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MISTRAL ENGINEERING SDN. BHD.
(Company No: 588127-H)

(Incorporated in Malaysia)

Directors’ report

The Directors hereby present their report together with the audited financial statements of the
Company for the financial year ended 31 December 2014.

Principal activity

The principal activity of the Company is the operation of a biogas power plant.

There has been no significant change in the nature of the activity during the financial year.

Results
RM

[.oss net of tax (1,332,660)

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

In the opinion ot the Directors, the results of the operations of the Company during the financial

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

Directors

The names of the Directors of the Company in office since the date of the last report and at the
date of this report are:

Dato’ Ser1 Mah King Thian (@ Mah King Thiam
Dato’ Ser1 Mah King Seng

Directors’ benefits

Neither at the end of the financial year, nor at any time during that year, did there subsist any
arrangement to which the Company was a party, whereby the Directors might acquire benefits by
means of the acquisition of shares in or debentures of the Company or any other body corporate.

Since the end of the previous financial year, no Director has received or become entitled to
receive a benetit by reason of a contract made by the Company or a related corporation with any
Director or with a firm of which he 1s a member, or with a company in which he has a substantial

financial interest.



MISTRAL ENGINEERING SDN. BHD.
(Company No: 588127-H)

(Incorporated 1n Malaysia)
Directors’ report

Directors’ interests

Pursuant to Section 134(3) of the Companies Act, 1965, the details of shareholdings of the
Directors, Dato” Ser1 Mah King Thian @ Mah King Thiam and Dato’ Seri Mah King Seng who
are also Directors of the immediate holding company, Cash Nexus (M) Sdn. Bhd. are disclosed
1n the directors’ report of the immediate holding company.

Issue of shares

During the financial year, the Company increased its:

(a) authorised share capital from RMS500,000 to RM10,000,000 through the creation of
9,500,000 ordinary shares ot RM1 each; and

(b) 1ssued and paid up share capital from RM250,000 to RM9,250,000 by way of the issuance
of 9,000,000 ordinary shares of RM1 each and settled by way of capitalising the amount
due to the immediate holding company.

The new ordinary shares 1ssued during the financial year ranked pari passu in all respects with
the existing ordinary shares of the Company.

Holding companies

The Directors regard Cash Nexus (M) Sdn. Bhd. and Cepatwawasan Group Berhad, both

companies 1ncorporated in Malaysia, as the immediate and ultimate holding companies
respectively.

Other statutory information

(a) Betore the statement of comprehensive income and statement of financial position of the
Company were made out, the Directors took reasonable steps:

(1) to ascertain that proper action had been taken in relation to the writing off of bad
debts and the making of provision for doubtful debts and satisfied themselves that
there were no known bad debts and that no provision for doubtful debts was
necessary; and

(1) to ensure that any current assets which were unlikely to realise their value as shown

1n the accounting records 1n the ordinary course of business had been written down to
an amount which they might be expected so to realise.



MISTRAL ENGINEERING SDN. BHD.
(Company No: 588127-H)

(Incorporated in Malaysia)

Directors’ report

Other statutory information (continued)

(b)

(d)

(H)

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

(1) 1t necessary to write off any bad debts or to make any provision for doubtful debts in
respect of the financial statements of the Company; and

(11) the values attributed to the current assets in the financial statements 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 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 of the Company which would render any
amount stated in the financial statements misleading.

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

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

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

In the opinion of the Directors:

(1) no contingent or other liability has become enforceable or is likely to become
enforceable within the period of twelve months after the end of the financial year

which will or may affect the ability of the Company to meet its obligations when they
fall due; and

(1) no 1item, transaction or event of a material and unusual nature has arisen in the
interval between the end of the financial year and the date of this report which is
likely to affect substantially the results of the operations of the Company for the
financial year in which this report 1s made.



MISTRAL ENGINEERING SDN. BHD.
(Company No: 588127-H)

(Incorporated in Malaysia)
Directors’ report

Auditors

The auditors, Ernst & Young, have expressed thex”willingness to continue in office.

Signed on behalf of the Board in with a resolution of the Directors dated

Dato’ Seri Mal King Thian @ Mah King Thiam Dato’ n Mah King Seng



Ernst & Young ar:cose Tel: +6089 217 266
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588127-H

independent auditors’ report to the member of
MISTRAL ENGINEERING SDN. BHD.

(Incorporated in Malaysia)

Report on the financial statements

We have audited the financial statements of Mistral Engineering Sdn. Bhd., which comp“lse

statement of financial position as at 31 December 2014, and statement of comprehensive

Income, statement of changes in equity and statement of cash flows for the year then ended,

and a summary of signiticant accounting policies and other explanatory information, as set
out on pages 9 1o 53.

Directors’ responsibility for the financial statements

The Directors of the Company are responsible for the preparation of financial statements so
as to give a true and fair view in accordance with Malaysian Financial Reporting Standards,
International Financial Reporting Standards and the requirements of the Companies Act,

- 1965 in Malaysia. The Directors are also responsible for such internal control as the

Directors determine is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.

Auditors’ responsibility

Our responsibtlity is to express an opinion on these financial statements based on our audit.
We conaucted 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

audif to obtain reasonable assurance abouf 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 financiat 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 entity’s preparation of the 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 entity’s internal control. An
audit also includes evaluating the appropriateness of 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.

A member firm of Ernst & Young Global Limited
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588127-H

Independent auditors’ report to the member of
MISTRAL ENGINEERING SDN. BHD. (continued)
(Incorporated in Malaysia)

Opinion

In our opinion, the financia! statements give a true and fair view of the tinancial position of
the Company as at 31 December 2014 and of its financial performance and cash flows for the
vear then ended in accordance with Malaysian Financial Reporting Standards, International
Financial Reporting Standards and the requirements of the Companies Act, 1965 in Malaysia.

Report on other legal and requlatory requirements

In accordance with the requirements of the Companies Act, 1965 in Malaysia, we also report
that in our opinion, the accounting and other records and the registers required by the Act to
be kept by the Company have been properly kept in accordance with the provisions of the Act.

Other matters

This report is made solely to the member of the Company, as a body, in accordance with
Section 174 of the Companies Act, 1965 in Malaysia and for no other purpose. We do not
assume responsibility to any other person for the content of this report.

éﬂﬂwﬁ 4 ,

Ernst & Young /" Chin Mui Khiong Peter
AF: 0039 1881/03/16(J)
Chartered Accountants Chartered Accountant

Sandakan, Malaysia

A member firm of Ernst & Young Global Limited



MISTRAL ENGINEERING SDN. BHD.
(Company No: 588127-H)

Statement of comprehensive income

For the financial year ended 31 December 2014

Revenue

Cost of sales

Gross loss

Other items of income
Interest income

Other items of expense
Administrative expenses
Finance cost

LLoss before tax

Income tax expense

L.oss net of tax

Other comprehensive income

Total comprehensive loss for the year

Note

2014

1,790,177

(2,583,273)

(787,096)

5,405

(88,894)

(863,121)

(1,733,706)

401,046

(1,332,660)

(1,332,660)

2013

437,564

(849,341)

(411,777)

(61,958)

(372,129)

(845,864)

198,849

(647,015)

(647,015)

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

financial statements.



MISTRAL ENGINEERING SDN. BHD.
(Company No: 588127-H)

Statement of financial position
As at 31 December 2014

Note 2014 2013
RM RM
ASSETS
Non-current assets
Property, plant and equipment 10 23,996,446 23,950,690
Deferred tax asset 11 599,895 198,849
24,596,341 24,149,539
Current assets
Inventories 12 28,131 18,327
Other receivables 13 232,637 171,568
Cash and bank balances 14 516,666 80,434
777,434 270,329
Total assets 25,373,775 24,419,808
EQUITY AND LIABILITIES
Current liabilities
Other payables 15 5,311,744 10,353,876
Loans and borrowings 16 1,653.690 1,671,301
0,965,434 12,025,177
Net current liabilities (6,188,000) (11,754,848)
Non-current liability
Loans and borrowings 16 11,562,500 13,216,190
Total habilities 13,527,934 25,241,367
Net liabilities 0,345,841 (821,499)
Equity attributable to owners of the parent
Share capital 17 9,250,000 250,000
Accumulated losses (2,404,159) (1,071,499)
6,345,841 (821,499)
Total equity and liabilities 25,373,775 24,419,868

The accompanying accounting policies and explanatory notes form an integral part of the
financial statements. '

10



MISTRAL ENGINEERING SDN. BHD.
(Company No: 588127-H)

Statement of changes in equity
For the financial year ended 31 December 2014

| Equity, Share Accumulated
Note total capital losses
At 1 January 2013 (174,484) 250,000 (424,484)
- Total comprehensive loss (647,015) - . (647,015)
At 31 December 2013 (821,499) 250,000 (1,071,499)
Issued during the year 17 9,000,000 9,000,000 -
Total comprehensive loss - (1,332,660) - (1,332,660)
At 31 December 2014 0,345,841 9_,%50,000 £2j404j1 59)

The accompanying accounting policies and explanatory notes form an integral part of the
financial statements.

11



MISTRAL ENGINEERING SDN. BHD.
(Company No: 588127-H)

Statement of cash flows
For the financial year ended 31 December 2014

Operating activities

[Loss before tax

Adjustments for:

Depreciation ot property, plant and equipment
Finance cost
Interest income

Total adjustments

Operating cash tlows before changes in working capital

Changes 1n working capital

Increase 1n inventories
(Increase)/decrease 1n receivables
(Decrease)/increase in other payables

Net movement with immediate holding company

Net movement with ultimate holding company
Net movement with related companies

Total changes 1n working capital

Cash flows from operations
Interest paid
Interest received

Net cash flows from operating activities

Investing activity

Purchase of plant and equipment

Net cash flows used in investing activity

Financing activities

Repayment of obligation under finance lease
Repayment of bank loan

Net cash tflows used In financing activities

Net increase/(decrease) in cash and cash equivalents

Cash and cash equivalents at 1 January

Cash and cash equivalents at 31 December (Note 14)

2014
RM

(1,733,706)

1,451,880
863,121
(5,405)

2,309,596

373,890

(9,804)

(63,243)

(960,182)
2.174
24,662
4,893,388

3,886,995

4,462,885
(863,121)
5.405

3,605,169

(1,497,636)
(1,497,636)

(21,301)
(1,650,000)

(1,671,301)

436,232
30,434

516,666

2013
RM

(845,864)

613,032
372,129

085,161

139,297

(17,802)
426,675
204,935

5,352
2,645,639

3,264,799

3,404,096
(858,175)

2,545,921

(2,406,010)
(2,406,010)

(19,744)
(137,500)

(157,244)

(17,333)
97,767

80,434

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

financial statements.

12



MISTRAL ENGINEERING SDN. BHD.
(Company No: 588127-H)

Notes to the financial statements
For the financial year ended 31 December 2014

1. Corporate information

The Company 1s a private limited liability company, incorporated and domiciled in
Malaysia. The registered office of the Company is located at 55A, Medan Ipoh 1A, Medan
Ipoh Bistari, 31400 Ipoh. The principal place of business of the Company is located at Lot
70, Block 6, Prima Square, Mile 4, North Road, 90000 Sandakan, Sabah.

The immediate and ultimate holding companies of the Company are Cash Nexus (M) Sdn.
Bhd. and Cepatwawasan Group Berhad respectively, both of which are incorporated in
Malaysia. The ultimate holding company, Cepatwawasan Group Berhad produces
financial statements available for public use.

The principal activity of the Company is the operation of a biogas power plant. There has
been no significant change in the nature of the activity during the financial year.

2. Fundamental accounting concept

The financial statements of the Company have been prepared on a going concern basis
which assumes that the Company will continue in operational existence for the foreseeable

future.

The Company incurred a net loss of RM1,332,660 for the year ended 31 December 2014.
As of 31 December 2014, the Company’s current liabilities exceeded its current asset by
RM©6,188,000. The ability of the Company to continue as a going concern and repayment
of 1ts debts as and when they fall due is dependent on the Company achieving future
profitable operations and the continued financial support from the ultimate holding

company. The financial statements do not include any adjustments which may be
necessary should such financial support not be available.

The ultimate holding company has agreed to provide continued financial support to the
extent that the Company will be able to meet 1ts liabilities as and when they fall due during
the next twelve months period from 31 December 2014.

Based on the above basis, the directors consider that it is appropriate to prepare the
financial statements on a going concern basis.

3. Summary of significant accounting policies
3.1 Basis of preparation
The financial statements of the Company have been prepared in accordance with

Malaysian Financial Reporting Standards (“MFRS”), International Financial
Reporting Standards and the requirements of the Companies Act, 1965 in Malaysia.

The financial statements have been prepared on the historical cost basis except as
disclosed 1n the accounting policies below.

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

13



MISTRAL ENGINEERING SDN. BHD.
(Company No: 588127-H)

Notes to the financial statements
For the financial year ended 31 December 2014

3.

Summary ot significant accounting policies (continued)

3.2 Changes in accounting policies

The accounting policies adopted are consistent with those of the previous financial
year except as follows:

On 1 January 2014, the Company adopted the following new and amended MFRSs
and IC Interpretations mandatory for annual financial periods beginning on or after 1
January 2014.

Effective for
annual periods
Description beginning on or after
Amendments to MFRS 132: Offsetting Financial Assets and
Financial Liabilities 1 January 2014
Amendments to MFRS 10, MFRS 12 and MFRS 127: Investment '
Entities - 1 January 2014
Amendments to MFRS 136: Recoverable Amount Disclosures
for Non-financial Assets 1 January 2014
Amendments to MFRS 139: Novation of Derivation and
Continuation of Hedge Accounting 1 January 2014
IC Interpretation 21: Levies 1 January 2014
Amendments to MFRS 116 and MFRS 141: Agriculture:
Bearer Plants 1 January 2016
MFRS 15: Revenue from Contracts with Customers 1 January 2017

The nature and 1mpact of the new and amended MFRSs and IC Interpretation are
described below.

Amendments to MFRS 132: Offsetting Financial Assets and Financial Liabilities

The amendments clarify the meaning of “currently has a legally enforceable right to
set-off” and “simultaneous realisation and settlement”. These amendments are to be
applied retrospectively. These amendments have no impact on the Company, since
none of the entities in the Company has any offsetting arrangements.

14



MISTRAL ENGINEERING SDN. BHD.
(Company No: 588127-H)

Notes to the financial statements
For the financial year ended 31 December 2014

3.

Summary of significant accounting policies (continued)

3.2 Changes in accounting policies (continued)

Amendments to MFRS 136: Recoverable Amount Disclosures for Non-Financial
Assets

The amendments to MFRS 136 remove the requirement to disclose the recoverable
amount of a cash-generating unit (CGU) to which goodwill or other intangible assets
with indefinite usetul lives has been allocated when there has been no impairment or
reversal of impairment of the related CGU. In addition, the amendments introduce
additional disclosure requirements when the recoverable amount is measured at fair
value less costs of disposal. These new disclosures include the fair value hierarchy,
key assumptions and valuation techniques used which are in line with the disclosure
required by MFRS 13 Fair Value Measurements.

The application of these amendments has no impact on the disclosures in the
Company’s financial statements.

1C Interpretation 21: Levies

IC 21 defines a levy and clarnfies that the obligating event which gives rise to the
liability i1s the activity that triggers the payment of the levy, as identified by
legislation. For a levy which is triggered upon reaching a minimum threshold, IC 21
clarifies that no liability should be recognised before the specified minimum
threshold 1s reached. Retrospective application 1s required. The application of IC 21
has had no material impact on the disclosures or on the amounts recognised in the
Company’s financial statements.

MFRS 15: Revenue from Contracts with Customers

MEFRS 15 establishes a new five-step models that will apply to revenue arising from
contracts with customers. MFRS 15 will supersede the current revenue recognition
guidance ncluding MFR 118 Revenue, MFRS 111 Construction Contracts and the
related interpretations when 1t becomes effective.

The core principle of MFRS 15 is that an entity should recognise revenue which
depict the transter of promised goods or services to customers in an amount that
retlects the consideration to which the entity expects to be entitled in exchange for
those goods or services.

Under MFRS 15, an entity recognises revenue when (or as) a performance obligation
1s satisfied, 1.e when “control” of the goods or services underlying the particular
performance obligation 1s transferred to the customer.

Either a full or modified retrospective application is required for annual periods
beginning on or after 1 January 2017 with early adoption permitted. The Group is
currently assessing the impact of MFRS 15 and plans to adopt the new standard on the
required effective date.

15



MISTRAL ENGINEERING SDN. BHD.
(Company No: 588127-H)

Notes to the financial statements
For the financial year ended 31 December 2014

3.

Summary of significant accounting policies (continued)

3.3 Standards issued but not yet effective

The standards and interpretations that are issued but not yet effective up to the date of
1ssuance of the Company’s financial statements are disclosed below. The Company
intends to adopt these standards, if applicable, when they become effective:

Etfective for

annual periods

Description beginning on or after
Amendments to MFRS 119: Defined Benefit Plans:

Employee Contributions 1 July 2014
Annual Improvements to MFRSs 2010-2012 Cycle 1 July 2014
Annual Improvements to MFRSs 2011-2013 Cycle 1 July 2014
Annual Improvements to MFRSs 2012-2014 Cycle 1 January 2016
Amendments to MFRS 116 and MFRS 138: Clarification of

Acceptable Methods of Depreciation and Amortisation 1 January 2016
Amendments to MFRS 10 and MFRS 128: Sale or

Contribution of Assets between an Investor and its _

Associate or Joint Venture 1 January 2016
Amendments to MFRS 11: Accounting for Acquisitions of

Interests in Joint Operations 1 January 2016
Amendments to MFRS 127: Equity Method in Separate

Financial Statements 1 January 2016
Amendments to MFRS 101: Disclosure Initiative 1 January 2016
Amendments to MFRS 10, MFRS 12 and MFRS 128: Investment |

Entities: Applying the Consolidation Exception 1 January 2016
MEFRS 14: Regulatory Deferral Accounts 1 January 2016
MERS 9: Financial Instruments 1 January 2018

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

The amendments clarify that revenue reflects a pattern of economic benefits that are
generated from operating a business (of which the asset is part) rather than the
economic benefits that are consumed through the use of an asset. As a result, a
revenue-based method cannot be used to depreciate property, plant and equipment
and may only be used in very limited circumstances to amortise intangible assets.

The amendments are effective prospectively for annual periods beginning on or after
1 January 2016, with early adoption permitted. These amendments are not expected to
have any immpact to the Company as the Company has not used a revenue-based

method to depreciate its non-current assets.

16



MISTRAL ENGINEERING SDN. BHD.
(Company No: 588127-H)

Notes to the financial statements
For the financial year ended 31 December 2014

3.

Summary of significant accounting policies (continued)

3.3 Standards issued but not yet effective (continued)

Amendments to MFRS 10 and MFRS 128: Sale or Contribution of Assets
between an Investor and its Associate or Joint Venture

The amendments clarify that:

gains and losses resulting from transactions involving assets that do not
constitute a business, between investor and its associate or joint venture are
recognised in the entity’s financial statements only to the extent of unrelated
investors’ interests in the associate or joint venture; and

gains and losses resulting from transactions involving the sale or contribution to

an associate of a joint venture of assets that constitute a business is recognised
in full.

The amendments are to be applied prospectively to the sale or contribution of assets
occurring 1n annual periods beginning on or after 1 January 2016. Earlier application
18 permitted.

Amendments to MFRS 11 Joint Arrangements: Accounting for Acquisitions of
Interests in Joint Operations

The amendments to MFRS 11 require that a joint operator which acquires an interest
in a joint operations which constitute a business to apply the relevant MFRS 3
Business Combinations principles for business combinations accounting. The
amendments also clarify that a previously held interest in a joint operation is not
remeasured on the acquisition of an additional interest in the same joint operation
while joint control 1s retained. In addition, a scope exclusion has been added to MFRS
11 to specity that the amendments do not apply when the parties sharing joint control,
including the reporting entity, are under common control of the same ultimate
controlling party.

These amendments are to be applied prospectively for annual periods beginning on or
after 1 January 2016, with early adoption permitted. The Directors of the Company
do not anticipate that the application of these amendments will have a material impact
on the Company’s financial statements.

Amendments to MFRS 127: Equity Method in Separate Financial Statements

The amendments will allow entities to usc the equity method to account for
investments 1n subsidiaries, joint ventures and associate in their separate financial
statements. Entities already applying MFRS and electing to change to the equity
method 1n its separate financial statements will have to apply this change
retrospectively. For first-time adopters of MFRS electing to use the equity method in

1ts separate financial statements, they will be required to apply this method from the
date of transition to MFRS. The amendments are effective for annual periods

beginning on or after 1 January 2016, with ecarly adoption permitted. These
amendments will not have any impact on the Company’s financial statements.

17



MISTRAL ENGINEERING SDN. BHD.
(Company No: 588127-H)

Notes to the financial statements
For the financial year ended 31 December 2014

3.

Summary of significant accounting policies (continued)

3.3 Standards issued but not yet effective (continued)

Amendments to MFRS 101: Disclosure Initiatives

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

. Matenality

e Disaggregation and subtotals

. Notes structure

o Disclosure of accounting policies

o Presentation of items of other comprehensive income arising from equity
accounted mvestments

The Directors of the Company do not anticipate that the application of these
amendments will have a material impact on the Company’s financial statements.

MERS 14: Regulatory Deferral Accounts

MEFRS 14 1s an optional standard that allows an entity, whose activities are subject to
rate-regulations, to continue applying most of its existing accounting policies for

- regulatory detferral account balances upon its first-time adoption of MFRS. Entities

that adopt MFRS 14 must present the regulatory deferral accounts as separate line
items on the statement of financial position and present movements in the account
balances as separate line items in the statement of profit or loss and other
comprehensive income. The standard requires disclosures on the nature of, and risks
associated with, the entity’s rate-regulation and the effects of that rate-regulation on
its financial statements. Since the Company is an existing MFRS preparer, this
standard would not apply.

MFRS 9: Financial Instruments

In November 2014, MASB i1ssued the final version of MFRS 9 Financial Instruments
which reflects all phases of the financial instruments project and replaces MFRS 139
Financial Instruments: Recognition and Measurement and all previous versions of
MFRS 9. The standard introduces new requirements for classification and
measurement, impairment and hedge accounting. MFRS 9 is effective for annual
pertods beginning on or after 1 January 2018, with early application permitted.
Retrospective application 1s required, but comparative information is not compulsory.
The adoption of MFRS 9 will have an effect on the classification and measurement of

the Company’s financial assets, but no impact on the classification and measurement
of the Company’s financial liabilities.

13




MISTRAL ENGINEERING SDN. BHD.
(Company No: 588127-H)

Notes to the financial statements
For the financial year ended 31 December 2014

3.

Annual Improvements

Summary of significant accounting policies (continued)

3.3 Standards issued but not yet effective (continued)

to MFRSs 2010-2012 Cycle

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

amendments to various

MEFRSs, which are summarised below. The Directors of the

Company do not anticipate that the application of these amendments will have a
significant impact on the Company’s financial statements.

Standards

Payment

definitions of performance and service conditions which are
vesting conditions, including:
A performance condition must contain a service
condition;
A performance target must be met while the
counterparty 1s rendering service; -
A performance target may relate to the operations or
activities of an entity, or those of another entity in the
same group;
A performance condition may be a market or non-
market condition; and
It the counterparty, regardless of the reason, ceases to
provide service during the vesting period, the service
condition 1s not satisfied.

This improvement is effective for share-based payment

transactions for which the grant date is on or after 1 July
2014.

MERS 3 Business
Combinations

The amendments to MFRS 3 clarifies that contingent
consideration classified as liabilities (or assets) should be
measured at fair value through profit or loss at each
reporting date, urrespective of whether the contingent
consideration 18 a financial instrument within the scope of
MERS 9 or MFRS 139. The amendments are effective for

business combinations for which the acquisition date is on
or after 1 July 2014.

19



MISTRAL ENGINEERING SDN. BHD.
(Company No: 588127-H)

Notes to the financial statements
For the financial year ended 31 December 2014

3. Summary of significant accounting policies (continued)

3.3 Standards issued but not yet effective (continued)

Annual Improvements to MFRSs 2010-2012 Cycle (continued)

Standards | Descriptions

MFRS 8 Operating The amendments are to be applied retrospectively and
Segments clarify that:

- an entity must disclose the judgements made by
management 1n applying the aggregation criteria in
MERS 8, including a brief description of operating
segments that have been aggregated and the economic
characteristics used to assess whether the segments are
similar; and
the reconciliation of segment assets to total assets is
only required to be disclosed if the reconciliation is
reported to the chief operating decision maker.

MFRS 116 Property, | The amendments remove inconsistencies in the accounting
Plant and Equipment | for accumulated depreciation or amortisation when an item
and MFRS 138 of property, plant and equipment or an intangible asset is
Intangible Assets revalued. The amendments clarify that the gross carrying
amount 1s adjusted 1n a manner consistent with the
revaluation of the carrying amount of the asset and that
accumulated depreciation/amortisation is the difference
between the gross carrying amount and the carrying amount

atter taking into account accumulated impairment losses.

MFRS 124 Related T'he amendments clarify that a management entity providing
Party Disclosures key management personnel services to a reporting entity is a
related party ot the reporting entity. The reporting entity
should disclose as related party transactions the amounts
incurred for the service paid or payable to the management
entity for the provision of key management personnel
SErvices.
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3. Summary of significant accounting policies (continued)
3.3 Standards issued but not yet effective (continued)
Annual Improvements to MFRSs 2011-2013 Cycle

The Annual Improvements to MFRSs 2011-2013 Cycle include a number of
amendments to various MFRSs, which are summarised below. The Directors of the

Company do not anticipate that the application of these amendments will have a
signiticant impact on the Company’s financial statements.

Standards .............. -. Descrlptlens - o
MFRS 3 Busmess The amendments. to MFRS 3 clanfy that the standard does
Combinations not apply to the accounting for formation of all types of

jomnt arrangement in the financial statements of the joint

arrangement 1tself. This amendment 1s to be applied
prospectively.

MFRS 13 Fair Value | The amendments to MFRS 13 clarify that the portfolio

Measurement exception 11 MFRS 13 can be applied not only to financial
assets and financial liabilities, but also to other contracts

within the scope of MFRS 9 (or MEFRS 139 as applicable).

MEFRS 140 The amendments to MFRS 140 clarify that an entity
Investment Property | acquiring investment property must determine whether:

the property meets the definition of investment property
in terms of MFRS 140; and

the transaction meets the definition of a business
combination under MFRS 3.

to determine if the transaction is a purchase of an asset or is
a business combination.

Annual Improvements to MFRSs 2012-2014 Cycle

The Annual Improvements to MFRSs 2012-2014 Cycle include a number of
amendments to various MFRSs, which are summarised below. The Directors of the

Company do not anticipate that the application of these amendments will have a
significant impact on the Company’s financial statements.

MFRS 5 N on-current The amendment 0 MFRS 5 clarlﬁes that changlng from one
Assets Held for Sale | of these disposal methods to the other should not be

and Discontinued considered to be a new plan of disposal, rather it is a

Operations continuation of the original plan. There is therefore no
interruption of the application of the requirements in MFRS
5.

The amendment also clarifies that changing the disposal
method does not change the date of classification. This
amendment 1s to be applied prospectively to changes in
methods of disposal that occur in annual periods beginning

on or after 1 January 2016, with earlier application
permitted.
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3.

Summary of significant accounting policies (continued)

3.3 Standards issued but not yet effective (continued)

Annual Improvements to MFRSs 2012-2014 Cycle (continued)

Standards | Descriptions o P
MPFRS 7 Financial The amendment clarifies that a Servicing contract that
Instruments: includes a fee can constitute continuing involvement in a
Disclosures financial asset. An entity must assess the nature of the fee

and arrangement against the guidance for continuing
involvement in MFRS 7 in order to assess whether the
disclosures are required.

In addition, the amendment also clarifies that the
disclosures 1n respect of offsetting of financial assets and
financial liabilities are not required in the condensed interim
financial report.

MERS 119 Employee
Benefits

The amendment to MFRS 119 clarifies that market depth of
high quality corporate bonds is assessed based on the
currency in which the obligation 1s denominated, rather than
the country where the obligation is located. When there is
no deep market for high quality corporate bonds in that
currency, government bond rates must be used.

MFRS 134 Interim
Financial Reporting

MFEFRS 134 requires entities to disclose information in the
notes to the interim financial statements ‘if not disclosed
elsewhere 1n the interim financial report’.

The amendment states that the required interim disclosures
must cither be 1n the interim financial statements or
incorporated by cross-reference between the interim
financial statements and wherever they are included within
the greater interim financial report (e.g., in the management
commentary or risk report). The other information within
the interim financial report must be available to users on the
same terms as the imnterim financial statements and at the
same time.
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3. Summary of significant accounting policies (continued)
3.4 Property, plant and equipment

All items of property, plant and equipment are initially recorded at cost. The cost of
an 1tem of property,.plant and equipment is recognised as an asset if, and only if] it is
probable that future economic benefits associated with the item will flow to the
Company and the cost of the item can be measured reliably. Such cost includes the
cost of replacing parts of the property, plant and equipment and borrowings costs for
long-term construction projects if the recognition criteria are met.

Subsequent to recognition, property, plant and equipment are measured at cost less
accumulated depreciation and accumulated impairment losses. When significant
parts of property, plant and equipment are required to be replaced at intervals, the
Company recognises such parts as individual assets with specific useful lives and
depreciates them accordingly. Likewise, when a major inspection is performed, its
cost 1s recognised 1n the carrying amount of the plant and equipment as a replacement
1t the recognition criteria are satisfied. All other repair and maintenance costs are
recognised 1n profit or loss as incurred.

Depreciation 1s computed on a straight-line basis over the estimated useful lives of
the assets as follows:

Long term leasehold land Over remaining

lease term of land
Buildings and infrastructure 3% - 7%
Heavy equipment, plant and machinery 6% - 10%
Furniture, fittings and equipment 10%

Assets under construction are not depreciated as these assets are not yet available for
use.

The carrying values of property, plant and equipment are reviewed for impairment
when events or changes in circumstances indicate that the carrying value may not be
recoverable.

The residual value, useful life and depreciation method are reviewed at each financial
year-end, and adjusted prospectively, if appropriate.

An item of property, plant and equipment is derecognised upon disposal or when no
future economic benefits are expected from its use or disposal. Any gain or loss
arising on derecognition of the asset (calculated as the difference between the net

disposal proceeds and the carrying amount of the asset) is included in the profit or
loss when the asset 1s derecognised.
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3. Summary of significant accounting policies (continued)

3.5

3.6

Impairment of non-financial assets

The Company assesses at each reporting date whether there is an indication that an
asset may be impaired. If any such indication exists, or when an annual impairment
assessment for an asset 1s required, the Company makes an estimate of the asset’s
recoverable amount.

An asset’s recoverable amount 1s the higher of an asset’s fair value less costs to sell
and 1ts value 1n 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 1n 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
retlects 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 1s written down to its recoverable amount.

Impairment losses are recognised in profit or loss.

An assessment 1s 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 1n 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 15 1increased 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 1s recognised in profit or loss unless the
asset 1s measured at revalued amount, in which case the reversal is treated as a
revaluation increase.

Current versus non-current classification

The Company presents assets and liabilities in statement of financial position based
on current/non-current classification. An asset as current when it is:

- Expected to be realised or intended to sold or consumed in normal operating cycle
- Held primarily for the purpose of trading
- Expected to be realised within twelve months after the reporting period, or

- Cash or cash equivalent unless restricted from being exchanged or used to settle a
liability for at least twelve months after the reporting period
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3.

Summary of significant accounting policies (continued)

3.6

3.7

Current versus non-current classification (continued)

All other assets are classified as non-current. A liability is current when:

It 1s expected to be settled in normal operating cycle

It 15 held primarily for the purpose of trading

It 1s due to be settled within twelve months after the reporting period, or

There 1s no unconditional right to defer the settlement of the liability for at least
twelve months after the reporting period

The Company classifies all other liabilities as non-current.

Deterred tax assets and liabilities are classified as non-current assets and Iiabilities.

Financial instruments — initial recognition and subsequent measurement

A tfinancial instrument 1s any contract that gives rise to a financial asset of one entity
and a financial liability or equity instrument of another entity.

(a)

Financial assets
Initial recognition and measurement

Financial assets are classified, at initial recognition, as financial assets at fair
value through profit or loss, loans and receivables, held-to-maturity
Investments, available-for-sale financial assets, or as derivatives designated as
hedging instruments in an effective hedge, as appropriate. All financial assets
are recognised 1nitially at fair value plus, in the case of financial assets not
recorded at fair value through profit or loss, transaction costs that are
attributable to the acquisition of the financial asset.

Purchases or sales of financial assets that require delivery of assets within a time
frame established by regulation or convention in the market place (regular way
trades) are recognised on the trade date, i.e., the date that the Company commits
to purchase or sell the asset.

Subsequent measurement

For purposes of subsequent measurement financial assets are classified in four
categories.

- Financial assets at fair value through profit or loss
- Loans and receivables

-  Held-to-maturity investments
- Available-for-sale financial investments
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3. Summary of significant accounting policies (continued)

3.7 Financial instruments - initial recognition and subsequent measurement
(continued)
(a) Financial assets (continued)

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial assets held
for trading and financial assets designated upon initial recognition at fair value
through profit or loss. Financial assets are classified as held for trading if they
are acquired for the purpose of selling or repurchasing in the near term.
Derivatives, including separated embedded derivatives are also classified as
held for trading unless they are designated as effective hedging instruments as
detined by MFRS 139. The Company has not designated any financial assets at
fair value through profit or loss. Financial assets at fair value through profit or
loss are carried in the statement of financial position at fair value with net
changes 1n fair value presented as finance costs (negative net changes in fair
value) or finance income (positive net changes in fair value) in the statement of
profit or loss.

Dernivatives embedded in host contracts are accounted for as separate derivatives
and recorded at fair value 1f their economic characteristics and risks are not
closely related to those of the host contracts and the host contracts are not held
for trading or designated at fair value though profit or loss. These embedded
derivatives are measured at fair value with changes in fair value recognised in
profit or loss. Re-assessment only occurs if there is either a change in the terms
of the contract that significantly modifies the cash flows that would otherwise
be required or a reclassification of a financial asset out of the fair value through
profit or loss.

L.oans and receivables

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. After initial
measurement, such financial assets are subsequently measured at amortised cost
using the ettective interest rate (EIR) method, less impairment. Amortised cost
1s calculated by taking into account any discount or premium on acquisition and
fees or costs that are an integral part of the EIR. The EIR amortisation is
included in finance income in the statement of profit or loss. The losses arising
from 1mpairment are recognised in the statement of profit or loss in finance
costs for loans and 1n cost of sales or other operating expenses for receivables.

This category generally applies to other receivables. For more information on
receirvables, refer to Note 13.
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3. Summary of significant accounting policies (continued)

3.7 Financial instruments - initial recognition and subsequent measurement
(continued)
(a) Financial assets (continued)

Held-to-maturity investments

Non-derivative financial assets with fixed or determinable payments and fixed
maturities are classified as held to maturity when the Company has the positive
intention and ability to hold them to maturity. After initial measurement, held to
maturity investments are measured at amortised cost using the EIR, less
impairment. Amortised cost is calculated by taking into account any discount or
premium on acquisition and fees or costs that are an integral part of the EIR.
The EIR amortisation 1s included as finance income in the statement of profit or
loss. The losses arising from impairment are recognised in the statement of
protit or loss as finance costs. The Company did not have any held-to-maturity
investments during the years ended 31 December 2014 and 2013.

Available-for-sale (AFS) financial investments

AFS financial investments include equity investments and debt securities.
Equity investments classified as AFS are those that are neither classified as held
for trading nor designated at fair value through profit or loss. Debt securities in
this category are those that are intended to be held for an indefinite period of
time and that may be sold 1n response to needs for liquidity or in response to
changes 1n the market conditions.

After mitial measurement, AFS financial investments are subsequently
measured at fair value with unrealised gains or losses recognised in other
comprehensive income and credited in the AFS reserve until the investment is
derecognised, at which time the cumulative gain or loss is recognised in other
operating income, or the mvestment 1s determined to be impaired, when the
cumulative loss 1s reclassified from the AFS reserve to the statement of profit or
loss 1n finance costs. Interest earned whilst holding AFS financial investments is
reported as interest income using the EIR method.

The Company evaluates whether the ability and intention to sell its AFS
financial assets 1n the near term 1s still appropriate. When, in rare circumstances,
the Company 1s unable to trade these financial assets due to inactive markets,
the Company may elect to reclassify these financial assets if the management
has the ability and intention to hold the assets for foreseeable future or until
maturity.
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3. Summary of significant accounting policies (continued)

3.7 Financial instruments - initial recognition and subsequent measurement
(continued)

(a) Financial assets (continued)
Available-for-sale (AFS) financial investments (continued)

For a financial asset reclassified from the AFS category, the fair value carrying
amount at the date of reclassification becomes its new amortised cost and any
previous gain or loss on the asset that has been recognised in equity is amortised
to profit or loss over the remaining life of the investment using the EIR. Any
difference between the new amortised cost and the maturity amount is also
amortised over the remaining life of the asset using the EIR. If the asset is
subsequently determined to be impaired, then the amount recorded in equity is
reclassified to the statement of profit or loss.

Derecognition

A Tinancial asset (or, where applicable, a part of a financial asset or part of a
group of similar financial assets) 1s primarily derecognised (i.e. removed from
the group’s consolidated statement of financial position) when:

- The rights to receive cash flows from the asset have expired, or

- The Company has transferred its rights to receive cash flows from the asset
or has assumed an obligation to pay the received cash flows in full without
material delay to a third party under a ‘pass-through’ arrangement; and
either (a) the Company has transferred substantially all the risks and rewards
of the asset, or (b) the Company has neither transferred nor retained
substantially all the risks and rewards of the asset, but has transferred
control of the asset

When the Company has transferred its rights to receive cash flows from an asset
or has entered into a pass-through arrangement, it evaluates if and to what
extent 1t has retained the risks and rewards of ownership. When it has neither
transferred nor retained substantially all of the risks and rewards of the asset,
nor transterred control of the asset, the Company continues to recognise the
transferred asset to the extent of the Company’s continuing involvement. In that
case, the Company also recognises an associated liability. The transferred asset
and the associated liability are measured on a basis that reflects the rights and
obligations that the Company has retained.

Continuing involvement that takes the form of a guarantee over the transferred
asset 15 measured at the lower of the original carrying amount of the asset and
the maximum amount of consideration that the Company could be required to

repay.
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3. Summary of significant accounting policies (continued)

3.7 Financial instruments — initial recognition and subsequent measurement
(continued)

(b) Impairment of financial assets

I'he Company assesses, at each reporting date, whether there is objective
evidence that a financial asset or a group of financial assets is impaired. An
impairment exists if one or more events that has occurred since the initial
recognition of the asset (an incurred ‘loss event’), has an impact on the
estimated future cash flows of the financial asset or the group of financial assets
that can be reliably estimated. Evidence of impairment may include indications
that the debtors or a group of debtors i1s experiencing significant financial
difficulty, default or delinquency in interest or principal payments, the
probability that they will enter bankruptcy or other financial reorganisation and
observable data indicating that there is a measurable decrease in the estimated

tuture cash flows, such as changes in arrears or economic conditions that
correlate with defaults.

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Company first assesses
whether impairment exists individually for financial assets that are individually
significant, or collectively for financial assets that are not individually
significant. If the Company determines that no objective evidence of
impairment exists for an individually assessed financial asset, whether
significant or not, it includes the asset in a group of financial assets with similar
credit risk characteristics and collectively assesses them for impairment. Assets
that are individually assessed for impairment and for which an impairment loss
1s, or continues to be, recognised are not included in a collective assessment of
Impairment.

The amount of any impairment loss identified is measured as the difference
between the asset’s carrying amount and the present value of estimated future
cash flows (excluding future expected credit losses that have not yet been
incurred). The present value of the estimated future cash flows is discounted at
the financial asset’s original effective interest rate.

The carrying amount of the asset is reduced through the use of an allowance
account and the loss is recognised in statement of profit or loss. Interest income
(recorded as finance income in the statement of profit or loss) continues to be
accrued on the reduced carrying amount and is accrued using the rate of interest
used to discount the future cash flows for the purpose of measuring the
impairment loss. Loans together with the associated allowance are written off
when there 1s no realistic prospect of future recovery and all collateral has been
realised or has been transferred to the Company. If, in a subsequent year, the
amount of the estimated impairment loss increases or decreases because of an
event occurring after the impairment was recognised, the previously recognised
impairment loss is increased or reduced by adjusting the allowance account. If a
write-ott 1s later recovered, the recovery is credited to finance costs in the
statement of profit or loss.
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3. Summary of significant accounting policies (continued)

3.7 Financial instruments - initial recognition and subsequent measurement
(continued)

(b) Impairment of financial assets (continued)

Available-for-sale (AFS) financial investments

For AFS financial investments, the Company assesses at each reporting date
whether there 18 objective evidence that an investment or a group of investments
1S 1mpaired.

In the case of equity investments classified as AFS, objective evidence would
include a significant or prolonged decline in the fair value of the investment
below 1ts cost. ‘Significant’ 1s evaluated against the original cost of the
investment and ‘prolonged’ against the period in which the fair value has been
below its original cost. When there is evidence of impairment, the cumulative
loss — measured as the difference between the acquisition cost and the current
fair value, less any impairment loss on that investment previously recognised in
the statement of profit or loss — is removed from other comprehensive income
and recognised 1n the statement of profit or loss. Impairment losses on equity
investments are not reversed through profit or loss; increases in their fair value
after impairment are recognised in other comprehensive income.

In the case of debt instruments classified as AFS, the impairment is assessed
based on the same criteria as financial assets carried at amortised cost.
However, the amount recorded for impairment 1s the cumulative loss measured
as the difference between the amortised cost and the current fair value, less any
impairment loss on that investment previously recognised in the statement of
profit or loss.

Future 1nterest income continues to be accrued based on the reduced carrying
amount of the asset, using the rate of interest used to discount the future cash

flows for the purpose of measuring the impairment loss. The interest income is
recorded as part of finance income. If, in a subsequent year, the fair value of a
debt instrument increases and the increase can be objectively related to an event
occurring after the impairment loss was recognised in the statement of profit or
loss, the impairment loss 1s reversed through the statement of profit or loss.
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3.

Summary of significant accounting policies (continued)

3.7 Financial instruments — initial recognition and subsequent measurement
(continued)

(¢) Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial liabilities at
fair value through profit or loss, loans and borrowings, payables, or as
derivatives designated as hedging instruments in an effective hedge, as
appropriate. '

All financial habilities are recognised initially at fair value and, in the case of
loans and borrowings and payables, net of directly attributable transaction costs.

T'he Company’s financial liabilities include trade and other payables, loans and
borrowings including bank overdrafts, financial guarantee contracts and
derivative financial instruments.

Subsequent measurement

The measurement of financial liabilities depends on their classification, as
described below:

Financial liabilities at fair value through profit or loss

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

Financial habilities are classified as held for trading if they are incurred for the
purpose of repurchasing in the near term. This category also includes derivative
financial instruments entered into by the Company that are not designated as
hedging instruments 1n hedge relationships as defined by MFRS 139. Separated
embedded derivatives are also classified as held for trading unless they are
designated as effective hedging instruments.

Gains or losses on liabilities held for trading are recognised in the statement of
profit or loss.

Financial habilities designated upon initial recognition at fair value through
profit or loss are designated at the initial date of recognition, and only if the
criteria in MFRS 139 are satisfied. The Company has not designated any
financial liability as at fair value through profit or loss.
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3. Summary of significant accounting policies (continued)

3.7 Financial instruments — initial recognition and subsequent measurement
(continued)
(c) Financial liabilities (continued)

Loans and borrowings

After initial recognition, interest-bearing loans and borrowings are subsequently
measured at amortised cost using the EIR method. Gains and losses are
recognised 1n profit or loss when the liabilities are derecognised as well as
through the EIR amortisation process.

Amortised cost 1s calculated by taking into account any discount or premium on
acquisition and fees or costs that are an integral part of the EIR. The EIR
amortisation 1s icluded as finance costs in the statement of profit or loss.

This category generally applies to interest-bearing loans and borrowmgs For
more information refer Note 16.

Financial guarantee contracts

Financial guarantee contracts issued by the Company are those contracts that
require a payment to be made to reimburse the holder for a loss it incurs because

the specified debtor fails to make a payment when due in accordance with the
terms of a debt instrument. Financial guarantee contracts are recognised initially

as a liability at fair value, adjusted for transaction costs that are directly
attributable to the 1ssuance of the guarantee. Subsequently, the liability is
measured at the higher of the best estimate of the expenditure required to settle
the present obligation at the reporting date and the amount recognised less
cumulative amortisation.

As at reporting date, no values are placed on corporate guarantees provided by
the Company to secure bank loans and other banking facilities granted to its
subsidiaries where such loans and banking facilities are fully collateralised by
fixed and floating charges over the property, plant and equipment and other
assets of the subsidiaries and where the directors regard the value of the credit
enhancement provided by the corporate guarantees as minimal.

Derecognition

A financial lability 1s derecognised when the obligation under the liability is
discharged or cancelled, or expires. 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 1s treated as the derecognition of the original liability and the
recognition of a new liability. The difference in the respective carrying amounts
1s recognised in the statement of profit or loss.
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Summary of significant accounting policies (continued)

3.7

3.8

3.9

3.10

Financial instruments - initial recognition and subsequent measurement
(continued)

(d) Offsetting of financial instruments

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

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand, demand deposits, and
short-term, highly liquid investments that are readily convertible to known amounts
of cash and which are subject to an insignificant risk of change in value. These also
include bank overdrafts that form an integral part of the Company’s cash
management, 1f any.

Inventories

Inventories are stated at the lower of cost and net realisable value. Costs incurred in
bringing the inventories to their present location and condition are accounted for as
follows:

Consumable stores: purchase costs and expenses in bringing them into store on a
weighted average cost method.

Net realisable value 1s the estimated selling price in the ordinary course of business
less estimated costs of completion and the estimated costs necessary to make the sale.

Provisions

Provisions are recognised when the Company has a present obligation (legal or
constructive) as a result of a past event, it is probable that an outflow of economic
resources will be required to settle the obligation and the amount of the obligation can
be estimated reliably.

Provisions are reviewed at each reporting date and adjusted to reflect the current best
cstimate. If it is no longer probable that an outflow of economic resources will be
required to settle the obligation, the provision is reversed. If the effect of the time
value of money 1s material, provisions are discounted using a current pre tax rate that
retlects, where appropriate, the risks specific to the liability. When discounting is
used, the increase in the provision due to the passage of time is recognised as a
finance cost.
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Summary of significant accounting policies (continued)

3.11

3.12

Borrowing costs

Borrowing costs are capitalised as part of the cost of a qualifying asset if they are
directly attributable to the acquisition, construction or production of that asset.
Capitalisation of borrowing costs commences when the activities to prepare the asset
for 1ts intended use or sale are in progress and the expenditure and borrowing costs

are 1ncurred. Borrowing costs are capitalised until the assets are substantially
completed for their intended use or sale.

All other borrowing costs are recognised in profit or loss in the period they are
incurred. Borrowing costs consist of interest and other costs that the Company

incurred in connection with the borrowing of funds.

L.eases

The determination of whether an arrangement is, or contains, a lease is based on the
substance of the arrangement at the inception date. The arrangement is assessed for
whether fulfillment of the arrangement is dependent on the use of a specific asset or

assets or the arrangement conveys a right to use the asset or assets, even if that right is
not explicitly specified in an arrangement.

(a) As lessee

Finance leases, which transfer to the Company substantially all the risks and
rewards incidental to ownership of the Icased item, are capitalised at the
inception of the lease at the fair value of the lecased asset or, if lower, at the
present value of the minimum lease payments. Any initial direct costs are also
added to the amount capitalised. Lease payments are apportioned between the
finance charges and reduction of the lease liability so as to achieve a constant
rate of interest on the remaining balance of the liability. Finance charges are
charged to protit or loss. Contingent rents, if any, are charged as expenses in the
periods 1n which they are incurred.

Leased assets are depreciated over the estimated useful life of the asset.
However, if there 1s no reasonable certainty that the Company will obtain
ownership by the end of the lease term, the asset 1s depreciated over the shorter
of the estimated useful life and the lease term.

Operating lease payments are recognised as an cxpense 1n profit or loss on a
straight-line basis over the lease term. The aggregate benefit of incentives

provided by the lessor 1s recognised as a reduction of rental expense over the
lease term on a straight-line basis.
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3.

Summary of significant accounting policies {continued)

3.12 Leases (continued)

(b) As lessor

Leases where the Company retains substantially all the risks and rewards of
ownership of the asset are classified as operating leases. Initial direct costs
incurred 1n negotiating an operating lease are added to the carrying amount of
the leased asset and recognised over the lease term on the same bases as rental
Income.

3.13 Fair value measurement

Fair value 1s the price that would be received to sell an asset or paid to transfer a
lhability in an orderly transaction between market participants at the measurement
date. The fair value measurement is based on the presumption that the transaction to
sell the asset or transfer the liability takes place either:

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

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

The fair value of an asset or a liability 1s measured using the assumptions that market
participants would use when pricing the asset or liability, assuming that market
participants act in their economic best interest.

-

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

The Company uses valuation techniques that are appropriate in the circumstances and
for which sufficient data are available to measure fair value, maximising the use of
relevant observable inputs and minimising the use of unobservable inputs.
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3.

Summary of significant accounting policies (continued)

3.13

3.14

Fair value measurement (continued)

All assets and liabilities for which fair value 1s measured or disclosed in the financial
statements are categorised within the fair value hierarchy, described as follows, based
on the lowest level input that is significant to the fair value measurement as a whole:

» Level 1 - Quoted (unadjusted) market prices in active markets for identical assets
or liabilities '

» Level 2 - Valuation techniques for which the lowest level input that is significant
to the tair value measurement 1s directly or indirectly observable

» Level 3 - Valuation techniques for which the lowest level input that is significant
to the fair value measurement 1s unobservable

For assets and liabilities that are recognised 1n the financial statements on a recurring
basis, the Company determines whether transfers have occurred between Levels in
the hierarchy by re-assessing categorisation (based on the lowest level input that is
significant to the fair value measurement as a whole) at the end of each reporting
period.

Revenue recognition

Revenue 1s recognised to the extent that it is probable that the economic benefits will
flow to the Company and the revenue can be reliably measured. Revenue is
measured at the fair value of consideration received or receivable.

Revenue from the sale of electricity is recognised upon transfer of significant risks
and rewards of ownership to the buyer. Revenue is not recognised to the extent
where there are significant uncertainties regarding recovery of the consideration due,
associated costs or the possible return of goods.

3.15 Taxes

(a) Currentincome tax

Current tax assets and liabilities for the current period are measured at the
amount expected to be recovered from or paid to the taxation authorities. The
tax rates and tax laws used to compute the amount are those that are enacted or
substantively enacted by the reporting date in the countries where the Company
operates and generates taxable income.

Current income tax relating to items recognised directly in equity is recognised
in equity and not in the statement of profit or loss. Management periodically
evaluates positions taken in the tax returns with respect to situations in which
applicable tax regulations are subject to interpretation and establishes provisions
where appropriate.
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3.

Summary of significant accounting policies (continued)

3.15 Taxes (continued)

(b)

Deferred tax

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

Deterred tax liabilities are recognised for all temporary differences, except:

- where the deferred tax hability arises from the initial recognition of
goodwill or 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

- 1n respect 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 ditterences will not reverse in the foreseeable future

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

- when the deferred tax asset relating to the deductible temporary difference
arises from the 1nitial recognition of an asset or liability in a transaction that
1S not a business combination and, at the time of the transaction, affects
neither the accounting profit nor taxable profit or loss

- 1n respect of deductible temporary differences associated with investments
1in 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 1n the foreseeable future and taxable profit will be
availlable 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 1t 1S no longer probable that sufficient taxable
profit will be available to allow all or part of the deferred tax asset to be utilised.
Unrecognised deterred tax assets are reassessed at each reporting date and are

recognised to the extent that 1t has become probable that future taxable profit
will allow the deferred tax assets to be recovered.

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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3.

Summary of significant accounting policies (continued)

3.15

3.16

3.17

3.18

Taxes (continued)

(b) Deferred tax (continued)

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

Deterred 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.

Tax benefits acquired as part of a business combination, but not satisfying the
criteria for separate recognition at that date, are recognised subsequently if new
information about facts and circumstances change. The adjustment is either
treated as a reduction in goodwill (as long as it does not exceed goodwill) if it
was 1ncurred during the measurement period or recognised in profit or loss.

Share capital and share issuance expenses

An equity instrument 1s any contract that evidences a residual interest in the assets of
the Company after deducting all of its liabilities. Ordinary shares are equity
instruments.

incremental transaction costs. Ordinary shares are classified as equity. Dividends on
ordinary shares are recognised in equity in the period in which they are declared.

Contingencies

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

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

Significant accounting judgement and estimates

Usetul lives of plant and equipment

The cost of plant and equipment 1s depreciated on a straight-line basis over the assets’
estimated economic useful lives. Management estimates the useful lives of these
plant and equipment to be within 5 to 20 years. These are common life ‘expectancies
applied 1n the operation of a biogass power plant industry. Changes in the expected
level of usage and technological developments could impact the economic useful
lives and the residual values of these assets, therefore future depreciation charges
could be revised. The carrying amount of the Company’s plant and equipment at the
reporting date 1s disclosed in Note 10. A 5% difference in the expected useful lives
of these assets from management’s estimates would result in approximately 4.74%
(2013: 1.01%) variance in the Company’s loss for the year.

33



MISTRAL ENGINEERING SDN. BHD.
(Company No: 588127-H)

Notes to the financial statements
For the financial year ended 31 December 2014

4.

Revenue

Thas represents supply of electricity.

Interest income

Interest on tixed deposits

Finance cost
Interest expense on:
Advances obtained

Bank loan
Obligation under finance lease

Loss before tax

2014

5,405

2013

357,717
504,301
1,103

863,121

152,393
217,077
2.659

The tollowing items have been included in arriving at loss before tax:

Auditors’ remuneration
- statutory audit
- current year
- underprovision in prior year
Employee benefits expense (Note 8)
Depreciation of property, plant and equipment (Note 10)
Rental of computer software

Employee benefits expense

Wages and salaries
Contributions to defined contribution plan

Social security contributions

2014
RM

4,000
500
358,689
1,451,380
106

325,715
28,266
4,708

372,129

2013

3,500

613,032

358,689
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9. Income tax expense

Major components of income tax expense

The major components of income tax expense for the years ended 31 December 2014 and

2013 are:

2014 2013

RM RM

Statement of comprehensive income:
Deferred income tax (Note 11):
Origination and reversal of temporary differences (411,594) (162,475)
Effect of reduction 1n tax rate 16,464 - (41,222)
(Over)/underprovision in respect of previous years (5,916) 4 848
Income tax expense recognised 1n profit or loss (401,046) (198,849)

Reconciliation between tax expense and accounting profit

The reconciliation between tax expense and the product of accounting loss multiplied by
the applicable corporate tax rate for the years ended 31 December 2014 and 2013 are as

follows:
2014 2013
~ RM RM
Accounting loss before tax (1,733,706) (845,864)
Tax at statutory tax rate of 25% (2013: 25%) (433,427) (211,466)
Adjustment:
Effect of reduction 1n tax rate 16,464 (41,222)
(Over)/underprovision of deferred income tax in
respect of previous years (5,916) 4,848
Non-deductible expenses 21,833 48,991
Income tax expense recognised 1n profit or loss (401,046) (198,849)
Unabsorbed capital allowance carried forward 10,636,745 7,481,517
Unutilised tax losses carried forward 427,570 - 226,783

Current income tax 1s calculated at the statutory tax rate of 25% (2013: 25%) of the
estimated assessable profit for the year.

The statutory tax rate will be reduced from the current year’s rate of 25% to 24% with
eftect from the year of assessment 2016.

The computation of deferred tax as at 31 December 2014 has reflected the changes in tax
rate.
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10. Property, plant and equipment

Total
RM

21,688,086
2,892,056

24,580,142
1,497,636

26,077,778

16,420
013,032

629,452
1,451,830

2,081,332

Heavy
L.ong term equipment, Furniture,
leasehold plant and fittings and Assets under
land  Buildings  Infrastructure machinery equipment construction
RM RM RM RM RM RM
Cost
At 1 January 2013 396,336 - - 115,000 24,057 21,152,693
Additions - 35,937 - 4,580 106,194 2,745,345
Reclassifications 2,649,817 565,832 20,682,389 - (23,898,038)
At 31 December 2013 and
1 January 2014 396,336 2,685,754 565,832 20,801,969 130,251 -
Additions - 33,900 - 205,602 101,625 1,156,509
At 31 December 2014 396,336 2,719,654 565,832 21,007,571 231,876 1,156,509
Accumulated Depreciation
At 1 January 2013 4,194 - - 10,542 1,684 -
Depreciation charge for the year 0,291 56,659 11,788 528,737 9,557 -
At 31 December 2013 and
1 January 2014 10,485 50,659 11,788 539,279 11,241 -
Depreciation charge for the year 0,291 136,548 28,292 1,264,041 16,708 -
At 31 December 2014 16,776 193,207 40,080 1,803,320 277,949 -
Net Carrying Amount
At 31 December 2013 385,851 2,629,095 554,044 20,262,690 119,010 -
At 31 December 2014 379,560 2,526,447 525,752 19,204,251 203,927 1,156,509
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10. Property, plant and equipment (continued)

11.

(1)

(11)

Capitalisation of borrowing costs

The Company’s assets under construction include borrowing costs arising from loans
and advances borrowed from bank and a related company specifically for the purpose
of the construction of a plant. During the financial year, the borrowing costs
capitalised in assets under construction amounted to Nil (2013: RM486,046).

Cash payments made for acquisition of property, plant and equipment amounted to
RM1,497,636 (2013: RM2,406,010).

Assets held under finance leases

The carrying amount of property, plant and equipment of the Company held under
finance leases at the reporting date were RM64,485 (2013: RM73,558).

Leased assets are pledged as security for the related finance lease liabilities as
disclosed 1n Note 16.

(11) Assets pledged as security

In addition to asset held under finance leases, all property, plant and equipment of the
Company have been pledged to bank for the banking facilities granted to the
Company as disclosed in Note 16. '

Deferred tax asset

Deterred income tax as at reporting date relates to the following:

As at Recognised As at  Recognised As at
1 January in profit 31 December in profit 31 December
2013 or loss 2013 or loss 2014
(Note 9) (Note 9)
RM RM RM RM RM
Deferred tax
liabilities:
Plant and equipment 6,004 1,635,178 1,641,182 414,359 2,055,541
Deferred tax assets:
Unutilised tax losses - (34,997) (34,997) (67,620) (102,617)
Unabsorbed capital
allowances (6,004) (1,799,030) (1,805,034) (747,785) (2,552,819)
(6,004) (1,834,027) (1,840,031) (813,405) (2,655,436)
- (198,849) (198,849) (401,046) (599,895)

T'he unutilised tax losses and unabsorbed capital allowances of the Company are available for
offsetting against future taxable profits subject to no substantial change in shareholdings under
the Income Tax Act, 1967 and guidelines issued by the tax authority.
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12. Inventories

2014 2013
RM RM

At Cost:
Consumable supplies 28,131 18,327

There were no 1inventories stated at net realisable value as at 31 December 2014 and 2013

13. Other receivables

2014 | 2013
RM RM
Current

Amount due from immediate holding company - 2,174

Deposits 141,570 3,070

Prepayment 2,565 19,304

Sundry recervables 88,502 147,020

232,637 171,568

Total other receivables 232,637 171,568

Add: Cash and bank balances (Note 14) 98,761 30,434
Less: Prepayment and non-refundable deposits (144,135) (22,374)

Total loans and receivables 187,263 229,628

Amount due from immediate holding company

T'he amount was unsecured, non-interest bearing and is repayable upon demand.

14. Cash and bank balances

For the purpose of the statement of cash flows, cash and cash equivalents comprise the
following at the reporting date:

2014 2013

RM RM

Cash at bank and on hand 08,761 80,434
Short term deposits with licensed banks 417,905 -
516,666 80,434

Short-term deposits are made for varying periods of between one day to one month
depending on the immediate cash requirements of the Company, and earn interest at the
respective short-term deposit rates. The weighted average effective interest rates as at 31
December 2014 for the Company was 3.15%.
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15. Other payables

Amount due to related companies:
- Interest bearing advances

- Non-1interest bearing advances

Amount due to ultimate holding company
Retention sum payable to contractor
Sundry payables

Accruals

Total other payables
Add: Loans and borrowings (Note 16)

Total financial liabilities carried at amortised cost

(a) Amounts due to related companies

2014

3,623,783
404,672

4,028,455

420,286
712,697
75,412
74,894

5,311,744

5311,744
13.216,190

18,527,934

2013

7,861,697
273,370

8.135,067

395,624
025,896
893,789

3,500

10,353,876

10,353,876
14,887,491

25,241,367

The non-interest bearing advances are unsecured and repayable on demand. The
Iinterest bearing advances bear floating interest rate at 4.8% (2013: 6%) per annum are

unsecured and repayable upon demand.

(b) Amount due to ultimate holding company

This amount 1s non-interest bearing, unsecured and repayable on demand.

(¢) Sundry payables

These amounts are non-interest bearing and are normally settled on an average term

of three months (2013: average term of three months).
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16. Loans and borrowings

2014 2013
RM RM
Current
Secured:
Obligations under finance lease 3,690 21,301
Bank loan at COF + 1.5% p.a. 1,650,000 1,650,000
1,653,690 1,671,301
Non-current
Secured:
Obligations under finance lease - 3,690
Bank loan at COF + 1.5% p.a. 11,562,500 13,212,500
11,562,500 13,216,190
Total loans and borrowings 13,216,190 14,887,491
The remaining maturities of the loans and borrowings are as follows:
2014 2013
RM RM
On demand or within one year 1,653,690 1,671,301
More than 1 year and less than 2 years 1,650,000 1,653,690
More than 2 years and less than 5 years 7,162,500 6,087,500
> years Or more 2,750,000 5.475,000
14,887,491

13,216,190

Obligation under finance lease

The obligation 1s secured by a charge over the leased asset (Note 10).

discount rate implicit in the lease is 7.51% p.a. (2013: 7.51% p.a.).
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16.

17.

Loans and borrowings (continued)

RM bank loan at COF + 1.5% p.a.

This loan 1s secured by:

(a) a corporate guarantee given by the ultimate holding company;

(b) first legal charge over the sub-divided land of a related company together with the

plant to be erected thereon;

(c) debentures incorporating fixed and floating charge over all assets of the Company;

(d) assignment over all contract proceeds from a related company in accordance with the

Renewable Energy Power Purchase Agreement;

(¢) assignment over all nights and benefits under the contracts between the Company and

1ts contractors:

() assignment over the performance bonds issued by contractors in favour of the

Company in relation to the plant; and

(g) third party guarantee up to 60% of the limit of the term loan facility of RM 15 million.

Share capital

Number of ordinary
shares of RM1 each

2013

500,000

iy

500,000

250,000

2014

Authorised
At 1 January 500,000
Created during the year 9,500,000
At 31 December 10,000,000
Issued and fully paid
At 1 January 250,000
Issuance for additional working

capital purpose 9,000,000
At 31 December 9,250,000
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250,000

9,250,000

Amount
2014 2013
RM RM
500,000 500,000
9,500,000 -
10,000,000 500,000
250,000 250,000
9,000,000 -
250,000
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17.

18.

Share capital (continued)

During the financial year, the Company increased its:

(a) authorised share capital from RMS500,000 to RM10,000,000 through the creation of
9,500,000 ordinary shares of RM1 each; and

(b) 1ssued and paid up share capital from RM250,000 to RM9,250,000 by way of the
1ssuance of 9,000,000 ordinary shares of RM1 each and settled by way of capitalising
the amount due to the immediate holding company.

The new ordinary shares 1ssued during the financial year ranked pari passu in all respects
with the existing ordinary shares of the Company.

The holders of ordinary shares are entitled to receive dividends as and when declared by
the Company. All ordinary shares carry one vote per share without restriction and rank
equally with regard to the Company’s residual assets.

Related party transactions
Sale and purchase of goods and services
In addition to the related party information disclosed elsewhere in the financial statements,

the following significant transactions between the Company and related parties took place
at terms agreed between the parties during the financial year:

2014 2013
RM RM

Transaction with ultimate holding company
Cepatwawasan Group Berhad
- Interest on advances obtained 13,849 -
Suara Baru Sdn. Bhd.
- Purchase of stone 3,872 -
Transaction with related companies
Prolific Yield Sdn. Bhd.
- Interest on advances obtained 310,289 335,378
- Supply of electricity 1,483,785 341,356
Cash Horse (M) Sdn. Bhd.
- Supply of electricity 312,392 96,208
Cepatwawasan Sdn. Bhd
- Interest on advances obtained 33,579 -
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19. Commitments

(a)

(b)

Capital commitments

Capital expenditure commitments as at the reporting date are as follows:

Approved and contracted for:

Property, plant and equipment

Approved but not contracted for:

Property, plant and equipment

Finance lease commitments

2014
RM

566,979

50,000

2013

1,722,896

1,433,000

The Company has finance leases for certain items of plant and equipment (Note 10).
These leases do not have terms of renewal, but have purchase options at nominal

values at the end of the lease term.

Future mmmimum lease payments under finance lease together with the present value

of the net minimum lease payments are as follows:

Minimum lease payments:

Not later than 1 year
Later than 1 year and not later than 2 years

Total minimum lease payments
Less: Amounts representing finance charges

Present value of minimum lease payments

Present value of payments:
Not later than 1 year
Later than 1 year and not later than 2 years

Present value of minimum lease payments
[Less: Amount due within 12 months

Amount due after 12 months
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2014
RM

3,722

3,722
(32)

3,690

3,690

3,690
(3,690)

2013
RM

22,404
3,722

26,126
(1,135)

24,991

21,301
3,690

24,991
(21,301)

3,690
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20. Fair value of financial instruments

21.

Set out below, 18 a comparison by classes of the carrying amounts and fair values of the
financial mstruments, other than those with carrying amounts are reasonable approximate
of fair value.

2014 2013

Carrying Fair Carrying Fair
Amount Value Amount Value
(Level 2) (Level 2)
RM RM RM RM

Financial Liability: |

Obligation under finance lease

(non-current) _ - - 3,690 3,480

The management assessed that fair value of cash and short-term deposits, trade receivables,
trade payables, short-term loan and borrowings and other current liabilities approximate

their carrying amounts largely due to the short-term maturities of these instruments.

The carrying amounts of non-current loans and borrowings are reasonable approximations
of fair values as they are floating rate instruments that are re-priced to market interest rates
on or near the reporting date.

The following methods and assumptions were used to estimate the fair value:

Finance lease obligations

The tair values of this financial instrument are estimated by discounting expected future
cash flows at market incremental lending rate for similar types of lending, borrowing or
leasing arrangements at the reporting date.

Financial risk management objectives and policies

The Company 1s exposed to financial risks arising from its operations and the use of
financial instruments. The key financial risks include interest rate risk and liquidity risk.

The Board ot Directors reviews and agrees policies and procedures for the management of
these risks, which are executed by the Executive Committee. The audit committee
provides independent oversight to the etfectiveness of the risk management process.

The following sections provide details regarding the Company’s exposure to the above-
mentioned financial risks and the objectives, policies and processes for the management of
these risks.
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21.

Financial risk management objectives and policies (continued)

(a)

(b)

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of the Company's
financial instruments will fluctuate because of changes in market interest rates.

The Company's exposure to interest rate risk arises primarily from its loans and
borrowings. The Company's policy is to manage interest cost using a mix of fixed and
floating rate debts.

Sensitivity analysis for interest rate risk

At the reporting date, 1f interest rates had been 25 basis points lower/higher, with all
other variables held constant, the Company’s loss net of tax would have been
RM34,922 (2013: RM37,471) lower/higher, arising mainly as a result of lower/higher
interest expense on tloating rate loans and borrowings. The assumed movement in

basis points for interest rate sensitivity analysis is based on the currently observable
market environment.

Liquidity risk

Liqudity risk 1s the risk that the Company will encounter difficulty in meeting
financial obligations associated with financial liabilities that are settled by delivery of
cash or another financial assets. The Company’s exposure to liquidity risk arises
primarily from mismatches of the maturities of financial assets and liabilities. The
Company's objective 1s to maintain a balance between continuity of funding and
tflexibility through the use of stand-by-credit facilities.

At the reporting date, approximately 11% (2013: 1%) of the Company’s loans and
borrowings (Note 16) will mature in less than one year based on the carrying amount
reflected in the financial statements.
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21. Financial risk management objectives and policies (continued)

(b) Liquidity risk (continued)
Analysis of financial instruments by remaining contractual maturities

The table below summaries the maturity profile of the Company’s financial assets and
liabilities at the reporting date based on contractual undiscounted amounts.

On demand

or within One to Over five
one year five years years Total
RM RM RM RM
2014
Financial assets:
Other receivables 88,502 - - 88,502
Cash and bank balances 98,761 - - 08,761
Total undiscounted '
financial assets 187,263 - - 187,263
Financial liabilities:
Other payables 5,311,744 - - 5,311,744
Loans and borrowings 1,653,690 11,562,500 - 13,216,190
Total undiscounted
financial liabilities 6,965,434 11,562,500 - 18,527,934
Total net undiscounted
financial liabilities (6,778,171) (11,562,500) - (18,340,671)
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21.

(b) Liquidity risk (continued)

Analysis of financial

(continued)

2013

Financial assets:

Other receivables
Cash and bank balances

Total undiscounted
financial assets

Financial liabilities:
Other payables

Loans and borrowings

Total undiscounted
financial liabilities

Total net undiscounted
financial liabilities

22. Capital management

instruments

On demand

Financial risk management objectives and policies (continued)

by remaining contractual maturities

or within Oneto  Over five
one year five years years Total
RM RM RM RM
149,194 - - 149,194
80,434 - - 80,434
229,628 - - 229,628
10,353,876 - - 10,353,876
2,815,010 10,929,078 5,929,613 19,673,701
13,168,886 10,929,078 5,929,613 30,027,577

(12,939,258) (10,929,078) (5,929,613)

(29,797,949)
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The primary objective of the Company’s capital management is to ensure that it maintains
a strong credit rating and healthy capital ratios in order to support its business and

maximise shareholder value.

The Company manages 1ts capital structure and makes adjustments to 1t, in light of changes
in economic conditions. To maintain or adjust the capital structure, the Company may
adjust the dividend payment to shareholders, return capital to shareholders or issue new
shares. No changes were made in the objectives, policies or processes during the years

ended 31 December 2014 and 31 December 2013.
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23. Authorisation of financial statements for issue

The financial statements for the year ended 31 December 2014 were authorised for issue in
accordance with a resolution of the Directors on 20 April 2015.
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MISTRAL ENGINEERING SDN. BHD.
(Company No: 588127-H)

(Incorporated in Malaysia)

Detailed statement of comprehensive income

For the financial year ended 31 December 2014

Revenue

Supply of electricity

Less: Cost of sales

Power plant operating expenses (page 55)
Power plant administrative expenses (page 55)

Gross loss
Add: Other income
Interest income

Less: Administrative expenses (page 56)

Operating loss

Less: Finance cost
Interest expense on:
Advances obtained

Bank loan
Obligation under finance lease

L.oss before tax

>4

2014

1,796,177

1,016,859
1,566,414

2,583,273

(787,096)

,405

88,894

(870,585)

357,717
504,301
1,103

803,121

(1,733,706)

2013

437.564

349,341
349,341

(411,777)

01,958

(473,735)

152,393
217,077
2,659

372,129

(845,864)




MISTRAL ENGINEERING SDN. BHD.
(Company No: 588127-H)

(Incorporated 1n Malaysia)

Power plant operating and power plant administrative expenses

For the financial year ended 31 December 2014

Power plant operating expenses

Production labour
Repair and maintenance

Power plant administrative expenses

Cess and assessment
Depreciation of property, plant and equipment
Electricity and water

Fuel and lubricant

Insurance

Laboratory expenses

Licences

Medical expenses

Messing and refreshments
Printing and stationery
Professional fee

Repair and maintenance

Salary and wages

Sundry expenses

Tools and consumables
Travelling and accommodation
Vehicle running expenses
Welfare and benefits
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2014

351,255
665,604

1,016,859

92
1,449,919
2,055

25,349
2,000

270
1,068
875
28,753
7,452
11,867
0,915
13,592
7,092
0,115

2013

1,566,414

612,386

30,164
23,489
11,456

6

4214
40,453
71,242

2915
30,163
10,817

11,995
41

349,341




MISTRAL ENGINEERING SDN. BHD.
(Company No: 588127-H)

(Incorporated in Malaysia)

Administrative expenses

For the financial year ended 31 December 2014

Auditors’ remuneration
- statutory audit

- current year

- underprovision 1n prior year
Bank charges
Computer software rental
Depreciation of property, plant and equipment
Postage and telephone
Printing and stationery
Professional fee
Rate and assessment
Retreshment
Repair and maintenance
Secretarial fee
Sundry expenses
Tramning and seminar

Travelling expenses
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2014

4,000
500
4,193
106
1,961
166
475
57,114
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900
736
18,695

88,894

2013

3,500

223

646
155
309
45,159
154
1,795
1,605
1,200
707

6,445

61,958




