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Audit Committee Report

Objectives

The primary objectives of the Committee are to:

1.	 provide assistance to the Board in fulfilling its fiduciary responsibilities, particularly in the areas relating 

to the Company and its subsidiary companies’ accounting and management controls, financial 

reporting and business ethics policies.

2.	 provide greater emphasis on the audit function by serving as the focal point for communication 

between non-Committee Directors, the external auditors, internal auditors and the management 

and providing a forum for discussion that is independent of the management. It is to be the Board’s 

principal agent in assuring the independence of the Company’s external auditors, the integrity of 

the management and the adequacy of disclosure to shareholders.

3.	 undertake such additional duties as may be delegated by the Board.

Authority

1.	 The Committee is authorised by the Board to investigate any matter within its terms of reference, to 

obtain the resources which it needs, and to have full and unrestricted access to information. It is also 

authorised to seek any information it requires from any employee of the Group and all employees 

are directed to co-operate with any request made by the Committee.

2.	 The Committee shall have direct communication channels with the external and internal auditors.

3.	 The Committee is authorised by the Board to obtain independent professional or other advice at 

the Company’s expense and to invite outsiders with relevant experience and expertise to attend 

meetings if it considers this necessary.

4.	 Where the Committee is of the view that a matter reported by it to the Board has not been satisfactorily 

resolved resulting in a breach of the Listing Requirements of Bursa Securities, the Committee shall 

promptly report such matter to Bursa Securities.

Duties and Responsibilities

In fulfilling its primary objectives, the Audit Committee will need to undertake the following duties and 

responsibilities as summarised below:

Financial Reporting

1.	 To review with the management on a periodic basis, the Company’s general policies, procedures 

and controls especially in relation to management accounting, financial reporting, risk management 

and business ethics.

2.	 To review the Group’s quarterly financial statements and the Group’s and Company’s annual 

financial statements before submission to the Board.
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The review shall focus on:

•	 any change in accounting policies and practices

•	 major judgement areas

•	 significant adjustments and issues arising from the audit

•	 the going concern assumption

•	 compliance with the applicable approved accounting standards

•	 compliance with stock exchange and legal requirements

External Auditors

3.	 To consider the appointment of the external auditors, the terms of reference of their appointment, 

the audit fee and any questions of resignation or dismissal.

4.	 To review with the external auditors their audit plan, scope and nature of the audit for the Company 

and the Group.

5.	 To review the external auditors’ management letter and management’s response.

6.	 To review with the external auditors with regard to problems and reservations arising from their interim 

and final audits.

7.	 To review with the external auditors on their audit report.

8.	 To review the assistance given by employees to the external auditors.

Risk Management & Internal Controls

9.	 To review and report the adequacy of the scope, functions, competency and resources of the 

internal audit functions and that it has the necessary authority to carry out its work.

10.	 To review the internal audit programme, processes, the results of the internal audit programme, 

processes or investigation undertaken and whether or not appropriate action is taken on the 

recommendations of the internal audit function.

Other Review

11.	 To review any related party transaction and conflict of interest situations that may arise within the 

Company or the Group including any transaction, procedure or course of conduct that raises 

questions of management integrity.

12.	 To undertake such other responsibilities as may be agreed to by the Committee and the Board.

Meetings

1.	 The Committee shall meet not less than three times a year. The Chairman shall also convene a 

meeting of the Committee if requested to do so by any member, the management or the internal or 

external auditors to consider any matter within the scope and responsibilities of the Committee.

2.	 The Committee may require the head of finance and head of internal audit division and 

representatives of the external auditors to attend any of its meetings as it determines.
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3.	 A quorum shall consist of a majority of Independent Non-Executive Directors and shall not be less 

than two.

4.	 The Company Secretary shall be the secretary of the Committee. As a reporting procedure, the 

minutes of each Committee meeting shall be circulated to all members of the Board.

NUMBER OF MEETINGS HELD AND ATTENDANCE OF EACH MEMBER

The Audit Committee held a total of five (5) meetings during the financial year ended 31 December 2009. 

En Ahmad @ Misron Bin Yusof attended four meetings, Mr Qua Kiat Seng attended all five meetings, Mr Loh 

Kiat Loon attended all three meetings held up to his resignation date on 6 May 2009 and Mr Isaac Daniel 

attended all two meetings held since his appointment on 24 June 2009.

SUMMARY OF ACTIVITIES

During the year, the activities of the Audit Committee included:

Financial Reporting

1.	 Reviewed the Company’s general policies, procedures and controls especially in relation to 

management accounting, financial reporting, risk management and business ethics;

2.	 Reviewed the Group’s quarterly financial statements and the Group’s and the Company’s annual 

financial statements;

External Auditors

3.	 Reviewed the appointment of the external auditors, the terms of reference of their appointment and 

the audit fee;

4.	 Reviewed the external auditors’ audit plan, scope and nature of the audit for the Company and the 

Group;

5.	 Reviewed the external auditors’ audit report;

6.	 Reviewed the assistance given by employees to the external auditors;

Risks & Control – Internal Audit

7.	 Reviewed and evaluated the adequacy of the scope, functions, competency and resources of the 

internal audit division and that it has the necessary authority to carry out its work.

8.	 Reviewed the internal audit programme, processes, the results of the internal audit reports and 

investigation undertaken and reviewed the action plans implemented on the recommendations of 

the internal audit reports.

Audit Committee Report
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Others

Reviewed the related party transactions within the Company and the Group.

INTERNAL AUDIT FUNCTION

The internal auditor (“IA”) reports direct to the Audit Committee and its primary role is to assist the Audit 

Committee by independently reviewing and reporting on the adequacy and integrity of the Group’s system 

of internal controls.

The IA adopts a risk-based approach towards the planning and conduct of its audits which is consistent with 

the Group’s framework in designing, implementing and monitoring its internal control system.

Upon completion of the audits, the IA closely monitored the implementation progress of his audit 

recommendations in order to obtain assurance that major risks and control concerns are being addressed by 

the management. All audit reports on the results of work undertaken together with the recommended action 

plans and their implementation status were presented to the management and the Audit Committee.

Head of IA ensures a proper balance between the assessment of internal controls related to financial 

reporting and other special projects involving operational efficiency and risk management.

During the year, the IA conducted various internal audit engagements in accordance with the risk-based 

audit plans that are consistent with the Group’s goals. The IA evaluated the adequacy and effectiveness 

of key controls in responding to risks within the Group’s governance, operations and information systems in 

respect of its subsidiary companies mainly relating to:

•	 Reliability and integrity of financial and operational information;

•	 Effectiveness and efficiency of operations;

•	 Safeguarding of assets; and

•	 Compliance with laws, regulations and contractual obligations.

All the internal audit activities were performed in-house. The total cost incurred in managing the IA function 

in year 2009 was RM130,000.

Audit Committee Report
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Statement On Corporate Governance

INTRODUCTION

The Board of Directors is pleased to report on the application by the Group of the principles contained 

in the Malaysian Code on Corporate Governance (“Code”) and the extent of compliance with the best 

practices of the Code as required under the Listing Requirements of Bursa Securities.

BOARD OF DIRECTORS

Principle Responsibilities

The Board subscribes to the principles of good corporate governance and as such, will always ensure 

that the Group achieves best practice in the conduct of the Group’s business and operational activities. 

An indication of the Board’s commitment is reflected in the conduct of regular Board meetings by the 

Company and the incorporation of various processes and systems to achieve a risk awareness culture as 

well as the establishment of relevant Board Committees, namely Audit Committee, Nomination Committee, 

Remuneration Committee and Employees’ Share Option Scheme (“ESOS”) Committee, all of which 

discharge the duties and responsibilities within their respective Terms of Reference. The ultimate responsibility 

for the final decision on all matters lies with the entire Board after considering the recommendations of such 

a committee.

Composition

The Board currently has seven members, comprising the Executive Chairman, the Managing Director, two 

Executive Directors and three Non-Executive Directors. This is in line with the Listing Requirements of Bursa 

Securities which requires one third of the Board members to be independent directors.

The Executive Chairman, Dato’ Tan Kean Wan who has many years of experience in the Group’s core 

business, practices a very hands on style of management to oversee the operations of its main subsidiaries, 

both local and overseas. The Managing Director, Datuk Baharuden bin Abd Majid is primarily responsible 

for the Group’s investment in its power plant project. Executive Director, Mr Loh Kiat Loon is responsible for 

the financial and corporate affairs of the Group as well as overseeing the local core businesses. Executive 

Director, Mr Tan Keng Boon is primarily responsible for the operations of non-core local businesses and the 

power plant operations in Tanzania.

The three Non-Executive Directors are individuals of seniority, high calibre and high credibility and with 

varied experiences. They provide a broader view, independent assessment and opinions on management 

proposals and ensure that the Executive Board discharges their responsibilities in conformation with good 

corporate governance.
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Board Meetings

During the financial year, six (6) board meetings were held. The attendance of each Director in office for the 

financial year ended 31 December 2009 are set out below:

Name of Director			T   otal meetings attended

Dato’ Tan Kean Wan		  6/6

Datuk Baharuden Bin Abd Majid	 6/6

Loh Kiat Loon				   6/6

Tan Keng Boon			   4/6

Ahmad @ Misron Bin Yusof		  5/6

Qua Kiat Seng			   6/6

Isaac Daniel (appointed w.ef 24 June 2009)	 2/2

Supply of Information

The Board recognises that the decision making process is highly dependent on the quality of information 

furnished. As such, all Directors have unrestricted access to any information pertaining to the Company.

All Directors have full access to the assistance and services of the Company Secretary including where 

necessary, the advice of independent professionals.

Appointment to the Board

The Board appoints its members through a formal process which is consistent with the Articles of Association. 

New appointees, if any, will be considered and evaluated by the Nomination Committee. The Committee 

will then recommend the candidates to be approved and appointed by the Board.

Re-election

In accordance with the Company’s Articles of Association, one third of the Directors shall retire from office 

at each Annual General Meeting, subject to the retirement of all Directors at least once in every three years. 

Retiring Directors can offer themselves for re-election. Directors who are appointed by the Board during the 

financial period are subject to re-election by the shareholders at the next Annual General Meeting held 

following their appointments.

Directors’ Training

All members of the Board have attended the Mandatory Accreditation Programme (“MAP”) as prescribed 

by Bursa Securities and have also attended various accredited programmes endorsed by Bursa Securities 

under the Continuing Education Programme (“CEP”). The Directors have completed the CEP and also 

attend training programmes and seminars to keep abreast with relevant developments on a continuous 

basis in compliance with Listing Requirements of Bursa Securities.

Board Committees

The Board has delegated specific responsibilities to four (4) sub-committees, Audit Committee, Nomination 

Committee, Remuneration Committee and ESOS Committee. The ultimate responsibility for the final decision 

on all matters lies with the entire Board.
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Audit Committee

The composition and terms of reference of this committee together with its report are presented in this 

Annual Report.

Nomination Committee

The Nomination Committee, which was established fourth quarter of year 2001, comprised of the following 

members for the financial year ended 31 December 2009:

Encik Ahmad @ Misron Bin Yusof

Mr Qua Kiat Seng

Mr Isaac Daniel

The Committee is responsible for making recommendations for any appointments to the Board. Any new 

nomination is put to the full Board for assessment and endorsement.

Remuneration Committee

The Remuneration Committee, which was established fourth quarter of year 2001, comprised of the following 

members for the financial year ended 31 December 2009:

Encik Ahmad @ Misron Bin Yusof

Mr Qua Kiat Seng

Mr Isaac Daniel

The Company’s remuneration scheme is linked to service, seniority, experience and scope of 

responsibilities.

The Committee has ascertained and approved remuneration packages of Executive Directors in 

accordance with the Company’s financial performance and policy guidelines on an annual basis.

ESOS Committee

The ESOS Committee, which was established in May 2004, comprised of the following members for the 

financial year ended 31 December 2009:

Datuk Baharuden Bin Abd Majid

Mr Loh Kiat Loon

Madam Leong Oi Mooi

The ESOS Committee assists the Board in the administration of the ESOS in accordance to approved  

By-Laws, guidelines and rulings of the relevant authorities that are applicable during the period of the 

scheme.
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DIRECTORS’ REMUNERATION

The fees for Independent Non-Executive Directors are determined by the full Board with approval from 

shareholders at the Annual General Meeting.

The details of the remuneration of Directors of the Company for financial year ended 31 December 2009 

are as follows:

					     Executive Directors	N on-Executive Directors

Remuneration & Allowances	 RM1,295,576	 RM60,467

Other Benefits			   Nil	 Nil

Benefits-in-kind			   48,500	 Nil

Total					     RM1,344,076	 RM60,467

The number of directors whose remuneration for the financial year ended 31 December 2009 falls in each 

band of RM 50,000 is as follows:

					N     o. of Executive Directors	N o. of Non-Executive Directors

Below RM 50,000				    3

RM 50,001 to RM 100,000

RM 100,001 to RM 150,000

RM 150,001 to RM 200,000

RM 200,001 to RM 250,000		  1

RM 250,001 to RM 300,000		  1

RM 300,001 to RM 350,000		  1

RM 350,001 to RM 400,000		  1

SHAREHOLDERS

Dialogue between the Company and Investors

The Chairman and Executive Directors hold occasional briefings with fund managers and investors to 

explain the Group’s strategy, performance and major developments.

Annual General Meeting

At each Annual General Meeting, the Board presents the performance of the Group and all questions posed 

by shareholders to the Board during the Question and Answer session have been answered satisfactorily.

Apart from the Company’s Annual General Meetings and Annual Reports, the Company discloses 

information to its shareholders by way of quarterly announcements on the Company’s and the Group’s 

financial performance. Other public announcements are being made through the Company’s website 

and Bursa Securities from time to time on significant matters affecting the Group.
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ACCOUNTABILITY AND AUDIT

Financial Reporting

In presenting the annual audited financial statements and quarterly announcements of results to 

shareholders, the Directors take responsibility to present a balanced and understandable assessment of the 

Group’s position and prospects. The Audit Committee of the Board assists by scrutinising the information to 

be disclosed, to ensure accuracy and adequacy.

Directors’ Responsibility Statement pursuant to paragraph 15.26 (a) of the Listing 
Requirements

The Directors have a responsibility to present a fair assessment of the Group’s position and prospects through 

its quarterly financial reports released to Bursa Securities and the annual report together with financial 

statements and cash flows for each financial year to shareholders. The Audit Committee assists the Board in 

scrutinizing information for disclosure to ensure accuracy and adequacy.

In preparing the financial statements for the financial year ended 31 December 2009, the Directors have:

•	 Used appropriate and current accounting policies and applied them consistently;

•	 Made judgements and estimates that is reasonable and prudent;

•	 Consider that all applicable approved standards have been followed; and

•	 Confirm that the financial statements have been prepared on a going concern basis.

The Directors are responsible for ensuring that proper accounting records are kept and which disclose with 

accuracy the financial position of the Company and Group so as to comply with the Companies Act, 1965 

and generally accepted accounting practices. They have a general responsibility for taking all steps to 

safeguard the assets of the Company and to prevent and detect fraud and other irregularities.

Internal Control

The Statement on Internal Control set out in this Annual Report provides an overview of the state of internal 

controls within the Group.

Relationship with Auditors

The Audit Committee has direct transparent and appropriate communication with External Auditors in all 

matters relating to the operations of the Group. The role of the Audit Committee is disclosed in this Annual 

Report.
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ADDITIONAL COMPLIANCE INFORMATION

Share Buybacks

The Company did not make any proposal for share buybacks during the financial year ended 31 December 

2009.

Options, Warrants, or Convertible Securities

No options, warrants or convertible securities were issued by the Company during the financial year other 

than the granting of options under Mechmar Employees’ Share Option Scheme as disclosed in this Annual 

Report.

American Depository Receipt (“ADR”) or Global Depository Receipt (“GDR”)

The Company did not sponsor any ADR or GDR programme during the financial year.

Sanctions and/or Penalties

There were no sanctions and/or penalties imposed on the Company and its subsidiaries, directors or 

management by the relevant regulatory bodies during the financial year.

Non-Audit Fees

There were no non-audit fees payable to the external auditors by the Company for the financial year 

ended 31 December 2009.

Variation in Results

During the financial year, no profit estimation, forecast or projection were made or released by the 

Company.

Profit Guarantee

The Company did not issue any profit guarantee during the financial year under review.

Material Contract

There were no material contracts entered into by the Company and/or its subsidiaries involving Directors’ 

and major shareholders’ interests, or relate to loan subsisting as at 31 December 2009 or entered into in the 

financial year ended 31 December 2009.

Revaluation Policy

There was no revaluation policy made or revaluation conducted on its landed properties during the 

financial year.
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Related Party Transaction

The disclosure of the related party transactions transacted by the Company and its subsidiaries during the 

financial year are set out in the Financial Statements.

Corporate Proposal

During the financial year, there was no corporate proposal entered by the Company.

Corporate Social Responsibility

Mechmar acknowledge its corporate social responsibility (“CSR”) towards its employees, the community, 

various stakeholders and the environment and continues to promote for better business environment, 

human resource development and employees welfare. The Company also encourage and support its 

employees in voluntary and charitable activities.

The CSR activities and practices undertaken by the Company and its subsidiaries during the financial year 

ended 31 December 2009 include:

Work Place

•	 Employee training and development programmes

•	 Seminar and conferences

•	 Sponsorship of company social events

•	 Gratuity benefit and group insurance

•	 Education grant for eligible employees

•	 Health and safety awareness briefings to production staffs

•	 Compliant with Occupational Safety and Health, Act 1994 requirements

Community

•	 Graduates internship training scheme

•	 Graduates job placement scheme

•	 Blood donation campaigns

•	 Donations to natural disaster funds and charitable organisations

Market Place

•	 ISO 9001 : 2000 quality management system certification

•	 Federation of Malaysian Manufacturers membership

•	 Quality products in compliance with environmental legislation and safety requirements

•	 Products and technical trainings for agents, dealers and customers

Environment

•	 Promote waste management or waste recycling projects

•	 Conservation on water, energy, papers and other resources consumption

•	 Products assessment on impact to environment and pollution

•	 Develop products that will use renewable energy for carbon credit exchange

Mechmar’s commitment in CSR activities will be an ongoing effort and the Board of Directors’ will continue to 

develop and implement various CSR activities in line with the CSR Framework provided by Bursa Securities.
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Statement On Internal Control

Responsibilities

The Board acknowledges that it is responsible for the internal control system and for reviewing its adequacy 
and integrity. An internal control system is designed to manage, rather than eliminate the risk of failure 
to achieve corporate objectives and can only provide reasonable and not absolute assurance against 
material misstatement or loss.

The Board maintains full control and direction over strategic, financial, organizational and compliance 
issues and it has broad overview on the risk and control policies of the Group. It has delegated to top senior 
management the implementation of an internal control system and processes.

The Internal Auditor regularly review the process. They are accountable to the Audit Committee for 
monitoring the Company’s internal control system.

Independence of the Internal Auditor and Audit Committee

The Audit Committee includes non-executive members of the Board and provides direction and oversight 
over the internal audit function to enhance its independence from management. The Audit Committee 
meets quarterly to review internal audit findings, discuss risk management plans and ensures that weaknesses 
in control highlighted are appropriately address by management. Senior partners of external auditors are 
present and participate in these meetings. The Audit Committee has access to external auditors and their 
reports and also meets with external auditors to discuss their findings and reports.

Internal audit plans are reviewed and approved by the Audit Committee. The aims of the audit plans are 
to monitor compliance with the Group’s policies and procedures in order to provide assurance on the 
effectiveness of the Group’s internal control, policies and procedures. A follow-up review on previous audit 
reports was carried out to ensure that appropriate actions have been implemented to address control 
weaknesses highlighted. Some internal control weaknesses were highlighted during the financial year, all of 
which have either been appropriately addressed or remedial action plans are being implemented.

Reporting and Review

The Group has in place a management reporting process whereby financial information is generated and 
reviewed by senior management and the Board on a timely basis. Performance and results are monitored 
on a monthly basis against budget and results of corresponding period of prior year, with major variances 
explained and appropriate action taken or plans put in place.

The Executive Board meets with the local senior management every two months to discuss and resolve key 
operational, financial, personnel and other key management issues. Significant issues are highlighted and 
discussed at Board meetings.

In year 2007, the Board has initiated the key performance indicators (“KPI”) model with approved set 
targets to provide the framework for empowered senior management teams within the Group for effective 
monitoring of business strategies and operational plans. Actual financial and operational results are reviewed 
every two months against the pre-determined KPIs of each business units where significant variances are 
identified and reported with appropriate explanations to the Management Committees and if necessary, 
highlighted to the Board for deliberation and appropriate management actions.

The KPI system will be used as the primary guide to monitor Group budget and performance management 

systems, which will be continually refined and enhanced to reflect the changing business circumstances.
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Risk Management

The Board confirms that there is an on-going process for identifying, evaluating and managing significant 

risks faced by the Group. This was in place since October 2001 and up to the date of approval of the annual 

report and financial statements. Risk management is an integral part of our business operations and this 

process goes through a review process by the Board. Various risk workshops have been conducted during 

the year involving different levels of management to identify and address risks faced by the Group. The 

annual plans for the lines of businesses of the Group include identification of significant risks and mitigating 

action plans.

Budgeting Process and Forecasting

A detail budgeting process is in place where operating units prepare budgets for the following year and are 

approved by local management, heads of business units and the Board.

The Company has also in place 3 years cashflow forecasts of the financial resources for the optimum 

management of these financial resources of the Group.

Internal Control Policies and Procedures

Clearly documented internal control policies and procedures are set out in the Group Procedures and 

Accounting Policies and a series of Operating Instructions and Quality Manuals. These policies and 

procedures provide a consistent set of operating standards based upon worldwide experience and best 

practices and is used as a reference and guide by the MechMar Group. These procedures are subject 

to regular reviews, updates and continuous improvements to reflect the changing risks and operational 

shortcomings that arises from changed circumstances, regulations and the market place.

Employee Competency

Continuous staff training and development are emphasized to enhance and improve employee 

competencies and proficiencies. This is implemented through a combination of on-the-job training, 

classroom training courses (external and internal), individual development plans and management 

development training programs.

Assurance

The Board remains committed towards operating a sound system of internal control and therefore  

recognizes that the system must continuously evolve to support the Company’s operations.

This statement is made in accordance with a resolution of the Board of Directors dated 29 April 2010.

Statement On Internal Control
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Employees’ Share Option Scheme

The Employees’ Share Option Scheme (“the Scheme”) was approved by members of the Company at an 

Extraordinary General Meeting held on 30 June 2004. The Scheme was implemented on 11 September 2004 

for a period of 5 years and has expired on 10 September 2009.

There were no options offered and exercised during the financial year 2009. There were also no options 

exercised by non-executive directors in respect of the financial year 2009.

Name of Director			O   ptions offered	O ptions exercised

					     2008	 2009	 2008	 2009

					     (balance	 (balance 

					     b/f from	 b/f from

					     year 2007)	 year 2008)

Ahmad @ Misron Bin Yusof		  400,000	 400,000	 -	 -

Qua Kiat Seng			   -	 -	 -	 -

Total					     400,000	 400,000	 -	 -
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financial statements 

DIRECTORS’ REPORT

The directors of MECHMAR CORPORATION (MALAYSIA) BERHAD hereby submit their report and the financial 

statements of the Group and of the Company for the financial year ended 31st December, 2009.

PRINCIPAL ACTIVITIES

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

all its subsidiary companies.

The Group is principally engaged in the following core activities:

•	 Manufacture, marketing and installation of industrial boilers, burners, steam generating plant, vessels, 

fabrication and associated product support activities;

•	 Retailing of solar-heaters and retailing and leasing of ice machines; and

•	 Investment holding.

Other than the operations of a power plant which has been taken over by a Provisional Liquidator as 

disclosed in Note 42 to the Financial Statements, there has been no significant change in the nature of the 

activities of the Group and of the Company during the financial year.

SIGNIFICANT EVENTS

Significant events are disclosed in Note 42 to the Financial Statements.

RESULTS OF OPERATIONS

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

					T     he Group	T he Company

					      RM	 RM

Loss before tax	 		  (12,054,317)	 (4,741,812)

Income tax credit			   117,380	 467,237

Loss for the year			   (11,936,937)	 (4,274,575)

In the opinion of the directors, the results of operations of the Group and of the Company during the financial 

year have been substantially affected by the events mentioned in Note 42 to the Financial Statements. As 

a result thereof, as mentioned in Note 15 to the Financial Statements, the Group ceased consolidating the 

results of a subsidiary company, Independent Power Tanzania Limited (“IPTL”), on 15th December, 2008 

following its loss of control and the loss of the power to govern the financial and operating policies of IPTL. 

In 2008, IPTL contributed approximately RM18.2 million of the net profit of the Group.

DIRECTORS’ REPORT
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DIVIDENDS

No dividend has been paid or declared by the Company since the end of the previous financial year. The 

directors also do not recommend any dividend payment in respect of the current financial year as the 

Company does not have any profit available for distribution as dividend.

RESERVES AND PROVISIONS

There were no material transfers to or from reserves or provisions during the financial year other than those 

disclosed in the financial statements.

ISSUE OF SHARES AND DEBENTURES

The Company has not issued any shares or debentures during the current financial year.

SHARE OPTIONS

The main features of the Company’s Executive Share Option Scheme (“ESOS”), which became effective 

on 11th September, 2004 and expired during the current financial year on 11th September, 2009, were as 

follows:

(a)	 The maximum number of shares which may be made available under the ESOS shall not exceed 15% 

of the issued share capital of the Company at the date of offer;

(b)	 Eligible employees are confirmed employees with at least one (1) year of service as of the date of 

offer, including directors who are in service for at least one (1) year at the date of offer;

(c)	 The number of shares allocated, in aggregate, to eligible directors and senior management shall not 

exceed 50% of the total shares available under the ESOS. In addition, not more than 10% of the total 

shares available under the ESOS shall be allocated to any individual eligible person, either singly or 

collectively through persons connected with the eligible person, who holds 20% or more in the total 

issued share capital of the Company;

(d)	 The actual number of shares granted to an eligible person shall not be less than 100 shares and shall 

always be in multiples of 100 shares;

(e)	 The option is non-assignable, non-transferable, non-chargeable and non-disposable in any manner 

whatsoever;

(f)	 An eligible non-executive director shall not sell, transfer or assign the shares obtained through the 

exercise of the options offered to him within one (1) year from the date of offer;

(g)	 The option price shall be based on the 5-day weighted average market price of the shares at the 

time the option is offered with a discount of not more than 10%, if deemed appropriate, provided 

that the exercise price shall not be less than the par value of the shares. The option price was fixed 

at RM1.00 per share; and
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(h)	 The new shares to be allocated upon any exercise of options shall, upon allotment and issue, rank 

pari passu in all respects with the then existing shares of the Company.

The movements of number of options pursuant to the ESOS during the financial year are as follows:

					N     o. of options of ordinary shares of RM1 each

	E xercise	 Balance				    Balance

	 price per	 as of				    as of

Exercisable from	 share	 1.1.2009	G ranted	 Exercised	 Expired	 31.12.2009

11.9.2004	 1.00	 17,955,000	 -	 -	 (17,955,000)	 -

No shares were issued during the current financial year by virtue of any option to take up unissued shares 

of the Company.

OTHER STATUTORY INFORMATION

Before the income statements and balance sheets of the Group and of the Company were made out, the 

directors took reasonable steps:

(a)	 to ascertain that proper action had been taken in relation to the writing off of bad receivables and 

the making of allowance for doubtful receivables, and have satisfied themselves that all known 

bad receivables had been written off and that adequate allowance had been made for doubtful 

receivables; and

(b)	 to ensure that any current assets which were unlikely to realise their book values in the ordinary 

course of business had been written down to their estimated realisable values.

As mentioned in Note 42 to the Financial Statements, on 16th December, 2008, the Group lost control 

over the power to govern the financial and operating policies of Independent Power Tanzania Limited 

(“IPTL”) following the appointment of a Provisional Liquidator. Accordingly, the Group ceased consolidating 

the results of IPTL from the said date and as of 31st December, 2009, the carrying value of the Group’s 

investment in this non-consolidated subsidiary company amounted to RM195,826,942.

As mentioned in Note 15 to the Financial Statements, IPTL filed a legal claim on 15th November, 2008 against 

the Government of Tanzania (“GOT”) through the American Court in accordance with the Guarantee 

that has been given by the GOT. The American Court has directed that the case be arbitrated in the 

International Court of Settlement of Investment Disputes (“ICSID”).

The realisation of the carrying value of the Group’s and the Company’s Investment in Non-Consolidated 

Subsidiary Company amounting to RM195,826,942 and RM151,092,658 respectively as of 31st December, 

2009 will be dependent upon the successful resolution of IPTL’s dispute with its power purchaser, Tanzania 

Electric Supply Company Limited (“TANESCO”), at the ICSID hearing on a date to be scheduled.

While the outcome of these legal remedies has not been fully adjudicated, the directors of the Company 

are confident of the recovery of the amount owing by TANESCO on the basis as stated in Note 15 to the 

Financial Statements.
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Consequent to the aforesaid non-payment from TANESCO, IPTL has not made significant repayments since 

the beginning of year 2008 in respect of a term loan amounting to RM367.8 million (equivalent to US$105.7 

million). As mentioned in Note 42 to the Financial Statements, on 3rd February, 2009, the lender exercised 

its lien over the Company’s shares in IPTL and appointed a Receiver & Manager over these said shares. As 

such, the Company also lost control to govern the on-going legal proceedings against TANESCO and the 

Government of Tanzania in the capacity of a shareholder of IPTL.

Following the above events, on 3rd March, 2009, the Company announced that it is an affected issuer 

under the Practice Note No. 17/2005 (“Amended PN 17”) criteria of Bursa Malaysia Securities Berhad (“Bursa 

Malaysia”). The Group and the Company were required to submit a financial regularisation plan to Bursa 

Malaysia by 2nd October, 2009, but the submission was subsequently extended to 8th June, 2010. As of the 

date of this report, the Company is in the process of finalising the formulation of a corporate restructuring 

plan with all its lenders to regularise its financial condition.

As of 31st December, 2009, the Group’s current liabilities exceeded current assets by RM101,169,275.

While the Group has generated a net cash flow from operating activities of RM2.4 million during the year, 

these cash flows were inadequate to rectify the principal repayments defaulted in the previous financial 

years as well as to meet the additional principal and interest repayments that fall due during the current 

financial year.

In view of the cashflow constraints and the various defaults within the Group and the Company, the 

Company had in prior years, obtained the necessary rescheduling and/or forbearance of the loans 

outstanding in accordance with the projected cashflows of the Group and disposals of the underlying 

securities to various borrowings with the approval of the bankers, and is also actively seeking for buyers for 

non-core subsidiary companies, and putting in place policies which minimise the tying up of working capital 

in inventories and receivables so as to ensure continued operations of the Group and of the Company in 

the ordinary course of business.

Consequent to the Company being placed under PN17 status, the Company is in the process of formulating 

a corporate restructuring plan which will include, among others, a further restructuring of the Group’s 

borrowings with all its lenders.

Therefore, in preparing the financial statements, the directors have given careful consideration to the 

corporate restructuring plan that is being formulated and the future liquidity of the Group and of the 

Company and are satisfied that it is appropriate to prepare the financial statements of the Group and 

of the Company on a going-concern basis. This going-concern basis underlying the preparation of the 

financial statements presumes, among others, the formulation and the successful implementation of the 

said corporate restructuring plan, the Group’s and the Company’s ability to uphold their restructured debts 

and investment disposal plans, to seek indulgence to defer those defaulted interest repayments, and to 

obtain continued financial support from the creditors and shareholders and, accordingly, the realisation of 

assets and the settlement of liabilities will occur in the ordinary course of business.

Other than as stated in the preceding paragraphs, the directors are not aware of any circumstances:

(a) 	 which would render the amount written off for bad receivables or the amount of the allowance for 

doubtful receivables in the financial statements of the Group and of the Company inadequate to 

any substantial extent; or
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(b)	 which would render the values attributed to current assets in the financial statements of the Group 

and of the Company misleading; or

(c)	 which have arisen which render adherence to the existing method of valuation of assets or liabilities 

of the Group and of the Company misleading or inappropriate; or

(d)	 not otherwise dealt with in this report or financial statements which would render any amount stated 

in the financial statements of the Group and of the Company misleading.

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

(a)	 any charge on the assets of the Group and of the Company which has arisen since the end of the 

financial year which secures the liability of any other person; or

(b)	 any contingent liability of the Group and of the Company which has arisen since the end of the 

financial year.

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, in the opinion of the directors, will or may 

substantially affect the ability of the Group and of the Company to meet their obligations as and when 

they fall due.

In the opinion of the directors, no item, transaction or event of a material and unusual nature has arisen 

in the interval between the end of the financial year and the date of this report which is likely to affect 

substantially the results of operations of the Group and of the Company for the succeeding financial year.

DIRECTORS

The following directors served on the Board of the Company since the date of the last report:

Dato’ Tan Kean Wan

Datuk Baharuden bin Abd. Majid

Ahmad @ Misron bin Yusof

Loh Kiat Loon

Qua Kiat Seng

Tan Keng Boon

Isaac Daniel (appointed on 24.6.2009)

In accordance with Article 99 of the Company’s Articles of Association, Mr. Tan Keng Boon and Mr. Qua Kiat 

Seng retire by rotation at the forthcoming Annual General Meeting and, being eligible, offer themselves for 

re-election.

Mr. Isaac Daniel, who was appointed to the Board since the last Annual General Meeting, retires under 

Article 104 of the Company’s Articles of Association and, being eligible, offers himself for re-election.
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DIRECTORS’ INTEREST

The shareholdings in the Company of those who were directors at the end of the financial year, as recorded 

in the Register of Directors’ Shareholdings kept by the Company under Section 134 of the Companies Act, 

1965 are as follows:

					N     o. of ordinary shares of RM1 each

					     Balance at			   Balance at

					     1.1.2009	 Bought	S old	 31.12.2009

Dato’ Tan Kean Wan

   Direct interest			   2,959,700	 -	 -	 2,959,700

   Deemed interest through:

      - Mekmore Sdn. Bhd.		  25,999,600	 2,161,500	 -	 28,161,100

      - Players Trading Co. Ltd.	 791,000	 -	 -	 791,000

      - Overseas Ice Factory (KL) Sdn. Bhd.	 1,515,500	 -	 (1,515,500)	 -

      - Crest Investment (Pte.) Ltd.	 646,000	 -	 (646,000)	 -

      - Connected persons		  616,000	 -	 -	 616,000

Tan Keng Boon *

   Direct interest			   152,000	 -	 -	 152,000

   Deemed interest through:

   - Connected person		  65,000	 -	 -	 65,000

Datuk Baharuden bin Abd. Majid

   Direct interest			   5,110,000	 -	 -	 5,110,000

*	 Mr. Tan Keng Boon is the son of Dato’ Tan Kean Wan.

All the abovenamed directors are deemed to have beneficial interest in the shares of all the subsidiary 

companies by virtue of their deemed interest in the shares of the Company.

None of the other directors have any interest in the shares of the Company or its subsidiary companies 

during and at the end of the financial year.

DIRECTORS’ BENEFITS

Since the end of the previous financial year, none of the directors of the Company has received or become 

entitled to receive any benefit (other than the benefits included in the aggregate amount of directors’ 

emoluments received or due and receivable by the directors or the fixed salaries as full-time employees of 

the Company as disclosed in the financial statements) by reason of a contract made by the Company or a 

related corporation with the director or with a firm of which he is a member or with a company in which he 

has a substantial financial interest except for any benefit that might have arisen by virtue of the transactions 

with companies in which certain directors of the Company are also directors or have interests as mentioned 

in Note 24 to the Financial Statements.
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During and at the end of the financial year, no arrangement subsisted to which the Company was a party 

whereby directors of the Company might acquire benefits by means of the acquisition of shares in, or the 

debentures of, the Company or any other body corporate except for options granted to the directors 

pursuant to the Executive Share Option Scheme of the Company, as follows:

					N     o. of ordinary shares of RM1 each

	 Balance at				    Balance at

	 1.1.2009	 Granted	E xercised	E xpired	 31.12.2009

Dato’ Tan Kean Wan	 1,200,000	 -	 -	 (1,200,000)	 -

Datuk Baharuden bin Abd. Majid	 1,000,000	 -	 -	 (1,000,000)	 -

Ahmad @ Misron bin Yusof	 400,000	 -	 -	 (400,000)	 -

Loh Kiat Loon	 800,000	 -	 -	 (800,000)	 -

Tan Keng Boon	 800,000	 -	 -	 (800,000)	 -

AUDITORS

The auditors, Messrs. Deloitte KassimChan, have indicated their willingness to continue in office.

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

_____________________________________

DATO’ TAN KEAN WAN

_____________________________________

DATUK BAHARUDEN BIN ABD. MAJID

Shah Alam,

29th April, 2010

DIRECTORS’ REPORT
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF 
MECHMAR CORPORATION (MALAYSIA) BERHAD
(Incorporated in Malaysia)

Report on the Financial Statements

We were engaged to audit the financial statements of MECHMAR CORPORATION (MALAYSIA) BERHAD, 

which comprise the balance sheets as of 31st December, 2009 of the Group and of the Company, and the 

income statements, statements of changes in equity and cash flow statements of the Group and of the 

Company for the financial year then ended, and a summary of significant accounting policies and other 

explanatory notes, as set out on pages 35 to 101.

Directors’ Responsibility for the Financial Statements

The directors of the Company are responsible for the preparation and fair presentation of these financial 

statements in accordance with the Financial Reporting Standards and the Companies Act, 1965 in Malaysia. 

This responsibility includes: designing, implementing and maintaining internal control relevant to the 

preparation and fair presentation of financial statements that are free from material misstatement, whether 

due to fraud or error; selecting and applying appropriate accounting policies; and making accounting 

estimates that are reasonable in the circumstances.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit and to report our 

opinion to you, as a body, in accordance with Section 174 of the Companies Act, 1965 and for no other 

purpose. We do not assume responsibility towards any other person for the contents of this report.

Except for the limitation of scope as discussed in the bases for disclaimer of opinion paragraphs, we 

conducted our audit in accordance with approved standards on auditing in Malaysia. Those standards 

require that we comply with ethical requirements and plan and perform the audit to obtain reasonable 

assurance whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 

in the financial statements. The procedures selected depend on the auditors’ judgement, including the 

assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 

In making those risk assessments, the auditors consider internal control relevant to the entity’s preparation 

and fair presentation of the financial statements 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.

Because of the matters described in the Bases for Disclaimer of Opinion paragraphs, we were not able to 

obtain sufficient appropriate audit evidence to provide a basis for an opinion.
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF 
MECHMAR CORPORATION (MALAYSIA) BERHAD
(Incorporated in Malaysia)

Bases for Disclaimer of Opinion

As mentioned in Note 15 to the Financial Statements, the net profit of a foreign subsidiary company, 

Independent Power Tanzania Limited (“IPTL”), of RM18.2 million for the period 1st January, 2008 to 15th 

December, 2008, has been consolidated with those of the Group based on unaudited management 

financial statements as the Company lost control over the power to govern the financial and operating 

policies of IPTL following the appointment of a Provisional Liquidator on 16th December, 2008. We are unable 

to ascertain the possible adjustments, if any, that might be required to be made to the carrying value of 

the Investment in Non-Consolidated Subsidiary Company and the corresponding accumulated losses of 

the Group had the directors of the Company been able to obtain the audited financial statements of IPTL 

from the Provisional Liquidator.

Also, as mentioned in Note 15 to the Financial Statements, the directors of the Company believe that no 

provision for impairment loss for its investment in non-consolidated subsidiary company, IPTL, with a carrying 

value of RM195.8 million and RM151.1 million for the Group and the Company respectively (inclusive of 

advances of RM152.4 million for the Group and the Company) is necessary, as IPTL still has net assets of 

RM103.1 million as of 15th December, 2008 based on its unaudited management financial statements. We 

are unable to obtain sufficient documentary evidence to satisfy ourselves that no provision for impairment 

loss is necessary as IPTL has been placed under a Provisional Liquidator as mentioned in Note 42 to the 

Financial Statements and the outcome of the dispute with Tanzania Electric Supply Company Limited, 

involving an amount owing to IPTL of RM290.3 million (equivalent to US$83.4 million) which formed part of its 

net assets as mentioned in the foregoing is presently not determinable as more fully explained under Note 

15 to the Financial Statements.

As mentioned in Note 42 to the Financial Statements, during the current financial year, the Company 

became an affected listed issuer pursuant to the amendments to the Listing Requirements of Bursa 

Malaysia Securities Berhad in relation to Practice Note 17/2005 (“Amended PN 17”). In addition, as of 31st 

December, 2009 the Group’s current liabilities exceeded current assets by RM101,169,275 and the Group 

has defaulted in the payment of certain bank borrowings amounting to RM49,464,000 as of 31st December, 

2009 as mentioned in Note 30 to the Financial Statements. The foregoing matters cast significant doubt 

as to the Group’s ability to meet its liabilities as they fall due. However, the financial statements of the 

Group and of the Company have been drawn up on the basis of accounting principles applicable to 

a going-concern. This going-concern basis presumes, amongst others, that the directors will be able to 

formulate and successfully implement a Corporate Restructuring Plan pursuant to the listing requirements 

of Bursa Malaysia Securities Berhad, uphold their restructured debts and to dispose of investments, to seek 

indulgence to defer those defaulted interest repayments, and to obtain continued financial support from 

the creditors and shareholders. Should these assumptions be negated, the preparation of the financial 

statements on a going-concern basis may no longer be appropriate and adjustments would be required to 

be made to the carrying value of assets to recoverable/realisable amounts, to provide for further liabilities 

that may arise and to reclassify all fixed and non-current assets and all non-current liabilities as current assets 

and current liabilities, respectively.

Disclaimer of Opinion

Because of the significance of the matters and the material uncertainties which impact the Group’s and 

the Company’s ability to operate as going-concern as discussed in the Bases for Disclaimer of Opinion 

paragraphs, we do not express an opinion on the financial statements of the Group and of the Company 

for the year ended 31st December, 2009.
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Report on Other Legal and Regulatory Requirements

In accordance with the requirements of the Companies Act, 1965 in Malaysia, we also report the 

following:

(a)	 In our opinion, the accounting and other records and the registers required by the Act to be kept by 

the Company and its subsidiary companies of which we have acted as auditors have been properly 

kept in accordance with the provisions of the Act.

(b)	 We have considered the financial statements and auditors’ reports of subsidiary companies of which 

we have not acted as auditors, as shown in Note 15 to the Financial Statements, being financial 

statements that have been included in the consolidated financial statements.

(c)	 Except for the matters as discussed in the bases for disclaimer of opinion paragraphs, we are 

satisfied that the financial statements of the subsidiary companies that have been consolidated 

with the financial statements of the Company are in form and content appropriate and proper for 

the purpose of the preparation of the financial statements of the Group, and we have received 

satisfactory information and explanations as required by us for these purposes.

(d)	 The auditors’ reports on the financial statements of the subsidiary companies did not contain any 

qualification or any adverse comment made under Sub-section (3) of Section 174 of the Act.

DELOITTE KASSIMCHAN

AF 0080

Chartered Accountants

YEE YOON CHONG

Partner - 1829/07/11 (J)

Chartered Accountant

29th April, 2010
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INCOME STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2009

					T     he Group	T he Company

						      2009	 2008	 2009	 2008

					N     ote (s)	  RM	 RM 	 RM 	  RM

Revenue				    5 & 6	 64,601,897	 167,032,093	 3,916,346	 3,217,526

Cost of sales					     (55,089,778)	 (49,927,049)	 -	 -

Gross profit					     9,512,119	 117,105,044	 3,916,346	 3,217,526

Interest income			   7	 3,165	 20,002	 187,759	 232,967

Other income			   8	 5,165,226	 12,475,837	 2,271,953	 9,924,570

Distribution costs				    (729,006)	 (1,525,025)	 -	 -

Administrative expenses			   (7,106,887)	 (58,002,473)	 (3,199,830)	 (3,214,825)

Finance costs				   10	 (4,835,597)	 (25,926,426)	 (4,473,346)	 (2,039,365)

Share in profit of associated 

   companies					     21,597	 7,885	 -	 -

Other expenses			   8	 (14,084,934)	 (10,081,377)	 (3,444,694)	 (953,300)

(Loss)/Profit before tax			   (12,054,317)	 34,073,467	 (4,741,812)	 7,167,573

Income tax credit/ (expense)	 11	 117,380	 (14,585,731)	 467,237	 (481,000)

(Loss)/Profit for the year			   (11,936,937)	 19,487,736	 (4,274,575)	 6,686,573

Attributable to:

   Equity holders of the Company		  (11,936,937)	 14,058,344

   Minority interest				    -	 5,429,392

						      (11,936,937)	 19,487,736

(Loss)/Earnings per ordinary share	 12	 (7.98 sen)	 9.39 sen

The accompanying Notes form an integral part of the Financial Statements.
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BALANCE SHEETS
AS OF 31ST DECEMBER, 2009

					T     he Group	T he Company

						      2009	 2008	 2009	 2008

					N     ote (s)	  RM	 RM 	 RM 	  RM

ASSETS

Non-current Assets

Property, plant and equipment	 13	 6,412,587	 7,712,962	 176,813	 287,120

Prepaid lease payments on 

   leasehold land			   14	 297,836	 406,978	 -	 96,962

Investments in subsidiary 

   companies				    15	 -	 -	 51,848,717	 54,842,035

Investment in non-consolidated

   subsidiary company		  15	 195,826,942	 195,826,942	 151,092,658	 151,092,658

Investments in associated 

   companies				    16	 23,290	 4,042	 476	 476

Other investments			   17	 1,616,708	 1,662,161	 1,616,708	 1,616,708

Trade receivables

   - non-current portion		  18	 4,113,031	 7,656,201	 -	 -

Goodwill on consolidation		  19	 48,130	 48,130	 -	 -

Deferred tax assets			   20	 -	 660,909	 -	 -

Total Non-Current Assets			   208,338,524	 213,978,325	 204,735,372	 207,935,959

Current Assets

Inventories				    21	 11,837,577	 21,595,000	 -	 -

Property development costs	 22	 2,994,544	 3,486,435	 -	 -

Trade receivables			   18	 17,622,627	 21,919,917	 -	 -

Hire-purchase, lease and share 

   financing receivables		  23	 28,943	 61,924	 -	 -

Other receivables, deposits 

   and prepayments			   24 & 25	 4,509,517	 4,503,581	 2,392,898	 1,422,023

Amount owing by subsidiary companies	 15	 -	 -	 24,514,142	 24,809,444

Amount owing by associated 

   company				    16	 259,828	 256,808	 259,828	 256,808

Short-term deposits and fixed 

   deposits with licensed banks	 26	 574,562	 385,576	 68,615	 68,493

Cash and bank balances			   6,431,389	 7,208,401	 455,903	 800,984

						      44,258,987	 59,417,642	 27,691,386	 27,357,752

Non-current assets classified 

   as held for sale			   27	 -	 175,795	 -	 -

Total Current Assets	 			   44,258,987	 59,593,437	 27,691,386	 27,357,752

Total Assets	 				    252,597,511	 273,571,762	 232,426,758	 235,293,711



Mechmar Corporation (Malaysia) Berhad
Annual Report 2009 37

Mechmar Corporation (Malaysia) Berhad
Annual Report 2009

financial statements 
BALANCE SHEETS
AS OF 31ST DECEMBER, 2009

					T     he Group	T he Company

						      2009	 2008	 2009	 2008

					N     ote (s)	  RM	 RM 	 RM 	  RM

EQUITY AND LIABILITIES

Capital and reserves

Issued capital				   28	 149,646,000	 149,646,000	 149,646,000	 149,646,000

Reserves				    29	 (43,994,279)	 (34,165,029)	 (79,699,252)	 (75,424,677)

Equity attributable to equity

   holders of the company			   105,651,721	 115,480,971	 69,946,748	 74,221,323

Minority interest				    -	 466	 -	 -

Total Equity					     105,651,721	 115,481,437	 69,946,748	 74,221,323

Non-Current and Deferred Liabilities

Long-term borrowings		  30	 806,642	 706,864	 -	 -

Hire-purchase payables		  31	 191,748	 365,524	 -	 -

Deferred tax liabilities		  20	 519,138	 546,899	 -	 -

Total Non-Current and 

   Deferred Liabilities				   1,517,528	 1,619,287	 -	 -

Current Liabilities

Trade payables			   32	 13,592,904	 17,120,202	 -	 -

Other payables and 

   accrued expenses			  24 & 33	 38,944,364	 39,376,816	 30,920,180	 29,828,395

Provisions				    34	 40,517,350	 38,129,614	 34,558,503	 32,920,380

Amount owing to contract customers	 35	 7,198,881	 13,101,051	 -	 -

Portion of long-term borrowings

   due within one year		  30	 6,229,336	 7,295,409	 1,336,526	 1,635,749

Bank borrowings			   36	 36,132,668	 36,323,031	 25,516,208	 25,911,490

Hire-purchase payables		  31	 61,866	 144,181	 -	 -

Amount owing to subsidiary 

   companies				    15	 -	 -	 70,148,593	 70,076,374

Amount owing to directors		  37	 2,420	 832,420	 -	 700,000

Tax liabilities					     2,748,473	 4,148,314	 -	 -

Total Current Liabilities			   145,428,262	 156,471,038	 162,480,010	 161,072,388	

Total Liabilities				    146,945,790	 158,090,325	 162,480,010	 161,072,388	

Total Equity and Liabilities	 		  252,597,511	 273,571,762	 232,426,758	 235,293,711

The accompanying Notes form an integral part of the Financial Statements.
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STATEMENTS OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31ST DECEMBER, 2009

	N on-Attributable		A  ttributable

	 distributable	D istributable	 to equity

	 reserves	 reserves	 holders

	 Issued	S hare	T ranslation	 Accumulated	T otal	 of the	 Minority	T otal

The Group	 capital	 premium	 reserve	 losses	 reserves	C ompany	 interest	 equity

	 RM	 RM	 RM	 RM	 RM	 RM	 RM	 RM

Balance as of

   1st January, 2008	 149,646,000	 22,605,288	 (26,187,806)	 (47,642,286)	 (51,224,804)	 98,421,196	 23,718,571	 122,139,767

Total recognised

   income

   and expenses

   - Profit for the year	 -	 -	 -	 14,058,344	 14,058,344	 14,058,344	 5,429,392	 19,487,736

Foreign exchange

   translation difference	 -	 -	 3,001,431	 -	 3,001,431	 3,001,431	 (2,023,766)	 977,665

Cessation of 

   consolidation of a 

   subsidiary company 

   (Note 15)	 -	 -	 -	 -	 -	 -	 (27,123,731)	 (27,123,731)

Balance as of

   31st December, 

   2008	 149,646,000	 22,605,288	 (23,186,375)	 (33,583,942)	 (34,165,029)	 115,480,971	 466	 115,481,437

Balance as of

   1st January, 2009	 149,646,000	 22,605,288	 (23,186,375)	 (33,583,942)	 (34,165,029)	 115,480,971	 466	 115,481,437

Total recognised 

   income and 

   expenses

   - Loss for the year	 -	 -	 -	 (11,936,937)	 (11,936,937)	 (11,936,937)	 -	 (11,936,937)

Adjustment for 

   disposal of 

   foreign subsidiary 

   companies (Note 15)	 -	 -	 2,107,687	 -	 2,107,687	 2,107,687	 (466)	 2,107,221

Balance as of

   31st December, 

   2009	 149,646,000	 22,605,288	 (21,078,688)	 (45,520,879)	 (43,994,279)	 105,651,721	 -	 105,651,721

The accompanying Notes form an integral part of the Financial Statements.
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STATEMENTS OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31ST DECEMBER, 2009

	 	N on-Attributable	D istributable

		  distributable	 reserves-

	I ssued	 reserves-	A ccumulated	T otal	T otal

The Company	 capital	 share premium	 losses	 reserves	 equity

	 RM	 RM	 RM	 RM	 RM

Balance as of 1st January, 2008	 149,646,000	 22,605,288	 (104,716,538)	 (82,111,250)	 67,534,750

Total recognised income and

expenses - Profit for the year	 -	 -	 6,686,573	 6,686,573	 6,686,573

Balance as of 31st December, 2008	 149,646,000	 22,605,288	 (98,029,965)	 (75,424,677)	 74,221,323

Balance as of 1st January, 2009	 149,646,000	 22,605,288	 (98,029,965)	 (75,424,677)	 74,221,323

Total recognised income and

expenses - Loss for the year	 -	 -	 (4,274,575)	 (4,274,575)	 (4,274,575)

Balance as of 31st December, 2009	 149,646,000	 22,605,288	 (102,304,540)	 (79,699,252)	 69,946,748

The accompanying Notes form an integral part of the Financial Statements.
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					      The Group 	  The Company

					     2009	 2008	 2009	 2008

					      RM	 RM 	 RM 	  RM

CASH FLOWS FROM/(USED IN) 

   OPERATING ACTIVITIES

(Loss)/Profit for the year		  (11,936,937)	 19,487,736	 (4,274,575)	 6,686,573

Adjustments for:

Income tax (credit)/expense recognised 

   in income statements		  (117,380)	 14,585,731	 (467,237)	 481,000

Finance costs			   4,835,597	 25,926,426	 4,473,346	 2,039,365

Loss/(Gain) on disposal of:

   Investment in subsidiary companies	 2,565,598	 (1,692)	 293,318	 -

   Investment in associated company	 -	 504,085	 -	 500,000

Provision for:

   Specific contract costs (net)	 1,990,444	 2,482,547	 -	 -

   Corporate guarantee		  1,638,123	 -	 1,638,123	 -

   Completed contracts		  1,251,006	 -	 -	 -

   Retirement benefits (net)	 202,626	 370,141	 -	 -

   Warranty (net)			   33,948	 289,233	 -	 -

Allowance for doubtful receivables	 1,006,284	 194,400	 857,114	 -

Depreciation of property, 

   plant and equipment		  623,475	 29,016,074	 42,033	 58,375

Impairment loss on:

Development property		  491,891	 -	 -	 -

Goodwill on consolidation	 -	 3,385,813	 -	 -

Unrealised loss/(gain) on foreign exchange	 175,334	 (335,841)	 -	 -

Bad receivables written off	 22,400	 331,066	 2,050	 327,597

Amortisation of:

   Prepaid lease payments	 12,490	 58,962	 310	 3,720

   Group land costs			  -	 49,048	 -	 -

   Apartments			   -	 2,536	 -	 -

Inventories written down		  4,000	 48,000	 -	 -

Property, plant and equipment written off	 406	 11,070	 -	 -

Interest income			   (1,481,849)	 (1,162,003)	 (187,759)	 (232,967)

Allowance for doubtful receivables 

   no longer required		  (677,505)	 (151,218)	 (466,000)	 -

Gain on disposal of:

   Property, plant and equipment	 (474,533)	 (36,356)	 (338,596)	 -

   Leasehold land			   (464,262)	 -	 (464,262)	 -

   Non-current assets held for sale	 (154,205)	 -	 -	 -

   Other investments		  -	 (840,385)	 -	 -

Provision no longer required for:

   Retirement benefits		  (264,149)	 -	 -	 -

   Corporate guarantee		  -	 (9,018,000)	 -	 (9,018,000)

   Share in profit of associated companies	 (21,597)	 (7,885)	 -	 -

financial statements 
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CASH FLOW STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2009

					      The Group 	  The Company

					     2009	 2008	 2009	 2008

					      RM	 RM 	 RM 	  RM

Waiver of debts by other payables	 -	 (297,351)	 -	 (225,980)

Dividend income			   -	 -	 (2,271,388)	 (1,850,000)

Allowance for impairment loss on subsidiary 

   companies no longer required	 -	 -	 -	 (149,999)

Operating (Loss)/Profit Before Working 

   Capital Changes			  (738,795)	 84,892,137	 (1,163,523)	 (1,380,316)

Movements in working capital:

(Increase)/Decrease in:

   Inventories			   4,492,444	 4,572,431	 -	 -

   Trade receivables		  4,022,146	 (85,158,453)	 -	 -

   Hire-purchase, lease and

      share financing receivables	 32,981	 40,518	 -	 -

   Amount owing by contract customers	 -	 434,781	 -	 -

   Other receivables, deposits

      and prepayments		  (1,550,011)	 9,301,060	 1,020,027	 (555,001)

   Amount owing by subsidiary companies	 -	 -	 (561,812)	 (1,208,525)

   Amount owing by associated company	 (3,020)	 (479,845)	 (3,020)	 24,239

Increase/(Decrease) in:

   Trade payables			   1,444,700	 (16,519,605)	 -	 -

   Other payables and accrued

   expenses				    3,093,572	 21,066,478	 981,168	 (168,953)

   Provisions				    (2,144,449)	 (2,362,744)	 -	 -

   Amount owing to contract

   customers				   (5,902,170)	 2,272,630	 -	 -

   Amount owing to subsidiary

      companies			   -	 -	 72,219	 4,110,678

Amount owing to directors	 (830,000)	 345,945	 (700,000)	 425,000

Cash Generated From/(Used In) Operations	 1,917,398	 18,405,333	 (354,941)	 1,247,122

Interest received			   1,478,684	 1,142,001	 -	 -

Dividend received			  -	 -	 1,679,000	 1,850,000

Income tax (paid)/refunded (net)	 (1,034,257)	 201,472	 (467,327)	 -

Net Cash Generated From Operating Activities	 2,361,825	 19,748,806	 856,732	 3,097,122
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					T     he Group	T he Company

						      2009	 2008	 2009	 2008

					N     ote	  RM	 RM 	 RM 	  RM

CASH FLOWS FROM INVESTING 

   ACTIVITIES

Proceeds from disposal of:

   Subsidiary company			   3,900,000	 2	 2,700,000	 -

   Property, plant and equipment		  692,248	 61,442	 409,086	 -

   Leasehold land				    560,914	 -	 560,914	 -

   Non-current asset held for sale		  330,000	 -	 -	 -

   Other investments				    -	 1,684,239	 -	 -

Interest received				    3,165	 20,002	 187,759	 232,967

Acquisition of property,

   plant and equipment			   (293,765)	 (449,022)	 (2,216)	 (58,459)

Net Cash Generated From 

   Investing Activities				    5,192,562	 1,316,663	 3,855,543	 174,508

CASH FLOWS USED IN FINANCING 

   ACTIVITIES

Finance costs paid				    (4,724,980)	 (25,926,426)	 (4,362,729)	 (2,039,365)

Repayments of long-term borrowings		  (966,295)	 (1,830,232)	 (299,223)	 (1,196,078)

Net decrease in short-term borrowings		  (396,826)	 (1,765,695)	 (395,282)	 (1,320,000)

Repayments to hire-purchase

and finance lease payables		  (209,593)	 (89,276)	 -	 -

Drawdown of long-term borrowings		  -	 1,345,173	 -	 -

Net Cash Used In Financing Activities		  (6,297,694)	 (28,266,456)	 (5,057,234)	 (4,555,443)

NET INCREASE/ (DECREASE) IN

   CASH AND CASH EQUIVALENTS		  1,256,693	 (7,200,987)	 (344,959)	 (1,283,813)

Effect of exchange rate changes on 

   cash and cash equivalents		  (58,971)	 (60,724)	 -	 -

Reduction in cash and cash 

   equivalents arising from disposal 

   of subsidiary companies/cessation 

   of consolidation				    (2,071,526)	 (597,013)	 -	 -

CASH AND CASH EQUIVALENTS AT

   BEGINNING OF YEAR		  	 7,220,371	 15,079,095	 869,477	 2,153,290

CASH AND CASH EQUIVALENTS AT

   END OF YEAR		  	 40	 6,346,567	 7,220,371	 524,518	 869,477

The accompanying Notes form an integral part of the Financial Statements.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2009

1.	 GENERAL INFORMATION

The Company is a public limited liability company, incorporated and domiciled in Malaysia and 

listed on the Main Board of Bursa Malaysia Securities Berhad.

The principal activities of the Company are investment holding and provision of management 

services to all its subsidiary companies.

The Group is principally engaged in the following core activities:

•	 Manufacture, marketing and installation of industrial boilers, burners, steam generating plant, 

vessels, fabrication and associated product support activities;

•	 Retailing of solar-heaters and retailing and leasing of ice machines; and

•	 Investment holding.

Other than the operations of a power plant which has been taken over by a Provisional Liquidator as 

disclosed in Note 42, there has been no significant change in the nature of the activities of the Group 

and of the Company during the financial year.

Significant events are disclosed in Note 42.

The registered office and principal place of business of the Company is located at No. 1, Jalan 

Perunding U1/17, Seksyen U1, Hicom-Glenmarie Industrial Park, 40150 Shah Alam, Selangor Darul 

Ehsan, Malaysia.

The financial statements of the Group and of the Company have been authorised by the Board of 

Directors for issuance on 29th April, 2010.

2.	 BASIS OF PREPARATION OF FINANCIAL STATEMENTS

The financial statements have been prepared in accordance with the provisions of the Companies 

Act, 1965 and the Financial Reporting Standards in Malaysia.

Standards and Interpretations in issue but not yet effective

At the date of authorisation for issue of these financial statements, the FRSs, Issues Committee 

Interpretations (“IC Interpretation”) and amendments to FRSs and IC Interpretation which were 

issued but not yet effective until future periods are as listed below:

FRS 1	 First-time Adoption of Financial Reporting Standards (Amendments relating to 

cost of an investment in a subsidiary, jointly controlled entity or associate)2

FRS 1	 First-time Adoption of Financial Reporting Standards (Revised in 2010)3

FRS 1	 First-time Adoption of Financial Reporting Standards (Amendments relating 

to limited exemption from Comparative FRS Disclosures for First-time 

Adopters)4

FRS 2	 Share-based Payment (Amendments relating to vesting conditions and 

cancellations)2

FRS 2	 Share-based Payment (Amendments relating to scope of FRS 2 and revised 

FRS 3)3
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FRS 3	 Busines Combinations (Revised in 2010)3

FRS 4	 Insurance Contracts2

FRS 5	 Non-current Assets Held for Sale and Discontinued Operations (Amendments 

relating to plan to sell the controlling interest in a subsidiary)3

FRS 7	 Financial Instruments: Disclosures2

FRS 7	 Financial Instruments: Disclosures (Amendments relating to reclassification of 

financial assets and reclassification of financial assets - effective date and 

transition)2

FRS 7	 Financial Instruments: Disclosures (Amendments relating to improving 

disclosures about financial instruments)4

FRS 8	 Operating Segments1

FRS 101	 Presentation of Financial Statements (Revised in 2009)2

FRS 123	 Borrowing Costs (Revised)2

FRS 127	 Consolidated and Separate Financial Statements (Amendments relating to 

cost of an investment in a subsidiary, jointly controlled entity or associate)2

FRS 127	 Consolidated and Separate Financial Statements (Revised in 2010)3

FRS 132	 Financial Instruments: Presentation (Amendments relating to Puttable 

Financial Instruments and Obligations Arising on Liquidation)2

FRS 132	 Financial Instruments: Presentation (Amendments relating to classification of 

rights issue)5

FRS 138	 Intangible Assets (Amendments relating to additional consequential 

amendments arising from FRS 3)3

FRS 139	 Financial Instruments: Recognition and Measurement2

FRS 139	 Financial Instruments: Recognition and Measurement (Amendments relating 

to eligible hedged items, reclassification of financial assets, reclassification 

of financial assets - effective date and transition, embedded derivatives 

and revised FRS 3 and Revised FRS 127)2

Improvements to FRSs (2009)2

IC Interpretation 9	 Reassessment of Embedded Derivatives2

IC Interpretation 9	 Reassessment of Embedded Derivatives (Amendments relating to 

embedded derivatives)2

IC Interpretation 9	 Reassessment of Embedded Derivatives (Amendments relating to scope of 

IC Interpretation 9 and revised FRS 3)3

IC Interpretation 10	 Interim Financial Reporting and Impairment2

IC Interpretation 11	 FRS 2 - Group and Treasury Share Transactions2

IC Interpretation 12	 Service Concession Arrangements3

IC Interpretation 13	 Customer Loyalty Programmes2

IC Interpretation 14	 FRS 119 - The Limit on a Defined Benefit Asset, Minimum Funding Requirements 

and Their Interaction2

IC Interpretation 15	 Agreements for the Construction of Real Estate3

IC Interpretation 16	 Hedges of a Net Investment in a Foreign Operation3

IC Interpretation 17	 Distributions of Non-cash Assets to Owners3

1 Effective for annual periods beginning on or after 1st July, 2009
2 Effective for annual periods beginning on or after 1st January, 2010
3 Effective for annual periods beginning on or after 1st July, 2010
4 Effective for annual periods beginning on or after 1st January, 2011
5 Effective for annual periods beginning on or after 1st March, 2010
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Consequential amendments were also made to various FRSs as a result of these new/revised FRSs.

The directors anticipate that the adoption of the above standards and interpretations, when they 

become effective, are not expected to be relevant or have material impact on the financial 

statements of the Group and of the Company in the period of initial application except for the 

following:

FRS 7: Financial Instruments: Disclosures

FRS 7 and the consequential amendment to FRS 101 Presentation of Financial Statements require 

disclosure of information about the significance of financial instruments of the Group’s and the 

Company’s financial position and performance, the nature and extent of risks arising from the financial 

instruments, and the objectives, policies and processes for managing capital. By virtue of exemption 

in paragraph 44AB of FRS 7, the impact on the financial statements upon initial application of this 

standard as required by paragraph 30(b) of FRS 108 Accounting Policies, Changes in Accounting 

Estimates and Errors is not disclosed.

FRS 7: Financial Instruments: Disclosures (Amendments relating to improving 
disclosures about financial instruments)

The amendments to FRS 7 expand the disclosures required in respect of fair value measurements and 

liquidity risk.

FRS 8: Operating Segments

FRS 8, which replaces FRS 1142004 Segment Reporting, requires the identification of operating segments 

based on the internal reports that are regularly reviewed by the Group’s chief operating decision 

maker in order to allocate resources to the segments and to assess its performance. Currently, the 

Group presents its segment information based on its business segments and geographical segments 

as disclosed in Note 39.

FRS 101: Presentation of Financial Statements (Revised in 2009)

FRS 101 introduces terminology changes (including revised titles for the financial statements) and 

changes in the format and content of the financial statements. In addition, the revised Standard 

requires the presentation of a third statement of financial position in the event that the entity 

has applied new accounting policies retrospectively. There is no impact on the Group’s and the 

Company’s financial statements as this change in accounting policy affects only the presentation 

of the Group’s and the Company’s financial statements.

FRS 139: Financial Instruments: Recognition and Measurement

This new standard establishes principles for recognising and measuring financial assets, financial 

liabilities and some contracts to buy and sell non-financial items. By virtue of the exemption in 

paragraph 103AB of FRS 139, the impact on the financial statements upon initial application of this 

standard as required by paragraph 30(b) of FRS 108, Accounting Policies, Changes in Accounting 

Estimates and Errors is not disclosed.
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Improvements to FRSs (2009)

Improvements to FRSs (2009) contain amendments to 21 FRSs. Some of the improvements involve 

accounting changes to presentation, recognition or measurement whilst some are changes to 

terminology with little effect on accounting. However, only the following improvement is expected 

to have an impact on the Group’s financial statements.

•	 FRS 117 Leases generally requires leases of land with an indefinite useful life to be classified as 

operating leases. Following the amendments, leases of land are classified as either ‘finance’ 

or ‘operating’ using the general principles of FRS 117. These amendments are effective 

for annual periods beginning on or after 1st January, 2010, and they are to be applied 

retrospectively to unexpired leases as of 1st January, 2010 if the necessary information was 

available at the inception of the lease. Otherwise, the revised Standard will be applied based 

on the facts and circumstances existing on 1st January, 2010 (i.e. the date of adoption of the 

amendments) and the Group will recognise assets and liabilities relating to land leases newly 

classified as finance leases at their fair values on that date; any difference between those 

fair values will be recognised in retained earnings. It is likely that the changes will affect the 

classification of the Group’s leases of land.

Going-Concern Assumptions

As mentioned in Note 42, on 16th December, 2008, the Group lost control over the power to govern 

the financial and operating policies of Independent Power Tanzania Limited (“IPTL”) following the 

appointment of a Provisional Liquidator. Accordingly, the Group ceased consolidating the results of 

IPTL on the said date and as of 31st December, 2009, the carrying value of the Group’s investment in 

this non-consolidated subsidiary company amounted to RM195,826,942.

As mentioned in Note 15, IPTL has filed a legal claim on 15th November, 2008 against the Government 

of Tanzania (“GOT”) through the American Court in accordance with the Guarantee that has been 

given by the GOT. The American Court has directed that the case be arbitrated in the International 

Court of Settlement of Investment Disputes (“ICSID”).

The realisation of the carrying value of the Group’s and the Company’s Investment in Non-

Consolidated Subsidiary Company amounting to RM195,826,942 and RM151,092,658 respectively as 

of 31st December, 2009 will be dependent upon the successful resolution of IPTL’s dispute with its 

power purchaser, Tanzania Electric Supply Company Limited (“TANESCO”), at the ICSID hearing on 

a date to be scheduled.

While the outcome of these legal remedies has not been fully adjudicated, the directors of the 

Company are confident of the recovery of the amount owing by TANESCO on the basis as stated in 

Note 15.

Consequent to the aforesaid non-payment by TANESCO, IPTL has not made significant repayments 

since the beginning of year 2008 in respect of a term loan amounting to RM367.8 million (equivalent 

to US$105.7 million). As mentioned in Note 42, on 3rd February, 2009, the lender exercised its lien over 

the Company’s shares in IPTL and appointed a Receiver & Manager over these said shares. As such, 

the Company also lost control to govern the on-going legal proceedings against TANESCO and the 

Government of Tanzania in the capacity of a shareholder of IPTL.
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Following the above events, on 3rd March, 2009, the Company announced that it is an affected 

issuer under the Practice Note No. 17/2005 (“Amended PN 17”) criteria of Bursa Malaysia Securities 

Berhad (“Bursa Malaysia”). The Group and the Company were required to submit a financial 

regularisation plan to Bursa Malaysia by 2nd October, 2009, but the submission was subsequently 

extended to 8th June, 2010. As of the date of these financial statements, the Company is in the 

process of finalising the formulation of a corporate restructuring plan with all its lenders to regularise 

its financial condition.

As of 31st December, 2009, the Group’s current liabilities exceeded current assets by 

RM101,169,275.

While the Group has generated a net cash flow from operating activities of RM2.4 million during the 

year, these cash flows were inadequate to rectify the principal repayments defaulted in the previous 

financial years as well as to meet the additional principal and interest repayments that fall due 

during the current financial year.

In view of the cashflow constraints and the various defaults within the Group and the Company, 

the Company had in prior year, obtained the necessary rescheduling and/or forbearance of the 

loans outstanding in accordance with the projected cashflows of the Group and disposals of the 

underlying securities to various borrowings with the approval of the bankers, and is also actively 

seeking for buyers for non-core subsidiary companies, and putting in place policies which minimise 

the tying up of working capital in inventories and receivables so as to ensure continued operations 

of the Group and of the Company in the ordinary course of business.

Consequent to the Company being placed under PN17 status, the Company is in the process of 

formulating a corporate restructuring plan which will include, among others, a further restructuring 

of the Group’s borrowings with all its lenders.

Therefore, in preparing the financial statements, the directors have given careful consideration 

to the restructuring plan that is being formulated and the future liquidity of the Group and of the 

Company and are satisfied that it is appropriate to prepare the financial statements of the Group 

and of the Company on a going-concern basis. This going-concern basis underlying the preparation 

of the financial statements presumes, among others, the formulation and successful implementation 

of the said corporate restructuring plan, the Group’s and the Company’s ability to uphold their 

restructured debts and investment disposal plans, to seek indulgence to defer those defaulted 

interest repayments, and to obtain continued financial support from the creditors and shareholders 

and, accordingly, the realisation of assets and the settlement of liabilities will occur in the ordinary 

course of business.

3.	S IGNIFICANT ACCOUNTING POLICIES

Accounting Basis

Unless otherwise stated, the financial statements of the Group and of the Company have been 

prepared under the historical cost convention modified to include the revaluations of certain long 

leasehold land and buildings.
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Revenue

Revenue of the Company consists mainly of management fee and dividend income.

Revenue of the subsidiary companies consists of proportion of the contract value of projects 

undertaken attributable to the percentage of contract works performed during the year, revenue 

from power generation, proportionate sales value of property development project sold attributable 

to the percentage of development work performed during the year, gross invoiced value of goods 

sold net of returns and trade discounts, and interest income on hire-purchase, leasing, share financing 

and term loan activities.

Revenue Recognition

(i)	 Management Fee Income

Management fee income from subsidiary companies is recognised on an accrual basis.

(ii)	 Dividend Income

Dividend income is recognised when the shareholder’s right to receive payment is 

established.

(iii)	 Revenue from Construction Contracts/Property Development Projects

Revenue from construction contracts/property development projects are accounted for 

based on the percentage of completion method as determined by the portion of construction/

development costs incurred todate against the total estimated costs on contracts/projects 

where the outcome of the contracts/ projects can be reliably estimated.

(iv)	 Revenue from Sales of Goods

Sales of goods are recognised upon delivery of products and when the risks and rewards of 

ownership have passed.

(v)	 Income from Financing Activities

Income from hire-purchase financing is accounted for in the income statements using the 

‘sum-of-digits’ method.

Income from lease financing activities is accounted for under the financing method. The 

excess of the aggregate rentals over the cost of the leased property is taken as income over 

the term of the lease in decreasing amounts proportionate to the declining balance of the 

unrecovered sum using the ‘sum-of-digits’ method.

Interest income on sundry loan is recognised on an accrual basis. When an account 

becomes non-performing, interest is suspended until it is realised on a cash basis. Customers’ 

accounts are deemed to be non-performing when repayments are in arrears for more than 

six months.

Income from share financing is accounted for in the income statements on an accrual basis.

financial statements 
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2009



Mechmar Corporation (Malaysia) Berhad
Annual Report 2009 49

Mechmar Corporation (Malaysia) Berhad
Annual Report 2009

(vi)	 Interest from Short-Term Deposits

Interest income from short-term deposits is recognised on an accrual basis.

(vii)	 Interest from Leasing of Ice Machines

Interest income earned from the leasing of ice machines is accounted for in the income 

statements over the term of the lease in decreasing amounts proportionate to the declining 

balance of the unrecovered sum using the ‘sum-of-digits’ method.

Income Tax

Income tax for the year comprises current and deferred tax.

Current tax is the expected amount of income taxes payable in respect of the taxable profit for the 

year and is measured using the tax rates that have been enacted or substantively enacted at the 

balance sheet date.

Deferred tax is measured at the tax rates that are expected to apply in the period when the asset 

is realised or the liability is settled, based on tax rates that have been enacted or substantively 

enacted at the balance sheet date. Deferred tax is recognised in the income statements, except 

when it arises from a transaction which is recognised directly in equity, in which case the deferred 

tax is also charged or credited directly in equity, or when it arises from a business combination that is 

an acquisition, in which case the deferred tax is included in the resulting goodwill.

Deferred tax is provided for, using the “balance sheet liability” method, on temporary differences at 

the balance sheet date between the tax bases of assets and liabilities and their carrying amounts in 

the financial statements. In principle, deferred tax liabilities are recognised for all taxable temporary 

differences and deferred tax assets are recognised for all deductible temporary differences, unused 

tax losses and unused tax credits to the extent that it is probable that future taxable profit will be 

available against which the deductible temporary differences, unused tax losses and unused tax 

credits can be utilised. Deferred tax is not recognised if the temporary difference arises from goodwill 

or from the initial recognition of an asset or liability in a transaction which is not a business combination 

and at the time of the transaction, affects neither the accounting profit nor taxable profit.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current 

tax assets against current tax liabilities and when they relate to income taxes levied by the same 

taxation authority and the Group intends to settle its current tax assets and liabilities on a net basis.

Foreign Currencies Conversion

The individual financial statements of each group entity are presented in the currency of the primary 

economic environment in which the entity operates (its functional currency). For the purpose of the 

consolidated financial statements, the results and financial position of each entity are expressed 

in Ringgit Malaysia (“RM”) which is the functional currency of the Company and the presentation 

currency for the consolidated financial statements.
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In preparing the financial statements of the entities, transactions in currencies other than the entities’ 

functional currency (foreign currencies) are recorded at the rates of exchange prevailing on the 

dates of the transactions. At each balance sheet date, monetary items denominated in foreign 

currencies are retranslated at the rates prevailing on the balance sheet date. Non-monetary 

items carried at fair value that are denominated in foreign currencies are retranslated at the rates 

prevailing on the date when the fair value was determined. Non-monetary items that are measured 

in terms of historical cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items, and on the retranslation of 

monetary items, are included in the income statements for the period. Exchange differences 

arising on the retranslation of non-monetary items carried at fair value are included in the income 

statements for the period except for differences arising on the retranslation of non-monetary items 

in respect of which gains and losses are recognised directly in equity. For such non-monetary items, 

any exchange component of that gain or loss is also recognised directly in equity.

For the purpose of presenting consolidated financial statements, the assets and liabilities of the 

Group’s foreign operations are expressed in currency units using exchange rates prevailing at the 

balance sheet date. Income and expense items are translated at the average exchange rates 

for the period, unless exchange rates fluctuated significantly during that period, in which case the 

exchange rates at the dates of the transactions are used. Exchange differences arising, if any, are 

classified as equity and transferred to the Group’s translation reserve. Such exchange differences 

are recognised in income statements in the period in which the foreign operations are disposed of.

Goodwill and fair value adjustments arising on the acquisition of a foreign operation are treated as 

assets and liabilities of the foreign operation and translated at the closing rate.

Impairment of Assets

At each balance sheet date, the Group reviews the carrying amounts of its tangible and intangible 

assets to determine whether there is any indication that those assets have suffered an impairment loss. 

If any such indication exists, the recoverable amount of the asset is estimated in order to determine 

the extent of the impairment loss (if any). Where it is not possible to estimate the recoverable amount 

of an individual asset, the Group estimates the recoverable amount of the cash-generating unit to 

which the asset belongs.

Recoverable amount is the higher of fair value less costs to sell and value-in-use. In assessing value-

in-use, the estimated future cash flows are discounted to their present value using a pre-tax discount 

rate that reflects current market assessments of the time value of money and the risks specific to the 

asset.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be lower than its 

carrying amount, the carrying amount of the asset (cash-generating unit) is reduced to its recoverable 

amount. An impairment loss is recognised immediately in the income statements, unless the relevant 

asset is carried at a revalued amount, in which case the impairment loss is treated as a revaluation 

decrease.
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Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating 

unit) is increased to the revised estimate of its recoverable amount, but so that the increased 

carrying amount does not exceed the carrying amount that would have been determined had 

no impairment loss been recognised for the asset (cash-generating unit) in prior years. A reversal of 

an impairment loss is recognised immediately in the income statements, unless the relevant asset 

is carried at a revalued amount, in which case the reversal of the impairment loss is treated as a 

revaluation increase.

Property, Plant and Equipment and Depreciation

Property, plant and equipment are stated at cost or valuation less accumulated depreciation and 

any impairment loss.

The revaluations of leasehold buildings of the Company and a local subsidiary company in 1984 

were based on valuations carried out by firms of professional valuers using the “open market value” 

basis. These assets are stated on the basis of their 1984 valuations.

Depreciation of all other property, plant and equipment, except for freehold land which is not 

depreciated, is computed on the straight-line method at rates based on the estimated useful lives 

of the various assets.

The power plant is depreciated over the concession period of 20 years. The annual rates of 

depreciation for the other classes of depreciable assets are as follows:

Freehold buildings at cost	 1% - 2%

Long leasehold buildings at 1984 valuation	 2%

Long leasehold buildings at cost	 2%

Renovation			   10%

Plant, machinery, tools and equipment	 10% - 33 1/3%

Furniture, computers and equipment	 10% - 25%

Motor vehicles		  20% - 25%

The estimated useful lives, residual values and depreciation method are reviewed at each year-end, 

with the effect of any changes in estimates accounted for prospectively.

Gain or loss arising from disposal of an asset is determined as the difference between the estimated 

net disposal proceeds and the carrying amount of the asset and is recognised in the income 

statements.

Property, Plant and Equipment Acquired Under Hire-Purchase Arrangements

Property, plant and equipment acquired under hire-purchase are capitalised in the financial 

statements and the corresponding obligations treated as liabilities. Finance charges are allocated 

to the income statements to give a constant periodic rate of interest on the remaining hire-purchase 

liabilities.
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Leased Assets

Assets under leases which in substance transfer the risks and benefits of ownership of the assets to the 

Group are capitalised under property, plant and equipment. These assets and the corresponding 

lease obligations are recorded at the fair value of the leased assets (which approximates the present 

value of the minimum lease payments) at the beginning of the respective lease terms.

Finance costs, which represent the difference between the total leasing commitments and the fair 

value of the assets acquired, are charged to the income statements over the term of the relevant 

lease period so as to give a constant periodic rate of charge on the remaining balance of the 

obligations for each accounting period.

Leases which do not meet such criteria are classified as operating leases and the related rentals are 

charged to the income statements as incurred.

Prepaid Lease Payments on Leasehold Land

Prepaid lease payments on leasehold land are stated at cost or valuation less accumulated 

amortisation.

The revaluations of leasehold land of the Company and a local subsidiary company in 1984 were 

based on valuations carried out by firms of professional valuers using the “open market value” basis. 

These assets are stated on the basis of their 1984 valuations.

Prepaid lease payments are amortised evenly over the period of the unexpired lease.

Lease Receivables

The Group adopts the financing method of accounting for its leasing business. Assets leased to 

customers under agreements which transfer all the risks and rewards associated with ownership 

other than legal title, are classified as lease receivables. The balance sheet amount represents total 

minimum lease payments receivable less unearned income and allowance for doubtful receivables. 

Initial direct costs are recognised immediately as expenses.

Borrowing Costs

Borrowing costs incurred on property development projects which require substantial period of time 

to get them ready for sale are capitalised and included as part of the development expenditure of 

the related assets. However, capitalisation of borrowing costs is suspended during extended periods 

in which active development is interrupted.

Other borrowing costs are recognised in the income statements in the period in which they are 

incurred.
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Basis of Consolidation

Except for the results of the Tanzanian incorporated subsidiary company, Independent Power 

Tanzania Limited, whose unaudited results up to 15th December, 2008 were consolidated with that of 

the Group as mentioned in Note 15, the consolidated financial statements incorporate the financial 

statements of the Company and entities controlled by the Group (its subsidiaries) as mentioned in 

Note 15 made up to balance sheet date. The financial statements of the subsidiaries are prepared 

for the same reporting date as the Company.

Subsidiaries are consolidated using the acquisition method of accounting. Under the acquisition 

method of accounting, the results of subsidiaries acquired or disposed of during the financial year 

are included in the consolidated income statement from the effective date of acquisition or up to 

the effective date of disposal, as appropriate. The assets, liabilities and contingent liabilities of a 

subsidiary company are measured at their fair values at the date of acquisition and these values are 

reflected in the consolidated balance sheet.

The interest of minority shareholders is initially measured at the minority’s proportion of the net fair 

values of the assets, liabilities and contingent liabilities acquired.

For the purpose of presenting consolidated financial statements, the assets and liabilities of the 

Group’s foreign operations are expressed in Ringgit Malaysia using exchange rate prevailing on 

the balance sheet date. Income and expense items are translated at the average exchange rates 

for the period, unless exchange rates fluctuated significantly during that period, in which case the 

exchange rates at the dates of the transactions are used.

The results of foreign subsidiary companies are translated at the average rate of exchange for the 

financial year. Exchange differences arising, if any, are classified as equity and transferred to the 

Group’s translation reserve. Such translation differences are recognised in the income statements in 

the period in which the subsidiary company is disposed of.

All significant intercompany transactions, balances and resulting unrealised gains are eliminated on 

consolidation and the consolidated financial statements reflect external transactions only. Unrealised 

losses are eliminated on consolidation unless costs cannot be recovered. Uniform accounting 

policies are adopted in the Group’s financial statements for like transactions and events in similar 

circumstances.

Any excess of the cost of acquisition over the Group’s interest in the net fair value of the identifiable 

assets, liabilities and contingent liabilities of the subsidiaries acquired represents goodwill.

Minority interest in the net assets of consolidated subsidiaries are identified separately from the Group’s 

equity therein. Minority interest consist of the amount of these interests at the date of the original 

business combination and the minority’s share of changes in equity since the date of acquisition.

Goodwill

Goodwill arising on the acquisition of a subsidiary company represents the excess of the cost of 

acquisition over the Group’s interest in the net fair value of the identifiable assets, liabilities and 

contingent liabilities of the subsidiary company recognised at the date of acquisition. Goodwill is 

initially recognised as an asset at cost and is subsequently measured at cost less any accumulated 

impairment losses.
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For the purpose of impairment testing, goodwill is allocated to each of the Group’s cash-generating 

units expected to benefit from the synergies of the combination. Cash-generating units to which 

goodwill has been allocated are tested for impairment annually, or more frequently when there is an 

indication that the unit may be impaired. If the recoverable amount of the cash-generating unit is 

less than the carrying amount of the unit, the impairment loss is allocated first to reduce the carrying 

amount of any goodwill allocated to the unit and then to the other assets of the unit pro-rata on the 

basis of the carrying amount of each asset in the unit. An impairment loss recognised for goodwill is 

not reversed in a subsequent period.

On disposal of a subsidiary company, the attributable amount of goodwill is included in the 

determination of the profit or loss on disposal.

The Group’s policy for goodwill arising on the acquisition of an associate is described under 

‘Investments in Associated Companies’ below.

Investments in Subsidiary Companies

Investments in unquoted shares of subsidiary companies, which are eliminated on consolidation, 

are stated at cost in the Company’s separate financial statements. Where there is an indication of 

impairment in the value of the investment, the carrying amount of the investment is assessed and 

written down immediately to its recoverable amount.

Investment in non-consolidated subsidiary company is stated at cost in the Company’s separate 

financial statements while investment in non-consolidated subsidiary company of the Group is stated 

at cost plus share of post-acquisition results, up to the date on which the Company lost control over 

the power to govern the financial and operating policies of the said subsidiary company.

Investments in Associated Companies

An associate is an entity over which the Group has significant influence and that is neither a subsidiary 

nor an interest in a joint venture. Significant influence is the power to participate in the financial and 

operating policy decisions of the investee but is not control or joint control over those policies.

Investments in associated companies are stated at cost in the Company’s separate financial 

statements.

The Group’s investment in associated companies is accounted for under the equity method of 

accounting based on audited financial statements of the associated companies made up to 

the end of the financial year. Under this method of accounting, the Group’s interest in the post 

acquisition profit/loss of the associated companies is included in the consolidated results. Investments 

in associates are carried in the consolidated balance sheet at cost as adjusted for post-acquisition 

changes in the Group’s share of the net assets of the associate, less any impairment in the value 

of individual investments. Losses of an associate in excess of the Group’s interest in that associate 

(which includes any long-term interests that, in substance, form part of the Group’s net investment in 

the associate) are not recognised, unless the Group has incurred legal or constructive obligations or 

made payments on behalf of the associate.
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Any excess of the cost of acquisition over the Group’s share of the net fair value of the identifiable 

assets, liabilities and contingent liabilities of the associate recognised at the date of acquisition is 

recognised as goodwill. The goodwill is included within the carrying amount of the investment and 

is assessed for impairment as part of the investment. Any excess of the Group’s share of the net fair 

value of the identifiable assets, liabilities and contingent liabilities over the cost of acquisition, after 

reassessment, is recognised immediately in the income statements.

Where a group entity transacts with an associate of the Group, profits and losses are eliminated to 

the extent of the Group’s interest in the relevant associate.

Other Investments

Investment in quoted shares is stated at the lower of cost and market value determined on a portfolio 

basis by comparing aggregate cost against aggregate market value.

Investment in unquoted shares is stated at cost, less any impairment losses.

Investment in apartments is stated at cost, less accumulated amortisation and any impairment 

losses. Amortisation of apartments is computed on the straight-line method at the annual rate of 2% 

based on the estimated useful life of the apartments.

Property Development Costs

Property development costs consist of freehold land, development expenditure and the portion of 

profit or loss attributable to development work performed todate, less applicable progress billings 

and allowance for foreseeable loss.

Freehold land is stated at cost or at group cost. Group cost represents fair value to the Group 

determined upon the acquisition of a subsidiary company engaged in property development.

Allowance for foreseeable loss is made based on losses estimated to arise upon the completion of 

property development project which is already in progress.

Profit from property development project is recognised, using the percentage of completion method, 

based on development work performed on actual units sold todate.

Inventories

Inventories are valued at the lower of cost (determined on the weighted-average method) and net 

realisable value. Net realisable value represents the estimated selling price in the ordinary course of 

business less selling and distribution costs and all other estimated costs to completion.

Costs of raw materials, trading merchandise and consumables and spares comprise the purchase 

price plus costs incurred in bringing the inventories to their present location and condition. Costs of 

finished goods and work-in-progress include the costs of raw material, direct labour and an allocation 

of manufacturing overheads.
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Construction Contracts

When the outcome of a construction contract can be estimated reliably, revenue and costs are 

recognised by reference to the stage of completion of the contract activity at the balance sheet 

date, as measured by the proportion that contract costs incurred for work performed todate bear 

to the estimated total contract costs. Variations in contract work, claims and incentive payments are 

included to the extent that they have been agreed with the customers.

When the outcome of a construction contract cannot be estimated reliably, contract revenue is 

recognised to the extent of contract costs incurred that are probable of recovery. Contract costs 

are recognised as expenses in the period in which they are incurred.

When it is probable that total contract costs will exceed total contract revenue, the expected loss is 

recognised as an expense immediately as an allowance for foreseeable loss.

Receivables

Trade and other receivables are stated at nominal value as reduced by the appropriate allowances 

for estimated irrecoverable amounts. Allowance for doubtful receivables is made based on 

estimates of possible losses which may arise from non-collection of certain receivable accounts 

while receivables considered to be uncollectible are written off.

The Company considers as current asset that portion of receivable accounts which is expected to 

be collectible within the next twelve months after the financial year.

Provisions

Provisions are recognised when the Group has a present legal or constructive obligation as a result of 

past events, when it is probable that an outflow of resources will be required to settle the obligations, 

and when a reliable estimate of the amount can be made.

Provisions are reviewed at each balance sheet date and adjusted to reflect the current best estimate. 

A provision is reversed if it is no longer probable that the obligation is required to be settled.

Provision for Retirement Benefits

The Company and its local subsidiary companies have a non-funded retirement scheme. Contributions 

to this scheme are charged to the income statements so as to spread the cost of these schemes 

over the employees’ number of years of service in the Group and the Company.

Employee Benefits

(i)	 Short-term employee benefits

Wages, salaries, social contributions, bonuses and non-monetary benefits are accrued in the 

period in which the associated services are rendered by the employees. The Group and the 

Company accrue for staff annual leave which are unutilised and carried forward into future 

periods, if any. The cost accrued is based on the basic salary and the number of days of 

unutilised annual leave.
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(ii)	 Defined contribution plans

The Group and the Company contribute to the Employees Provident Fund (“EPF”), the 

national defined contribution plan. The contributions are charged to the income statements 

in the period to which they relate. Once the contributions have been paid, the Group and 

the Company have no further payment obligations.

Cash Flow Statements

The Group and the Company adopt the indirect method in the preparation of the cash flow 

statements.

Cash equivalents are short-term, highly-liquid investments with maturities of three months or less 

from the date of acquisition and are readily convertible to cash with insignificant risk of changes in 

value.

4.	 CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION 
UNCERTAINTY

(i)	C ritical judgements made in applying accounting policies

In the process of applying the Group’s accounting policies, which are described in Note 

3, management is of the opinion that there are no instances of application of judgement 

which are expected to have a significant effect on the amounts recognised in the financial 

statements.

(ii)	 Key sources of estimation uncertainty

Other than as disclosed in Note 2, management believes that there are no key assumptions 

made concerning the future, and other key sources of estimation uncertainty at the balance 

sheet date, that have a significant risk of causing a material adjustment to the carrying 

amounts of assets and liabilities within the next financial period except for the following:

Testing of impairment of investment in non-consolidated subsidiary company, 
power plant and goodwill

Determining whether the carrying amount of investment in non-consolidated subsidiary 

company, Independent Power Tanzania Limited (“IPTL”), is impaired is dependent on the 

directors’ assessment of the ultimate realisation of IPTL’s receivable from its power purchaser, 

Tanzania Power Supply Company Limited (“TANESCO”). As mentioned in Note 15, the directors 

of the Company are confident of the recovery of this receivable balance on the basis of an 

arbitration case which was settled with TANESCO in favour of IPTL in 2001.

Determining whether the carrying amount of the power plant and goodwill is impaired 

requires an estimation of the value-in-use of the cash-generating units (“CGUs”). The value-in-

use calculation requires the entity to estimate the future cash flows expected to arise from the 

CGUs and a suitable discount rate in order to calculate the present value.
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Deferred tax assets

Deferred tax assets are recognised for all deductible temporary differences, unused tax 

losses and unused tax credits to the extent that it is probable that future taxable profit will be 

available against which the deductible temporary differences, unused tax losses and unused 

tax credits can be utilised. Significant management judgement is required to determine the 

amount of deferred tax assets that can be recognised, based upon the likely timing and level 

of future taxable profits together with future tax planning strategies.

Allowance for doubtful debts

The policy for allowance for doubtful debts of the Group and the Company is based on the 

evaluation of collectibility and aging analysis of accounts and on management’s estimate. 

A considerable amount of judgement is required in assessing the ultimate realisation of these 

receivables, including the current creditworthiness and the past collection history of each 

customer. If the financial conditions of the customers with which the Group and the Company 

deal with were to deteriorate, resulting in an impairment of their ability to make payments, 

additional allowance may be required.

5.	 REVENUE

An analysis of revenue is as follows:

					      The Group 	  The Company

					     2009	 2008	 2009	 2008

					      RM	 RM 	 RM 	  RM

Manufacturing, marketing, installation 

   and servicing of industrial boilers 

   and associated product support 

   services			   54,513,260	 44,173,282	 -	 -

Trading of engineering products, valves, 

   solar heaters and ice machines *	 9,603,368	 18,153,651	 -	 -

Revenue from property development 

   projects			   482,662	 390,600	 -	 -

Revenue from leasing, hire-purchase 

   and share financing activities	 2,607	 2,344	 -	 -

Revenue from power generation	 -	 104,312,216	 -	 -	

Management fee income	 -	 -	 1,644,958	 1,367,526

Dividend income		  -	 -	 2,271,388	 1,850,000

				    64,601,897	 167,032,093	 3,916,346	 3,217,526

*	 Inclusive of interest income from leasing of ice machines of RM1,476,077 (2008: RM1,139,657).
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6.	OPE RATING COSTS APPLICABLE TO REVENUE

The operating costs classified by nature, applicable to revenue are as follows:

					      The Group 	  The Company

					     2009	 2008	 2009	 2008

					      RM	 RM 	 RM 	  RM

Changes in inventories of finished goods 

   and work-in-progress	 (5,652,356)	 (705,979)	 -	 -

Contract cost recognised (Note 35)	 40,377,044	 26,479,954	 -	 -

Raw materials and consumables used	 17,320,200	 8,644,720	 -	 -

Staff costs			   7,326,739	 14,189,458	 741,605	 1,965,313

Remuneration of key management 

   personnel - Directors (Note 9)	 1,475,649	 1,417,334	 1,152,203	 1,046,268

Depreciation of property, plant 

   and equipment (Note 13)	 623,475	 29,016,074	 42,033	 58,375

Amortisation of prepaid lease 

   payments (Note 14)	 12,490	 58,962	 310	 3,720

Power plant facility operations and 

   maintenance expenses	 -	 10,263,905	 -	 -

Insurance costs relating to power 

   plant operations		  -	 7,014,899	 -	 -

Amortisation of group land 

   costs (Note 22)		  -	 49,048	 -	 -

Amortisation of apartments (Note 17)	 -	 2,536	 -	 -

Other expenses (Note 8)	 15,527,364	 23,105,013	 4,708,373	 1,094,449

				    77,010,605	 119,535,924	 6,644,524	 4,168,125

Staff costs include salaries, bonuses, contributions to Employees Provident Fund (“EPF”) and pension 

schemes, and all other staff related expenses. During the current financial year, contributions to EPF 

by the Group and by the Company amounted to RM801,503 (2008: RM976,614) and RM69,089 (2008: 

RM175,915), respectively.
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7.	 INTEREST INCOME

					      The Group 	  The Company

					     2009	 2008	 2009	 2008

					      RM	 RM 	 RM 	  RM

Interest income from:

Leasing of ice machines	 1,476,077	 1,139,657	 -	 -

Deposits with licensed banks	 3,165	 20,002	 3,165	 20,002

Leasing, hire-purchase and 

   share financing		  2,607	 2,344	 -	 -

Subsidiary companies	 -	 -	 184,594	 212,965

				    1,481,849	 1,162,003	 187,759	 232,967

Less:	 Interest income generated from

	    operating activities (Note 5)

	 - from leasing of ice machines	 (1,476,077)	 (1,139,657)	 -	 -

	 - from leasing, hire-purchase 

	      and share financing	 (2,607)	 (2,344)	 -	 -

Investment revenue generated from 

   investing activities		  3,165	 20,002	 187,759	 232,967

Interest income generated from operating activities represents interest income generated by a 

subsidiary company principally engaged in the leasing, hire-purchase and share financing activities 

and another subsidiary company which is engaged in the leasing of ice machines.

8.	OT HER INCOME/(EXPENSES)

Other income/(expenses) have been arrived at after crediting/(charging):

					      The Group 	  The Company

					     2009	 2008	 2009	 2008

					      RM	 RM 	 RM 	  RM

(Loss)/Gain on disposal of subsidiary 

   companies (Note 15):

Proceeds from disposal of investment	 3,900,000	 2	 2,700,000	 -

Investment cost written off	 (9,102,334)	 -	 (2,993,318)	 -

Write-back of accumulated losses	 2,636,736	 1,690	 -	 -

				    (2,565,598)	 1,692	 (293,318)

Allowance for doubtful receivables 

   no longer required		 677,505	 151,218	 466,000	 -

Gain on disposal of:

Property, plant and equipment (net)	 474,533	 36,356	 338,596	 -

Leasehold land		  464,262	 -	 464,262	 -
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					      The Group 	  The Company

					     2009	 2008	 2009	 2008

					      RM	 RM 	 RM 	  RM

   Non-current assets held for sale (Note 27)	 154,205	 -	 -	 -

Provision for retirement benefit

   no longer required		 264,149	 -	 -	 -

Realised gain on foreign exchange	 195,713	 227,766	 -	 -

Bad receivables recovered	 171,821	 10,078	 166,593	 -

Rental income of premises from:

   Third parties			  87,428	 54,054	 -	 -

   A related party in which a director 

      has interest		  13,638	 13,638	 13,638	 13,638

   Subsidiary companies	 -	 -	 789,031	 819,879

   Provision for corporate guarantee 

      no longer required (Note 34)	 -	 9,018,000	 -	 9,018,000

Gain/(Loss) on disposal of:

   Other investment		  -	 840,385	 -	 -

   Investment in associated company	 -	 (504,085)	 -	 (500,000)

Waiver of debts by other payables	 -	 297,351	 -	 225,980

Allowance for impairment loss on 

   subsidiary companies no 

   longer required		  -	 -	 -	 149,999

Provision for:

   Specific contract costs (net)	 (1,990,444)	 (2,482,547)	 -	 -

   Corporate guarantee	 (1,638,123)	 -	 (1,638,123)	 -

   Completed contracts	 (1,251,006)	 -	 -	 -

   Retirement benefits (net)	 (202,626)	 (370,141)	 -	 -

   Warranty (net)		  (33,948)	 (289,233)	 -	 -

Allowance for doubtful debts	 (1,006,284)	 (194,400)	 (857,114)	 -

Rental of premises		  (988,437)	 (1,034,678)	 (908,787)	 (908,787)

Impairment loss on development 

   property (Note 22)		 (491,891)	 -	 -	 -

Audit fees:

   Current year		  (162,253)	 (189,860)	 (63,000)	 (63,000)

   (Under)/Overprovision 

      in prior years (net)	 (18,600)	 1,500	 (20,000)	 -

Unrealised (loss)/gain on 

   foreign exchange		  (175,334)	 335,841	 -	 -

Bad receivables written off	 (22,400)	 (331,066)	 (2,050)	 (327,597)

Realised loss on foreign exchange	 (70,058)	 (270,983)	 -	 -

Rental of equipment		 (47,240)	 (18,822)	 (15,444)	 -

Inventories written down	 (4,000)	 (48,000)	 -	 -

Property, plant and

   equipment written off	 (406)	 (11,070)	 -	 -

Impairment loss on goodwill on 

   consolidation (Note 19)	 -	 (3,385,813)	 -	 -
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9.	 DIRECTORS’ REMUNERATION

Directors’ remuneration of the Group and of the Company, classified as executive and non-executive 

directors, are as follows:

					      The Group 	  The Company

					     2009	 2008	 2009	 2008

					      RM	 RM 	 RM 	  RM

Executive directors:

   Salaries and allowances

      The Company		  1,295,576	 1,254,524	 1,091,736	 998,268

      Subsidiary companies	 119,606	 114,810	 -	 -

Non-executive directors:

   Fees				   60,467	 48,000	 60,467	 48,000

				    1,475,649	 1,417,334	 1,152,203	 1,046,268

Included in directors’ remuneration of the Group is remuneration amounting to RM203,840 (2008: 

RM256,256) paid to directors of the Company by the subsidiary companies.

The estimated monetary value of benefits-in-kind received and receivable by the directors otherwise 

than in cash from the Group and from the Company amounted to RM48,500 (2008: RM50,833) and 

RM42,025 (2008: RM39,733) respectively.

The number of directors of the Group and the Company whose total remuneration during the 

financial year fall into the respective bands, are as follows:

Range of Remuneration	  The Group 	  The Company

RM				    2009	 2008	 2009	 2008

Directors of the Company

Executive Directors:
250,000 and below		  1	 -	 1	 -

250,001 to 300,000		  1	 2	 1	 2

300,001 to 350,000		  1	 2	 1	 1

350,001 to 400,000		  1	 -	 1	 -

Non-Executive Directors:
25,000 and below		  3	 2	 3	 2

Directors of the Subsidiary Companies

Executive Directors:
100,000 and below		  -	 -	 -	 -

100,001 to 150,000		  1	 1	 -	 -
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10.	F INANCE COSTS

					      The Group 	  The Company

					     2009	 2008	 2009	 2008

					      RM	 RM 	 RM 	  RM

Interest on:

Long-term loans		  2,555,548	 22,041,554	 2,549,059	 532,521

Trust receipts		  993,369	 1,087,651	 992,369	 1,087,651

Revolving credit		  531,759	 532,521	 531,759	 -

Short-term loans		  435,103	 477,398	 400,159	 419,193

Advance from a related party 

   (Note 24)			   111,375	 76,500	 -	 -

Hire-purchase and

leases			   2,913	 5,886	 -	 -

Others			   205,530	 1,704,916	 -	 -

				    4,835,597	 25,926,426	 4,473,346	 2,039,365

11.	 INCOME TAX (CREDIT)/EXPENSE

					      The Group 	  The Company

					     2009	 2008	 2009	 2008

					      RM	 RM 	 RM 	  RM

Current tax:

Estimated current tax payable	 347,508	 8,738,379	 -	 481,000

Overprovision in prior years	 (467,237)	 (441,477)	 (467,237)	 -

Share of tax in associated company	 2,349	 3,367	 -	 -

Deferred tax (Note 20)	 -	 6,285,462	 -	 -

				    (117,380)	 14,585,731	 (467,237)	 481,000

Included in income tax expense in 2008 was an amount of RM7,556,985 and RM6,537,325, representing 

the estimated tax payable and deferred tax respectively, relating to Independent Power Tanzania 

Limited.
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A numerical reconciliation of income tax expense applicable to (loss)/profit before tax at the 

applicable statutory income tax rate to income tax (credit)/expense at the effective income tax 

rate is as follows:

					      The Group 	  The Company

					     2009	 2008	 2009	 2008

					      RM	 RM 	 RM 	  RM

(Loss)/Profit before tax	 (12,054,317)	 34,073,467	 (4,741,812)	 7,167,573

Tax at statutory tax rate of 25% 
   (2008: 26%)			   (3,013,579)	 9,686,946	 (1,185,453)	 1,863,569
Differential tax rates:

- Local			   -	 (58,000)	 -	 -
- Foreign subsidiary companies	 16,943	 (7,757)	 -	 -

Tax effects of:
Expenses not deductible for tax 
   purposes			   2,278,376	 10,006,311	 1,398,588	 4,399,531
Income not assessable for tax 
   purposes			   (548,372)	 (1,952,537)	 (338,135)	 (2,213,500)

Deferred tax assets not recognised	 1,616,489	 -	 125,000	 -
Realisation of deferred tax assets
not recognised previously	 -	 (2,647,755)	 -	 (3,568,600)

Tax at effective tax rate	 349,857	 15,027,208	 -	 481,000
Overprovision of tax in prior years	 (467,237)	 (441,477)	 (467,237)	 -

Tax (credited)/ charged to 
   income statements	 (117,380)	 14,585,731	 (467,237)	 481,000

Malaysian income tax is calculated at the statutory tax rate of 25% (2008: 26%) of the estimated 
taxable profit for the year. In prior year, the income tax for small and medium scale companies which 
had a paid-up share capital of RM2.5 million or less was charged at the following rates purusuant to 
paragraph 2A, Schedule 1 of the Income Tax Act, 1967:

(a)	 20% on the first RM500,000 of the chargeable income; and

(b)	 26% on chargeable income in excess of RM500,000.

However, these companies no longer qualify for these tax rates pursuant to paragraph 2B, Schedule 
1 of the Income Tax Act, 1967 which became effective for year of assessment 2009. Taxation for other 
jurisdictions are calculated at the rates prevailing in the relevant jurisdictions.

12.	 (LOSS)/EARNINGS PER ORDINARY SHARE

The (loss)/earnings per ordinary share of the Group have been calculated by dividing the Group’s 
loss for the year attributable to equity holders of the Company of RM11,936,937 (2008: profit of 
RM14,058,344) by the number of ordinary shares in issue and ranking for dividend of 149,646,000 
(2008: 149,646,000).

Fully diluted earnings per share in 2008 has not been disclosed as the average exercise price of the 
share options granted pursuant to the ESOS was above average fair value of the Company’s shares 
during that financial year. The potential effect of the conversion of such options would be anti-

dilutive. The Company’s ESOS expired during the current financial year.
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The historical costs and the associated net book values of assets which were revalued are as 

follows:

					      The Group 	  The Company

					     2009	 2008	 2009	 2008

					      RM	 RM 	 RM 	  RM

Cost:

   Long leasehold buildings	 2,550,139	 2,616,714	 66,575	 66,575

Accumulated depreciation:

   Long leasehold buildings	 (2,267,005)	 (2,313,829)	 (48,101)	 (46,820)

Net book value at end of year	 283,134	 302,885	 18,474	 19,755

Property, plant and equipment of the Group and of the Company with net book value of RM5,978,190 

and RM176,813 respectively (2008: RM6,298,489 and RM287,120 respectively) have been charged 

to financial institutions as securities for credit facilities granted to the Group and the Company as 

mentioned in Notes 30 and 36.

The net book value of property, plant and equipment acquired under hire-purchase and lease 

contracts are as follows:

					      The Group 	  The Company

					     2009	 2008	 2009	 2008

					      RM	 RM 	 RM 	  RM

Motor vehicles		  237,561	 393,541	 -	 -

The cost of fully depreciated property, plant and equipment of the Group and of the Company 

which are still in use are as follows:

					      The Group 	  The Company

					     2009	 2008	 2009	 2008

					      RM	 RM 	 RM 	  RM

Plant, machinery, tools and equipment	 1,921,164	 1,965,432	 214,354	 214,354

Renovation			   1,572,107	 1,292,191	 1,087,213	 1,130,728

Furniture, computers and equipment	 4,368,653	 3,856,227	 1,869,196	 1,821,351

Motor vehicles		  954,433	 1,031,954	 197,872	 197,872

				    8,816,357	 8,145,804	 3,368,635	 3,364,305
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14.	P REPAID LEASE PAYMENTS ON LEASEHOLD LAND

Movement in the prepaid lease payments on leasehold land during the financial year are as 

follows:

					      The Group 	  The Company

					     2009	 2008	 2009	 2008

					      RM	 RM 	 RM 	  RM

Cost

At beginning of year		 937,125	 2,946,060	 190,000	 190,000

Disposal			   (190,000)	 -	 (190,000)	 -

Cessation of consolidation of 

   a subsidiary company (Note 15)	 -	 (1,833,140)	 -	 -

Foreign exchange differences	 -	 (175,795)	 -	 -

At end of year		  747,125	 937,125	 -	 190,000

Accumulated Amortisation

At beginning of year		 530,147	 873,556	 93,038	 89,318

Amortisation for the year	 12,490	 58,962	 310	 3,720

Disposal			   (93,348)	 -	 (93,348)	 -

Cessation of consolidation of 

   a subsidiary company (Note 15)	 -	 (399,027)	 -	 -

Foreign exchange differences	 -	 (3,344)	 -	 -

At end of year		  449,289	 530,147	 -	 93,038

Unamortised Prepaid Lease Payments

At beginning of year		 406,978	 2,072,504	 96,962	 100,682

At end of year		  297,836	 406,978	 -	 96,962

In 2008, prepaid lease payments of the Group and of the Company with net book value of RM96,962 

have been charged to financial institutions as securities for credit facilities granted to the Group and 

the Company as mentioned in Notes 30 and 36.

The leasehold land has been revalued by directors based on valuation made by an independent 

firm of professional valuers in 1984 using the fair market value basis.

Had these assets been carried at historical cost, the carrying amounts of the revalued leasehold land 

of the Company will be as follows:

					      The Group 	  The Company

					     2009	 2008	 2009	 2008

					      RM	 RM 	 RM 	  RM

Cost				    22,253	 114,068	 -	 91,815

Accumulated depreciation	 (22,253)	 (86,963)	 -	 (64,710)

				    -	 27,105	 -	 27,105
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15.	 INVESTMENTS IN SUBSIDIARY COMPANIES

Investment in subsidiary companies comprises:

					T     he Company

					     2009	 2008

					      RM	 RM 

Unquoted shares - at cost	 62,943,005	 65,936,323

Less: Allowance for impairment loss	 (11,094,288)	 (11,094,288)

Net				    51,848,717	 54,842,035

Investment in non-consolidated subsidiary company comprises:

					      The Group 	  The Company

					     2009	 2008	 2009	 2008

					      RM	 RM 	 RM 	  RM

Investment cost		  300	 300	 300	 300

Share in post-acquisition results (Note)	 44,734,284	 44,734,284	 -	 -

				    44,734,584	 44,734,584	 300	 300

Amount owing by subsidiary company 

   (net of interest-in-suspense of 

   RM13,100,703)		  151,092,358	 151,092,358	 151,092,358	 151,092,358

				    195,826,942	 195,826,942	 151,092,658	 151,092,658

Note:	 Represents share in post-acquisition results of Independent Power Tanzania Limited (“IPTL”) 

up to 15th December, 2008, the date on which the Group lost its control over the power to 

govern the financial and operating policies of IPTL.

The directors of the Company are of the opinion that no provision for impairment loss for investment 

in non-consolidated subsidiary company, IPTL, is necessary as IPTL has net assets of RM103.1 million 

as of 15th December, 2008 and the directors of the Company are confident of the recovery of the 

amount owing by Tanzania Electric Company Limited (“TANESCO”) to IPTL as more fully explained 

below.

financial statements 
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2009



74
Mechmar Corporation (Malaysia) Berhad
Annual Report 2009

Mechmar Corporation (Malaysia) Berhad
Annual Report 2009

The subsidiary companies, all incorporated in Malaysia except as otherwise indicated, are as 

follows:

	P ercentage of

	 Effective Equity

	I nterest	 Principal Activities

		  2009	 208

Direct Subsidiary Companies

*	 Bells Marketing Sdn. Bhd.#	 -	 100%	 Trading of insulation materials, 

				       valves and other engineering

				       components.

*	 Cochran Combustion	 100%	 100%	 Ceased operations and 

	    Technology Sdn. Bhd.~			      became dormant.

*	 IE Candid Sdn. Bhd.~	 100%	 100%	 Ceased operations and 

				       became dormant.

**	 Independent Power Tanzania 	 70%	 70%	 Operating a power generation plant.

	    Limited (“IPTL”) 

	    (Incorporated in Tanzania)	

	 Mechmar Boilers Sdn. Bhd.	 100%	 100%	 Manufacture and trading of 

				       industrial boilers.

	 Mechmar Capital Sdn. Bhd.	 100%	 100%	 Leasing, hire-purchase and 

				       share financing.

	 Mechmar Cochran Boilers	 100%	 100%	 Design, supply and

	    (M) Sdn. Bhd.			      installation of industrial boilers and

				       mini power plant system and servicing 

				       of boilers and related products.

*	 Mechmar Energy Sdn. Bhd.	 100%	 100%	 Ceased operations and 

				       became dormant.

*	 Mechmar (HK) Ltd. ~

	    (Incorporated in Hong Kong)	 100%	 100%	 Investment holding.

*	 Orchid Properties Sdn. Bhd. ~	 100%	 100%	 Pre-operating.

*	 Relau Estates Sdn. Bhd. ~	 100%	 100%	 Property investment holding.

	 Solar-Mate Sdn. Bhd.	 100%	 100%	 Retailing of solar heaters and retailing 

				       and leasing of ice machines.

*	 Titian Properties Sdn. Bhd. ~	 100%	 100%	 Property investment holding.
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	P ercentage of

	 Effective Equity

	I nterest	 Principal Activities

		  2009	 2008

Direct Subsidiary Companies

*	 Tujuan Adil Sdn. Bhd. ~	 100%	 100%	 Investment in properties for rental.

*	 Mechmar Heat & Power 	 100%	 100%	 Design, supply and installation of mini

	    Sdn.Bhd. ~			      power plant system and 

				       related products.

Indirect Subsidiary Companies

*	 Awan Setia Sdn. Bhd. ~	 100%	 100%	 Provision of property 

				       management services.

*	 Mechmar Capital Nominees

	    (Tempatan) Sdn. Bhd. ~	 100%	 100%	 Provision of trust company services.

*	 Mechmar Cochran Lanka 	 -	 100%	 Marketing, supply, installation and

	    (Pte.) Ltd. ##			      servicing of industrial boilers.

	    (Incorporated in Sri Lanka)				      

*	 PT. Mechmar Jaya Industries ##	 -	 95%	 Manufacturing, marketing and

	    (Incorporated in Indonesia)			      installation of industrial boilers and

				       associated product support services.

*	 Resource Premium Sdn. Bhd. ~	 100%	 100%	 Property development.

*	 The financial statements of these subsidiary companies were audited by auditors other than 

that of the Company.

**	 As mentioned in Note 42, on 16th December, 2008, the High Court of Tanzania issued a ruling 

to place IPTL under a Provisional Liquidator, pending hearing of the Winding Up Order, at a 

date to be determined. As a result, all affairs and assets of IPTL have been placed under the 

custody and management of the Provisional Liquidator and the Company has lost control 

over the power to govern the financial and operating policies of IPTL.

Accordingly, in 2008, the Group accounted for the results of IPTL up to 15th December, 

2008 following the appointment of the Provisional Liquidator. The net profit of IPTL for the 

period 1st January, 2008 to 15th December, 2008 accounted for by the Group, based on 

unaudited management financial statements, amounted to RM18.2 million. The directors of 

the Company had not been able to obtain the audited financial statements of IPTL from the 

Provisional Liquidator.
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As of 15th December, 2008, the assets and liabilities of IPTL were as follows:

	 RM

Property, plant and equipment	 397,496,153

Current assets	 293,192,454

Current liabilities	 (558,753,284)

Non-current liabilities	 (28,834,617)

	 103,100,706

Included in current assets is an amount of RM290.3 million (equivalent to US$83.4 million) owing 

by Tanzania Electric Supply Company Limited (“TANESCO”), its power purchaser, out of which 

an amount of RM215.4 million (equivalent to US$60.8 million) has been disputed while the 

remaining balance of RM74.9 million (equivalent to US$22.6 million) is undisputed.

On 15th November, 2008, IPTL has filed a legal claim against TANESCO and the Government 

of Tanzania (“GOT”) through the American Court in accordance with the Guarantee that has 

been given by the GOT. The American Court has directed that the case be arbitrated in the 

International Court of Settlement of Investment Disputes (“ICSID”).

While the outcome of the ICSID hearing has not been fully adjudicated, the directors of the 

Company are confident of the recovery of the amount owing by TANESCO on the basis that 

in 2001 a lengthy arbitration case was settled with TANESCO in favour of IPTL when the tribunal 

ordered that TANESCO must comply with its obligations under the Power Purchase Agreement 

(“PPA”) over the 20 year-concession period of the power plant commencing January 2002. 

This obligation includes the mandatory payment of the capacity charges under the PPA, 

regardless of power off-take.

#	 During the current financial year, the Group disposed of its 100% equity interest in Bells 

Marketing Sdn. Bhd. for a consideration of RM2,700,000, resulting in a loss on disposal 

of RM433,558 and RM293,318 to the Group and the Company respectively.

##	 During the current financial year, the Group disposed its entire equity interest in two 

(2) indirect subsidiary companies, i.e. Mechmar Cochrane Lanka (Pte.) Ltd. and PT. 

Mechmar Jaya Industries for a consideration of RM600,000 each resulting in a loss on 

disposal of RM2,095,586 and RM36,454 respectively to the Group.

~	 The auditors’ reports on the financial statements of these subsidiary companies include 

an emphasis of matter regarding the ability of these subsidiary companies to continue 

as a going-concern in view of their capital deficiency positions as at the end of the 

financial year. The financial statements of these subsidiary companies have been 

prepared on a going-concern basis as the Company has undertaken to provide 

continued financial support to these subsidiary companies.
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The net assets/(liabilities) of Bells Marketing Sdn. Bhd., Mechmar Cochran, Lanka (Pte.) Ltd. 

and PT. Mechmar Jaya Industries which were disposed of in 2009 and Mechmar Envirotech 

Sdn. Bhd. which was disposed of in 2008 on their respective date of disposal are as follows:

					      The Group

					     2009	 2008

					      RM	 RM 

Property, plant and equipment (Note 13)	 962,957	 -

Other investments (Note 17)	 45,453	 -

Deferred tax assets (Note 20)	 660,909	 -

Inventories		  5,260,979	 -

Trade and other receivables, deposits and prepayments	 5,011,210	 -

Cash and cash equivalents	 2,071,526	 -

Trade and other payables and accrued expenses	 (6,827,728)	 (1,690)

Provisions (Note 34)	 (319,813)	 -

Bank borrowings	 (79,315)	 -

Hire-purchase payables	 (46,498)	 -

Tax liabilities		  (245,855)	 -

Deferred tax liabilities (Note 20)	 (27,761)	 -

Minority interest	 (466)	 -

Net assets/(liabilities)	 6,465,598	 (1,690)

Disposal proceeds	 (3,900,000)	 (2)

Loss/(Gain) on disposal (Note 8)	 2,565,598	 (1,692)

Amount Owing by/to Subsidiary Companies

Amount owing by subsidiary companies is arrived at as follows:

					T     he Company

					     2009	 2008

					      RM	 RM 

Amount owing by subsidiary companies	 58,976,331	 58,414,519

Less: Allowance for doubtful receivables	 (34,462,189)	 (33,605,075)

Net			   24,514,142	 24,809,444

The amounts owing by/to subsidiary companies, which arose mainly from dividends, 

administration charges and advances, including interest charges thereon at a rate of 9% 

(2008: 9%) per annum, are unsecured and with no fixed terms of repayment.
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16.	 INVESTMENTS IN ASSOCIATED COMPANIES

					      The Group 	  The Company

					     2009	 2008	 2009	 2008

					      RM	 RM 	 RM 	  RM

Unquoted shares

   - at cost			   4,231,416	 4,231,416	 476	 476

Share in post-acquisition results, 

   net of dividend received	 15,682	 (3,566)	 -	 -

				    4,247,098	 4,227,850	 476	 476

Less: Allowance for impairment losses	 (4,223,808)	 (4,223,808)	 -	 -

				    23,290	 4,042	 476	 476

Represented by:

					      The Group

					     2009	 2008

					      RM	 RM 

Share of net assets other than goodwill of associated companies	 118,475	 99,227

Share of goodwill of an associated company	 21,423	 21,423

				    139,898	 120,650

Premium on acquisition of a foreign associated company	 4,107,200	 4,107,200

				    4,247,098	 4,227,850

The Group’s investments in unquoted shares of associated companies, all incorporated in Malaysia 

except as otherwise indicated, are as follows:

	P ercentage of

	 Effective Equity

	I nterest	 Principal Activities

		  2009	 208

Direct Associated Company

*	 Cathodic Protection	 47.5% 	 7.5%	 Property owning.

	    Technology Sdn. Bhd.

Indirect Associated Company

*	 Milcon Industrial &	 35%	 35%	 Dormant.

	    Development Corp. Ltd.

	    (Incorporated in Hong Kong)

*	 The financial statements of these associated companies were audited by auditors other than 

that of the Company.

Amount owing by associated company, which arose mainly from advances and expenses paid on 

behalf, is unsecured, interest-free and has no fixed terms of repayment.
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17.	OT HER INVESTMENTS

					      The Group 	  The Company

					     2009	 2008	 2009	 2008

					      RM	 RM 	 RM 	  RM

Quoted shares

   - at cost			   4,380	 4,380	 4,380	 4,380

Less:  Allowance for impairment losses	 (1,990)	 (1,990)	 (1,990)	 (1,990)

Net				    2,390	 2,390	 2,390	 2,390

Unquoted shares

   - at cost and net of allowance for 

        impairment losses of RM1,239,503

        (2008: RM1,239,503)	 1,614,318	 1,614,318	 1,614,318	 1,614,318

Apartments - at cost		 -	 126,800	 -	 -

Less:  Allowance for impairment losses	 -	 (55,597)	 -	 -

Less:  Accumulated amortisation	 -	 (25,750)	 -	 -

Net				    -	 45,453	 -	 -

				    1,616,708	 1,662,161	 1,616,708	 1,616,708

Quoted shares

   - Market value at 31st December	 3,036	 3,036	 3,036	 3,036

18.	T RADE RECEIVABLES

					      The Group

					     2009	 2008

					      RM	 RM 

Trade receivables – gross	 31,634,218	 38,763,933

Less:  Interest-in-suspense	 (1,026,775)	 (1,194,352)

Less:  Allowance for doubtful receivables	 (8,871,785)	 (7,993,463)

Net				    21,735,658	 29,576,118

Consisting of:

   Current portion		  17,622,627	 21,919,917

   Non-current portion, receivable:

      Within one to two years	 4,113,031	 7,635,205

      Within two to five years	 -	 20,996

				    4,113,031	 7,656,201

				    21,735,658	 29,576,118
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Trade receivables comprise amounts receivable from sale of goods and progress billings on 

contracts.

The credit period granted by the Group ranges from 30 to 180 days (2008: 30 to 180 days). An 

allowance of RM8,871,785 (2008: RM7,993,463) has been made for estimated irrecoverable amounts. 

This allowance has been determined by reference to past default experience.

19.	 GOODWILL ON CONSOLIDATION

					      The Group

					     2009	 2008

					      RM	 RM 

Balance at beginning of year	 48,130	 3,433,943

Less:  Impairment loss	 -	 (3,385,813)

Balance at end of year	 48,130	 48,130

Goodwill acquired in a business combination is allocated, at acquisition, to the cash-generating-unit 

(“CGU”) that is expected to benefit from that business combination. The carrying amount of goodwill 

had been allocated to the Group’s boilers’ operations in Indonesia as an independent CGU.

In 2008, the Group entered into a shares sale agreement to dispose of its entire equity interest in PT. 

Mechmar Jaya Industries (“PTMJI”) for a consideration of RM600,000. An impairment loss amounting 

to RM3,385,813 in respect of goodwill on consolidation relating to PTMJI had been recognised in the 

consolidated income statement in 2008. This disposal was completed in 2009.

20.	 DEFERRED TAX ASSETS/(LIABILITIES)

Deferred Tax Assets

					      The Group 	  The Company

					     2009	 2008	 2009	 2008

					      RM	 RM 	 RM 	  RM

At beginning of year		 660,909	 488,585	 -	 -

Disposal of subsidiary companies (Note 15)	 (660,909)	 -	 -	 -

Transfer from income statements (Note 11)	 -	 235,130	 -	 -

Foreign exchange translation difference	 -	 (62,806)	 -	 -

At end of year		  -	 660,909	 -	 -
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Deferred Tax Liabilities
					      The Group 	  The Company

					     2009	 2008	 2009	 2008

					      RM	 RM 	 RM 	  RM

At beginning of year		 546,899	 21,471,184	 -	 -

Disposal of subsidiary companies (Note 15)	 (27,761)	 -	 -	 -

Transfer to income statements (Note 11)	 -	 (6,520,592)	 -	 -

Cessation of consolidation of a subsidiary 

   company (Note 15)	 -	 (14,403,693)	 -	 -

At end of year		  519,138	 546,899	 -	 -

Net Deferred Tax Asset/(Liability)	 (519,138)	 114,010	 -	 -

The net deferred tax (liability)/asset is in respect of:

				D    eferred Tax (Liability)/Asset

					      The Group 	  The Company

					     2009	 2008	 2009	 2008

					      RM	 RM 	 RM 	  RM

Tax effects of temporary differences arising 

   from property, plant and equipment	 (370,697)	 (216,907)	 (67,000)	 (69,000)

Provisions and allowances	 19,375,758	 19,083,876	 18,883,000	 18,375,000

Unabsorbed capital allowances and 

   unused tax losses		  5,733,535	 4,888,286	 1,195,000	 1,580,000

				    25,109,293	 23,972,162	 20,078,000	 19,955,000

Less:  Deferred tax assets not recognised 

             due to uncertainty of realisation	 (25,257,734)	 (23,641,245)	 (20,011,000)	 (19,886,000)

Net deferred tax (liability)/asset 

   recognised			  (519,138)	 114,010	 -	 -

21.	 INVENTORIES
					      The Group

					     2009	 2008

					      RM	 RM 

Work-in-progress		  5,032,881	 7,908,981

Raw materials		  4,938,081	 8,877,831

Finished goods and trading merchandise	 1,374,544	 3,934,335

Consumables and spares	 372,071	 513,853

Completed properties	 120,000	 360,000

				    11,837,577	 21,595,000

Inventories of the Group with total net carrying value of RM11,001,369 (2008: RM16,781,133) have 

been charged as security for credit facilities as mentioned in Notes 30 and 36.
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22.	P ROPERTY DEVELOPMENT COSTS

					      The Group

					     2009	 2008

					      RM	 RM 

At beginning of year:

   Land				   2,471,185	 2,520,233

   Development costs	 1,015,250	 1,015,250

				    3,486,435	 3,535,483

Allowance for impairment loss	 (491,891)	 -

Amortisation of group land costs during the year	 -	 (49,048)

At end of year		  2,994,544	 3,486,435

Comprising:

   Land				   2,471,185	 2,471,185

   Development costs	 523,359	 1,015,250

				    2,994,544	 3,486,435

Freehold land and associated development expenditure amounting to RM2,994,544 (2008: 

RM3,486,435) have been charged to financial institutions for credit facilities granted to the Company 

and two subsidiary companies as mentioned in Notes 30 and 36.

The Group considers as current asset that portion of property development project on which 

development work has commenced and is expected to be completed within the normal operating 

cycle of one to two years.

23.	HIR E-PURCHASE, LEASE AND SHARE FINANCING RECEIVABLES

		  Hire-	S undry	S hare

The Group	L ease	 purchase	 loan	 financing	T otal

2009	 RM	 RM	 RM	 RM	 RM

Trade receivables	 3,921,880	 1,945,713	 19,616	 60,592	 5,947,801

Less:  Unearned income	 (10,181)	 (211,633)	 -	 -	 (221,814)

	 3,911,699	 1,734,080	 19,616	 60,592	 5,725,987

Less:  Allowance for doubtful 

             receivables	 (3,911,699)	 (1,734,080)	 (19,616)	 (31,649)	 (5,697,044)

Net	 -	 -	 -	 28,943	 28,943

Less:  Current portion					     (28,943)

Non-current portion					     -
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		  Hire-	S undry	S hare

The Group	L ease	 purchase	 loan	 financing	T otal

2008	 RM	 RM	 RM	 RM	 RM

Trade receivables	 3,927,880	 1,945,713	 616,537	 56,757	 6,546,887

Less:  Unearned income	 (10,181)	 (211,633)	 -	 -	 (221,814)

	 3,917,699	 1,734,080	 616,537	 56,757	 6,325,073

Less:  Allowance for doubtful 

             receivables	 (3,917,699)	 (1,734,080)	(579,721)	 (31,649)	 (6,263,149)

Net	 -	 -	 36,816	 25,108	 61,924

Less:  Current portion					     (61,924)

Non-current portion					     -

Hire-purchase, lease and share financing receivables comprise amounts receivable from financing 

granted to external trade customers in prior years.

As of 31st December, 2009, hire-purchase and lease receivables which are long overdue have been 

fully written down. The credit period and interest rates applicable to sundry loan and share financing 

are as follows:

Average credit period:

					     2009	 2008

					     Months	 Months

Sundry loan			   24.0	 24.0

Share financing		  3.0	 3.0

Average interest rates:

					     2009	 2008

					     %	 %

Sundry loan			   10.00	 10.00

Share financing		  12.00	 12.00

The credit period granted on interest due is 30 days (2008: 30 days).

An allowance of RM5,697,044 (2008: RM6,263,149) has been made for estimated irrecoverable 

amounts. This allowance has been determined by reference to past default experience.

Included in hire-purchase, lease and share financing receivables (gross) is an amount of RM19,616 

(2008: RM616,537) which has been assigned by a subsidiary company in favour of five (5) local 

licensed banks and a local merchant bank as additional security for their execution of a forbearance 

agreement in respect of amount due and payable by the Company (Note 30).
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24.	 RELATED PARTY TRANSACTIONS

Other than as disclosed elsewhere in the financial statements, the related parties and their relationship 

with the Company and its subsidiary companies are as follows:

During the current financial year, transactions with related parties are as follows:

					      The Group 	  The Company

					     2009	 2008	 2009	 2008

					      RM	 RM 	 RM 	  RM

Mechmar Pte. Ltd.

   Sales of goods to		  -	 1,664,408	 -	 -

Overseas Ice Factory (KL) Sdn. Bhd.

   Interest charged by	 111,375	 76,500	 -	 -

Business Quest Sdn. Bhd.

   Rental of premises receivable from	 13,638	 13,638	 13,638	 13,638

Name of Related Parties	 Relationship

Business Quest Sdn. Bhd.	 A company in which Mr. Tan Keng Boon, a director of the 

Company, has substantial financial interest, and a family 

member of Datuk Baharuden bin Abd. Majid, also a 

director of the Company, is a director and has substantial 

financial interest.

Overseas Ice Factory (KL) Sdn. Bhd.	 A company in which various family members of Dato’ Tan 

Kean Wan and Mr. Tan Keng Boon, two of the directors of 

the Company, have substantial financial interest.

Takewa Sdn. Bhd.	 A company in which Dato’ Tan Kean Wan and Mr. Tan 

Keng Boon, two of the directors of the Company, have 

substantial financial interest.

Mekmore Sdn. Bhd.	 A company in which Dato’ Tan Kean Wan and Mr. Tan 

Keng Boon, two of the directors of the Company, have 

substantial financial interest.

Mechmar Pte. Ltd.	 A company in which a director of the Company, Dato’ Tan 

Kean Wan, is also a director.

Sinar Muda Sdn. Bhd.	 A company in which a director of the Company, Datuk 

Baharuden bin Abd. Majid, has substantial financial 

interest.

Mechmar (L) Ltd.	 A company in which a director of the Company, Mr. Tan Keng 

Boon, is also a director.

BIB Group Plc.	 A company in which Dato’ Tan Kean Wan, Mr. Tan Keng Boon, 

Mr. Loh Kiat Loon and Datuk Baharuden bin Abd. Majid, 

four of the directors of the Company, are also directors.
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Significant outstanding balances arising from non-trade transactions with related parties are as 

follows:

					      The Group 	  The Company

					     2009	 2008	 2009	 2008

					      RM	 RM 	 RM 	  RM

Included under other receivables:

Business Quest Sdn. Bhd.

   Rental of premises		 10,363	 11,022	 10,636	 11,022

Mechmar (L) Ltd.

   Expenses paid on behalf	 1,416,637	 -	 1,416,637	 -

BIB Group Plc.

   Expenses paid on behalf	 81,644	 -	 81,644	 -

Included under other payables:

Overseas Ice Factory (KL) Sdn. Bhd.

   Advances granted and interest charged	 -	 850,000	 -	 -

Sinar Muda Sdn. Bhd.

   Expenses paid on behalf	 101,460	 109,460	 101,460	 109,460

Mechmar Pte. Ltd.

   Expenses paid on behalf	 90,823	 90,823	 90,823	 90,823

All advances granted by related parties are unsecured, with no fixed terms of repayment and 

interest-free except for advances from Overseas Ice Factory (KL) Sdn. Bhd. which bear interest at 9% 

(2008: 9%) per annum.

25.	 OTHER RECEIVABLES, DEPOSITS AND PREPAYMENTS

					      The Group 	  The Company

					     2009	 2008	 2009	 2008

					      RM	 RM 	 RM 	  RM

Other receivables		  10,256,397	 11,405,888	 7,317,300	 7,745,084

Tax recoverable		  1,671,974	 618,114	 1,203,364	 268,800

Refundable deposits		 594,933	 651,766	 381,222	 383,127

Prepayments			  7,356	 314,958	 1,467	 1,467

				    12,530,660	 12,990,726	 8,903,353	 8,398,478

Less:  Allowance for doubtful 

             receivables		  (8,021,143)	 (8,487,145)	 (6,510,455)	 (6,976,455)

Net				    4,509,517	 4,503,581	 2,392,898	 1,422,023
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26.	S HORT-TERM DEPOSITS AND FIXED DEPOSITS WITH LICENSED BANKS

The Group’s short-term deposits and fixed deposits, with maturity ranging from 1 to 365 days (2008: 1 

to 365 days), earn interest at rates ranging from 2.4% to 3.7% (2008: 2.6% to 9.7%) per annum.

27.	NON -CURRENT ASSETS CLASSIFIED AS HELD FOR SALE

					      The Group

					     2009	 2008

					      RM	 RM 

At Cost:

   Condominium units	 -	 313,920

Accumulated depreciation:

   Condominium units	 -	 (138,125)

				    -	 175,795

During the financial year, the Group disposed of the above condominium units for a total consideration 

of RM330,000, resulting in a gain on disposal of RM154,205.

28.	S HARE CAPITAL

					T     he Company

					     2009	 2008

					      RM	 RM 

Authorised:

   Ordinary shares of RM1 each	 500,000,000	 500,000,000

Issued and fully paid:

   Ordinary shares of RM1 each	 149,646,000	 149,646,000

29.	 RESERVES

					      The Group 	  The Company

					     2009	 2008	 2009	 2008

					      RM	 RM 	 RM 	  RM

Share premium		  22,605,288	 22,605,288	 22,605,288	 22,605,288

Translation reserve		  (21,078,688)	 (23,186,375)	 -	 -

Accumulated losses		 (45,520,879)	 (33,583,942)	(102,304,540)	 (98,029,965)

				    (43,994,279)	 (34,165,029)	 (79,699,252)	 (75,424,677)
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Share premium

Share premium arose from the premium on issuance of new ordinary shares in prior financial years.

Translation reserve

Exchange difference arising from translation of foreign subsidiary companies is taken to the translation 

reserve account as disclosed in the accounting policies.

30.	 LONG-TERM BORROWINGS

					      The Group 	  The Company

					     2009	 2008	 2009	 2008

					      RM	 RM 	 RM 	  RM

Long-term loans

   Secured			   982,757	 1,666,524	 156,817	 553,046

   Unsecured			   6,053,221	 6,335,749	 1,179,709	 1,082,703

				    7,035,978	 8,002,273	 1,336,526	 1,635,749

Less: Portion due within one year	 (6,229,336)	 (7,295,409)	 (1,336,526)	 (1,635,749)

Non-current portion		  806,642	 706,864	 -	 -

The non-current portion is repayable as follows:

					      The Group 	  The Company

					     2009	 2008	 2009	 2008

					      RM	 RM 	 RM 	  RM

Between one to two years	 486,850	 245,881	 -	 -	

Between two to five years	 319,792	 460,983	 -	 -

				    806,642	 706,864	 -	 -

In 2001, an offshore bank called upon a banker guarantee which was made available by a 

local merchant bank (Note 36) to settle partially a US$13 million term loan due and payable by 

the Company. The balance of the outstanding loan amount, after this set off, is guaranteed by a 

subsidiary company engaged in property development and is repayable over sixty (60) monthly 

installments of US$40,000 each commencing 31st March, 2003. As of 31st December, 2009, RM156,817, 

equivalent to US$45,766 (2008: RM553,046, equivalent to US$159,653), has remained outstanding.

As of 31st December, 2009, the Group has defaulted in the payment of certain bank borrowings 

amounting to RM49,464,000 (including accrued finance costs) as announced by the Company 

under Practice Note 1/2001 and has negotiated with its bankers to restructure the repayment of 

these borrowings.
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Long-term loans of the Group and of the Company are secured by:

(i)	 fixed and floating charges over all the assets of the Company and certain subsidiary 

companies;

(ii)	 fixed charges over certain subsidiary companies’ landed properties; and

(iii)	 debts assignment, sales proceeds assignment and dividend assignment executed by the 

Company and two subsidiary companies.

Long-term loans of the subsidiary companies totalling RM5,699,452 as of 31st December, 2009 (2008: 

RM6,366,524) are guaranteed by the Company.

Interest on long-term loans are charged at varying rates as follows:

(i)	 Local borrowings:	 1.25% to 2.50% per annum above the respective bank’s base 

lending rate in 2009 and 2008; and

(ii)	 Overseas borrowings:	 2.5% per annum above the London Interbank Offered Rate in 

2009 and 2008.

31.	 HIRE-PURCHASE PAYABLES

					      The Group 	  The Company

					     2009	 2008	 2009	 2008

					      RM	 RM 	 RM 	  RM

Total outstanding		  293,353	 584,053	 -	 -

Less: Interest-in-suspense	 (39,739)	 (74,348)	 -	 -

Principal outstanding	 253,614	 509,705	 -	 -

Less:  Amount due within 12 months

            (shown under current liabilities)	 (61,866)	 (144,181)	 -	 -

Non-current portion		  191,748	 365,524	 -	 -

The non-current portion is repayable as follows:

					      The Group 	  The Company

					     2009	 2008	 2009	 2008

					      RM	 RM 	 RM 	  RM

Financial years ending 31st December

2010				    -	 127,206	 -	 -

2011 and thereafter		  191,748	 238,318	 -	 -

				    191,748	 365,524	 -	 -
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It is the Group’s and the Company’s policy to acquire certain of its property, plant and equipment 

under hire-purchase arrangements. The average term for hire-purchase is approximately four (4) 

years. For the financial year ended 31st December, 2009, the average borrowing rate is 3.3% to 

6.9% (2008: 3.3% to 6.9%) per annum. Interest rates are fixed at the inception of the hire-purchase 

arrangements.

The Group’s and the Company’s hire-purchase payables are secured by the financial institutions’ 

charge over the assets under hire-purchase.

32.	T RADE PAYABLES

Trade payables comprise amounts outstanding from trade purchases, sub-contract works and on-

going costs.

The credit period granted to the Group ranges from 30 to 180 days (2008: 30 to 180 days).

33.	OT HER PAYABLES AND ACCRUED EXPENSES

					      The Group 	  The Company

					     2009	 2008	 2009	 2008

					      RM	 RM 	 RM 	  RM

Accrued expenses		  28,635,690	 31,836,362	 25,515,763	 25,172,277

Other payables		  10,091,843	 6,927,646	 5,344,397	 4,522,099

Deposits received		  216,831	 612,808	 60,020	 134,019

				    38,944,364	 39,376,816	 30,920,180	 29,828,395

Accrued expenses of the Group and of the Company comprise mainly accrued finance costs.
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Provision for corporate guarantee represents liability expected to crystallise from corporate guarantee 

executed by the Company in favour of licensed banks in respect of credit facilities granted to a 

previous subsidiary company.

Specific provision for contract costs represents management’s best estimate of the Group’s contract 

costs incurred up to the financial year-end for which billings to the Group were not due until after 

the financial year-end.

General provision for completed contracts represents management’s best estimate of the Group’s 

liability on completed contracts, based on prior experience.

The Group gives warranty on certain products and undertakes to replace defective products. 

Provision for warranty of the Group represents management’s best estimates of the Group’s liability 

during warranty period, based on prior experience.

Provision for development costs represents management’s best estimate of the Group’s development 

costs incurred up to the financial year-end for which billings to the Group were not due until after 

the financial year-end.

35.	 AMOUNT OWING TO CONTRACT CUSTOMERS

					      The Group

					     2009	 2008

					      RM	 RM 

Contract costs		  35,916,974	 22,143,820

Profit attributable to work performed todate	 3,514,165	 4,982,747

				    39,431,139	 27,126,567

Progress billings received and receivable	 (46,630,020)	 (40,227,618)

Amount owing to contract customers	 (7,198,881)	 (13,101,051)

Contract income recognised as revenue in financial year	 46,958,789	 32,911,612

Contract costs recognised as expenses in financial year	 40,377,044	 26,479,954

36.	 BANK BORROWINGS

					      The Group 	  The Company

					     2009	 2008	 2009	 2008

					      RM	 RM 	 RM 	  RM

Secured:

   Term loans			   16,532,149	 16,613,408	 16,532,149	 16,532,149

   Trust receipts		  18,941,135	 19,336,017	 8,984,059	 9,379,341

Unsecured:

   Bank overdrafts (Note 40)	 659,384	 373,606	 -	 -

				    36,132,668	 36,323,031	 25,516,208	 25,911,490
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Included in secured term loans of the Company as of 31st December, 2009 is an amount of 

RM2,409,415 (2008: RM2,409,415) owing to a merchant bank which arose from the calling up of a 

RM45 million bank guarantee which was provided by the said merchant bank to an offshore bank 

as security for a US$13 million term loan (Note 30) granted to the Company. The amount owed of 

RM2,409,415 represents the shortfall amount which was payable to the said merchant bank after the 

set-off of the Company’s fixed deposits which were charged with the said merchant bank.

Other than those stated in the preceding paragraph, bank borrowings of the Group and Company 

are secured by:

(i)	 fixed and floating charges over the assets of certain subsidiary companies;

(ii)	 fixed charges over a subsidiary company’s development land; and

(iii)	 assignment of contract proceeds of a subsidiary company.

Under the terms of the agreements covering liabilities under trust receipts facilities granted by a 

licensed bank, certain merchandise have been released to the Company and certain subsidiary 

companies in trust for the banks. The Company and the subsidiary companies are accountable to 

the banks for these merchandise and/or their sales proceeds and insurance proceeds.

Bank borrowings of the Company totalling RM8,984,059 (2008: RM9,379,341) are guaranteed by a 

subsidiary company engaged in property development. Bank borrowings of the subsidiary companies 

totalling RM10,616,460 (2008: RM9,956,676) are also guaranteed by the Company.

Bank borrowings of the Group and the Company bear interest at rates ranging from 6.85% to 8.80% 

(2008: 6.96% to 8.80%) per annum.

37.	 AMOUNT OWING TO DIRECTORS

The amount owing to directors represents interest-free advances with no fixed terms of repayment.

38.	 CONTINGENT LIABILITIES (UNSECURED)

As of 31st December, 2009, the Company is contingently liable without security, for guarantees 

executed in favour of certain licensed banks for credit facilities granted to certain subsidiary 

companies. Amount outstanding from these credit facilities amounted to RM16.3 million (2008: 

RM16.3 million).

As of 31st December, 2009, a subsidiary company engaged in property development is contingently 

liable in connection with claims filed by two (2) third parties for specific performance of contracts to 

sell certain parcels of land and apartments to the two (2) third parties respectively, or alternatively, 

compensation for breach of contracts, costs and other relief as deemed fit by the court. The 

directors of the said subsidiary company are of the opinion that the subsidiary company would have 

reasonable grounds to refute the claims and accordingly, no provision for liability has been made in 

the financial statements of the Group.
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39.	SE GMENT REPORTING

Business Segments

For management purposes, the Group is organised into the following operating divisions:

-	 Manufacturing, marketing and installation of industrial boilers and associated product support 

services;

-	 Power generation via the operations of an independent power plant;

-	 Trading of engineering products, valves, solar heaters and ice machines;

-	 Undertaking property development projects; and

-	 Others (include investment holding and leasing, hire-purchase and share financing 

activities).

Inter-segment sales are charged on a basis as negotiated between the said parties.
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Geographical Segments

The Group’s manufacturing and trading activities are located in Malaysia, Indonesia and Sri Lanka, 

its power generation activity is based in Tanzania, whereas its property development and financing 

activities are located in Malaysia.

The following is an analysis of the Group’s external revenue by geographical market, irrespective of 

the origin of the goods/services:

					S     ales revenue by

					     geographical market

					     2009	 2008

					      RM	 RM 

Malaysia			   63,024,758	 57,557,678

Other Asian countries	 1,577,139	 5,162,199

Tanzania			   -	 104,312,216

				    64,601,897	 167,032,093

The following is an analysis of the carrying amount of segment assets and capital additions by the 

geographical area in which the assets are located:

					     Carrying amount of

					     segment assets	 Capital additions

					     2009	 2008	 2009	 2008

					      RM	 RM 	 RM 	  RM

Malaysia			   56,770,569	 68,559,495	 293,765	 427,245

Tanzania			   195,826,942	 195,826,942	 -	 -

Other Asian countries	 -	 8,524,416	 -	 21,777

				    252,597,511	 272,910,853	 293,765	 449,022

40.	 CASH AND CASH EQUIVALENTS

Cash and cash equivalents at end of year comprise:

					      The Group 	  The Company

					     2009	 2008	 2009	 2008

					      RM	 RM 	 RM 	  RM

Short-term deposits and fixed deposits 

   with licensed banks	 574,562	 385,576	 68,615	 68,493

Cash and bank balances	 6,431,389	 7,208,401	 455,903	 800,984

Bank overdrafts (Note 36)	 (659,384)	 (373,606)	 -	 -

				    6,346,567	 7,220,371	 524,518	 869,477
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41.	F INANCIAL INSTRUMENTS

Financial Risk Management Objectives and Policies

The operations of the Company is subject to a variety of financial risks, including foreign currency 

risk, political risk, market risk, credit risk, interest rate risk, liquidity risk and cash flow risk. The Group 

has formulated a financial risk management framework whose principal objective is to minimise 

the Group’s exposure to risks and/or costs associated with the financing, investing and operating 

activities of the Group.

Various risk management policies are made and approved by the Board of Directors for observation 

in the day-to-day operations for the controlling and management of the risks associated with 

financial instruments.

(i)	 Foreign currency risk

The Group’s local subsidiary companies undertake trade transactions with foreign suppliers 

and the amounts outstanding which are denominated in foreign currencies give rise to foreign 

exchange exposure. Functional currencies in foreign subsidiary companies which differ from 

Ringgit Malaysia, mainly United States Dollar, Indonesian Rupiah and Sri Lanka Rupee, give rise 

to conversion exposure.

The Group maintains a natural hedge whenever possible, by borrowing in the currency of the 

country in which the property or investment is located.

(ii)	 Political risk

The Group operates a power plant in Tanzania and as such, is exposed to political risk in the 

said country. To manage such exposure, the Group has secured a political risk insurance 

insuring against expropriation of assets, power purchase agreement frustration, arbitration 

default, war and terrorism, non-convertibility of Tanzanian Shillings to United States Dollar and 

non-transfer of funds out of Tanzania.

(iii)	 Market risk

The Company has in place policies to manage its exposure to fluctuation in prices of the key 

trading merchandise used in the operations by way of negotiation for the purchasing terms 

and ensures no concentration of risk in a particular supplier.

(iv)	 Credit risk

The Group’s major exposure to credit risk, or the risk of counter parties defaulting, is its trade 

receivables. The Group controls credit risk by careful evaluation of the customer’s financial 

condition and credit history and on-going monitoring via management reporting procedures. 

The Company also ensures a large number of customers so as to limit high credit concentration 

in customers from a particular market.

The Group is exposed to concentration of credit risk in respect of its power plant operations in 

Tanzania as there is only a sole power purchaser.
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The Group’s exposure to credit risk in relation to its trade receivables, should all its customers 

fail to perform their obligations as of 31st December, 2009, is the carrying amounts of these 

receivables as disclosed in the balance sheet and the non-consolidated trade receivable 

balance of Independent Power Tanzania Limited (“IPTL”) amounting to RM290,338,761 as of 

15th December, 2008 as mentioned in Note 15.

(v)	 Interest rate risk

The Group’s and the Company’s exposure to interest rate risk is significant as total debts 

owing to bankers amounted to RM43,422,260 (2008: RM44,835,009). Details of interest rates 

are disclosed in Notes 30, 31 and 36.

(vi)	 Liquidity risk

The Group actively manages its debt maturity profile, operating cashflows and the availability 

of funding so as to ensure that all refinancing, repayment and funding needs are met. In 

addition, the Group strives to maintain available banking facilities at a reasonable level to its 

overall debt position.

As mentioned in Note 30, as of 31st December, 2009, the Group has defaulted in the payment 

of certain bank borrowings amounting to RM49,464,000 and has negotiated with its bankers 

to restructure the repayment of these borrowings.

(vii)	 Cash flow risk

The Company reviews its cash flow position regularly to manage its exposure to fluctuations 

in future cash flows associated with its monetary financial instruments. In view of the Group’s 

net current liabilities position as of 31st December, 2009, cash flow management is critical in 

ensuring that outflows can be matched by inflows on a timely basis

Financial Assets

Significant financial assets of the Group include trade, hire-purchase, lease and share financing and 

other receivables, amount owing by associated company, other investments, short-term deposits 

and fixed deposits and cash and bank balances.

Significant financial assets of the Company also include amount owing by subsidiary companies.

The accounting policies applicable to the major financial assets are as disclosed in Note 3.

Financial Liabilities and Equity Instruments

Debts and equity instruments are classified as either liabilities or equities in accordance with the 

substance of the contractual arrangement.

Significant financial liabilities of the Group include trade and other payables, amount owing to 

directors, bank borrowings and hire-purchase payables.

Significant financial liabilities of the Company also include amount owing to subsidiary companies.

Bank borrowings are recorded at the proceeds received net of direct issue costs. Finance charges 

are accounted for on an accrual basis.
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Fair Values

The fair values of short-term financial assets and financial liabilities approximate their carrying 

amounts reported in the balance sheets because of the immediate or short-term maturity of these 

financial instruments. No disclosure of fair value is made for investments in unquoted shares as it is 

not practicable to determine the fair values of these instruments because of the lack of quoted 

market prices and the assumptions used in valuation models to value these investments cannot be 

reasonably determined.

The fair values of long-term financial assets and financial liabilities are determined based on market 

conditions or by discounting the relevant cash flows using the current interest rates for similar 

instruments at balance sheet date. There is no material difference between the fair values and 

net carrying values of these assets and liabilities as of the balance sheet date. No disclosure of fair 

value is made for balances with related parties as it is impractical to determine their fair values with 

sufficient reliability given these balances have no fixed terms of repayment.

42.	S IGNIFICANT EVENTS INVOLVING THE COMPANY AND INDEPENDENT 
POWER TANZANIA LIMITED

On 25th February, 2002, the minority shareholder of a foreign subsidiary company, Independent 

Power Tanzania Limited (“IPTL”), VIP Engineering & Marketing Ltd (“VIP”), claimed oppression by the 

Company (the majority shareholder) and filed a petition to wind up IPTL on these grounds in the 

Tanzanian High Court (“High Court”).

On 16th December, 2008, The High Court ordered the appointment of a Provisional Liquidator to 

investigate the claims of oppression by VIP before making a ruling on VIP’s petition to wind up IPTL, 

under the following terms of appointment:

1.	 To maintain the status quo of IPTL until the winding up hearing date; and

2.	 To investigate VIP’s complaints/claims of oppression by the majority shareholder and submit a 

report to the High Court of his findings.

The hearing of the winding up petition has been scheduled from 1st to 3rd June, 2010.

As such, the Group has lost control over the power to govern the financial and operating policies 

of IPTL following the appointment of the Provisional Liquidator. Accordingly, the Group ceased 

consolidating the results of IPTL on the said date. Net profit of IPTL of RM18.2 million for the period 

1st January, 2008 to 15th December, 2008 has been consolidated with those of the Group based 

on unaudited management financial statements as the directors of the Company have not been 

able to obtain the audited financial statements of IPTL from the Provisional Liquidator. As of 31st 

December, 2009, the carrying value of the Group’s investment in this non-consolidated subsidiary 

company amounted to RM195,826,942.

On 16th December, 2008, the Company, in its capacity as co-respondent in this civil suit, filed an 

application with the Tanzanian Court of Appeal for a stay of execution of this High Court ruling, 

pending submission of an appeal to the Tanzanian Court of Appeal for this High Court ruling to be 

vacated.
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On 27th January, 2009, Standard Chartered Bank Hong Kong Ltd (“SCBHK”), the lender of IPTL’s term 

loan, filed an ex-parte petition for an Administrator Order over IPTL. The High Court issued a ruling in 

favor of SCBHK to appoint an Administrator over IPTL for a period of one year, with the objective of 

ensuring the going-concern of IPTL and to recover the debt owed by TANESCO (Note 15), to repay 

the debts owed to all creditors of IPTL, including the Company. The appointment of the Administrator 

has displaced the Provisional Liquidator appointed by the High Court, and dismissed VIP’s winding 

up petition.

On 3rd February, 2009, SCBHK exercised its lien over the Company’s shares in IPTL and appointed a 

Receiver & Manager over these said shares. As such, the Company also lost control to govern the 

on-going legal proceedings against TANESCO and the Government of Tanzania in the capacity of 

a shareholder of IPTL.

Following the above events, on 3rd March, 2009, the Company announced that it is an affected 

issuer under the Practice Note No. 17/2005 (“Amended PN 17”) criteria of Bursa Malaysia Securities 

Berhad (“Bursa Malaysia”). The Group and the Company were required to submit a financial 

regularisation plan to Bursa Malaysia by 2nd October, 2009, but the submission was subsequently 

extended to 8th June, 2010. As of the date of these financial statements, the Company is in the 

process of finalising the formulation of a corporate restructuring plan with all its lenders to regularise 

its financial condition.

On 9th April, 2009, the Tanzania Court of Appeal set aside the Administration Order granted by 

the High Court to SCBHK and as such, IPTL is now placed under the original Provisional Liquidator 

pending a fresh hearing of SCBHK’s inter-parte application for the Administrator Order.

On 9th April, 2010, the abovementioned application for stay of execution was heard following the 

Company’s submission on 16th December, 2008. The Court of Appeal Judge requested the Company 

and VIP to file written submission on 15th April, 2010 and 24th April, 2010 respectively. Subsequent 

thereto, a rejoinder will be filed on 3rd May, 2010 and the Court of Appeal Judge will issue a ruling 

on 11th May, 2010.
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STATEMENT BY DIRECTORS

financial statements 

The directors of MECHMAR CORPORATION (MALAYSIA) BERHAD state that, in their opinion, the financial 

statements of the Group and of the Company, which comprise the balance sheets as of 31st December 

2009, and the income statements, statements of changes in equity and cash flow statements for the year 

then ended, and a summary of significant accounting policies and other explanatory notes, as set out on 

pages 35 to 101, are drawn up in accordance with Financial Reporting Standards and the provisions of the 

Companies Act, 1965 in Malaysia so as to give a true and fair view of the state of affairs of the Group and of 

the Company as of 31st December 2009 and of the results of their business and the cash flows of the Group 

and the Company for the year ended on that date.

Signed on behalf of the Board

in accordance with a resolution of the Directors,

_____________________________________

DATO’ TAN KEAN WAN

_____________________________________

DATUK BAHARUDEN BIN ABD. MAJID

Shah Alam,

29th April, 2010
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DECLARATION BY THE DIRECTOR PRIMARILY RESPONSIBLE FOR
THE FINANCIAL MANAGEMENT OF THE COMPANY

I, LOH KIAT LOON, the Director primarily responsible for the financial management of MECHMAR 

CORPORATION (MALAYSIA) BERHAD, do solemnly and sincerely declare that the financial statements of the 

Group and the Company, which comprise the balance sheets as of 31st December  2009, and the income 

statements, statements of changes in equity and cash flow statements for the year then ended, and a 

summary of significant accounting policies and other explanatory notes, as set out on pages 35 to 101 are, 

in my opinion, correct and I make this solemn declaration conscientiously believing the same to be true, 

and by virtue of the provisions of the Statutory Declarations Act, 1960.

____________________________________

LOH KIAT LOON

Subscribed and solemnly declared by the 

abovenamed LOH KIAT LOON at SHAH ALAM 

this 29th day of April, 2010.

Before me,

____________________________________

COMMISSIONER FOR OATHS
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list of properties
As at 14 May 2010

Registered 

Owner

Address of 

Property

Age of 

Building

Title Current  

Use

Tenure Net Book 

Value as at 

31/12/2009 

(RM)

Type of Building/

Area meter

(meter square)

Date of 

Acquisition/ 

Revaluation

Mechmar 
Boilers 
Sdn Bhd

Mechmar 
Boilers 
Sdn Bhd

Orchid 
Properties 
Sdn Bhd

Resource 
Premium  
Sdn Bhd

Relau Estates 
Sdn Bhd

Relau Estates 
Sdn Bhd

Independent 
Power 
Tanzania Ltd

Lot 14, Jalan 
Timah, Pasir 
Gudang Ind. 
Est., 81700 Pasir 
Gudang, Johor

4542 (old unit 
No. B2/21), 
Awana
Condominium
Genting 
Highland

-

-

-

O-15-5, 
Desa Clarissa,
Taman Desa 
Relau 2,
11900 Relau, 
Penang

Plot No. 292/1, 
292/2, 292/3 & 
296, Block “D”
Salasala Tegeta
P.O.Box 77173
Dar es Salaam
Tanzania

31

23

-

-

14

12

13

HS (D) 19951, Lot 
15/318, Mukim 
Plentong, District of 
Johore Bahru

QT No. HS (D) 2078, 
Lot No. PT2157/95, 
Mukim of Bentong, 
Pahang (Main Title)

445 to 452 and
479 to 482 
Mukim of Tengku, 
District of Mersing, 
State of Johore

Geran No. 19187, 
Lot 7734, 
Mukim of Kajang, 
Daerah Ulu Langat, 
State of Selangor

Clubhouse Phase 1, 
Clubhouse Phase 2, 
Mukim 13,
Daerah Timur Laut, 
Pulau Pinang
 
-

Plot 292/1-Title:45567

Plot 292/2-Title:45566

Plot 292/3-Title:45884

Plot 296-Title:45883

Office cum 
Factory

Apartment 
Residential

-

-

Club house

Condominium

Power 
generation, 
office and 
accommo-

dation

Leasehold
(12-2-2037)

Freehold

Freehold

Freehold

Freehold

Freehold

Leasehold 
(1-4-2095)
[Plot 292/1 

&292/2]

Leasehold 
(1-7-2095)
[Plot 292/3 

& 296]

1,764,965

175,795

119,313

1,108,952

3,077,990

120,000

USD
472,048

Land and 2-Storey 
Office adjoining 
Factory Building

(8,093.71)

Residential 
Apartment

(116.88)

Agricultural Land
(135,073.12)

Industrial Land
(55,446.03)

Land and 
Club house

(33,294)

Condominium
(65.03)

Land, Power plant, 
single storey office 

and 12 semi-
detached houses

(Plot 292/1
-15,330m2

Plot292/2
- 48,490m2

Plot 292/3
- 5,270m2

Plot 296
- 10,320m2)

7/1/2004

1987

25/10/1982

18/9/1992

1/8/1992

1/8/1992

23/7/2002
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analysis of shareholdings
As at 14 May 2010

Authorised Capital	 :	 RM500,000,000

Issued & fully paid-up capital	 :	 RM149,646,000

Class of shares	 :	 Ordinary shares of RM1.00 each fully paid

Voting Right	 :	 One vote per RM1.00 share

A.	 DISTRIBUTION SCHEDULE OF EACH CLASS OF EQUITY SECURITIES

Holdings				N    o. of Holders	T otal Holdings	 %

1 – 99					     71	 2,366	 0.002

100 – 1,000				    2,383	 2,295,441	 1.534

1,001 – 10,000				   5,407	 23,316,209	 15.581

10,001 – 100,000			   1,007	 30,908,922	 20.655

100,001 – 7,482,299			   126	 56,300,462	 37.622

7,482,300 and above		  2	 36,822,600	 24.606

					     8,996	 149,646,000	 100.000

B.	 LIST OF TOP THIRTY SHAREHOLDERS

	N ame				S   hares Held	 %

1	 Amsec Nominees (Tempatan) Sdn Bhd pledged for Mekmore Sdn Bhd	 25,999,600	 17.374

2	 Kam Loong Mining Sdn Bhd	 10,823,000	 7.232

3	 Citigroup Nominees (Asing) Sdn Bhd pledged for Exempt AN 	 7,214,500	 4.821

	    for Citibank N.A Singapore

4	 Mayban Nominees (Tempatan) Sdn Bhd pledged 	 5,110,000	 3.414

	    for Datuk Baharuden Bin Abd Majid

5	 Kam Chan Seng		  2,415,900	 1.614

6	 M.I.T Nominees (Tempatan) Sdn Bhd pledged for Dato’ Tan Kean Wan	 2,258,700	 1.509

7	 Lily Ng @ Ng Hui Chin	 2,244,000	 1.500

8	 Mekmore Sdn Bhd		  2,161,500	 1.444

9	 Tan Yu Wei			   1,800,000	 1.203

10	 Tan Kee Huat			  1,500,000	 1.002

11	 Leong Wai Yeen		  1,300,000	 0.869

12	 HDM Nominees (Tempatan) Sdn Bhd pledged	 1,005,000	 0.672

	    for Mohd Fauzy Bin Abdullah

13	 Philip Lai			   934,700	 0.625

14	 Quek Keng Seng		  926,029	 0.619

15	 Johnny Soon Choon Jeen	 902,200	 0.603

16	 Amsec Nominees (Tempatan) Sdn Bhd pledged for Kelvin Lim Teck Kwang	 884,000	 0.591

17	 Chong Sin Lai			  800,000	 0.535

18	 Amsec Nominees (Asing) Sdn Bhd pledged for Player Trading Company Ltd	 791,000	 0.529

19	 Dato’ Tan Kean Wan	 701,000	 0.468

20	 A.A. Anthony Nominees (Tempatan) Sdn Bhd pledged	 668,000	 0.446

	    for Lee Teck Ong @ Lee Kok Chee



106
Mechmar Corporation (Malaysia) Berhad
Annual Report 2009

Mechmar Corporation (Malaysia) Berhad
Annual Report 2009

analysis of shareholdings
As at 14 May 2010

B.	 LIST OF TOP THIRTY SHAREHOLDERS

	N ame				S   hares Held	 %

21	 Mercsec Nominees (Tempatan) Sdn Bhd pledged	 639,000	 0.427

	    for Siow Wong Yen @ Siow Kwang Hwa

22	 Mayban Securities Nominees (Tempatan) Sdn Bhd	 584,800	 0.391

	    pledged for Choo Weng Wah

23	 Kelvin Lim Teck Kwang	 560,000	 0.374

24	 Yew Kim Beng @ Yew Chee Theong	 540,000	 0.361

25	 RYTA Taxation Services Sdn Bhd	 518,000	 0.346

26	 Ong Siok Lian			  500,000	 0.334

27	 Wong Fuei Boon		  444,000	 0.297

28	 Kam Chooi Suan		  404,000	 0.270

29	 Mayban Securities Nominees (Tempatan) Sdn Bhd	 400,000	 0.267

	    pledged for Heng Yong Lai

30	 Public Nominees (Tempatan) Sdn Bhd pledged for Chan Moon Thiam	 400,000	 0.267

					     75,428,929	 50.404

C.	 LIST OF SUBSTANTIAL SHAREHOLDERS

Directors				    Direct Interest	 Deemed Interest

	N o. of Shares	 % of Issued Capital	N o. of Shares	 % of Issued Capital

Dato’ Tan Kean Wan	 2,959,700	 1.98	 29,720,100(a)	 19.85

Mekmore Sdn Bhd	 28,161,100	 18.82	 -	 -

Kam Loong Mining Sdn Bhd	 10,823,000	 7.23	 -	 -

Notes:-

(a)	 Deemed interest via his shareholdings in Mekmore Sdn Bhd (28,161,100 ordinary shares, representing 18.82% of the 
issued and paid-up share capital of Mechmar).

Deemed interest via his shareholdings in Players Trading Co Ltd (791,000 ordinary shares representing 0.53% of the 
issued and paid-up share capital of Mechmar).

Deemed Interest under Connected Persons who are his family members:-

-	 321,000 ordinary shares, representing 0.21% of the issued and paid-up share capital of Mechmar, are held 
through Datin Yap Wen Shion, the wife of Dato’ Tan Kean Wan.

-	 152,000 ordinary shares, representing 0.10% of the issued and paid-up share capital of Mechmar, are held 
through Tan Keng Boon, the son of Dato’ Tan Kean Wan.

-	 120,000 ordinary shares, representing 0.08% of the issued and paid-up share capital of Mechmar, are held 
through Dr Michelle Tan Geoh Ean, the daughter of Dato’ Tan Kean Wan.

-	 110,000 ordinary shares, representing 0.07% of the issued and paid-up share capital of Mechmar, are held 
through Tan Keng Ooi, the son of Dato’ Tan Kean Wan.

-	 65,000 ordinary shares, representing 0.04% of the issued and paid-up share capital of Mechmar, are held 
through Lee Jee Wei, the daughter in-law of Dato’ Tan Kean Wan.
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analysis of shareholdings
As at 14 May 2010

D.	 DIRECTORS’ INTEREST

Directors				    Direct Interest	 Deemed Interest

	N o. of Shares	 % of Issued Capital	N o. of Shares	 % of Issued Capital

Dato’ Tan Kean Wan	 2,959,700	 1.98	 29,720,100(a)	 19.85

Datuk Baharuden Bin Abd Majid	 5,110,000	 3.41	 -	 -

Loh Kiat Loon	 -	 -	 -	 -

Tan Keng Boon	 152,000	 0.10	 65,000(b)	 0.04

Ahmad @ Misron Bin Yusof	 -	 -	 -	 -

Qua Kiat Seng	 -	 -	 -	 -

Notes:-

(a) 	 Please refer to the notes above.
(b) 	 Deemed interest by virtue of the direct shareholdings of his spouse, Lee Jee Wei in Mechmar.
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HEAD OFFICE

MECHMAR CORPORATION (MALAYSIA) BERHAD

No. 1 Jalan Perunding U1/17 Seksyen U1

Hicom-Glenmarie Industrial Park

40150 Shah Alam, Selangor Darul Ehsan

Tel: 603-55692828    Fax: 603-55691316 / 55692888

E-mail: hq@mechmar.com.my

Website: www.mechmar.com.my

SUBSIDIARIES

AWAN SETIA SDN BHD

No. 1, Leboh Relau Dua, 11900 Pulau Pinang

Tel: 604-6411822/ 6424360    Fax: 604-6424362

E-mail: reawan@tm.net.my

MECHMAR COCHRAN BOILERS (M) SDN BHD

No. 1 Jalan Perunding U1/17 Seksyen U1

Hicom-Glenmarie Industrial Park

40150 Shah Alam, Selangor Darul Ehsan

Tel: 603-55693688    Fax: 603-55691368

E-mail:	enquiries@mechmar.com.my / 

	 mcbsa@mechmar.com.my

Branch/Sales Office:
Lot 14 Jalan Timah, Pasir Gudang Ind. Est.

81700 Pasir Gudang, Johor Darul Takzim

Tel: 607-2513634 / 2513632

Fax: 607-2525494

E-mail: mcbpg@mechmar.com.my

MECHMAR BOILERS SDN BHD

Lot 14 Jalan Timah, Pasir Gudang Ind. Est.

81700 Pasir Gudang, Johor Darul Takzim

Tel: 607-2511341 / 2511325    Fax: 607-2511837

E-mail: boilers@mechmar.com.my

Premises and Addresses

SUBSIDIARIES

MECHMAR CAPITAL SDN BHD

No. 1 Jalan Perunding U1/17 Seksyen U1

Hicom-Glenmarie Industrial Park

40150 Shah Alam, Selangor Darul Ehsan

Tel: 603-55692828    Fax: 603-55691316

E-mail: meccapital@yahoo.com

SOLAR-MATE SDN BHD

No. 1 Jalan Perunding U1/17 Seksyen U1

Hicom-Glenmarie Industrial Park

40150 Shah Alam, Selangor Darul Ehsan

Tel: 603-55693888    Fax: 603-55691382

E-mail: solarmate@po.jaring.my

Website: www.solarmate.com.my

Branch/Sales Offices:
No.31 PSRN Bercham Selatan 17

Tmn Bercham Jaya

31400 Ipoh, Perak Darul Ridzuan

Tel/Fax: 05-5752750

No. 65 Ground Floor

Jalan Perai Jaya 5

Bandar Perai Jaya

3600 Perai, Penang

Tel/Fax: 04-3994595

OVERSEAS SUBSIDIARIES

INDEPENDENT POWER TANZANIA LTD

Plot No. 292/1, 292/2, 292/3 & 296

Block “D” Salasala Tegeta

P.O. Box 77173 Dar Es Salaam, Tanzania

Tel: 00-255-22-2650750    Fax: 00-255-22-2650751
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Notice of Annual General Meeting

NOTICE IS HEREBY GIVEN THAT the thirty-seventh Annual General Meeting of Mechmar Corporation 
(Malaysia) Berhad will be held at The Auditorium of the Company, No. 1, Jalan Perunding U1/17, Seksyen 
U1, Hicom-Glenmarie Industrial Park, 40150 Shah Alam, Selangor Darul Ehsan on Tuesday, 29 June 2010 at 
10.00 a.m. for the purpose of transacting the following businesses:-

AGENDA

Ordinary Business

1.	 To receive and adopt the Company’s Audited Accounts for the year ended 31 
December 2009 together with the Reports of Directors and Auditors thereon.

2.	 To approve the payment of Directors’ Fees of RM60,467.00 for the year ended 31 
December 2009.

3.	 To re-elect Mr Tan Keng Boon, the Executive Director who retires pursuant to Article 
99 of the Company’s Articles of Association.

4.	 To re-elect Mr Qua Kiat Seng, the Independent Non-Executive Director who retires 
pursuant to Article 99 of the Company’s Articles of Association.

5.	 To re-elect Mr Isaac Daniel, the Non-Independent Non-Executive Director who 
retires pursuant to Article 104 of the Company’s Articles of Association.

6.	 To re-appoint Deloitte KassimChan, the retiring auditors and to authorise the 
Directors to fix their remuneration.

Special Business

7.	 ORDINARY RESOLUTION
Authority to Directors to issue new shares under Section 132D of the Companies 
Act, 1965

“That pursuant to Section 132D of the Companies Act, 1965, the Directors be and 
are hereby authorised to issue shares in the Company at any time and upon such 
terms and conditions and for such purposes as the Directors may in their absolute 
discretion deem fit, provided that the aggregate number of shares to be issued does 
not exceed 10% of the issued share capital of the Company at the time of issue, 
subject always to the approval of all relevant regulatory bodies being obtained for 
such allotments and issues and that the Directors be and are empowered to obtain 
the approval for the listing and quotation for the additional shares so issued on 
Bursa Malaysia Securities Bhd and that such authorities shall continue in force until 
the conclusion of the next Annual General Meeting of the Company.”

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

BY ORDER OF THE BOARD

LEONG OI MOOI
(MAICSA 0780977)
Company Secretary

Shah Alam, Selangor Darul Ehsan

7 June 2010

Notes:
1.	 A member entitled to attend and vote at the meeting is entitled to appoint a proxy but not exceeding two to attend and 

vote in his stead. A proxy may but need not be a member of the Company.
2.	 Where a member appoints two proxies, the appointments shall be invalid unless he specifies the proportions of his holdings 

to be represented by each proxy.
3.	 The instrument appointing a proxy shall be in writing under the hand of the appointer or his attorney duly authorised or if 

the appointer is a corporation, under its common seal.
4.	 The instrument appointing a proxy must be deposited at the registered office of the Company at No. 1, Jalan Perunding 

U1/17, Seksyen U1, Hicom-Glenmarie Industrial Park, 40150 Shah Alam, Selangor Darul Ehsan not less than 48 hours before 
the time appointed for holding this meeting or any adjournment thereof.

Resolution 2

Resolution 1

Resolution 4

Resolution 3

Resolution 5

Resolution 6

Resolution 7
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STATEMENT ACCOMPANYING NOTICE OF 
ANNUAL GENERAL MEETING

1.	 GENERAL MANDATE FOR NEW ISSUANCE OF SHARES

The Ordinary Resolution proposed under Agenda 7 if passed, will give authority to the Directors of 

the Company, from the date of the above Annual General Meeting (“AGM”), authority to issue and 

allot ordinary shares from unissued share capital of the Company up to an aggregate amount of 

not exceeding ten percent (10%) of the issued share capital of the Company for the time being. This 

authority, unless revoked or varied at a general meeting will expire at the next AGM.

The mandate sought above is a renewal of the existing general mandate. There was no issuance 

of new shares since the last AGM and there is no decision to issue new shares at this juncture. The 

Company will make an announcement, should there be any new issuance of shares in respect of the 

purpose and utilisation of proceeds arising from such issue.

2.	 DETAILS OF DIRECTORS STANDING FOR RE-ELECTION

The profiles of Directors who are standing for re-election are set out in pages 6 to 7 of this Annual 

Report.
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FORM OF PROXY
FOR 37TH ANNUAL GENERAL MEETING

I/We _________________________________________________________________________________________________ 

of ____________________________________________________________________________________________________ 

being a member/member(s) of Mechmar Corporation (Malaysia) Berhad hereby appoint the Chairman of the 

Company or failing him/her, __________________________________________________________________________ 

of ____________________________________________________________________________________________________ 

as my/our proxy to attend and vote for me/us and on my/our behalf at the 37th Annual General Meeting 

of the Company to be held at The Auditorium of Mechmar Corporation (Malaysia) Berhad of No.1 Jalan 

Perunding U1/17 Seksyen U1, Hicom-Glenmarie Industrial Park, 40150 Shah Alam, Selangor Darul Ehsan on 

the Tuesday, 29 June 2010 at 10.00 a.m.

(Please indicate with an “X” in the space provided whether you wish your vote to be cast for or against the 

Resolution. In the absence of specific directions, your proxy will vote or abstain as he thinks fit.

Signature	 __________________________________

Dated this	 _________ day of __________________, 2010

Notes:

1.	 A member entitled to attend and vote at the meeting is entitled to appoint a proxy but not exceeding 

two to attend and vote in his stead. A proxy may but need not be a member of the Company.

2.	 Where a member appoints two proxies, the appointments shall be invalid unless he specifies the 

proportions of his holdings to be represented by each proxy.

3.	 The instrument appointing a proxy shall be in writing under the hand of the appointer or his attorney duly 

authorised or if the appointer is a corporation, under its common seal.

4.	 The instrument appointing a proxy must be deposited at the registered office of the Company at No. 1, 

Jalan Perunding U1/17, Seksyen U1, Hicom-Glenmarie Industrial Park, 40150 Shah Alam, Selangor Darul Ehsan 

not less than 48 hours before the time appointed for holding this meeting or any adjournment thereof.

1.	 To receive and adopt the Company’s Audited Accounts for the year 
ended 31 December 2009 together with the Reports of Directors and 
Auditors thereon.

2.	 To approve the payment of Directors’ Fees of RM60,467.00 for the year 
ended 31 December 2009.

3.	 To re-elect Mr Tan Keng Boon, the Executive Director who retires pursuant 
to Article 99 of the Company’s Articles of Association.

4.	 To re-elect Mr Qua Kiat Seng, the Independent Non-Executive Director who 
retires pursuant to Article 99 of the Company’s Articles of Association.

5.	 To re-elect Mr Isaac Daniel, the Non-Independent Non-Executive 
Director who retires pursuant to Article 104 of the Company’s Articles of 
Association.

6.	 To re-appoint Deloitte KassimChan, the retiring auditors and to authorise 
the Directors to fix their remuneration.

7.	 Authority to allot and issue shares pursuant to Section 132D of the 
Companies Act, 1965.

NO. OF SHARES HELD

RESOLUTIONS	FO R	 AGAINST
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