Tax effect of expenses not deductible in

determining taxable profit		  3,140	 2,867	 1,727	 1,915
Tax effect of income not subject to tax		  (1,834)	 (1,275)	 (21,759)	 (19,432)
Deferred tax assets not recognised		  227	 264	 -	 -

					    31,949	 33,455	 1,100	 1,519
Less:
Overprovision in prior year
- current tax		  (31)	 (1,660)	 (170)	 (132)
- deferred tax		  (516)	 (508)	 -	 -

Tax expense for the year		  31,402	 31,287	 930	 1,387

32.	 EARNINGS PER ORDINARY SHARE

Basic earnings per ordinary share is calculated based on consolidated profit for the year attributable to 
owners of the Company of RM119,363,000 (2018: RM118,187,000) and on 214,720,012 (2018: 214,720,012) 
number of ordinary shares in issue during the financial year. As there are no potential ordinary shares, 
the dilutive earnings per ordinary share is the same as basic earnings per ordinary share.
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33.	 DIVIDENDS

							                           Company
	 2019	 2018
	 RM’000	 RM’000
Recognised as distribution to owners of the Company during the year in 

respect of the financial year ended:

31 December 2019
  - Interim single-tier dividend of 9 sen per share			   19,325	 -

31 December 2018
  - Interim single-tier dividend of 9 sen per share			   -	 19,325
  - Final single-tier dividend of 21 sen per share				   45,091	 -

31 December 2017
  - Final single-tier dividend of 21 sen per share				   -	 45,091

							      64,416	 64,416

Net dividend per ordinary share (sen)				    30.00	 30.00

The directors now recommend the payment of a final single-tier dividend of 10 sen per share amounting 
to RM21,472,001 for the financial year ended 31 December 2019, subject to approval of the shareholders 
at the forthcoming Company’s annual general meeting.

34.	 EMPLOYEE BENEFITS EXPENSE

					                            Group		                      Company
					    2019	 2018	 2019	 2018
					    RM’000	 RM’000	 RM’000	 RM’000
Salaries, wages, allowances and bonuses
- Executive directors		  13,626	 14,240	 -	 -
- Other employees		  131,018	 128,337	 3,543	 3,354
Gratuity and retirement benefits		  2,960	 2,668	 -	 -
Defined contribution plan - EPF contributions
- Executive directors		  1,061	 1,173	 -	 -
- Other employees		  14,819	 14,202	 426	 404
Social security costs - SOCSO contributions		  1,297	 1,086	 9	 9
Other staff related benefits		  3,176	 3,983	 172	 152

					    167,957	 165,689	 4,150	 3,919
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35.	 RELATED PARTY DISCLOSURES

(a)	 The Company has a controlling related party relationship with its subsidiaries referred to in Note 9.

(b)	 The Company also has related party relationship with the following related parties:

(i)	 Associates as referred to in Note 10.

(ii)	 Immediate holding and related companies referred to in Notes 16 and 17.

(iii)	 Companies in which certain directors of the Company have financial interests.

(c)	 In addition to information disclosed elsewhere in the financial statements, the Group and the 
Company have the following significant transactions with the related parties during the financial 
year:

					                            Group		                      Company
					    2019	 2018	 2019	 2018
					    RM’000	 RM’000	 RM’000	 RM’000

Sales to
- an associate		  1,729	 5,634	 -	 -
- related companies		  15,495	 16,603	 -	 -
Lease rental income from
- a subsidiary		  -	 -	 5,297	 5,297
- related companies		  3,245	 3,183	 242	 252
- an associate		  609	 529	 -	 -
Commission income from a related

company		  382	 309	 -	 -
Royalty income from an associate		  1,412	 1,534	 -	 -
Management fees from
- immediate holding company		  288	 288	 288	 288
- subsidiaries		  -	 -	 740	 794
- related companies		  90	 90	 90	 90
Interest income from a subsidiary		  -	 -	 -	 587
Purchases from
- an associate		  603,400	 602,261	 -	 -
- related companies		  99,723	 93,372	 -	 -
- companies in which certain directors of

the Company have financial interests		  172	 365	 -	 -
Rentals charged by
- a related company		  1,611	 1,623	 106	 105
- immediate holding company		  1,189	 1,199	 -	 -
Management fees charged by
- a subsidiary		  -	 -	 13	 12
- a related company		  393	 415	 -	 -
Advertising expenses paid to a related

company		  1,627	 1,032	 -	 -

Information regarding outstanding balances with the subsidiaries, associates, immediate holding 
company and related companies at year end arising from related party transactions are disclosed 
in Notes 9, 10, 16 and 17 respectively.
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35.	 RELATED PARTY DISCLOSURES (cont’d)

(d)	 Compensation of key management personnel

The key management personnel are the directors of the Company.

The remuneration of directors of the Company and the Group during the year comprises:

					                            Group		                      Company
					    2019	 2018	 2019	 2018
					    RM’000	 RM’000	 RM’000	 RM’000

Fees
- current year		  1,714	 1,910	 344	 360
Remuneration		  13,626	 14,240	 -	 -

				   15,340	 16,150	 344	 360
Post-employment benefits
- defined contribution plan		  1,061	 1,173	 -	 -

Total compensation		  16,401	 17,323	 344	 360

36.	 CAPITAL COMMITMENTS

							                           Group
	 2019	 2018
	 RM’000	 RM’000
Approved capital expenditure in respect of property, plant and

equipment not provided for in financial statements
- contracted				    20,281	 97,808
- not contracted				    169,066	 145,710

							      189,347	 243,518

37.	 OPERATING LEASE ARRANGEMENTS

(a)	 The Group as lessor

The Group entered into commercial property leases to earn rental income from its investment 
properties, property, plant and equipment as well as leasehold land classified as prepaid lease 
payment.

These leases have remaining non-cancellable lease terms of average 3 years with an option to renew 
for a further 2 years. The lease includes a clause to enable a revision of the rental charge after 
the expiry dates, based on prevailing market conditions. The Group does not have any contingent 
rental arrangements.
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37.	 OPERATING LEASE ARRANGEMENTS (cont’d)

(a)	 The Group as lessor (cont’d)

The maturity analysis rentals receivable under these non-cancellable leases are as follows:

					                            Group		                      Company
					    2019	 2018	 2019	 2018
					    RM’000	 RM’000	 RM’000	 RM’000

Not later than one year		  4,661	 5,609	 6,237	 5,612
Later than one year and not later than 

five years		  6,224	 1,227	 12,453	 1,180

				   10,885	 6,836	 18,690	 6,792

(b)	 The Group as lessee

The Group leases office premises, warehouses for storage of goods, factory equipment and motor 
vehicles from various third parties under cancellable and non-cancellable operating leases for its 
operations. These leases have an average tenure of 1 to 5 years, with an option to renew the leases 
after the expiry of the respective dates. Increases in lease payments, if any, after the expiry dates, 
are negotiated between the Group and the lessors which will normally reflect market rentals. The 
above leases do not include any contingent rentals.

The maturity analysis lease payments under these non-cancellable operating leases are as follows:

					                            Group		                      Company
					    2019	 2018	 2019	 2018
					    RM’000	 RM’000	 RM’000	 RM’000

- Not later than one year		  -	 4,148	 -	 92
- Later than one year and more than five

years		  -	 6,474	 -	 92

				   -	 10,622	 -	 184

38.	 FINANCIAL INSTRUMENTS

(a)	 Classification of financial instruments

		  At
2019		  amortised	 At	 At
Group		  cost	 FVTPL	 FVTOCI	  Total
		  RM’000	 RM’000	 RM’000	 RM’000
Financial assets
Other investments		  -	 -	 1,095	 1,095
Trade and other receivables		  282,586	 -	 -	 282,586
Amount owing by an associate		  43,139	 -	 -	 43,139
Amounts owing by related companies		  4,719	 -	 -	 4,719
Short term investments		  -	 487,790	 -	 487,790
Derivatives		  -	 2,068	 -	 2,068
Deposits, cash and bank balances		  33,061	 -	 -	 33,061

Total financial assets		  363,505	 489,858	 1,095	 854,458
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38.	 FINANCIAL INSTRUMENTS (cont’d)

(a)	 Classification of financial instruments (cont’d)

		  At
2019		  amortised	 At	 At
Company		  cost	 FVTPL	 FVTOCI	  Total
		  RM’000	 RM’000	 RM’000	 RM’000
Financial assets
Other investments		  -	 -	 343	 343
Trade and other receivables		  302	 -	 -	 302
Amounts owing by subsidiaries		  268	 -	 -	 268
Amount owing by a related company		  3	 -	 -	 3
Short term investments		  -	 355,377	 -	 355,377
Deposits, cash and bank balances		  354	 -	 -	 354

Total financial assets		  927	 355,377	 343	 356,647

			   At
2019			   amortised	 At
Group			   cost	 FVTPL	 Total
			   RM’000	 RM’000	 RM’000
Financial liabilities
Trade and other payables			   200,198	 -	 200,198
Amount owing to immediate holding company		  12	 -	 12
Amount owing to an associate			   65,698	 -	 65,698
Amounts owing to related companies			   16,621	 -	 16,621
Bank borrowings			   164,322	 -	 164,322
Derivatives			   -	 272	 272

Total financial liabilities			   446,851	 272	 447,123

Company

Financial liabilities
Trade and other payables			   4,353	 -	 4,353
Amount owing to a related company			   1	 -	 1

Total financial liabilities			   4,354	 -	 4,354
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38.	 FINANCIAL INSTRUMENTS (cont’d)

(a)	 Classification of financial instruments (cont’d)

		  At
2018		  amortised	 At	 At
Group		  cost	 FVTPL	 FVTOCI	  Total
		  RM’000	 RM’000	 RM’000	 RM’000
Financial assets
Other investments		  -	 -	 1,080	 1,080
Trade and other receivables		  279,813	 -	 -	 279,813
Amount owing by immediate holding

company		  4	 -	 -	 4
Amount owing by an associate		  32,199	 -	 -	 32,199
Amounts owing by related companies		  5,670	 -	 -	 5,670
Short term investments		  -	 464,815	 -	 464,815
Derivatives		  -	 1,078	 -	 1,078
Deposits, cash and bank balances		  32,293	 -	 -	 32,293

Total financial assets		  349,979	 465,893	 1,080	 816,952

Company

Financial assets
Other investments		  -	 -	 328	 328
Trade and other receivables		  289	 -	 -	 289
Amounts owing by subsidiaries		  294	 -	 -	 294
Short term investments		  -	 329,912	 -	 329,912
Deposits, cash and bank balances		  278	 -	 -	 278

Total financial assets		  861	 329,912	 328	 331,101

 
			   At
2018			   amortised	 At
Group			   cost	 FVTPL	 Total
			   RM’000	 RM’000	 RM’000
Financial liabilities
Trade and other payables			   181,683	 -	 181,683
Amount owing to an associate			   82,512	 -	 82,512
Amounts owing to related companies			   15,734	 -	 15,734
Bank borrowings			   127,453	 -	 127,453
Derivatives			   -	 393	 393

Total financial liabilities			   407,382	 393	 407,775

Company

Financial liabilities
Trade and other payables			   4,429	 -	 4,429
Amount owing to a subsidiary			   58	 -	 58

Total financial liabilities			   4,487	 -	 4,487
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38.	 FINANCIAL INSTRUMENTS (cont’d)

(b)	 Fair value of financial instruments

The fair value of a financial instrument is the amount at which the instrument could be exchanged 
or settled between knowledgeable and willing parties in an arm’s length transaction, other than 
in a forced or liquidation sale.

The carrying amounts of the financial instruments of the Group and of the Company at the reporting 
date approximated or were at their fair values.

The carrying amounts of bank borrowings of the Group at the end of the reporting period 
approximated or were at their fair values.

The following summarises the methods used in determining the fair value of the financial 
instruments:

Financial assets and financial liabilities (non-derivative)

The fair value of financial assets and financial liabilities is determined in accordance with generally 
accepted pricing models based on discounted cash flow analysis.

 
Other investments

Fair value of quoted investments has been determined by reference to their quoted closing bid 
price at the reporting date. The fair value of unquoted investments has been estimated based on 
recoverable amount of the investment.

Short term investments

Fair value of short term investments has been determined by reference to the net assets value of 
the managed funds at the end of the reporting period as quoted by the fund managers.

Derivatives

Fair value of forward currency contracts has been determined by reference to current forward 
exchange rates for contracts with similar maturity profiles. Where the quoted market price are not 
available, fair values are based on management’s best estimate and are arrived by reference to the 
market prices of another contract that is substantially similar.

The Group’s financial instruments carried at fair value by level of fair value hierarchy in which the 
different levels have been defined as follows:

Level 1	 :	 Quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2	 :	� Inputs other than quoted prices included within Level 1 that are observable for the 
assets or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).

Level 3	 :	� Inputs for the asset or liability that are not based on observable market data 
(unobservable inputs).
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38.	 FINANCIAL INSTRUMENTS (cont’d)

(b)	 Fair value of financial instruments (cont’d)

2019						    Level 1	 Level 2	 Total
Group					    RM’000	 RM’000	 RM’000

Financial assets
Other investments			   341	 754	 1,095
Short term investments			   -	 487,790	 487,790
Forward currency contracts			   -	 2,068	 2,068

						     341	 490,612	 490,953

Financial liabilities
Forward currency contracts			   -	 272	 272

Company

Financial assets
Other investments			   341	 2	 343
Short term investments			   -	 355,377	 355,377

						     341	 355,379	 355,720

2018
Group

Financial assets
Other investments			   327	 753	 1,080
Short term investments			   -	 464,815	 464,815
Forward currency contracts			   -	 1,078	 1,078

						     327	 466,646	 466,973

Financial liabilities
Forward currency contracts			   -	 393	 393

Company

Financial assets
Other investments			   327	 1	 328
Short term investments			   -	 329,912	 329,912

						     327	 329,913	 330,240

There were no transfers of fair value measurements between Level 1 and Level 2 and no transfers into 
or out of Level 3 throughtout the year.



Lam Soon (M) Berhad [198201004526 (84273-H)]
83

annual report 2019

NOTES TO THE FINANCIAL STATEMENTS (cont’d)

FOR THE YEAR ENDED 31 DECEMBER 2019

39.	 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group’s overall financial risk management objectives and policies are to ensure that the Group creates 
value and maximises returns to its shareholders.

Financial risk management is carried out through risk review, internal control systems, benchmarking the 
industry’s best practices and adherence to the Group’s financial risk management policies.
 
The Group has been financing its operations mainly through borrowing from licensed financial institutions 
as well as internally generated funds. Other than foreign currency forward contracts, the Group does not 
find it necessary to enter into derivative transactions based on its current level of operations.

The management of the Group monitors its financial position closely with an objective to minimise 
potential adverse effects on the performance of the Group. The management reviews and agrees on 
policies for managing each of these risks and they are summarised below. These policies have remained 
unchanged during the financial year.

(a)	 Credit risk

Credit risk arises when sales are made to receivables on deferred credit terms.

The Group’s exposure to credit risk is monitored on an ongoing basis through Group’s management 
reporting procedures. The Group has its credit approvals and monitoring procedures in place to 
manage the credit risk exposure. The risk is managed through the application of the Group’s extensive 
credit management procedures which include the application of credit approvals whereby credit 
evaluations are performed on all customers requiring credit over a certain amount and period, 
adherence to credit limit, regular monitoring and follow up procedures by senior management.

The Group does not require collateral in respect of financial assets and considers the risk of material 
loss from the non-performance on the part of a financial counter-party to be negligible.

Loss allowance is measured at an amount equal to lifetime ECL. The ECL are estimated using a 
provision matrix by reference to past default experience of the debtor and an analysis of the debtor’s 
current position, adjusted for factors that are specific to the debtors, general economic conditions 
of the industry in which the debtors operate and an assessment of both the current as well as the 
forecast direction of conditions at the reporting date.

There has been no change in the estimation techniques or significant assumptions made during 
the financial year.

The ageing analysis of receivables at reporting date which are trade in nature is as follows:

Group		  Loss
2019	 Gross	 allowance	 Net
	 RM’000	 RM’000	 RM’000

Not past due			   220,386	 -	 220,386
1 to 30 days past due			   42,724	 -	 42,724
31 and 60 days past due			   28,505	 -	 28,505
More than 60 days past due			   21,902	 -	 21,902

Credit impaired
Individually impaired			   3,034	 (3,034)	 -

					    316,551	 (3,034)	 313,517
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39.	 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (cont’d)

(a)	 Credit risk (cont’d)

Group		  Loss
2019	 Gross	 allowance	 Net
	 RM’000	 RM’000	 RM’000
Included under receivables

Trade receivables			   270,859	 (3,034)	 267,825
Amount owing by an associate			   43,139	 -	 43,139
Amounts owing by related companies			   2,553	 -	 2,553

					    316,551	 (3,034)	 313,517

Company
2019

Credit impaired
Individually impaired			   5	 (5)	 -

Included under receivables
Trade receivables			   5	 (5)	 -

 
Group		  Loss
2018	 Gross	 allowance	 Net
	 RM’000	 RM’000	 RM’000

Not past due			   226,773	 -	 226,773
1 to 30 days past due			   41,186	 -	 41,186
31 and 60 days past due			   19,597	 -	 19,597
More than 60 days past due			   16,253	 -	 16,253

Credit impaired
Individually impaired			   2,941	 (2,941)	 -

					    306,750	 (2,941)	 303,809

Included under receivables

Trade receivables			   271,080	 (2,941)	 268,139
Amount owing by an associate			   32,199	 -	 32,199
Amounts owing by related companies			   3,471	 -	 3,471

					    306,750	 (2,941)	 303,809

Company
2018

Credit impaired
Individually impaired			   5	 (5)	 -

Included under receivables
Trade receivables			   5	 (5)	 -
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39.	 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (cont’d)

(a)	 Credit risk (cont’d)

Receivables that are past due but not impaired

The Group has trade receivables amounting to RM93,131,000 (2018: RM77,036,000) that are past 
due at the reporting date but not impaired respectively. These balances relate to a large number 
of diversified customers that have good track records with the Group and the directors are of the 
view that these receivables are recoverable.

The movements in the credit loss allowances of trade receivables are as follows:

					                            Group		                      Company
					    2019	 2018	 2019	 2018
					    RM’000	 RM’000	 RM’000	 RM’000

At 1 January		  2,941	 2,991	 5	 5
Impairment loss recognised		  125	 -	 -	 -
Write back of impairment loss		  (32)	 (50)	 -	 -

At 31 December		  3,034	 2,941	 5	 5

The Group invests its surplus cash safely and profitably by depositing them with reputable and 
creditworthy licensed financial institutions.

Cash and cash equivalents, other receivables, amounts due from immediate holding company and 
related companies and short-term investments are subject to insignificant credit loss as management 
does not expect any losses arising from non-performance by these counterparties.

(b)	 Foreign currency exchange risk

The Group is exposed to foreign currency exchange risk as a result of transactions denominated 
in currencies other than the functional currency of the Group. The Group’s exposure to foreign 
currency exchange risk is monitored on an ongoing basis.

Certain subsidiaries entered into foreign currency forward contracts in the normal course of business 
in order to limit their exposure and to manage exposure to fluctuations in foreign currency exchange 
rates. These contracts are entered into with reputable licensed banks.

Sensitivity analysis for foreign currency risk

The following table demonstrates the sensitivity of the Group’s outstanding foreign currency 
denominated monetary items to a reasonably possible change in the USD, Renminbi and EURO 
exchange rates against the functional currency of the Group at reporting date, with all other 
variables held constant.
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NOTES TO THE FINANCIAL STATEMENTS (cont’d)

FOR THE YEAR ENDED 31 DECEMBER 2019

39.	 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (cont’d)

(b)	 Foreign currency exchange risk (cont’d)

		  Group
	 2019	 2018
	 RM’000	 RM’000
	 Increase/	 Increase/
	 (Decrease)	 (Decrease)

USD/RM	 - strengthened 5% (2018: 5%)			   1,408	 1,525
	 - weakened 5% (2018: 5%)			   (1,408)	 (1,525)

Renminbi/RM	 - strengthened 5% (2018: 5%)			   151	 146
	 - weakened 5% (2018: 5%)			   (151)	 (146)

EURO/RM	 - strengthened 5% (2018: 5%)			   126	 7
	 - weakened 5% (2018: 5%)			   (126)	 (7)

(c)	 Interest rate risk

Interest rate risk is the risk that a financial instrument’s value will fluctuate as a result of changes 
in market interest rates.

The Group is exposed to interest rate risk in respect of its fixed and short term deposits placed with 
licensed banks and bank borrowings.

Interest rate risk arising from fixed and short term deposits placed, which are all short term in 
nature, is managed by sourcing for the highest interest rate in the market amongst reputable 
licensed banks after taking into account the duration and availability of funds for the operational 
financial requirements of the Group.

Interest rate risk arising from bank borrowings is subject to fixed interest rates spread above the 
banks’ base lending rate before the facilities are accepted.

At the reporting date, if interest rates had been 50 basis points lower/higher, with all other variables 
held constant, the Group’s profit net of tax would have been RM656,212 (2018: RM486,654) 
higher/lower, arising mainly as a result of lower/higher interest expense/income from floating rate 
borrowings. The assumed movement in basis points for interest rate sensitivity analysis is based on 
the currently observable market environment.

(d)	 Price risk

The Group is exposed to market risk, which is the risk that a financial instrument’s value will fluctuate 
as a result of changes in market prices.

 
The Group is exposed to price risk arising from changes in value caused by movements in market 
price of its investments in quoted shares. The risk of loss is minimised via thorough analysis before 
investing and continuous monitoring of the performance of the investments. The Group optimises 
returns by disposing of investments only after thorough analysis.
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NOTES TO THE FINANCIAL STATEMENTS (cont’d)

FOR THE YEAR ENDED 31 DECEMBER 2019

39.	 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (cont’d)

(e)	 Cash flow and liquidity risks

Cash flow and liquidity risks are the risk that the Group will not be able to meet its financial 
obligations when they fall due.  The Group’s exposure to liquidity risk arises principally from its 
various payables and borrowings.

The Group seeks to ensure all business units maintain optimum levels of liquidity at all times, 
sufficient for their operating, investing and financing activities.

Therefore, the policy seeks to ensure that each business unit, through efficient working capital 
management (ie. inventory, accounts receivable and accounts payable management), must be able 
to convert its current assets into cash to meet all demands for payment as and when they fall due.

The Group manages its working capital through preparation of cash flow forecast, assessment of 
customers’ creditworthiness, prompt follow ups on overdue and slow paying customers, reviews 
of inventory holding, maintain cordial relationships with suppliers, as well as obtaining short term 
credit facilities from the banks.

Analysis of financial instruments by remaining contractual maturities

The table below summarises the maturity profile of the Group’s financial liabilities at the reporting 
date based on contractual undiscounted repayment obligations.

				   Less than 1	 1 to 5	 Over
Group		  year	 years	 5 years	 Total
2019				  RM’000	 RM’000	 RM’000	 RM’000

Financial liabilities
Trade and other payables		  200,198	 -	 -	 200,198
Amount owing to immediate holding

company		  12	 -	 -	 12
Amount owing to an associate		  65,698	 -	 -	 65,698
Amounts owing to related companies		  16,621	 -	 -	 16,621
Bank borrowings		  164,322	 -	 -	 164,322
Derivatives		  272	 -	 -	 272

				   447,123	 -	 -	 447,123
Lease liabilities		  3,797	 8,040	 828	 12,665

				   450,920	 8,040	 828	 459,788

2018

Financial liabilities
Trade and other payables		  181,683	 -	 -	 181,683
Amount owing to an associate		  82,512	 -	 -	 82,512
Amounts owing to related companies		  15,734	 -	 -	 15,734
Bank borrowings		  127,453	 -	 -	 127,453
Derivatives		  393	 -	 -	 393

				   407,775	 -	 -	 407,775

The Company’s financial liabilities at the end of reporting period are all expected to be settled 
within one year.
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NOTES TO THE FINANCIAL STATEMENTS (cont’d)

FOR THE YEAR ENDED 31 DECEMBER 2019

39.	 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (cont’d)

(f)	 Business risk

The Group is exposed to risk arising from fluctuations in the market prices of crude palm oil which 
are determined by constantly changing market forces of supply and demand, and other factors. 
The other factors include government policy, environmental regulations, weather conditions and 
diseases. The Group has little or no control over these conditions and factors.

40.	 CAPITAL MANAGEMENT

The Group’s primary objectives when managing its capital are to safeguard the Group’s ability to continue 
as a going concern in order to provide returns for shareholders and to sustain the future development 
of the business.

The capital structure of the Group consists of equity attributable to the shareholders of the Company, 
comprising share capital, reserves, retained profits and total debts, which includes bank borrowings.

The Group actively and regularly reviews and manages its capital structure. In order to maintain or 
adjust the capital structure, the Group may adjust the amount of dividends paid or issue new shares to 
shareholders. No changes were made in the objectives, policies or processes during the year.

The Company provides financial support to certain subsidiaries to enable these subsidiaries to operate 
as going concern and to meet their liabilities as and when they fall due.

Total borrowings to capital ratios at the reporting date are as follows:

Group						     2019	 2018
							      RM’000	 RM’000

Share capital				    214,720	 214,720
Reserves						     1,147,880	 1,092,920

Total equity				    1,362,600	 1,307,640

Bank borrowings				    164,322	 127,453

Total borrowings to total equity (%)				    12.06	 9.75



Lam Soon (M) Berhad [198201004526 (84273-H)]
89

annual report 2019

NOTES TO THE FINANCIAL STATEMENTS (cont’d)

FOR THE YEAR ENDED 31 DECEMBER 2019

41.	 COMPARATIVES

The following comparative figures have been reclassified to conform with current year’s presentation.

2018		 		 As previously		  As
				   reported	 Reclassification	 restated
				   RM’000	 RM’000	 RM’000
Consolidated Statement of Comprehensive income:

Selling and distribution expenses	 119,617	 (7,376)	 112,241
Administrative and general expenses	 105,444	 7,376	 112,820

42.	 AUTHORISATION FOR ISSUE OF FINANCIAL STATEMENTS

These financial statements were authorised for issue by the board of directors on 28 July 2020.



Lam Soon (M) Berhad [198201004526 (84273-H)]
90

annual report 2019

We, Whang Shang Ying and Khoo Heng Suan, being the directors of Lam Soon (M) Berhad, do hereby state 
that, in the opinion of the directors, the accompanying financial statements set out on pages 20 to 89 are 
drawn up so as to give a true and fair view of the financial position of the Group and of the Company as at  
31 December 2019 and financial performance and cash flows of the Group and of the Company for the financial 
year then ended in accordance with Malaysian Financial Reporting Standards, International Financial Reporting 
Standards and the requirements of the Companies Act 2016 in Malaysia.

Signed on behalf of the board of directors in accordance with a directors’ resolution

WHANG SHANG YING	 KHOO HENG SUAN
Director	 Director

Date: 28 July 2020

I, Khoo Heng Suan (I/C: 470109-04-5509) being the director primarily responsible for the financial management of Lam 
Soon (M) Berhad, do solemnly and sincerely declare that, to the best of my knowledge and belief, the accompanying 
financial statements of the Group and of the Company for the financial year ended 31 December 2019 as set out on 
pages 20 to 89, are correct and I make this solemn declaration conscientiously believing the same to be true and by 
virtue of the provisions of the Statutory Declarations Act, 1960.

Subscribed and solemnly
declared by the above named
Khoo Heng Suan
at Petaling Jaya 		  KHOO HENG SUAN
in the State of Selangor
this 28 July 2020	

Before me,

Commissioner of Oaths

Wong Choy Yin (No: B508)
Pesuruhjaya Sumpah
Petaling Jaya

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

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

DIRECTORS OF SUBSIDIARIES OF THE COMPANY

The following is the list of directors who served on the boards of the subsidiaries since the beginning of the 
current financial year to the date of the Directors’ Report:

Name of Subsidiary	 Name of Director

1.	 Lam Soon Edible Oils Sdn. Bhd.	 Mr. Whang Shang Ying
		  Mr. Khoo Heng Suan
		  Mr. Quick Back Heng @ Kuek Bak Heng
		  Mr. Chua K Hong
		  Mr. Lim Paw Serng (Alternate director to
		    Mr. Whang Shang Ying)
		  Mr. Khew Chai Loong (Alternate director to
		    Mr. Quick Back Heng @ Kuek Bak Heng)
		  Mr. Peh Chee Ming (Ceased as alternate director to
		    Mr. Khoo Heng Suan on 31 December 2019)
		
2.	 Lam Soon Plantations Sdn. Bhd.	 Mr. Whang Tar Liang
		  Mr. Whang Shang Ying
		  Mr. Khoo Heng Suan
		  Datuk Dr. Richard Sakian Gunting
		
3.	 LM Services Sdn. Bhd.	 Mr. Andrew Kok Kuan Ming 
		  Mr. Long See Boon (Appointed on 15 January 2020)
		  Mr. Peh Chee Ming (Resigned on 16 January 2020)
		
4.	 Rennes Properties Sdn. Bhd.	 Mr. Whang Shang Ying
		  Mr. Khoo Heng Suan
		  Ms. Tan Guat Sim
		
5.	 Lam Soon Commodities Sdn. Bhd.	 Mr. Khoo Heng Suan
		  Mr. Chua K Hong
		
6.	 Lam Soon Food Industries Sdn. Bhd.	 Mr. Chua K Hong
		  Ms. Tan Guat Sim
		
7.	 Lam Soon Distribution Sdn. Bhd.	 Mr. Whang Shang Ying
		  Mr. Khoo Heng Suan
		  Mr. Chua K Hong
		  Ms. Tan Guat Sim 
		
8.	 Lam Soon Trading Sdn. Bhd.	 Ms. Tan Guat Sim 
		  Mr. Chua K Hong
		
9.	 Pacific Oleochemicals Sdn. Bhd.	 Mr. Whang Shang Ying
		  Mr. Khoo Heng Suan
		  Datuk Dr. Richard Sakian Gunting
		  Mr. Low Yin Peng
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Name of Subsidiary	 Name of Director
				  
10.	 Pacoleo Pte. Ltd.	 Mr. Whang Tar Liang
		  Mr. Whang Shang Ying
		  Mr. Khoo Heng Suan
		
11.	 LS Cyber DC Sdn. Bhd.	 Mr. Whang Shang Ying
		  Mr. Khoo Heng Suan
		  Mr. Ong Chong Lai 
		
		
		

APPENDIX (cont’d)



FORM OF PROXY

I/We,………..……………………………………………………………I.C./Passport/Company No:………………………….. 

of…...……………………………………………………………………………………………………………………………..

being a member/members of LAM SOON (M) BERHAD, hereby appoint ……………………………………………

……………………………………………………………………………………………………………………………………… 

of …………………………………………………………………………………………………………………………………..

OR failing him/her……………………………………………………………………………………………………………..

of …………………………………………………………………………………………………………………………………..

OR failing him/her the Chairperson of the Meeting as my/our proxy to vote for me/us and on my/our behalf at 
the 38th Annual General Meeting of the Company to be conducted entirely through live streaming from the 
broadcast venue at Symphony Square Auditorium, 3A Floor, No. 5 Jalan Prof. Khoo Kay Kim, Seksyen 13, 46200 
Petaling Jaya, Selangor Darul Ehsan on  Wednesday, 26 August 2020 at 3.00 p.m. and at any adjournment 
thereof.

My/Our proxy is to vote as indicated below:-

No. Resolutions For Against

1. To approve the payment of a final single tier dividend of 10.0 sen per 
share in respect of the financial year ended 31 December 2019.

2. To approve the payment of Directors’ fees for the financial year ended 
31 December 2019.

3. To re-elect Mr. Khoo Heng Suan as a Director of the Company.

4. To re-elect Lt Jen Dato’ Sri Che Akmar bin Md Noor TUDM (B) as a Director 
of the Company.

5. To re-elect Datin Shelina binti Razaly Wahi as a Director of the Company.

6. To re-elect Encik Mohd Fazli bin Zainal as a Director of the Company.

7. To re-appoint Mazars PLT as Auditors of the Company and to authorize 
the Directors to fix their remuneration.

Please indicate with a “✓” in the appropriate space how you wish your vote to be cast. If you do not indicate 
how you wish your proxy to vote on any Resolution, the proxy will vote as he thinks fit, or, at his discretion, 
abstain from voting.

Signed this ………. day of ……………………………………… 2020.

			                                                                            …………………………………..………………
	 Signature/Common Seal of Shareholder(s)

NOTES:

i)	 The Broadcast Venue is strictly for the purpose of complying with Section 327(2) of the Companies Act 2016 which requires the Chairperson 
of the Meeting to be present at the main venue of the meeting.

	 Shareholders WILL NOT BE ALLOWED to attend this 38th Annual General Meeting (“AGM”) in person at the Broadcast Venue on the day 
of the meeting.

	 Shareholders are to attend, speak (including posing questions to the Board via real time submission of typed texts) and vote (collectively, 
“participate”) remotely at this AGM via the Remote Participation and Voting facilities provided by Boardroom Share Registrars Sdn Bhd 
via its online website at https://boardroomlimited.my

ii)	 A member entitled to attend and vote at the annual general meeting is entitled to appoint a proxy instead of him. A proxy need not be 
a member of the Company. The instrument appointing a proxy shall be in writing under the hand of the appointor or of his attorney duly 
authorised in writing or, if the appointor is a corporation, either under seal or under the hand of an officer or attorney duly authorised.

iii)	 The instrument appointing the proxy must be deposited at the office of the Company’s Share Registrar, Boardroom Share Registrars Sdn 
Bhd, at 11th Floor, Menara Symphony, No. 5 Jalan Prof. Khoo Kay Kim, Seksyen 13, 46200 Petaling Jaya, Selangor Darul Ehsan or email 
to bsr.helpdesk@boardroomlimited.com not less than 48 hours before the time for holding the meeting or adjourned meeting.!



STAMP

The Share Registrar of
LAM SOON (M) BERHAD          
[198201004526 (84273-H)]

Boardroom Share Registrars Sdn Bhd
11th Floor, Menara Symphony
No. 5 Jalan Prof. Khoo Kay Kim
Seksyen 13, 46200 Petaling Jaya
Selangor Darul Ehsan

FOLD HERE

FOLD HERE






