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COVER RATIONALE

The Nylex (Malaysia) Berhad (“Nylex”) Annual Report
2011 illustrates the bees generating a firm, integrated
honeycomb.

The bees represent team members of Nylex, facing
new challenges and working together. It symbolises
Nylex as a cooperative unit, trusting each other’s
capability, venturing into new industries and making a
name for itself in the market.

Generating positive momentum even in challenging
economic situations, Nylex strives in sustaining
continous advancements, stability and growth through
cooperation, willpower and shared values. Hence, the
tagline “Together We Can Make A Difference”.
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CORPORATE STRUCTURE as at 31 May 2011
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Polymer Division

Rhodemark Development Sdn Bhd

21.2%

NYLEX (MALAYSIA) BERHAD

Nycon Manufacturing Sdn Bhd
Nylex Polymer Marketing Sdn Bhd

PT Nylex Indonesia

Perusahaan Kimia Gemilang Sdn Bhd
90.0%  Dynamic Chemical Trading Pte Ltd
100.0% Perusahaan Kimia Gemilang (Vietnam) Company Ltd
51.0%  PT PKG Lautan Indonesia
55.0%  Ancom Kimia Sdn Bhd
Fermpro Sdn Bhd
Kumpulan Kesuma Sdn Bhd
Wedon Sdn Bhd
CKG Chemicals Pte Ltd
Nylex Specialty Chemicals Sdn Bhd

Speciality Phosphates (Malaysia) Sdn Bhd

Malaysian Roofing Industries Sdn Bhd

Industrial Chemical Division Building Products Division
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LIST OF PRINCIPAL OFFICES

NYLEX (MALAYSIA) BERHAD /
NYCON MANUFACTURING SDN BHD /
NYLEX POLYMER MARKETING SDN BHD
Lot 16, Persiaran Selangor, Section 15
40200 Shah Alam

Selangor Darul Ehsan

Malaysia

Tel :(603) 5519 1706

Fax : (603) 5510 8291 / 5510 0088
www.nylex.com

www.nylexpolymer.com

PT NYLEX INDONESIA

Desa Sumengko Km31 Kecamatan
Wringinanom, Kabupaten Gresik
East Java

61176 Indonesia

Tel :(6231) 898 2626

Fax : (6231) 898 2623

PERUSAHAAN KIMIA GEMILANG SDN BHD
302, Block A, Phileo Damansara 1

No. 9, Jalan 16/11

Off Jalan Damansara

46350 Petaling Jaya

Selangor Darul Ehsan

Malaysia

Tel :(603) 7660 0033

Fax : (603) 7660 0133

DYNAMIC CHEMICAL TRADING PTE LTD
133, Cecil Street

#12-03, Keck Seng Tower

Singapore 069535

Tel :(65) 6224 4142

Fax : (65) 6224 6460
www.dynamicchemical.com.sg

PERUSAHAAN KIMIA GEMILANG (VIETNAM) COMPANY LTD

3rd floor, 521-523 Dien Bien Phu Street
Ward 25, Binh Thanh Dist

Ho Chi Minh City

Vietnam

Tel :(848) 3899 4926

Fax :(848) 3899 4937

PT PKG LAUTAN INDONESIA
Gedung Graha Indramas

JI. AIPDA K.S. Tubun Raya No. 77
Jakarta

11410 Indonesia

Tel :(6221) 5367 3269

Fax :(6221) 5367 3278

ANCOM KIMIA SDN BHD

3A02, Block A, Phileo Damansara 1
No. 9, Jalan 16/11

Off Jalan Damansara

46350 Petaling Jaya

Selangor Darul Ehsan

Malaysia

Tel :(603) 7660 0033

Fax : (603) 7660 0133

FERMPRO SDN BHD

202, Block A, Phileo Damansara 1
No. 9, Jalan 16/11

Off Jalan Damansara

46350 Petaling Jaya

Selangor Darul Ehsan

Malaysia

Tel :(603) 7660 0033

Fax : (603) 7660 0133

KUMPULAN KESUMA SDN BHD /
WEDON SDN BHD

No. 6, Lorong SS13/6A

Subang Jaya Industrial Estate
47500 Subang Jaya

Selangor Darul Ehsan

Malaysia

Tel :(603) 5633 6229

Fax : (603) 5634 9915

CKG CHEMICALS PTELTD
133, New Bridge Road
#25-02, Chinatown Point
Singapore 059413

Tel :(65) 6319 4680

Fax : (65) 6319 4699

NYLEX SPECIALTY CHEMICALS SDN BHD /
SPECIALITY PHOSPHATES (MALAYSIA) SDN BHD
Lot 593 & 624, Persiaran Raja Lumu

Kawasan Perusahaan Pandamaran

42000 Port Klang

Selangor Darul Ehsan

Malaysia

Tel :(603) 3168 8282

Fax : (603) 3168 5711

www.nylexsc.com.my



FIVE-YEAR HIGHLIGHTS

Revenue

Profit before tax

Net profit for the year

Effective percentage rate of tax

Net profit attributable to owners
of the parent

ASSETS

Property, plant & equipment
Investments

Other non-current assets
Current assets

TOTAL ASSETS

EQUITY & LIABILITIES

Equity attributable to owners
of the parent

Share capital

Reserves

Retained earnings

Less : Treasury shares, at cost

Minority interests

Total equity

Non-current liabilities
Current liabilities

TOTAL EQUITY & LIABILITIES

Shareholders’ interest
Earnings per share — sen
Dividend per share — sen
Net assets per share — sen

Depreciation & amortisation
Finance costs

2011
RM’000

1,226,749
16,044
13,138
18.1%

13,185

66,426
3,580
116,671
430,223

616,900

194,338
(18,254)
94,804

(33)

270,855
6,018

276,873

6,430
333,597

616,900
6.9
4.5

139.4

7,957
7,293

2010
RM’000

1,222,086
40,013
35,158

12.1%

35,114

74,027
3,580
114,940
365,522

558,069

194,338

(11,138)
90,100
(8,444)

264,856
4,046

268,902

19,209
269,958

558,069
18.8
2.4

140.6

8,407
5,459

2009
RM’000

1,366,030
10,376
10,618

-2.3%

14,706

78,701
3,580
109,933
326,323

518,537

194,338
(4,577)
59,393
(12,851)

236,303
4,383

240,686

38,439
239,412

518,537
8.2
11.6

127.5

8,198
8,101

2008
RM’000

1,742,062
58,269
47,480

18.5%

47,763

80,870
8,204
89,863
490,299

669,236

194,338
(14,218)
63,096
(24,917)

218,299
8,510

226,809

51,681
390,746

669,236
25.2
2.5

123.4

7,779
9,612

2007
RM’000

1,502,688
45,986
38,957

15.3%

39,258

77,361
8,082
93,344
428,385

607,172

194,338
(9,613)
18,880

203,605
4,691

208,296

66,896
331,980

607,172
21.2
7.0

104.8

8,994
9,897
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BOARD OF DIRECTORS

Aged 56, Malaysian
Non-Independent Executive Chairman

Joined the Board on 30 July 2003 as a Non-Executive Chairman and was re-
designated as Executive Chairman on 1 February 2010.

Datuk Al Amin graduated with a Diploma in Technology from Oxford College of
Further Education and holds a Bachelor of Science degree in Civil Engineering
from the University of Aston, Birmingham, United Kingdom and has recently been
awarded the Honorary Doctorate Degree of Doctor of Science by the University.

Datuk Al Amin began his career as a project engineer with the Perak State
Development Corporation in 1979. Two years later, he was appointed as the
Executive Director of its subsidiary, Maju Bangun Sdn Bhd. In 1982, he set up his
own business and is currently a director of several private companies which are
involved in a range of businesses such as construction, investment, distributorship,
general trading and project management. He is currently the Chairman of the
Chemical Industries Council of Malaysia (“CICM”) and the Small & Medium
Industries Development Corporation (“SMIDEC”) and a Corporate Member of
Institute of Engineers Malaysia (“MIEM”).

Datuk Al Amin is currently the Executive Chairman of Country View Berhad and a
director of MCIS Zurich Insurance Berhad and Ancom Berhad.

Aged 56, Malaysian
Non-Independent Non-Executive Deputy Chairman

Joined the Board on 12 October 1999 and was later appointed Executive Vice
Chairman on 29 January 2002. He was re-designated as Non-Executive Deputy
Chairman on 6 December 2004. He is currently a member of the Audit Committee.

Dato’ Johari graduated with a Bachelor of Law degree from the University of Kent,
United Kingdom. He was called to the Bar of England and Wales at Lincoln’s Inn in
1976 and was admitted as an advocate and solicitor of the High Court of Malaya in
1977. He practiced law with Messrs Shearn Delamore & Co from 1979 and was a
partner of the firm from 1991 to 1994. He is presently the firm’s Managing Partner
and an Adjunct Professor of Law of University Teknologi Mara.

Dato’ Johari is currently the Non-Executive Chairman of Ancom Berhad, Chairman
of Daiman Development Berhad and a director of Hong Leong Industries Berhad,
Daiman Golf Berhad, Deutsche Bank (Malaysia) Berhad and British American
Tobacco (Malaysia) Berhad.



BOARD OF DlRECTORS (continued)

Aged 55, Malaysian
Group Managing Director

Joined the Board on 12 October 1999. He became the Group Managing Director
on 29 January 2002.

Dato’ Siew graduated with a Bachelor of Science (Hons) degree in Chemical
Engineering and a Master of Science degree in Operational Research from the
Imperial College of Science, Technology and Medicine, London, United Kingdom.
He has extensive working experience in the field of petrochemicals locally and
internationally for more than 30 years. He was the Chairman of the Malaysian
Chapter of the Young Presidents Organisation (“YPQO”), an international grouping
of more than 10,500 chief executive officers and leaders of major companies and
organisations over the world. He became a director of the International Board of
Directors of YPO in 2000 and served until 2003 during which he was the Chairman
of YPO’s Global Leadership Congress held in Beijing, China.

Dato’ Siew is currently the Group Managing Director of Ancom Berhad and the
Deputy Chairman of Ancom Logistics Berhad.

Dato’ Siew is a substantial shareholder of the Company.

Aged 56, Malaysian
Independent Non-Executive Director

Joined the Board on 1 August 2005 and is currently the Chairman of the
Remuneration and Nomination Committee and a member of the Audit Committee.

Mr Lim gained his LLB (Hons) degree from University of London, United Kingdom
and holds a Certificate in Legal Practice. He was formerly a consultant with an
organisation promoting good corporate governance and practices. Prior to that, he
was a Deputy Editor with the Star Newspaper, where he wrote for the Business
Section.

He was one of the pioneer consultants with the Malaysian Minority Shareholder
Watchdog Group, an initiative set up by the Ministry of Finance in 2002 to protect
minority shareholders’ interest and promote good corporate governance and
practices. He was also a panel speaker for Rating Agency of Malaysia and Bursatra
Sdn Bhd on Continuing Education Programmes for directors of public listed
companies. He continues to lecture on promotion of good corporate governance
within Corporate Malaysia.

Currently, he is a director of Ancom Logistics Berhad, Silver Bird Group Berhad
and TSM Global Berhad and the Group Director of Strategic Planning & Corporate
Affairs of HELP University College, Kuala Lumpur.

1102 140434 TVNNNV
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BOARD OF DlRECTORS (continued)

Aged 57 , Malaysian
Independent Non-Executive Director

Joined the Board on 26 August 2005 and is currently the Chairman of the Audit
Committee and a member of the Remuneration and Nomination Committee.

Mr Cheah is a Chartered Accountant by profession and is a member of the Malaysian
Institute of Accountants and the Association of Chartered Accountants, England &
Wales. He is also a Certified Financial Planner.

He was previously an Audit Manager with a professional accounting firm in London;
the manager in charge of Portfolio Investment in a merchant bank in Malaysia and
subsequently in charge of the corporate planning & investment division in a public
listed company; the Chief Executive Officer/Executive Director and a member of
the Investment Committee of Public Mutual Berhad, the largest private unit trust
management company in Malaysia; a Council Member and Chairman of the
Secretariat of the Federation of Malaysia Unit Trust Managers (“FMUTM”"); a Task
Force Member on Islamic Finance for the Labuan Offshore Financial Services
Authority (“LOFSA”) and a member of the Securities Market Consultative Panel for
Bursa Malaysia Securities Berhad.

He is currently a member of the Board of Governors and the Past President of the
Financial Planning Association of Malaysia (“FPAM”), the Honorary Treasurer of
the Society for the Prevention of Cruelty to Animals (“SPCA”) and an investment
committee member and director of MAAKL Mutual Berhad. He is also the Chairman
of Adventa Berhad and a director of Ancom Berhad.

Notes :
1) There is no family relationship between the directors and/or major shareholders of the Company.

2) Save for Dato’ Johari Razak and Dato’ Siew Ka Wei who have interest in certain related party transactions as disclosed in page 112 of this
Annual Report, none of the Directors has any financial interest in any business arrangement involving the Group, during the financial year.

3) The attendance and securities holdings of the Directors are respectively disclosed in page 14 and page 32 of this Annual Report.
4 None of the Directors has been convicted of any offence, other than traffic offences, if any, within the past ten (10) years.



CHAIRMAN'S

STATEMENT

On behalf of the Board of
Directors (“the Board”), I am
pleased to present to you the
Annual Report and the Audited
Financial Statements of the
Group and of the Company for
the financial year ended 31 May

2011 (“FY 20117).

FINANCIAL PERFORMANCE

For the current year under review, the Nylex Group
achieved sales of RM1,226.7 million, a slight increase
in sales of 0.4% from RM1,222.1 million recorded in the
previous financial year ended 31 May 2010 (“FY 2010”).
The increase in sales was mainly due to improved sales
performance in both the Polymer Division and the Industrial
Chemical Division. However, the Group recorded a lower
profit before tax (“PBT”) of RM16.0 million, compared to
RM40.0 million achieved in the corresponding period last
year, mainly attributable to the oversupply situation for
some of our products, more intense competition in the
regional markets which have affected our margins and
also the recognition of asset impairment and write-down
of inventories.

After accounting for taxation and minority interests, the
profit |attributable to owners of the parent was RM13.2
million (FY 2010: RM35.1 million).

The basic earnings per share was lower at 6.92 sen
compared with 18.83 sen for FY 2010. Net assets per share
attributable to owners of the parent as at 31 May 2011 was
RM1.39 compared to RM1.41 as at 31 May 2010.

REVIEW OF OPERATIONS
Polymer Division

For the current financial year, the overall sales for the
Polymer Division improved by 9.4% to RM134.1 million
compared with RM122.5 million achieved in FY 2010.

However, competitive pricing pressures from cheap
imports and high raw material prices continue to put the
lid on margins. The Division made a lower PBT of RM12.1
million compared with RM16.8 million achieved in FY 2010.
The PBT of RM12.1 million was arrived at after taking
into-account the impairment of assets and write-down of
inventories totaling RM3.8 million.

1102 140434 TVNNNV
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CHAIRMAN'S STATEMENT (continued)

Industrial Chemical Division

The Industrial Chemical Division achieved higher sales of RM1,238.6 million for FY 2011 compared to RM1,171.7
million recorded last financial year. The increase in sales of 5.7% was mainly due to the inclusion of the results of a
newly acquired subsidiary in February 2011.

The Division recorded a lower PBT of RM17.5 million, compared with RM37.5 million achieved in FY 2010 mainly due
to the weaker demand and lower prices for our products and more intense competition in the regional markets
compared with last financial year.

Building Products Division

As mentioned in my last year’s report, in line with the Group’s desire to focus more on the Polymer Division and
Industrial Chemical Division which it has strategically defined as its core businesses, the Group has decided to cease
production in PT Indomalay Ekatana Roofing Industries (“IRI”), the Division’s manufacturing unit in Indonesia, on 29
May 2009. IRl has commenced its members’ voluntary winding-up process on 26 October 2009 and the winding-up
process was completed on 31 May 2011.

CORPORATE DEVELOPMENT

The Company’s wholly-owned subsidiary, Perusahaan Kimia Gemilang Sdn Bhd (“PKG”), has purchased 550,000
shares in its associate, Ancom Kimia Sdn Bhd (“AKSB”) on 22 February 2011 for cash consideration of RM275,000.
AKSB is principally involved in the distribution of petrochemicals and industrial chemicals.

This acquisition has changed the effective shareholding of Nylex in AKSB from 30% to 55% and with effect from the
same date, AKSB became a subsidiary of PKG and an indirect subsidiary of Nylex. The acquisition is in line with
Nylex’s strategy to focus on one of its core businesses - industrial chemicals.

DIVIDENDS

On 26 July 2011, the Company paid an interim dividend of 2.85 sen per share less 25% income tax amounting to
RM4,153,489 for the financial year ended 31 May 2011. This represents the total dividend paid for the current financial
year.

In the last financial year, a final dividend in the form of distribution of one (1) treasury share for every thirty-two (32)
existing ordinary shares of RM1.00 each held, of which fraction of a treasury share is to be disregarded, was approved
by the Company’s shareholders at the last annual general meeting held in November 2010 and distributed on
17 January 2011.



CHAIRMAN'S STATEMENT (continued)

PROSPECTS FOR NEXT FINANCIAL YEAR

Volatility in the global markets has increased following the recent US debt downgrade, the economic problems faced by
Europe and the ongoing turmoil in Middle Eastern and North African regions. In addition, the aftermath of Japan’s devastating
earthquake has caused a slide in Japan’s economic activity. While China strives to maintain export competitiveness, it
continues to struggle with inflationary pressure and it expects slower growth this year. In the short term, global growth will slow
down and be highly uneven across regions.

Against this backdrop of ongoing uncertainties in global and regional economic outlook, it remains our key focus to
continuously seek ways to enhance sales growth and to strengthen our operational and productivity efficiency in order to
improve the profitability of our business.

Barring unforeseen circumstances, the Group’s performance for the next financial year is expected to be satisfactory.

APPRECIATION

On behalf of the Board, | wish to take this opportunity to express our heartfelt appreciation to the management and employees
for their contribution, dedication and commitment throughout the year. The Board would also like to extend our sincere thanks
and gratitude to all our valued shareholders, customers, suppliers, business partners, bankers and all regulatory authorities
for their continued support and confidence in the Group.

Datuk Ir (Dr) Mohamed Al Amin Abdul Majid
Chairman

Petaling Jaya, Selangor Darul Ehsan
28 September 2011
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STATEMENT ON
CORPORATE GOVERNANCE

INTRODUCTION

The Board of Directors (“the Board”) hereby states its commitment to maintain a high standard of corporate governance
and upholding the fundamental duty of safeguarding the assets of the Company and its subsidiaries (“Group”) and to
enhance shareholders’ value and financial performance of the Group. It is fully dedicated to ensuring that the principles
of good corporate governance and the best practices as set out in the Malaysian Code on Corporate Governance
issued by the Finance Committee (“Code”) are adhered to.

Pursuant to paragraph 15.25 of the Listing Requirements of Bursa Malaysia Securities Berhad (“Listing Requirements”),
the Board is pleased to present its Statement on Corporate Governance to indicate how the Group has applied the
principles of the Code and the extent of compliance with the best practices in corporate governance set out in the
Code.

THE BOARD OF DIRECTORS
Composition

As at 31 May 2011, the Board comprises five (5) members, of whom the Chairman and the Group Managing Director are
Executive Directors and the remaining three (3) are Non-Executive Directors. Two (2) of the Non-Executive Directors
are Independent Directors. The composition of the Board is in compliance with the Listing Requirements which requires
that at least two (2) Directors or one-third (1/3) of the Board, whichever is the higher, are Independent Directors.

All Board members are persons of calibre and credibility with extensive expertise and wealth of experience in legal,
accounting, economics, corporate finance, marketing and business practices to augment the Group’s continued growth
and success.

The equal proportion of Independent Non-Executive Directors on the Board provides for an effective check and balance
on the functions of the Board. The Non-Executive Directors do not engage in the day-to-day management of the
Company and do not participate in any business dealings or form any other relationship with the Company, which
enables them to exercise independent judgement in the discharge of their duties and responsibilities in the best
interests of the Company.

The Board is satisfied with the composition of the Board during the financial year. The Board is also of the view that it
has the right mix of skill, experience and knowledge to deal with the strategic direction, investment and management
of the Group.

The profile of the Directors is set out in pages 6 to 8 of this Annual Report.
Duties and responsibilities

The roles of the Executive Chairman and the Group Managing Director are distinct and separate with individual
responsibilities and clearly defined duties, power and authorities. In addition to his executive role in the Company,
the Chairman is also responsible for the orderly conduct of the Board. The Group Managing Director is accountable for
the day-to-day management of the Group’s business operations and implementation of the Board’s decisions and
policies. At the quarterly Board meetings, the Group Managing Director provides the Board with an update on the
Group’s key strategic initiatives and key operational issues.

All Directors are required to disclose their direct and indirect interests in the Company, its subsidiaries and related
companies. They are also obligated to declare whether they or any person(s) connected to them have potential or
actual conflict of interest in any transaction, contract or proposal with the Company, its subsidiaries and/or related
companies. Any Director who has interests in such transactions, contracts or proposals will abstain from all Board
deliberations and ensure that he and any person(s) connected to him will abstain on the voting in respect of his/their
direct and indirect shareholdings.



STATEMENT ON
CORPORATE GOVERNANCE (continved

The principal responsibilities of the Board include the following:
° Formulating and reviewing the business direction and objectives of the Group

The Board plays an active role in formulating the Group’s overall business direction and in reviewing the Group’s
business and financial performances at regular intervals.

° Overseeing the conduct of business of the Group to evaluate whether the business is being properly managed

The Board would appraise the Group’s actual business and financial performances against the results of the
corresponding period last year at the quarterly Board meetings. The key matters reserved for the Board’s approval
include the significant corporate proposals involving acquisitions and disposals of companies or restructuring of the
Group’s businesses, new issue of securities and acquisitions and disposals of significant assets and expenditure above
a certain amount.

Board committees, such as the Audit Committee and Remuneration and Nomination Committee (“R&N Committee”), are
entrusted with specific responsibilities to oversee the affairs of the Company with authority to act on behalf of the Board
in accordance with their respective Terms of Reference (“TOR”). At each Board meeting, the Chairman of the respective
Board committees would report to the Board on the key matters discussed by the Board committees at their respective
meetings. Minutes of the Board committees meetings are enclosed together with the Board papers for the Directors’
attention.

The activities of the Audit Committee and R&N Committee are detailed under the Board committees section of this
Statement.

° Identifying principal risks and ensuring the implementation of appropriate risk management framework

The Board, through the Audit Committee, conducts periodic reviews on the risk management framework to ensure
compliance with the relevant laws, rules, regulations, directives, guidelines and the business objectives of the Group.

° Reviewing the adequacy and integrity of the Group’s internal control system and management information system

The Group has implemented certain authority levels, control procedures, reporting mechanisms and internal audit
function that are subject to periodic reviews by the Board.

Meetings and supply of information

The Board meets at least once in every quarter to deliberate and consider a variety of matters including the review and
approval of the interim financial results of the Group.

At the end of each calendar year, the Company Secretaries would draw a proposed timetable for all the Board and Board
committees meetings, including the annual general meeting, to be held in the next calendar year, to ease the Directors in
planning their attendance at these meetings. The proposed timetable would be revised in accordance with feedback received
from the Directors to allow a maximum number of Directors to attend the meetings.

Prior to the meetings, the Directors were provided with the agenda, financial reports and any other documents required
for the consideration of the Board, well in advance of each meeting or via circular resolutions. These documents were
comprehensive and covered both qualitative and quantitative factors of the matters at hand so that informed decisions
could be made. Minutes were kept to record the proceedings at the Board meetings, the deliberations on the matters at hand
and the decisions made thereto. The minutes are then circulated to the Directors for their review prior to confirmation at the
subsequent Board meeting.

Invitations to attend the Board meetings have occasionally been extended to senior management staff and/or
professional advisers to provide the Board with their explanations on certain items tabled or to furnish clarification on
issues raised by the Board.

[y
w
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STATEMENT ON
CORPORATE GOVERNANCE (continved

All Directors have unrestricted access to information of the Group and may engage independent professional advice
on any matter connected with the discharge of their responsibilities as they may deem necessary and appropriate, at
the Company’s expense. The Board also have access to the advice and services of the two (2) Company Secretaries,
who are responsible for ensuring that all Board procedures are followed and that applicable laws and regulations are
complied with. The Company Secretaries are required to attend the Board meetings.

The decisions of the Board are decided by a simple majority of votes of the Directors present at the Board meetings.
In the event of an equality of votes, the Chairman shall have a second or casting vote except where two (2) Directors
form a quorum and only two (2) Directors are present or only two (2) Directors are competent to vote on the question
at issue.

During the financial year, all the Board decisions were approved by the Board unanimously without any dissenting
votes from any of the Directors.

Attendance

The Board held four (4) Board meetings during the financial year. The attendance record of the Directors is as
follows:

Names of Directors Attendance

No. of meetings %
Datuk Ir (Dr) Mohamed Al Amin Abdul Majid 4 100
Dato’ Johari Razak 3 75
Dato’ Siew Ka Wei 4 100
Lim Hock Chye 4 100
Edmond Cheah Swee Leng 4 100

All Directors have attained the minimum attendance during the financial year as required under the Listing
Requirements. All Board meetings held during the financial year were attended by the Company Secretaries.

Training and education

All Directors have attended the Directors’ Mandatory Accreditation Programme and are aware of the requirements of
the Continuing Education Programme prescribed by the Listing Requirements.

In addition to the updates on relevant guidelines and statutory and regulatory requirements provided by the Company
Secretaries and the management from time to time, the Directors have on their own initiative, whenever necessary
and time permits, requested to attend courses, according to their individual needs as a Director or as members of a
Board committee on which they serve, and to enhance their skills and knowledge and keep abreast with the relevant
changes in laws, regulations and business environment.

During the financial year, Lim Hock Chye, who is a panel speaker for Rating Agency of Malaysia and Bursatra Sdn
Bhd on Continuing Education Programme for directors of public listed companies, continued to lecture on promotion
of good corporate governance within Corporate Malaysia. Dato’ Johari Razak, a practicing lawyer, attended the Directors
Continuing Education Programme organised by Dutch Lady Milk Industries Berhad on 21 & 22 October 2010. He has
also completed the Financial Institutions Directors Education Programme in the last financial year.

The other Directors have not attended any seminars/courses as there were no suitable courses/seminars during
the financial year. However, they will identify and attend seminars and further training in future which they consider
relevant and useful in order to effectively discharge their duties as Directors.
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CORPORATE GOVERNANCE (continved

Re-election

The Articles of Association (“Articles”) of the Company provide that at every Annual General Meeting (“AGM”) of 'the
Company, one-third (1/3) of the Directors who are longest in office and those Directors appointed during the financial
year shall retire from office and be eligible for re-election. The Articles also provide that all Directors, including the
Executive Chairman and the Group Managing Director, shall retire from office once in every three (3) years but shall be
eligible for re-election. Both the Executive Chairman and the Group Managing Director do not have a service contract
where the notice period for termination is more than one (1) year.

The motions to re-elect Directors are voted on individually, unless a resolution for the appointment or re-election of two (2) or
more Directors by a single resolution shall have been passed at the AGM without any vote against it.

The R&N Committee is tasked with making recommendations to the Board on the re-election of Directors who retire pursuant
to the Articles. To assist shareholders in making decision in the re-election of Directors, sufficient information such as personal
profile, attendance at Board and Board committees meetings and shareholding in the Company of the Directors standing for
re-election were furnished in the Annual Report. In accordance with this process, Lim Hock Chye and Edmond Cheah Swee
Leng retired by rotation at the 40" AGM held on 24 November 2010 and were re-elected to the Board by the Company’s
shareholders.

Dato’ Johari Razak and Dato’ Siew Ka Wei will retire by rotation at the forthcoming 41t AGM.
Board committees

In accordance with the best practices of the Code, the Board has established the following Board committees to delegate
specific duties and responsibilities:

Audit Committee
The composition, TOR and other information relating to the Audit Committee are set out in the Audit Committee Report
on pages 19 to 23 of this Annual Report.

R&N Committee
The Board has combined the functions of the Remuneration Committee and the Nomination Committee into one R&N
Committee which was established on 24 September 2001.

The R&N Committee is responsible for reviewing and assessing the effectiveness of the Board as a whole and the Board
committees and for assessing the performance of the Executive Directors. It is also responsible for reviewing the required mix
of skills and experience and core competencies which the Non-Executive Directors should bring to the Board and for proposing
and recommending to the Board candidates for all Directorships. In making its recommendation, the R&N Committee would
consider the candidates’ skill, knowledge, expertise and experience, professionalism, integrity and in the case of Independent
Non-Executive Directors — the candidates’ ability to discharge such responsibilities and functions expected from them.

The R&N Committee also assume the task of recommending to the Board the remuneration package for the
Executive Directors in all its forms, drawing from outside advice as necessary at the Company’s expense, taking into
consideration the Executive Directors’ responsibilities, contributions and performances, as well as the market rate for similar
positions in comparable companies.The R&N Committee is also responsible for recommending the remuneration of the Non-
Executive Directors, including Directors’ fee, after taking into account comparison with payment by similar companies, to the
Board for its endorsement.

It is the ultimate responsibility of the Board as a whole to decide the appointment and remuneration of the Directors. The
Directors’ fees would be submitted to the shareholders for approval at the AGM of the Company.

During the financial year, the members of the R&N Committee were as follows:

Lim Hock Chye (Chairman)
Edmond Cheah Swee Leng
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During the financial year, the R&N Committee had one (1) meeting which was attended by all members. During the
meeting, the R&N Committee reviewed and assessed the composition of the Board and the Board committees and
was satisfied that the Board composition was in compliance with the Code and that the Board and Board committees
were effective in discharging their respective responsibilities. The R&N Committee also made recommendations
to the Board on the re-election of the retiring Directors and the payment of Directors’ fees for subsequent approval by
the shareholders at the forthcoming AGM. Minutes were kept to record the proceedings at the R&N Committee
meetings, the deliberations on the matters at hand and the decisions made thereto. The minutes were then circulated
to the committee members for their review prior to confirmation at the subsequent R&N Committee meeting.

The R&N Committee was of the view that the mix of Executive and Non-Executive Directors on the Board was
appropriate and did not recommend the Board to make any new appointment during the financial year.

The R&N Committee had not engaged a consultant to do a comparative study on the Directors’ remuneration for the
current financial year. The R&N Committee would take into consideration the members’ personal experience as well as
the market practices in deciding the amount of remuneration to be paid to the Non-Executive Directors.

DIRECTORS’ REMUNERATION
Directors’ fees

For the last financial year, the Non-Executive Directors of the Board received RM50,000 each as directors’ fee per
annum. The Executive Chairman received RM58,822, which is the pro-rated fees paid up to the date of his re-designation
from a Non-Executive Chairman. The members of the Audit Committee received RM30,000 each while the members
of the R&N Committee received RM20,000 each per annum. These were as recommended by the R&N Committee and
approved by the shareholders at the last year’s AGM.

The Non-Executive Directors also received attendance allowances of RM416 and RM972 for local and outstation
Directors, respectively, for each Board and Board committees meeting attended as recommended by the R&N
Committee.

During the financial year, the R&N Committee has recommended the same amount of directors’ fee for the Non-
Executive Directors and for the members of the Audit Committee and R&N Committee. The attendance allowances for
the Non-Executive Directors would also remain unchanged.

The Board has endorsed the R&N Committee’s recommendation of the directors’ fee for the current financial year and
will propose the same for the approval of the Company’s shareholders at the forthcoming AGM.

The R&N Committee also reviewed the remuneration of the Executive Chairman and the Group Managing Director
and made recommendations on the same for the Board’s approval. Both the Executive Chairman and the Group
Managing Director did not participate in the Board deliberation on their remuneration at the Board meeting.

The remuneration of the Executive Chairman and the Group Managing Director for the financial year ended 31 May
2011 consisted of monthly salary, bonus, contribution to the Employees Provident Fund and benefits-in-kind and
was determined based on the performance of the Group in the financial year.

Subject to the approval of the Company’s shareholders on the Directors’ fees for the current financial year, the details
of the remuneration paid or payable to the Directors by the Group during the financial year are disclosed in Note 8 to
the financial statements on page 71 of this Annual Report.
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CORPORATE GOVERNANCE (continved

SHAREHOLDERS
Investor relations and shareholders’ communication

The Board recognises the importance of transparency and accountability to its shareholders, stakeholders and other
investors through proper, timely and adequate dissemination of information on the Group’s performance, business
activities, financial performance, material information and corporate events through an appropriate channel of
communication. The annual reports, quarterly interim financial reports and other announcements, circulars to shareholders
and press releases are the primary modes of communication used by the Company.

The Company has also established a website at www.nylex.com where shareholders, stakeholders and other investors
can have access to the Company’s latest annual report, quarterly interim financial reports, announcements, circulars
to shareholders and press releases, as well as the Company’s current share price. Shareholders and investors are
able to pose questions and queries to the Company via the website and these questions and queries would be attended
to by the Company’s senior management.

In addition, the Board also encourages shareholders, stakeholders and other investors to communicate with the
Company through other channels, via post at Lot 16, Persiaran Selangor, Section 15, 40200 Shah Alam, Selangor
Darul Ehsan, Malaysia, fax at 603-55108291 or e-mail at corp@nylex.com.

General meeting

General meetings remain the principal forum for dialogue between the Company and its shareholders. The notice of
meeting is sent to the shareholders, together with any relevant circulars, within the prescribed deadlines and advertised
in an English newspaper.

The Company would hold its general meetings at venues that are easily accessible by the shareholders and at a time
convenient to the shareholders to encourage them to attend the meetings. The shareholders are encouraged and given
sufficient opportunity to enquire about the Group’s activities and prospects as well as to communicate their expectations
and concerns to the Board at these meetings.

The Company held its 40" AGM at the Hilton Petaling Jaya at Jalan Barat, Petaling Jaya on 24 November 2010. The
Notice of AGM, Annual Report and the related circular were sent to the shareholders in accordance with the regulatory
and statutory provisions. The Notice of AGM was also advertised in a national English newspaper within the prescribed
deadlines. All the Directors, with the exception of Dato’ Johari Razak, and a total of 173 shareholders and proxies
attended the AGM.

During the AGM, the Group Managing Director gave a briefing on the financial performance for the financial year ended
31 May 2010 and his view and insights on the future prospects of the Group‘s businesses. There was active participation by
the shareholders in the discussions. The Chairman, when presenting the agenda items for voting, also gave a brief description
of the items to be voted and shareholders were invited to give their views and comments before voting commenced.

The shareholders approved all the resolutions put forth at the AGM and the results of the AGM were announced to the
shareholders via the Bursa Link on the same day at the conclusion of the AGM.

Minutes were kept to record the proceedings of the AGM and shareholders may inspect the minutes in accordance with
the provisions of the Companies Act, 1965.

The Notice for the forthcoming 41%t AGM of the Company, which will be held on 23 November 2011, is on pages 117 to 120
of this Annual Report.
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STATEMENT ON
CORPORATE GOVERNANCE (ontinved

ACCOUNTS AND AUDIT
Financial reporting

The Board takes responsibility in ensuring that the quarterly interim financial reports of the Group and the annual
audited financial statements of the Group and of the Company give a true and fair view of the state of affairs of the
Group and of the Company, and are drawn up in accordance with the provisions of the Companies Act, 1965, the Listing
Requirements, the applicable approved Financial Reporting Standards in Malaysia and any other statutory or regulatory
requirements.

The Group’s annual audited financial statements are reviewed by the Audit Committee together with the external
auditors and the management of the Company. The quarterly interim financial reports are reviewed by the Audit
Committee and the management. Thereafter, the Audit Committee will recommend to the Board to approve same prior
to their release to Bursa Malaysia Securities Berhad within the stipulated time frame.

A statement by the Board on its responsibilities for preparing the annual audited financial statements is set out on page
28 of this Annual Report.

Internal Control

The Board acknowledges its overall responsibility in ensuring that a sound system of internal control is maintained
throughout the Group, covering not only financial controls but also operational and compliance controls as well as
risk management. The Board recognises that risks cannot be totally eliminated and the system of internal control
instituted is designed to minimise and manage, rather than eliminate, these risks to safeguard shareholders’ investments
and the Group’s assets.

The Audit Committee, which has been empowered to assist the Board in discharging its duties in relation to internal
control, seeks the regular assurance on the continuity and effectiveness of the internal control system through
independent reviews conducted by the internal and external auditors. In addition, Deloitte Enterprise Risk Services Sdn
Bhd has been appointed as the Group’s internal auditors to review the internal control system during the financial year.
The internal auditors report to the Audit Committee who shall determine their remuneration.

The report of the Audit Committee is separately set out on pages 19 to 23 of this Annual Report while the scope and
results of the internal audit review by the Audit Committee are detailed in the Statement on Internal Control on pages
24 to 25 of this Annual Report.

Relationship with auditors

The Company has established a formal, transparent and appropriate relationship with the Group’s auditors, both
external and internal. The Audit Committee acts as an independent channel of communication for the auditors to
convey their objective views and professional advice on the Group’s financial and operational activities.

As per the TOR, the Audit Committee has been explicitly accorded the power to appoint and decide on the remuneration
and the resignation or dismissal of the external auditors. The appointment of the external auditors is subject to the
approval of the Company’s shareholders at the AGM. The external auditors have an obligation to bring any significant
matter relating to the financial audit of the Group to the Audit Committee. They are invited to attend the Audit Committee’s
meetings when necessary.

Both the external and internal auditors attended three (3) meetings with the Audit Committee held in the financial year
ended 31 May 2011.
CONCLUSION

The Board recognises the importance of the Group practising good corporate governance and will continually improve
on its corporate governance practices and structure to achieve an optimal governance framework.



AUDIT COMMITTEE REPORT

INTRODUCTION

The Board of Directors (“the Board”) is pleased to present its Audit Committee Report for the financial year ended
31 May 2011.

TERMS OF REFERENCE

Composition

The Audit Committee shall be appointed by the Board from amongst its members. The Audit Committee shall comprise
of at least three (3) members, all of whom must be non-executive directors, with a majority of them being independent
directors as defined in the Listing Requirements of Bursa Malaysia Securities Berhad (“Listing Requirements”).

All members of the Audit Committee shall be financially literate and at least one of them shall be a member of the
Malaysian Institute of Accountants (“MIA”) or a person who fulfils the requirements under Paragraph 15.09 (1)(c)(ii) or
(iii) of the Listing Requirements. No alternate director shall be appointed as a member of the Audit Committee.

The Chairman of the Audit Committee shall be elected at the first Audit Committee meeting held after each annual general
meeting of the Company, from amongst its members and he shall be an independent non-executive director. The Chairman so
elected shall hold office until the commencement of the first Audit Committee meeting held after each annual general meeting
of the Company.

If a member of the Audit Committee resigns or for any reason ceases to be a member which result in the number of members
less than the required number of three (3), the Board shall within three (3) months of that event, appoint such number of new
members as may be required to make up the minimum number of members. All members of the Audit Committee including
the Chairman shall hold office until otherwise determined by the Board or until they cease to be a director of the Company.
One of the Company Secretaries shall be the Secretary of the Audit Committee.

Objectives

The objectives of the Audit Committee is to assist the Board in fulfilling its fiduciary responsibilities relating to internal
control, corporate accounting and reporting practices of the Company and its subsidiaries (“Group”), particularly in:

1. maintaining a good corporate governance standard as well as a sound system of internal control;

2. facilitating the effective discharge of its stewardship responsibilities in respect of strategic business operations and
related controls;

3. identifying principal risks and ensuring the implementation of appropriate risk management framework; and
4. reviewing the adequacy and integrity of the system of internal control and management information system.
Functions
1)  The duty of the Audit Committee shall include the following:

(a) EXTERNAL AUDIT

(i) To consider the appointment of the external auditors, the audit fee and any question of resignation or
dismissal;

(i) To discuss with the external auditors before the audit commences, the nature and scope of the audit,
and to ensure co-ordination where more than one audit firm is involved;
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(ili)  To review the quarterly and year-end financial statements of the Group, focusing particularly on —

* changes in accounting policies and practices;

* significant adjustments arising from the audit;

* the going concern assumption; and

* compliance with accounting standards and other legal requirements.

(iv)  Todiscuss problems and reservations arising from the interim and final audits, and any matter the
auditors may wish to discuss (in the absence of management where necessary); and

(V) To review the external auditors’ management letter and management’s response.

(b)  INTERNAL AUDIT

(i) In relation to the internal audit function —

* to determine the scope and ensure that the internal audit function is independent of the
activities it audits;

° to approve the annual internal audit plan;

° to review the competency and resources of the internal audit function, and that it has the
necessary authority to carry out its work;

° to review results of the internal audit process and, where necessary, ensure that appropriate
actions are taken on the recommendations of the internal audit function; and

* to ensure that the internal audit function reports directly to the Audit Committee. However, on a
day-to-day basis, the Audit Committee may select a representative to liaise with the internal
auditors.

(i) To consider any related party transactions that may arise within the Company and the Group;

(i)  To consider the major findings of internal investigations and management’s response; and

(iv)  To consider other topics as defined by the Board.
The representatives of the internal and external auditors should normally attend the Audit Committee meetings.
Invitees may attend the Audit Committee meetings upon the invitation of the Audit Committee. The Audit
Committee shall convene meetings with the external auditors, internal auditors or both, without the attendance
of other directors and employees of the Company and the Group whenever it deems necessary.
The Chairman of the Audit Committee should engage on a continuous basis with senior management such as
the Chairman, the Group Managing Director and other senior operating staff and the internal and external auditors

in order to be kept informed of matters affecting the Company and the Group.

In discharging the functions as stated in (1) above, the Audit Committee shall have, at the cost of the
Company:

(a) the explicit authority to investigate any matter within its Terms of Reference;

(b) all the resources that are required to perform its duties;

(c) full and unrestricted access to any information pertaining to the Company and the Group;
(d)  direct communication channels with the external auditors and the internal auditors; and

(e) the authority to obtain independent professional and other advices and to secure the attendance of the
advisers if it considers necessary.



AUDIT COMMITTEE REPORT (ontinued)

Meeting

The Audit Committee shall meet every quarterly or at other frequencies as directed by the Board and at any time upon
the request of any members of the Audit Committee, the external auditors or the internal auditors and/or at the Chairman’s

discretion.

The quorum for each meeting shall be two (2) members, all of whom must be independent directors. Agenda shall be sent to
all Audit Committee members and any other persons who may be required to attend the meeting at least seven (7) days prior
to the meeting unless such requirement is waived by the Audit Committee members at the meeting.

Decision of the Audit Committee shall be by majority of vote. In the case of equality of vote, the Chairman, or if he is absent,
the Chairman of the meeting elected from amongst the Audit Committee members attending the meeting, shall have a second
and casting vote.

Minutes

The minutes of each Audit Committee meeting, after the same have been affirmed by the subsequent Audit Committee
meeting and signed by the Chairman of the meeting at which the proceedings were held or by the Chairman of the next
succeeding meeting, shall be deemed a correct recording of the proceedings thereat.

The minutes shall be kept by the Secretary and are subject to inspection by the Audit Committee members and the Board
upon request.

Copies of the minutes shall be distributed to the Audit Committee members and the Board for information.

MEMBERS AND MEETINGS

During the financial year, the Audit Committee comprised three (3) members, which is in compliance with the Terms of
Reference of the Audit Committee. Five (5) meetings were held in the financial year. The members and their attendance
record are as follows:

Members Attendance
No. of meetings %
Edmond Cheah Swee Leng 5 100

Chairman, Independent Non-Executive Director, member of MIA

Lim Hock Chye 5 100
Member, Independent Non-Executive Director

Dato’ Johari Razak 3 60
Member, Non-Independent Non-Executive Deputy Chairman

As per the Terms of Reference, the Chairman of the Audit Committee should engage on a continuous basis with senior
management of the Company in order to be kept informed of matters affecting the Company and the Group. In this respect, the
Audit Committee has decided that this would be carried out in the form of Audit Committee/Management meeting whenever
the situation warrants such a meeting.

During the financial year, four (4) Audit Committee/Management meetings were held which were attended by the Audit
Committee members and the senior management of the Group to discuss the operational issues in the Group.
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SUMMARY OF ACTIVITIES

During the financial year under review, the Audit Committee carried out its duties in accordance with its Terms of
Reference. The activities undertaken were as follows:

Financial results

* Review of the quarterly interim financial reports with the management before recommending them for the Board’s
approval; and

* Review of the annual audited financial statements with the external auditors prior to submission to the Board for
approval.

The reviews above were to ensure, inter-alia, that the quarterly interim financial reports and the annual audited financial
statements complied with the provisions of the Companies Act, 1965, the Listing Requirements, the approved Financial

Reporting Standards and other statutory and regulatory requirements.

Internal and external audits

° Review of the internal auditors’ and external auditors’ annual audit plans with the internal auditors and external
auditors, respectively;
° Review of the quarterly internal audit reports with the internal auditors, and the management letter from

the external auditors to ensure that the internal control system was in place and was effective to achieve its
objectives. Weaknesses noted in the internal audit or non-compliance of the internal control system were reviewed
to determine their possible impact on the effectiveness of the internal control system and their possible financial
impact on the Group’s financial results and the going concern assumptions;

* Review of the management's responses and remedial actions to be undertaken by the management in relation to
the weaknesses and non-compliances noted above and the follow-up actions undertaken by the management
thereof; and

* Review of the external auditors’ remuneration and made recommendation to the Board for acceptance and for
their reappointment.

Related party transactions
* Review and approval of the related party transactions entered into by the Company and the Group.
Employees share option scheme

* The Company has not established any share option scheme and has no subsisting share option scheme for its
employees during the financial year under review.

During the Board Meeting, the Chairman of the Audit Committee briefed the Board on the matters discussed at the
Audit Committee meeting and the major issues raised in respect of the internal audit and internal control. The Chairman
also briefed the Board on the discussion on the quarterly interim financial reports, the annual audited financial
statements and the recommendations of the Audit Committee thereon to the Board to adopt the quarterly interim
financial reports and the annual audited financial statements.



AUDIT COMMITTEE REPORT (ontinued

INTERNAL AUDIT FUNCTION

The Audit Committee is aware that an independent and adequately resourced internal audit function is essential to
assist in obtaining the assurance it requires regarding the effectiveness and adequacy of the internal control system.

In this regard, the Board has outsourced the internal audit function of the Group to an independent professional
consulting firm, Deloitte Enterprise Risk Services Sdn Bhd, for the financial year ended 31 May 2011 for a fee of
RM78,000. The outsourced internal audit function reports to the Audit Committee and indirectly assists the Board in
monitoring and managing risks and the Group’s system of internal control.

During the financial year, the internal auditors carried out the internal audit function based on approved internal audit
plan.

Amongst the responsibilities of the internal auditors were:

(i)  to assist the Board in reviewing the adequacy, integrity and effectiveness of the Group’s internal control system in
identifying and managing principal risks, ensuring compliance with the law and regulations, preserving the quality of
assets and the integrity of management information system and consequently to determine the future requirements for
internal control system and to co-develop a prioritised action plan;

(i) to perform a risk assessment of the Group’s business operations and to identify the business processes within the
Group that internal audit should focus on; and

(i)  to allocate audit resources to areas within the Group that provide the Audit Committee and the management with
efficient and effective level of audit coverage.

At the Audit Committee meeting, the internal auditors presented the quarterly internal audit reports to the Audit Committee
for review and discussion. The quarterly internal audit reports, which highlighted internal control weaknesses in the business
operations and the internal auditors’ assessment of the magnitude of the financial effects arising from the weaknesses noted,
also contained the internal auditors’ recommendations on the corrective actions to overcome the internal control weaknesses
and the management’s responses to the findings and the recommendations thereof. Target was set for the appropriate
corrective actions to be effected and the internal auditors would report their findings from the follow-up reviews in their internal
audit progress reports, to the Audit Committee.

CONCLUSION

The Audit Committee is of the opinion that it has discharged its duties in accordance with the Terms of Reference as
established above during the financial year under review.

Please refer to pages 24 to 25 of this Annual Report for the Statement on Internal Control.
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INTRODUCTION

This Statement of Internal Control by the Board of Directors (“the Board”) is made pursuant to Paragraph 15.26(b) of
the Listing Requirements of Bursa Malaysia Securities Berhad (“Listing Requirements”). It outlines the nature and scope
of internal control of Nylex (Malaysia) Berhad and its subsidiaries (“the Group”) during the financial year under
review.

BOARD RESPONSIBILITY
In accordance with Principle D Il in Part 1 of the Malaysian Code on Corporate Governance, the Board is committed
to maintaining a system of internal control in financial, operational and compliance as well as risk management to

achieve the following objectives:

* safeguard assets of the group and shareholders’ interests;

* identify and manage risks affecting the Group;
* ensure compliance with regulatory requirements; and
* ensure operational results are closely monitored and substantial variances are promptly explained.

The Board acknowledges its responsibility for the Group’s overall system of internal control which includes the
establishment of an appropriate control environment and framework as well as reviewing its adequacy and integrity.
However, it should be noted that due to the limitations that are inherent in any system of internal control, such a system
is designed to manage rather than eliminate the risk of failure to achieve the Group’s business objectives. Accordingly,
it can only provide reasonable but not absolute assurance against material misstatement or loss. Furthermore,
consideration is given to the cost of implementation as compared to the expected benefits to be derived from the
implementation of the internal control system.

KEY ELEMENTS OF INTERNAL CONTROL

Key elements of internal control that the Board has established in reviewing the adequacy and integrity of the system
of internal control are described below.

There is a continuous process for identifying, evaluating and managing significant risks faced by the Group, which
has been in place for the financial year under review and up to the date of approval of the annual report and financial
statements. The process is regularly reviewed by the Board and accords with the guidelines for directors on internal
control, the Statement on Internal Control: Guidance for Directors of Public Listed Companies.

The Board has in place an organisation structure with formally defined lines of responsibility and delegation of
authority. A process of hierarchical reporting has been established which provides for a documented and auditable trail
of accountability.

The Group’s internal audit function is outsourced to a public accounting firm of international standing. The internal
audit function facilitates the Board in its review and evaluation of the adequacy and integrity of the Group’s internal
control system.



STATEMENT ON
|NTERNAL CONTROL (continued)

Internal audits are carried out according to the annual audit plan approved by the Audit Committee. The resulting reports
from the audits undertaken are presented to the Audit Committee at its regular meetings. The Audit Committee meets to
review, discuss and direct actions on matters pertaining to reports which, among other matters, include findings relating to the
adequacy and integrity of the internal control system of the Group. After the Audit Committee has deliberated on the reports,
these are then forwarded to the operational management for attention and necessary actions. The operational management
is responsible for ensuring that recommended corrective actions on reported weaknesses are taken within the required time
frame.

The Audit Committee in its advisory capacity is established with specific terms of reference which include the overseeing
and monitoring of the Group’s financial reporting system and the review of the effectiveness of the Group’s system of internal
control periodically.

REVIEW OF THIS STATEMENT

Pursuant to Paragraph 15.23 of the Listing Requirements, the External Auditors have reviewed this Statement for inclusion in
the Annual Report for FY 2011, and reported to the Board that nothing has come to their attention that causes them to believe
that this Statement is inconsistent with their understanding of the process adopted by the Board in reviewing the adequacy
and integrity of the system of internal control of the Group.

CONCLUSION

The Board is of the opinion that the system of internal control that has been instituted throughout the Group was satisfactory
and has not resulted in any material losses that would require disclosure in the Group’s annual report for the financial year
ended 31 May 2011. As the development of a sound system of internal control is an on-going process, the Board and the
management maintain an on-going commitment in continuing to take appropriate measures to strengthen the internal control
environment of the Group in order to safeguard shareholders’ investments and the Group’s assets. This Statement was
approved by the Board on 21 September 2011.
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CORPORATE SOCIAL
RESPONSIBILITY STATEMENT

Pursuant to the Listing Requirements of Bursa Malaysia Securities Berhad, the Board of Directors (“the Board”) is
pleased to present the Corporate Social Responsibility (‘CSR”) Statement for the financial year ended 31 May 2011.

The Board understands the need for transparent business practices that are based on ethical values and respect for
the community, its employees, the environment, its shareholders and other stakeholders. In that respect, the Company
and its subsidiaries (“the Group”) have carried out certain activities during the financial year, which focuses on four
main focal areas as disclosed below.

Environment

As a responsible corporation, the Group has initiated various sustainable environmental conservation efforts. Chemical
wastes are sent to Kualiti Alam for proper disposal and monthly reports on the scheduled waste are submitted to
the Department of Environment (“DOE”) and the Majlis Bandaraya Shah Alam. Other wastes or materials such as
papers, plastics and wood are re-used, where possible, or sent to recycling centres.

The Group employs Alam Sekitar Malaysia Sdn Bhd to carry out quarterly stack gas emission tests to ensure compliance
with the Environmental Quality Act, 1974 (“EQA”). The Group also strives to use eco-friendly chemicals in its
products.

One of the subsidiaries is operating under the ISO 14000, a standard for environmental management systems to
reduce the environmental footprint of a business and to decrease pollution and waste.

During the financial year, a subsidiary participated in a ‘Green Campaign’ organised by the local authority by planting
trees and plants around the factory. Another subsidiary achieved 5% reduction in general wastes compared to the
previous financial year.

Workplace

The Group values its employees and emphasises on the development of human resources. Various activities and
procedures focusing on safety and health were organised by the Group to promote a healthy and positive work
environment for its employees:

* proactive measures are taken to reduce employees’ exposure to the noise in the high noise level areas, such as
providing ear plugs and soundproofing the affected areas where possible. Annual Employee Audiometric Hearing
tests are also conducted to ensure employees’ hearing is in good condition;

* ensure that Personal Protective Equipment which are registered with the Department of Occupational Safety and
Health are used;

* carry out scheduled safety drills such as fire and evacuation, chemical leakage, storage tank leakage and falling
ill on site drills to ensure that employees are well trained to handle emergency situations; and

* training on safety, product handling, first aid, fire fighting and succession planning, inspection of fire fighting
equipment, fire and chemical handling drills and health briefings are carried out on a regular basis.

Management and Supervisory Development programmes which provide career advancement opportunities were also
organised by the Company for potential employees.



CORPORATE SOCIAL
RESPONSIBILITY STATEMENT (continued)

During the financial year, in addition to the regular activities indicated above, the following activities were conducted
by the Company and/or its subsidiaries:

* launched four Safety Campaigns, for its employees, which covered various topics on employee safety;
* a fire safety talk by the Public Fire Safety & Prevention Education Centre;

* eye tests for its production workers; and

* donation of equipment and money to a disabled ex-staff.

Community

Consistent with one of the important focal area of CSR which is to be responsible to the community in which the Group
operates, the Group makes it a point to provide industrial training or factory visits to undergraduates or technical students
from local and international institutions. During the financial year, industrial training was provided for three (3) students; one
(1) each from Universiti Malaya, Tunku Abdul Rahman College and Universiti Tun Hussein Onn. Two academic research
visits were also conducted; one visit by Year 3 Accounting students of KBU International College and another by the Textile
Technology Programme of Applied Sciences of Universiti Teknologi Mara.

Employees are encouraged to volunteer in community projects such as tree planting and blood donation campaigns. During
the financial year, the Company conducted two (2) blood donation campaigns organised to collect blood for Hospital Tengku
Ampuan Rahimah, Klang, Selangor Darul Ehsan. A total of forty six (46) employees participated in the two events.

During the financial year, the Company and/or its subsidiaries made monetary donations to flood victims in Papua New Guinea,
volcano victims in Merapi, the Habitat Foundation Indonesia which will build homes for the homeless, the UOB Heartbeat Run
in support of various children programmes, the Foon Yew High School Charity Golf Tournament which will provide financial
aids to needy students, the Yayasan Bakti Charity Golf, the CICM Responsible Care Run, the Malay Mail Charity Golf, the Dow
Singapore Charity Golf and the MyKasih Foundation Charity Golf. In addition, the Company was a sponsor of the KL Youth
Soccer Gothia Cup 2011 and donated PVC sheeting material to a school in Puchong.

A subsidiary supplied goodies to 120 houses in the village adjacent to its manufacturing plant in conjunction with the Hari
Raya festivities whilst another adopted the Singapore Children’s Society as its official charity partner for 3 years beginning
from year 2009.

Marketplace
Last but not least, the Group also recognises its duty to be socially responsible to its customers, suppliers, shareholders
and other stakeholders. Hence, with effect from January 2007, Material Safety Data Sheets were developed on the Group’s

products range for customers to ensure safe and proper usage and handling of our products.

Supplier Audits are regularly conducted to ensure that materials provided by our suppliers meet the standards imposed by
the DOE or EQA.

Safety briefing and training for customers on the handling of phosphoric acid are also conducted by a subsidiary on a regular
basis.
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DIRECTORS' RESPONSIBILITIES STATEMENT ON
FINANCIAL STATEMENTS

In accordance with the Companies Act, 1965, the Directors of the Company are required to prepare the financial
statements for each financial year which shall give a true and fair view of the state of affairs and financial position of the
Company and of the Group as at the end of the financial year.

Pursuant to paragraph 15.26(a) of the Listing Requirements of Bursa Malaysia Securities Berhad (“Listing
Requirements”), the Directors are required to issue a Statement explaining their responsibilities in the preparation of
the annual audited financial statements.

The Directors hereby state that they are responsible for ensuring that the Company and the Group keep proper
accounting records to enable the Company and the Group to disclose, with reasonable accuracy and without any
material misstatement, the financial position of the Company and of the Group as at 31 May 2011 and the income
statement of the Company and the Group for the financial year ended on that date. The Directors are also responsible
for ensuring that the financial statements comply with the Companies Act, 1965, the Listing Requirements and other
statutory and regulatory requirements.

In preparing the financial statements for the financial year ended 31 May 2011, the Directors have:

* adopted the appropriate accounting policies, which are consistently applied;

* made judgements and estimates that are reasonable and prudent;

* adopted all applicable accounting standards, material departures, if any, will be disclosed and explained in the
financial statements; and

* prepared the financial statements on the assumption that the Company and the Group will operate as a going
concern.

The Directors have provided the auditors with every opportunity to take all steps, undertake all inspections and seek all
explanations they considered appropriate to enable them to give their audit report on the financial statements.
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ANNUAL REPORT 2011

DIRECTORS' REPORT

The Directors of Nylex (Malaysia) Berhad (“Nylex”) have pleasure in presenting their report together with the audited financial
statements of the Group and of the Company for the financial year ended 31 May 2011.
PRINCIPAL ACTIVITIES

The Company is principally involved in investment holding and the manufacture and marketing of vinyl-coated fabrics,
calendered film and sheeting and other plastic products, including geotextiles and prefabricated sub-soil drainage systems.

The principal activities of the subsidiaries comprise the following:

(a) Manufacture and marketing of rotomoulded plastic products including bulk chemical containers, road barriers, playground
equipment and disposal bins;

(b) Trading, manufacture and sale of petrochemicals and industrial chemicals products; and

() Manufacture and trading of polyurethane (“PU”) and polyvinyl chloride (“PVC”) synthetic leather, films and sheets.
There have been no significant changes in the nature of the activities of the Company and its subsidiaries during the financial
year.

RESULTS

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

Group Company

RM’000 RM’000
Profit from operations 23,337 8,099
Finance costs (7,293) (2,350)
Profit before tax 16,044 5,749
Income tax expense (2,906) 4,734
Net profit for the year 13,138 10,483
Attributable to:
Owners of the parent 13,185 10,483
Minority interests (47) -
13,138 10,483

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

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



DlRECTORS’ REPORT (continued)

ISSUE OF SHARES AND DEBENTURES

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

TREASURY SHARES

At the 40" Annual General Meeting held on 24 November 2010, the shareholders of the Company approved the proposed
renewal of shareholders’ mandate for the Company to repurchase up to 10% of its own ordinary shares pursuant to Section
67A of the Companies Act, 1965 (“Act”). During the financial year, the Company did not purchase any of its ordinary shares.

On 17 January 2011, the Company distributed a total of 5,882,637 treasury shares, being payment of the final dividend for the
financial year ended 31 May 2010.

As at 31 May 2011, a total of 23,224 treasury shares with a carrying amount of RM33,204 were held by the Company.

DIVIDENDS

As mentioned above, on 17 January 2011, the Company paid dividend by way of distribution of 5,882,637 treasury shares,
which were carried at RM8,410,624, being the final dividend for the financial year ended 31 May 2010.

In respect of the financial year ended 31 May 2011, an interim dividend of 2.85 sen per share less 25% income tax amounting
to RM4,153,489 was declared on 27 June 2011 and paid on 26 July 2011. The financial statements for the current financial
year do not reflect this dividend but will be accounted for in equity as an appropriation of retained earnings in the financial year
ending 31 May 2012.

DIRECTORS

The Directors who served on the Board of the Company since the date of the last report and at the date of this report are:

Datuk Ir (Dr) Mohamed Al Amin Abdul Majid (Executive Chairman)
Dato’ Johari Razak (Non-Executive Deputy Chairman)

Dato’ Siew Ka Wei (Group Managing Director)

Lim Hock Chye

Edmond Cheah Swee Leng

In accordance with Article 109 of the Company’s Articles of Association, Dato’ Johari Razak and Dato’ Siew Ka Wei retire by
rotation at the forthcoming annual general meeting and being eligible, offer themselves for re-election.
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ANNUAL REPORT 2011

Dl RECTO RS’ REPO RT (continued)

DIRECTORS’ INTERESTS

The interests in shares in the Company and in related companies of those who were Directors at the end of the financial year,
as recorded in the Register of Directors’ Shareholdings kept by the Company under Section 134 of the Companies Act, 1965,
were as follows:

No. of Ordinary Shares of RM1.00 Each

Share
Balance at dividend Balance at
1.6.2010 Acquired received Disposed 31.5.2011
The Company

Direct interest
Dato’ Johari Razak 127,380 - 3,980 - 131,360
Dato’ Siew Ka Wei 1,475,928 - 46,121 - 1,522,049

Deemed interest
Dato’ Siew Ka Wei 96,362,894 - 3,011,023 (10,000) 99,363,917

Holding company, Ancom Berhad

Direct interest

Dato’ Johari Razak 465,427 - - - 465,427

Dato’ Siew Ka Wei 14,586,765 - - - 14,586,765
Deemed interest

Dato’ Siew Ka Wei 19,398,848 - - - 19,398,848

Subsidiary, Ancom Kimia Sdn Bhd

Direct interest
Datuk Ir (Dr) Mohamed Al Amin Abdul Majid - 770,000 - - 770,000

No. of Ordinary Shares of RM0.20 Each

Balance at Balance at
1.6.2010 Acquired Disposed 31.5.2011
Related company, Ancom Logistics Berhad

Direct interest
Dato’ Johari Razak 23,271 - - 23,271

By virtue of his interest in the shares in the holding company, Ancom Berhad, Dato’ Siew Ka Wei is also deemed to have an
interest in the shares of all the other subsidiaries of Ancom Berhad to the extent Ancom Berhad has an interest.

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



DlRECTORS’ REPORT (continued)

DIRECTORS’ BENEFITS

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

body corporate.

Since the end of the previous financial year, no Director has received or become entitled to receive a benefit (other than
benefits included in the aggregate amount of emoluments received or due and receivable by the Directors, or the fixed salary
received in his capacity as a full-time employee of the Company as shown in Note 8 to the financial statements) by reason of
a contract made by the Company or by a related corporation with a Director; or with a firm of which the Director is a member;
or with a company in which the Director has a substantial financial interest, except as disclosed in Note 33 to the financial

statements.

OTHER STATUTORY INFORMATION

(@)

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

()

(ii)

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

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

At the date of this report, the Directors are not aware of any circumstances which would render:

@)

(ii)

the amount written off for bad debts or the amount of the allowance for doubtful debts in these financial statements
inadequate to any substantial extent; and

the values attributed to the current assets in the financial statements of the Group and of the Company
misleading.

At the date of this report, the Directors are not aware of any circumstances which have arisen which would render
adherence to the existing method of valuation of assets or liabilities of the Group and of the Company misleading or

inappropriate.

At the date of this report, the Directors are not aware of any circumstances not otherwise dealt with in this report or
financial statements which would render any amount stated in the financial statements of the Group and of the Company

misleading.

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

U

(ii)

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

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

w
w

1102 140434 TVNNNV

(1-82¢6) AYHYID (VISAVIVIN) X3I1AN



W
N

NYLEX (MALAYSIA) BERHAD (9378-1)

ANNUAL REPORT 2011

Dl RECTO RS’ REPO RT (continued)

OTHER STATUTORY INFORMATION (continued)
(f) In the opinion of the Directors:

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

(i)  no item, transaction or event of a material and unusual nature has arisen in the interval between the end of the

financial year and the date of this report which is likely to affect substantially the results of the operations of the
Group and of the Company for the financial year in which this report is made.

HOLDING COMPANY

The holding company of the Company is Ancom Berhad, a company incorporated in Malaysia and listed on the Main Market
of the Bursa Malaysia Securities Berhad.

SIGNIFICANT EVENTS DURING THE YEAR AND SUBSEQUENT TO THE REPORTING DATE

Significant events during the year are disclosed in Note 37 to the financial statements. There are no significant events
subsequent to the reporting date.

AUDITORS

The auditors, Messrs Ernst & Young, have expressed their willingness to continue in office.

Signed for and on behalf of the Board in accordance with a resolution of the Directors dated 28 September 2011.

Datuk Ir (Dr) Mohamed Al Amin Abdul Majid Dato’ Siew Ka Wei
Director Director



STATEMENT BY DIRECTORS

PURSUANT TO SECTION 169(15) OF THE COMPANIES ACT, 1965

We, Datuk Ir (Dr) Mohamed Al Amin Abdul Majid and Dato’ Siew Ka Wei, being two of the Directors of Nylex (Malaysia)
Berhad, do hereby state that, in the opinion of the Directors, the accompanying financial statements set out on pages 38 to 109
are drawn up in accordance with Financial Reporting Standards and the Companies Act, 1965 in Malaysia so as to give a true
and fair view of the financial position of the Group and of the Company as at 31 May 2011 and of their financial performance
and cash flows for the year then ended.

The information set out in Note 40 on page 110 has been prepared in accordance with the Guidance on Special Matter No.1,
Determination of Realised and Unrealised Profits or Losses in the Context of Disclosure Pursuant to Bursa Malaysia Securities
Berhad Listing Requirements, as issued by the Malaysian Institute of Accountants.

Signed for and on behalf of the Board in accordance with a resolution of the Directors dated 28 September 2011.

Datuk Ir (Dr) Mohamed Al Amin Abdul Majid Dato’ Siew Ka Wei

STATUTORY DECLARATION

PURSUANT TO SECTION 169(16) OF THE COMPANIES ACT, 1965

I, Dato’ Siew Ka Wei, being the Director primarily responsible for the financial management of Nylex (Malaysia) Berhad, do
solemnly and sincerely declare that the accompanying financial statements set out on pages 38 to 110 are in my opinion
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.

Subscribed and solemnly declared

by the abovenamed Dato’ Siew Ka Wei
at Kuala Lumpur Wilayah Persekutuan
on 28 September 2011

Before me, Dato’ Siew Ka Wei

R.Vasugi Ammal, PJK (No. W480)
Pesuruhanjaya Sumpah
Malaysia
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INDEPENDENT AUDITORS” REPORT

TO THE MEMBERS OF NYLEX (MALAYSIA) BERHAD (INCORPORATED IN MALAYSIA)

Report of the financial statements

We have audited the financial statements of Nylex (Malaysia) Berhad, which comprise the statements of financial position
as at 31 May 2011 of the Group and of the Company, and the income statements, statements of comprehensive income,
statements of changes in equity and statements of cash flows of the Group and of the Company for the year then ended, and
a summary of significant accounting policies and other explanatory notes, as set out on pages 38 to 109.

Directors’ responsibility for the financial statements

The directors of the Company are responsible for the preparation of financial statements that give a true and fair view in
accordance with Financial Reporting Standards and the Companies Act, 1965 (“Act”) in Malaysia, and for such internal
control as the directors determine are necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

Auditors’ responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on our judgement, including the assessment of risks of material misstatement
of the financial statements, whether due to fraud or error. In making those risk assessments, we consider internal control
relevant to the Company’s and the Group’s preparation of financial statements that give a true and fair view in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s and of the Group’s internal control. An audit also includes evaluating the appropriateness of
the accounting policies used and the reasonableness of accounting estimates made by the directors, as well as evaluating the
overall presentation of the financial statements.

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

In our opinion, the financial statements have been properly drawn up in accordance with Financial Reporting Standards and
the Act 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 May
2011 and of their financial performance and cash flows for the year then ended.

Report on other legal and regulatory requirements

In accordance with the requirements of the Act in Malaysia, we also report the following:

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

(b) We have considered the financial statements and the auditors’ reports of all the subsidiaries of which we have not acted
as auditors, which are indicated in Note 38 to the financial statements.



INDEPENDENT AUDITORS” REPORT

TO THE MEMBERS OF NYLEX (MALAYSIA) BERHAD (INCORPORATED IN MALAYSIA) (continued)

Report on other legal and regulatory requirements (continued)

(c) We are satisfied that the financial statements of the subsidiaries that have been consolidated with the financial
statements of the Company are in form and content appropriate and proper for the purposes of the preparation of the
consolidated financial statements and we have received satisfactory information and explanations required by us for
those purposes.

(d) The auditors’ reports on the financial statements of the subsidiaries were not subject to any qualification and did not
include any comment required to be made under Section 174(3) of the Act.

Other matters

The supplementary information set out in Note 40 on page 110 is disclosed to meet the requirement of Bursa Malaysia
Securities Berhad. The directors are responsible for the preparation of the supplementary information in accordance with
Guidance on Special Matter No. 1, Determination of Realised and Unrealised Profits or Losses in the Context of Disclosure
Pursuant to Bursa Malaysia Securities Berhad Listing Requirements, as issued by the Malaysian Institute of Accountants (“MIA
Guidance”) and the directive of Bursa Malaysia Securities Berhad. In our opinion, the supplementary information is prepared,
in all material respects, in accordance with the MIA Guidance and the directive of Bursa Malaysia Securities Berhad.

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

Ernst & Young Low Khung Leong
AF:0039 No. 2697/01/13(J)
Chartered Accountants Chartered Accountant

Kuala Lumpur, Malaysia
28 September 2011
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INCOME STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 MAY 2011

Note
Revenue 3
Cost of sales 3
Gross profit
Other income 4
Selling and distribution expenses
Administrative expenses
Other expenses
Profit from operations
Finance costs 5
Profit before tax 6
Income tax expense 9
Net profit for the year
Profit attributable to:
Owners of the parent
Minority interests
Earnings per share (sen) 10
Net dividends per ordinary share (sen) 11

Group Company
2011 2010 2011 2010
RM’000 RM’000 RM’000 RM’000
1,226,749 1,222,086 87,980 86,154
(1,105,807) (1,080,791) (76,607) (71,278)
120,942 141,295 11,373 14,876
3,122 2,672 17,003 20,206
(50,173) (49,431) (6,928) (4,900)
(45,337) (44,724) (12,508) (12,486)
(5,217) (4,340) (841) (3,735)
23,337 45,472 8,099 13,961
(7,293) (5,459) (2,350) (2,675)
16,044 40,013 5,749 11,286
(2,906) (4,855) 4,734 1,705
13,138 35,158 10,483 12,991
13,185 35,114 10,483 12,991
(47) 44 5 5
13,138 35,158 10,483 12,991
6.9 18.8
4.5 2.4

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



STATEMENTS OF COMPREHENSIVE INCOME

FOR THE FINANCIAL YEAR ENDED 31 MAY 2011

Group Company

2011 2010 2011 2010

RM’000 RM’000 RM’000 RM’000

Net profit for the year 13,138 35,158 10,483 12,991

Other comprehensive loss

Currency translation differences (7,412) (6,550) - -

Other comprehensive loss for the year (7,412) (6,550) - -

Total comprehensive income for the year 5,726 28,608 10,483 12,991
Total comprehensive income attributable to:

Owners of the parent 6,069 28,553 10,483 12,991

Minority interests (343) 55 - -

5,726 28,608 10,483 12,991

The accompanying notes form an integral part of the financial statements.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT 31 MAY 2011

As at
2011 2010 1.6.2009
(restated) (restated)
Note RM’000 RM’000 RM’000
ASSETS
Non-current assets
Property, plant and equipment 12 66,426 74,027 78,701
Investments in associates 14 - - -
Investment securities 15 3,580 3,580 3,580
Intangible assets 16 13 25 199
Goodwill arising on consolidation 17 86,828 90,485 93,160
Deferred tax assets 18 29,830 24,430 16,574
186,677 192,547 192,214
Current assets
Inventories 19 140,741 114,266 90,175
Trade and other receivables 20 223,370 184,273 162,405
Investment securities 15 458 1,158 790
Income tax recoverable 4,521 1,636 5,372
Derivative assets 21 21 - -
Short-term deposits with licensed banks 22 18,063 15,235 33,774
Cash and bank balances 22 43,049 48,954 33,807
430,223 365,522 326,323
TOTAL ASSETS 616,900 558,069 518,537
EQUITY AND LIABILITIES
Equity attributable to owners of the parent
Share capital 23 194,338 194,338 194,338
Reserves 24 (18,254) (11,138) (4,577)
Retained earnings 25 94,804 90,100 59,393
Less: Treasury shares, at cost 26 (33) (8,444) (12,851)
270,855 264,856 236,303
Minority interests 6,018 4,046 4,383
Total equity 276,873 268,902 240,686
Non-current liabilities
Deferred tax liabilities 18 1,489 1,663 1,888
Borrowings 27 1,465 14,094 32,777
Provision for retirement benefits 28 3,476 3,452 3,774
6,430 19,209 38,439
Current liabilities
Trade and other payables 29 167,152 122,637 132,422
Borrowings 27 165,614 144,046 104,662
Income tax payable 831 3,275 2,328
333,597 269,958 239,412
Total liabilities 340,027 289,167 277,851
TOTAL EQUITY AND LIABILITIES 616,900 558,069 518,537

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



COMPANY STATEMENT OF FINANCIAL POSITION

AS AT 31 MAY 2011

ASSETS

Non-current assets

Property, plant and equipment
Investments in subsidiaries
Investment securities
Intangible assets

Deferred tax assets

Current assets

Inventories

Trade and other receivables

Investment securities

Income tax recoverable

Derivative assets

Short-term deposits with licensed banks
Cash and bank balances

TOTAL ASSETS

EQUITY AND LIABILITIES

Equity attributable to owners of the parent

Share capital

Reserves

Retained earnings

Less: Treasury shares, at cost

Total equity
Non-current liabilities

Borrowings
Provision for retirement benefits

Current liabilities
Trade and other payables
Borrowings

Total liabilities

TOTAL EQUITY AND LIABILITIES

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

Note

12
13
15
16
18

19
20
15

21
22
22

23
24
25
26

27
28

29
27

As at
2011 2010 1.6.2009
(restated) (restated)
RM’000 RM’000 RM’000
37,078 39,359 42,166
198,056 198,514 200,927
80 80 80
- - 162
23,885 17,979 11,709
259,099 255,932 255,044
22,809 22,416 20,142
34,986 42,140 56,680
145 - -
33 33 4,968
21 - -
6,000 7,100 4,800
2,989 6,531 9,961
66,983 78,220 96,551
326,082 334,152 351,595
194,338 194,338 194,338
805 805 805
58,382 56,380 47,796
(33) (8,444) (12,851)
253,492 243,079 230,088
- 11,947 29,847
3,217 3,228 3,561
3,217 15,175 33,408
33,056 36,504 42,434
36,317 39,394 45,665
69,373 75,898 88,099
72,590 91,073 121,507
326,082 334,152 351,595
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NYLEX (MALAYSIA) BERHAD (9378-1)

ANNUAL REPORT 2011

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE FINANCIAL YEAR ENDED 31 MAY 2011

Note

Opening balance at
1 June 2010

Effects of adopting FRS 139

Total comprehensive (loss)/
income for the year

Transactions with owners
Dividends 11

Dividends paid to minority
shareholders of subsidiary

Additional interests
in subsidiary

Winding up of subsidiary
Total transactions with owners
Closing balance as at
31 May 2011
Opening balance as at

1 June 2009

Total comprehensive (loss)/
income for the year

Transactions with owners
Dividends 11

Dividends paid to minority
shareholders of subsidiary

Total transactions with owners

Closing balance as at
31 May 2010

Attributable to owners of the parent
Non-distributable

Share Share Translation Retained Treasury Minority Total
capital premium reserve earnings  shares Total interests equity
RM000 RM’000 RM'000 RM'000 RM000 RM000 RM000 RM’000
194,338 805 (11,943) 90,100 (8,444) 264,856 4,046 268,902

- - - (70) - (70) - (70)
194,338 805 (11,943) 90,030 (8,444) 264,786 4,046 268,832
- - (7,116) 13,185 - 6,069 (343) 5,726
- - - (8,411) 8,411 - - -

- - - - - - (331) (331)
- - - - - - 2,824 2,824

- - - - - - (178) (178)
- - - (8,411) 8,411 - 2,315 2,315
194,338 805 (19,059) 94,804 (33) 270,855 6,018 276,873
194,338 805 (5,382) 59,393 (12,851) 236,303 4,383 240,686
- - (6,561) 35,114 - 28,553 55 28,608
- - - (4,407) 4,407 - - -

- - - = - - (392) (392)

B - - (4,407) 4,407 = (392) (392)
194,338 805 (11,943) 90,100 (8,444) 264,856 4,046 268,902

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




COMPANY STATEMENT OF CHANGES IN EQUITY

FOR THE FINANCIAL YEAR ENDED 31 MAY 2011

Non-distributable

Share Share Retained Treasury
capital premium earnings shares Total
Note RM’000 RM’000 RM’000 RM’000 RM’000
Opening balance as at 1 June 2010 194,338 805 56,380 (8,444) 243,079
Effects of adopting FRS 139 - - (70) - (70)
194,338 805 56,310 (8,444) 243,009
Total comprehensive income
for the year = = 10,483 = 10,483
Dividends 11 - - (8,411) 8,411 -
Closing balance as at 31 May 2011 194,338 805 58,382 (33) 253,492
Opening balance as at 1 June 2009 194,338 805 47,796 (12,851) 230,088
Total comprehensive income
for the year - - 12,991 - 12,991
Dividends 11 - - (4,407) 4,407 -
Closing balance as at 31 May 2010 194,338 805 56,380 (8,444) 243,079

The accompanying notes form an integral part of the financial statements.
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ANNUAL REPORT 2011

CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE FINANCIAL YEAR ENDED 31 MAY 2011

Cash Flows From Operating Activities
Profit before tax
Adjustments for:
Depreciation of property, plant and equipment
Interest expense
Amortisation of intangible assets
Reversal of impairment of investments
Fair value gain on investments
Fair value gain on derivatives
Impairment loss on property, plant and equipment
Bad debts written-off
Inventories written-down
Impairment loss on trade and other receivables
Unrealised loss on foreign exchange
Provision for warranties
Provision for retirement benefits
Dividend income
Interest income
Gain on disposal of property, plant and equipment (net)
Gain on disposal of investment
Gain on winding up of a subsidiary (Note 13(b))

Operating profit before working capital changes
Working Capital Changes

Receivables

Inventories

Payables

Group companies

Cash generated from/(used in) operations

Income taxes paid
Retirement benefits paid

Net Cash Used In Operating Activities (carried forward)

2011 2010
(restated)
RM’000 RM’000
16,044 40,013
7,945 8,233
7,293 5,459
12 174
- (368)
(114) 2
(21) -
2,000 -
11 2
1,838 1,853
1,297 2,540
1,727 2,366
810 -
412 270
(40) (1)
(424) (666)
(332) (875)
(919) -
(197) -
37,342 59,500
(40,345) (27,994)
(34,598) (30,075)
31,037 452
13,631 (7,887)
7,067 (6,004)
(12,961) (7,969)
(389) (595)
(6,283) (14,568)



CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE FINANCIAL YEAR ENDED 31 MAY 2011 (continued)

2011 2010
(restated)
RM’000 RM’000
Net Cash Used In Operating Activities (brought forward) (6,283) (14,568)
Cash Flows From Investing Activities
Proceeds from disposal of property, plant and equipment 411 1,347
Purchase of property, plant and equipment (2,538) (5,010)
Acquisition of additional interest in a subsidiary - (1,733)
Acquisition of investment securities (201) -
Shortfall in profit guarantee (Note 37(b)) 132 -
Proceeds from disposal of quoted investment 2,056 -
Net cash flows on acquisition of subsidiaries (Note 13(a)) (236) -
Transaction costs paid by minority interests on winding
up of a subsidiary (178) -
Conversion of loan from minority interests to share
capital in a subsidiary 2,824 -
Interest received 424 666
Dividend received from equity instruments 40 1
Net Cash Generated From/(Used In) Investing Activities 2,734 (4,729)
Cash Flows From Financing Activities
Dividends paid to minority shareholders of a subsidiary (331) (392)
Repayment of hire-purchase creditors (88) (98)
Drawdown of term loan and advances 128,349 61,281
Repayment of term loan and advances (118,548) (39,349)
Interest paid (7,293) (5,459)
Net Cash Generated From Financing Activities 2,089 15,983
Net Decrease in Cash and Cash Equivalents (1,460) (3,314)
Effects of Exchange Rate Changes (3,648) (1,615)
Cash and Cash Equivalents at Beginning of Year 64,043 67,251
Effects of Exchange Rate Changes 1,827 1,721
65,870 68,972
Cash and Cash Equivalents at End of Year (Note 22) 60,762 64,043

The accompanying notes form an integral part of the financial statements.
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NYLEX (MALAYSIA) BERHAD (9378-1)

ANNUAL REPORT 2011

COMPANY STATEMENT OF CASH FLOWS

FOR THE FINANCIAL YEAR ENDED 31 MAY 2011

Cash Flows From Operating Activities
Profit before tax
Adjustments for:
Depreciation of property, plant and equipment
Interest expense
Amortisation of intangible assets
Impairment loss on investments
Fair value gain on investments
Fair value gain on derivatives
Inventories written-down
Unrealised loss on foreign exchange
Provision for warranties
Provision for retirement benefits
Dividend income
Interest income
Gain on disposal of property, plant and equipment

Operating (loss)/profit before working capital changes
Working Capital Changes

Receivables

Inventories

Payables

Group companies

Cash (used in)/generated from operations

Income taxes refunded
Retirement benefits paid

Net Cash (Used In)/Generated From Operating Activities (carried forward)

2011 2010
(restated)
RM’000 RM’000
5,749 11,286
4,006 4,375
2,350 2,675
- 162
326 2,413
(44) -
(21) -
1,799 865
575 1,126
610 -
373 262
(15,459) (19,499)
(682) (76)
(81) (76)
(499) 3,513
(764) (1,163)
(2,191) (3,139)
(3,721) 5,470
6,936 3,160
(239) 7,841
- 4,952
(384) (595)
(623) 12,198



COMPANY STATEMENT OF CASH FLOWS

FOR THE FINANCIAL YEAR ENDED 31 MAY 2011 (continued)

Net Cash (Used In)/Generated From Operating Activities (brought forward)

Cash Flows From Investing Activities

Proceeds from disposal of property, plant and equipment
Purchase of property, plant and equipment

Acquisition of investment securities

Shortfall in profit guarantee (Note 37(b))

Interest received

Dividend received from subsidiaries

Net Cash Generated From Investing Activities
Cash Flows From Financing Activities
Repayment of hire-purchase creditors
Drawdown of term loan and advances
Repayment of term loan and advances

Interest paid

Net Cash Used In Financing Activities

Net Decrease in Cash and Cash Equivalents

Cash and Cash Equivalents at Beginning of Year

Cash and Cash Equivalents at End of Year (Note 22)

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

2011 2010
(restated)
RM’000 RM’000
(623) 12,198
94 107
(1,738) (1,599)
(101) -
132 -
682 76
14,286 14,934
13,355 13,518
= (65)
10,600 894
(25,624) (25,000)
(2,350) (2,675)
(17,374) (26,846)
(4,642) (1,130)
13,631 14,761
8,989 13,631
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NYLEX (MALAYSIA) BERHAD (9378-1)

ANNUAL REPORT 2011

NOTES TO THE FINANCIAL STATEMENTS

31 MAY 2011

1. CORPORATE INFORMATION

Nylex (Malaysia) 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 (“Bursa Securities”). The registered office of the
Company is located at Unit C508, Block C, Kelana Square, Jalan SS7/26, Kelana Jaya, 47301 Petaling Jaya, Selangor
Darul Ehsan, while the principal place of business is located at Lot 16, Persiaran Selangor, Section 15, 40200 Shah
Alam, Selangor Darul Ehsan.

The Company is a subsidiary of Ancom Berhad (“Ancom”), a company incorporated in Malaysia and listed on the Main
Market of Bursa Securities.

The Company is principally involved in investment holding and the manufacture and marketing of vinyl-coated fabrics,
calendered film and sheeting and other plastic products, including geotextiles and prefabricated sub-soil drainage
systems. The principal activities of the subsidiaries are indicated in Note 38. There have been no significant changes in
the nature of the activities of the Company and its subsidiaries 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 28 September 2011.
2.  SIGNIFICANT ACCOUNTING POLICIES

(a) Basis of preparation
The financial statements of the Group and of the Company have been prepared in accordance with Financial
Reporting Standards (“FRSs”) and the Companies Act, 1965 in Malaysia and the Listing Requirements of Bursa
Securities. Unless otherwise indicated in the significant accounting policies, the financial statements have been
prepared under the historical cost basis. At the beginning of the current financial year, the Group and the Company
adopted new and revised FRSs which are mandatory for financial periods beginning on or after 1 June 2010 as

described fully in Note 2(b).

The financial statements are presented in Ringgit Malaysia (“RM”) and all values are rounded to the nearest
thousand (“RM’000”) except when otherwise indicated.

(b) Changes in accounting policies and effects arising from adoption of new and revised FRSs
(i) Adoption of new and revised FRSs
The accounting policies adopted are consistent with those of the previous financial year except as follows:

On 1 June 2010, the Group and the Company adopted the following applicable FRSs, amendments to FRSs
and IC interpretations which are mandatory for financial periods beginning on or after 1 June 2010.

FRSs

FRS 7 Financial Instruments: Disclosures

FRS 8 Operating Segments

FRS 101 Presentation of Financial Statements (Revised)
FRS 123 Borrowing Costs

FRS 139 Financial Instruments: Recognition and Measurement



NOTES TO THE FINANCIAL STATEMENTS

31 MAY 2011 (continued)

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(b) Changes in accounting policies and effects arising from adoption of new and revised FRSs (continued)

(i)

Adoption of new and revised FRSs (continued)

Interpretations

IC Interpretation 9
IC Interpretation 10
IC Interpretation 11
IC Interpretation 14

Amendments to
FRS 1

FRS 2

FRS 7

FRS 127

FRS 132
FRS 132
FRS 139
IC Interpretation 9

Reassessment of Embedded Derivatives

Interim Financial Reporting and Impairment

FRS 2: Group and Treasury Share Transactions

FRS 119: The Limit on a Defined Benefit Asset,
Minimum Funding Requirements and their Interaction

First-time Adoption of Financial Reporting Standards

Share-based Payment: Vesting Conditions and Cancellations
Financial Instruments: Disclosures

Consolidated and Separate Financial Statements: Cost of an
Investment in a Subsidiary, Jointly Controlled Entity or Associate
Financial Instruments: Presentation

Financial Instruments: Presentation - Classifications of Rights Issues
Financial Instruments: Recognition and Measurement
Reassessment of Embedded Derivatives

Improvements to FRSs (2009)

FRS 5

FRS 7

FRS 8

FRS 107
FRS 108
FRS 110
FRS 116
FRS 117
FRS 118
FRS 119
FRS 123
FRS 127
FRS 128
FRS 131
FRS 134
FRS 136
FRS 138

Non-current Assets Held for Sale and Discontinued Operations
Financial Instruments: Disclosures

Operating Segments

Statement of Cash Flows

Accounting Policies, Changes in Accounting Estimates and Errors
Events After the Reporting Period

Property, Plant and Equipment

Leases

Revenue

Employee Benefits

Borrowing Costs

Consolidated and Separate Financial Statements

Investments in Associates

Interests in Joint Ventures

Interim Financial Reporting

Impairment of Assets

Intangible Assets
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NYLEX (MALAYSIA) BERHAD (9378-1)

ANNUAL REPORT 2011

NOTES TO THE FINANCIAL STATEMENTS

31 MAY 2011 (continued)

2.

SIGNIFICANT ACCOUNTING POLICIES (continued)

(b)

Changes in accounting policies and effects arising from adoption of new and revised FRSs (continued)

(i)

Adoption of new and revised FRSs (continued)

Adoption of the above standards did not have any effect on the financial performance or position of the Group
and of the Company except as discussed below:

FRS 7 Financial Instruments: Disclosures

Prior to 1 June 2010, information about financial instruments was disclosed in accordance with the requirements
of FRS 132 Financial Instruments: Disclosure and Presentation. FRS 7 introduces new disclosures to improve
the information about financial instruments. It requires the disclosure of qualitative and quantitative information
about exposure to risks arising from financial instruments, including specified minimum disclosures about
credit risk, liquidity risk and market risk, including sensitivity analysis to market risk.

The Group and the Company have applied FRS 7 prospectively in accordance with the transitional provisions.
Hence, the new disclosures have not been applied to the comparatives. The new disclosures are included
throughout the Group’s and the Company’s financial statements for the year ended 31 May 2011.

FRS 8 Operating Segments

FRS 8, which replaces FRS 114 Segment Reporting, specifies how an entity should report information about
its operating segments, based on information about the components of the entity that is available to the
chief operating decision maker for the purposes of allocating resources to the segments and assessing
their performance. The standard also requires the disclosure of information about the products and services
provided by the segments, the geographical areas in which the Group operates, and revenue from the Group’s
major customers.

The Group concluded that the reportable operating segments determined in accordance with FRS 8 are
the same as the business segments previously identified under FRS 114. The Group has adopted FRS 8
retrospectively.

FRS 101 Presentation of Financial Statements (Revised)

The revised FRS 101 introduces changes in the presentation and disclosures of financial statements. The
revised standard separates owner and non-owner changes in equity. The statement of changes in equity
includes only details of transactions with owners, with all non-owner changes in equity presented as a single
line. The standard also introduces the statement of comprehensive income, with all items of income and
expense recognised in profit or loss, together will all other items of recognised income and expense recognised
directly in equity, either in one single statement, or in two linked statements.

As a result, the Group has presented all owner changes in equity in the consolidated statement of changes
in equity whilst all non-owner changes in equity have been presented in the consolidated statement of
comprehensive income.

The Group and the Company have elected to present the statement of comprehensive income in two
statements.



NOTES TO THE FINANCIAL STATEMENTS

31 MAY 2011 (continued)

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(b) Changes in accounting policies and effects arising from adoption of new and revised FRSs (continueqd)

(i)

Adoption of new and revised FRSs (continued)

In addition, a statement of financial position is required at the beginning of the earliest comparative period
following a change in accounting policy, the correction of an error or the classification of items in the financial
statements.

The revised FRS 101 also requires the Group to make new disclosures to enable users of the financial
statements to evaluate the Group’s objectives, policies and processes for managing capital.

The revised FRS 101 was adopted retrospectively by the Group and the Company.
Amendment to FRS 117 Leases

Prior to 1 June 2010, leasehold lands were treated as operating leases. The considerations paid were
classified and presented as prepaid lease payment on the statement of financial position. With the adoption of
the Amendment to FRS 117, the classification of a leasehold land as a finance lease or an operating lease is
based on the extent to which risks and rewards incident to ownership lie. Accordingly, the Group has changed
the classification of the leasehold lands from operating leases to finance leases. This change has been applied
retrospectively and certain comparatives have been restated.

The following are effects to the consolidated statement of financial position as at 31 May 2011 arising from the
above change in accounting policy:

Group Company
2011 2011
RM’000 RM’000

Increase/(decrease)
Property, plant and equipment 23,047 12,068
Land use rights (23,047) (12,068)

The following comparatives have been restated:

As previously Re- As
stated classification restated
RM’000 RM’000 RM’000
Group
At 31 May 2010
Property, plant and equipment 50,652 23,375 74,027
Land use rights 23,375 (23,375) -
At 1 June 2009
Property, plant and equipment 60,211 18,490 78,701
Land use rights 18,490 (18,490) -
Company
At 31 May 2010
Property, plant and equipment 27,165 12,194 39,359
Land use rights 12,194 (12,194) -

At 1 June 2009
Property, plant and equipment 35,058 7,108 42,166
Land use rights 7,108 (7,108) -
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NYLEX (MALAYSIA) BERHAD (9378-1)

ANNUAL REPORT 2011

NOTES TO THE FINANCIAL STATEMENTS

31 MAY 2011 (continued)

2.

SIGNIFICANT ACCOUNTING POLICIES (continued)

(b)

Changes in accounting policies and effects arising from adoption of new and revised FRSs (continued)

(i)

Adoption of new and revised FRSs (continued)

FRS 139 Financial Instruments: Recognition and Measurement

FRS 139 establishes principles for recognising and measuring financial assets, financial liabilities and
some contracts to buy and sell non-financial items. The Group and the Company have adopted FRS 139
prospectively on 1 June 2010 in accordance with the transitional provisions. The effects arising from the
adoption of this standard has been accounted for by adjusting the opening balance of retained earnings as at
1 June 2010. Comparatives are not restated.

The details of the changes in accounting policies and the effects arising from the adoption of FRS 139 are
discussed below:

(a)

(b)

Impairment of Trade Receivables

Prior to 1 June 2010, provision for doubtful debts was recognised when it was considered uncollectible.
Upon the adoption of FRS 139, an impairment loss is recognised when there is objective evidence
that an impairment loss has been incurred. The amount of the loss is measured as the difference
between the receivable’s carrying amount and the present value of the estimated future cash flows
discounted at the receivable’s original effective interest rate. As at 1 June 2010, the Group has
remeasured the allowance for impairment losses as at that date in accordance with FRS 139 and the
difference is recognised as adjustments to the opening balance of retained earnings as at that date.

Derivative Financial Instruments

Prior to 1 June 2010, derivative financial instruments were recognised in the financial statements only
upon settlement. These instruments do not qualify for hedge accounting under FRS 139. Hence, upon
adoption of FRS 139, all derivatives held by the Group and the Company as at 1 June 2010 are

recognised at their fair values and are classified as financial assets at fair value through profit or loss.

The following are effects arising from the above changes in accounting policies:

Group / Company
As at As at
31 May 1 June
2011 2010

RM’000 RM’000
Statements of financial position

Increase/(decrease)
Trade receivables - (148)
Derivative assets 21 78
Retained earnings (21) (70)
Group / Company
2011
RM’000

Statements of comprehensive income
Increase
Other income 21



NOTES TO THE FINANCIAL STATEMENTS

31 MAY 2011 (continued)

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

9))
w

(b) Changes in accounting policies and effects arising from adoption of new and revised FRSs (continued)

(ii) Applicable FRSs, amendments to FRSs and interpretations that are not yet effective and not adopted

FRSs
FRS 1
FRS 3
FRS 124
FRS 127

Interpretations

IC Interpretation 4
IC Interpretation 16
IC Interpretation 18
IC Interpretation 19

Amendments to
FRS 1

FRS 2
FRS 2

FRS 5
FRS 7

FRS 138
IC Interpretation 9
IC Interpretation 14

First-time Adoption of Financial Reporting Standards
Business Combinations (Revised)

Related Party Disclosures

Consolidated and Separate Financial Statements (Revised)

Determining Whether An Arrangement contains a Lease
Hedges of a Net Investment in a Foreign Operation
Transfers of Assets from Customers

Extinguishing Financial Liabilities with Equity Instruments

First-time Adoption of Financial Reporting Standards: Limited
Exemption from Comparative FRS 7 Disclosures for First-time
Adopters and Additional Exemptions for First-time Adopters

Share-based Payment

Share-based Payment: Group Cash-settled Share-based
Payment Transactions

Non-current Assets Held For Sale and Discontinued Operations

Financial Instruments: Disclosures - Improving Disclosures about
Financial Instruments

Intangible Assets

Reassessment of Embedded Derivatives

Prepayments of a Minimum Funding Requirement

Improvements to FRSs (2010)

FRS 1

FRS 3

FRS 7

FRS 101
FRS 121
FRS 128
FRS 131
FRS 132
FRS 134
FRS 139

First-time Adoption of Financial Reporting Standards
Business Combinations

Financial Instruments: Disclosures

Presentation of Financial Statements

The Effects of Changes in Foreign Exchange Rates
Investments in Associates

Interests in Joint Ventures

Financial Instruments: Presentation

Interim Financial Reporting

Financial Instruments: Recognition and Measurement

Effective for
financial periods
beginning on

or after

1 July 2010

1 July 2010

1 January 2012

1 July 2010

1 January 2011
1 July 2010
1 January 2011
1 July 2011

1 January 2011

1 July 2010
1 January 2011

1 July 2010
1 January 2011

1 July 2010
1 July 2010
1 July 2011

1 January 2011
1 January 2011
1 January 2011
1 January 2011
1 January 2011
1 January 2011
1 January 2011
1 January 2011
1 January 2011
1 January 2011
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ANNUAL REPORT 2011

NOTES TO THE FINANCIAL STATEMENTS

31 MAY 2011 (continued)

2.

SIGNIFICANT ACCOUNTING POLICIES (continued)

(b)

Changes in accounting policies and effects arising from adoption of new and revised FRSs (continued)

(i)

(iii)

Applicable FRSs, amendments to FRSs and interpretations that are not yet effective and not adopted
(continued)

Except for the changes in accounting policies arising from the adoption of the revised FRS 3 and FRS 127,
as well as the new disclosures required under FRS 7, the directors expect that the adoption of the other
standards and interpretations above will have no material impact on the financial statements in the period of
initial application. The nature of the impending changes in accounting policy on the adoption of the revised
FRS 3 and 127 are described below.

FRS 3 Business Combinations (Revised) and FRS 127 Consolidated and Separate Financial Statements
(Revised)

FRS 3 (revised) introduces a number of changes to the accounting for business combinations occurring on or
after 1 July 2010. These include changes that affect the valuation of non-controlling interest, the accounting
for transaction costs, the initial recognition and subsequent measurement of a contingent consideration and
business combinations achieved in stages. These changes will impact the amount of goodwill recognised, the
reported results in the period that an acquisition occurs and future reported results.

FRS 127 (revised) requires that a change in the ownership interest of a subsidiary (without loss of control) is
accounted for as a transaction with owners in their capacity as owners and to be recorded in equity. Therefore,
such transaction will no longer give rise to goodwill, nor will it give rise to a gain or loss. Furthermore, the
amended Standard changes the accounting for losses incurred by the subsidiary as well as loss of control of
a subsidiary.

Other consequential amendments have been made to FRS 107 Statement of Cash Flows, FRS 112
Income Taxes, FRS 121 The Effects of Changes in Foreign Exchange Rates and FRS 128 Investments in
Associates.

The changes by FRS 3 (revised) and FRS 127 (revised) will be applied prospectively and only affect future
acquisition or loss of control of subsidiaries and transactions with minority interests. The standard may be early
adopted but the Group does not have the intention to early adopt.

FRSs and interpretations that are not applicable and not adopted

Effective for

financial periods

beginning on

FRS or after
FRS 4 Insurance Contracts 1 January 2010

Interpretations

IC Interpretation 12 Service Concession Arrangements 1 July 2010
IC Interpretation 13 Customer Loyalty Programmes 1 January 2010
IC Interpretation 15 Agreements for the Construction of Real Estate 1 January 2012
IC Interpretation 17 Distribution of Non-cash Assets to Owners 1 July 2010
Amendments to

IC Interpretation 15 Agreements for the Construction of Real Estate 30 August 2010



NOTES TO THE FINANCIAL STATEMENTS

31 MAY 2011 (continued)

2.

SIGNIFICANT ACCOUNTING POLICIES (continued)

(b)

(c)

Changes in accounting policies and effects arising from adoption of new and revised FRSs (continued)

(iii)

FRSs and interpretations that are not applicable and not adopted (continued)

Effective for
financial periods
beginning on

Improvements to FRSs (2009) or after

FRS 120 Accounting for Government Grants and Disclosure of 1 January 2010
Government Assistance

FRS 129 Financial Reporting in Hyperinflationary Economies 1 January 2010

FRS 140 Investment Property 1 January 2010

Improvements to FRSs (2010)
IC Interpretation 13 Customer Loyalty Programmes 1 January 2011

The above FRSs, IC interpretations, amendments and improvements to FRSs are not applicable to the
Group and the Company.

Significant accounting judgements and estimates

The preparation of the Group’s financial statements requires management to make judgements, estimates and
assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and the disclosure of
contingent liabilities at the reporting date. However, uncertainty about these assumptions and estimates could
result in outcomes that could require a material adjustment to the carrying amount of the asset or liability affected
in the future.

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date
that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within
the next financial year are discussed below:

U]

(ii)

Impairment of goodwill

Goodwill is tested for impairment annually and at other times when such indicators exist. This requires an
estimation of the value-in-use of the cash-generating units (“CGU”) to which goodwill is allocated. Estimating
a value-in-use requires management to make an estimate of the expected future cash flows from the CGU
and also to choose a suitable discount rate in order to calculate the present value of those cash flows. The
carrying amount of goodwill as at 31 May 2011 was RM86,828,000 (2010: RM90,485,000). Further details
are disclosed in Note 17.

Deferred tax assets

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

9]
9]
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2.

SIGNIFICANT ACCOUNTING POLICIES (continued)

(c) Significant accounting judgements and estimates (continued)

(if)

(iii)

(iv)

Deferred tax assets (continued)

Assumptions about generation of future taxable profits depend on management’s estimates of future cash
flows. These depend on estimates of future production and sales volume, operating costs, capital expenditure,
dividends and other capital management transactions. Judgement is also required about application of income
tax legislation. These judgement and assumptions are subject to risks and uncertainty, hence there is a
possibility that changes in circumstances will alter expectations, which may impact the amount of deferred
tax assets recognised in the statements of financial position and the amount of unrecognised tax losses and
unrecognised temporary differences.

At the reporting date, the Group has recognised RM27,086,000 of unrecognised tax losses and unabsorbed
capital allowances as management considered that it is probable that taxable profits will be available against
which the losses and allowances can be utilised. Variance from future taxable profits estimated will result in
changes in the deferred tax assets recognised.

Depreciation of property, plant and equipment

The cost of property, plant and equipment is depreciated on a straight line basis over the assets’ estimated
useful lives. Changes in the expected level of usage could impact the economic useful lives and residual
values of these assets, therefore future depreciation charges could be revised. A 5% difference in the current
year depreciation charge will result in approximately 3% and 2% variances in net profit for the year of the
Group and of the Company respectively.

Impairment of loans and receivables

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

Where there is objective evidence of impairment, the amount and timing of future cash flows are estimated
based on historical loss experience for assets with similar credit risk characteristics. The carrying amount
of the Group’s loans and receivables at the reporting date is disclosed in Note 20. If the present value of
estimated future cash flows decreases by 10% from management’s estimates, the Group’s allowance for
impairment will increase by RM173,000 (2010: RM179,000).

(d) Subsidiaries and basis of consolidation

(i)

Subsidiaries

Subsidiaries are entities over which the Group has the ability to control the financial and operating policies
so as to obtain benefits from their activities. The existence and effect of potential voting rights that are
currently exercisable or convertible are considered when assessing whether the Group has such power over
another entity.

In the Company’s separate financial statements, investments in subsidiaries are accounted for at cost less
impairment losses.
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31 MAY 2011 (continued)

2.

SIGNIFICANT ACCOUNTING POLICIES (continued)

(d)

(e)

Subsidiaries and basis of consolidation (continued)
(i) Basis of consolidation

The consolidated financial statements comprise the financial statements of the Company and its subsidiaries
as at the reporting date. The financial statements of the subsidiaries are prepared for the same reporting date
as the Company.

Subsidiaries are consolidated from the date of acquisition, being the date on which the Group obtains control,
and continue to be consolidated until the date that such control ceases. In preparing the consolidated financial
statements, intragroup balances, transactions and the resulting unrealised gains are eliminated in full, and the
consolidated financial statements reflect external transactions only. Unrealised losses resulting from intragroup
transactions are also eliminated unless the cost cannot be recovered. Uniform accounting policies are adopted
in the consolidated financial statements for like transactions and events in similar circumstances.

Acquisitions of subsidiaries are accounted for using the purchase method. The purchase method of accounting
involves allocating the cost of the acquisition to the fair value of the assets acquired and liabilities and contingent
liabilities assumed at the date of acquisition. The cost of an acquisition is measured as the aggregate of the
fair values, at the date of exchange, of the assets given, liabilities incurred or assumed, and equity instruments
issued, plus any costs directly attributable to the acquisition.

Any excess of the cost of the acquisition over the Group’s interest in the net fair value of the identifiable
assets, liabilities and contingent liabilities represents goodwill. Any excess of the Group’s interest in the net
fair value of the identifiable assets, liabilities and contingent liabilities over the cost of acquisition is recognised
immediately in profit or loss.

Minority interests represent the portion of profit or loss and net assets in subsidiaries not held by the Group
and are presented separately in profit or loss of the Group and within equity in the consolidated statements
of financial position, separately from parent shareholders’ equity. Transactions with minority interests are
accounted for using the entity concept method, whereby, transactions with minority interests are accounted for
as transactions with owners. On acquisition of minority interests, the difference between the consideration and
book value of the share of the net assets acquired is recognised directly in equity. Gain or loss on disposal to
minority interests is recognised directly in equity.

Associates

An associate is an entity, not being a subsidiary or joint venture, in which the Group has significant influence. An
associate is equity accounted for from the date the Group obtains significant influence until the date the Group
ceases to have significant influence over the associate.

Investment in associates are accounted for using the equity method. Under the equity method of accounting, the
investment in associates is measured in the statement of financial position at cost plus post-acquisition changes
in the Group’s share of net assets of the associates. Goodwill relating to associates is included in the carrying
amount of the investment. Any excess of the Group’s share of the net fair value of the associate’s identifiable
assets, liabilities and contingent liabilities over the cost of the investment is excluded from the carrying amount of
the investment and is instead included as income in the determination of the Group’s share of the associate’s profit
or loss for the period in which the investment is acquired. The Group’s interest in the associates is stated at
cost plus the Group’s share of post-acquisition retained earnings or accumulated losses and other reserves in the
associates.
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2.

SIGNIFICANT ACCOUNTING POLICIES (continued)

(e)

®

Associates (continued)

The Group’s share of results and reserves in the associates acquired or disposed of are included in the
consolidated financial statements from the effective date of acquisition or up to the effective date of disposal.

When the Group’s share of losses in an associate equals or exceeds its interest in the associate, the Group does
not recognise further losses, unless it has incurred obligations or made payments on behalf of the associate.

After application of the equity method, the Group determines whether it is necessary to recognise an additional
impairment loss on the Group’s investment in its associates. The Group determines at each reporting date whether
there is any objective evidence that the investment in the associate is impaired. If this is the case, the Group
calculates the amount of impairment as the difference between the recoverable amount of the associate and its
carrying value and recognises the amount of impairment in profit or loss.

The financial statements of the associates are prepared as of the same reporting date as the Company. Where
necessary, adjustments are made to bring the accounting policies in line with those of the Group.

In the Company’s separate financial statements, investments in associates are stated at cost less impairment
losses. On disposal of such investments, the difference between net disposal proceeds and their carrying amounts
is included in profit or loss.

Property, plant and equipment and depreciation

Property, plant and equipment are initially stated at cost. Cost consists of purchase, commissioning, installation
costs and in respect of construction of plant and machinery, interest expense incurred prior to commencement of
production and other expenditure that is directly attributable to the acquisition of the asset.

Subsequent to recognition, all property, plant and equipment are measured at cost less accumulated depreciation
and impairment losses. When significant parts of property, plant and equipment are required to be replaced in
intervals, the Group and the Company recognises such parts as individual assets with specific useful lives and
depreciation, respectively. Other repair and maintenance costs are recognised in profit or loss as incurred.

Certain leasehold land and buildings of the Group and of the Company have not been revalued since they were
first revalued in 1985. The directors have not adopted a policy of regular revaluation of such assets and no later
valuation has been recorded. As permitted under the transitional provisions of IAS 16 (Revised) Property, Plant
and Equipment, these assets continue to be stated at their 1985 valuation less accumulated depreciation.

Freehold land is not depreciated as it has an indefinite useful life. Capital work-in-progress are not depreciated until
such time when the asset is available for use.

Depreciation of all other assets is computed on the straight-line method based on the estimated useful life of the
various assets, at the following annual rates:

%

Leasehold land, buildings and improvements 1.0- 5.0
Plant and machinery 6.7 - 33.3
Furniture and fittings 10.0 - 33.3
Office equipment 7.0-33.3

Motor vehicles 15.0-25.0
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2.

SIGNIFICANT ACCOUNTING POLICIES (continued)

®

(9)

(h)

1)

Property, plant and equipment and depreciation (continued)

The residual values, useful life and depreciation method are reviewed at each financial year-end to ensure that
the amount, method and period of depreciation are consistent with previous estimates and the expected pattern of
consumption of the future economic benefits embodied in the items of property, plant and equipment.

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 on derecognition of the asset is included in the profit or loss in the
year the asset is derecognised.

Investments in subsidiaries

Investments in unquoted subsidiaries, which are eliminated on consolidation, are stated at cost less impairment
losses in the Company’s financial statements.

On disposal of such investments, the difference between the net disposal proceeds and their carrying amounts is
included in profit or loss.

Inventories

Raw materials and consumable stores, work-in-progress, finished products and inventory-in-transit are valued at
the lower of cost and net realisable value. Cost comprises the actual cost of raw materials determined using
weighted average cost and an applicable portion of labour and manufacturing overheads for work-in-progress and
finished goods. Net realisable value represents the estimated selling price less all estimated costs to completion
and costs to be incurred in marketing, selling and distribution.

Provision for liabilities

Provision for liabilities is recognised when the Group has a present obligation as a result of a past event and it is
probable that an outflow of resources embodying economic benefits will be required to settle the obligation, and a
reliable estimate of the amount can be made. Provisions are reviewed at each reporting date and adjusted to
reflect the current best estimate. Where the effect of the time value of money is material, provisions are discounted
using a current pre-tax rate that reflects, where appropriate, the risks specific to the liability.

Intangible assets
(i) Goodwill

Goodwill acquired in a business combination is initially measured at cost being the excess of the cost of
business combination over the Group’s interest in the net fair value of the identifiable assets, liabilities and
contingent liabilities. Following the initial recognition, goodwill is measured at cost less any accumulated
impairment losses. Goodwill is reviewed for impairment, annually or more frequently if events or changes in
circumstances indicate that the carrying value may be impaired. Gains and losses on the disposal of an entity
include the carrying amount of goodwill relating to the entity sold.

Goodwill and fair value adjustments arising on the acquisition of foreign operation on or after 1 January 2006
are treated as assets and liabilities of the foreign operations and are recorded in the functional currency of
the foreign operations and translated in accordance with the accounting policy set out in Note 2(m).

Goodwill and fair value adjustments which arose on acquisitions of foreign operation before 1 January 2006
are deemed to be assets and liabilities of the Company and are recorded in RM at the rates prevailing at the
date of acquisition.
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2.

SIGNIFICANT ACCOUNTING POLICIES (continued)

1)

()

Intangible assets (continued)

(ii)

(i)

Research and development expenditure

Research and development expenditure are written off to profit or loss as and when incurred except that
development expenditure relating to specific projects with commercial viability and for which there is a clear
indication of the marketability of the products being developed, is carried forward. Such expenditure is
amortised on a systematic basis over the period of time not exceeding five years in which the benefits are
expected to be derived commencing in the period in which the related sales are first made.

Rights

Rights are recognised as intangible assets if it is probable that the future economic benefits that are
attributable to such asset will flow to the Company and the costs of such assets can be measured reliably.

Rights are stated at cost less accumulated amortisation and impairment losses. Amortisation is recognised
as an expense in profit or loss on a straight-line basis over the estimated useful life of five years.

Employee benefits

(i)

(ii)

(iif)

(iv)

Short-term benefits

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

Defined contribution plans

As required by law, companies in Malaysia make contributions to the Employees Provident Fund. Some
of the Group’s foreign subsidiaries make contributions to their respective countries’ statutory pension
schemes. Such contributions are recognised as an expense in profit or loss as incurred.

Retirement benefits obligation

The Company and certain subsidiaries are obligated under non-contributory retirement benefit schemes and
collective bargaining agreements to pay retirement benefits to certain employees who retire or leave the
companies’ employ after fulfilling certain conditions. Provision for retirement benefits is computed based on
the length of service and a proportion of the basic salary earnings of the employees in each particular year of
service.

Termination benefits

Termination benefits are payable to employees whose employment are terminated before the normal
retirement date or employees who accept voluntary redundancy. The Group recognises termination benefits
as a liability and an expense when it is irrefutably committed to the termination and is without realistic
possibility of withdrawal or when an offer is made in order to encourage voluntary redundancy. In the case
of an offer made to encourage voluntary redundancy, the measurement of the termination benefits shall be
based on the number of employees expected to accept the offer. Benefits which fall due more than 12 months
after the reporting date are discounted to the present value.
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2.

SIGNIFICANT ACCOUNTING POLICIES (continued)

U]

Income tax

(M

(ii)

Current tax

Current tax assets and liabilities are measured at the amount expected to be recovered from or paid to the
tax authorities. The tax rates and tax laws used to compute the amount are those that are enacted or
substantively enacted at the reporting date.

Current taxes are recognised in profit or loss except to the extent that the tax relates to items recognised
outside profit or loss, either in other comprehensive income or directly in equity.

Deferred tax

Deferred tax is provided using the liability method on temporary differences at the reporting date between
the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary differences, except:

(a) where the deferred tax liability arises from the initial recognition of goodwill or of an asset or liability in
a transaction which is not a business combination and, at the time of the transaction, affects neither
accounting profit nor taxable profit or loss; and

(b) inrespect of taxable temporary differences associated with investments in subsidiaries, associates and
interests in joint ventures, where the timing of the reversal of the temporary differences can be
controlled and it is probable that the temporary differences will not reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible temporary differences, carry forward of unused tax
losses and unused tax credit to the extent that it is probable that taxable profit will be available against which
the deductible temporary differences, and the carry forward of unused tax losses and unused tax credits can
be utilised except:

(@) where the deferred tax asset relating to the deductible temporary difference arises from the initial
recognition of an asset or liability in a transaction that is not a business combination and, at the time of
the transaction, affects neither the accounting profit nor taxable profit or loss; and

(b) in respect of deductible temporary differences associated with investments in subsidiaries, associates
and interests in joint ventures, deferred tax assets are recognised only to the extent that it is probable
that the temporary differences will reverse in the foreseeable future and taxable profit will be available
against which the temporary differences can be utilised.

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

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the year when
the asset is realised or the liability is settled, based on tax rates and tax laws that have been enacted or
substantively enacted at the reporting date.
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2.

SIGNIFICANT ACCOUNTING POLICIES (continued)

() Income tax (continued)

(i)

Deferred tax (continued)

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 and deferred tax arising from a business combination is adjusted against goodwill
on acquisition.

Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists to set off current
tax assets against current tax liabilities and the deferred taxes relate to the same taxable entity and the same
taxation authority.

(m) Foreign currencies

U]

(ii)

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 the entity operates (“functional currency”). The consolidated
financial statements are presented in Ringgit Malaysia (“RM”), which is also the Company’s functional
currency.

Foreign currency transactions

Transactions in foreign currencies are initially converted into RM at rates of exchange ruling at the date of
the transactions. At each reporting date, foreign currency monetary items are translated into RM at exchange
rates ruling at that date, unless hedged by forward foreign exchange contracts, in which case the rates
specified in such forward contracts are used. Non-monetary items initially denominated in foreign currencies,
which are carried at historical cost are translated using the historical rate as of the date of acquisition and
non-monetary items which are carried at fair value are translated using the exchange rate that existed when
the values were determined.

Exchange differences arising on the settlement of monetary items, and on the re-translation of monetary
items, are included in profit or loss for the period except for exchange differences arising on monetary items
that form part of the Group’s net investment in foreign operation, which are recognised initially in other
comprehensive income and accumulated under foreign currency translation reserve in equity. The foreign
currency translation reserve is reclassified from equity to profit or loss of the Group on disposal of the foreign
operation.

Exchange differences arising on the re-translation of non-monetary items carried at fair value are included in
profit or loss for the period except for the differences arising on the re-translation of non-monetary items in
respect of which gains and losses are recognised directly in equity. Exchange differences arising from such
non-monetary items are also recognised directly in equity.



NOTES TO THE FINANCIAL STATEMENTS

31 MAY 2011 (continued)

2.

SIGNIFICANT ACCOUNTING POLICIES (continued)

(m)

(n)

(o)

Foreign currencies (continued)

(iii) Foreign operations
The results and financial position of foreign operations that have a functional currency different from the
presentation currency of the consolidated financial statements, which is in RM, are translated into RM as

follows:

(a) assets and liabilities for each statement of financial position presented are translated at the closing rate
prevailing at the reporting date;

(b) income and expenses for each income statement are translated at average exchange rates for the year,
which approximates the exchange rates at the dates of the transactions; and

(c) all resulting exchange differences arising on the translation are taken directly to other comprehensive
income.

Goodwill and fair value adjustments arising on the acquisition of foreign operations are treated as assets and
liabilities of the foreign operations and are recorded in the functional currency of the foreign operations and
translated at the closing rate at the reporting date.

Revenue recognition

(i) Sale of goods

Revenue represents gross invoiced value of sales, less returns and discounts and services rendered to
customers. All significant intercompany sales are eliminated on consolidation.

(ii) Interestincome

Interest income is recognised on a time proportion basis that reflects the effective yield on the asset.
(iii) Dividend income

Dividend income is recognised when the Group’s right to receive payment is established.
Impairment of non-financial assets

The Group assesses at each reporting date whether there is an indication that an asset may be impaired. If any
such indication exists, or when an annual impairment assessment for an asset is required, the Group makes an
estimate of the asset’s recoverable amount.

An asset’s recoverable amount is the higher of an asset’s fair value less costs to sell and its value in use. For the
purpose of assessing impairment, assets are grouped at the lowest levels for which there are separately
identifiable cash flows (cash-generating units (“CGU”)).

In assessing value in use, the estimated future cash flows expected to be generated by the asset are discounted to
their present value using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset. Where the carrying amount of an asset exceeds its recoverable amount,
the asset is written down to its recoverable amount. Impairment losses recognised in respect of a CGU or groups
of CGUs are allocated first to reduce the carrying amount of any goodwill allocated to those units or groups of units
and then, to reduce the carrying amount of the other assets in the unit or groups of units on a pro-rata basis.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

(0)

(p)

()

Impairment of non-financial assets (continued)

An assessment is made at each reporting date as to whether there is any indication that previously recognised
impairment losses may no longer exist or may have decreased. A previously recognised impairment loss is
reversed only if there has been a change in the estimates used to determine the asset’s recoverable amount since
the last impairment loss was recognised. If that is the case, the carrying amount of the asset is increased to its
recoverable amount. That increase cannot exceed the carrying amount that would have been determined, net of
depreciation, had no impairment loss been recognised previously. Such reversal is recognised in profit or loss unless
the asset is measured at revalued amount, in which case the reversal is treated as a revaluation increase. Impairment
loss on goodwill is not reversed in a subsequent period.

Leases

A lease is recognised as a finance lease if it transfers substantially to the Group all the risks and rewards incident
to ownership. Leases of land and buildings are classified as operating or finance lease in the same way as leases
of other assets and the land and buildings elements of a lease of land and buildings are considered separately for
the purposes of lease classification. All leases that do not transfer substantially all the risks and rewards are
classified as operating leases.

(i) Finance leases

Assets acquired by way of hire-purchase or finance leases are stated at an amount equal to the lower of
their fair values and the present value of the minimum lease payments at the inception of the leases, less
accumulated depreciation and impairment losses. The corresponding liabilities are included in the statement
of financial position as borrowings. In calculating the present value of the minimum lease payments, the
discount factor used is the interest rate implicit in the lease, when it is practicable to determine; otherwise,
the Group’s incremental borrowing rate is used.

Lease payments are apportioned between the finance costs and the reduction of the outstanding liability.
Finance costs, which represent the difference between the total leasing commitments and the fair value of
the assets acquired, are recognised as an expense in profit or loss over the term of the relevant lease so as
to produce a constant periodic rate of charge on the remaining balance of the obligations for each accounting
period.

The depreciation policy for leased assets is consistent with that for depreciable property, plant and
equipment.

(ii) Operating leases

Operating lease payments are recognised as an expense in profit or loss on a straight-line basis over the
term of the relevant lease.

Financial assets

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

When financial assets are recognised initially, they are measured at fair value, plus, in the case of financial assets
not at fair value through profit or loss, directly attributable transaction costs.

The Group and the Company determine the classification of their financial assets at initial recognition, and the
categories include financial assets at fair value through profit or loss, loans and receivables and available for sale
financial assets.
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2.

SIGNIFICANT ACCOUNTING POLICIES (continued)

()

Financial assets (continued)

(i)

(ii)

(iif)

Financial assets at fair value through profit or loss

Financial assets are classified as financial assets at fair value through profit or loss if they are held for
trading or are designated as such upon initial recognition. Financial assets held for trading are derivatives
(including separated embedded derivatives) or financial assets acquired principally for the purpose of selling
in the near term.

Subsequent to initial recognition, financial assets at fair value through profit or loss are measured at fair value.
Any gains or losses arising from changes in fair value are recognised in profit or loss. Net gains or net losses
on financial assets at fair value through profit or loss do not include exchange differences, interest and
dividend income. Exchange differences, interest and dividend income on financial assets at fair value
through profit or loss are recognised separately in profit or loss as part of other losses or other income.

Financial assets at fair value through profit or loss could be presented as current or non-current. Financial
assets that are held primarily for trading purposes are presented as current whereas financial assets that are
not held primarily for trading purposes are presented as current or non-current based on the settlement date.

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. Gains and losses are recognised in profit or loss when the loans and receivables are
derecognised or impaired, and through the amortisation process.

Loans and receivables are classified as current assets, except for those having maturity dates later than 12
months after the reporting date which are classified as non-current.

Available for sale financial assets

Available for sale are financial assets that are designated as available for sale or are not classified in any of
the two preceding categories.

After initial recognition, available for sale financial assets are measured at fair value. Any gains or losses
from changes in fair value of the financial asset are recognised in other comprehensive income, except that
impairment losses, foreign exchange gains and losses on monetary instruments and interest calculated
using the effective interest method 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 and the Company’s right to receive payment is established.

Investments in equity instruments whose fair value cannot be reliably measured are measured at cost less
impairment loss.

A financial asset is derecognised where the contractual right to receive cash flows from the asset has expired.
On derecognition of a financial asset in its entirety, the difference between the carrying amount and the sum of
the consideration received and any cumulative gain or loss that had been recognised in other comprehensive
income is recognised in profit or loss.

Regular way purchases or sales are purchases or sales of financial assets that require delivery of assets within
the period generally established by regulation or convention in the marketplace concerned. All regular way
purchases and sales of financial assets are recognised or derecognised on the trade date, that is, the date that the
Group and the Company commit to purchase or sell the asset.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

U]

Impairment of financial assets

The Group and the Company assess at each reporting date whether there is any objective evidence that a
financial asset is impaired.

)

(ii)

(iif)

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

To determine whether there is objective evidence that an impairment loss on financial assets has been
incurred, the Group and the Company consider factors such as the probability of insolvency or significant
financial difficulties of the debtor and default or significant delay in payments. For certain categories of
financial assets, such as trade receivables, assets that are assessed not to be impaired individually are
subsequently assessed for impairment on a collective basis based on similar risk characteristics.
Objective evidence of impairment for a portfolio of receivables could include the Group’s and the
Company’s past experience of collecting payments, an increase in the number of delayed payments in the
portfolio past the average credit period and observable changes in national or local economic conditions
that correlate with default on receivables.

If any such evidence exists, the amount of impairment loss is measured as the difference between the
asset’s carrying amount and the present value of estimated future cash flows discounted at the financial
asset’s original effective interest rate. The impairment loss is recognised in profit or loss.

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets
with the exception of trade receivables, where the carrying amount is reduced through the use of an
allowance account. When a trade receivable becomes uncollectible, it is written off against the allowance
account.

If in a subsequent period, the amount of the impairment loss decreases and the decrease can be related
objectively to an event occurring after the impairment was recognised, the previously recognised impairment
loss is reversed to the extent that the carrying amount of the asset does not exceed its amortised cost at the
reversal date. The amount of reversal is recognised in profit or loss.

Unquoted equity securities at cost

If there is objective evidence (such as significant adverse changes in the business environment where the
issuer operates, probability of insolvency or significant financial difficulties of the issuer) that an impairment
loss on financial assets carried at cost has been incurred, the amount of the loss is measured as the
difference between the asset’s carrying amount and the present value of estimated future cash flows
discounted at the current market rate of return for a similar financial asset. Such impairment losses are not
reversed in subsequent periods.

Available for sale financial asset

Significant or prolonged decline in fair value below cost, significant financial difficulties of the issuer or
obligor, and the disappearance of an active trading market are considerations to determine whether there is
objective evidence that investment securities classified as available for sale financial assets are impaired.

If an available for sale financial asset is impaired, an amount comprising the difference between its cost (net of
any principal payment and amortisation) and its current fair value, less any impairment loss previously
recognised in profit or loss, is transferred from equity to profit or loss.

Impairment losses on available for sale equity investments are not reversed in 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 in profit or loss if an increase in the fair value of the investment can be objectively related to an
event occurring after the recognition of the impairment loss in profit or loss.



NOTES TO THE FINANCIAL STATEMENTS

31 MAY 2011 (continued)

2.

SIGNIFICANT ACCOUNTING POLICIES (continued)

(s)

®

Financial liabilities

Financial liabilities are classified according to the substance of the contractual arrangements entered into and the
definitions of a financial liability.

Financial liabilities, within the scope of FRS 139, are recognised in the statement of financial position when, and
only when, the Group and the Company become a party to the contractual provisions of the financial instrument.
Financial liabilities are classified as either financial liabilities at fair value through profit or loss or other financial
liabilities.

(i) Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss include financial liabilities held for trading and financial
liabilities designated upon initial recognition as at fair value through profit or loss.

The Group and the Company have not designated any financial liabilities as at fair value through profit or
loss.

(ii)  Other financial liabilities

The Group’s and the Company’s other financial liabilities include trade payables, other payables and loans
and borrowings.

Trade and other payables are recognised initially at fair value plus directly attributable transaction costs and
subsequently measured at amortised cost using the effective interest method.

Loans and borrowings are recognised initially at fair value, net of transaction costs incurred, and
subsequently measured at amortised cost using the effective interest method. Borrowings are classified as
current liabilities unless the group has an unconditional right to defer settlement of the liability for at least 12
months after the reporting date.

For other financial liabilities, gains and losses are recognised in profit or loss when the liabilities are
derecognised, and through the amortisation process.

Afinancial liability is derecognised when the obligation under the liability is extinguished. When an existing financial
liability is replaced by another from the same lender on substantially different terms, or the terms of an existing
liability are substantially modified, such an exchange or modification is treated as a derecognition of the original
liability and the recognition of a new liability, and the difference in the respective carrying amounts is recognised in
profit or loss.

Cash and cash equivalents
For the purposes of the statement of cash flows, cash and cash equivalents include cash on hand and at bank,

deposits at call and short-term highly liquid investments which have an insignificant risk of changes in value, net of
outstanding bank overdrafts.
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NOTES TO THE FINANCIAL STATEMENTS

31 MAY 2011 (continued)

2.

3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

(w)

)

(w)

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time to get ready for their intended use or sale, are
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 amount of borrowing costs eligible for capitalisation is determined by applying a
capitalisation rate which is the weighted average of the borrowing costs applicable to the Group’s borrowings
that are outstanding during the year, other than borrowings made specifically for the purpose of obtaining
another qualifying asset. For borrowings made specifically for the purpose of obtaining a qualifying asset, the
amount of borrowing costs eligible for capitalisation is the actual borrowing costs incurred on that borrowing
during the period less any investment income on the temporary investment of that borrowing.

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

Equity instruments

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

When issued shares of the Company are repurchased, the consideration paid, including any attributable
transactions costs, is presented as a change in equity. Repurchased shares that have not been cancelled are
classified as treasury shares and presented as a deduction from equity. No gain or loss is recognised in profit
or loss on the sale, reissuance or cancellation of treasury shares. When treasury shares are reissued by resale,
the difference between the sales consideration and the carrying amount of the treasury shares are shown as
movement in equity.

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 events not wholly within the

control of the Company.

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

REVENUE AND COST OF SALES

Revenue represents the gross invoiced value of sales, less returns and discounts while cost of sales represents the cost
of products sold.



OTHER INCOME

Interest income
Dividend income from:
- Equity instruments (quoted in Malaysia)
- Subsidiaries
Reversal of impairment of investment
Fair value gain on investments
Fair value gain on derivatives
Gain on disposal of property, plant and equipment
Gain on disposal of investment
Gain on winding up of a subsidiary
Realised gain on foreign exchange
Sundry income

FINANCE COSTS

Bank borrowings
Advances from subsidiaries
Other borrowings

NOTES TO THE FINANCIAL STATEMENTS

31 MAY 2011 (continued)

Group Company
2011 2010 2011 2010
RM’000 RM’000 RM’000 RM’000
424 666 682 76
40 1 S -
- - 15,459 19,499
- 368 - -
114 - 44 -
21 - 21 -
332 375 81 76
919 - - =
197 - - -
1,065 1,242 705 519
10 20 1 36
3,122 2,672 17,003 20,206
Group Company
2011 2010 2011 2010
RM’000 RM’000 RM’000 RM’000
6,927 5,104 2,059 2,036
- - 291 639
366 355 - =
7,293 5,459 2,350 2,675
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NOTES TO THE FINANCIAL STATEMENTS

31 MAY 2011 (continued)

6. PROFIT BEFORE TAX

Group Company
2011 2010 2011 2010
RM’000 RM’000 RM’000 RM’000
This was arrived at after charging:
Amortisation of intangible assets (Note 16) 12 174 - 162
Auditors’ remuneration
- Current 334 354 80 75
- Under provision in prior year 4 15 - -
Bad debts written-off 1 2 - -
Depreciation of property, plant
and equipment (Note 12) 7,945 8,233 4,006 4,375
Hire of equipment 92 240 - =
Inventories written-down 1,838 1,853 1,799 865
Realised loss on foreign exchange 3,762 2,024 - -
Unrealised loss on foreign exchange 1,727 2,366 575 1,126
Rent of premises 1,139 1,254 72 24
Rent of storage 1,660 1,739 - -
Provision for warranties (Note 29) 810 - 610 -
Impairment loss on financial assets
- Investment in subsidiaries - - 326 2,413
- Trade and other receivables 1,297 2,540 - -
Impairment loss on property, plant and equipment 2,000 - - -
Staff costs (Note 7) 44,756 42,127 15,734 15,647
7. STAFF COSTS
Group Company
2011 2010 2011 2010
RM’000 RM’000 RM’000 RM’000
Wages and salaries 40,998 39,226 13,990 14,278
Defined contribution plan and social security costs 2,845 2,277 1,225 982
Provision for retirement benefits (Note 28) 412 270 373 262
Termination benefits 148 - - -
Other staff related expenses 353 354 146 125
44,756 42,127 15,734 15,647

Included in staff costs of the Group and of the Company are Executive Directors’ remuneration amounting to RM2,489,000
(2010: RM3,995,000) and RM1,832,000 (2010: RM1,075,000) respectively as further disclosed in Note 8.



NOTES TO THE FINANCIAL STATEMENTS

31 MAY 2011 (continued)

8. DIRECTORS’ REMUNERATION

(a)

(b)

Total remuneration

Executive Directors
Salaries

Bonuses
Defined contribution plan

Benefit-in-kind

Non-Executive Directors

Fees
Allowances

Total

Number of Directors of the Company whose total remuneration during the year fell within the following

bands

Executive Directors

RM450,001 to RM500,000

RM1,150,001 to RM1,200,000
RM1,300,001 to RM1,350,000
RM3,550,001 to RM3,600,000

Non-Executive Directors

Less than RM50,000

RM50,001 to RM100,000
RM100,001 to RM150,000

Group Company
2011 2010 2011 2010
RM’000 RM’000 RM’000 RM’000
1,800 1,080 1,680 960
480 2,500 - .
209 415 152 115
2,489 3,995 1,832 1,075
30 8 30 8
2,519 4,003 1,862 1,083
280 325 280 325
12 14 12 14
292 339 292 339
2,811 4,342 2,154 1,422

No. of Directors

2011 2010
- 1
1 -
1 -
- 1
2 2
- 1
1 3
2 -
3 4
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NOTES TO THE FINANCIAL STATEMENTS

31 MAY 2011 (continued)

INCOME TAX EXPENSE

Group Company
2011 2010 2011 2010
RM’000 RM’000 RM’000 RM’000
Current income tax:
- Malaysian income tax (6,596) (8,745) (1,172) (4,565)
- Foreign tax (1,986) (4,225) - -
(8,582) (12,970) (1,172) (4,565)
Under provision in prior years:
- Malaysian income tax 54 169 - -
- Foreign tax 29 16 - =
(8,499) (12,785) (1,172) (4,565)
Deferred tax (Note 18):
Relating to origination and reversal
of temporary differences 5,604 6,501 5,963 5,149
Relating to changes in tax rates (22) (384) - -
Over/(under) provision in prior years 1 1,813 (57) 1,121
5,593 7,930 5,906 6,270
(2,906) (4,855) 4,734 1,705

Domestic income tax is calculated at the Malaysian statutory tax rate of 25% (2010: 25%) of the estimated assessable
profit for the year. Taxation for other jurisdictions is calculated at the prevailing rate of the respective jurisdictions.

A reconciliation of the income tax expense applicable to profit before tax at the statutory income tax rate against the
income tax expenses at the effective income tax rate of the Group and of the Company is as follows:

Group Company
2011 2010 2011 2010
RM’000 RM’000 RM’000 RM’000
Profit before tax 16,044 40,013 5,749 11,286
Tax at Malaysian statutory tax rate of 25% (2010: 25%) (4,011) (10,003) (1,437) (2,822)
Effect of different tax rates in other countries (403) 834 - -
Effect of changes in tax rates (22) (384) - -
Effect of other tax incentives 4,774 4,972 4,700 4,700
Income not subject to tax 674 115 2,729 309
Expenses not deductible for tax purposes (2,786) (1,600) (1,201) (1,604)
Deferred tax assets not recognised (1,226) (787) - -
Over/(under) provision of deferred tax in prior years 1 1,813 (57) 1,121
Over provision of tax expense in prior years 83 185 - =

Tax expense for the year (2,906) (4,855) 4,734 1,705




NOTES TO THE FINANCIAL STATEMENTS

31 MAY 2011 (continued)

10.

11.

INCOME TAX EXPENSE (continued)

Tax savings during the financial year arising from:

Group
2011 2010
RM’000 RM’000
Utilisation of previously unrecognised tax losses 207 -
Utilisation of tax incentives 74 4,388

EARNINGS PER SHARE

Earnings per share is calculated by dividing the profit for the year attributable to ordinary equity holders of the Company
of RM13,185,000 (2010: RM35,114,000) by the weighted average number of ordinary shares in issue during the financial
year of 190,607,769 shares (2010: weighted average of 186,506,432 shares).

The Group has no potential ordinary shares in issue as at reporting date and therefore, diluted earnings per share has
not been presented.

There have been no other transactions involving ordinary shares or potential shares since the reporting date and before
the completion of these financial statements.

DIVIDENDS

Net dividends

Amount per ordinary share
2011 2010 2011 2010
RM’000 RM’000 sen sen
Final dividend in the form of distribution of one (1)
treasury share for every thirty-two (32) ordinary
shares held in respect of financial year ended
31 May 2010, on 17 January 2011 (2010: final
dividend in the form of distribution of one (1)
treasury share for every sixty (60) ordinary shares
held in respect of financial year ended 31 May 2009,
on 15 January 2010) 8,411 4,407 4.5 2.4

In respect of the financial year ended 31 May 2011, an interim dividend of 2.85 sen per share less 25% income tax
amounting to RM4,153,489 was declared on 27 June 2011 and paid on 26 July 2011. The financial statements for the
current financial year do not reflect this dividend. This dividend will be accounted for in equity as an appropriation of
retained earnings in the financial year ending 31 May 2012.
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31 MAY 2011 (continued)

12.

PROPERTY, PLANT AND EQUIPMENT

Capital
Freehold Freehold Leasehold Leasehold Plantand Furniture Office Motor  work-in-
Group land buildings Land buildings machinery &fittings equipment vehicles progress Total
RM’000  RM’000 RM’000 RM’000 RM’000  RM’000 RM000 RM000 RM000 RM’000
Cost or valuation
At 1 June 2009
Cost 250 353 - 17,161 132,139 1,435 5,628 4,193 5,261 166,420
Valuation - - 5,020 - - - 5,020
As previously stated 250 353 - 22,181 132,139 1,435 5,628 4,193 5,261 171,440
Effects of adopting
amendments to
FRS 117 - 22,122 - - - - 221122
As restated 250 353 22,122 22,181 132,139 1,435 5,628 4,193 5,261 193,562
Additions - - - 887 17 3,195 882 79 5,060
Disposals (250) (353) - - (1,614) (5) (172) (563) - (2,957)
Reclassification 5,215 - 46 (5,261)
Exchange
differences - - - (438) (5) (25) (2) - (470)
At 31 May 2010
(restated) - 27,337 22,181 131,020 1,442 8,626 4,510 79 195,195
At 1 June 2010
Cost - 17,161 131,020 1,442 8,626 4,510 79 162,838
Valuation - - 5,020 - - - - - 5,020
As previously stated - - 22,181 131,020 1,442 8,626 4,510 79 167,858
Effects of adopting
amendments to
FRS 117 - - 27,337 - - - - - - 27,337
As restated - - 27,337 22,181 131,020 1,442 8,626 4,510 79 195,195
Additions - - - 994 62 118 1,410 2,584
Disposals - - - (1,282) (1) (38) (790) (2,111)
Reclassification - - - 79 - - - (79) -
Acquisition of
subsidiary
(Note 13(a)) - - - 18 33 613 - 664
Exchange
differences - - - (1,006) (17) (36) (30) - (1,089)
At 31 May 2011 - - 27,337 22,181 129,805 1,504 8,703 5,713 - 195,243




NOTES TO THE FINANCIAL STATEMENTS

31 MAY 2011 (continued)

12.

PROPERTY, PLANT AND EQUIPMENT (continued)

Capital
Freehold Freehold Leasehold Leasehold Plantand Furniture Office Motor  work-in-
Group land buildings Land buildings machinery &fittings equipment vehicles progress Total
RM’000  RM’000 RM’000 RM’000 RM'000  RM’000 RM’000 RM'000  RM’000 RM°000

Accumulated

depreciation

and impairment

loss
At 1 June 2009
As previously stated - 39 - 8,077 95,338 1,017 4,000 2,758 - 111,229
Effects of adopting

amendments to

FRS 117 - 3,632 - - - - 3,632

As restated - 39 3,632 8,077 95,338 1,017 4,000 2,758 - 114,861
Depreciation charge

for the year,

recognised in the

income statement

(Note 6) - 4 330 703 5,664 94 939 499 - 8233
Disposals - (43) - - (1,241) (5) (160) (536) - (1,985)
Exchange differences - - - - 81 5) (17) - - 59
At 31 May 2010

(restated) - 3,962 8,780 99,842 1,101 4,762 2,721 - 121,168
At 1 June 2010
As previously stated - - 8,780 99,842 1,101 4,762 2,721 - 117,206
Effects of adopting

amendments to

FRS 117 - 3,962 - - - - 3,962
As restated - 3,962 8,780 99,842 1,101 4,762 2,721 - 121,168
Depreciation charge

for the year,

recognised in the

income statement

(Note 6) 328 704 5,153 75 1,094 591 - 7,945
Disposals - - - (1,272) (15) (745) - (2,032)
Impairment loss - - - - 2,000 - - 2,000
Exchange differences - - - - (214) (11) (31) (8) - (264)
At 31 May 2011 - - 4,290 9,484 103,509 1,165 7,810 2,559 - 128,817
Net carrying amount

At cost - 23,375 11,444 31,178 341 3,864 1,789 79 72,070

At valuation - - 1,957 - - - - - 1,957
At 31 May 2010 - 23,375 13,401 31,178 341 3,864 1,789 79 74,027

At cost - 23,047 11,047 26,296 339 893 3,154 - 64,776

At valuation - - 1,650 - - - 1,650
At 31 May 2011 - - 23,047 12,697 26,296 339 893 3,154 - 66,426
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12.

PROPERTY, PLANT AND EQUIPMENT (continued)

Company

Cost or valuation
At 1 June 2009
Cost

Valuation

As previously stated

Effects of adopting
amendments to
FRS 117

As restated
Additions
Disposals
Reclassification

At 31 May 2010
(restated)

At 1 June 2010
Cost
Valuation

As previously stated

Effects of adopting
amendments to
FRS 117

As restated
Additions
Disposals
Reclassification

At 31 May 2011

Capital
hold 1 hold Plantand Furniture Office Motor  work- in-

Land buildings machinery & fittings equipment vehicles progress Total
RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
- 10,398 103,406 729 3,997 1,848 5,257 125,635
- 5,020 - - - - - 5,020
- 15,418 103,406 729 3,997 1,848 5,257 130,655
9,830 - - - - - - 9,830
9,830 15,418 103,406 729 3,997 1,848 5,257 140,485
- - 735 10 25 750 79 1,599

- - (212) - (85) (359) > (656)
5,215 - 42 - - - (5,257) -
15,045 15,418 103,971 739 3,937 2,239 79 141,428
- 10,398 103,971 739 3,937 2,239 79 121,363

- 5,020 - - - - - 5,020

- 15,418 103,971 739 3,937 2,239 79 126,383
15,045 - - - - - - 15,045
15,045 15,418 103,971 739 3,937 2,239 79 141,428
- - 904 3 19 812 - 1,738

- - (605) - (8) (274) - (887)

- - 79 - - - (79) -
15,045 15,418 104,349 742 3,948 2,777 - 142,279




NOTES TO THE FINANCIAL STATEMENTS

31 MAY 2011 (continued)

12.

PROPERTY, PLANT AND EQUIPMENT (continued)

Capital
Leasehold Leasehold Plantand Furniture Office Motor  work- in-
Company Land buildings machinery & fittings equipment vehicles progress Total
RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000

Accumulated

depreciation

and impairment

loss
At 1 June 2009
As previously stated - 6,386 84,289 665 2,882 1,375 - 95597
Effects of adopting

amendments to

FRS 117 2,722 - - - - - - 2,722
As restated 2,722 6,386 84,289 665 2,882 1,375 - 98,319
Depreciation charge

for the year,

recognised in the

income statement

(Note 6) 129 385 3,212 12 484 153 - 4,375
Disposals - - (196) - (85) (344) - (625)
At 31 May 2010

(restated) 2,851 6,771 87,305 677 3,281 1,184 - 102,069
At 1 June 2010
As previously stated - 6,771 87,305 677 3,281 1,184 - 99,218
Effects of adopting

amendments to

FRS 117 2,851 - - - - - - 2,851
As restated 2,851 6,771 87,305 677 3,281 1,184 - 102,069
Depreciation charge

for the year,

recognised in the

income statement

(Note 6) 126 386 2,906 12 338 238 - 4,006
Disposals - - (598) - (8) (268) - (874)
At 31 May 2011 2,977 7,157 89,613 689 3,611 1,154 - 105,201
Net carrying amount

At cost 12,194 6,690 16,666 62 656 1,055 79 37,402

At valuation - 1,957 - - - - - 1,957
At 31 May 2010 12,194 8,647 16,666 62 656 1,055 79 39,359

At cost 12,068 6,611 14,736 53 337 1,623 - 35,428

At valuation - 1,650 - - - - - 1,650
At 31 May 2011 12,068 8,261 14,736 53 337 1,623 - 37,078
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12.

13.

PROPERTY, PLANT AND EQUIPMENT (continued)

(@)

Leasehold land and buildings were revalued in 1985 based on the valuation reports of an independent firm of
professional valuers. The valuation was arrived at on an open market value basis. These assets continue to be
stated on the basis of their 1985 valuation as allowed by the transitional provisions in respect of International
Accounting Standard No.16 (Revised), Property, Plant and Equipment adopted by Malaysian Accounting
Standards Board.

The net book value of these assets had they been stated at cost less accumulated depreciation would have been
approximately RM494,752 (2010: RM547,224) in respect of both the Group and the Company.

During the financial year, the Group acquired property, plant and equipment with an aggregate cost of
RM2,584,000 (2010: RM5,060,000) of which RM46,000 (2010: RM50,000) were acquired by means of finance

lease arrangements.

Net book values of property, plant and equipment held under hire-purchase and finance lease arrangements are

as follows:
Group
2011 2010
RM’000 RM’000
Motor vehicles 666 95

During the financial year, a subsidiary of the Group within the Polymer segment, carried out a review of the
recoverable amount of its assets. An impairment loss of RM2,000,000 representing the write-down of the assets to
the recoverable amount was recognised in the Other Expenses line item of the income statements for the financial
year ended 31 May 2011.

INVESTMENTS IN SUBSIDIARIES

Company

2011 2010

RM’000 RM’000

Unquoted shares - at cost 207,984 207,984
Adjustment arising from shortfall in profit guarantee (Note 37(b)) (132) -
207,852 207,984

Less: accumulated impairment losses (9,796) (9,470)
198,056 198,514

Details of the subsidiaries are disclosed in Note 38.



NOTES TO THE FINANCIAL STATEMENTS

31 MAY 2011 (continued)

13.

INVESTMENTS IN SUBSIDIARIES (continued)

(a)

Acquisition of a subsidiary

)

Ancom Kimia Sdn Bhd (“AKSB”)

On 22 February 2011, the Company’s wholly-owned subsidiary, Perusahaan Kimia Gemilang Sdn Bhd
(“PKG”), purchased 550,000 shares in its associate, AKSB, from an existing investor for a cash consideration
of RM275,000.

With the acquisition, Nylex’s effective interest in AKSB has increased from 30% to 55% and with effect
from the same date, AKSB became a subsidiary of PKG and an indirect subsidiary of Nylex.

From the date of acquisition, AKSB has contributed RM521,000 to the Group’s net profit after tax. If the
acquisition had taken place at the beginning of the financial year, the Group’s net profit after tax would

have been RM12,648,000 and revenue would have been RM1,323,493,000.

The fair values of the identifiable assets and liabilities of AKSB as at the date of acquisition were:

2011

RM’000

Property, plant and equipment 664
Investments 122
Trade and other receivables 18,886
Income tax recoverable 777
Cash and bank balances 39
20,488
Trade and other payables (18,106)
Borrowings (2,798)
Hire-purchase and finance lease payables (585)
(21,489)
Fair value of total net liabilities and group’s share of net liabilities (1,001)
Goodwill on acquisition (Note 17) 1,276
Total cost of acquisition 275

The effect of the acquisition on cash flows is as follows:

Purchase consideration satisfied by cash 275
Cash and cash equivalents of subsidiary acquired (39)

Net cash outflow on acquisition 236
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13.

14.

INVESTMENTS IN SUBSIDIARIES (continued)

(a)

(b)

Acquisition of a subsidiary (continued)

(ii)

Perusahaan Kimia Gemilang (Vietnam) Company Ltd (“PKG Vietham”)

In the previous financial year, the Company’s wholly-owned subsidiary, Perusahaan Kimia Gemilang
Sdn Bhd (“PKG”), entered into a conditional capital transfer agreement with Long Thanh
Chemicals Company Ltd (“LTCC”) for the acquisition of the remaining 49% interest in PKG Vietnam
from LTCC for US$500,000.

The above transaction was completed on 30 November 2009 and with effect from the same date, PKG
Vietnam became a wholly-owned subsidiary of PKG.

Winding up of a subsidiary

On 26 October 2009, the Group commenced a members’ voluntary winding up of its subsidiary, PT Indomalay
Ekatana Roofing Industries (“IRI”), a company incorporated in Indonesia.

The winding up process was completed on 31 May 2011 and a gain on winding up of RM197,000 was
recognised in the consolidated income statement for the current financial year.

INVESTMENTS IN ASSOCIATES

Group
2011 2010
RM’000 RM’000
Investment in unquoted associates
- At cost - 1,116
- Share of post-acquisition results - (1,116)
The summarised financial statements of the associate are as follows:
2010
RM’000
Assets and liabilities
Current assets 4,997
Non-current assets 420
Total assets 5,417
Current liabilities 6,193
Total liabilities 6,193
Results
Revenue 137,482

Loss for the year (386)



NOTES TO THE FINANCIAL STATEMENTS

31 MAY 2011 (continued)

14.

15.

INVESTMENTS IN ASSOCIATES (continued)

During the financial year, the Company’s wholly-owned subsidiary, Perusahaan Kimia Gemilang Sdn Bhd (“PKG”),
purchased an additional 550,000 shares in its associate, Ancom Kimia Sdn Bhd (“AKSB”).

With the acquisition, Nylex’s effective interest in AKSB has increased from 30% to 55% and with effect from the same

date, AKSB became a subsidiary of PKG and an indirect subsidiary of Nylex.

Details of the acquisition are disclosed in Note 13.

INVESTMENT SECURITIES

At 31 May 2011

Current

Held for trading
Equity instruments (quoted in Malaysia)

Non-current

Available for sale investments
Equity instruments (unquoted)
At 31 May 2010

Current

Held for trading
Equity instruments (quoted in Malaysia)

Non-current

Available for sale investments
Equity instruments (unquoted)

Prior to 1 June 2010, the currentinvestments were carried at lower of cost and market value, determined on an aggregate

Group Company
Market Market
value of value of
Carrying quoted Carrying quoted
amount investments amount investments
RM’000 RM’000 RM’000 RM’000
458 458 145 145
3,580 - 80 -
4,038 458 225 145
1,158 1,158 - -
3,580 - 80 -
4,738 1,158 80 -

portfolio basis, whilst the non-current investments are stated at costs less impairment.
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16. INTANGIBLE ASSETS

Group Company

2011 2010 2011 2010
RM’000 RM’000 RM’000 RM’000

Development expenditure
At 1 June 25 37 - -
Amortisation during the year (Note 6) (12) (12) - -
At 31 May 13 25 - N

Rights
At 1 June - 162 - 162
Amortisation during the year (Note 6) - (162) - (162)
At 31 May - - - o
Total 13 25 - -
17. GOODWILL ARISING ON CONSOLIDATION
Group

2011 2010
RM’000 RM’000
At 1 June 90,485 93,160
Acquisition of a subsidiary (Note 13(a)) 1,276 -
Additional investment in a subsidiary (Note 13(a)) - 1,733
Adjustment arising from shortfall in profit guarantee (Note 37(b)) (132) -
Exchange differences (4,801) (4,408)
At 31 May 86,828 90,485

Impairment test of goodwill

(a) Allocation of goodwill

Goodwill has been allocated to the Group’s CGUs which has been identified according to business segments as

follows:
Industrial
Polymer Chemical Total
RM’000 RM’000 RM’000
31 May 2011 116 86,712 86,828

31 May 2010 116 90,369 90,485




NOTES TO THE FINANCIAL STATEMENTS

31 MAY 2011 (continued)

17.

18.

GOODWILL ARISING ON CONSOLIDATION (continued)

Impairment test of goodwill (continued)

(b)

Key assumptions used in value-in-use calculations

Goodwill is tested for impairment on an annual basis by comparing the carrying amount with the recoverable
amount. As the directors are of the opinion that all the CGUs are held on a long-term basis, the value-in-use
would best reflect its recoverable amount. The value-in-use is determined by discounting future cash flows over a
five-year period. The future cash flows are based on management’s business plan, which is the best estimate of
future performance. Cash flows beyond the five-year period are extrapolated using the growth rate stated below.
The ability to achieve the business plan targets is a key assumption in determining the recoverable amount for
each CGU.

There remains a risk that the ability to achieve management’s business plan will be adversely affected due to
unforeseen changes in the respective economies in which the CGUs operate and/or global economic conditions.
In computing the value-in-use for each CGU, the management has applied a discount rate of 10.3% (2010: 11.1%)
and average growth rates of 4.2% (2010: 4.0%).

The following describes each key assumption on which the management has based its cash flow projections for
the purposes of the impairment test for goodwill:

(i)  The discount rate used reflected the management’s best estimate of return on capital employed.

(i)  Growth rate used has been based on historical trend of each segment taking into account industry outlook
for that segment.

(iif)  The profit margin applied to the projections are based on the historical profit margin trend for the individual
CGU.

The management believes that no reasonably possible change in any of the above key assumptions would have
caused the carrying values of the CGUs to materially exceed their recoverable amounts.

DEFERRED TAX
Group Company
2011 2010 2011 2010
RM’000 RM’000 RM’000 RM’000

At 1 June (22,767) (14,686) (17,979) (11,709)
Recognised in the income statement (Note 9) (5,593) (7,930) (5,906) (6,270)
Exchange differences 19 (151) - -
At 31 May (28,341) (22,767) (23,885) (17,979)
Presented after appropriate offsetting as follows:

Deferred tax assets (29,830) (24,430) (23,885) (17,979)
Deferred tax liabilities 1,489 1,663 - -

(28,341) (22,767) (23,885) (17,979)
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18.

DEFERRED TAX (continued)

The components and movement of deferred tax liabilities and assets during the financial year prior to offsetting are as
follows:

Deferred tax liabilities of the Group

Property,
plant and
equipment
RM’000
At 1 June 2010 5,573
Recognised in the income statement (333)
At 31 May 2011 5,240
At 1 June 2009 6,788
Recognised in the income statement (1,207)
Exchange differences (8)
At 31 May 2010 5,573
Deferred tax assets of the Group
Tax losses and
Retirement unabsorbed
benefit Provision capital
obligations for liabilities allowances Total
RM’000 RM’000 RM’000 RM’000
At 1 June 2010 (863) (6,142) (21,335) (28,340)
Recognised in the income statement (6) 516 (5,770) (5,260)
Exchange differences - - 19 19
At 31 May 2011 (869) (5,626) (27,086) (33,581)
At 1 June 2009 (946) (4,560) (15,968) (21,474)
Recognised in the income statement 84 (1,574) (5,233) (6,723)
Exchange differences (1) (8) (134) (143)

At 31 May 2010 (863) (6,142) (21,335) (28,340)




NOTES TO THE FINANCIAL STATEMENTS

31 MAY 2011 (continued)

18. DEFERRED TAX (continued)

Deferred tax liabilities of the Company

At 1 June 2010
Recognised in the income statement

At 31 May 2011

At 1 June 2009
Recognised in the income statement

At 31 May 2010

Deferred tax assets of the Company

At 1 June 2010
Recognised in the income statement

At 31 May 2011

At 1 June 2009
Recognised in the income statement

At 31 May 2010

At the reporting date, the Group has tax losses of approximately RM28,341,000 (2010: RM22,767,000) that are available
for offset against future taxable profits of the companies in which the losses arose, for which no deferred tax asset is
recognised due to uncertainty of its recoverability. The availability of unused tax losses for offsetting against future
taxable profits of the respective subsidiaries in Malaysia are subject to no substantial changes in shareholdings of
those subsidiaries under the Income Tax Act, 1967 and guidelines issued by the tax authority. The use of tax losses of
subsidiaries in other countries is subject to the agreement of the tax authorities and compliance with certain provisions

Property,
plant and
equipment
RM’000
3,577
(148)
3,429
4,559
(982)
3,577
Tax losses and
Retirement unabsorbed
benefit Provision capital
obligations for liabilities allowances Total
RM’000 RM’000 RM’000 RM’000
(807) (2,421) (18,328) (21,556)
3 (655) (5,106) (5,758)
(804) (3,076) (23,434) (27,314)
(890) (2,694) (12,684) (16,268)
83 273 (5,644) (5,288)
(807) (2,421) (18,328) (21,556)

of the tax legislation of the respective countries in which the subsidiaries operate.
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19.

20.

INVENTORIES

Cost

Finished goods

Work-in-progress

Raw materials and consumable stores
Inventory-in-transit

Net realisable value

Finished goods
Work-in-progress
Raw materials and consumable stores

Group Company

2011 2010 2011 2010
RM’000 RM’000 RM’000 RM’000
21,188 17,454 - -
1,461 1,175 - .
9,601 6,402 376 372
7,069 254 - -
39,319 25,285 376 372
78,660 69,979 10,151 9,281
3,536 3,414 3,536 3,414
19,226 15,588 8,746 9,349
101,422 88,981 22,433 22,044
140,741 114,266 22,809 22,416

During the year, the amount of inventories recognised as an expense in cost of sales of the Group was RM1,071,044,000

(2010: RM1,047,289,000).

TRADE AND OTHER RECEIVABLES

Trade receivables

Third parties

Related companies

Less: Allowance for impairment

Trade receivables, net

Group Company
2011 2010 2011 2010
RM’000 RM’000 RM’000 RM’000
215,603 179,423 14,699 15,815
55 58 - =
215,658 179,481 14,699 15,815
(6,439) (4,726) (570) (422)
209,219 174,755 14,129 15,393
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31 MAY 2011 (continued)

20. TRADE AND OTHER RECEIVABLES (continued)

Group Company
2011 2010 2011 2010
RM’000 RM’000 RM’000 RM’000
Other receivables

Amounts due from related companies 3 - 3 =
Amounts due from subsidiaries - - 18,409 26,182
Amounts due from holding company 24 3 - -
Sundry receivables 5,314 6,143 2,179 287
Deposits 3,369 389 38 21
Prepayments 5,441 2,983 228 257
14,151 9,518 20,857 26,747

223,370 184,273 34,986 42,140

Total trade and other receivables 223,370 184,273 34,986 42,140
Less: Prepayments (5,441) (2,983) (228) (257)
Add: Cash and bank balances (Note 22) 61,112 64,189 8,989 13,631
Total loans and receivables 279,041 245,479 43,747 55,514

(@) Trade receivables

Trade receivables are non-interest bearing and are generally on 30 to 90 day (2010: 30 to 90 day) terms. They are
recognised at their original invoice amounts which represent their fair values on initial recognition.

The ageing analysis of the trade receivables is as follows:

Group Company

2011 2010 2011 2010

RM’000 RM’000 RM’000 RM’000

Neither past due nor impaired 163,570 135,707 6,406 8,177
Past due not impaired

1 to 30 days 30,888 22,248 4,058 3,114

31 to 60 days 9,909 9,285 1,781 1,010

61 to 90 days 1,214 2,323 211 779

91 to 120 days 468 757 54 227

More than 121 days 800 2,505 461 186

43,279 37,118 6,565 5,316

Past due and impaired 8,809 6,656 1,728 2,322
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20.

TRADE AND OTHER RECEIVABLES (continued)

(a) Trade receivables (continued)

(i)

(i)

(iif)

Receivables that are neither past due nor impaired

Trade receivables that are neither past due nor impaired are creditworthy debtors with good payment
records with the Group. None of the Group’s trade receivables that are neither past due nor impaired have

been renegotiated during the financial year.

Receivables that are past due but not impaired

The trade receivables of the Group of RM43,279,000 that are past due but not impaired are unsecured in

nature. They are creditworthy receivables.

Receivables that are impaired

The Group’s trade receivables that are impaired at the reporting date and the movement of the allowance

account used to record the impairment are as follows:

Collectively Individually
a d as d Total
RM’000 RM’000 RM’000

Group
2011
Impaired receivables 136 8,673 8,809
Less: Allowance for impairment (101) (6,338) (6,439)

35 2,335 2,370
2010
Impaired receivables 108 6,548 6,656
Less: Allowance for impairment (101) (4,625) (4,726)

7 1,923 1,930

Company
2011
Impaired receivables 105 1,623 1,728
Less: Allowance for impairment (70) (500) (570)

35 1,123 1,158
2010
Impaired receivables 74 2,248 2,322
Less: Allowance for impairment (70) (352) (422)

4 1,896 1,900
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20.

21.

TRADE AND OTHER RECEIVABLES (continued)
(a) Trade receivables (continued)
(iii) Receivables that are impaired (continued)

The movement in the allowance account is as follows:

Group Company

2011 2010 2011 2010

RM’000 RM’000 RM’000 RM’000

At 1 June 4,726 2,105 422 422

Effect of adopting FRS 139 148 - 148 -

Charge for the year (Note 6) 1,297 2,540 - -

Written off (370) (60) - -

Arising from acquisition of a subsidiary 696 = = =
Reclassification of amount

due from related companies - 153 - -

Exchange differences (58) 12) - -

At 31 May 6,439 4,726 570 422

(b) Other receivables
Related companies refer to companies within Ancom group.

The amounts due from related companies, subsidiaries and holding company are non-trade balances which
arose mainly from intercompany advances, expenses paid on behalf and other intercompany charges which are
negotiated on a mutually agreed basis. All balances are unsecured, repayable on demand and non-interest
bearing except for amounts due from subsidiaries which bore interest at rates ranging from 3.1% to 4.0% (2010:
2.7% to 4.1%) per annum at the reporting date.

DERIVATIVE ASSETS

The Group uses forward currency contracts to manage some of the transaction exposure. These contracts are not
designated as cash flow or fair value hedges and are entered into for periods consistent with currency transaction
exposure and fair value changes exposure. Such derivatives do not qualify for hedge accounting. The changes in the
fair value of those forward currency contracts are recognised as other income or expense in the income statement.

Forward currency contracts are used to hedge the Group’s trade receivables and future sales denominated in United
States Dollar for which firm commitments existed at the reporting date, extending to October 2011.
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21.

22.

DERIVATIVE ASSETS (continued)

As at the reporting date, the Group and the Company have entered into forward currency contracts with the following

notional amounts:

Group/Company
Contract/notional
amount Assets
2011 2010 2011 2010
RM’000 RM’000 RM’000 RM’000
Current
Forward currency contracts 5,640 7,511 21 -
Group Company
2011 2010 2011 2010
RM’000 RM’000 RM’000 RM’000
Total derivative assets 21 - 21 -
Add: Held for trading investments (Note 15) 458 1,158 145 -
Total held for trading financial assets 479 1,158 166 -
CASH AND CASH EQUIVALENTS
Cash and cash equivalents included in the statement of cash flows comprise the following:
Group Company
2011 2010 2011 2010
RM’000 RM’000 RM’000 RM’000
Cash and bank balances 43,049 48,954 2,989 6,5