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“You never change things by fighting the
existing reality. To change something,
build a new model that makes the existing
model obsolete.”

~ Buckminster Fuller
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FIVE YEARS FINANCIAL HIGHLIGHTS
AND FINANCIAL INDICATORS

Year ended 31 March

Amount (RM'000) 2018 2017 2016 2015 2014*
Revenue 55,203 47481 44,466 49,840 71152
Gross Profit 10,314 8,359 4,822 6,845 7,613
Operating (loss)/Profit (4,721) 1,757 (865) (14,085) 527
(Loss)/Profit before tax (5,688) 731 (1995 (15,882) (2,701
(Loss)/Profit after tax (6,601) T (2,064) (16,007 (2,573)
(Loss)/Earning per share (5.63) 0.06 Q.77 14.47) (2.33)
Shareholders fund 52,130 55,328 44,510 57,129 99,372
Interest cover (times) (4.88) 1.71 (0.77) (7.84) (0.24)
Return on equity -12.66% 0.13% -4.64% -28.02% -2.59%
Return on total assets -6.96% 0.08% -2.76% -16.69% -1.75%
Gearing 67.84% 51.89% 6119% 62.01% 45.29%
Net assets per shares (RM) 0.44 0.47 0.38 0.52 0.90

* Covered 15 months (01.01.2013 to 31.03.2014)
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FIVE YEARS FINANCIAL HIGHLIGHTS AND FINANCIAL INDICATORS
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CORPORATE
PROFILE

Being in the industry for more than 25 yea rs.

VERSATILE CREATIVE BERHAD continues to take pride in serving a majority
of major companies from various industries, in and around the region.

Our commitment in being the one-stop printing and packaging solutions
provider is proven by our multitude of services, which ranges from product
conceptualisation and design, to the finished product, warehousing and logistics.

Currently, our client base reads like a “Who's Who" in the
industry, including major FMCG players Nestle, Dutch
E&E giant
pharmaceutical Meditop, Ansell, and WRP; automotive SKF;

Lady, and Danone; Panasonic; well-known

and Quality Coils from the general consumer sector.

Regionally, we work with Chomthana (a major ice cream
manufacturer in Thailand); SKF (China, India, and Indonesia);

and Signature Orthopedics (Australia).

Through the years, we have established ourselves as a major
player in the region. Whilst fulfilling their many needs, our
track record in customer service has encouraged clients to
stay on and keep working with us. From Versatile Creative
Plastic Sdn Bhd being the main yogurt tub supplier and
Versatile Paper Boxes Sdn Bhd as the pioneer of the foil
laminated box, our clients continue to seek our expert service.
They are confident in our reliability, and we have earned their

trust with our outstanding products and services.

VERSATILE CREATIVE BERHAD
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VISION

We strive to be an outstanding and preferred global supplier
of innovative, versatile, cost-effective, and the best delivery
and products to all our customers.

MISSION

e To be acknowledged as an outstanding and preferred
supplier of packaging materials, and recognised as such
by customers, suppliers and employees.

e To research and develop products that will bear the
“Versatile” name, instead of only providing services.

e To achieve profitability, cost-control and efficiency so
to meet the aspiration of shareholders, employees, and
customers.

e To have a team of professional, loyal, and dedicated
managers to lead the company to further growth,
expansion and continuous improvement.

e To have a team of motivated and well-trained workforce
with a fair rewarding system, in a safe, clean, harmonious,
and conducive working environment.

e To be a responsible corporate citizen towards the
community and the environment.



CORPORATE PROFILE

Versatile Creative Berhad (“VCB") is a public listed company on the Main Market of

the Bursa Malaysia Securities Berhad, comprising:

P B

A R E

VERSATILE CREATIVE
PLASTIC SDN BHD

(isC

IMAGESCAN

crea

v

VERSATILE SMART
RESOURCES SDN BHD

VERSATILE PAPER BOXES SDN BHD

We're one of the country's leading manufacturers of paper and cardboard packaging
products, and the first company to acquire the German-made Heidelberg Speedmaster CD
5-colour offset printing machine, complete with computerised quality and register control
system. Specialised in the production of offset printed cartons; laminated, corrugated, and
die-cut boxes and nestings, and our patented eco pallet the Company served various clients
from different industries such as Panasonic, SKF, Meditop Corporation and Yokohama. VPB
have continue to grow and gain quality standards throughout the industry. Our Certified
ISO9001:2008 came in 1994, we were certified ISO14000:2004 in the year 2000.

VERSATILE CREATIVE PLASTIC SDN BHD

We are the country's leading manufacturer of food-grade plastic packaging products, certified
with 1S022000:2005, 1IS09001:2008, HACCP, and SEDEX. Our specialisation is in injection
molding and thermoforming. By investing in and utilising the state-of-the-art machines and
precision molds, we produce our worldwidepatented combo lids, dairy scoops, chilled food
tubs and lids, and noodle cups. We also provide our clients with product design and packaging
consultations.

IMAGESCAN CREATIVE SDN BHD

We are one of the industry’s most trusted names in colour separation, and an award winner
of the Epson Award for Best in Digital Colour Proofing at the Asian Print Award 2004.
Serving clients such as STAR Media Group, Genting Berhad, Destini Berhad, Maybank,
SME Development Bank and many more, we offer services that range from printing, high
resolution scanning, and inkjet proofing to desktop publishing, synology backup, and media
digital transmission.

VERSATILE SMART RESOURCES SDN BHD

A technology startup is all about the entrepreneurial team and their vision. We partner
with talented entrepreneurs to build great companies around their ideas. Technology and
its advancement is absolutely central to human progress. Entrepreneurs who create new
technologies and technology companies are improving the standard of living of people
worldwide and unlocking amazing new levels of human potential.In fact, we believe that
technology change cascades -each new generation of technology contains within it the seeds
for even more profound advances to come.

VERSATILE CREATIVE BERHAD
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VERSATILE CREATIVE BERHAD
Company No. 603770 - D

Dato’ Lee Kwee Hiang
Chairman

On behalf of the Board of Directors,
| am pleased to present the Annual
Report and Audited Financial
Statements of Versatile Creative
Berhad for the financial year (“FY")
ended 31 March 2018.

BUSINESS ENVIRONMENT & PROSPECTS

The global economy keeps growing stronger than expected underpinned
by faster growth in the advanced economies as well as the continued
improvements in the emerging market and developing economies. The
growth momentum is expected to continue this year as well next year
but on a moderated pace. Real GDP for 2018 is expected to grow by
5.5% and further weakened to the range of 4.8-5.3% next year. The
growth will be driven by domestic demand and reinforced by strong
external sector. However, domestic demand is expected to grow at
a slower pace of 5.8% y-o0-y this year, compared to 6.5% last year,
and further moderate to 5.3% next year. Strong growth in domestic
demand last year was inflationary as revealed by the CPI headline
inflation that averaged at 3.5% last year.
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CHAIRMAN STATEMENT

REVIEW OF PERFORMANCE

Revenue

In FY'18 the Group recorded higher revenue across all its major business units, culminating in a 16% or RM7.72 million
increase in total revenue to RM55.20 million for FY'18 (FY'17: RM47.48 million). Revenue at paper products and plastic
products increased by 26% (RM7.37million) and 6% (RMO0.93 million) respectively, mainly due to additional orders from
the existing customers and new customers resulted by competitive pricing and improved products quality measures
taken by the Group. The increased revenue in the paper and plastic segments were mitigated by the drop in colour
separation and printing segment revenue, which shrank by 34% (RMO.68million) due to losing of major customers in
the annual report business to our competitor.

(Loss)/Profit Before Taxation

The Group registered a loss before taxation of RM5.69 million in FY'18, compared to the FY'17 profit before taxation of
RMO.73 million. The significant drop was mainly due to the reduction in profits resulted by outsourced printing jobs to
outsourced printers to cope with increased sales orders and increase in impairment of receivable due to uncollected
debts.

Paper Products Segment (Versatile Paper Boxes Sdn. Bhd.)

The segment profit before taxation was decreased to RM0.99million in FY'18 as compared to RM3.59 million in FY'17.
The unfavorable result was mainly due to increase in cost incurred to outsourced printers to cope with increased sales
orders. Another main reason resulting in the drop of profit was due to the increase in administrative expenses.

Plastic Products Segment (Versatile Creative Plastic Sdn. Bhd.)

In FY'18, the segment suffered a RM5.58 million loss before taxation as compared to RM0.96 loss before taxation in
FY'17. The increase in loss was mainly due to the major repair works required for the machines and moulds which
subsequently affecting the gross margin of the division. Another main reason for the additional loss before taxation was
due to the increase in administrative expenses which arising from the increase in impairment of trade debtors.

Colour Separation & Printing Segment (Imagescan Creative Sdn. Bhd.)

The segment registered a loss before taxation of RM0.54 million in FY'18, compared against the FY'17 loss before
taxation of RM0.30 million. The increase in loss of RM0.24 million was due to the loss of major customers in the annual
report business to our competitors mitigated by cost saving measures implemented by the management.

Appreciation

On behalf of the Board, | would like to express our appreciation to TEAM VERSATILE (comprising all the Directors,
Management and Staff) for their contribution, support and commitment, dedication and loyalty for the turnaround in
FY'18. We look forward to TEAM VERSATILE contributing to the Group’s growth and further success in the coming
years.

| also would like to extend my sincere appreciation and gratitude to our shareholders, valued customers, suppliers and
financiers for their continued support and confidence in the Group.
Dato’ Lee Kwee Hiang

Executive Chairman

7 September 2018
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PROFILE OF
THE BOARD OF DIRECTORS

Dato’ Lee Kwee Hiang
Executive Chairman
Malaysian, Male, 70

DATO’' LEE KWEE HIANG

(Chairman, Malaysian), aged 70, was appointed to the Board of VCB and elected the Chairman on 13 November 2014.
He is one of the co-founders of IRIS Corporation Berhad, primarily responsible for research and development and
manufacturing. In 1969, he began his career in computer and electronics division with the Royal Malaysian Air Force
before joining DE Electronic & Computer Sdn Bhd as the Managing Director till 1984. He later started Microcomputer
Systems (M) Sdn Bhd ("MSSB") in 1985, and obtained the first computer-manufacturing license with pioneer status
that subsequently permitted the launch of the first Malaysian-designed PC in 1987, followed by the awarding of “PIKOM
Product of the Year” for its 386sx computer in 1989.

He, too, was a member of the R&D committee that designed and produced the ATOM 1 for the Malaysian Ministry
of Education, of which the first batch was installed in 60 pilot schools nationwide under the Computer in Education
programme. MSSB later merged with LIKOM Corporation of Lion Group, where he became the Executive Director
till 1994. Subsequently, he set up his consultancy business, Power Metric Consultant Sdn Bhd, where he remains a
director until present. He was awarded the “PIKOM Computime IT Personality of the Year” and “PIKOM Key Industry
Leader Award” in 1991 and October 2006, respectively. He has no family relationship with any other Directors and/or
substantial shareholders of VCB. He has no conflict of interest with VCB and has no convictions for any offences within
the past 10 years other than traffic offences.

VERSATILE CREATIVE BERHAD .
Company No. 603770 D ANNUAL REPORT 2018 ‘ h e @ B B



PROFILE OF THE BOARD OF DIRECTORS

P

Tan Sri Datuk Seri Panglima Abdul Gani Patail
Independent, Non-Executive
Malaysian, Male, 63

TAN SRI DATUK SERI PANGLIMA ABDUL GANI PATAIL

(Independent, Non-Executive, Malaysian), age 63. Appointed to the Board on 30 August 2018 as an Independent, Non-
Executive Director. He has a Bachelor of Laws (Hons) degree from University of Malaya and a Doctor of Laws (Honoris
Causa) from University of Nottingham. Tan Sri Datuk Seri Panglima Abdul Gani Patail began his legal career in 1980
as a Deputy Public Prosecutor (the title for a prosecuting officer in Malaysia) in Kota Kinabalu, Sabah. In 1985, he was
promoted to Senior Federal Counsel for Sabah. In January 1994, he moved to the Attorney General's Chambers in Kuala
Lumpur. There he was appointed Head of the Prosecution Division (1994 and again in 2000), Head of the Advisory and
International Division (1995) and Commissioner of Law Revision (1997).

On 1 January 2002, he was appointed Attorney General of Malaysia and served the position until 2015. He is currently
the senior partner of Gani Patail Chambers. He has no family relationship with any other directors and/or substantial
shareholders of VCB. He has no conflict of interest with VCB and has no convictions for any offences within the past
5 years other than traffic offences.

-8 agiNe VERSATILE CREATIVE BERHAD
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PROFILE OF THE BOARD OF DIRECTORS

Dato’ Seri Mohd Shariff Bin Omar i
Independent Non-Executive
Malaysian, Male, 71

DATO’' SERI MOHD SHARIFF BIN OMAR

(Independent Non-Executive, Malaysian), age 71. Appointed to the Board on 30 August 2018 as an Independent Non-
Executive Director. He holds a Bachelor's Degree in Economics majoring in Rural Development, University Malaya.
Dato’ Seri Mohd Shariff Bin Omar began his career in civil service in 1972 as the District Officer of Pekan, Pahang and
continued to serve the State of Perak and Penang until 1982.

His political career started when he won the State Seat of Sungai Muda in the 1982 General Election. He then served
as member of Penang State Legislative EXCO from 1982 until 1990. He was subsequently appointed as Parlimentary
Secretary for Ministry of Agriculture in 1990 until 1995. Between 1995 and 1999 he was appointed as Deputy Chief
Minister of Penang. He returned as Member of Parliament for another 2 terms from 1999 until 2008 and during that
period he was appointed as Deputy Minister of Agriculture And Agro-Based Industry.

He also sits on the Board of CYMAQO Holdings Berhad.

He has no family relationship with any other directors and/or substantial shareholders of VCB. He has no conflict of
interest with VCB and has no convictions for any offences within the past 5 years other than traffic offences.

VERSATILE CREATIVE BERHAD a8 aZe
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PROFILE OF THE BOARD OF DIRECTORS

Dato’ Sri Wira Ayub bin Yaakob
Independent, Non-Executive
Malaysian, Male, 64

DATO’ SRI WIRA AYUB BIN YAAKOB

(Independent Non-Executive, Malaysian), age 64. Appointed to the Board on 21 August 2018 as an Independent Non-
Executive Director. He holds a Diploma in Public Administration from MARA Institute of Technology, a Diploma in
Police Science from University Kebangsaan Malaysia and a Certificate in Sustainable Leadership from Wolfson College,
University of Cambridge, United Kingdom

Dato’ Sri Wira Ayub bin Yaakob has served the Royal Malaysia Police for 38 years since 1977 to 2014 in several
departments which include the Criminal Investigation Department, Logistic, Training and Management. He also served
as the Chief Police Officer of Malacca, Terengganu and Pulau Pinang before he was appointed as Director of Crime
Prevention and Community Safety Department in 2012. He retired in 2014 with the rank of Commissioner of Police.

Presently, he is the Chairman of Royal Malaysia Police Cooperative Berhad and Vice Chairman of Malaysian Crime
Prevention Foundation. He also sits in the Asia Professional Security Association Committee and other social institutions.
He has no family relationship with any other directors and/or substantial shareholders of VCB. He has no conflict of
interest with VCB and has no convictions for any offences within the past 5 years other than traffic offences.
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PROFILE OF THE BOARD OF DIRECTORS

Chan Feoi Chun
Independent Non-Executive Director
Malaysian, Male, 65

CHAN FEOI CHUN

(Independent Non-Executive Director, Malaysian), aged 65, was appointed to the Board on 23 January 2009. He
is a Fellow of the Chartered Institute of Management Accountants, UK (CIMA), a Member of Malaysian Institute of
Accountants, and a Graduate of the Institute of Chartered Secretaries and Administrators UK (ICSA). He also holds a
Master of Business Studies (Banking & Finance) from University College Dublin, Ireland.

He is an Independent Non-Executive Director of IRIS Corporation Bhd, and a Non- Independent Non-Executive Director
of Perisai Petroleum Teknologi Berhad. Prior to his retirement in November 2017, he was an Executive Director of
Swiss-Garden International Vacation Club Bhd., a subsidiary of PJD Holdings Bhd. Prior to that, he has held various
senior management positions in the financial services Group of MBF Holdings. He was a past Chairman of South East
Asia Regional Board for CIMA. He has no family relationship with any other Directors and/or substantial shareholders
of VCB. He has no conflict of interest with VCB and has no convictions for any offences within the past 10 years other
than traffic offences.

VERSATILE CREATIVE BERHAD &8 aZe
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PROFILE OF THE BOARD OF DIRECTORS

Chang Chen Seng
Independent, Non-Executive
Malaysian, Male, 49

CHANG CHEN SENG

(Independent Non-Executive, Malaysian), age 49. Appointed to the Board on 21 August 2018 as an Independent Non-
Executive Director. He holds a LLB (Hons) London degree. Mr. Chang Chen Seng was called to the Malaysian Bar in
2001. His area of practice includes Commercial Contracts, Joint Ventures & Shareholders’ Law, Construction Law,
Corporate Law, Property and Conveyancing, Banking Laws, Housing Laws, Strata Title Laws, Property & Transportation.
He has been practicing with Messrs. Amir, Lim & Partners from the date of being called to the Bar and he is currently
the Managing Partner of the firm.

He has no family relationship with any other directors and/or substantial shareholders of VCB. He has no conflict of
interest with VCB and has no convictions for any offences within the past 5 years other than traffic offences.
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PROFILE OF THE BOARD OF DIRECTORS

Fathi Ridzuan Bin Ahmad Fauzi
Independent Non-Executive
Malaysian, Male, 53

FATHI RIDZUAN BIN AHMAD FAUZI
(Independent Non-Executive, Malaysian), age 53. Appointed to the Board on 21 August 2018 as an Independent Non-
Executive Director. Holds a BSc in Accounting and Financial Analysis from the University of Warwick, United Kingdom.

Started career in 1989 in the insurance industry. Joined the capital market with the Kuala Lumpur Stock Exchange
(KLSE) Group in 1991 and was in various senior financial and operational roles. Left in 2005, with the last position of
Head of Exchanges.

While in the KLSE/Bursa, also held directorships in MCD Nominees Sdn Bhd, KLSE Information Services Sdn Bhd and
Labuan Financial Exchange Incorporated. Was also appointed by the MoF as member of the Central Depository Advisory
Council, by Labuan Offshore Financial Services Authority as member of the LFX Exchange Committee, and by the SC
as member of the Licensing & Examination Advisory Panel. In 2007, joined VADS Berhad, a subsidiary of Telekom
Malaysia, as CFO. Left VADS after the delisting of the company. Joined Maybank Investment Bank Berhad in July 2009
as COO/CFO. Started a Business Process Outsourcing Consulting company, IX.Com Sdn Bhd, in 2010. In 2013, joined
Prime Mantle Corporation plc, an investment holding company domiciled in the Republic of Ireland, as ED and CFO.
In 2014, joined ScopeTel Sdn Bhd, a company providing VSAT services to the oil and gas industry, as COO. In 2016
set up FNW Capital Partners, a Venture Capital Management Company registered with the SC. He is also currently an
Independent Non-Executive Director of Jiankun International Berhad, Advancecon Holdings Berhad, and N2N Connect
Berhad. He is also the Chairman of the Audit Committee of Jiankun and Chairman of the Remuneration Committee
and Risk and Sustainability Committee of Advancecon. He has no family relationship with any other directors and/or
substantial shareholders of VCB. He has no conflict of interest with VCB and has no convictions for any offences within
the past 5 years other than traffic offences.
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PROFILE OF THE BOARD OF DIRECTORS

Datuk Hew Lee Lam Sang
Independent, Non-Executive
Malaysian, Male, 55

DATUK HEW LEE LAM SANG
(Independent Non-Executive, Malaysian), age 55. Appointed to the Board on 30 August 2018 as an Independent Non-
Executive Director.

Datuk Hew Lee Lam Sang qualified as a Certified Public Accountant in Malaysia in 1988 and has more than 33 years
of experience in the auditing and business advisory profession. Datuk Hew Lee headed the Advisory Practice in KPMG
Malaysia for 8 years before his retirement from practice at the end of 2015. His vast experience includes external
auditing, initial public offerings, review of financial forecast and projections, corporate restructuring, share valuation,
corporate governance advisory, sustainability advisory etc.

Datuk Hew Lee has been a member of Malaysian Institute of Certified Public Accountants since July 1988 and a
member of Malaysian Institute of Accountants since March 1990.

He has no family relationship with any other directors and/or substantial shareholders of VCB. He has no conflict of
interest with VCB and has no convictions for any offences within the past 5 years other than traffic offences.
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PROFILE OF THE BOARD OF DIRECTORS

To’ Puan Rozana Binti Tan Sri Redzuan
Independent Non-Executive Director
Malaysian, Female, 54

TO’ PUAN ROZANA BINTI TAN SRI REDZUAN

(Independent Non-Executive Director, Malaysian), aged 54. Appointed to the Board on the 21 August 2018. She
graduated with a Bachelors of Accountancy (Honours) from City of London Polytechnic in 1984 and is a member of the
Chartered Association of Certified Accountants (ACCA) and also Malaysian Institute of Accountants (MIA). She was
the Chief Executive Officer of Plantation & Development (M) Bhd (P&D), a KLSE-listed entity involved in plantation,
property development and construction from 1999 to 2003. She also spearheaded the corporate restructuring exercise
of the company. She had served on various board of directors of listed companies including, ACE-listed resin company
Karyon Industries Berhad for more than 5 years, food product Mamee Double-Decker Berhad for 3 years prior to the
company going private and Perduren (M) Berhad, an investment holding company, for 6 years.

Prior to joining P&D, she was an auditor with Peat Marwick and Co and then was a staff accountant with Arthur
Andersen & Co. She then joined PB Securities Sdn Bhd, a stockbroking firm as a research analyst and a dealer’s
representative. She was also involved in several private companies involved in IT and surveillance, construction of
water treatment plants, property development, investment holding and tourism. She currently sits on the Board of
Directors of Tomypak Holding Berhad and BSL Corporation Berhad.

She sits on the Audit Committee and the Nomination Committee.

She has no family relationship with any other directors and/or substantial shareholders of VCB. She has no conflict of
interest with VCB and has no convictions for any offences within the past 5 years other than traffic offences.
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PROFILE OF THE BOARD OF DIRECTORS

Dato’ Chew Weng Kit
Non-Independent Non-Executive Director
Malaysian, Male, 63

DATO’' CHEW WENG KIT

(Non-Independent Non-Executive Director, Malaysian), aged 63, was appointed to the Board as on 13 November 2014
as a Non-Independent Non- Executive Director. He also had experience as a Tax Inspector in the Inland Revenue
Department in Wellington, New Zealand, from 1978 to 1980 before joining Price Waterhouse, Kuala Lumpur, as the
Senior Tax Supervisor from 1980 to 1983.

He is a member of the Chartered Accountant since 1982, Malaysian Institute of Accountants since 1989, and Malaysian
Institute of Taxation since 1992. He is a Trustee with the Board of Trustees of Yayasan Hoki Malaysia. In June 2011, he
joined the AHF-MHC Hockey Academy as an Honorary Treasurer and is a part of the Management Committee. He has
no family relationship with any other Directors and/or substantial shareholders of VCB. He has no conflict of interest
with VCB and has no convictions for any offences within the past 10 years other than traffic offences.
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PROFILE OF THE BOARD OF DIRECTORS

Dato’ Eow Kwan Hoong
Non-Independent Non-Executive Director
Malaysian, Male, 65

DATO' EOW KWAN HOONG

(Non-Independent Non-Executive Director, Malaysian), aged 65, was appointed to the Board on 28 October 2003. He
was appointed as an Executive Director of Versatile Paper Boxes Sdn Bhd and its subsidiaries in 1997. He is a mem-
ber of the Malaysian Institute of Accountants, as well as a fellow member of the Chartered Institute of Management
Accountants (CIMA), in United Kingdom. He served as a Council member of CIMA UK from 2013 to 2016.

He joined the Lion Group as an Accounts Manager in 1982. After serving the Group for 17 years and holding the post of
Group Chief Accountant, he resigned in December 1997 and joined IRIS Corporation Berhad. He retired as a Director
of IRIS Corporation Berhad on 01 September 2016. Currently, he holds Directorships in Lion Forest Industries Berhad
and Lion AMB Resources Berhad. In addition, he also sits on the Boards of several Malaysian private limited companies.
He has no family relationship with any other Directors and/or substantial shareholders of VCB. He has no conflict of
interest with VCB and has no convictions for any offences within the past 10 years other than traffic offences.
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PROFILE OF THE BOARD OF DIRECTORS

Dato’ Wong Kong Choong @

Leong Kong Choong

Non-Independent Non-Executive Director
Malaysian, Male, 47

DATO’ WONG KONG CHOONG @ LEONG KONG CHOONG

(Non-Independent Non-Executive Director, Malaysian), aged 47, was appointed to the Board on 28 September 2016.
He has a unique combination of academic qualifications, a double Diploma holder in the study of Accountancy (LCCD
and Marketing (CIM) from UK. He has over 20 years of entrepreneur experience in advertising, printing and packaging
industry. He is founder and Managing Director of GTM Marketing Sdn Bhd (2000), with primary business in sighage and
printing. In 2012, he established Oriental Mace Group, a portfolio investment company, managing five major portfolios
- Advertising, Construction, Education, Information Technology and Hospitality.

In 2016, he was awarded the ASEAN Business Award in High Impact Business Model. In the recent years, Dato Wong
was Instrumental in assisting corporation restructuring exercise and is knowledgeable in the capital market. He was
appointed Honorary Professor in Entrepreneurship at Malaysian Hospitality College in 2015. In addition, he is a Trustee
member of a charity organization, the AUTORR Foundation, pioneering in promoting alternative healing and healthcare
for the elderly.

o 98 e VERSATILE CREATIVE BERHAD
Eﬁ] «@» @ 1§l %1‘ ‘ ANNUAL REPORT 2018 Company No. 603770 - D

N

21



PROFILE OF THE BOARD OF DIRECTORS

Khat Chee How
Executive Director
Malaysian, Male, 33

KHAT CHEE HOW

(Executive Director, Malaysian), age 33. Appointed to the Board on 21 August 2018 as a Non-Independent Executive
Director. He holds a Bachelor’s Degree in Business Administration from Universiti Tunku Abdul Rahman, Malaysia and
is a member of the Malaysian Institute of Chartered Secretaries and Administrators. Mr. Khat Chee How has more than
10 years working experience particularly in corporate planning, fund raising, corporate secretarial, investors relation
activities, tax planning, financial management and risk management in various industries and mainly attached to the
corporate office of public listed companies.

He has no family relationship with any other directors and/or substantial shareholders of VCB. He has no conflict of
interest with VCB and has no convictions for any offences within the past 5 years other than traffic offences.
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PROFILE OF THE BOARD OF DIRECTORS

Lim Siew Yeng
Executive Director
Malaysian, Female, 27

LIM SIEW YENG

(Executive Director, Malaysian), age 27. Appointed to the Board on 21 August 2018 as a Non-Independent Executive
Director. She holds a Diploma in Advertising Design. Miss Lim started her career in 2013 and holds various managerial
posts in sales, operations, cash and inventory management in both the retail and the food and beverage industries.

Her father, Mr Lim Chou Bu, is a major shareholder of the Company through his interest held in NSK Trading Sdn Bhd.
She has no conflict of interest with VCB and has no convictions for any offences within the past 5 years other than
traffic offences.

: VERSATILE CREATIVE BERHAD
o %1\ ANNUAL REPORT 2018 Company No. 603770 - D

23



24

SENIOR MANAGEMENT
TEAM PROFILE

NGEW SEE ENG

(VCB Group Chief Operating Officer)

Ngew See Eng, 48 years old, Male, rejoin the Versatile Group of companies on 6 August 2018 as Group COO. He worked
for various MNC companies ranging from USA, Japan and France based different industries such as adhesives, plastic
additives and resins for film manufacturing. He started his career in National Starch & Chemical (known as Henkel
now) in sales activities for 7 years before joining Sunace Kakoh in operation and finally landed with Bostik in sales
and technical roles for 15 years before joining Versatile group of company in 2015 and left 2017. He graduated with
a degree in Chemistry from University of Manitoba in 1993 and pursue diploma in Marketing in 1995. He doesn't hold
any directorship in any listed companies. He has no family relationship with any other Directors and/ or substiantial
shareholders of VCB. He has no conflict of interest with VCB and has no convictions for any offences within the past 5
years other than traffic offences and there was no public sanction or penalty imposed by the relevant regulatory bodies
during the financial year.

HADI VOO BIN ABDULLAH

(VCB Group HR Manager)

Hadi Voo Bin Abdullah, 48 years old, Male, joined Versatile Group of Companies on 04 December 2017 as the Group
HR Manager. Prior joining VCB, he has more than 21 years of experience in human resource management. He worked
for various multinational companies in different industries such as special compounds & colorants product, food and
beverage and debt recovery agency. During these 21 years, he has been successfully negotiated and implemented of the
performance appraisal for all union staffs which hit the ceiling limit. He graduated with Professional Diploma in Human
Resources Management and is a member of Malaysian Institute of HR Management (MIHRM).

He doesn't hold any directorship in other listed companies. He has no family relationship with any other Directors and/
or substantial shareholders of VCB. He has no conflict of interest with VCB and has no convictions for any offences
within the past 5 years other than traffic offences and there was no public sanction or penalty imposed by the relevant
regulatory bodies during the financial year.

LEE KOK WAH

(VPB General Manager - Operations)

Lee Kok Wah, 45 years old, Male, joined Versatile Paper Boxes Sdn. Bhd. (“VPB") on 01 February 2017. In his entire
working experience of over 25 years, he witnessed the growth cycle of printing industries worldwide and in Malaysia
particularly. Prior joining VPB, he was attached to Maxima Printing, China Printing in China and WeiYi Asian Food,
from a role of production to sales. With this wide range of experience and understanding, he would be able to strike the
balance and giving the best support between Production and Sales and Marketing division in the Company, together,
to bring VPB to another level of peak. He doesn't hold any directorship in other listed companies. He has no family
relationship with any other Directors and/or substantial shareholders of VCB. He has no conflict of interest with VCB
and has no convictions for any offences within the past 5 years other than traffic offences and there was no public
sanction or penalty imposed by the relevant regulatory bodies during the financial year.
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SENIOR MANAGEMENT TEAM PROFILE

CHAN Ol HWA

(VPB Purchasing Manager)

OH Chan, 57 years old, Female, joined Versatile Paper Boxes Sdn. Bhd. ("VPB") on 14 July 1988. She started her career
as Accounts Officer with Perusahaan Besi Sdn. Bhd. in 1982. In 1988, She joined VPB as Material Controller and she
was subsequently promoted to Purchasing Manager. Her role is currently expanded to take care of Purchasing and
Raw Material warehousing. She doesn't hold any directorship in other listed companies. She has no family relationship
with any other Directors and/or substantial shareholders of VCB. She has no conflict of interest with VCB and has no
convictions for any offences within the past 5 years other than traffic offences and there was no public sanction or
penalty imposed by the relevant regulatory bodies during the financial year.

CHOOK KIN SENG

(VPB General Manager - Sales & Marketing)

Chook Kin Seng, 671 years old, Male, joined Versatile Paper Boxes Sdn. Bhd. ("VPB") on 8 Aug 1988. He started his
career as Sales Executive with MPH Corporate and Library Services Sdn. Bhd. In 1988, he joined VPB as Market
Executive. He is now the General Manager - Sales & Marketing in VPB. He doesn't hold any directorship in other listed
companies. He has no family relationship with any other Directors and/or substantial shareholders of VCB. He has no
conflict of interest with VCB and has no convictions for any offences within the past 5 years other than traffic offences
and there was no public sanction or penalty imposed by the relevant regulatory bodies during the financial year.

EUGENE SIMON LOPEZ

(VSR General Manager - Sales & Marketing)

Eugene Simon Lopez, 49 years old, Male, joined Versatile Smart Resources Sdn. Bhd. (“VSR") on 3 July 2017. He
started his career as a Marketing Executive in a Printing and Packaging company, Markmas Pak Print Sdn. Bhd. 1997
and progressed to the Operations Manager in 2005. In 2007, he joined a larger packaging establishment MBF Printing
Industry Sdn. Bhd. as the Sales and Marketing Manager which grew and expanded its footprint as the leading Food
Packaging Converter in the country on folding cartons. He holds wide market experience in the folding carton segment
of packaging particularly in Food Packaging Solutions. He doesn't hold any directorship in other listed companies. He
has no family relationship with any other Directors and/or a substantial shareholders of VCB. He has no conflict of
interest with VCB and has no convictions for any offences within the past 5 years other than traffic offences and there
was no public sanction or penalty imposed by the relevant regulatory bodies during the financial year.
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MANAGEMENT DISCUSSION
AND ANALYSIS

BUSINESS ENVIRONMENT & PROSPECTS

The global economy keeps growing stronger than expected underpinned by faster

growth in the advanced economies as well as the continued improvements in the

emerging market and developing economies.

The growth momentum is expected to continue this year as well next year but on a

moderated pace. Real GDP for 2018 is expected to grow by 5.5% and further weakened
to the range of 4.8-5.3% next year. The growth will be driven by domestic demand
and reinforced by strong external sector. However, domestic demand is expected

to grow at a slower pace of 5.8% y-o0-y this year, compared to 6.5% last year, and

further moderate to 5.3% next year. Strong growth in domestic demand last year was

inflationary as revealed by the CPI headline inflation that averaged at 3.5% last year.

Review of Performance - Group

Year Ended 31 March 2018 2017
Results (RM'000)

Revenue 55,203 47481
(Loss)/profit from operations (4,721) 1,757
(Loss)/profit before taxation (5,688) 731
Net (loss)/profit for the financial year (6,601 71
Statement of financial position (RM'000)

Shareholders’ equity 52,130 55,328
Total borrowings 18,649 17,611
Total assets 94,785 90,785
Ratio

(Loss)/earnings per share (sen) (5.63) 0.06
Interest cover (times) (4.88) 1.7
Return on equity (12.66%) 0.13%
Return on total assets (6.69%) 0.08%
Gearing 68% 52%
Net assets per shares (RM) 0.44 0.47
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MANAGEMENT DISCUSSION AND ANALYSIS

Revenue - Group

In FY'18 the Group recorded higher revenue across all its major business units, culminating in a 16% or RM7.72 million
increase in total revenue to RM55.20 million for FY'18 (FY'17: RM47.48 million). Revenue at paper products and plastic
products increased by 26% (RM7.37million) and 6% (RM0.93 million) respectively, mainly due to additional orders from
the existing customers and new customers resulted by competitive pricing and improved products quality measures
taken by the Group. The increased revenue in the paper and plastic segments were mitigated by the drop in colour
separation and printing segment revenue, which shrank by 34% (RMO.68million) due to losing of major customers in
the annual report business to our competitor.

Loss/(Profit) Before Taxation - Group

The Group registered a loss before taxation of RM5.69 million in FY'18, compared to the FY'17 profit before taxation of
RMO.73 million. The significant drop was mainly due to the reduction in profits resulted by outsourced printing jobs to
outsourced printers to cope with increased sales orders and increase in impairment of receivable due to uncollected
debts.

Paper Products Segment (Versatile Paper Boxes Sdn. Bhd.)
VPB is a manufacturer of offset laminated packaging boxes specialized in laminated cartons; duplex boxes; die-cut
boxes and corrugated boxes with choices of A, B and E flute and display stands.

VPB has been certified by ISO 9001 (2008); UL(2001), 14000 (1999) and FSSC 22000(2015).

The gross profit margin increased by 4% from 22% to 26%. The increase in gross profit margin was mainly due to
competitive pricing as in line to the quality offered by the Company. However despite the increase in revenue and
gross profit, the profit before taxation decreased to RM0.99million in FY'18 as compared to RM3.59 million in FY"17.
The unfavorable result was mainly due to increase in cost incurred to outsourced printers to cope with increased sales
orders.

The total assets increased to RM90.51 million from RM81.20 million were mainly due to the purchase of machinery of
RM2.52million and the additional prepayment related to the land conversion of RM1.9million. In addition, the increased
also resulted from the increase in inventories and trade debtors by RM2.34million and RM1.74 million respectively in
line with increase in sales demand from the customers.

Total liabilities increased by RM5.86 million to RM42.60 million in FY'18 from RM36.74 million in FY'17, due the increase

of trade payables from RM2.84 million to RM6.87 million as a result of increased production output and increase of
RM1.43 million loan and borrowings for the year.
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MANAGEMENT DISCUSSION AND ANALYSIS

Plastic Products Segment (Versatile Creative Plastic Sdn. Bhd.)

VCP is a manufacturer of plastic packaging products via its injection moulding division and thermoforming division. The
products of VCP consists of rigid plastic food packaging products; in-mould labeling; injection moulding plastic parts
and Thermoforming plastic packaging products.

The injection moulding plastic division products range can be further segregated into 2 categories as below:

e Prime Plastic Products: to cater multinational companies are caps and closures for bottles and jars; common snap
on caps for metal and composite cans; 3D wad & lid; measuring spoons for milk powder; foldable plastic forks and
spoon; tubs and thinwall pp cups for hot serving.

e The secondary plastic products are various sizes tubs for take-way foods, Chinese spoons, long forks and long
spoons.

VCP has been certified by ISO 9001 (2000); 22000(2008), HACCP (2006) and FSSC 2200.

The gross margin decreased by 4% from 6% to 2%. In addition, the segment suffered a RM5.58 million loss before
taxation as compared to RM0.96 million loss before taxation in FY'17. The unfavorable results was mainly due to due
to the major repair works required for the machines and moulds which subsequently affected the gross margin of the
division. Another main reason contributing to the higher loss before taxation was due to the increase in administrative
expenses arising from the increase in impairment of trade debtors.

The total assets decreased by RM2.71 million to RM13.66 million, as compared with RM16.37 million recorded in last
financial year. The decrease in total assets is mainly due to the decrease of the carrying amount of fixed assets amounted
of RM1.03 million caused by the depreciation charges for the year. The total liabilities increase by RM2.86million from
RM6.06million to RM8.92million as compared to last financial year.

Colour Separation & Printing Segment (Imagescan Creative Sdn. Bhd.)

ISC is a company doing color separation lithography services and printed materials. The segment registered a loss
before taxation of RM0.54 million in FY'18, compared to the FY'17 loss before taxation of RM0.30 million. The increase
in losses of RM0.24 million was due to the loss of major customers in the annual report business to our competitors
mitigated by cost saving measures implemented by the management.

The total assets decreased by RM0.84 million to RM4.00 million, as compared with RM4.84 million recorded in last
financial year. The decrease in total assets is mainly due to the decrease in trade and other receivables reduced by
RM1.11 million from RM1.28 million to RMO.17 million as a result of increase in recoverability and reduction in turnover
for the year.
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MANAGEMENT DISCUSSION AND ANALYSIS

Cash flows Position Review FY'18 vs FY'17 - Group

The net cash flows used in operating activities amounted RMO.78million for the year 2018 compared to the net cash
flows generated from operating activities of RM1.37million for the year 2017. This was mainly due to a loss before
taxation of RM5.69million in FY'18 compared to a profit before taxation of RMO.73million in FY'17.

The net cash generated from investing activities was RMO.17 million in the year 2018 and the cash flows used in
investing activities to RM0.44 million in the year 2017. The cash generated was due to the proceed from disposal of
shares in IRIS mitigated by the payment for the plant and equipment acquired during the year.

The cash flows used in financing activities to RM0.19 million in the year 2018 and RM0.88million in the year 2017. The
decrease was due to the increase in drawdown of borrowings and mitigated by increase repayment of finance lease
liabilities.

Dividends
The Board is not recommending any dividend payment as the internally generated funds are required for re-investment
in the Group'’s businesses.

Outlook and Prospects

Moving forward the group will put in additional efforts in identifying opportunities for future growth via business
expansion and a new location for the relocation of its 3 key business units to be located under one factory to further
reduce its administrative expenses and supporting staff costs.

The Paper Products and Plastic Products Divisions will focus on machine acquisitions and reconditioning to improve
efficiencies and productivity of its operations and processes, at the same time focusing on the strategies of growing
sales via penetration of new market segments; regaining back orders from old customers and improving market share
of existing customers to lower down its fixed cost per unit to mitigate its increasing raw material costs and minimize
the burden of this negative impact to pass on to its customers.

The divisions will also focus on the production strategies in reducing its material wastages via utilization of its waste
material to produce secondary products and the marketing strategies in regaining back orders from old customers.

The colour separation and printing division is re-positioning its business with emphasis towards more interactivity with
existing customers and new customers, as well as rationalizing its existing products range.

a
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MANAGEMENT DISCUSSION AND ANALYSIS

CORPORATE EXERCISE/EVENTS

Service and Technical Assistant Agreement (“SATAA") between Versatile Smart Resources Sdn. Bhd. (“VSRSB")
and Iris World Marketing Sdn Bhd (“IWMSB")

Further to the announcement on 3 August 2017 on the MOA entered between VSRSB and IWMSB, on 11 September
2017, VSRSB entered in to a SATAA with IWMSB to establish a basis for both parties to explore feasibilities of developing
and creating a total of two hundred and fifty (250) IRISPAY station E Concept Stores (“the Project”), the due diligence
of the project had been partially completed and the report and/or the due diligence was satisfactorily to the IWMSB.
As at 24 May 2018, VSRSB had completed the renovation of one IRISPAY station E-Concept Stores for a total value of
RM111,952 with a discount of RM12,283.

Memorandum of Understanding (“MOU") between Versatile Smart Properties Sdn. Bhd. (“VSPSB") and Double
Action Ventures Sdn. Bhd. (“DAVSB")
Further to the announcement made on 10 January 2017, 10 April 2017, 10 July 2017, 10 October 2017, 12 October 2017
and 10 January 2018 in relation to the MOU of developing medium cost apartments, on 10 April 2018, the reply from
DAVSB pertaining to our request on the proposed repayment of land conversion cost is still pending, and VSPSB has
decided not to pursue the MOU further.

Disposal of 83,424,033 Iris Corporation Berhad (“ICB") shares

On 13 September 2017, VCB proposed to obtain a mandate from its shareholders’ for the disposal of 98,424,033 ICB
shares held by VPBSB. On 9 January 2018, VCB announced that VPB had in the period from 17 May 2017 to 9 January
2018 disposed of an aggregate of 17,000,000 ICB Shares, representing 0.69% of the share capital of ICB via Open-
Market Disposal for cash consideration of RM3,535,000. As such, the Disposal Shares shall comprise of 83,424,033
ICB Shares held at this juncture. This disposal has been approved at an EGM dated 13 February 2018.

Proposed Private Placement

On 13 April 2018, VCB proposed to undertake a private placement of up to 11,733,800 new ordinary shares in VCB,
representing approximately 10% of the issued shares in VCB to independent third party investor(s) to be identified.
The listing application to Bursa Malaysia Securities Berhad in relation to the Proposed Private Placement has been
submitted on 17 May 2018. Bursa Malaysia Securities Berhad (“Bursa Securities”) had vide its letter dated 21 May 2018,
resolved to approve the listing of up to 11,733,800 new ordinary shares in VCB to be issued pursuant to the Proposed
Private Placement subject to the certain conditions to be complied with. The private placement has been successfully
completed and the necessary announcements to Bursa Securities made on 02 July 2018.

CORPORATE GOVERNANCE

The Board is committed to ensuring the key principles of integrity, transparency and accountability are in place in all of
its dealings. VCB has and will continue to improve and to align its internal controls with the best practices recommended
in the Malaysian Code on Corporate Governance.

HUMAN RESOURCES DEVELOPMENT

The Group recognizes Human Capital is one of our key assets. Staff at all levels are encouraged to attend general and
specialist training and seminars conducted internally and select staff are sent for external further training. The Heads
of Department are encouraged to monitor the trained staff and coach them further to foster staff job satisfaction and
retention and to improve on and increase the Group's efficiency and productivity levels.
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STATEMENT OF
CORPORATE GOVERNANCE

The Board of Directors (“the Board”) of Versatile Creative Berhad (“VCB” or “the
Company”) remains committed towards governing, guiding and monitoring the
direction of the Company with the objective of enhancing long term sustainable value
creation aligned to the interests of shareholders and stakeholders. The Board strives

for and advocates good corporate governance and views this as a fundamental part
of discharging its roles and responsibilities. Hence, the Board continues to implement
the principles set out in the Malaysian Code on Corporate Governance (“the Code”)
to its particular circumstances, having regard to the recommendations stated under
each principle.

This statement sets out the extent of how the Company and its group of companies (“the Group”) have applied and
complied with the principles and recommendations of the Code and Paragraph 15.25 of the Main Market Listing
Requirements of Bursa Malaysia Securities Berhad (“Bursa Malaysia”) (“MMLR ™).

The detailed application by VCB for each practice set out in the MCCG during the FY 2017 is disclosed in the Corporate
Governance Report (“CG Report”) in the Bursa Securities” website. The CG Report is also available at www.vc-b.com.

Establish Clear Roles and Responsibilities of the Board and Management

The Board's role is to govern and set the strategic direction of the Company. The Board has also entrusted certain
responsibilities to the Senior Management Team, comprising the Executive Chairman and Managing Director assisted by
Group Chief Financial Officer, Group HR manager and each subsidiary’s Chief Operating Officer and General Managers.

This team is charged with the responsibility of implementing the policies and decisions of the Board, overseeing the
operations as well as developing, coordinating and implementing approved business and corporate strategies for the
Group within the established and approved Delegated Authority Limits approved by the Board.

The Group is led and controlled by an effective Board where it assumes, amongst others, the following principal
responsibilities in discharging its stewardship role and fiduciary and leadership functions:

- reviewing and adopting a strategic plan including setting performance, objectives and budget for the Group, and
subsequently monitoring the implementation of the strategic plan by the Management to ensure sustainable growth
of the Group;

- overseeing the conduct of the Company and the Group’s performance and build sustainable value for Shareholders;

- evaluating principal risks of the Group and ensuring the implementation of appropriate risk management and
internal control systems to manage these risk;

- reviewing the adequacy and the effectiveness of the Group's risk management and internal control systems;

- establishing proper succession planning, including assessing, training, fixing the compensation of and where
appropriate, replacing Board and Senior Management;

- reviewing the adequacy and the integrity of the management information of the Company and the Group; and

- ensuring that the Company adhere to high standards of ethics and corporate behavior.
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STATEMENT OF CORPORATE GOVERNANCE

The Board has established and delegated specific responsibilities to three (3) committees of the Board, which operate
within clearly defined written terms of references. The Board reviews the Board Committees’ authority and terms of
reference from time to time to ensure their relevance. The Board Committees deliberate the issues on a board and in-
depth basis before putting up any recommendation to the Board for approval. The ultimate responsibility for decision
making lies with the Board.

The Board Committees are:

a) Audit Committee
The Audit Committee plays an active role in assisting the Board discharging its governance responsibilities, which
include maintaining a sound risk management, internal control and governance system.

b) Remuneration Committee
The remuneration Committee is primarily responsible to determining and recommending to the Board the
remuneration packages of the Executive Director of the Company.

c) Nomination Committee
The Nomination Committee is primarily responsible for recommending suitable appointment to the Board, taking
into consideration the Board structure, size, composition and the required mix of expertise and experience which
the Director should bring to the Board.

It assesses the effectiveness of the Board as a whole, the committees of the Board and the contribution of each
Director, including non-executive directors as well as Managing Director.

Board Charter
The Board has established a Board Charter to provide guidance in the roles and responsibilities to the Board members
and management.

The Board Charter addresses the following matters:

- Objectives

- Role and responsibility of the Board

- Role of Chairman, Managing Director and Chief Executive Officer
- Board Committees

- General Meeting

- Investor Relations and Shareholder Communication

- Company Secretary

The Board Charter, which serves as a referencing point for Board's activities to enable Directors to carry out their
stewardship role and discharge their fiduciary duties towards the Company, also seeks to include a formal schedule
of matters reserved to the Board for deliberation and decision so that the control and direction of the Company are in
its hands. The Charter is made publicly available on Company’s website at www.vc-b.com.my in line with the MCCG.

Any amendment to the Board Charter can only be approved by the Board. The Board Charter was last reviewed on 24

May 2018 and would be reviewed and updated periodically in accordance with the needs of the Company and any new
regulations that may have an impact on the discharge of the Board's responsibilities.
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Code of Conduct and Ethics

The Board has adopted the Code of Conduct and Ethics of the Company for Directors to enhance the standard of
corporate governance and behavior and to focus on the Board and each Director on areas of ethical risk, provide
guidance to Directors to help them recognise and deal with ethical issues, provide mechanisms to report unethical
conduct and help to foster a culture of honesty and accountability.

The Board is committed to adhering the best practices in corporate governance and observing the highest standards
of integrity and behavior in all activities conducted by the Company and the Group, including the interaction with its
shareholders, employees, creditors, customers and within the community and environment in which the Company and
the Group operate.

Whistle Blower Policy

The Group has established and formalized a Whistle Blower Policy to address concerns pertaining to the possibilities
of or unlawful conduct involving employees and management personnel of the company. Appropriate procedures has
been put in place to implement this policy.

Sustainability of Business

The Board is cognisant of the importance of business sustainability which encompasses all aspects of ethical business
practices, addressing relevant Environment, Social and Governance. The Board is committed to making a positive impact
in the communities where we have a presence while further strengthening our corporate reputation via upholding a
culture of integrity and transparency.

Over the years, our approach towards corporate social responsibility (“CSR") is continuing support the international
Forest Stewardship Council (“FSC") in promoting the responsible management of forest worldwide by ensuring the
sustainable environment for the future generations is intact. By promoting these, the Company has obtained the Forest
Stewardship Council (“FSC") Certificate in 2014.

Supply and Access to Information

Every Director has full and unrestricted access to information within the Group. Where required, the Board and its
Committees are provided with independent professional advice, the cost of which is borne by the Company. The
Board may also seek advice from the Management or request further explanation, information or update on any aspect
of the Group's operations or business concerns. The Board is supplied with quality and timely information, which
allows it to discharge its responsibilities effectively and efficiently. The agenda for each meeting together with a set of
comprehensive Board Papers for each agenda item are delivered to each Director in advance of meetings, to afford the
Board sufficient time to review the matters to be deliberated for effective discussion and decision making during the
meeting, and where necessary, to obtain supplementary information before meeting.

Company Secretary

In order to ensure effective functioning of the Boards, the Company Secretaries play an advisory role to the Boards in
relation to VCB's Memorandum and Articles of Association, policies and procedures, and compliance with the relevant
legislations, and regulatory update the Board on new statutory and regulatory requirements relating to the discharge
of their duties and responsibilities. All Directors have access to the advice and services of the Company Secretaries in
furtherance of their duties.
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The Company Secretaries are responsible advising the Board on regulatory requirements and corporate governance
matters to ensure that the Board discharge their duties and responsibilities effectively. The Company Secretaries also
ensure that the Boards and the Board Committees function effectively based on the Board Charter and the respective
Terms of Reference (“TORs").

The Company Secretaries attend all Board meetings and ensure that the deliberations and decisions made by the
Boards are accurately minuted, and the records of the proceedings of the Board meetings are properly kept.

During the FY2017, the Company secretaries have attended relevant development and trainings programmes to enhance
their ability in discharging their duties and responsibilities.

Strengthen Composition

Board Composition and Balance

The Board currently consists of fourteen (14) members comprising three (3) Non-Independent Non-Executive Directors,
eight (8) Independent Non-Executive Directors, two (2) Executive Directors and one (1) Executive Chairman. The Board
is made up of members with wide range of business, technical, financial backgrounds. The profile of each Director is
presented on pages 10 to 23 of the Annual Report.

All of the Board members serve as directors of not more than 5 boards of listed companies, to ensure they devote
sufficient time to carry out their responsibilities.

The Board believes that the interests of shareholders are best served by a Chairman who is Executive Chairman and
who will act in the best interest of shareholders as a whole. As the Chairman has a significant relevant interest in the
Company, he is well placed to act on behalf of shareholders and in their best interest. The Chairman is responsible for
the Board's effectiveness and conduct.

The Managing Director cum Group Chief Executive Officer has overall responsibilities over the business and operation
of the Group. The clear division of functions and responsibilities between these two roles, which have been clearly
defined in the Board Charter, will ensure the balance of power and authority.

The Independent Non-Executive Director help to align objectives and provide independent judgment in the decision-
making of the Board, as well as to provide check and balance for the Managing Director cum Group Chief Executive
Officer. The Non-Executive Director contributes significantly in areas such as policy and strategy, performance
monitoring, allocation of resources as well as improvement of governance and controls. The Board is constituted of
individuals who are committed to business integrity and professionalism in all the activities of the Company.

Board Diversity

The Company strives for gender diversity and inclusiveness in our Board. The goal is to have a Board that is gender
balanced and to ensure that women are treated on the same basis as men in terms of the Board positions. This goal
means having relatively numbers of Board of both genders in the Company, and most importantly, to have women, as
well as men in board positions.

The Company will conduct an annual review of its gender diversity and will take action to rectify gender imbalances in
a reasonable and timely manner.
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Nomination Committee — Selection and Assessment of Director

A Nomination Committee comprising exclusively of Non-Executive Directors with a majority being Independent
Directors has been established with specific terms of reference by the Board. One Independent Director position on the
Nomination Committee is vacant as at the date of this report.

There were two (2) Nomination meetings held during the financial year ended 31 March 2018, with details of Committees’
attendance set out below:

Number of Nomination Committee Meetings Directors Attended
Chan Feoi Chun Chairman 2/2
Dato’ Chew Weng Kit Member 2/2

Yap Jee Wye (Ceased on 06.12.2017) Member 2/2
Professor Dr. Huang Minxi (Appointed on 06.12.2017) (Resigned on 24.05.2018) Member Not Applicable
Chang Chen Seng (Appointed on 21.08.2018) Member Not Applicable
To' Puan Rozana Binti Tan Sri Redzuan (Appointed on 21.08.2018) Member Not Applicable

The Nomination Committee is primarily responsible for recommending suitable appointments to the Board, taking into
consideration the Board structure, size, composition and the required mix of expertise and experience which the
Director should bring to the Board. It assesses the effectiveness of the Board as a whole, the Board Committees and
the Contribution of each Director, including Non- Executive Directors.

The final decision on the appointment of a candidate recommended by Nomination Committee rests with the whole
Board. The Board is entitled to the services of the Company Secretary who would ensure that all appointment made
upon obtaining all necessary information from the Directors.

During the financial year ended 31 March 2018, the Nomination Committee has assessed the balance composition of
the Board members based on merits, Directors’ contribution and Board effectiveness. The Nomination Committee
concluded that each Board member had been competent and committed in discharging his duties and responsibilities.
All assessments and evaluations carried out by the Nomination Committee were properly documented.

The Board through the Nomination Committee’'s annual appraisal believes that the current composition of the Board
brings the required mix of skills and core competencies required for the Board to discharge its duties effectively.

During the financial year, four (4) board members who were due for retirement and have offered themselves for re-
election as Directors of the Company, were re-elected by the shareholders at the Fourteenth Annual General Meeting.

The term of reference of the Nomination Committee is available on Company’s website at www.vch. com.my.

Remuneration Committee

The Board has established a Remuneration Committee (“RC") consisting of three (3) Independent Non-Executive
Directors and one (1) Non-Independent Non-Executive Director. One Independent Non-Executive Director position on
the Remuneration Committee is vacant as at the date of this report.
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There were two (2) remuneration meetings held during the financial year ended 31 March 2018, with details of
Committees attendance set out below:

Number of Remuneration Committee Meetings Directors Attended
Chan Feoi Chun Chairman 2/2
Dato’ Eow Kwan Hoong Member 2/2

Yap Jee Wye (Resigned on 08.07.2018) Member 1/2
Fathi Ridzuan Bin Ahmad Fauzi (Appointed on 21.08.2018) Member Not Applicable
Dato’ Sri Wira Ayub Bin Yaakob (Appointed on 21.08.2018) Member Not Applicable

The remuneration Committee has been entrusted by the Board to determine that the levels of remuneration are sufficient
to attract and retain Directors needed in managing the business of the Group. The remuneration Committee is entrusted
under its terms of reference to assist the Board, amongst others, to recommend to the Board the remuneration of
the Executive Chairman and Managing Director. In the case of Non-Executive Directors, the level of remuneration
shall reflect the experience and level of responsibilities undertaken by the Non-Executive Directors concerned. In all
instance, the deliberations are conducted, with the Directors concerned abstaining from discussions on the individual
remuneration.

Directors’ Remuneration
The details of the remuneration for Directors of the Company (comprising remuneration received and/or receivable
from the Company) during the financial year ended 31 March 2018 are categorized as follows:-

Defined
Contribution
Salaries Plan

Directors’ Remuneration RM RM

Executive Directors

Dato’ Wong Kong Choong @ Leong Kong 551,291 24,000 24,512 69,221 669,024
Choong

Dato’ Lee Kwee Hiang 216,81 25,000 12,000 13,680 267,491
Yap Jee Wye 99,000 30,000 2,273 1,277 142,550
Non - Executive Directors

Dato’ Eow Kwan Hoong 23,250 30,000 - 1,400 54,650
Chan Feoi Chun - 31,000 - - 31,000
Dato’ Chew Weng Kit - 30,000 - - 30,000
Wan Tak Chuen - 22,291 - - 22,291
Prof Dr Huang Minxi - 9,534 - - 9534
Total 890,352 201,825 38,785 95,578 1,226,540

Directors’ fees and all benefits payable, if any are subject to the approval of shareholders at the forthcoming Annual
General Meeting of the Company.
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Remuneration of the Senior Management

Remuneration paid to the Senior Management of the Company for the financial year ended 31 March 2018 are as

follows:-
Remuneration (per annum) Number of Senior Management
RM 50,000 - Below 1

RM 50,001 - RM 100,000 -
RM 100,001 - RM 150,000
RM 150,001 - RM 200,000
RM 550,001 - RM 600,000

N |- W

The remuneration of the Senior Management of the Company disclosed above is on aggregate basis and in bands
instead of on named basis as the Board is of the opinion that the disclosure of the Senior Management'’s individual
remuneration components (salary, fees, bonus, and other emoluments) would not be in the best interest of the Group
due to confidentiality and concerns over poaching of these Senior Management by competitors or head hunters; and to
support the Group'’s efforts to attract and to retain executives.

Reinforce Independence of the Board

The role of the Chairman of the Board (“the Chairman”) and the Managing Director cum Chief Executive Officer are
separated with each having a clear scope of duties and responsibilities. The distinct and separate roles of the Chairman
and the Managing Director cum Chief Executive Officer, with a clear division of functions responsibilities, ensure a
balance of power and authority. Such that no one individual has unfettered powers of decision making. This crucial
partnership dictates the long term success of the Company and the Group.

The Chairman play a crucial and pivotal leadership role in ensuring that the Board work effectively, whilst the Managing
Director cum Chief Executive Officer has the overall responsibility for the operational and business units, organizational
effectiveness and implantation of Board policies, directives, strategies and decisions.

Pursuant to the MCCQG, it is recommended that approval of shareholders be sought in the event the Company intends
to retain an Independent Director who has served in that capacity for more than nine years. Mr Chan Feoi Chun (“Mr
Chan”) who was appointed as a Board member on 23 January 2009 had reached and over the nine years limit.
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The Board has via the Nomination Committee assessed the independence and performance evaluation of Mr Chan on
24 May 2018 and recommended that he continues to act as independent Non-Executive Director based on the following
justifications, which will be tabled for shareholders’ approval at the forthcoming Fifteenth Annual General Meeting:-

a) Mr Chan fulfilled the criteria under the definition on Independent Director pursuant to the Main Market Listing
Requirements of Bursa Securities;

b) The Board was of the view that a director’s independence cannot be determined with reference to a set period of
time. Mr Chan's length of service as Independent Non-Executive Director does not in any way interfere with his
exercise of objective judgement or his ability to act in the best interest of the Company and the shareholders;

c) Mr Chan understands the Group’s business operations and that enables him to participate actively and contribute
positively during deliberations at the Nomination Committee, Remuneration Committee, Audit Committee and Board
meetings without compromising his independence and objective judgement;

d) Mr Chan has devoted sufficient time and commitment to discharge his responsibilities as an Independent Non-
Executive Director; and

e) Mr Chan does not have any business dealings with the Group.

The appointment of the Independent directors is to ensure that the Board includes Directors who can effectively
exercise their independent and objective judgment to the Board deliberations and to mitigate risk arising from conflict
of interest or undue influence from interested parties.

The Non-Executive Directors contributes in areas such as policy and strategy, performance monitoring, allocation
of resources as well as improvement of governance and controls. The Board is constituted of individuals who are
committed to business integrity and professionalism in all the activities of the Company.

The Nomination Committee has reviewed and assessed the independence of the Independent Director based on the
following justification:

- Mr Chan upholds integrity and are able to function as check and balance, provide a broader view and bring an
element of objectivity to the Board;

- Mr Chan has vast experience in a diverse range of business which could provide constructive and independent
judgments for the best interest of the Company;

- Mr Chan exercised due care during his tenure as Independent Directors of the Company and carried out his duties
in the interest of the Company and shareholders; and

- Mr Chan upholds independent decision and challenge the management objectivity.
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Following an assessment conducted by the Board through the Nomination Committee on 13 June 2018, the Board
opined that the independence of director cannot be assessed only based on the quantitative aspect as stated in the
MMLR, but the true independence emanates from intellectual honesty, manifested through a commitment to serve the
best interests of the Company. The Independent Director can still continue to remain objective and independent in
expressing his respective views and in participating in deliberations and decision making of the Board and the Board
Committees. The Board is further of the view that the length of service of the independent Director on the Board do not
in any way interfere with his independent judgment and ability to act in the best interest of the Group. Hence based on
the recommendation by the Nomination Committee, the Board recommends that the independent Director continue to
be designated as independent director of the Company.

Foster Commitment

The Board schedules to meet at least four (4) times a year, scheduled well in advance to facilitate the Directors in
planning their meeting schedule. Additional meetings convened when necessary and important decision need to be
made between scheduled meetings. Board and Board Committee papers which are prepared by the management
provide the relevant facts and analysis for the convenience of Directors. The meeting agenda, the relevant reports and
Board papers are furnished to Directors and Board Committee members well before the meeting to allow the Directors
sufficient time to peruse for effective discussion and decision making during meeting. At the quarterly Board meetings,
the Board reviews the business performance of the Group and discusses major operational and financial issues.

The Chairman of the Audit Committee informs the Directors at each Board meetings of any salient matters noted by the
Audit Committee and which require the Board's attention or direction. All pertinent issues discussed at Board meetings
in arriving at the decisions and conclusions are properly recorded by the Company Secretary by way of Minutes of
meetings.
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There were four (4) Board meetings held during the financial year ended 31 March 2018, with details of Directors’

attendance set out below:

Number of Board Meetings Directors Attended

Dato’ Lee Kwee Hiang Executive Chairman 4/4

Khat Chee How (Appointed on 21.08.2018) Executive Director Not Applicable

Lim Siew Yeng (Appointed on 21.08.2018) Executive Director Not Applicable

Dato’ Wong Kong Choong @ Leong Kong Choong Non-Independent, 4/4
Non-Executive Director

Dato’ Eow Kwan Hoong Non-Independent, 4/4
Non-Executive Director

Dato’ Chew Weng Kit Non-Independent, 4/4

Non-Executive Director

Wan Tak Chuen (Resigned on 05.03.2018) Non-Independent, 4/4
Non-Executive Director

Chan Feoi Chun Independent Non-Executive Director 4/4

Yap Jee Wye (Resigned on 08.07.2018) Independent Non-Executive Director 4/4

Professor Dr Huang Minxi (Appointed on 06.12.2017) Independent Non-Executive Director

(Resigned on 24.05.2018)

0/4

Fathi Ridzuan Bin Ahmad Fauzi Independent Non-Executive Director

(Appointed on 21.08.2018)

Not Applicable

To' Puan Rozana Binti Tan Sri Redzuan Independent Non-Executive Director

(Appointed on 21.08.2018)

Not Applicable

Chang Chen Seng (Appointed on 21.08.2018) Independent Non-Executive Director

Not Applicable

Dato’ Sri Wira Ayub Bin Yaakob Independent Non-Executive Director

(Appointed on 21.08.2018)

Not Applicable

Dato’ Seri Mohd Shariff Bin Omar Independent Non-Executive Director

(Appointed on 30.08.2018)

Not Applicable

Tan Sri Datuk Seri Panglima Abdul Gani Patail Independent Non-Executive Director

(Appointed on 30.08.2018)

Not Applicable

Datuk Hew Lee Lam Sang Independent Non-Executive Director

(Appointed on 30.08.2018)

Not Applicable

The Board complied with Paragraph 15.06 of the MMLR on the restriction on the number of directorships in listed
companies held by the Directors. The Board is satisfied that the external directorships of the Board members have
not impaired their ability to devote sufficient time in discharging their roles and responsibilities effectively as well as
regularly updating and enhancing their skills and knowledge.

The Board is also satisfied with the level of time commitment given by the Directors towards fulfilling their roles and
responsibilities as Directors of the Company.
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Directors’ Training — Continuing Education Programmes

To remain relevant in the rapidly changing and complex modern business environment, the Directors are committed to
continuing education and lifelong learning to fulfill their responsibilities to the Company and enhance their contributions
to Board deliberations.

The Directors are encouraged to attend briefings, conferences, forums, trade fairs (locally and internationally), seminars
and training to keep abreast with the latest developments in the industry and to enhance their skills and knowledge.

No Names of Directors Programs Date of

Attendance

1. Dato’ Lee Kwee Hiang 1. Implementation of Sustainability for PLC Directors Bursa 31 July 2018
Requirement - Annual Report 2018

2. Dato’ Eow Kwan Hoong 1. Advocacy Session on Corporate Disclosure for Directors 3 October 2017
and Principal Officers of Listed Issuers
2. Case Study Workshop for Independent Directors 16 October 2017

“Rethinking-Independent Directors: A New Frontier”

3. Dato’ Chew Weng Kit 1. Implementation of Sustainability for PLC Directors Bursa 31 July 2018
Requirement — Annual Report 2018

4. Chan Feoi Chun 1. Malaysian Code on Corporate Governance 27 February 2018

The director, namely Dato” Wong Kong Choong @ Leong Kong Choong was unable to attend any structured training and
seminars/ courses during the year due to a combination of factors which took a heavy toll on his time commitment. As a
consequence, it was very difficult to schedule and arrange for the appropriate training courses for the director to attend.

The Directors will undertake to continue to attend relevant trainings and seminars courses to enhance their skills and
knowledge for the purpose of discharging their duties and responsibilities.

Uphold Integrity in Financial Reporting

It is the Board's commitment to present a balanced and meaningful assessment of the Group’s financial performance
and prospects at the end of each reporting period and financial year, primarily through the quarterly announcement of
Group's results to Bursa Malaysia, the annual financial statement and review of the Group’s operations in the Annual
Report, where relevant. A statement by the Directors of their responsibilities in the preparation of financial statements
is set out in the ensuing paragraph.

Statement of Directors’ Responsibility for Preparing Financial Statements

The Board is responsible to ensure that the financial statements are properly drawn up in accordance with the provision
of the Company Act 2016 and approved accounting standards in Malaysia so as to give a true and fair view of the state
of affairs of the Group as at the financial year and of the results and cash flows at the Group for the financial year then
ended.
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The Directors are satisfied that in preparing the financial statement of the Group for the year ended 31 March 2018, the
Group has adopted suitable accounting policies and applied them consistently, prudently and reasonably. The Directors
also consider that all applicable approved accounting standards have been followed in the preparation of the financial
statement. The financial statements have been prepared on the going concern basis.

The Directors are responsible for ensuring that the Group keeps sufficient accounting records to disclose with reasonable
accuracy, the financial position of the Group and which enable them to ensure that the financial statement comply with
the Companies Act 2016.

In discharging its fiduciary responsibility, the Board is assisted by the Audit Committee to oversee the financial reporting
processes and the quality of the Group's financial statements.

Audit Committee

The primary objective of the Audit Committee is assist the Board to review the adequacy and integrity of the Group's
financial administration and reporting, internal control and risk management systems, including the management
information system and system for compliance with applicable laws, regulations, rules, directives ad guidelines.

The Board shall elect and appoint Committee members from amongst their number, comprising no fewer than three (3)
Directors, the majority of whom shall be Independent Non-Executive Directors of the Company.

The Audit Committee consists of three (3) Independent Non-Executive Directors and one (1) Non-Independent Non-
Executive director with details of Committees” attendance set out in the Audit Committee Report in this Annual Report.

The Board, through the Audit Committee maintains an appropriate, formal and transparent relationship with the Group’s
internal and external auditors. The Audit Committee has explicit authority to communicate directly with the Group's
internal and external auditors and vise-versa the Group’s internal and external auditors also have direct access to the
Audit Committee to highlight any issue concern at any time. Further, the Audit Committee meets the external auditors
without the presence of Executive Directors or the Management whenever necessary. Meetings are held to further
discuss the Group’s audit plans, audit findings, financial statements, as well as to seek their professional advice on other
related matters.

The Audit Committee is also tasked by the Board, amongst other, to consider the appointment of the external auditors,
the audit fee and any questions of resignation or dismissal as well as non-audit services to be provided by the external
auditors to the Company with a view to auditor independence and to provide its recommendations thereon to the Board.
The Audit Committee has received confirmation from the external auditors that for the audit of the financial statements
of the Group and Company for the financial year ended 31 March 2018, they have maintained their independence in
accordance with their firm’s requirements and with the provisions of the By-Law on Professional Independence of
the Malaysia Institute of Accountants and they have reviewed the non-audit services provided to the Group during the
financial period in accordance with the independence as external auditors of the Group. The external auditors also
reaffirmed their independence of the completion of the audit.
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Recognise and Manage Risks

The Board firmly believes in maintaining a sound risk management framework and internal control system with a view
to safeguard shareholders’ investment and the assets of the Group. The size and geographical spread of the Group
involves exposure to a wide variety of risks, where the nature of these risks means that events may occur which could
give rise to unanticipated or unavoidable losses. In establishing and reviewing the risk management and internal control
systems, the Board recognizes that such systems can provide only reasonable, but not absolute, assurance against the
occurrence of any material misstatement or loss. The Audit Committee meets on a quarterly basis to ensure that there
is clear accountability for managing significant identified risks and that identified risks are satisfactorily addressed on
an ongoing basis. In addition, the adequacy and effectiveness of the risk management and internal control systems is
also reviewed by the Audit Committee.

Regular assessments on the adequacy and integrity of the internal controls and monitoring of compliance with policies
and procedures are also carried out through internal audits. The Group has outsourced the activities and function of
the internal audit to a professional service provider who reports directly to the Audit Committee. The internal audit
plan that covers internal audit coverage and scope of work is presented to the Audit Committee and the Board for their
respective consideration and approval annually. Internal audit reports encompassing the audit finding together with
recommendations thereon are presented to the Audit Committee during its quarterly meetings. Senior and functional
line management are tasked to ensure management action plans are carried out effectively and regular follow-up audits
are performed to monitor the continued compliance.

Ensure Timely and High Quality Disclosure

The Board is aware of the need to establish corporate disclosure policies and procedures to enable comprehensive,
accurate and timely disclosures relating to the Company and its subsidiaries to be made to the regulators, shareholders
and stakeholders. On this basis, the Board will not only comply with the disclosure requirements as stipulated in the
MMLR, but is also responsible to disclose material information to regulators, shareholders and stakeholders.

The Group also maintains a corporate website, www.vc-b.com.my to disseminate information and enhance its investor
relations. All timely disclosures, material information and announcements made to Bursa Malaysia are published on the
website shortly after the same is released by the Company.
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Strengthen Relationship between Company and Shareholders

Shareholder Participation at General Meetings

Shareholders are encouraged to attend the Annual General Meeting ("AGM”) and any other general meetings of the
shareholders where provides shareholders the opportunity to raise questions or concerns with regards to the Group.
Such meetings also serve as a platform for shareholders to have direct access to the Board.

The Company at all times dispatched its notices of the AGM and any other general meetings of the shareholders, Annual
Report and related circulars to shareholders at least twenty one (21) days before the AGM and any other general
meetings of the shareholders, unless otherwise required by laws, in order to provide sufficient time to shareholders to
understand and evaluate the matters involved as well as to make necessary arrangements to attend, participate and
vote either in person, by corporate representative, by proxy or by attorney, to exercise their ownership rights on an
informed basis during the AGM and any other general meetings of the shareholders. Where special business items are
to be transacted, a full explanation is provided in the notice of the AGM and any general meetings of the shareholders
or the related circulars to shareholders in order to assist the shareholders’ understanding of the matters and the
implication of their decision in voting for or against a resolution.

In line with the amendments to the MMLR, the Company will implement poll voting for all resolutions as set out in the
Notice of the AGM, The Company will appoint a scrutineer to validate the votes cast at the AGM.

The outcome of the AGM and any other general meetings of the shareholders is announced to Bursa Malaysia on the
same day the meeting is held.

The chairman of the AGM and any other general meetings of the shareholders will invite the shareholders to raise
questions pertaining to the Company's financial performance and other items for adoption at the meeting, during and
after the meetings. The External Auditors will attend the meetings to respond to questions or clarify queries from
shareholders.

Communication and Engagement with Shareholders

The Board recognizes the importance of being transparent and accountable to the Company’s investors and, as such,
has various channels to maintain communication with them. The various channels of communications are through the
quarterly announcement on quarterly and year to date financial results to Bursa Malaysia, relevant announcement and
circulars, when necessary, the Annual and Extraordinary General Meetings and through the Group's website where
shareholders can access pertinent information concerning the Group.

Compliance Statement

The Board is satisfied that the Company had applied most of the principles and best practices of the Code during the
financial year. Henceforth, the Board is committed and will continue to enhance compliance with the Code within the
Company and the Group.
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STATEMENT ON RISK MANAGEMENT
AND INTERNAL CONTROL

INTRODUCTION

The Malaysia Code of Corporate Governance requires listed companies to maintain a sound system of risk management
and internal control to safeguard shareholders’ investment and the Group assets. The Bursa Malaysia Securities
Berhad's (“Bursa Securities”) Main Market Listing Requirements require directors of public listed companies to include
a statement in their annual reports on the state of their risk management and internal controls. The Bursa Securities’
Statement on Risk Management and Internal Control: Guidelines for Directors of Listed Issuers (“Guidelines”) provides
guidance for compliance with these requirements. Set out below is the Board's Statement on Risk Management and
Internal Control, which has been prepared in accordance with the Guidelines.

The Board of Directors recognise the importance of good practice of corporate governance and is committed to
establish a sound risk management framework and system of internal control to safeguard shareholders’ investments
and Group's assets. Also, the Board is pleased to provide the following statement, which outlines the nature and scope
of internal control of the Group for the financial year ended 31 March 2018.

BOARD RESPONSIBILITY

The Board affirms its overall responsibility for maintaining the Group’s systems of internal controls and risk management
to safeguard investment, the interest of customers, regulators, employees, and the Group'’s assets. The Board further
recognises its responsibility in reviewing of the adequacy and integrity of these systems.

The Board regularly receives and reviews reports on internal control, and is of the view that the system of internal
control is adequate to safeguard shareholders’ interest and the Group’s assets. The role of Management is to implement
the Board's policies and guidelines on risks and controls, to identify and evaluate the risks faced, and to operate suitable
system of internal controls to manage these risks.

However, due to the limitations that are inherent in any system of internal control, the systems of internal controls can
only provide reasonable and not absolute assurance against material misstatement or loss as it is designated to manage
rather than eliminate the risk of failure to achieve the Group’s business objectives.

RISK MANAGEMENT

The Board confirms that there is an on-going process of identifying; assessing and responding to risks to achieve the
objectives of the Group for the financial year under review. The process is in place for the year under review and up to
the date of issuance of the Statement on Risk Management and Internal Control.

The risk identification process involves in reviewing and identifying the possible risk exposure which arising from
both internal and external environment changes and operation conditions. The risk measurement guidelines consist
of financial and non-financial qualitative measure of risk consequences based on risk likelihood rating and risk impact
rating. As part of the Risk Management process, a Registry of Risk and a Risk Management Handbook had been
prepared. The Registry of Risk is maintained to identify principal business risks and updated for changes in the risk
profile. The Risk Management Handbook summarises risk management methodology, approach and processes, roles
and responsibilities, and various risk management concept. The respective risk owners are accountable to identify risks
and to ensure that adequate control systems are implemented to mitigate risks faced by the Group. The process of
identifying, evaluating, monitoring and managing risks is embedded in various work processes and procedures of the
respective operational functions and management team.
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STATEMENT ON RISK MANAGEMENT AND INTERNAL CONTROL

THE KEY ELEMENTS OF THE GROUP’S INTERNAL CONTROL SYSTEM INCLUDE:

1. Organisation structure with defined lines of delegation of responsibility, level of authorisation and accountability;

2. Policies and procedures for key business processes are formalised and documented for implementation and
continuous improvements;

3. Quarterly Board meetings and monthly management meetings are held where information is provided to the Board
and management covering financial performances and operations;

4. Training and development is provided as and when required by employees with the objective of enhancing their
knowledge and competency; and

5. Management accounts and reports are prepared regularly for monitoring of actual performance.

INTERNAL AUDIT FUNCTIONS

In accordance with the Malaysian Code on Corporate Governance, the Group in its efforts to provide adequate and
effective internal control system had appointed Sterling Business Alignment Consulting Sdn Bhd (“Sterling”), an
independent consulting firm to review the adequacy and integrity of its system of internal control. The independent
consulting firm acts as the internal auditor and reports directly to the Audit Committee.

The internal audit reviews address critical business processes, identified risks and internal control gaps, assessed
the effectiveness and adequacy of the existing state of internal control of the Group and recommended possible
improvements to the internal control process.This is to provide reasonable assurance that such systems continue to
operate satisfactorily and effectively within the Group. The scope of audit focused on the five broad control components,
which are control environment, risk activities, control activities, information and communications and monitoring. The
internal audit reports and the status report on the follow up actions for the prior internal audit report were tabled to the
Audit Committee and Board during the quarterly board meetings. For the financial year ended 31 March 2018, the total
costs incurred for the outsourced internal audit function is RM40,000.

-8 agiNe VERSATILE CREATIVE BERHAD
Eﬂﬂ «@» @ @ & ANNUAL REPORT 2018 Company No. 603770 - D

N

47



STATEMENT ON RISK MANAGEMENT AND INTERNAL CONTROL

For the Financial Year Ended 31 March 2018, the following subsidiaries of the Group were audited by Sterling:

Name of Entity Audited Period covered  Scope of Audit
Versatile Paper Boxes Sdn Bhd April 2017 to The reviewed involved two functional areas as below:
March 2018 a) Sales and Marketing
» New Customer / Sales Leads Generation and
Monitoring

e Quotation Preparation Process and Procedures

e Proposal Feasibilities Study

e Costing Preparation and Computation

¢ Revised Costing Review and Management

e Pricing Negotiation Process and Procedures

e Margin of the products

e Order Processing

e Selling and Distribution Expenses

* Allocation process and Procedures

e Customer Retention Management

e Performance Monitoring and Reporting

* Implementation Process of Business Development
Strategy

b) Inventory Management

e Warehouse management

e Physical stock handling

e Incoming Receiving

e Distribution to Production for usage

e Stock Management (Raw Materials, Work In
Progress and Finished Goods)

e Wastages Control

e Finished Goods delivery management

* Inventory system updating and recording

»  Periodic record / report

e Physical stock count procedures

e Stock variance justification and verification
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STATEMENT ON RISK MANAGEMENT AND INTERNAL CONTROL

For the Financial Year Ended 31 March 2018, the following subsidiaries of the Group were audited by Sterling: (Continued)

Name of Entity Audited Period covered  Scope of Audit
Versatile Creative Plastics Sdn January 2017 to | The reviewed involved two functional areas as below:
Bhd December 2017 | a) Inventory

e  Store Management

e Physical Inventory Handling

e Backorders Monitoring

¢ Inventory System Updating and Recording

* Receiving and Inspection Process and Procedures
e Stock Issuance Process and Procedures

e Physical Stock Count Procedures

e Stock Variance Justification and Verification

b) Logistics / Shipping and Delivery Management
e Packing Scheduling
e Packing Process
e In-house Transportation Arrangement
e 3rd Party Transportation Arrangement
e Shipment Schedule
e Logistics Document Processing Inter-Company
Stock Transfer (if any)

REVIEW OF THE STATEMENT BY EXTERNAL AUDITORS

The External Auditors have reviewed this Statement of Risk Management and Internal Control for the inclusion in the
Annual Report of the Company for the financial year ended 31 March 2018 in accordance with Malaysian Approved
Standard on Assurance Engagements, ISAE 3000, Assurance Engagement other than Audits or Reviews of Historical
Financial Information and AAPG 3. Guidance for Auditors on Engagements to Report on the Statement on Risk
Management and Internal Controls. Their work performed are restricted to the requirements by Paragraph 15.23 of the
Bursa Malaysia Listing Requirements.

Based on their review, the External Auditors have reported that nothing has come to their attention that cause them to
believe that the Statement of Risk Management and Internal Control intended to be included in the Annual Report of the
Company is not prepared, in all material respects, in accordance with the disclosures required by paragraph 41 and 42
of the Statement on Risk Management and Internal Control: Guidelines for Directors of Listed Issuers to be set out, nor
is factually inaccurate.

CONCLUSION

Other than item disclosed in the Note 9(a) to the financial statements, the Board is of the opinion that the Group’s
system of risk management and internal control is operating adequately and effectively throughout the financial year
under review and up to date of this Statement.

The Board continues to take appropriate action plans to strengthen the risk management and internal control systems
to meet the Group's objectives in light of the continuous changes in the business environment.

This statement is made in accordance with the resolution of the Board of Directors dated 07 September 2018.
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AUDIT COMMITTEE
REPORT

The primary objective of the Audit Committee is to assist the Board in the effective discharge of its fiduciary responsibilities
for corporate governance, financial reporting to shareholders and the public and internal control.

The audit Committee will adopt practices aimed at maintaining appropriate standards of responsibility, integrity and
accountability to all the Company’s shareholders.

MEMBERSHIP
The present members of the Audit Committee (the “Committee”) comprise:-

Chairman

Chan Feoi Chun :Independent Non-Executive Director
Members

Dato’ Eow Kwan Hoong : Non-Independent Non-Executive Director
Fathi Ridzuan Bin Ahmad Fauzi :Independent Non-Executive Director

To' Puan Rozana Binti Tan Sri Redzuan :Independent Non-Executive Director

TERMS OF REFERENCE
The primary function of the Audit Committee is to assist the Board of Directors in fulfilling the following oversight
objectives on the Group’s activities:-

A. Risk Management
e To review the adequacy and effectiveness of risk management, internal control and governance systems
instituted in the Group.

B. Internal Audit Function
e To review the adequacy of the scope of the audits conducted by the Internal Auditors.
C. External Audit
¢ To evaluate the external auditors’ audit plans, scope of their audits and their audit reports.
e The performance of the external auditors and make recommendations to the Board of Directors on their
appointment and remuneration.
D. Audit Reports

e To review Internal and external audit reports to ensure that remedial actions are taken by management on
significant lapses in controls and procedures that are identified.
¢ To review on significant internal and external audit findings and management’s responses.

m

. Financial Reporting
e To review the quarterly and annual financial statements of the Group for recommendation to the Board of
Directors for approval, focusing particularly on:-
- Changes in or implementation of new accounting policies and practices;
- Significant and unusual events; and
- Compliance with the applicable approved accounting standards and other legal and regulatory requirements.

m

Related Party Transactions
¢ Any related party transactions that may arise within the Group.

G. Other Matters
e Such other matters as the Committee considers appropriate or as authorized by the Board of Directors.
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AUDIT COMMITTEE REPORT

COMPOSITION

The Board shall elect and appoint Committee members from amongst their number, comprising no fewer than three (3)
Directors, the majority of whom shall be Independent Non-Executive Directors of the Company. The Board shall at all
times ensure that at least one (1) member of the Committee shall be a member of the Malaysian Institute of Accountants.

If a member of the Committee resigns, dies or for any reason ceases to be a member with the result that the number of
members is reduced below three (3), the Board shall within three (3) months of the event appoint such number of new
members as may be required to fill the vacancy. The Chairman of the Committee shall be an Independent Non-Executive
Director. No alternate Director may be appointed as a member of the Committee.

AUTHORITY

The Committee is authorised by the Board to seek any information it requires from the employees, who are required
to cooperate with any request made by the Committee. The Committee shall have full and unrestricted access to any
information pertaining to the Group.

The Committee shall have direct communication channels with the external auditors and with senior management of the
Group and shall be able to convene meetings with the external auditors whenever it considers necessary.

MEETING
The Chairman may call a meeting of the Audit Committee if a request is made by any committee member, any Executive
Director, or the external auditors.

A minimum of two members present shall form a quorum provided both of them are independent directors. The
Committee shall meet with the external auditors and the internal auditors without executive board members whenever
deemed necessary. The Company Secretary shall act as Secretary of the Audit Committee or in his/her absence,
another person authorised by the Chairman of the Audit Committee, shall act in his/ her stead.

The Committee convened six (6) meetings, and the attendance of each committee member is as follows:-

Directors Attended

Chan Feoi Chun Chairman 6/6
Dato’ Eow Kwan Hoong Member 6/6
Yap Jee Wye (Ceased on 06.12.2017) Member 5/6
Professor Dr. Huang Minxi (Appointed on 06.12.2017) (Resigned on 24.05.2018) Member 0/1

The meetings were appropriately structured through the use of agendas, which were distributed to members with
sufficient notification.

RESPONSIBILITIES AND DUTIES

The Audit Committee is to be provided with sufficient resources for it to perform its duties. All members of the Audit
Committee must be able to read, analyse and interpret financial statements. In fulfilling its primary objectives, the Audit
Committee will need to undertake inter-alia the following functions:

1. To review the following and report the same to the Board of Directors:-
a) the independence and objectivity of the external auditors and their services rendered, including non-audit
services and professional fees, so as to ensure a proper balance between objectivity and value for money.
b) the effectiveness and adequacy of the scope, functions, resources and competency of the internal audit
functions and ensure that it has the necessary authority to carry out its work;

a8 VERSATILE CREATIVE BERHAD
i) @ @ L o ‘ ANNUAL REPORT 2018 Company No. 603770 D

o1



52

AUDIT COMMITTEE REPORT

RESPONSIBILITIES AND DUTIES (CONT'D)

1.

To review the following and report the same to the Board of Directors:- (Cont'd)
c) inrelation to the internal audit function:

e the internal audit plan and programme the results of the internal audit assessments process, investigation
undertaken and, where necessary, ensure that appropriate actions are taken on the recommendations of
the internal auditors;

e any appraisal or assessment of the performance of members of the internal audit function;

e approve any appointment or termination of the internal auditors: and

¢ take cognizance of resignation of internal auditors and provide the resigning internal auditors an opportunity
to submit reasons for resigning.

d) the financial statements of the Company with both the external auditors and management;

e) the external auditors’ audit plan, their evaluation of the system of internal controls and audit report;

f) any management letter sent by the external auditors to the Company and the management’s response to such
letter;

g) any letter of resignation from the Company’s external auditors;

h) the quarterly results and year-end financial statements of the Group, before the approval by the Board of

Directors, focusing particularly on-:

e changes in or implementation of major accounting policy changes;

e significant matters highlighted including financial reporting issues, significant judgements made by
management, significant and unusual events or transactions, and how these matters are addressed; and

¢ compliance with accounting standards and other legal requirements;

i) the assistance given by the employees of the Company to the external auditors;

j)  all areas of significant financial risk and the arrangements in place to contain those risks to acceptable levels;
and

k) all related party transactions and potential conflict of interests situations that may arise within the Company/
Group including any transaction, procedure or course of conduct that raises questions of management integrity.

To recommend the nomination of a person or persons as external auditors and consider the appointment, the audit
fee and any questions of resignation or dismissal and on whether there is reason (supported by grounds) to believe
that the Company's external auditors is not suitable for re-appointment.

To carry out any other function that may be mutually agreed upon by the Committee and the Board, which would be
beneficial to the Company and ensure the effectiveness discharge of the Committee’s duties and responsibilities.

The Committee actions shall be reported to the Board of Directors with such recommendations as the Committee
deems appropriate.

If the Audit Committee is of the view that a matter reported to the Board has not been satisfactorily resolved resulting in
a breach of the Listing Requirements of Bursa Securities for the MAIN Board, the Audit Committee has the responsibility
for reporting such matters to the relevant authority. The Audit Committee shall have the discretion to undertake such
action independently from the Board.

SUMMARY OF ACTIVITIES DURING THE FINANCIAL YEAR
During the financial year, the Committee carried out its duties in accordance with its terms of reference. The main
activities undertaken by the Committee were as follows:

Reviewed the external auditors’ scope of work and audit plans for the financial year ended 31 March 2018. Prior to
the audit, representatives from the external auditors presented their audit strategy and plan in November 2017,
Reviewed with the external auditors the results of the audit, the audit report for financial year ended 31 March 2018
and the management letter, including management'’s response;

Reviewed audit fee payable to the external auditors in November 2017 and made recommendation for the approval
of the Board;

Reviewed the internal audit programme, processes, the results of the internal audit programme, processes or
investigations undertaken for financial year ended 31 March 2018 and whether or not appropriate action is taken on
the recommendations of the internal audit function;
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AUDIT COMMITTEE REPORT

SUMMARY OF ACTIVITIES DURING THE FINANCIAL YEAR (CONT'D)
During the financial year, the Committee carried out its duties in accordance with its terms of reference. The main
activities undertaken by the Committee were as follows: (Cont'd)

e Reviewed the application of corporate governance principles and the extent of the Group’s compliance with the
best practices set out under the Malaysian Code on Corporate Governance 2017 for the purpose of preparing the
Corporate Governance Statement and Statement on Internal Control pursuant to the Listing Requirements;

e Reviewed the Group’s quarterly results and Group's annual financial statement for the quarter ended 30 June 2017,
30 September 2017, 31 December 2017 and 31 March 2018 before recommending them for the Board's approval.
The review is focused particularly on:

(i) Any changes in or implementation of major accounting policy;

(i) Significant and unusual events;

(iii) Significant adjustments and issues arising from the audit;

(iv) The going concern assumption; and

(v) Compliance with applicable accounting standards and other legal requirements;

e Reviewed group investment and diversification issues; and

¢ Reviewed the related party transactions entered into by the Group for quarter ended 30 June 2017, 30 September
2017, 31 December 2017 and 31 March 2018 and conflict of interests situation that may arise within the Group
including any transaction, procedure or course of conduct that raises questions of management integrity.

¢ Reviewed the Terms of Reference of the Audit Committee in May 2018.

¢ Reviewed the Corporate Exercise in relation to the proposed issuance of Redeemable Convertible Notes in 2/2017
Special AC Meeting held on 28 September 2017.

INTERNAL AUDIT AND EXTERNAL AUDIT FUNCTION

The internal audit function is independent of the activities or operations of other operating units. The principal role of
this function is to undertake independent, regular and systematic reviews of the risk management, internal control and
governance systems so as to provide reasonable assurance that such systems continue to operate satisfactorily and
effectively. It is the responsibility of the internal audit function to provide the Audit Committee with independent and
objective reports on the state of internal controls and governance of the various operating units within the Group and
the extent of compliance of the units with the Group's established policies and procedures as well as relevant statutory
requirements.

The Group had appointed Sterling Business Alignment Consulting Sdn Bhd (“Sterling™), an independent consulting
firm to review the adequacy and integrity of its system of internal control. The independent consulting firm acts as the
internal auditor and reports directly to the Audit Committee.

The total fees paid to the Auditors for the financial year ended 31 March 2018 are as follows:-

1) Audit Fees
The total audit fees (including both statutory and non-statutory audits) charged by the External Auditors, exclusive
of expenses and applicable taxes, amounted to RM117,200 for the financial year ended 31 March 2018.

2) Non-Audit Fees
The total non-audit fees charged by the Internal Auditors for other services performed, exclusive of expenses and
applicable taxes, amounted to RM40,000 for the financial year ended 31 March 2018.

The Audit Committee assisted by the management, undertakes annual assessment of the suitability and independence
of the External Auditors. The assessment of the External Auditor was conducted by completing personalised evaluation
form as guided by the Corporate Governance Guide on Evaluation of External Auditors Performance and Independence
checklist. The factors considered by the Audit Committee in its assessment include, adequacy of professionalism
and experience of the staff, the resources of the external auditors, the fees and the independence of and the level of
non-audit services rendered to the Group. The Audit Committee has assess and is satisfied with the suitability and
the confirmation provided by the external auditors that they have complied with the ethical requirements regarding
independence with respect to the audit of the Group in accordance with all relevant professional and regulatory
requirements. The Audit Committee has recommended to the Board the reappointment of Messrs Baker Tilly Monteiro
Heng as the External Auditors.
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OTHER COMPLIANCE
INFORMATION

Material Contracts

There were no material contracts entered into by the Company and its subsidiary companies, involving Directors and
substantial shareholdings during the financial year.

Share Buy-back

There was no share buy-back by the Company.

Utilisation of Proceeds from the Private Placement

There were no private placement in financial year 2018.

Options, Warrants or Convertible Securities

There were no options, warrants or convertible securities issued or exercised during the financial year.
Imposition of Sanctions/Penalties

There were no public sanctions and/or penalties imposed on the Company and its subsidiaries, Directors or management
during the financial year.

Audit and Non-Audit Fees Paid/Payable
During the financial year ended 31 March 2018, the amount of audit and non-audit fees paid/payable by the Group and

the Company to the External Auditors and Internal Auditor for services rendered to the Company and its subsidiaries
were as follows:

Group Company

RM RM
Audit fee 117,200 44,000
Non-Audit fee 40,000 40,000

Variation in Results

The Company did not undertake any profit estimates, forecasts or projections for the financial year. There was no
material variance between the audited results for the financial year and unaudited results previously announced.

Profit Guarantee

There was no profit guarantee received or given by the Company during the financial year.
Recurrent Related Party Transactions

There were recurrent related party transactions during the financial year.

Contracts Relating to Loans
There were no contracts relating to loans made by the Company in respect of the abovementioned contracts.
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SUSTAINABILITY
REPORT 2018

INTRODUCTION

Versatile Creative Berhad (“the Group”) are committed to maintain the sustainability
towards our stakeholders which form an important part of our business. We believe
that by adopting sustainable principal will guide us through the journey of making the
world a better place to live in without compromising the profitability of the Company.

The Company aims to balance profitability with the protection of the environment and all stakeholders (investors,
customers, employees, suppliers and local communities) by creating positive impact and mitigating any negative impact
arising from its activities from the economic, environment and social aspects.

In view of its business activities, the Group plays a vital role in the growth of our national economy and, as such, it is
important that the Group consistently operates in a transparent and sustainable manner. During the year, the Group
reviewed and implemented initiatives that accorded with the key principles of sustainability, specifically in relation to the

three sustainability pillars of economic, environmental and social (EES) themes

ENVIRONMENT

Adhering to stringent environmental standards

The Group’s continuous efforts towards good
Environmental, Occupational Safety and Health

management practices has resulted in the subsidiaries
being accredited with ISO 14001:2004 (for Environmental
Management), ISO 9001:2008 (for Quality Management),
FSSC 22000 ( for Food Safety system management )
and a member of Sedex which focus on labour standards,
health & safety, environment and business integrity.

Environment friendly initiative

The Group is committed to ensure compliance with the
proper disposal of industrial waste by authorised agents.
Waste reduction and environmental control programme
had been implemented within the Group.

We also committed to ensuring to the best of our abilities.
Our manufacturing processes, especially procurement,
are environmentally responsible. We aim to produce
sustainable green packaging for our customers, not only
today but for the long term.

SOCIAL

Talent engagement

We believe that quality and conducive working
environment would rise efficiency and productivity as well
as improving the quality of life of the employees. We also
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strongly believe that human capital is the most important
asset of our organization. We know the value of our
intellectual capital and show this by encouraging personal
development and ensuring that they feel rewarded for the
work that they do.

The Group offer a competitive remuneration package to our
staff and incentives to those who meet set performance
targets. Other than benefit that's that are mandated and
defined by local legislation, the Group also provides its
employees with Group Hospitalisation Insurance and
other medical benefits.

In order to keep its employees motivated, committed and
to enhance their knowledge, the Group continuously strive
to offer and provide various training and development
skills to its employees. Various training were conducted
during the year including management skills training, soft
skills training, on-the job training, computer and system
training and etc.

Education

The Group continuously offers and accepts students
undergoing internship programmed required by their
educational institutions and universities in completing
their respective course.

Through this programme, it aims to provide students the
opportunity to apply what they have learned and expand
their knowledge whilst equipping them with the invaluable
on-the-job experience. Upon completing the internship
programme, full time employment will be offered to those
selected.
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SUSTAINABILITY REPORT 2018

We are committed to provide a healthy and safe working
environment for all our staff. Personal Protective
Equipment (safety boots, ear plugs and hair nets) is
available to all workers on a needs basis. A Quality
Environment Health & Safety management system such
as a “Company Bomba Team” is in place and this is subject
to inspection by Jabatan Bomba. We conduct briefings to
our staff to create and reinforce the awareness on health
and safety.

The health and safety of employees at the workplace is
important to the Group. Health and safety policies of the
Group are reviewed periodically and improved whenever
necessary. Emphasis is placed on providing a safe, clean,
hygienic and healthy working environment.

The Group provides medical and hospitalisation insurance
coverage for foreign workers and has arranged periodic
hearing tests for the workers that operate machines with
high noise level. At our Pandan Indah factory, the workers
are provided with clean and hygienic facilities for the
cooking requirements, working distance to convenience
retail shop and most importantly, a safe living environment.

Outdoor and in-house group recreational activities, team-
building sessions and, dinner gatherings are held to
promote staff unity, cultural integration, co-operation and
team spirit.

A few of the noteworthy activities held were:

(i) A Hari Raya celebration lunch and dinner for the staff;

(i) A “Hungry Ghost” Prayers;

(i) A Chinese New Year lunch for Managers, Head of
Departments and the Company’s executives; and

(iv) Ateam building session for marketing staff and middle
management of the company.

ECONOMIC

Adherence to corporate governance

The Group firmly believes that strong sustainability
governance is the foundation for delivering positive
performance by integrating sustainability process into
business strategy. A good governance practice is the
fundamental for an effective and transparent operation of
a company. They are essential to a company'’s ability to
attract investment and protect the rights and interests of
its stakeholders.
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As stewards of the Group, the Board of Directors plays
an essential role in determining strategic priorities. The
Board, the highest governance body of the Group, has
ultimate responsibilities on directing growth strategies,
supervising executive management and ensuring corporate
governance policies and practices are implemented within
the Group.

Being a Public Listed Company requires Versatile to
adhere to corporate governance guidelines, set by Bursa
Malaysia Berhad, Ministry of Finance and Securities
Commission Malaysia. We at Versatile takes compliance
very seriously and always ensure that we do not violate
any law and regulations intentionally. In ensuring that we
adhere to the regulations, we are maintaining effective
control structure for the proper conduct of business
operations. This includes;

e Audit Committee;
¢ Nomination and Remuneration Committee; and
¢ Remuneration Committee

CONCLUSION

This is the first Sustainability Statement for the Group.
As such, it has been a useful exercise to help the Group
identify areas of high performance and shortcomings
across all departments and the sustainability pillars.

The outcome of this first Sustainability Statement will be
used for the Group to prepare a sustainability strategy in
order to address the most pressing sustainability issues
that affect the Group’s business and operations that have
the greatest impact on our stakeholders.

Versatile will define priority areas in sustainability, setting
in place the relevant action plan and targets for the coming
years. The performance in these priority areas will be
reviewed regularly to monitor the progress, and priorities
may be redefined to integrate other material sustainability
issues that may arise.

Moving forward in the Group’'s sustainability journey,
it will concurrently continue to focus on developing
quality products and services that generate returns for
shareholders while balancing the interests of other
stakeholders.
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DIRECTORS’
REPORT

DIRECTORS’' REPORT

The directors hereby submit their report together with the audited financial statements of the Group and of the Company
for the financial year ended 31 March 2018.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The principal activities of the subsidiaries are disclosed in
Note 6 to the financial statements.

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

RESULTS
Group Company
RM RM
(Loss)/Profit for the financial year, net of tax (6,601,213) 28,487
Attributable to:
Owners of the Company (6,601,213) 28,487

DIVIDENDS

No dividends were paid or declared by the Company since the end of the previous financial year.

The directors also do not recommend the payment of any dividends in respect of the financial year ended 31 March
2018.

RESERVES AND PROVISIONS

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

BAD AND DOUBTFUL DEBTS

Before the financial statements of the Group and of the Company were prepared, the directors took reasonable steps to
ascertain that action had been taken in relation to the writing off of bad debts and the making of allowance for doubtful
debts, and had satisfied themselves that all known bad debts had been written off and adequate allowance had been
made for doubtful debts.

At the date of this report, the directors are not aware of any circumstances that would render the amount written off

for bad debts, or the amount of the allowance for doubtful debts, in the financial statements of the Group and of the
Company inadequate to any substantial extent.
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DIRECTORS’ REPORT

(Continued)

CURRENT ASSETS

Before the financial statements of the Group and of the Company were prepared, the directors took reasonable steps
to ensure that any current assets which were unlikely to be realised in the ordinary course of business including their
values as shown in the accounting records of the Group and of the Company had been written down to an amount which
they might be expected so to realise.

At the date of this report, the directors are not aware of any circumstances which would render the values attributed to
the current assets in the financial statements of the Group and of the Company misleading.

VALUATION METHODS

At the date of this report, the directors are not aware of any circumstances which have arisen which render adherence
to the existing methods of valuation of assets or liabilities of the Group and of the Company misleading or inappropriate.
CONTINGENT AND OTHER LIABILITIES

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

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

(ii) any contingent liabilities in respect of the Group or of the Company that has arisen since the end of the financial
year.

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

CHANGE OF CIRCUMSTANCES

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 that would render any amount stated in the financial statements
misleading.

ITEMS OF MATERIAL AND UNUSUAL NATURE

In the opinion of the directors, except as stated in Note 9(a) and Note 30(b) to the financial statements,

(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

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

(Continued)

ISSUE OF SHARES AND DEBENTURES

During the financial year, the Company did not issue any shares or debentures.

DIRECTORS

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

Dato’ Lee Kwee Hiang *

Dato’ Eow Kwan Hoong *

Chan Feoi Chun

Dato’ Chew Weng Kit

Dato’ Wong Kong Choong @ Leong Kong Choong

Yap Jee Wye (Resigned on 8 July 2018)

Wan Tak Chuen (Resigned on 5 March 2018)
Prof Dr Huang Minxi (Appointed on 6 December 2017, resigned on 24 May 2018)
Fathi Ridzuan Bin Ahmad Fauzi (Appointed on 21 August 2018)
To' Puan Rozana Binti Tan Sri Redzuan (Appointed on 21 August 2018)
Chang Chen Seng (Appointed on 21 August 2018)
Dato’ Sri Wira Ayub Bin Haji Yaakob (Appointed on 21 August 2018)
Lim Siew Yeng (Appointed on 21 August 2018)
Khat Chee How (Appointed on 21 August 2018)
Datuk Hew Lee Lam Sang (Appointed on 30 August 2018)
Dato’ Seri Mohd Shariff Bin Omar (Appointed on 30 August 2018)
Tan Sri Datuk Seri Panglima Abdul Gani Patail (Appointed on 30 August 2018)

* Directors of the Company and its subsidiaries

DIRECTORS' INTERESTS

According to the Register of Directors' shareholdings required to be kept by the Company under Section 59 of the
Companies Act 2016 in Malaysia, the interests of the directors in office at the end of the financial year in shares in the
Company and its related corporations during the financial year were as follows:

Number of ordinary shares

At At

1.4.2017 Bought Sold 31.3.2018
The Company
Direct interests:
Dato’ Wong Kong Choong @ Leong Kong Choong 1,705,000 5,616,600 (2,405,000) 4916,600
Yap Jee Wye 93,200 2,031,000 (251,400) 1,872,800
Indirect interests:
Dato’ Chew Weng Kit # 26,160,770 - (19943,600) 6,217,170
Dato’ Wong Kong Choong @ Leong Kong Choong " 4,925,000 256,000 (2,767,000) 2,414,000

# Deemed interest by virtue of his interest in Rica Holdings (M) Sdn. Bhd.
~ Deemed interest by viture of his interest in GT-M Sign Sdn. Bhd.

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

DIRECTORS' BENEFITS

Since the end of the previous financial year, no director of the Company has received or become entitled to receive any
benefit (other than benefits included in the aggregate amount of emoluments received or due and receivable, by the
directors as disclosed in Note 26 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.
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DIRECTORS’ REPORT

(Continued)

Neither during, nor at the end of the financial year, was the Company a party to any arrangements where the object is
to enable the directors to acquire benefits by means of the acquisition of shares in, or debentures of the Company or

any other body corporate.

INDEMNITY TO DIRECTORS AND OFFICERS

During the financial year, the total amount of indemnity coverage and premium paid for the directors and officers of the
Company ranging from RM250,000 to RM5,000,000 and RM11,400 respectively.

SUBSIDIARIES
The details of the Company’s subsidiaries are disclosed in Note 6 to the financial statements.

Other than the subsidiary with modified opinions in the auditors’ reports as disclosed in Note 6 to the financial statements,
the available auditors’ reports on the accounts of the remaining subsidiaries did not contain any qualification.

SIGNIFICANT EVENTS DURING AND SUBSEQUENT TO THE FINANCIAL YEAR

Details of significant events during and subsequent to the financial year are disclosed in Note 30 to the financial
statements.

AUDITORS' REMUNERATION

Details of auditors’ remuneration are disclosed in Note 21 to the financial statements.

INDEMNITY TO AUDITORS

The Company has agreed to indemnify the auditors of the Company as permitted under Section 289 of the Companies
Act 2016 in Malaysia.

AUDITORS

The auditors, Messrs Baker Tilly Monteiro Heng, have expressed their willingness to continue in office.
This report was approved and signed on behalf of the Board of Directors in accordance with a resolution of the directors:

Director

Director

Kuala Lumpur

Date: 7 September 2018

VERSATILE CREATIVE BERHAD
ANNUAL REPORT 2018 Company No. 603770 - D

P
®
o
/Q_p\
B>
B
ﬂ’ 111}

61



62

STATEMENTS OF
FINANCIAL POSITION

AS AT 31 MARCH 2018

Group Company
2018 2017 2018 2017
Note RM RM RM RM
ASSETS
Non-current assets
Property, plant and equipment 5 46,973,600 46,729,013 3172 4747
Investment in subsidiaries 6 - - 21877173 21877173
Other investments 7 14,982,577 11,828,350 - -
Total non-current assets 61956177 58,557,363 21,880,345 21,881920
Current assets
Inventories 8 7,915,876 5,129,733 = -
Tax recoverable 90,720 - - -
Trade and other receivables 9 22,933,098 22,327,626 5,636,329 5,337,317
Other investments 7 868,017 3,235,276 - -
Cash and bank balance and short-term
deposits 10 1,021,101 1,535,258 3,420 23,032
Total current assets 32,828,812 32,227,893 5,639,749 5,360,349
TOTAL ASSETS 94784989 90,785,256 27,520,094 27,242,269
EQUITY AND LIABILITIES
Equity attributable to the owners of the
Company
Share capital n 63,142,372 63142372 60,142,372 60,142,372
Fair value reserve 13 3,010,759 (392,683) - -
Revaluation reserve 14 16,098,848 16,448,557 - -
Accumulated losses (30,121,815)  (23,870,311)  (33,416,362) (33,444,849)
TOTAL EQUITY 52130164 55327935 26,726,010 26,697,523
Non-current liabilities
Loans and borrowings 15 492,821 1,844,428 - -
Deferred tax liabilities 16 7,022,690 6,577,673 - -
Total non-current liabilities 7,515,511 8,422,101 - -
Current liabilities
Loans and borrowings 15 18,156,448 15,766,304 - -
Trade and other payables 17 16,715,263 11,098,331 794,084 544,746
Current tax liabilities 267,603 170,585 - -
Total current liabilities 35,139,314 27,035,220 794,084 544746
TOTAL LIABILITIES 42,654,825 35,457,321 794,084 544,746
TOTAL EQUITY AND LIABILITIES 94784989 90,785,256 27,520,094 27,242,269

The accompanying notes from an integral part of these financial statements.
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STATEMENTS OF
COMPREHENSIVE INCOME

FOR THE FINANCIAL YEAR ENDED 31 MARCH 2018

Group Company
2018 2017 2018 2017
Note RM RM RM RM
Revenue 18 55,203,462 47,481,156 3,061,391 1,054,019
Cost of sales 19 (44,889,734)  (39,122,013) = -
Gross profit 10,313,728 8,359,143 3,061,391 1,054,019
Other operating income 1,398,744 3,006,391 261,313 190,105
Distribution costs (3312,427)  (2,126,450) = -
Administrative expenses (13120,791) (7482135)  (3,294,217) (2,718,429)
Operating (loss)/profit (4,720,746) 1,756,949 28,487 (1,474,305)
Finance costs (net) 20 (966,935) (1,026,182) - -
(Loss)/Profit before tax 21 (5,687,681) 730,767 28,487 (1,474,305)
Taxation 22 (913,532) (659,888) - -
(Loss)/Profit for the financial year (6,601,213) 70,879 28,487 (1,474,305)
Other comprehensive income/(expense) for
the finanical year, net of tax: 23
Items that are or may be reclassified
subsequently to profit or loss
Fair value adjustment on revaluation of
property, plant and equipment - 11,750,770 - -
Fair value gain/(loss) of a available-for-sale
financial asset 3,403,442 (1,004,175) - -
3403442 10,746,595 - -
Total comprehensive (loss)/income for the
financial year (3197,771) 10,817,474 28,487 (1,474,305)
(Loss)/Profit attributable to:
Owners of the Company (6,601,213) 70,879 28,487 (1,474,305)
Total comprehensive (loss)/income
attributable to:
Owners of the Company (3197,771) 10,817,474 28,487 (1,474,305)
(Loss)/Profit per ordinary share attributable
to owners of the Company (sen)
- Basic 24 (5.63) 0.06
- Diluted 24 (5.63) 0.06
The accompanying notes from an integral part of these financial statements.
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STATEMENTS OF CHANGES IN EQUITY
FOR THE FINANCIAL YEAR ENDED 31 MARCH 2018

(Continued)

<— Attributable to owners of the Company ——>

Share Share Accumulated Total
capital premium losses equity
RM RM RM RM

Company
At 1 April 2016 58,669,340 1,473,032  (31970,544) 28171828
Transition to no-par value regime 1,473,032 (1,473,032) - -
Total comprehensive loss for the financial year - - (1,474,305) (1,474,305)
At 31 March 2017 60,142,372 - (33444,849) 26,697,523
Total comprehensive income for the financial year - - 28,487 28,487
At 31 March 2018 60,142,372 - (33416,362) 26,726,010

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

FOR THE FINANCIAL YEAR ENDED 31 MARCH 2018

Group Company
2018 2017 2018 2017
Note RM RM RM RM
CASH FLOWS FROM OPERATING
ACTIVITIES:
(Loss)/Profit before tax (5,687,681) 730,767 28,487 (1,474,305)
Adjustments for:
Depreciation of property, plant and equipment 3,254,789 3,336,790 1,975 1,873
Finance costs 1,100,513 1,051,467 - -
Finance income (133,578) (25,285) - -
Gain on disposal of property, plant and
equipment (36,299) (2,213,014) - -
Impairment loss on goodwill - 2,200 - -
Impairment loss on trade and other receivables 3,112,628 27,526 - -
Gain on disposal of other investments (918,526) - - -
Reversal of impairment loss on trade and other
receivables (41,328) (221,175) - -
Unrealised loss/(gain) on foreign exchange 254,771 (292,579 - -
Operating profit/(loss) before working capital
changes 905,289 2,396,697 30,062  (1,472,432)
Changes in working capital:
Inventories (2,786,143) (234,590) - -
Receivables (3931,543)  (1903,325) (42,728) (82,396)
Payables 5,616,932 1,475,524 245,762 121,209
Cash flows (used in)/from operations (195,465) 1,734,306 233,096 (1,433,619)
Interest received 133,578 25,285 - -
Interest paid (258,153) (262,696) - -
Income tax refund 151,874 - - -
Income tax paid (614,091 (131133) - -
Net cash flows (used in)/from operating
activities (782,257) 1,365,762 233,096 (1,433,619)
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STATEMENTS OF CASH FLOWS

FOR THE FINANCIAL YEAR ENDED 31 MARCH 2018

(Continued)

Group Company
2018 2017 2018 2017
Note RM RM RM RM
CASH FLOWS FROM INVESTING
ACTIVITIES:
Acquisition of a subsidiary, net of cash - - - (2)
Additional investment in a subsidiary - - (99,998)
Fixed deposits held as security value (23,353) (38,448) -
Purchase of property, plant and equipment 5(d) (3,379,187) (506,327) = -
Proceeds from disposal of property, plant and
equipment 36,301 109,322 - -
Proceeds from disposal of other investments 3,535,000
Repayment of loan by subsidiaries - (252,708) 1,404,487
Net cash flows from/(used in) investing
activities 168,761 (435,453) (252,708) 1,304,487
CASH FLOWS FROM FINANCING
ACTIVITIES:
Interest paid (842,360) (788,771 - -
Drawdown of borrowings 2,492,000 1,549,000 - -
Repayment of finance lease liabilities (1,837,404)  (1,636,663) - -
Net cash flows used in financing activities (a) (187, 764) (876,434) - -
NET CHANGE IN CASH AND CASH
EQUIVALENTS (801,260) 53,875 (19,612) (129,132)
CASH AND CASH EQUIVALENTS AT THE
BEGINNING OF THE FINANCIAL YEAR (2,731,065)  (2,784,940) 23,032 152,164
CASH AND CASH EQUIVALENTS AT THE
END OF THE FINANCIAL YEAR (b) (3,532,325)  (2,731,065) 3,420 23,032

(a) Changes in liabilities arising from financing activities are cash flows changes. Thus, disclosure on reconciliation of
liabilities from financing activities are not presented.

(b) Cash and cash equivalents included in the statements of cash flows comprise the following:

Group Company
2018 2017 2018 2017
RM RM RM RM
Cash and bank balances 196,980 734,490 3,420 23,032
Short-term deposits 824121 800,768 - -
Less: Bank overdraft (3,729,305)  (3,465,555) = -
Short-term deposits held as security value (824,121) (800,768) - -
(3,532,325)  (2,731,065) 3,420 23,032
The accompanying notes form an integral part of these financial statements.
hog @ @l 7 ‘ ANNUAL REPORT 2018 VERSAJ:;'E‘,:"T,E::‘“%;%,%H?S

67



68

VERSATILE CREATIVE BERHAD 58 =
Company No. 603770 - D ANNUAL REPORT 2018 ‘ T e @ S

NOTES TO THE
FINANCIAL STATEMENTS

CORPORATE INFORMATION

Versatile Creative Berhad (“the Company”) is a public limited liability company, incorporated and domiciled in
Malaysia and is listed on the Main Market of Bursa Malaysia Securities Berhad. The registered office of the Company
is located at Suite 10.02, Level 10, The Gardens South Tower, Mid Valley City, Lingkaran Syed Putra, 59200 Kuala
Lumpur. The principal place of business of the Company is located at Lot 30745, Jalan Pandan Indah, Pandah
Indah, 55100 Kuala Lumpur.

The principal activity of the Company is investment holding. The principal activities of its subsidiaries are disclosed
in Note 6 to the financial statements.

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

The financial statements were authorised for issue by the Board of Directors in accordance with a resolution of the
directors on 07 September 2018.

BASIS OF PREPARATION

2.1 Statement of compliance

The financial statements of the Group and of the Company have been prepared in accordance with the
Malaysian Financial Reporting Standards (“MFRSs"), the International Financial Reporting Standards and the
requirements of the Companies Act 2016 in Malaysia.

2.2 New MFRSs and Amendments/Improvements to MFRSs

(a) Adoption of Amendments/Improvements to MFRSs

The Group and the Company have adopted the following amendments/improvements to MFRSs that are
mandatory for the current financial year:

Amendments/Improvements to MFRSs

MFRS 5  Disclosure of Interests in Other Entities
MFRS 7  Statement of Cash Flows
MFRS 10 Income Taxes

The adoption of the above amendments/improvements to MFRSs did not have any significant effect on
the financial statements of the Group and of the Company, and did not result in significant changes to the
Group's and the Company’s existing accounting policies.
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NOTES TO THE FINANCIAL STATEMENTS

2. BASIS OF PREPARATION (CONT'D)

2.2 New MFRSs and Amendments/Improvements to MFRSs (Cont'd)

(Continued)

(b) New MFRSs, amendments/improvements to MFRSs, new IC Interpretation (“IC Int") and
amendments to IC Int that have been issued, but yet to be effective

The Group and the Company have not adopted the following new MFRSs, amendments/improvements to
MFRSs, new IC Int and amendments to IC Int that have been issued, but yet to be effective:

Effective for financial
periods beginning on or after

New MFRSs

MFRS 9
MFRS 15
MFRS 16
MFRS 17

Financial Instruments

Revenue from Contracts with Customers
Leases

Insurance Contracts

Amendments/Improvements to MFRSs

MFRS 1
MFRS 2
MFRS 3
MFRS 4
MFRS 6

MFRS 9
MFRS 10

MFRS 11
MFRS 14
MFRS 101
MFRS 108

MFRS 112
MFRS 119
MFRS 123
MFRS 128

MFRS 134
MFRS 137

MFRS 138
MFRS 140

New IC Int
IC Int 22

IC Int 23

First-time Adoption of MFRSs
Share-based Payment

Business Combinations

Insurance Contracts

Exploration for and Evaluation of Mineral
Resources

Financial Instruments

Consolidated Financial Statements

Joint Arrangements

Regulatory Deferral Accounts
Presentation of Financial Statements
Accounting Policies, Changes in Accounting
Estimates and Error

Income Taxes

Employee Benefits

Borrowing Costs

Investments in Associates and Joint
Ventures

Interim Financial Reporting
Provision, Contingent Liabilities and
Contingent Assets

Intangible Assets

Investment Property

Foreign Currency Transaction and Advance
Consideration
Uncertainty over Income Tax Treatments
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1 January 2018
1 January 2018
1 January 2019
1 January 2021

1 January 2018

1 January 2018/1 January 2020*
1 January 2019/1 January 2020*
1 January 2018

1 January 2020*

1 January 2019
Deferred

1 January 2019
1 January 2020*
1 January 2020*
1 January 2020*

1 January 2017

1 January 2019

1 January 2019

1 January 2018/1 January 2019/
Deferred

1 January 2020*

1 January 2020~

1 January 2020*
1 January 2018
1 January 2018

1 January 2019

VERSATILE CREATIVE BERHAD
Company No. 603770 - D

69



70

NOTES TO THE FINANCIAL STATEMENTS

(Continued)

2. BASIS OF PREPARATION (CONT'D)

2.2 New MFRSs and Amendments/Improvements to MFRSs (Cont'd)

(b) New MFRSs, amendments/improvements to MFRSs, new IC Interpretation (“IC Int") and
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amendments to IC Int that have been issued, but yet to be effective (Cont'd)

The Group and the Company have not adopted the following new MFRSs, amendments/improvements
to MFRSs, new IC Int and amendments to IC Int that have been issued, but yet to be effective (Cont'd):

Effective for financial
periods beginning on

or after

Amendments to IC Int

IC Int12 Service Concession Arrangements 1 January 2020*

IC Int 19 Extinguishing Financial Liabilities with Equity 1 January 2020*
Instruments

IC Int 20 Stripping Costs in the Production Phase of a 1 January 2020*
Surface Mine

IC Int 22 Foreign Currency Transaction and Advance 1 January 2020*
Consideration

IC Int 132 Intangible Assets — Web Site Costs 1 January 2020*

* Amendments to References to the Conceptual Framework in MFRS Standards

The Group and the Company plan to adopt the above applicable new MFRSs, amendments/improvements
to MFRSs, new IC Int and amendments to IC Int when they become effective. A brief discussion on the
above significant new MFRSs, amendments/improvements to MFRSs, new IC Int and amendments to IC
Int are summarised below:

MFRS 9 Financial Instruments
Key requirements of MFRS 9:

e MFRS 9 introduces an approach for classification of financial assets which is driven by cash flow
characteristics and the business model in which an asset is held. The new model also results in a
single impairment model being applied to all financial instruments:

In essence, if a financial asset is a simple debt instrument and the objective of the entity’s business
model within which it is held is to collect its contractual cash flows, the financial asset is measured
at amortised cost. In contrast, if that asset is held in a business model the objective of which is
achieved by both collecting contractual cash flows and selling financial assets, then the financial
asset is measured at fair value in the statements of financial position, and amortised cost information
is provided through profit or loss. If the business model is neither of these, then fair value information
is increasingly important, so it is provided both in the profit or loss and in the statements of financial
position.
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

2. BASIS OF PREPARATION (CONT'D)

2.2 New MFRSs and Amendments/Improvements to MFRSs (Cont'd)

(b) New MFRSs, amendments/improvements to MFRSs, new IC Interpretation (“IC Int”") and
amendments to IC Int that have been issued, but yet to be effective (Cont'd)

MFRS 9 Financial Instruments (Cont’d)
Key requirements of MFRS 9 (Cont'd):

¢ MFRS 9 introduces a new, expected-loss impairment model that will require more timely recognition
of expected credit losses. Specifically, this Standard requires entities to account for expected credit
losses from when financial instruments are first recognised and to recognise full lifetime expected
losses on a more timely basis. The model requires an entity to recognise expected credit losses at
all times and to update the amount of expected credit losses recognised at each reporting date to
reflect changes in the credit risk of financial instruments. This model eliminates the threshold for
the recognition of expected credit losses, so that it is no longer necessary for a trigger event to have
occurred before credit losses are recognised.

¢ MFRS 9 introduces a substantially-reformed model for hedge accounting, with enhanced disclosures
about risk management activity. The new model represents a significant overhaul of hedge accounting
that aligns the accounting treatment with risk management activities, enabling entities to better
reflect these activities in their financial statements. In addition, as a result of these changes, users
of the financial statements will be provided with better information about risk management and the
effect of hedge accounting on the financial statements.

MFRS 15 Revenue from Contracts with Customers

The core principle of MFRS 15 is that an entity recognises revenue to depict the transfer of promised
goods or services to customers in an amount that reflects the consideration to which the entity expects
to be entitled in exchange for those goods or services. An entity recognises revenue in accordance with
the core principle by applying the following steps:

() identify the contracts with a customer;

(i) identify the performance obligation in the contract;

(iii) determine the transaction price;

(iv) allocate the transaction price to the performance obligations in the contract; and
(v) recognise revenue when (or as) the entity satisfies a performance obligation.

MFRS 15 also includes new disclosures that would result in an entity providing users of financial
statements about the nature, amount, timing and uncertainty of revenue and cash flows from contracts

with customers.

The following MFRSs and IC Interpretations will be withdrawn on the application of MFRS 15:

MFRS 111 Construction Contracts

MFRS 118 Revenue

IC Interpretation 13 Customer Loyalty Programmes

IC Interpretation 15 Agreements for the Construction of Real Estate

IC Interpretation 18 Transfers of Assets from Customers

IC Interpretation 131 Revenue - Barter Transactions Involving Advertising Services
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

2. BASIS OF PREPARATION (CONT'D)

2.2 New MFRSs and Amendments/Improvements to MFRSs (Cont'd)

(b) New MFRSs, amendments/improvements to MFRSs, new IC Interpretation (“IC Int") and
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amendments to IC Int that have been issued, but yet to be effective (Cont'd)
MFRS 16 Leases

Currently under MFRS 117 Leases, leases are classified either as finance leases or operating leases. A
lessee recognises on its statements of financial position assets and liabilities arising from the finance
leases.

MFRS 16 eliminates the distinction between finance and operating leases for lessees. All leases will be
brought onto its statements of financial position except for short-term and low value asset leases.

Amendments to MFRS 9 Financial Instruments
Amendments to MFRS 9 allow companies to measure prepayable financial assets with negative
compensation at amortised cost or at fair value through other comprehensive income if certain conditions

are met.

The amendments also clarify that when a financial liability measured at amortised cost is modified
without this resulting in derecognition, a gain or loss should be recognised in profit or loss.

Amendments to MFRS 112 Income Taxes

Amendments to MFRS 112 clarify that an entity recognises the income tax consequences of dividends in
profit or loss because income tax consequences of dividends are linked more directly to past transactions
than to distributions to owners, except if the tax arises from a transaction which is a business combination
or is recognised in other comprehensive income or directly in equity.

Amendments to MFRS 119 Employee Benefits

Amendments to MFRS 119 require an entity to use updated actuarial assumptions to determine current
service cost and net interest for the remainder of the annual reporting period after the plan amendment,
curtailment or settlement when the entity remeasures its net defined benefit liability (asset).
Amendments to MFRS 123 Borrowing Costs

Amendments to MFRS 123 clarify that when a qualifying asset is ready for its intended use or sale, an

entity treats any outstanding borrowing made specifically to obtain that qualifying asset as part of general
borrowings.
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

2. BASIS OF PREPARATION (CONT'D)
2.2 New MFRSs and Amendments/Improvements to MFRSs (Cont'd)

(b) New MFRSs, amendments/improvements to MFRSs, new IC Interpretation (“IC Int") and
amendments to IC Int that have been issued, but yet to be effective (Cont'd)

IC Int 22 Foreign Currency Transactions and Advance Consideration

IC Int 22 clarifies that the date of the transaction for the purpose of determining the exchange rate to use
on initial recognition of the related asset, expense or income (or part of it) is the date on which an entity
initially recognises the non-monetary asset or non-monetary liability arising from the payment or receipt
of advance consideration.

IC Int 23 Uncertainty over Income Tax Treatments
IC Int clarifies that where there is uncertainty over income tax treatments, an entity shall:

(i) assume that a taxation authority will examine amounts it has a right to examine and have full
knowledge of all related information when making those examinations.

(ii) reflect the effect of uncertainty in determining the related tax position (using either the most likely
amount or the expected value method) if it concludes it is not probable that the taxation authority will
accept an uncertain tax treatment.

Amendments to References to the Conceptual Framework in MFRS Standards

The Malaysian Accounting Standards Board has issued a revised Conceptual Framework for Financial
Reporting and amendments to fourteen Standards under the Malaysian Financial Reporting Standards
Framework on 30 April 2018.

The revised Conceptual Framework comprises a comprehensive set of concepts of financial reporting. It
is built on the previous version of the Conceptual Framework issued in 2011. The changes to the chapters
on the objective of financial reporting and qualitative characteristics of useful financial information are
limited, but with improved wordings to give more prominence to the importance of providing information
need to assess management'’s stewardship of the entity’'s economic resources.

Other improvements of the revised Conceptual Framework include a new chapter on measurement,
guidance on reporting financial performance, improved definitions and guidance - in particular
the definition of a liability — and clarifications in important areas, such as the role of prudence and
measurement uncertainty in financial reporting.

The amendments to the fourteen Standards are to update the references and quotations in these
Standards which include MFRS 2, MFRS 3, MFRS 6, MFRS 14, MFRS 101, MFRS 108, MFRS 134, MFRS
137, MFRS 138, IC Int 12, IC Int 19, IC Int 20, IC Int 22 and IC Int 132.

(c) The Group is currently performing a detailed analysis to determine the election of the practical expedients
and to quantify the financial effects arising from the adoption of the new MFRSs, amendments/
improvements to MFRSs and new IC Int.
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

2. BASIS OF PREPARATION (CONT'D)

2.3

2.4

2.5

Functional and presentation currency

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

Basis of measurement

The financial statements of the Group and of the Company have been prepared on the historical cost basis,
except as otherwise disclosed in Note 3 to the financial statements.

Use of estimates and judgement

The preparation of financial statements in conformity with MFRSs requires the use of certain critical accounting
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosures of
contingent assets and liabilities at the date of the financial statements, and the reported amounts of the
revenue and expenses during the reporting period. It also requires directors to exercise their judgement in
the process of applying the Group's and the Company's accounting policies. Although these estimates and
judgement are based on the directors’ best knowledge of current events and actions, actual results may
differ.

The areas involving a higher degree of judgement or complexity, or areas where assumptions and estimates
that are significant to the financial statements are disclosed in Note 4 to the financial statements.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Unless otherwise stated, the following accounting policies have been applied consistently to all the financial years
presented in the financial statements of the Group and of the Company.

3.1

VERSATILE CREATIVE BERHAD

Basis of consolidation

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

(a) Subsidiaries and business combination
Subsidiaries are entities (including structured entities) over which the Group is exposed, or has rights,
to variable returns from its involvement with the acquirees and has the ability to affect those returns

through its power over the acquirees.

The financial statements of subsidiaries are included in the consolidated financial statements from the
date the Group obtains control of the acquirees until the date the Group losses control of the acquirees.

The Group applies the acquisition method to account for business combinations from the acquisition date.
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

3.1

Basis of consolidation (Cont’'d)

(a) Subsidiaries and business combination (Cont'd)

For a new acquisition, goodwill is initially measured at cost, being the excess of the following:

¢ the fair value of the consideration transferred, calculated as the sum of the acquisition date fair value
of assets transferred (including contingent consideration), the liabilities incurred to former owners of
the acquiree and the equity instruments issued by the Group. Any amounts that relate to pre-existing
relationships or other arrangements before or during the negotiations for the business combination,
that are not part of the exchange for the acquiree, will be excluded from the business combination
accounting and be accounted for separately; plus

¢ the recognised amount of any non-controlling interests in the acquiree either at fair value or at the
proportionate share of the acquiree’s identifiable net assets at the acquisition date (the choice of
measurement basis is made on an acquisition-by-acquisition basis); less

e the net fair value of the identifiable assets acquired and the liabilities assumed at the acquisition date.

After initial recognition, goodwill in measured at loss less any accumulated impairment losses. The
policy for the recognition and measurement of impairment losses is in accordance with Note 3.11(b) to
the financial statements.

When the excess is negative, a bargain purchase gain is recognised immediately in profit or loss at the
acquisition date.

Transaction costs, other than those associated with the issue of debt or equity securities, that the Group
incurs in connection with a business combination are expensed as incurred.

Upon the loss of control of subsidiary, the Group derecognises the assets and liabilities of the former
subsidiary, any non-controlling interests and the other components of equity related to the former
subsidiary from the consolidated statement of financial position. Any gain or loss arising on the loss of
control is recognised in profit or loss. If the Group retains any interest in the former subsidiary, then such
interest is measured at fair value at the date that control is lost.

Changes in the Group’s ownership interest in a subsidiary that do not result in a loss of control are
accounted for as equity transactions. The difference between the Group’s share of net assets before and
after the change, and the fair value of the consideration received or paid, is recognised directly in equity.

(b) Transactions eliminated on consolidation

Intra-group balances and transactions, and any unrealised income and expenses arising from intra-group
transactions are eliminated in preparing the consolidated financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

3.2 Separate financial statements

In the Company’s statement of financial position, investment in subsidiaries are measured at cost less any

accumulated impairment losses, unless the investment is classified as held for sale or distribution. The policy
for the recognition and measurement of impairment losses shall be applied on the same basis as would be

3.3

VERSATILE CREATIVE BERHAD

required for impairment of non-financial assets as disclosed in Note 3.11(b) to the financial statements.
Property, plant and equipment

(a) Recognition and measurement

Property, plant and equipment (other than the land and buildings) are measured at cost less accumulated
depreciation and any accumulated impairment losses. The policy for the recognition of measurement of
impairment losses is in accordance with Note 3.11(b) to the financial statements.

Land and buildings are measured at fair value, based on valuations by external independent valuers, less
accumulated depreciation on buildings and any accumulated impairment losses recognised after the date
of revaluation. Valuations are performed with sufficient regularity to ensure that the fair value of the land
and buildings does not differ materially from the carrying amount. Any accumulated depreciation as at
the date of revaluation is eliminated against the gross carrying amount of the asset and the net amount
is restated to the revalued amount of the asset.

A revaluation surplus is recognised in other comprehensive income and credited to the revaluation
reserve. However, the increase shall be recognised in profit or loss to the extent that it reverses a
revaluation decrease of the same asset previously recognised in profit or loss. If an asset’s carrying
amount is decreased as a result of a revaluation, the decrease shall be recognised in profit or loss.
However, the decrease shall be recognised in other comprehensive income to the extent of any credit
balance existing in the revaluation reserve in respect of that asset.

The revaluation reserve is transferred to retained earnings or accumulated losses as the assets are
used. The amount of revaluation reserve transferred is the difference between depreciation based on the
revalued carrying amount of the asset and depreciation based on the asset’s original cost.

Cost of assets includes expenditures that are directly attributable to the acquisition of the asset and any
other costs that are directly attributable to bringing the asset to working condition for its intended use,
and the costs of dismantling and removing the items and restoring the site on which they are located.
The cost of self-constructed assets also includes cost of materials, direct labour, and any other direct
attributable costs but excludes internal profits. For qualifying assets, borrowing costs are capitalised in
accordance with the accounting policy on borrowing costs in Note 3.16 to the financial statements.

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

When significant parts of an item of property, plant and equipment have different useful lives, they are
accounted for as separate items of property, plant and equipment.

s
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

3.3

3.4

Property, plant and equipment (Cont'd)

(b) Subsequent cost

The cost of replacing a part of an item of property, plant and equipment is included in the asset's
carrying amount or recognised as a separate asset, as appropriate, only when it is probable that the
future economic benefits associated with the part will flow to the Group or the Company and its cost can
be measured reliably. The carrying amount of the replaced part is derecognised. All other repairs and
maintenance are charged to the profit or loss as incurred.

(c) Depreciation
Freehold land has an unlimited useful life and therefore is not depreciated.
All other property, plant and equipment are depreciated on straight line basis by allocating their

depreciable amounts over their remaining useful lives. The principal annual rates or periods used for this
purpose are as follows:

Leasehold land and building 47 years
Motor vehicles 10 - 20%
Plant and machinery 10 - 20%
Office equipment, furniture and fittings, and renovation 10 - 20%
Buildings 2%

The residual values, useful lives and depreciation methods are reviewed at the end of each reporting
period and adjusted if appropriate.

(d) Derecognition

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

Inventories

Inventories are measured at the lower of cost and net realisable value.

Costs incurred in bringing the inventories to their present location and condition are accounted for as follows:

e raw materials: purchase costs on a weighted average cost basis.

e finished goods and work-in-progress: costs of direct materials and labour and a proportion of
manufacturing overheads based on normal operating capacity. These costs are assigned on a weighted

average cost basis.

Net realisable value is the estimated selling price in the ordinary course of business, less the estimated costs
of completion and the estimated costs necessary to make the sale.
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

3.5

3.6

3.7

VERSATILE CREATIVE BERHAD

Share capital
Ordinary shares

Ordinary shares are equity instruments. An equity instrument is a contract that evidences a residual
interest in the assets of the Company after deducting all of its liabilities. Ordinary shares are recorded at the
proceeds received, net of directly attributable incremental transaction costs. Dividends on ordinary shares
are recognised in equity in the period in which they are declared.

Employee benefits
(a) Short-term employee benefits

Short-term employee benefit obligations in respect of wages, salaries, social security contributions,
annual bonuses, paid annual leave, sick leave and non-monetary benefits are recognised as an expense
in the financial year where the employees have rendered their services to the Group and to the Company.

(b) Defined contribution plans

As required by law, the Group and the Company contribute to the Employees Provident Fund (“"EPF"), the
national defined contribution plan. Such contributions are recognised as an expense in the profit or loss
in the period in which the employees render their services.

Leases

The determination of whether an arrangement is, or contains, a lease is based on the substance of the
arrangement at the inception of the lease. The arrangement is, or contains, a lease if fulfilment of the
arrangement is dependent on the use of a specific asset or assets and the arrangement conveys a right to
use the asset or assets.

A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to
ownership. All other leases that do not meet this criterion are classified as operating leases.

(a) Lessee accounting

If an entity in the Group is a lessee in a finance lease, it capitalises the leased asset and recognises the
related liability. The amount recognised at the inception date is the fair value of the underlying leased
asset or, if lower, the present value of the minimum lease payments. Subsequent to initial recognition, the
asset is accounted for in accordance with the accounting policy applicable to those assets.

Minimum lease payments are apportioned between the finance charge and the reduction of the outstanding
liability. The finance charge is allocated to each period during the lease term so as to produce a constant
periodic rate of interest on the remaining balance of the liability. Contingent lease payments are charged
as expenses in the periods in which they are incurred.

The capitalised leased asset is classified by nature as property, plant and equipment.
For operating leases, the Group does not capitalise the leased asset or recognise the related liability.
Instead lease payments under an operating lease are recognised as an expense on the straight-line basis

over the lease term unless another systematic basis is more representative of the time pattern of the
user’s benefit.
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

3.7

3.8

Leases (Cont'd)
(b) Lessor accounting

If an entity in the Group is a lessor in a finance lease, it derecognises the underlying asset and recognises
a lease receivable at an amount equal to the net investment in the lease. Finance income is recognised
in profit or loss based on a pattern reflecting a constant periodic rate of return on the lessor’s net
investment in the finance lease.

If an entity in the Group is a lessor in an operating lease, the underlying asset is not derecognised but
is presented in the statements of financial position according to the nature of the asset. Lease income
from operating leases is recognised in profit or loss on a straight-line basis over the lease term, unless
another systematic basis is more representative of the time pattern in which use benefit derived from
the leased asset is diminished.

Income tax

Income tax expense in profit or loss comprises current and deferred tax. Current and deferred tax are
recognised in profit or loss except to the extent that it relates to a business combination or items recognised
directly in equity or other comprehensive income.

(a) Current tax

Current tax is the expected taxes payable or receivable on the taxable income or loss for the financial
year, using the tax rates that have been enacted or substantively enacted by the end of the reporting
period, and any adjustment to tax payable in respect of previous financial years.

(b) Deferred tax

Deferred tax is recognised using the liability method on temporary differences at the reporting date
between the tax bases of assets and liabilities and their carrying amounts in the statements of financial
position. Deferred tax liabilities are generally recognised for all taxable temporary differences. Deferred
tax assets are generally recognised for all deductible temporary differences, unutilised tax losses and
unused tax credits, to the extent that it is probable that future taxable profit will be available against which
the deductible temporary differences, unused tax losses and unused tax credits can be utilised.

Deferred tax is not recognised if the temporary differences arise from the initial recognition of assets and
liabilities in a transaction which is not a business combination and that affects neither the taxable profit
nor the accounting profit. In addition, deferred tax liabilities are not recognised if the temporary difference
arises from the initial recognition of goodwill.

Deferred tax liabilities are recognised for taxable temporary differences associated with investments in
subsidiaries, except where the Group is able to control the reversal timing of the temporary differences
and it is probable that the temporary differences will not reverse in the foreseeable future. Deferred tax
assets arising from deductible temporary differences associated with such investments and interests are
only recognised to the extent that it is probable that there will be sufficient taxable profits against which
to utilise the benefits of the temporary differences and they are expected to reverse in the foreseeable
future.
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

3.8

Income tax (Cont'd)

(b) Deferred tax (Cont'd)

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

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

Deferred tax relating to items recognised outside profit or loss is recognised outside profit or loss. Deferred
tax items are recognised in correlation to the underlying transaction either in other comprehensive
income or directly in equity.

Deferred tax assets and deferred tax liabilities are offset if there is a legally enforceable right to offset
current tax assets against current tax liabilities and when they relate to income taxes levied by the same
taxation authority on the same taxable entity, or on different tax entities, but they intend to settle their
income tax recoverable and income tax payable on a net basis or their tax assets and liabilities will be
realised simultaneously.

(c) Goods and services tax

Revenue, expenses and assets are recognised net of the amount of goods and services tax (“GST")
except:

e where the GST incurred in a purchase of assets or services is not recoverable from the taxation
authority, in which case the GST is recognised as part of the cost of acquisition of the asset or as
part of the expense item as applicable; and

e receivables and payables that are stated with the amount of GST included.

The net amount of GST recoverable from, or payable to, the taxation authority is included as part of
receivables or payables in the statements of financial position.

3.9 Foreign currency transactions

(a) Functional and presentation currency
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The individual financial statements of each entity in the Group are measured using the functional
currency which is the currency of the primary economic environment in which the entity operates. The
consolidated financial statements are presented in Ringgit Malaysia (“RM"), which is also the Group’s and
the Company'’s functional currency.
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)
3.9 Foreign currency transactions (Cont’d)

(b) Translation of foreign currency transactions

Foreign currency transactions are translated to the respective functional currencies of the Group entities
at the exchange rates prevailing at the dates of the transactions.

At the end of each reporting date, monetary items denominated in foreign currencies are retranslated at
the exchange rates prevailing at the reporting date.

Foreign exchange differences arising on settlement or retranslation of monetary items are recognised
in profit or loss.

3.10 Financial instruments

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

Financial instruments are recognised initially at fair value, except for financial instruments not measured
at fair value through profit or loss, they are measured at fair value plus transaction costs that are directly
attributable to the acquisition or issue of the financial instruments.

An embedded derivative is recognised separately from the host contract and accounted for as a derivative if,
and only if, it is not closely related to the economic characteristics and risks of the host contract and the host
contract is not categorised as fair value through profit or loss. The host contract, in the event an embedded
derivative is recognised separately, is accounted for in accordance with the policy applicable to the nature of
the host contract.

(a) Subsequent measurement
The Group and the Company categorise the financial instruments as follows:

(i) Financial assets

Financial assets at fair value through profit or loss

Financial assets are classified as financial assets at fair value through profit or loss when the
financial assets are either held for trading, including derivatives (except for a derivative that is a
financial guarantee contract or a designated and effective hedging instrument) or are designated into
this category upon initial recognition.

Subsequent to initial recognition, financial assets at fair value through profit or loss are measured at
fair value with the gain or loss recognised in profit or loss.

Derivatives that are linked to and must be settled by delivery of unquoted equity instruments whose
fair values cannot be reliably measured are measured at costs.
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NOTES TO THE FINANCIAL STATEMENTS

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)
3.10 Financial instruments (Cont'd)
(a) Subsequent measurement (Cont'd)

(i) Financial assets (Cont'd)

Loans and receivables

Financial assets with fixed or determinable payments that are not quoted in an active market are
classified as loans and receivables.

Subsequent to initial recognition, loans and receivables are measured at amortised cost using the
effective interest method less accumulated impairment losses, if any. The policy for the recognition
and measurement of impairment losses is in accordance with Note 3.11(a) to the financial statements.
Gains and losses are recognised in profit or loss through the amortisation process.

Held-to-maturity investments

Financial assets with fixed or determinable payments and fixed maturities are classified as held-to-
maturity when the Group have the positive intention and ability to hold them to maturity.

Subsequent to initial recognition, held-to-maturity investments are measured at amortised cost
using the effective interest method less accumulated impairment losses, if any. The policy for the
recognition and measurement of impairment losses is in accordance with Note 3.11(a) to the financial
statements. Gains and losses are recognised in profit or loss through the amortisation process.

Available-for-sale financial assets

Available-for-sale financial assets comprise investment in equity and debt securities that are
designated as available-for-sale or are not classified in any of the three preceding categories.

Subsequent to initial recognition, available-for-sale financial assets are measured at fair value. Gains
or losses from changes in fair value of the financial assets are recognised in other comprehensive
income, except for impairment losses and foreign exchange gains and losses arising from monetary
items and gains and losses of hedged items attributable to hedge risks of fair values hedges
which are recognised in profit or loss. The cumulative gain or loss previously recognised in other
comprehensive income is reclassified from equity to profit or loss as a reclassification adjustment
when the financial asset is derecognised. Interest income calculated using the effective interest
method is recognised in profit or loss. Dividends on an available-for-sale equity instrument are
recognised in profit or loss when the Group’s right to receive payment is established.
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

3.10 Financial instruments (Cont’'d)

(a)

(b)

(c)

Subsequent measurement (Cont’d)
(i) Financial liabilities
Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss include financial liabilities held for trading,
including derivatives (except for a derivative that is a financial guarantee contract or a designated
and effective hedging instrument) or financial liabilities designated into this category upon initial
recognition.

Subsequent to initial recognition, financial liabilities at fair value through profit or loss are measured
at fair value with the gain or loss recognised in profit or loss.

Derivatives that are linked to and must be settled by delivery of equity instruments that do not have
a quoted price in an active market for identical instruments whose fair values otherwise cannot be
reliably measured are measured at cost.

Other financial liabilities

Subsequent to initial recognition, other financial liabilities are measured at amortised cost using the
effective interest method. Gains and losses are recognised in profit or loss through the amortisation
process.

Financial guarantee contracts

A financial guarantee contract is a contract that requires the issuer to make specified payments to
reimburse the holder for a loss it incurs because a specified debtor fails to make payment when due in
accordance with the original or modified terms of a debt instrument.

Financial guarantee contracts are recognised initially as a liability at fair value, net of transaction costs
that are directly attributable to the issuance of the guarantee. Subsequent to initial recognition, the
liability is measured at the higher of the best estimate of the expenditure required to settle the present
obligation at the reporting date and the amount initially recognised less cumulative amortisation.

Derecognition

A financial asset or a part of it is derecognised when, and only when, the contractual rights to receive the
cash flows from the financial asset expire or control of the asset is not retained or substantially all of the
risks and rewards of ownership of the financial asset are transferred to another party. On derecognition
of a financial asset, the difference between the carrying amount and the sum of the consideration received
(including any new asset obtained less any new liability assumed) and any cumulative gain or loss that
had been recognised in other comprehensive income is recognised in profit or loss.

A financial liability or a part of it is derecognised when, and only when, the obligation specified in
the contract is discharged, cancelled or expired. On derecognition of a financial liability, the difference
between the carrying amount and the consideration paid, including any non-cash assets transferred or
liabilities assumed, is recognised in profit or loss.
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

3.10 Financial instruments (Cont’'d)

3n

(d) Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is presented 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.

Impairment of assets

(a) Impairment and uncollectibility of financial assets

At each reporting date, all financial assets (except for financial assets categorised as fair value through
profit or loss and investment in subsidiaries) are assessed whether there is any objective evidence of
impairment as a result of one or more events having an impact on the estimated future cash flows of
the financial asset that can be reliably estimated. Losses expected as a result of future events, no matter
how likely, are not recognised.

Evidence of impairment may include indications that the debtors or a group of debtors are experiencing
significant financial difficulty, default or delinquency in interest or principal payments, the probability
that they will enter bankruptcy or other financial reorganisation, and where observable data indicates
that there is a measurable decrease in the estimated future cash flows, such as changes in arrears or
economic conditions that correlate with defaults.

Loans and receivables and held-to-maturity investments

The Group and the Company first assess whether objective evidence of impairment exists individually
for financial assets that are individually significant, and individually or collectively for financial assets that
are not individually significant. If there is no objective evidence for impairment exists for an individually
assessed financial asset, whether significant or not, the Group and the Company include the financial
asset in a group of financial assets with similar credit risk characteristics and collectively assess them
for impairment. Financial assets that are individually assessed for impairment for which an impairment
loss is or continues to be recognised are not included in a collective assessment of impairment.

The amount of impairment loss is measured as the difference between the financial asset's carrying
amount and the present value of estimated future cash flows discounted at the financial asset's original
effective interest rate. The carrying amount of the financial asset is reduced through the use of an
allowance account and the loss is recognised in profit or loss.

If, in a subsequent period, the amount of the impairment loss decreases due to an event occurring after
the impairment that was recognised, the previously recognised impairment loss is then reversed by
adjusting an allowance account to the extent that the carrying amount of the financial asset does not
exceed what the amortised cost would have been had the impairment not been recognised.

Loans together with the associated allowance are written off when there is no realistic prospect of future
recovery and all collateral has been realised or has been transferred to the Group and the Company. If a
write-off is later recovered, the recovery is credited to the profit or loss.
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

N

Impairment of assets (Cont'd)

(a) Impairment and uncollectibility of financial assets (Cont'd)

Available-for-sale financial assets

In the case of equity investments classified as available for sale, a significant or prolonged decline in
the fair value below its cost is considered to be objective evidence of impairment. The Group and the
Company use their judgement to determine what is considered as significant or prolonged decline,
evaluating past volatility experiences and current market conditions.

Where a decline in the fair value of an available-for-sale financial asset has been recognised in other
comprehensive income and there is objective evidence that the asset is impaired, the cumulative loss that
had been recognised in other comprehensive income shall be reclassified from equity to profit or loss as
a reclassification adjustment even though the financial asset has not been derecognised. The amount of
cumulative loss that is reclassified from equity to profit or loss shall be the difference between its cost
(net of any principal repayment and amortisation) and its current fair value, less any impairment loss
previously recognised in profit or loss.

Impairment losses on available-for-sale equity investments are not reversed through profit or loss in the
subsequent periods. Increase in fair value, if any, subsequent to impairment loss, is recognised in other
comprehensive income.

For available-for-sale debt investments, impairment losses are subsequently reversed through profit or
loss if an increase in the fair value of the investment can be objectively related to a loss event occurring
after the recognition of the impairment loss in profit or loss.

(b) Impairment of non-financial assets

The carrying amounts of non-financial assets (except for inventories) are reviewed at the end of each
reporting period to determine whether there is any indication of impairment. If any such indication exists,
the Group and the Company make an estimate of the asset's recoverable amount.

For the purpose of impairment testing, assets are grouped together into the smallest group of assets
that generates cash inflows from continuing use that are largely independent of the cash inflows of
non-financial assets or cash-generating units (“CGUs"). Subject to an operating segment ceiling test, for
the purpose of goodwill impairment testing, CGUs to which goodwill has been allocated are aggregated
so that the level at which impairment testing is performed reflects the lowest level at which goodwill
is monitored for internal reporting purposes. The goodwill acquired in a business combination, for the
purpose of impairment testing, is allocated to a CGU or a group of CGUs that are expected to benefit from
the synergies of business combination.

The recoverable amount of an asset or a CGU is the higher of its fair value less costs of disposal and its
value-in-use. In assessing value-in-use, the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time value of money
and the risks specific to the asset or CGU. In determining the fair value less costs of disposal, recent
market transactions are taken into account. If no such transactions can be identified, an appropriate
valuation model is used.
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

an

Impairment of assets (Cont'd)

(b) Impairment of non-financial assets (Cont’'d)

Where the carrying amount of an asset exceed its recoverable amount, the carrying amount of asset is
reduced to its recoverable amount. Impairment losses recognised in respect of a CGU or groups of CGUs
are allocated first to reduce the carrying amount of any goodwill allocated to those units or groups of
units and then, to reduce the carrying amount of the other assets in the unit or groups of units on a pro-
rata basis.

Impairment losses are recognised in profit or loss, except for assets that were previously revalued with
the revaluation surplus recognised in other comprehensive income. In the latter case, the impairment is
recognised in other comprehensive income up to the amount of any previous revaluation.

Impairment losses in respect of goodwill are not reversed. For other assets, an assessment is made at
each reporting date as to whether there is any indication that previously recognised impairment losses
may no longer exist or may have decreased. An impairment loss is reversed only if there has been a
change in the estimates used to determine the assets recoverable amount since the last impairment loss
was recognised. An impairment loss is reversed only to the extent that the asset’s carrying amount does
not exceed the carrying amount that would have been determined, net of depreciation or amortisation, if
no impairment loss has been recognised previously. Such reversal is recognised in profit or loss unless
the asset is measured at revalued amount, in which case the reversal is treated as a revaluation increase.

3.12 Revenue and other income

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and
the Company and the revenue can be reliably measured. The following specific recognition criteria must also
be met before revenue is recognised.

(a) Goods sold

Revenue from the sale of goods is measured at fair value of the consideration received or receivable,
net of return and allowance, trade discounts and volume rebates. Revenue is recognised when the
significant risks and rewards of ownership of the goods have been transferred to the buyer, recovery
of the consideration is probable, the associated costs and possible return of goods can be estimated
reliably, and there is no continuing management involvement with the goods.

(b) Rental income

Rental income is recognised in the profit or loss on a straight-line basis over the term of the lease.

(c) Management fee

Management fee is recognised for services rendered, including professional and management advice,
marketing, management information system and accounting services and administrative matters to the
subsidiaries. Revenue is not recognised to the extent where there are significant uncertainties regarding
recovery of the consideration due, associated costs or the possible return of goods.
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

3.12

313

3.14

3.15

Revenue and other income (Cont’d)

(d) Interest income

Interest income is recognised as it accrues, using the effective interest method in profit or loss.

Cash and cash equivalents

For the purpose of the statements of cash flows, cash and cash equivalents comprise cash on hand, bank
balances and deposits with a maturity of three months or less, that are readily convertible to known amount
of cash and which are subject to an insignificant risk of changes in value. Cash and cash equivalents are
presented net of bank overdraft.

Operating segments

Operating segments are reported in a manner consistent with the internal reporting provided to the chief
operating decision-maker. The Managing Director of the Group, who is responsible for allocating resources
and assessing performance of the operating segments, has been identified as the chief operating decision
maker that makes strategic decisions.

Fair value measurements

Fair value of an asset or a liability, except for lease transactions is determined as the price that would be
received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at
the measurement date. The measurement assumes that the transaction to sell the asset or transfer the liability
takes place either in the principal market or in the absence of a principal market, in the most advantageous
market.

For a non-financial asset, the fair value measurement 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.

When measuring the fair value of an asset or a liability, the Group and the Company use observable market
data as far as possible. Fair value is categorised into different levels in a fair value hierarchy based on the

input used in the valuation technique as follows:

Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities that the Group and the
Company can access at the measurement date.

Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or liability,
either directly or indirectly.

Level 3: Unobservable inputs for the asset or liability.

There were no transfers between levels of the fair value hierarchy as of the date of the event or change in
circumstances that caused the transfers.
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

3.16

347

3.18

VERSATILE CREATIVE BERHAD

Borrowing costs

Borrowing costs are interests and other costs that the Group and the Company incur in connection with
borrowing of funds.

Borrowing costs that are not directly attributable to the acquisition, construction or production of a
qualifying asset are recognised in profit or loss using the effective interest method.

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

The Group begin capitalising borrowing costs when the Group have incurred the expenditures for the
asset, incurred related borrowing costs and undertaken activities that are necessary to prepare the asset
for its intended use or sale.

Investment income earned on the temporary investment of specific borrowings pending their expenditure
on qualifying assets is deducted from the borrowing costs eligible for capitalisation.

Earnings per share

The Group presents basic and diluted earnings per share ("EPS”) data for its ordinary shares. Basic EPS
is calculated by dividing the profit or loss attributable to ordinary shareholders of the Company by the
weighted average number of ordinary shares outstanding during the period, adjusted for own shares held.
Diluted EPS is determined by adjusting the profit or loss attributable to ordinary shareholders and the
weighted average number of ordinary shares outstanding, adjusted for own shares held, for the effects of
all dilutive potential ordinary shares.

Contingencies

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

wholly within the control of the Group and of the Company.

Contingent liability is also referred as a present obligation that arises from past events but is not recognised
because:

(a) it is not probable that an outflow of resources embodying economic benefits will be required to settle
the obligation; or

(b) the amount of the obligation cannot be measured with sufficient reliability.

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

SN
aZNe

-8 =
Company No. 603770 - D ANNUAL REPORT 2018 ‘ T e @ S



NOTES TO THE FINANCIAL STATEMENTS

(Continued)

4. SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

Significant areas of estimation, uncertainty and critical judgements in applying accounting policies that have
significant effect in determining the amounts recognised in the financial statements include the following:

Impairment of trade receivables (Note 9)

At the end of each reporting period, the Group assess whether there is any objective evidence that the trade
receivables are impaired. Individually significant loans and receivables are tested for impairment separately by
estimating the cash flows expected to be recoverable. All others are grouped into credit risk classes and tested
for impairment collectively, using the Group's past experience of loss statistics, ageing of past due amounts and
current economic trends. The actual eventual losses may be different from the impairment made and this may
affect the Group'’s financial position and results.

5. PROPERTY, PLANT AND EQUIPMENT

Office
Motor  equipment,
Leasehold vehicles, furniture and
land plant and fittings, and
and building  machinery  renovation Total
RM RM RM RM
Group
2018
Valuation/Cost
At 1 April 2017 39,479,054 51,388,063 4,716,075 95,583,192
Additions - 2,171,415 727964 3,499,379
Disposals - (325,412) - (325,412)
At 31 March 2018 39,479,054 53,834,066 5,444,039 98,757,159
Accumulated depreciation
At 1 April 2017 6,657,671 37,955,782 4,240,726 48,854,179
Charge for the financial year 714,465 2,359,107 181,217 3,254,789
Disposals - (325,409) - (325,409
At 31 March 2018 7372136 39,989,480 4,421943 51,783,559
Carrying amount at 31 March 2018 32,106,918 13,844,586 1,022,096 46,973,600
Represented by:
- cost - 13,844,586 1,022,096 14,866,682
- valuation 32,106,918 - - 32,106,918
32106918 13,844,586 1,022,096 46,973,600
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

5. PROPERTY, PLANT AND EQUIPMENT (CONT'D)

Office
Motor  equipment,

90

VERSATILE CREATIVE BERHAD
Company No. 603770 - D

Leasehold vehicles, furniture and
land plant and fittings, and
and building  machinery  renovation Total
RM RM RM RM
Group
2017
Valuation/Cost
At 1 April 2016 24,017,515 63,838,362 4,602,855 92458732
Net gain arising from fair value adjustment 15,461,539 - - 15,461,539
Additions - 478,107 113,220 591,327
Disposals - (12,928,406) - (12,928,406)
At 31 March 2017 39,479,054 51,388,063 4,716,075 95,583,192
Accumulated depreciation
At 1 April 2016 6,205,016 47,637,338 4,063,756 57,906,110
Charge for the financial year 452,655 2,707,165 176,970 3,336,790
Disposals - (12,388,721 - (12,388,721
At 31 March 2017 6,657,671 37,955,782 4,240,726 48,854,179
Carrying amount at 31 March 2017 32,821,383 13,432,281 475349 46,729,013
Represented by:
- cost - 13,432,281 475,349  13907,630
- valuation 32,821,383 - - 32,821,383
32,821,383 13,432,281 475349 46,729,013
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

5. PROPERTY, PLANT AND EQUIPMENT (CONT'D)

Office
equipment
RM
Company
2018
Cost
At 1 April 2017/1 March 2018 49,383
Accumulated depreciation
At 1 April 2017 44,636
Charge for the financial year 1,575
At 31 March 2018 46,211
Carrying amount at 31 March 2018 3172
2017
Cost
At 1 April 2016/31 March 2017 49,383
Accumulated depreciation
At 1 April 2016 42,763
Charge for the financial year 1,873
At 31 March 2017 44,636
Carrying amount at 31 March 2017 4747

(a) Had the land and buildings been carried under the cost model, the carrying amount of the land and buildings
would have been RM6,106,525 (2017: RM6,242,226).

(b) Property, plant and equipment of the Group with the carrying amount of RM36,172,745 (2017: RM33,605,934)
have been pledged to licensed banks to secure credit facilities granted to its subsidiaries.

(c) Property, plant and equipment of the Group with the carrying amount of RM5,674,034 (2017: RM7,007,756) are
acquired under finance lease arrangement. Leased assets are pledged as security for the related finance lease
liabilities as disclosed in Note 15 to the financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

5. PROPERTY, PLANT AND EQUIPMENT (CONT'D)

(d)

(e)

()

VERSATILE CREATIVE BERHAD

During the financial year, the Group and the Company made the following cash payments to purchase of
property, plant and equipment:

Group
2018 2017
RM RM
Purchase of property plant and equipment 3,499,379 591,327
Financed by finance lease arrangements (120,192) (85,000)
Cash payments on purchase of property, plant and equipment 3,379,187 506,327

Leasehold land consisting of land with an unexpired lease period of 46 years.
Fair value information

In previous financial year, independent valuation of the Group'’s land and building was performed by independent
professional valuer to determine the fair value of the land and building as at 30 December 2016.

The revaluation surplus net of applicable deferred income taxes was credited to other comprehensive income
and is shown in revaluation reserve as disclosed in Note 14 to the financial statements.

The fair value of the land and buildings of the Group are categorised under Level 2. The fair values of land and
buildings have been derived using the sales comparison approach. Sale prices of comparable land and buildings
in close proximity are adjusted for differences in key attributes such as property size. The most significant input
into this valuation approach is price per square foot.

The fair value measurements of the leasehold land and building (at valuation) are based on the highest and best
use of which does not differ from their actual use.
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6.

INVESTMENT IN SUBSIDIARIES

NOTES TO THE FINANCIAL STATEMENTS

(Continued)

Company
2018 2017
RM RM

Unquoted shares - at cost
At 1 April
Addition during the year

79167902 79,067,902
= 100,000

Less: Accumulated impairment loss

79,167,902 79167902
(57,290,729) (57,290,729)

At 31 March

21877173 21877173

The following information relates to the subsidiaries which are all incorporated and domiciled in Malaysia.

Effective
ownership
Name of company interest Principal activities
2018 2017
% %
Direct subsidiaries
Versatile Paper Boxes * 100 100  Manufacturing and trading of paper, board packaging
Sdn. Bhd. products, specialising in offset-printed boxes and offset-
laminated cartons
Versatile Pack Sdn Bhd 100 100  Provide services in the making of plastic packaging
Versatile Smart Resources Sdn. Bhd. 100 100  Provide consultancy services for project management.
Indirect subsidiaries held through
Versatile Paper Boxes Sdn. Bhd.
Versatile Creative Plastic Sdn. Bhd. 100 100  Manufacturing and sale of plastic packaging products
Imagescan Creative Sdn. Bhd. 100 100  Provision of colour separation and lithography services
and printed materials
Versatile Smart Properties Sdn. Bhd. 100 100  Dormant

*  The auditors’ reports of the subsidiary contain a modified opinion as the auditors are unable to obtain sufficient
appropriate audit evidence and satisfactory explanations for professional fees paid of RM1,900,000 for land

conversion services.

R
®
o
/Q—D\
&
&

o=%'

?III

‘ ANNUAL REPORT 2018

VERSATILE CREATIVE BERHAD
Company No. 603770 - D

93



NOTES TO THE FINANCIAL STATEMENTS

(Continued)

7. OTHER INVESTMENTS

Group
2018 2017
RM RM

At fair value:
Non-current
Available-for-sale financial assets
- Equity instruments (quoted in Malaysia)
At 1 April 11,828,350 12,616,907
Net gain/(loss) on fair value changes recognised in other comprehensive income 3,154,227 (788,557)
At 31 March 14,982,577 11,828,350
Current
Available-for-sale financial assets
- Equity instrument (quoted in Malaysia)
At 1 April 3,235,276 3,450,894
Net gain/(loss) on fair value changes recognised in other comprehensive income 249,215 (215,618)
Disposals (2,616,474) -
At 31 March 868,017 3,235,276
Total investment securities 15,850,594 15,063,626

(a) Other investments represent approximately 3.37% (2017: 4.47%) equity interest of the issued and paid-up
share capital of Iris Corporation Berhad held by the Group.

(b) Other investments with a total carrying amount of RM14,982,577 (2017: RM11,828,350) have been pledged as
security to secure banking facilities of the subsidiary as disclosed in Note 15 to the financial statements.

8. INVENTORIES

Group
2018 2017
RM RM
At lower of cost and net realisable value
Raw materials and consumables 3,507,685 2,145,879
Work-in-progress 1,247,446 552,639
Finished goods 3,160,745 2,431,215
Total inventories 7915,876 5,129,733
Recognised in profit or loss:
Inventories recognised as cost of sales 28,700,964 21948917
Carrying amount of inventories pledged as security for bank borrowings 5927,685 3,581,918
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

9. TRADE AND OTHER RECEIVABLES

Group Company
Note 2018 2017 2018 2017
RM RM RM RM
Current
Trade
Trade receivables 20,493,559 18,113,717 - -
Less: Impairment for trade receivables
(current) (4,260,514) (1,875,214) - -
Trade receivables, net 16,233,045 16,238,503 - -
Non-trade
Other receivables 3,586,085 4,295,097 53,995 82,771
Refundable deposits 1,394,125 1127,637 58,851 58,851
Prepayments (a) 2,376,685 505,086 7478 -
Amount owing by subsidiaries - - 5,481,747 5,225,463
GST refundable 64,026 196,171 64,026 -
7420921 6,123,991 5,666,097 5,367,085
Less: Impairment for other receivables (720,868) (34,868) (29,768) (29,768)
Other receivables, net 6,700,053 6,089,123 5,636,329 5,337,317
Total trade and other receivables
(current) (b) 22,933,098 22,327,626 5,636,329 5,337,317

(a) Prepayments

Included in prepayments of the Group are purported professional fees paid of RM1,900,000 for land conversion
services. On 3 July 2018, the Board of Directors of the Company had appointed Forensic Accountants to
conduct an investigative audit on the payment transactions.

On 10 August 2018, the Board of Directors announced on the completion of the investigative audit as disclosed
in Note 30(b) to the financial statements.

(b) Trade and other receivables
Trade receivables are non-interest bearing and are generally on 30 to 120 days (2017: 30 to 120 days) terms.

Other credit terms are assessed and approved on a case by case basis. They are recognised on their original
invoice amount which represents their fair values on initial recognition.
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

9. TRADE AND OTHER RECEIVABLES (CONT'D)
(b) Trade and other receivables (Cont’'d)

The currency exposure profiles of trade and other receivables are as follows:

Group Company

2018 2017 2018 2017

RM RM RM RM

British Pound 25161 7,547 = -
Euro 68 231,099 - -
Ringgit Malaysia 21,512,403 20,102,592 5,636,329 5,337,317
Singapore Dollar 27,510 375,014 = -
United States Dollar 1,367,956 1541374 - -

22933098 22,327,626 5,636,329 5,337,317

Analysis on trade receivables

The Group and the Company maintain an ageing analysis in respect of trade receivables only. The ageing of the
Group's trade receivables are as follows:

Group

2018 2017

RM RM

Neither past due nor impaired 4903,026 5,198,222
Past due but not impaired

Past due 1 - 30 days 4,301,728 3,687,746

Past due 31 - 120 days 2,884,153 3,535,681

More than 120 days past due not impaired 4,144,138 3,816,854

11,330,019 11,040,281

Impaired (individually) 4,260,514 1,875,214

20,493,559 18113,717

Receivables that are neither past due nor impaired

Trade and other receivables that are neither past due nor impaired are creditworthy debtors with good payment
records with the Group. More than 90% (2017: 90%) of the Group's trade receivables arise from customers
with more than four years of experience with the Group and losses have incurred infrequently.

Receivables that are past due but not impaired

At the reporting date, trade receivables that are past due but not impaired are unsecured in nature. The business
transactions with these receivables are still on-going and thus no further impairment provided by the Group.
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

9. TRADE AND OTHER RECEIVABLES (CONT'D)
(b) Trade and other receivables (Cont’'d)

Receivables that are impaired

The Group's trade receivables that are impaired at the reporting date and the movements in impairment are as
follows:

Group Company
2018 2017 2018 2017
RM RM RM RM
Trade receivables
At 1 April 1,875,214 2,686,648 = -
Charge for the financial year (individually
impairment loss) 2,426,628 22,426 - -
Reversal of impairment loss (41,328) (221175) - -
Written off - (612,685) - -
At 31 March 4,260,514 1,875,214 = -
Other receivables
At 1 April 34,868 29,768 29,768 29,768
Charge for the financial year (individually
impairment loss) 686,000 5,100 - -
At 31 March 720,868 34,868 29,768 29,768

Trade receivables that are individually determined to be impaired at the reporting date relate to receivables that
are in significant financial difficulties and have defaulted on payments. These receivables are not secured by
any collateral or credit enhancements.

The amount owing by subsidiaries are unsecured, non-interest bearing and repayable upon demand and are
expected to be settled in cash.
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

10. CASH AND BANK BALANCES AND SHORT - TERM DEPOSITS

Group Company
2018 2017 2018 2017
RM RM RM RM
Cash and bank balances 196,980 734,490 3,420 23,032
Short-term deposits placed with a licensed bank 824,121 800,768 = -
1,021,101 1,535,258 3,420 23,032

The currency exposure profiles of cash and short-term deposits are as follows:

Group Company
2018 2017 2018 2017
RM RM RM RM
Australian Dollar 12 12 - -
Ringgit Malaysia 993,892 1,530,765 3,420 23,032
United States Dollar 27,197 4,481 - -
1,021,101 1,535,258 3,420 23,032

The weighted average effective interest rate ("WAEIR") as at the reporting date and the remaining maturities of the
Group's deposits with a licensed bank are as follows:

Group
2018 2017
RM RM
WAEIR (%) 290 293
Average maturities (days) 365 365

The fixed deposits placed with a licensed bank are pledged to secure credit facilities granted to its subsidiaries as
disclosed in Note 15 to the financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

11. SHARE CAPITAL

Group
2018 2017
Number Number
of shares Amount of shares Amount
Unit RM Unit RM
Issued and fully paid up:
At 1 April 117,338,681 63,142,372 117,338,681 58,669,340
Transition to no-par value regime - - - 4,473,032
At 31 March 117,338,681 63,142,372 117,338,681 63,142,372
Company
2018 2017
Number Number
of shares Amount of Shares Amount
Unit RM Unit RM
Issued and fully paid up:
At 1 April 117,338,681 60,142,372 117,338,681 58,669,340
Transition to no-par value regime = = - 1,473,032
At 31 March 117,338,681 60,142,372 117,338,681 60,142,372

The holders of ordinary shares are entitled to one vote per share at meetings of the Company.

12. CAPITAL REDEMPTION RESERVE

In the previous financial year, the capital redemption reserve relates to the redemption of preference shares of a
subsidiary.

13. FAIR VALUE RESERVE

Fair value reserve represents the cumulative fair value changes, net of tax, of available-for-sale financial assets
until they are derecognised or impaired.

14. REVALUATION RESERVE

The revaluation reserve represents the surplus arising from revaluation of land and building.
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

15. LOANS AND BORROWINGS

Group

2018 2017
RM RM

Current (secured)
Finance lease liabilities 1,445,143 1,810,749
Revolving credits 1,000,000 1,000,000
Bankers' acceptances 11,982,000 9,490,000
Bank overdraft 3,729,305 3,465,555

18,156,448 15,766,304

Non-current (secured)
Finance lease liabilities 492,821 1,844,428

18,649,269 17,610,732

Total loans and borrowings:

Finance lease liabilities 1937964 3,655,177
Revolving credits 1,000,000 1,000,000
Bankers' acceptances 11,982,000 9,490,000
Bank overdraft 3,729,305 3,465,555

18,649,269 17,610,732
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

15. LOANS AND BORROWINGS (CONT’'D)

(a) Finance lease liabilities

Group
2018 2017
RM RM
Minimum lease payments:
- On demand and within one year 1,513,678 1,975,566
- Later than one year but not later than two years 398,261 1,524,866
- Later than two years but not later than five years 107,622 405,834
- Later than five years 25,488 -
2,045,049 3,906,266
Less: Future interest charges (107,085) (251,089)
Present value of mininum lease payments 1937964 3,655,177
Represented by:
Current
- On demand and within one year 1445143 1,810,749
Non-current
- Later than one year but not later than two years 367,773 1,453,188
- Later than two years but not later than five years 100,662 391,240
- Later five years 24,386 -

492,821 1,844,428
1937964 3,655,177

The effective interest rate ranges from 2.39% to 5.00% (2017: 2.36% to 5.00%) per annum. Interest rates are
fixed at the inception of the hire purchase arrangements.

The finance lease liabilities are effectively secured on the rights of the assets under finance lease.

(b) Loans and borrowings

Group
2018 2017
RM RM
On demand and within one year 18,156,448 15,766,304
Later than one year but not later than two years 367,773 1453188
Later than two years but not later than five years 100,662 391,240

Later than five years 24,386 -
18,649,269 17,610,732
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

15. LOANS AND BORROWINGS (CONT’'D)

(b) Loans and borrowings (Cont’d)

Revolving credits
The effective interest rates as the reporting date is 8.54% (2017: 8.35%) per annum.

Bankers” acceptances
The bankers' acceptances of the Group are granted on the undertaking that the Group will not pledge or execute

any charges on its assets, other than those assets under finance lease obligations.
Effective interest rates as at reporting date range from 4.96% to 5.66% (2017: 4.96% to 5.25%) per annum.
Bank overdraft
The bank overdraft of the Group are granted on the undertaking that the Group will not pledge or execute any
charges on its assets, other than those assets under finance lease obligations.
The effective interest rates as at the reporting date is 8.54% (2017: 8.35%) per annum.
(b) Security
The borrowings are secured as follows:

(i) joint and several guarantees by certain directors and shareholders of the Company;

(ii) fixed and floating charge over the entire assets of the subsidiaries including present and future assets of
the subsidiaries;

(i) pledged of short-term deposits;
(iv) pledge of 78.85 million units of Iris Corporation Berhad's shares, by way of the Memorandum of Deposits;

(v) legal charge over property, plant and equipment of the respective subsidiaries as disclosed in Note 5 to the
financial statements; and

(vi) corporate guarantees by the Company.
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16.

17.

DEFERRED TAX LIABILITIES

Deferred tax liabilities relate to the following:

NOTES TO THE FINANCIAL STATEMENTS

(Continued)

Group
2018 2017
RM RM
At the beginning of the financial year
- Property, plant and equipment 1,383,392 1,419,012
- Revaluation of land and buildings 5194,281 1,534,732
6,577,673 2,953,744
Recognised in other comprehensive income - 3,710,769
Recognised in profit or loss (Note 22) 445,017 (86,840)
At the end of the financial year 7,022,690 6,577,673
Representing the tax effects of:
- Property, plant and equipment 1939143 1,383,392
- Revaluation of land and buildings 5,083,547 5,194,281
7,022,690 6,577,673
TRADE AND OTHER PAYABLES
Group Company
2018 2017 2018 2017
RM RM RM RM
Current
Trade
Trade payables 12,418,448 6,765,970 = -
Non-trade
Accruals 2,182,368 1,613,199 500,339 383,154
Other payables 1946,856 2,669,794 290,169 161,592
GST payable 167,991 49,368 - -
Amount owing to subsidiaries - - 3,576 -
4,296,815 4,332,361 794,084 544746
Total trade and other payables (current) 16,715,263 11,098,331 794,084 544746

The trade and other payables normal credit term ranges from 30 to 150 days (2017: 30 to 150 days) terms.
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

17. TRADE AND OTHER PAYABLES (CONT'D)

The currency exposure profiles of trade and other payables are as follows:

Group Company
2018 2017 2018 2017
RM RM RM RM
Euro 226,067 227,545 = -
Ringgit Malaysia 16,484,651 10,860,631 794,084 544,746
Singapore Dollar 4,545 10,155 - -
16,715,263 11,098,331 794,084 544,746

For explanations on the Group'’s and the Company'’s liquidity risk management processes, refer to Note 28(b)(ii) to
the financial statements.

18. REVENUE

Group Company
2018 2017 2018 2017
RM RM RM RM
Sales of goods 53,864,247 45,465,647 - -
Sales of services 1,339,215 2,015,509 3,061,391 1,054,019

55,203,462 47,481,156 3,061,391 1,054,019

Group

Revenue represents the gross income from the manufacturing and trading of paper, board packaging products,
specialising in offset-printed boxes and offset-laminated cartons, manufacture and sale of plastic packaging
products, provision of colour separation, printed material and provision of specialised outdoor advertising media
services.

Company

Revenue represents management fee from services rendered, including professional and management advice,
marketing, management information system and accounting services and administrative matters to the subsidiaries.
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19.

20.

NOTES TO THE FINANCIAL STATEMENTS

(Continued)

COST OF SALES

Cost of sales represents the production costs, direct material, labour costs and related overheads as well as the
costs of inventories sold.

FINANCE COSTS (NET)
Group
2018 2017
RM RM
Interest income 133,578 25,285
Interest expenses:
- bank overdraft (258,153) (262,696)
- finance lease liabilities (170,749) (269,771)
- other borrowings (671,611 (519,000)

(1100,513) (1,051,467

(966,935)  (1,026,182)
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

21. (LOSS)/PROFIT BEFORE TAX

Other than disclosed elsewhere in the financial statements, the following items have been charged/(credited) in
arriving at (loss)/profit before tax:

Group Company
2018 2017 2018 2017
RM RM RM RM

Auditors’ remuneration:
- current year 117,200 105,200 44000 36,000
- prior year 3,028 (5,350) (1,741) (2,000)
- non-statutory 40,000 50,000 40,000 50,000
Depreciation of property, plant and equipment 3,254,789 3,336,790 1,975 1,873
Director remuneration:
- fees 201,825 205,000 201,825 205,000
- other emoluments 1,024,715 454,835 1,024,715 454,835
Impairment loss on trade and other receivables 3,112,628 27,526 - -
Impairment loss on goodwill - 2,200 - -
Leases rental 24,460 47252 - -
Rental expenses
- rental of building 367,671 95,085 200,243 95,085
- rental of factory 701,338 745,500 - -
- rental of hostel 146,592 110,475 - -
- rental of motor vehicle 13,170 - 28,524 28,524
- rental of software fee - - 4,200 4,200
- rental of warehouse - 140,232 - -
- rental of office equipment 14,418 - - -
Realised loss on foreign exchange 282,687 - = -
Staff costs:
- EPF 1,077,706 1,068,044 83,380 135,367
- SOSCO 123,349 113,813 5,072 4,845
- EIS 2,969 - 155 -
- salaries, wages, bonuses and allowances 13,265,666 12,187,240 704,836 1135112
- others 304,482 346,217 2,070 14,762
Unrealised loss on foreign exchange 254,771 - - -
Gain on disposal of property, plant and equipment (36,299)  (2,213,014) = -
Management fees received - - (3,061,391) (1,054,019)
Gain on disposal of other investments (918,526) - - -
Rental income (74,207) (35,603) (191,742) (125,595)
Realised gain on foreign exchange = ar17reé) - -
Reversal of impairment loss on trade receivables (41,328) (221175) - -
Unrealised gain on foreign exchange - (292,579) - -
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22. TAXATION

NOTES TO THE FINANCIAL STATEMENTS

(Continued)

Group Company
2018 2017 2018 2017
RM RM RM RM
Current income tax:

- current year (230,611) (732,688) - -
- prior year (237904) (14,040) - -
(468,515) (746,728) - -

Deferred tax (Note 16) :
- current year (192,784) (111,815) - -
- prior year (252,233) 198,655 - -
(445,017) 86,840 - -
(913,532) (659,888) - -

The income tax is calculated at the statutory rate of 24% (2017: 24%) of the estimated taxable profit for the fiscal

period.

A reconciliation of income tax expense applicable to (loss)/profit before tax at the statutory income tax rate to
income tax expense at the effective income tax rate of the Group and of the Company are as follows:

Group Company

2018 2017 2018 2017

RM RM RM RM

(Loss)/Profit before tax (5,687,681 730,767 28,487 (1,474,305)

Tax at applicable tax rate of 24% (2017: 24%) 1,365,044 (175,385) (6,837) 353,833

Tax effects arising from:

- non-deductible expenses (681,650) (501,662) (175,000) (116,498)

- non-taxable income 36,980 296,756 16,697 -
- (origination)/reversal of deferred tax assets not

recognised (1,254,503) (555,432) 165,140 (237,335)

- crystalisation of deferred taxation 110,734 51,220 = -

- adjustment in respect of prior year (490,137) 184,615 - -

- tax saving on reduction in income tax rate - 40,000 - -

Income tax expense (913,532) (659,888) = -
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

22. TAXATION (CONT'D)

Deferred tax assets have not been recognised in respect of the following items:

Group Company
2018 2017 2018 2017
RM RM RM RM
Deductible temporary difference 4,832,240 3,528,475 417 5910
Unabsorbed tax losses 12,904,123 8,980,795 2,030,777 2,713,370
Unabsorbed reinvestment allowances 11,621,832 11,621,832 - -

29,358,195 24,131,102 2,031,194 2,719,280

Potential deferred tax assets not recognised at
24% (2017: 24%) 7,045,967 5,791,464 487,487 652,627

23. OTHER COMPREHENSIVE INCOME/(EXPENSES), NET OF TAX

Group
2018 2017
RM RM
Items that are or may be reclassified subsequently to profit or loss
- Fair value adjustment on revaluation of property, plant and equipment = 1,750,770

- Fair value gain/(loss) of a available-for-sale financial assests 3,403,442 (1,004,175)
3,403,442 10,746,595

24. (LOSS)/EARNINGS PER ORDINARY SHARE
(a) Basic (loss)/earning per ordinary share
Basic (loss)/earning per ordinary share are based on the (loss)/profit for the financial year attributable to the

owners of the Company and the weighted average number of ordinary shares outstanding during the financial
year, calculated as follows:

Group
2018 2017
(Loss)/Profit attributable to owners of the Company (RM) (6,601,213) 70,879
Weighted average number of ordinary shares (units) 117,338,681 117,338,681
Basic (loss)/earnings per ordinary share (sen) (5.63) 0.06

(b) Diluted (loss)/earning per ordinary share

For diluted (loss)/earning per ordinary share calculation, the weighted average number of ordinary shares in
issued is adjusted to assume conversion of all potential ordinary shares.

The Group has no dilutive potential ordinary shares. As such, there is no dilutive effect on the (loss)/earning
per share of the Group.
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

25. CAPITAL COMMITMENTS
(a) Capital commitments

The Group has made commitments for the following capital expenditures:

Group

2018 2017
RM RM

Capital expenditure commitments
Contracted but not provided for:

- plant and equipment 7,068,634 -

(b) Operating lease commitments — as lessee

The Group leases properties under operating leases for average lease term of two years, with the option to
renew the lease at the end of the lease term.

Future minimum rental payable under the non-cancellable operating lease at the reporting date is as follows:

Group
2018 2017
RM RM
- Not later than one year 830,653 855,465
- More than one year and not later than five years 1,006,505 298,935

1,837,158 1,154,400

26. RELATED PARTIES
(a) Identification of related parties

Parties are considered to be related to the Group if the Group or the Company has the ability, directly or
indirectly, to control the other party or exercise significant influence over the party in making financial and
operating decisions, or vice versa, or where the Group or the Company and the party are subject to common
control or common significant influence. Related parties may be individuals or other entities.

Key management personnel are defined as those persons having authority and responsibility for planning,
directing and controlling the activities of the Group either directly or indirectly. The key management personnel
include all the directors of the Group, and certain members of senior management of the Group.
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

26. RELATED PARTIES

(b) Significant related party transactions

Significant related party transactions other than disclosed elsewhere in the financial statements are as follow:

Group Company
2018 2017 2018 2017
RM RM RM RM
Transactions with subsidiaries
Management fees received/receivable from
subsidiaries
- Versatile Creative Plastic Sdn. Bhd. - - 398,070 374,730
- Imagescan Creative Sdn. Bhd. - - 30,422 44,401
- Versatile Paper Boxes Sdn. Bhd. - - 2,630,436 634,888
- Versatile Smart Resources Sdn. Bhd. - - 2,463 -
Rental income received from a subsidiary
- Imagescan Creative Sdn. Bhd. - - 146,531 125,595
Rental paid to a subsidiaries
- Versatile Paper Boxes Sdn. Bhd. - - 4,200 4,200
- Versatile Creative Plastic Sdn. Bhd. - - 28,524 28,524
Purchases from subsidiaries
- Imagescan Creative Sdn. Bhd. - - 57904 -
- Versatile Paper Boxes Sdn. Bhd. = - 38,400 25,591
Transactions with company which certain
directors have interests

Sales
- Optima Klasik Sdn. Bhd. - 14,632 - -

(c) Compensation of key management personnel

The remuneration of directors and other members of key management of the Group and the Company during
the financial year are as follows:

Group Company
2018 2017 2018 2017
RM RM RM RM
Directors’ fee 201,825 205,000 201,825 205,000
Other emoluments 1,024,715 454,835 1,024,715 454,835
1,226,540 659,835 1,226,540 659,835
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

27. OPERATING SEGMENT
The Group prepared the following segment information in accordance with MFRS 8 Operating Segments based on
the internal reports of the Group's strategic business units which are regularly reviewed by the Group’s Managing

Director (“MD") for the purpose of making decisions about resource allocation and performance assessment.

The four reportable operating segments are as follows:

Segments Products and services
Paper products  : Manufacturing and trading of paper board packaging products, specialising in offset-printed

boxes and offset-laminated cartons.
Plastic products : Manufacturing and sale of plastic packaging products.

Colour separation : Provision of colour separation and lithography services and printed materials.
and printing

Others : Investment holding and provision of specialised outdoor advertising media services.

Segment revenue, expenses and results include transfer between segments. These transfers are eliminated on
consolidation.

Segment loss/profit

Segment performance is used to measure performance as Group’s Managing Director believes that such information
is the most relevant in evaluating the results of certain segments relative to other entities that operate within these
industries. Performance is evaluated based on operating profit or loss which is measured differently from operating
profit or loss in the consolidated financial statements.

Segment assets

The total of segment asset is measured based on all assets of a segment, as included in the internal reports that
are reviewed by the Group’s Managing Director.

Segment liabilities

Segment liabilities are not included in the internal reports that are reviewed by the Group’s Managing Director,
hence no disclosures are made on segment liabilities.
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

27. OPERATING SEGMENT (CONT'D)
Geographical information

Geographical segment

Malaysia Others Total
RM RM RM

2018

Revenue 48,883,623 6,319,839 55,203,462
Non-current assets 61,956,177 - 61956177
2017

Revenue 40,253,168 7,227,988 47481156
Non-current assets 58,557,363 - 58,557,363

Reconciliation of reportable segment revenue, profit or loss, assets and other material items are as follows:
A Inter-segment revenues are eliminated on consolidation.

B Reconciliation of profit or loss

2018 2017
RM RM
Impairment on amount owing by inter-segments - 5,322
Impairment on goodwill = (2,200)
Reversal of impairment loss on amount owing by inter-segments = (101,253)
= (98,131

C Reconciliation of assets
2018 2017
RM RM
Investments in subsidiaries (30,699915) (30,699,915)
Inter-segment assets (10,702,938)  (8,964,053)

(41,402,853) (39,663,968)

Information about major customers

For paper segment, revenue from three of its customers represented approximately RM16,000,000 (2017:
RM14,000,000) for the Group's total revenue.
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

28. FINANCIAL INSTRUMENTS
(a) Categories of financial instruments

The following table analyses the financial instruments in the statements of financial position by the classes of
financial instruments to which they are assigned:

(i) Loans and receivables (“L&R");
(ii) Available-for-sale financial assets (“AFS"); and
(i) Other financial liabilities (“FL").

Carrying L&R/
amounts (FL) AFS
RM RM RM

Group
At 31 March 2018
Financial assets
Other investments 15,850,594 - 15,850,594
Trade and other receivables * 20,492,387 20,492,387 -
Cash and short-term deposits 1,021,101 1,021,101 -

37,364,082 21,513,488 15,850,594

Financial liabilities

Loans and borrowings (18,649,269) (18,649,269) -

Trade and other payables * (16,547,672) (16,547,672) -
(35,196,941)  (35]196,941) -

At 31 March 2017

Financial assets

Other investments 15,063,626 - 15,063,626
Trade and other receivables * 21,626,369 21,626,369 -
Cash and short-term deposits 1,535,258 1,535,258 -

38,225,253 23161627 15,063,626

Financial liabilities

Loans and borrowings 17,610,732) (17,610,732) -

Trade and other payables * (11,048,963)  (11,048,963) -
(28,659,695) (28,659,695) -

* Exclude GST refundable and prepayments
" Exclude GST payable
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

28. FINANCIAL INSTRUMENTS (CONT'D)

(a) Categories of financial instruments (Cont'd)

Carrying L&R/
amounts (FL)
RM RM
Company
At 31 March 2018
Financial assets
Trade and other receivables * 5,564,825 5,564,825
Cash and short-term deposits 3,420 3,420

5,568,245 5,568,245

Financial liability
Trade and other payables (794,084) (794,084)

At 31 March 2017

Financial assets

Trade and other receivables * 5,337,317 5,337,317

Cash and short-term deposits 23,032 23,032
5,360,349 5,360,349

Financial liability
Trade and other payables (544,746) (544,746)

* Exclude GST refundable and prepayments

(b) Financial risk management

The Group’s and the Company’s activities are exposed to a variety of financial risks arising from their operations
and the use of financial instruments. The key financial risks include credit risk, liquidity risk, foreign currency
risk, interest rate risk and market price risk. The Group's and the Company’s overall financial risk management
objective is to optimise value for their shareholders. The Group and the Company do not trade in financial
instruments.

The Board of Directors reviews and agrees to policies and procedures for the management of these risks,
which are executed by the Group’s senior management. The audit committee provides independent oversight
to the effectiveness of the risk management process.

The following sections provide details regarding the Group’'s and the Company’s exposure to the above
mentioned financial risks and the objectives, policies and processes for the management of these risks.
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

28. FINANCIAL INSTRUMENTS (CONT'D)

(b) Financial risk management (Cont'd)
(i) Credit risk
Trade and other receivables

Credit risk is the risk of financial loss to the Group and the Company that may arise on outstanding financial
instruments should a counterparty default on its obligations. The Group's and the Company's exposure to
credit risk arises primarily from trade and other receivables. The Group and the Company have a credit
policy in place and the exposure to credit risk is managed through the application of credit approvals, credit
limits and monitoring procedures.

As at the end of the reporting period, the maximum exposure to credit risk arising from trade and other
receivables is represented by their carrying amounts in the statements of financial position.

The carrying amount of trade and other receivables are not secured by any collateral or supported by
any other credit enhancements. In determining the recoverability of these receivables, the Group and the
Company consider any change in the credit quality of the receivables from the date the credit was initially
granted up to the reporting date. The Group and the Company have adopted a policy of dealing with
creditworthy counterparties as a means of mitigating the risk of financial loss from defaults.

The Group use ageing analysis to monitor the credit quality of the trade receivables. The ageing of trade
receivables as at the end of the financial year is disclosed in Note 9 to the financial statements. Trade
receivables that are neither past due nor impaired are creditworthy debtors with good payment records
with the Group. A significant portion of these trade receivables are regular customers that have been
transacting with the Group. Management has taken reasonable steps to ensure that trade receivables that
are neither past due nor impaired are stated at their realisable values. Impairment is made on specific
receivables when there is objective evidence that the Group will not be able to collect all amounts due.

The Group and the Company monitor the results of the subsidiaries and related companies in determining
the recoverability of these intercompany balances.

Other financial assets

For other financial assets (including other investments, cash and cash equivalents and short-term deposits
placed with a licensed bank), the Group and Company minimise credit risk by dealing exclusively with high
credit rating counterparties. At the reporting date, the Group’s and the Company’s maximum exposure
to credit risk arising from other financial assets is represented by the carrying amount of each class of
financial assets recognised in the statements of financial position.
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NOTES TO THE FINANCIAL STATEMENTS

28. FINANCIAL INSTRUMENTS (CONT'D)

(b) Financial risk management (Cont'd)

(i) Credit risk (Cont'd)

Financial guarantees

The Company is exposed to credit risk in relation to financial guarantees given to bank in respect of loans
granted to a subsidiary. The Company monitors the results of the subsidiary and its repayment on an
on-going basis. The maximum exposure to credit risks amounts to RM18,769,269 (2017: RM16,826,526)
representing the maximum amount the Company could pay if the guarantee is called on as disclosed
in Note 28(b)(ii) to the financial statements. As at the reporting date, there was no indication that the
subsidiary would default on repayment.

The financial guarantees have not been recognised since the fair value on initial recognition was not
material.

(ii) Liquidity risk

Liquidity risk is the risk that the Group or the Company will encounter difficulty in meeting financial
obligations when they fall due. The Group’s and the Company’s exposure to liquidity risk arise primarily
from mismatches of the maturities between financial assets and liabilities. The Group’s and the Company’s
exposure to liquidity risk arise principally from trade and other payables, loans and borrowings.

The Group’s and the Company’s objective is to maintain a balance between continuity of funding and
flexibility through the use of stand-by facilities. The Group and the Company maintain sufficient liquidity and
available funds to meet daily cash needs, while maintaining controls and security over cash movements.
The Group and the Company use a series of processes to obtain maximum benefits from its flow of
funds, such that they are efficiently managed to maximise income from investment and minimise cost on
borrowed funds. The Group’s and the Company’s treasury department also ensure that there are sufficient
unutilised stand-by facilities, funding and liquid assets available to meet both short-term and long-term
funding requirements.
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

28. FINANCIAL INSTRUMENTS (CONT'D)
(b) Financial risk management (Cont'd)
(ii) Liquidity risk (Cont'd)

Maturity analysis
The maturity analysis of the Group’s and the Company’s financial liabilities by their relevant maturity at the

reporting date are based on contractual undiscounted repayment obligations are as follows:

<«———— Contractual cash flows —»

On demand Between
Carrying or within one to More than
amounts one year five years five years Total
RM RM RM RM RM
Group
2018
Financial liabilities
Trade and other payables " 16,547,672 16,547,672 - - 16,547,672
Bank overdraft 3,729,305 3,729,305 - - 3,729,305
Bankers' acceptance 11,982,000 11,982,000 = = 11,982,000
Finance lease liabilities 1937964 1,513,678 505,883 25,488 2,045,049
Revolving credits 1,000,000 1,083,500 - - 1,083,500
35,196,941 34,856,155 505,883 25488 35,387,526
2017
Financial liabilities
Trade and other payables " 11,048,963 11,048,963 - - 11,048,963
Bank overdraft 3,465,555 3,465,555 - - 3,465,555
Bankers' acceptance 9,490,000 9,490,000 - - 9,490,000
Finance lease liabilities 3,655,177 1,975,566 1,930,700 - 3,906,266
Revolving credits 1,000,000 1,000,000 - - 1,000,000
28,659,695 26,980,084 1,930,700 - 28910,784
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

28. FINANCIAL INSTRUMENTS (CONT'D)

(b) Financial risk management (Cont'd)

(ii) Liquidity risk (Cont'd)

Maturity analysis
The maturity analysis of the Group’s and the Company's financial liabilities by their relevant maturity at

the reporting date are based on contractual undiscounted repayment obligations are as follows: (Cont'd)

<«— Contractual cash flows —————

On demand Between
Carrying or within one to More than
amounts one year five years five years Total
RM RM RM RM RM
Company
2018
Financial liabilities
Trade and other payables 794,084 794,084 - - 794,084
Financial guarantee
contracts - 18,769,269 - - 18,769,269
794,084 19,563,353 - - 19,563,353
2017
Financial liabilities
Trade and other payables 544746 544746 - - 544,746
Financial guarantee
contracts - 16,826,526 - - 16,826,526
544,746 17,371,272 - - 17,371,272

~ Exclude GST payable

(iii) Currency risk

VERSATILE CREATIVE BERHAD

Foreign currency risk is the risk of fluctuation in fair value or future cash flows of a financial instrument
as a result of changes in foreign exchange rates. The Group's exposure to the risk of changes in foreign
exchange rates relates primarily to the Group’s operating activities (when sales and purchases that are
denominated in a foreign currency).

Management has set up a policy that requires all companies within the Group and the Company to manage
their treasury activities and exposures. In addition, the Group and the Company also takes advantage of any
natural effects of its foreign currencies revenues and expenses by maintaining current accounts in foreign
currencies.

The Group has transactional currency exposures arising from sales, purchases, and cash and bank
balances that are denominated in currencies other than the respective functional currency of the Group,
primarily Ringgit Malaysia (“RM™). The foreign currency in which these transactions are denominated is
mainly United States Dollar (“USD"), British Pound (“GBP"), Australian Dollar (“AUD"), Euro ("EUR"), and
Singapore Dollar (“SGD").

The information on the Group’s exposure to foreign currency and its carrying amounts are disclosed in
their respective notes.
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

28. FINANCIAL INSTRUMENTS (CONT'D)
(b) Financial risk management (Cont'd)
(iii) Currency risk (Cont'd)

Sensitivity analysis for foreign currency risk

A 10% strengthening/weakening of the RM against the respective foreign currencies as at the end of the
reporting period would have decreased/(increased) the profit/(loss) after taxation by the amounts shown
below. This assumes that all other variances remain constant.

Group Profit/(Loss) and equity
2018 RM
usD strengthen - 10% 106,032
GBP strengthen - 10% 1912
AUD strengthen - 10% 1
EUR strengthen - 10% arar6)
SGD strengthen - 10% 1,745
2017

UusD strengthen - 10% 117,485
GBP strengthen - 10% 5,887
AUD strengthen - 10% 1
EUR strengthen - 10% 270
SGD strengthen - 10% 27,709

A 10% weakening of the above foreign currencies against the RM would have had equal but opposite effect
to the amounts shown above, on the basis that all other variables remain constant.

(iv) Interest rate risk

Interest rate risk is the risk of fluctuation in fair value or future cash flows of the Group’s financial
instruments as a result of changes in market interest rates. The Group’s exposure to interest rate risk
arises primarily from its long-term loans and borrowings with floating interest rates.

The Group manages the net exposure to interest rate risk by maintaining sufficient lines of credit to obtain
acceptable lending costs and by monitoring the exposure to such risks on an ongoing basis. Management
does not enter into interest rate hedging transactions since it considers that the cost of such instruments
outweigh the potential risk of interest rate fluctuation.

The information on maturity dates and effective interest rate of financial assets and liabilities are disclosed
in their respective notes.

VERSATILE CREATIVE BERHAD 12']
ANNUAL REPORT 2018 Company No. 603770 - D

P
®
o
/Q_p\
B>
B
ﬂ’ 111}



122

NOTES TO THE FINANCIAL STATEMENTS

(Continued)

28. FINANCIAL INSTRUMENTS (CONT'D)

(b) Financial risk management (Cont'd)

(iv) Interest rate risk (Cont’d)

Sensitivity analysis for interest rate risk

Fair value sensitivity for fixed rate instrument

The Group does not account for any fixed rate financial assets at fair value through profit or loss and equity.
Therefore, a change in interest rates at the reporting date would not affect profit or loss and equity.

Cash flows sensitivity analysis for variable rate instruments

The following table demonstrates the sensitivity to a reasonably possible change in interest rates, with all
other variables held constant on the Group's total equity and profit/(loss) for the financial year.

Effect on
profit/(loss)

Change in for the Effect
basis financial on
point year equity

RM RM

Group
31 March 2018 +50 (63,503) (63,503)
-50 63,503 63,503
31 March 2017 +50 (53,031 (53,031
-50 53,031 53,031

(v) Market Price Risk

Market price risk is the risk that the fair value or future cash flows of the Group'’s financial instruments will
fluctuate because of changes in market prices (other than interest or exchange rates).

The Group is exposed to equity price risk arising from its investment in quoted equity instruments. The
quoted equity instruments in Malaysia are listed on Bursa Securities. These instruments are classified as
held for trading or available-for-sale financial assets. The Group does not have exposure to commodity
price risk.

Sensitivity analysis for equity price risk

This analysis assumes that all other variables remain constant and the Group's equity investments moved
in correlation with FTSE Bursa Malaysia KLCI (“FBMKLCI").

A 10 percent strengthening in FBMKLCI at the end of the reporting period would have increased equity by
RM6,245,134. A 10 percent weakening in FBMKLCI would have had equal but opposite effect on equity.
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

28. FINANCIAL INSTRUMENTS (CONT'D)

(c) Fair value measurement
The carrying amounts of cash and cash equivalents, short-term receivables and payables and short term
borrowings reasonably approximate to their fair values due to the relatively short-term nature of these financial

instruments.

It was not practicable to estimate the fair value of the Group’s investment in unquoted shares due to the lack of
comparable quoted prices in an active market and the fair value cannot be reliably measured.

There were no transfers between Level 1 and Level 2 during the financial year (2017: no transfers in either
directions).

The following table provides the fair value measurement hierarchy of the Group's financial instruments:

2018 2017
Carrying Fair Carrying Fair
amount value amount value
RM RM RM RM
Group
Financial asset
Level 1
Financial instrument carried at fair value:
Other investments 15,850,594 15,850,594 15,063,626 15,063,626
Financial liability
Level 3
Financial instrument not carried at fair value:
Finance lease liabilities 1937964 1,997,459 3,655,177 3,767,391

Level 1 fair value
Fair value of financial instrument carried at fair value
The fair value of the Group’s other investments is classified under Level 1.

The fair value of financial instruments traded in active market is based on quoted market prices at the reporting
date. A market is regarded as active if quoted prices are readily and regularly available from an exchange,
dealer, broker, industry group, pricing service, or regulatory agency, and those prices represent actual and
regularly occurring market transactions on an arm’s length basis. The quoted market price used for financial
assets held by the Group is the current bid price.
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

28. FINANCIAL INSTRUMENTS (CONT'D)
(c) Fair value measurement (Cont'd)
Level 3 fair value
Fair value of financial instrument not carried at fair value
The fair value of finance lease liabilities are determined using the discounted cash flows method based on
discount rates that reflects the issuer’s borrowing rate as at the end of the reporting period.
29. CAPITAL MANAGEMENT
The primary objective of the Group’s and the Company’s capital management is to ensure that it maintains a
strong capital base and safeguard the Group’s and the Company's ability to continue as a going concern, so as to
maintain investor, creditor and market confidence and to sustain future development of the business. The directors
monitor and determine to maintain an optimal debt-to-equity ratio that complies with debt covenants and regulatory

requirements.

No changes were made in the objective, policies and processes during the financial years ended 31 March 2018
and 31 March 2017.

The Group and the Company monitor capital using gearing ratio. The gearing ratio is calculated as total debts
divided by total equity. The gearing ratio as at reporting date are as follows:

Group Company

2018 2017 2018 2017

RM RM RM RM

Trade and other payables 16,715,263 11,098,331 794,084 544746
Loans and borrowings 18,649,269 17,610,732 - -
Total debts 35,364,532 28,709,063 794,084 544746
Total equity 52,130,164 55327935 26,726,010 26,697,523
Gearing ratio 68% 52% 3% 2%

There were no changes in the Group’s and the Company's approach to capital management during the financial
year.

The Company is also required to comply with the disclosure and necessary capital requirement as prescribed in the
Main Market Listing Requirement of Bursa Malaysia Securities Berhad.
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NOTES TO THE FINANCIAL STATEMENTS

(Continued)

30. SIGNIFICANT EVENT DURING AND SUBSEQUENT TO THE FINANCIAL YEAR

(a)

(b)

The following transactions were completed:

(i) On 9 January 2018, the Company announced that its wholly owned subsidiary, Versatile Papar Boxes
Sdn. Bhd. (“VPB"), had disposed 17,000,000 ordinary shares of IRIS Corporation Berhad (“IRIS"),
representing 0.69% equity interest in IRIS for a total cash consideration of RM3,535,000. The disposal
was made through Open Market Disposal.

(i) On 29 January 2018, the Company further announced on the proposed shareholder mandate for the
disposal of 82,424,033 ordinary shares of IRIS, representing 3.37% equity interest in IRIS held by VPB.
This proposal was subsequently approved by the shareholders in an Extraordinary General Meeting held
on 13 February 2018.

(i) On 13 April 2018, the Company proposed private placement of up to 11,733,800 new ordinary shares in
the Company, representing approximately 10% the issued shares in the Company to independent third
party investor(s) to be identified. This proposal was subsequently approved by Bursa Malaysia Securities
Berhad on 21 May 2018. On 19 June 2018, the Company further announced that Issue price of the
placement shares was fixed by at RM0.362 per placement share.

On 3 July 2018, the Board of Directors of the Company (“the Board”) made an announcement on Bursa Malaysia
Securities Berhad to disclose that they have discovered financial irregularities arising from unauthorised
payments to third parties between August 2017 and June 2018 on the purported professional fees paid for
land conversion services amounting to approximately RM2,300,000, of which RM1,900,000 has been paid
during the financial year while additional payments of approximately RM400,000 were made subsequent to
financial year ended. The Company had appointed Crowe Malaysia as the Forensic Accountants to conduct
an investigative audit on the payment transactions. The investigative audit commenced on 3 July 2018. On 10
August 2018, the Board further announced on the completion of the investigative audit (“the Report”) where
the Report found, amongst others, that there were irregularities in payments amounting to RM2,300,000 which
were approved by the Company’s Managing Director and Chief Financial Officer. The Report also found that
the Managing Director and Chief Financial Officer could not account for the RM2,300,000 million and failed to
provide evidence as to whom the RM2,300,000 was paid to. On 21 August 2018, both the Managing Director
and Chief Financial Officer were dismissed from their employment as they failed to satisfactorily answer the
allegations made against them in the show-cause letters that were issued to them on 13 August 2018.
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STATEMENT BY
DIRECTORS

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

We, DATO’ LEE KWEE HIANG and DATO' EOW KWAN HOONG, being two of the directors of VERSATILE CREATIVE
BERHAD, do hereby state that in the opinion of the directors, except as disclosed in Note 9(a) and Note 30(b) to the
financial statements, the accompanying financial statements are properly drawn up in accordance with Malaysian
Financial Reporting Standards, International Financial Reporting Standards and the requirements of the Companies Act
2016 in Malaysia so as to give a true and fair view of the financial position of the Group and of the Company as at 31
March 2018 and of their financial performance and cash flows for the financial year then ended.

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

DATO’ LEE KWEE HIANG
Director

DATO’ EOW KWAN HOONG
Director

Kuala Lumpur

Date: 7 September 2018
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STATUTORY
DECLARATION

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

|, DATO’ LEE KWEE HIANG, being the director primarily responsible for the financial management of VERSATILE
CREATIVE BERHAD, do solemnly and sincerely declare that to the best of my knowledge and belief, except
as disclosed in Note 9(a) and Note 30(b) to the financial statements, the accompanying financial statements
are correct, and | make this solemn declaration conscientiously believing the same to be true, and by virtue of the
provisions of the Statutory Declarations Act 1960.

DATO’ LEE KWEE HIANG
Subscribed and solemnly declared by the abovenamed at Kuala Lumpur in the Federal Territory on 7 September 2018.

Before me,

Commissioner for Oaths

ABDUL SHUKOR MD NOOR
License no. W 725
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INDEPENDENT
AUDITORS" REPORT

TO THE MEMBERS OF VERSATILE CREATIVE BERHAD
(Incorporated in Malaysia)

Report on the Audit of the Financial Statements
Qualified Opinion

We have audited the financial statements of Versatile Creative Berhad, which comprise the statements of financial
position as at 31 March 2018 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 financial statements, including summary of significant accounting policies, as set out on pages 58 to 125.

In our opinion, except for the possible effects of the matter described in the Basis for Qualified Opinion section of our
report, the accompanying financial statements give a true and fair view of the financial position of the Group and of the
Company as at 31 March 2018, and of their financial performance and their cash flows for the financial year then ended
in accordance with the Malaysian Financial Reporting Standards, International Financial Reporting Standards and the
requirements of the Companies Act 2016 in Malaysia.

Basis for Qualified Opinion

As disclosed in Note 9(a) and 30(b) to the financial statements, included in prepayments of the Group are purported
professional fees paid of RM1,900,000 for land conversion services. On 3 July 2018, the Board of Directors of the
Company had appointed Forensic Accountants to conduct an investigative review on the payment transactions.

We were unable to obtain sufficient appropriate audit evidence and satisfactory explanations on the aforesaid payments.
Consequently, we were unable to determine whether any adjustments to these payments on the financial statements
of the Group were necessary.

We conducted our audit in accordance with approved standards on auditing in Malaysia and International Standards on
Auditing. Our responsibilities under those standards are further described in the Auditors’ Responsibilities for the Audit
of the Financial Statements section of our report. We are independent of the Group and of the Company in accordance
with the By-Laws (on Professional Ethics, Conduct and Practice) of the Malaysian Institute of Accountants (“By-Laws")
and the International Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants (“IESBA
Code™), and we have fulfilled our other ethical responsibilities in accordance with the By-Laws and the IESBA Code. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our qualified opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the
financial statements of the Group and of the Company for the current financial year. These matters were addressed in
the context of our audit of the financial statements of the Group and of the Company as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on these matters. In addition to the matter described in the
Basis for Qualified Opinion section, we have determined the matters describe below to be the key audit matters to be
communicated in our report.
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INDEPENDENT AUDITORS" REPORT
TO THE MEMBERS OF VERSATILE CREATIVE BERHAD

(Incorporated in Malaysia)
(Continued)

Key Audit Matters (Cont'd)
Group
Trade receivables (Note 9 to the financial statements)

We focused on this area because the directors made judgements over both the events or changes in circumstances
indicating that trade receivables are impaired and the estimation of the size of any such impairment. The trade
receivables are monitored individually by the Group and therefore the impairment is assessed based on knowledge of
each individual receivable.

Our audit response:
Our audit procedures included, among others:

e understanding significant credit exposures which were significantly overdue or deemed to be in default through
analysis of ageing reports and other collection reports prepared by the management;

e obtaining confirmation of balances from selected samples of receivables; and

e reviewing subsequent receipts and consider management'’s explanation on recoverability with significantly past due
balances.

Liquidity requirement

The Group’s policies and processes for the management of liquidity risk is disclosed in Note 28(b)(ii) to the financial
statements. The directors have prepared the cash flow forecast for the next 12 months from the financial year end to
support the assertion that the Group will have sufficient funds to meet its cash flow obligations. We focused on this area
due to the significant judgements made by the directors in the preparation of the cash flow forecast.

Our audit procedures included, among others:

e considering the cash flow forecast over the next 12 months;

e considering the Group's assumptions in the cash flow forecast in relation to key inputs such as revenue and profit
margins; and

e testing the mathematical accuracy of the cash flow forecast calculation.

Company

We have determined that there are no key audit matters to communicate in our report which arose from the audit of the
financial statements of the Company.
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INDEPENDENT AUDITORS" REPORT
TO THE MEMBERS OF VERSATILE CREATIVE BERHAD
(Incorporated in Malaysia)

(Continued)

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. As described in the Basis for Qualified Opinion section above, wwe were unable to
obtain sufficient appropriate audit evidence and satisfactory explanations on the aforesaid payments. Accordingly, we
are unable to conclude whether or not the other information is materially misstated with respect to this matter.

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

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

The directors of the Company are responsible for overseeing the Group'’s financial reporting process.
Auditors’ Responsibilities for the Audit of the Financial Statements

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

(Continued)

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

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

e 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.

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

e evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by the directors.

e 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.

e 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.

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

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

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

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

(Continued)

Report on Other Legal and Regulatory Requirements
In accordance with the requirement of the Companies Act 2016 in Malaysia, we report that, in our opinion:

(a) except for the matter described in the Basis for Qualified Opinion section, the accounting and other records have
been properly kept by the Company in accordance with the provision of the Companies Act 2016 in Malaysia.

(b) we have not obtained all the information and explanation that we required.
Other Matters
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 contents
of this report.

Baker Tilly Monteiro Heng Ong Teng Yan
No. AF 0117 No. 03076/07/2019 J
Chartered Accountants Chartered Accountant

Kuala Lumpur

Date: 7 September 2018
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LIST OF PROPERTIES

Location Description Land Area  Built-up Existing Tenure/ Age of Date of
of land (sq.ft.) Area Use Lease building  acquisition
(sq.ft.) Period (years)
Lot 30745, Land with a 130,680 94,961 Factory, Term of 25 09 Dec
Jalan Pandan  single storey warehouse 99 years 1993
Indah, Pandan  detached and office expiring on
Indah 55100 factory with 26 June
Kuala Lumpur  an annexed 2063
double storey
office building
UERATLE TS SIS | reporr o0 | 5 B 1



ANALYSIS OF
SHAREHOLDINGS

AS AT 6 SEPTEMBER 2018

Ordinary shares

Paid up capital - RM67,390,008 comprising 129,072,481 ordinary shares
Class of shares - Ordinary share
Voting rights - One vote per ordinary share

Distribution of shareholdings

No. of % of Total % of
shareholders shareholders holdings total holdings
Size of shareholding:
Less than 1,000 7929 86.204 1,336,503 1.035
1,001 to 10,000 776 8.437 3197116 2.477
10,001 to 100,000 362 3936 12,314,705 9.541
100,001 to less than 5% of 130 1.413 83,711,257 64.856
issued shares
5% and above of issued shares 1 0.010 28,512,900 22.090
Total 9,198 100.000 129,072,481 100.000

Substantial shareholders as per Register of substantial shareholders

Direct Indirect
No. of No. of
Name Shares held % Shares held %
1. NSK Trading Sdn. Bhd. 28,512,900 22.090 - -
2. Dato’ Wong Kong Choong @ Leong Kong Choong 614,800 0.476 677150(a) 0.525
Total 29,127,700 22.566 677,150 0.525

Notes:
a) Deemed interested by virtue of his interest in GT-M Sign Sdn Bhd pursuant to Section 8 of the Act
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ANALYSIS OF SHAREHOLDINGS
AS AT 6 SEPTEMBER 2018
(Continued)

Directors’ shareholdings

Direct Interest Deemed Interest
No. of No. of
Name Shares held %  Shares held %
1. Dato’ Lee Kwee Hiang - - - i}
2. Dato’ Wong Kong Choong @ Leong Kong 614,800 0.476 677150 0.525
Choong

3. Dato’ Chew Weng Kit - - 5438170 4213
4. Dato’ Eow Kwan Hoong - - - -
5. Chan Feoi Chun - - - -
6. Khat Chee How - - - -
7. Lim Siew Yeng - - 28,512,900 22.090
8. Fathi Ridzuan Bin Ahmad Fauzi - - - -
9. To' Puan Rozana Binti Tan Sri Redzuan - - - -
10. Chang Chen Seng - - - -
11. Dato’ Sri Wira Ayub Bin Yaakob - - - -
12. Dato’ Seri Mohd Shariff Bin Omar - - - -
13. Tan Sri Datuk Seri Panglima Abdul Gani Patail - - - -
14. Datuk Hew Lee Lam Sang - - - -
Total 614,800 0.476 34,628,220 26.828
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ANALYSIS OF
SHAREHOLDINGS

30 LARGEST SHAREHOLDERS AS AT 6 SEPTEMBER 2018

NSK TRADING SDN. BHD.

HLIB NOMINEES (TEMPATAN) SDN BHD
HONG LEONG BANK BHD FOR KUAN KAR CHIN

SIN WI KOCK

WONG POH KIM @ MARY ANN

MIDF AMANAH INVESTMENT NOMINEES (TEMPATAN) SDN
BHD AMANAH INTERNATIONAL FINANCE SDN BHD FOR
RICA HOLDINGS (M) SDN BHD

ALLIANCEGROUP NOMINEES (TEMPATAN) SDN BHD
PLEDGED SECURITIES ACCOUNT FOR LAI SING FOO
(7004157)

CIMB ISLAMIC NOMINEES (TEMPATAN) SDN BHD
CIMB ISLAMIC TRUSTEE BHD FOR BIMB | DIVIDEND FUND

TA NOMINEES (TEMPATAN) SDN BHD
PLEDGED SECURITIES ACCOUNT FOR THAM QUEK NGOK

LAI SING FOO

TENGKU AB MALEK BIN TENGKU MOHAMED

OMERO SDN BHD

RHB NOMINEES (TEMPATAN) SDN BHD
PLEDGED SECURITIES ACCOUNT FOR NG AUN HOOQI

TAN TECK BENG

MA SU TENG

LYE LOI KENG

LEE LEE CHOO
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No. of Shares
Held

28,512,900

5,866,900

5,866,900
5,442,200

5438170

4,334,700

4,170,000

4,066,300

3,445,300
3,029,200
1,505,000

1,469,900

1,356,100
1,328,700
1,241,400

1120,000

‘ ANNUAL REPORT 2018

% of issued
capital

22.090

4.545

4.545
4.216

4.213

3.358

3.230

3150

2.669
2.346
1166

1138

1.050
1.029
0.961

0.867
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ANALYSIS OF SHAREHOLDINGS
30 LARGEST SHAREHOLDERS AS AT 6 SEPTEMBER 2018

(Continued)
No. of Shares % of issued
Held capital
17 CIMSEC NOMINEES (TEMPATAN) SDN BHD 1,000,200 0.774
EXEMPT AN FOR CGS-CIMB SECURITIES (SINGAPORE) PTE.
LTD. (RETAIL CLIENTS)
18 CIMB GROUP NOMINEES (TEMPATAN) SDN BHD 1,000,000 0.774
CIMB ISLAMIC TRUSTEE BERHAD FOR PMB SHARIAH MID-
CAP FUND
19 KENANGA NOMINEES (TEMPATAN) SDN BHD 1,000,000 0.774
TAN YONG NGUANG @ TAN YONG GUAN (PCS)
20 TAN YEW CHONG 1,000,000 0.774
21 TAN LIAN TIONG 839,000 0.650
22 RHB NOMINEES (TEMPATAN) SDN BHD 774,200 0.599
PLEDGED SECURITIES ACCOUNT FOR YONG POW KIM
23 DARREN THAM JOON KIT 711,000 0.550
24 KOPERASI PERMODALAN FELDA MALAYSIA BERHAD 700,000 0.542
25 ONG CHU LEE 675,700 0.523
26 M & A NOMINEE (TEMPATAN) SDN BHD 600,650 0.465
PLEDGED SECURITIES ACCOUNT FOR CHEW HUN SENG
(M&A)
27 AMSEC NOMINEES (TEMPATAN) SDN BHD 579,600 0.449
PLEDGED SECURITIES ACCOUNT - AMBANK (M) BERHAD
FOR WONG KONG CHOONG @ LEONG KONG CHOONG
(SMART)
28 CHEONG SOON LOONG 550,000 0.426
29 RHB NOMINEES (TEMPATAN) SDN BHD 541,200 0.419
PLEDGED SECURITIES ACCOUNT FOR YONG POW KIM
30 LYONEL TAN OOl KEONG 531,000 0.41
Total 88,696,220 68.718
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NOTICE OF FIFTEENTH (15TH)
ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN that the Fifteenth Annual General Meeting of the Company will
be held at Langkawi Room, 1st Floor, Bukit Jalil Golf & Country Resort, Jalan Jalil Perkasa,
57000 Kuala Lumpur on Sunday, 30 September 2018 at 11.00 a.m. for the transaction of
the following businesses:

AGENDA

Ordinary Business

1.

To receive the Audited Financial Statements for the financial year ended 31 March 2018
together with the Reports of the Directors and Auditors thereon.

To re-elect the following Directors who retire in accordance with Article 73 of the
Articles of Association of the Company and being eligible, have offered themselves for
re-election:-

a) Dato’ Chew Weng Kit

b) Dato’ Eow Kwan Hoong

c) Dato’ Lee Kwee Hiang

d) Mr Chan Feoi Chun

e) Dato’” Wong Kong Choong @ Leong Kong Choong

To re-elect the following Directors who retire in accordance with Article 78 of the
Articles of Association of the Company and being eligible, have offered themselves for
re-election:-

a) To' Puan Rozana binti Tan Sri Dato Haji Redzuan

b) Fathi Ridzuan bin Ahmad Fauzi

To approve the payment of Directors’ fees of totaling RM262,000 to the Non-Executive
Directors of the Company for the financial year ending 31 March 2019.

To approve the payment of Directors’ benefits of RM478,500 for the period from 30
September 2018 until the next Annual General Meeting of the Company.

To re-appoint Messrs Baker Tilly Monteiro Heng as Auditors of the Company for the
ensuing year and to authorise the Directors to fix their remuneration.

To consider and, if thought fit, to pass the following Ordinary Resolutions:
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Ordinary Resolution 1
Ordinary Resolution 2
Ordinary Resolution 3
Ordinary Resolution 4
Ordinary Resolution 5

Ordinary Resolution 6
Ordinary Resolution 7
Ordinary Resolution 8

Ordinary Resolution 9

Ordinary Resolution 10
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NOTICE OF FIFTEENTH (15TH)
ANNUAL GENERAL MEETING

(Continued)

Special Business
7. Proposed retention of Mr Chan Feoi Chun as Independent Non-Executive Director

“THAT, subject to passing of ordinary resolution 4 and in accordance with the Malaysian
Code on Corporate Governance (“MCCG"), Mr Chan Feoi Chun be and is hereby retained
as Independent Non-Executive Director of the Company and be designated as such
until the conclusion of the next AGM, subject to the provisions of the relevant regulatory
authorities.”

Authority to Issue and Allot Shares

“THAT subject always to the Companies Act 2016 (‘the Act”), the Main Market Listing
Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities”) and the
approvals of the relevant governmental/regulatory authorities, the Directors be and
are hereby empowered, pursuant to Sections 75 and 76 of the Act, to issue shares in
the Company from time to time at such price, upon such terms and conditions, and for
such purposes as the Directors may in their absolute discretion deem fit provided that
the aggregate number of shares issued pursuant to this Resolution does not exceed
10% of the nominal value of the issued and paid up share capital (excluding treasury
shares) of the Company for the time being AND THAT the Directors be and are also
empowered to obtain the approval from Bursa Securities for the listing and quotation
for the additional shares so issued on the Bursa Securities AND FURTHER THAT such
authority shall continue in force until the conclusion of the next Annual General Meeting
of the Company.”

To transact any other business of which due notice shall have been given.

BY ORDER OF THE BOARD

KHAT CHEE HOW
Director

Kuala Lumpur
Date: 8th September, 2018
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NOTICE OF FIFTEENTH (15TH)
ANNUAL GENERAL MEETING

(Continued)

Notes:-

(@)

(b)

(c)

(d)

(e)

()

A member entitled to attend and vote at the meeting is entitled to appoint a proxy or proxies to attend, speak and vote on his
(her) behalf. A proxy may but need not be a member of the Company.

Where a member appoints two (2) proxies or more proxies, the appointment shall be invalid unless the proportions of
shareholdings to be represented by each proxy are specified.

The Form of Proxy shall be signed by the appointor or his (her) attorney duly authorised in writing or, if the member is a
corporation, either under its common seal or under the hand of an officer or attorney so authorised.

The instrument appointing a proxy must be deposited at the office of the Company’s Share Registrar situated at Unit 32-07, Level
32, Tower A, Vertical Business Suite, Avenue 3, Bangsar South, No. 8, Jalan Kerinchi, 59200 Kuala Lumpur or alternatively, the
Customer Service Centre at Unit G-3, Ground Floor, Vertical Podium, Avenue 3, Bangsar South, No. 8, Jalan Kerinchi, 59200
Kuala Lumpur, not less than forty-eight (48) hours before the time for the meeting or any adjournment thereof.

Where a member of the Company is an authorised nominee as defined under the Securities Industry (Central Depositories)
Act 1991, it may appoint at least one proxy in respect of each securities account it holds with ordinary shares of the Company
standing to the credit of the said securities account. Where a member of the Company is an exempt authorised nominee which
holds ordinary shares in the Company for multiple beneficial owners in one securities account (“omnibus account”), there is no
limit to the number of proxies which the exempt authorised nominee may appoint in respect of each omnibus account it holds.

For the purpose of determining a member who shall be entitled to attend the Fifteenth Annual General Meeting, the Company
shall request Bursa Malaysia Depository Sdn Bhd to issue a Record of Depositors as at 24 September 2018. Only a depositor
whose name appears on the Record of the Depositor as at 24 September 2018 shall be entitled to attend the said meeting or

appoint proxies to attend and/or vote on his/her behalf.

EXPLANATORY NOTES

1.

Audited Financial Statements for the Financial Year Ended 31 March 2018

The Agenda No. 1 is meant for discussion only as Sections 248(2) and Section 340(1)(a) of the Companies Act,
2016 provide that the audited financial statements are to be laid in the general meeting and do not require a formal
approval of the shareholders. Therefore, this Agenda item is not put forward for voting.

Resolution 11 : Continuing in Office as Independent Non-Executive Director

Pursuant to the Malaysian Code on Corporate Governance, it is recommended that approval of shareholders be
sought in the event the Company intends to retain an Independent Director who has served in that capacity for more
than nine years. Mr Chan Feoi Chun (“Mr Chan”) who was appointed as a Board member on 23 January 2009 has
reached the nine years term limit on 22 January 2018.

The Board has via the Nomination Committee assessed the independence and performance evaluation of Mr
Chan and recommend that he continues to act as independent Non-Executive Director based on the following
justifications:-

i. He fulfilled the criteria under the definition on Independent Director pursuant to the Main Market Listing
Requirements of Bursa Malaysia Securities Berhad;
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NOTICE OF FIFTEENTH (15TH)
ANNUAL GENERAL MEETING

(Continued)

ii. The Board is of the view that a director’s independence cannot be determined with reference to a set period of
time. Mr Chan’s length of service as Independent Non-Executive Director does not in any way interfere with
his exercise of objective judgement or his ability to act in the best interest of the Company as the shareholders;

iii. Mr Chan understands the Group’s business operations and that enables him to participate actively and contribute
positively during deliberations at the Nomination Committee, Remuneration Committee, Audit Committee and
Board meetings without compromising his independence and objective judgement;

iv. He has devoted sufficient time and commitment to discharge his responsibilities as an Independent Non-
Executive Director;

v. He does not have any business dealings with the Group.

3. Resolution 12 : Authority to Issue and Allot Shares

The Proposed Resolution 12 is for the purpose of granting a renewal of a general mandate (“General Mandate”) and
empowering the Directors to issue shares in the Company up to an amount not exceeding in total ten per centum
(10%) of the Issued Capital of the Company for such purposes as the Directors consider would be in the interest of
the Company. This authority, unless revoked or varied by the Company at a general meeting, will expire at the next
Annual General Meeting. The General Mandate will provide flexibility to the Company for allotment of shares for any
possible fund raising activities, including but not limited for further placing of shares, for the purpose of funding
future investment(s), acquisition(s) and/or working capital.
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PROXY

(Incorporated in Malaysia)

FORM

I/ We
Tel No.

VERSATILE CREATIVE BERHAD (603770 - D)

No. of Ordinary Shares held :

CDS Account No. :

Proportion of shareholdings to be

First Proxy :

represented by proxies

Second Proxy :

Contact No . :

NRIC/ Company No.

of

being a member/members Versatile Creative Berhad hereby appoint

NRIC No. Tel No. of
or failing him,
NRIC No. Tel No. of

or failing him, the Chairman of the Meeting as *my/our proxy to vote for *me/us and on *my/our behalf at the 15th Annual General
Meeting of the Company to be held at Langkawi Room, 1st Floor, Bukit Jalil Goft & Country Resort, Jalan Jalil Perkasa, 57000 Kuala
Lumpur on Sunday, 30 September 2018 at 11.00 a.m. and at any adjournment thereof.

Item AGENDA Resolution  For  Against
1. | Ordinary Business
Receive the Audited Financial Statements for the financial year ended 31 March 2018
together with the Reports of the Directors and Auditors thereon.
2. | Re-election of Dato’ Chew Weng Kit as Director of the Company pursuant to Article 73 of 1
the Company’s Articles of Association.
3. |Re-election of Dato’ Eow Kwan Hoong as Director of the Company pursuant to Article 73 2
of the Company's Articles of Association.
4. | Re-election of Dato’ Lee Kwee Hiang as Director of the Company pursuant to Article 73 of 3
the Company's Articles of Association.
5. |Re-election of Mr Chan Feoi Chun as Director of the Company pursuant to Article 73 of the 4
Company's Articles of Association.
6. | Re-election of Dato” Wong Kong Choong @ Leong Kong Choong as Director of the Company 5
pursuant to Article 73 of the Company's Articles of Association.
7. | Re-election of To’ Puan Rozana binti Tan Sri Dato Haji Redzuan as Director of the Company 6
pursuant to Article 78 of the Company's Articles of Association.
8. |Re-election of Fathi Ridzuan bin Ahmad Fauzi as Director of the Company pursuant to 7
Article 78 of the Company's Articles of Association.
9. | Approval of Directors’ fees of RM262,000 to the Non-Executive Directors for the financial 8
year ending 31 March 2019.
10. |Approval of Directors’ benefits of RM478,500 from 30 September 2018 until the next 9
Annual General Meeting of the Company
11. | Re-appointment of Messrs Baker Tilly Monteiro Heng as Auditors of the Company and to 10
authorise the Directors to fix their remuneration.
Special Business
12. | Approval of Mr Chan Feoi Chun to continue in office as Independent Non-Executive Director 1
13. | Authority to the Directors to allot and issue shares pursuant to Sections 75 & 76 of the 12
Companies Act, 2016.

Please indicate with an “X" in the space provided whether you wish your votes to be cast for or against the resolutions. In the
absence of specific directions, your proxy will vote or abstain as he/she thinks fits.

As witness my/our hand(s) this day of 2018.

Signature or Common Seal of Member(s)

*Strike out whichever is not desired. (Unless otherwise instructed the proxy may vote as he thinks fit)



Notes:

i. A proxy may but need not be a member of the Company. :
ii.  The instrument appointing a proxy shall be in writing (in the common seal or usual form) under the hand of the appointer or his attorney duly :
authorised in writing or, if the appointer is a corporation, either under Seal or under the hand of an officer or attorney duly authorised. The duly !
completed form must be deposited at the office of the Company’s Share Registrar situated at Unit 32-01, Level 32, Tower A, Vertical Business i
Suite, Avenue 3, Bangsar South, No. 8, Jalan Kerinchi, 59200 Kuala Lumpur or alternatively, the Customer Service Centre at Unit G-3, Ground '
Floor, Vertical Podium, Avenue 3, Bangsar South, No. 8, Jalan Kerinchi, 59200 Kuala Lumpur, not less than 48 hours before the time for holding 1
the meeting Provided That in the event member(s) duly executes the form of proxy but does not name any proxy, such member(s) shall be -
deemed to have appointed the Chairman of the meeting as his/their proxy, Provided Always that the rest of the proxy form, other than the !
particulars of the proxy have been duly completed by the member(s). i
iii. A member shall be entitled to appoint not more than two (2) proxies to attend, vote and speak at the same meeting. '
iv.  Where a member is an authorised nominee as defined under the Securities Industry (Central Depositories) Act, 1991 (“Depositories Act”), it may .
appoint at least one proxy in respect of each securities account it holds with ordinary shares of the Company standing to the credit of the said -
securities account. !
v.  Where a member of the Company is an exempt authorised nominee which holds ordinary shares in the Company for multiple beneficial owners 1
in one securities account (“omnibus account”) there is no limit to the number of proxies which the exempt authorised nominee may appoint in :
respect of each omnibus account it holds. An exempted authorised nominee refers to an authorised nominee defined under the Depositories Act i
which is exempted from compliance with the provisions of subsection 25A(1) of Depositories Act. E
vi  Where a member appoints more than one (1) proxy, the appointment shall be invalid unless he specifies the proportions of his shareholdings to 1
be represented by each proxy. :
vii. Only members whose names appear in the Record of Depositors as at 24 September 2018 will be entitled to attend, vote and speak at the :
meeting or appoint proxy(ies) to attend, vote and speak on their behalf. i

Fold Here

AFFIX STAMP

~ 4 VERSATILE
¥ CREATIVE BERHAD
Company No. 603770 - D

THE SHARE REGISTRAR

TRICOR INVESTOR & ISSUING SERVICES SDN BHD

Unit 32-01, Level 32, Tower A, Vertical Business Suite, Avenue 3,
Bangsar South, No.8 Jalan Kerinchi 59200 Kuala Lumpur

Fold Here






WWW.VC-b.com.my

REGISTERED OFFICE




