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RED IDEAS HOLDINGS BERHAD
(Incorporaied in Malaysia)

DIRECTORS' REPORT

The directors hereby submit their report and the audited financial statements of the Group and the
Company far the financial vear ended 31 December 2019.

Principal activities

The Company is principally an investment holding. The details of the subsidiaries, including their

principal activities, are disclosed in Note 14 to the financial statements.

Financial resulis

Group Company
RM RM
Net loss for the financial year 2,196,333 160,020

[n the opinion of the directors, the results of the aperations of the Group and the Company during the
financial year have not baen substantially affected by any item, iransaction or event of a material and
unusual nature.

Dividends

No dividend has been paid or declared by the Company since the end of the previous financial vear.
The directors also do not recommend any dividend payment in respect of the current financial year.
Reserves and provisions

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

Issue of shares and debentures

During the financial year, the Company increasead its issued and paid up ordinary share capital from
RM7,714,453 to RM11,652,656 by way of issuance of 5,000,000 new ordinary shares at an issue price
of RMO0.80 per ordinary share for cash to eligible investor for working capital purposes. The new ordinary
shares issued rank pari passu with the then existing ordinary shares of the Company.

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

Share options

No options have been granted by the Company to any parties during the financial year to take up
unissued shares of the Company.

No shares have been issued during the financial year by virtue of the exercise of any option o take up
unissued shares of the Company. As at the end of the financial year, there were no unissued shares of
the Company under options.
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RED IDEAS HOLDINGS BERHAD
(Incorporated in Malaysia)

Directors

The directors of the Company in office since the end of the previous financial year to the date of this
report are:

Dato’ Wee Hoe Soon @ Gooi Hoe Soon
Foo Kah Seong

Ignatius Ho Tzin Sung

Lim Kee Choon

Loke Tan Chung

Directors' Interests

The shareholdings in the Company and its related companies of those who were directors at the end of
the financial year, as recorded in the Register of Directors’ Shareholdings kept under Section 59 of the
Companies Act 2016, are as follows:

Number of ordinary shares

Balance as at Balance as at
1.1.2019 ©  Bought Sold 31.12.2019
In the Company
Shareheldings registered in
the name cof directors:
Dato’ Wee Hoe Scon @ Gooi Hoe Soon 8,000,595 - (100,000) 7,900,595

Foo Kah Seong 21,600,675 - (1,300,000} 20,300,675
Ignatius Ho Tzin Sung 21,600,675 - (1,300,000} 20,300,675
Loke Tan Chung 25,200,695 - (1,070,100} 24,130,585
Numbaer of redeemable preference shares
Balance as at Balance as at
1.1.2019 Bought Sold 31.12.201%
In the Company
Shareholdings registered in
the name of directors:
Loke Tan Chung 2,200,000 - - 2,200,000

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

Directors’ benefits

Since the end of the previous financial year, ne director has received or become entitled to receive any
benefit (other than a benefit included in the aggregate amount of emoluments received or due and
receivable by the directors as shown in the financial statements or the fixed salary of a full time
employee of the Company) by reason of a confract made by the Company or a related corporation with
the director or with a firm of which the director is a member, or with @ company in which the director has
a substantial financial inferest.

The details of the directors’ remuneration are disclosed in Nete 5 to the financial statements.

There were no arrangements during or at the end of the financial year, which had the object of enabling
directors to acquire benefits by means of the acquisition of shares in, or debentures of, the Company or
any other body corporate.

Indemnity and insurance

There was no indemnity given to or insurance effected for any directors, officers and auditors of the
Company during the financial year.
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RED IDEAS HOLDINGS BERHAD
(Incorporated in Malaysia)

Other statutory information

Before the financial statements of the Group and the Company were prepared, the directors took
reasonable steps:

(@)

(k)

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

to ensure that any current assefs which were unlikely to realise their book values in the ordinary
course of business had been written down to their expected realisable values,

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

(a)

(b)

(c)

which would render the amount written off for bad debts or the amount of the provision for
doubtful debis in the financial statements of the Group and the Company inadequate to any
substantial extent;

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

which have arisen which render adherence to the existing method of valuation of assets or
liabilities of the Group and the Company misleading or inappropriate.

In the interval between the end of the financial year and the date of this report:

(a)

(b)

no item, transaction or event of a material and unusual nature has arisen which, in the opinion of
the directors, would substantially affect the results of the operations of the Group and the
Company for the financial year in which this report Is made; and

no charge has arisen on the assets of the Group and the Company which secures the liability of
any other person nor have any contingent liabilities arisen in the Group and the Company.

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

At the date of this report, the directors are not aware of any circumstances not otherwise dealt with in
this report or the financial statements, which would render any amount stated in the financial statements
misieading.
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RED IDEAS HOLDINGS BERHAD
(Incorporated in Malaysia)
Auditors

The auditors, Messrs Russell Bedford LC & Company, have indicated their willingness to continue in
office.

The auditors’ remuneration for the Group and the Company is disclosed in Note 6 to the financial
statements.

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

IGNATIUS HO TZIN SUNG

FOO KAH SEONG

Kuala Lumpur

Dated:
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RED IDEAS HOLDINGS BERHAD
{Incorpaorated in Malaysia)

STATEMENT BY DIRECTORS

The directors of RED IDEAS HOLDINGS BERHAD state that, in the opinion of the directors, the
accompanying financial statements are drawn up in accordance with the provisions of the Companies
Act 2016 and the Malaysian Financial Reporting Standards, so as to give a true and fair view of the
financial position of the Group and of the Company as at 31 December 2019, and of their financial
performance and their cash flows for the year ended on that date.

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

IGNATIUS HO TZIN SUNG

FOO KAH SEONG

Kuala Lumpur

Dated;

STATUTORY DECLARATION

I, IGNATIUS HO TZIN SUNG, being the director primarily responsible for the financial management of
RED IDEAS HOLDINGS BERHAD, do solemnly and sincerely declare that to the best of my knowledge
and belief, the accompanying financial statements are comrect, and [ make this solemn declaration
conscientiously believing the same to be true and by virlue of the provisions of the Statutory
Declarations Act 1960.

Subscribed and solemnly declared by
the above named IGNATIUS HO TZIN
SUNG at Kuala Lumpur in Wilayah
Persekutuan on

S Smgpa me® Sy

IGNATIUS HO TZIN SLING

Before me,

COMMISSIONER FOR OATHS



201701020066 (1234231-M)

INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF

RED IDEAS HOLDINGS BERHAD
(Incorporated in Malaysia)

1.1

1.2

13

Report an tha audit of the flnancial statements
Opinion

We have audited the accompanying financial statemenis which comprise the statements of
financial position of the Group and of the Company as at 31 December 2019, and the related
statements of comprehensive income, changes in equity and cash flows for the year then ended,
and notes to the financial statements, including a summary of significant accounting policies.

In our opinion, the financial statements give a true and fair view of the financial position of the
Group and of the Company as at 31 December 2019, and of their financial performance and thelr
cash flows for the year then ended in accordance with the Companies Act 2016 (*Act") and the
Malaysian Financial Reporting Standards.

Basis for opinion

We conducted our audit in accordance with the Approved Standards on Auditing in Malaysia and
the International Standards on Auditing. Our responsibilities under those standards are furthar
described in paragraph 1.6.

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

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

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance
in our audit of the financial statements of the Group and of the Company for the current year.
These matters were addressed in the context of our audit of the financial statements of the Group
and of the Company as a whole, and in forming our opinion thereon, and we dc not provide a
separate opinion on these matters. We have determined that there are no key audit matters to
report with respect to our audit of the financial statements of the Company.
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1.3.1 Impairment assessment of intangible assets

14

1.5

As at 31 December 2019, the carrying amount of intangible assets of the Group amounted to
RM2,365,627. The Group performs impairment assessment on the cash generating unit (*CGU")
to which the intangible assets have been allocated to whenever there is an indication that the
CGU may be impaired. This assessment requires the exercise of significant judgement by the
directors on the discount rate applied In the recoverable amount caleulation and the assumptions
supporting the underlying cash flow projections, including the forecast growth rate and expected
changes in pricing and direct cost.

How the matter was addressed in the audit

Our audit procedures focus on evaluating the cash flow projections and the Group's forecasting
procedures which included, among others:

- assessed the recoverable amount valuation methodology adopted by the Group in
accordance with the requirements of MFRS 136 Impairment of Assets;

- compared cash flow projections against recent performance, and assessed and challenged
the key assumptions in the projections:

- independently derived applicable discount rate from available Industry data and compared
these with those used by management;

- tested the mathematical accuracy of the impairment assessment; and

- performed sensitivity analysis around the key assumptions that are expected to be most
sengitive to the recoverable amount,

We are satisfied with the results of our procedures performed.

Other information

Management is responsible for the other information. The other Information comprises the
information included in the Company's directors’ report but does not include the financial
statements and our auditors’ report thereon.

Our opinion on the financial statements does not cover the other information and we will not
express any form of assurance conclusion therecn.

In connection with our audit of the financial siatements, ocur responsibility is to read the other
information identified above when it becomes available and, in doing so, consider whether the
other information is materially inconsistent with the financial statements or our knowledge
obtained in the audit, or otherwise appears to be materially misstated. If, based on the work
performed, we conclude that there is a malerial misstatement of this other information, we are
required fo report the fact. We have nothing to report in regard to the directors’ report.

Responsibilities of management and those charged with governance for the financlal
statements

The directors are responsible for the preparation of financial statements that give a true and fair
view in accordance with the Act and the Malaysian Financial Reporting Standards, and for such
internal control as management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error,
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1.5

1.6

Responslbilities of management and those charged with governance for the financial
statements (continued)

In preparing the financial statements, management is responsible for assessing the Group’s and
the Company’s ability to continue as a geing concern, disclosing, as applicable, matters related to
going concern and using the going concern basis of accounting unless management either
intends tc liguidate the Company and/or its subsidiaries or to cease operations, or has no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the Group's financial reporting
process.

Auditors’ responsibilities for the audit of the financial statements

It is our responsibility to form an independent opinion, based on our audit, on these financial
statements and to report our opinion solely to you, as a body, in accordance with Section 266 of
the Act, and for no other purpose. We do not assume responsibility towards or accept liability to
any other person for the content of this report.

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

As part of an audit in accordance with the Approved Standards on Auditing in Malaysia and the
International Standards on Auditing, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

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

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

s+ Evaluate the appropriaieness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

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

8
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1.6

Auditors’ responsibilities for the audit of the financial statements {continued)

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

» (btain sufficient appropriate audit evidence regarding the financial information of the entitics
or business activities within the Group to express an opinlon on the Group's financial
statements. We are responsible for the direction, supervision and performance of the group
audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, ameng other matiers, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal contrel that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with therm all
relationships and other matters that may reasonably be thought to bear on our independence, and
where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those
matters that were of most significance in the audit of the financial statements of the current year
and are therefore the key audit matters. We describe these matters in our auditors' report unless
law or regulation precludes public disclosure about the matter or when, in extremely rare
circumstances, we defermine that a matter should not be communicated in our report because the
adverse consequences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.

Report on other legal and regulatory requirements
In accordance with the requirements of the Act, we also report that the subsidiary in which we
have not acted as auditars, is disclosed in Note 14 to the financial staternents.

Engagement partner

The engagement partner on the audit resulting in this independent auditors’ report is Tech Wuey
Sze.

RUSSELL BEDFORD LC & COMPANY TEOH WUEY 5ZE
AF 1237 02831/01/2022 J
CHARTERED ACCOUNTANTS CHARTERED ACCOUNTANT

Kuala Lumpur

Date:
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RED IDEAS HCLDINGS BERHAD

(Incorporated in Malaysia)

STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2019

Group Company
Note 2019 2018 2019 2018
RM RM RM RM
Revenue 4 3,135,086 1,940,812 - -
Cost of sales (1,438,704) (1,223,209) - -
Gross profit 1,696,382 717,513 - -
Other operating income 168,505 134,372 120,138 82,108
Administrative expenses (3,946,230) (3,248,925) (280,158) (208,758)
Allowance for expected credit
loss of receivables (91,666) (63,822) - -
Loss from operations {2,173,009) (2,460,882) {160,020) (126,650)
Finance income 7 2 644 - 632
Finance costs 8 (23,326) - - -
Net finance {costs)/income {23,324) 644 - -
Loss before tax (2,196,333) (2,460,218) (160,020) (126,018)
Income tax expense 9 - - - -
Net loss for the year (2,196,333) (2,460,218) (160,020) {126,018)
Other comprehensive loss:
Items that may be
reclassified subsequently
to profit or loss:
Foreign currency translation
differences (4,228) (2,766) - -
Other comprehensive loss
for the year, net of fax {(4,228) (2,766) - -
Total comprehensive loss
for the year {2,200,561) (2,462,884) (160,020) (126,018)
Loss per share (sen)
- Basic 10 (2.18} {2.46)
- Diluted 10 (2.18) {2.46)
The accompanying notes form an integral part of the financial statemants. 10
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RED IDEAS HOLDINGS BERHAD

{Incorporated in Malaysia)

STATEMENTS OF FINANCIAL POSITION

AS AT 31 DECEMBER 2019

Non current assets
Flant and equipment
Intangible assets

Right of use assets
Investment in subsidiaries
Qther receivables

Current assets

Inventories
Trade receivables

Other receivables, deposits and

prepayments
Other investment
Cash and bank balances

Total assets

Equity
Share capital
Reserves

Total equity

Non current liabilities
Lease liabilities

Current liabilities

Trade pavables

Ofher payables and accruals
Contract liability

Lease liabilities

Provisions

Total liabilities
Total equity and liabilities

15
16

17
18

19
20

21

Group Company
2019 2018 2019 2018
RM RM RM RM
323,427 323,456 - -
2,365,627 2,427,852 - -
221,496 - - -
- “ 1,000,030 1,000,030
- - 4,810,209 3,162,960
2,910,550 2,751,308 5,810,329 4,162,990
164,482 282,781 - -
498,915 546,613 - -
364,128 395,310 45,167 45,167
4,629,638 2,509,500 4,629,638 2,509,500
503,635 234,404 88,800 132,880
6,160,798 3,968,608 4,763,605 2,687,547
9,071,348 6,719,916 10,673,034 6,850,637
13,852,656 9,914,453 13,852,656 9,914,453
(6,332,727) (4,132,166) (3,385,013) (3,224,993}
7,619,929 5,782,287 10,467,643 6,689,460
137,246 - - -
137,246 - - -
86,184 85,342 - -
403,475 378,353 106,291 161,077
807,238 431,368 - -
93,336 - - -
23,930 42,566 - -
1,414,173 037,629 106,291 161,077
9,071,348 6,719,916 10,573,934 6,850,537

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

11
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RED IDEAS HOLDINGS BERHAD
(Incorporated in Malaysia}

STATEMENTS OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 20139 (continued)

Accumulated
Share capital losses Total
Company RM RM RM
At 1 January 2018 0,614,453 (3,098,975) 6,815,478
Net loss/Total comprehensive loss for the
year - (126,018) (126,018)
At 31 December 2018 9,014,453 (3.224,993) 6,689,460
Issuance of shares (Note 19) 4,000,000 - 4,000,000
Share igsue expenses {Note 19) {61,797) - (61,797)
3,038,203 - 3,938,203
Met loss/Total comprehensive loss for the
year - (160,020) (160,020)
At 31 Dacember 2019 13,852,656 (3,385,013) 10,467,643
The accompanying notes form an integral part of the financial statements. 14
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RED IDEAS HOLDINGS BERHAD
{Incorporated in Malaysia)

STATEMENTS OF CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER 2019

Cash flows from/{used in) operating
actlvities

Loss before tax
Adjustments for:

Allowance for expected credit losses

Amortisation of intangible assets

Changes in fair value of other investment

Depreciation

Gain on disposal of other investments

Inventories written off

Income distributed from financial assets
at fair value through profit or loss

Intangible assets written off

Interest expense

Interest income

Plant and equipment written off

Provision for warranty cost

Reversal of provision for warraniy costs

Unrealised {gain}ioss on foreign
exchange

Operating loss before working
capital changes

Decrease/(Increase) in inventories

increase In trade and other receivables

Increasef/{Decrease) in trade and other
payables

Increase in contract liability

Decrease in provisions

Net cash used in operating activitles

Cash flows from/{used in) investing
activities

Additions to intangible assets

Advances to subsidiaries

interest received

Proceeds from disposal of other
investments

Purchase of other investment

Purchase of plant and equipment

Net cash used in investing activities

Group Company
2019 2018 2019 2018
RM RM RM RM
(2,196,333) (2,460,218) {160,020) (126,018)
91,666 63,822 - -
634,082 | 539,713 - -
(4,648) (23,388) (4,648) (23,388)
336,872 180,080 - -
(53,909) - (53,909) -
- 17,514 - -
{61,581) (68,720) (61,581) (58,720)
54,532 - - -
23,326 - - -
2 (644) - (632)
- 24,932 - -
- 42,566 - "
{1,339) - - -
(963) 489 - -
(1,477,397) {1,673,844) (280,158) (208,758)
118,209 {147,680) - -
(12,786) (705,798) - (43,542)
29,108 18,592 (54,786) 76,067
375,870 312,087 - -
{17,297} - - -
(684,203) (2,196,643) (334,944) (176,233)
(627,289) (577,254) - -
- - {1,647,339) (2,190,730}
2 G644 ~ 632
1,500,000 4,072,608 1,500,000 4,072,608
{3,500,000) {8,500,000) (3,500,000} (6,500,000}
241,917 | (374,203) - -
(2,869,204) (3,378,205) (3,647,339) (4,617,490)
15

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




201701020066

RED IDEAS HOLDINGS BERHAD
(Incorporated in Malaysia)

STATEMENTS OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2019 (continued)

Group Company
2019 2018 2019 2018
RM RM RM RM
Cash flows from/{used in) financing
activities
(Repayment to)/Advances from
directors {3,134) 3,143 - -
Proceeds from issuance of shares, net 3,938,203 - 3,938,203 -
Repayments of lease liabilities (109,166) - - -
Net cash from financing activities 3,825,903 3,143 3,838,203 -
Net increase/{decrease) in cash and
cash equivalents 272,496 (5,571,705) (44,080) (4,793,723)
Cash and cash equivalents at
heginning of year 234,404 5,800,364 132,880 4,928,603
Effect of exchange differences (3,265) (3.255) - -
Cash and cash equivalents at
end of year 503,635 234,404 88,800 132,880
Cash and cash equivalents comprise
cash and bank balances 503,635 234,404 85,800 132,880
Reconciliation of liabilitles arising from financing activities
Cash Mon-cash
1.1.2019 flows changes 31.12.2019
Group RM RM RM RM
Amount due to directors 3,143 (3,134) - 9
Lease liabilities - (109,166) 339,748 230,582
Cash
1.1.2018 flows 31.12.2018
Group RM RM RM
Amount due to directors - 3,143 3,143
The accompanying noles form an integral part of the financial statements. 16
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RED IDEAS HOLDINGS BERHAD
(Incorporated in Malaysia)

NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2019

2.2

2.2.1

General information

The Company Is principally an investment holding company. The details of the subsidiaries,
including their principal activities, are disclosed in Note 14,

The Company is a public limited liability company, incorporated and domiciled in Malaysia, and is
listed on the LEAP Market of Bursa Malaysia Securities Berhad.

The Company's regisiered office is located at 54B, Damai Complex, Jalan Lumut, 50400 Kuala
Lumpur.

The principal place of business is located at Unit 606, Block G, Pusat Dagangan Philec Damansara
1, No. 9, Jalan 16/11, Seksyen 16, 46350 Petaling Jaya, Selangar Darul Ehsan.

The financial statements of the Group and the Company were approved and authorised for issue
by the board of directors on

Principal accounting policies
Statement of compliance

The financial statements of the Group and the Company have been prepared and presented in
accordance with the provisions of the Companies Act 2016 and the Malaysian Financial Reporting
Standards.

The financial statements also comply with the International Financial Reporting Standards as issued
by the International Accounting Standards Board.

Basis of preparation of the financial statements
Basis of accounting

The financial statements of the Group and the Company have been prepared under the historical
cost convention and any other bases described in the significant accounting policies as summarised
below.

The Group has adopted the new and revised Malaysian Financial Reporting Standards (*MFRSs")
and their related IC Interpretations that become mandatory for the current reporting period. The
adoption of these new and revised MFR3s and IC Interpretations does not result in significant
changes in accounting policies of the Group other than as follows:

i, MFRS 16 Leases

The scope of MFRS 16 includes leases of all assets, with certain exceptions. A lease is
defined as a contract, or part of a contract, that conveys the right to use an asset (the
underlying asset) for a period of time in exchange for consideration.

MFRS 16 requires lessees to account for all [eases under a single on-balance sheet model in
a similar way to finance lease under MFRS 117. The siandard includes two recagnition
exemptions for [essees — leases of low value assets and short term leases (i.e. leases with a
lease term of 12 months or less). At the commencement date of a lease, a [essee will
recognise a liability to make lease payments (i.e. the lease liability) and an asset representing
the right to use the underiying asset during the lease term (i.e. the right of use asset).

17
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RED IDEAS HOLDINGS BERHAD
{Incorporated in Malaysia)

2.21 Basls of accounting (continued)
i. MFRS 16 Leases (continued)

Lessees will be required to separately recognise the interest expense on the lease liability
and the depreciation expense on the right of use asset. Lessees will be required to remeasure
the [ease liabllity upon the occurrence of certain events (e.g. a change of lease term, a change
in future lease payments resulting from a change in an index or rate used to determine those
payments). The lessee will generally recognise the amount of the remeasurement of the lease
liahility as an adjustment to the right of use asset.

Lessor accounting is substantially unchanged. Lessors will continue to classify all leases
using the same classification principle as in MRFS 117 and distinguish between two types of
leases which is eperating and finance leases.

The effect of adopting MFRS 16 is disclosed in Note 31.

The Company has not adopled the new standards, amendments to published standards and IC
Interpretations that have been issued but not yet effective. These new standards, amendments to
published standards and IC Interpretations do not result in significant changes in accounting policies
of the Company upon their initial applications.

2.2.2 Significant accounting policies
Functional and presentation currency

The individual financial statements of each entity in the Group are measured using the currency of
the primary economic environment in which the entity operates (“functional currency"). The
consolidated financial statemenis are presented in Ringgit Malaysia (*RM"), which is also the
Company's functional currency.

Basis of consolidation

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

All intra-group balances, income and expenses and unrealised gains and [osses resulting from intra-
group transactions are eliminated in full.

Acquisition method

Acquisitions of subsidiaries are accounted for by applying the acquisition method. Identifiable assets
acquired and Habilities assumed in a business combination are measured initially at their fair values
at the acquisition date. Acquisition related costs are recognised as expenses in the periods in which
the costs are incurred and the services are received.

Any excess of the sum of their fair value of the consideration transferred in the business
combination, the amount of non-controlling interest in the acquiree (if any), over the net fair value
of the acquiree's net identifiable assets and liabilities is recorded as goodwill in the statement of
financial position. Ininstances where the latter amount exceeds the former, the excess is recognised
as a gain on bargain purchase in profit or loss on the acquisition date.

Subsidiaries are consolidated from the date of acquisition, being the date on which the Group
cbtains control, and continue to be consolidated until the date that such control ceases.

18
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RED IDEAS HOLDINGS BERHAD
{Incorporated in Malaysia)

2.2.2 Significant accounting policies (continued)
Acquisition method (continued)

Non-controlling interest represents the equity in subsidiaries not attributable, directly or indirectly,
to owners of the Company, and is presented within equity in the consolidated statement of financial
position, separately from equity aftributable to owners of the Company. Non-controlling interests in
the results of the Group is presented in the consolidated statement of comprehensive income as an
allocation of the profit or loss and the comprehensive income for the reporting period between non-
controlling interests and the owners of the Company. Losses applicable to the non-controlling
interests in a subsidiary are allocated to the non-controlling interests even if doing so causes the
non-controlling interests to have a deficit balance.

Changes in the Company owners’ ownership interest in a subsidiary that do not resuit In a loss of
control are accounted for as equity transactions. In such circumstances, the carrying amounts of
the controlling and non-controlling interests are adjusted to reflect the changes in their relative
interests in the subsidiary. Any difference between the amount by which the non-controlling interest
is adjusted and the fair value of the consideration paid or received is recognised directly in equity
and attributable to owners of the parent.

Merger accounting

A business combination involving entities under common control is a business combination in which
all the combining entities or subsidiaries are ultimately controlled by the same party or parties, both
before and after the business combination, and that control is nof transitory.

Subsidiaries acquired which have met the criteria for pooling of interest are accounted for using
merger accounting principles. Under the merger method of accounting, the results of the
subsidiaries are presented as if the merger had been effected throughout the current financial
period.

The assets and liabilities combined are accounted for based on the carrying amounis from the
perspective of the common control shareholder at the date of transfer. No amount is recognised in
respect of goodwill and excess of the acquirer's interest in the net fair value of the acquiree’s
identifiable assets and liabilifies and contingent liabilities over cost at the time of the common control
business combination to the extent of the continuation of the confrolling party or parties’ interests.

When the merger method is used, the cost of investrnent in the Company's books is recorded at the
nominal value of shares issued, The difference between the cost of investment and the nominal
value of the shares of the subsidiaries is treated as a merger deficit or merger reserve as applicable.
The resulls of the subsidiaries being merged are included for the full financial period.

Revenue recognition

Revenue is recognised when or as a performance obligation in the contract with customer is
salisfied, i.e. when the control of the goods or services underlying the particular performance
obligation is transferred to the customer. A performance obligation is a promise to transfer a distinct
goods or service {or a series of distinct goods or services that are substantially the same and that
have the same pattern of transfer) to the customer that is explicitly stated in the contract and implied
in the Group's customary business practices.

Revenue is measured at the amount of consideration to which the Group expects to be entitled in
exchange for transferring the promised goods or services to the customers, excluding amounts
collected on behalf of third parties such as sales taxes or goods and services taxes. If the amount
of consideration varies due to discounts, rebates, refunds, credits, incentives, penalties or other
similar items, the Group estimates the amount of consideration to which it will be entitled based on
the expected value or the most likely outcome. If the contract with customer contains more than one
performance obligation, the amount of consideration is allocated to each performance obligation
based on the relative stand-alone selling prices of the goods or services promised in the contract.
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RED IDEAS HOILDINGS BERHAD
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2.2.2 Significant accounting policies (continued)
Revenue recognlition (continued)

Revenue is recognised to the extent that it is highly probable that a significant reversal in the amount
of cumulative revenue recognised will not occur when the uncertainty associated with the variable
consideration is subsequently resolved.

The control of the promised goods or services may be transferred over time or at a point in time.
The control over the goods or services is transferred over time and revenue is recognised over time
if:

a) the customer simultaneously receives and consumes the benefits provided by the Group's
performance as the Group performs;

b) the Group's performance creafes or enhances an asset that the customer controls as the
asset is created or enhanced; or

c) the Group’s performance does not create an asset with an alternative use and the Group has
an enfarceable right to payment for performance completed to date.

Revenue for performance obligation that is not satisfied over time is recognised at the point in time
at which the customer obtains control of the promised goods or services.

Revenue is recognised only when it is probable that the Group will collect the considerations to
which it will be entitled to in exchange for the goods or services sold.

Foreign currencies
(i) Foreign currency transactions

Transactions in foreign curencies are measured in the respective functional currencies of the
Company and its subsidiaries and are recorded on initial recognition in the functional
currencies at exchange rates approximating those ruling at the transaction dates. Monetary
assets and liabllities denominated in foreign currencies are translated at the rates of exchange
ruling at the reporting date, Non-monetary items denominated in foreign currencies that are
measured at historical cost are translated using the exchange rates as at the dates of the
Initial transactions.

Exchange differences arising on the settlement of monetary items or on translating monetary
items at the reporting date are recognised in profit or loss.

(i) Foreign operations

The assets and liabilities of foreign operations are translated into Ringgit Malaysia af the rates
of exchange ruling at the reporting date and income and expenses are translated at exchange
rates at the dates of the transactions. The exchange differences ariging on the translation are
taken directly to other comprehensive income. On disposal of a foreign operation, the
cumulative amount recognised in other comprehensive income and accumulated in equity
under foreign currency translation reserve relating to that particular foreign operation is
recognised in profit or loss.
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RED IDEAS HOLDINGS BERHAD

(Incorporated in Malaysia)

2.2.2 Significant accounting policies (continued)
Forelign currencies (continued)
(i Exchange rates

The principal exchange rates for every unit of foreign currency used are as follows:

2019 2018

RM ' RM

Singapore Dollar 3.041 3.036
United States Dollar 4.093 4.136

Employee benefits
(i)  Short term benefits

Wages, salaries, bonuses and social security contributions are recaognised as an expense in
the reporting period in which the associated services are rendered by employees. Short term
accumulating compensated absences such as paid annual leave are recognised when
services are rendered by employees that increase their entitlement to future compensated
absences such as sick leave are recognised when the absences ocour.

(iiy Defined contribution plans

Obligations for contribution to defined contribution plans such as Employees Provident Fund
are recognised as an expense in profit or loss as incurred.

Income tax

Income tax on the profit or loss for the reporting period comprises current and deferred tax. Current
tax is the expected amount of income taxes payable in respect of the taxable profit for the reporting
period and is measured using the tax rates that have been enacted at the reporting date.

Deferred tax is provided for, using the ‘liability’ method, on temporary differences at the reporting
date between the tax bases of assets and liabilities and their carrying amounts in the 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 taxable profit will be available against
which the deductible temporary differences, unused tax losses and unused tax credits can be
utilised.

Deferred fax is measured at the tax rates that are expected to apply in the reporting period when
the asset is realised or the liability setfled, based on tax rates that have been enacted or
substantively enacted at the reporting date. Deferred tax is recognised in the profit or loss, except
to the extent that it relates to items recognised directly in equity or other comprehensive income, in
which case it is recognised in equity or other comprehensive income respectivaly.

Deferred tax assets and liabilities are offset if there is legaily enforceable right io offset current tax

liabilities and assets, and they relate to income taxes levied by the same tax authority on the same
taxable entity.
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2.2.2 Significant accounting policies (continued)

Impairment of non financial assets

The carrying amount of assets (other than financial assets) subject te accounting for impairment is
reviewed at each reporting date to determine whether there is any indication of impairment. If any
such indication exists, the assef's recoverable amount is estimated. An impairment loss is
recognised whenever the carrying amount of an asset or the cash-generating unit to which it
belongs exceeds ifs recoverable amount. Impairment loss is recognised in profit or loss in the
reporting period in which it arises.

The recoverable amount is the greater of the asset's net selling price and its value in use. In
assessing value in use, 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, For an asset that does not generate largely independent cash inflows,
the recoverable amouni is determined for the cash-generating unit o which the asset belongs,

An impairment loss in respect of goodwill is not reversed. In respect of other assets, an impairment
loss is reversed if there has been a change in the estimates used to determine the recoverable
amount. An impairment loss is reversed only to the extent that the asset’s carrying amount does
not exceed the carrying amcunt that would have baen determined, net of depreciation or
amortisation, if no impairment loss had been recognised. The reversal is recognised in profit or
loss.

Plant and equipment and depreciation

Plant and equipment are stated at cost less accumulated depreciation and impairment losses, i
any.

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset,
as appropriate, only when it is probable that future economic benefits associated with the item will
flow fo the Group and the cost of the item can be measured reliably. The carrying amount of the
replaced part is derecognised. All other repairs and maintenance are charged to profit or [0ss during
the reporting period in which they are Incurred.

Gain or loss arising from the disposal of an asset is determined as the difference betwesn the net
disposal proceeds and the carrying amount of the asset and is recognised in profit or loss.

Depreciation on plant and equipment is calculated to write off the cost of the assets to its residual
value on a straight line basis at the following annual rates based on their estimated useful lives:

Furniture and fittings 10%
Guard devices 40% - 50%
Office equipment 40%
Renovation 20%
Signage and websile 20%

The residual values, useful lives and depreciation method are reviewed at each reporting date to
ensure that the amount, method and period of depreciation are consistent with previous estimates
and the expected pattern of consumption of the future economic benefits embodied in the items of
plant and equipment.
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2.2.2 Significant accounting policies (continued)

Intangible assets

)

(If)

(iii)

()

Research and development expenditures

Expenditures incurred at research phase, undertaken with the prospect of gaining new
scientific or technical knowledge and understanding, is recognised in profit or loss.

Expenditures incurred at development phase are recognised as intangible assets when the
following criteria are fulfilled:

(a) itis technically feasible {0 complete the intangible asset sc that it will be available for
use or sale;

(b) management intends to complete the intangible asset and use or sell it;

(c) there is an ability to use or sell the intangible asset;

(d) it can be demonstrated haw the intangible asset will generate probable future economic
benefits:

(e) adequate technical, financial and other resources to complete the development and to
use or sell the intangible asset are available; and

() the expenditure atiributable {o the intangible asset during its development can be
reliably measured.

The expenditure capitalised includes direct labour, overhead costs and cost of materials that
are directly attributable to preparing the asset for its intended use. Development expendiiure
recognised as infangible asset is stated at cost less accumulated amortisation and impairment
losses, if any. Development aexpenditure is amortised when the asset is available for use on
the straight line basis over the period of expected benefit of five years.

Maobile applications platform

Intangible assets with finite useful life that are acquired in a business combination are carried
at cost less accumulated amortisation and accumulated impairment losses, i any.
Amortisation is recognised in profit or loss on a straight-line basis over their estimated useful
lives of five years.

Trademarks

Trademarks are measured at cost less accumulated amortisation and accumulated
impairment losses, if any. Amortisation is recognised in profit or loss on the straight line basis
over the estimated useful lives of flve years.

Computer softwarg

Computer software is measured at cost less accumulated amortisation and accumulated
impairment losses, if any. Amortisation Is recognised in profit or loss on a straight line basis
at the following annual rate based on ifs estimated useful live:

Computer software 40%

The estimated useful life and amortisaticn methods are reviewed at the end of each reporting
period, with the effect of any changes in estimate being accounted for on a prospective basis.

Investment in subsidiaries

Subsidiaries are those companies controlled by the Company. Control exists when the Company
has power over ils investee, exposed or has rights to variable returns from its involvement with the
investee, and has the ability to affect those returns through its power over the invesiee.

The Company’s invesiment in subsidiaries is stated at cost less impairment losses, if any.
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2.2.2 Significant accounting policies (continued)

Inventories

Inventories comprising devices, parts and accessories are stated at the lower of cost and net
realisable value. Cost of inventories is determined on a weighted average basis. Net realisable value
represents the estimated selling prices less all estimated costs to be incurred in marketing, selling
and distribution.

Cost of inventories comprise the cost of purchase plus the cost of bringing the inventories to their
present location and condition.

Leases

As a lessee

(i)

Right of use assets

The Company recognises a right of use asset at the commencement date of the lease. The
right of use asset is initially measured at cost. The cost of right of use assets includes the
amount of lease liabilities recognised, adjusted for any lease payments made at or before the
commencement date, plus initial direct costs incurred and an estimate of costs to dismantle,
remove or restore the leased asset, less any lease incentives received.

Subsequent to inftial measurement, the right of use assef is depreciated on a straight line
basis over the shorter of the lease term and the estimated useful life as follows:

Office 3 years

Right of use asset is subject to impairment and is adjusted for any remeasurement of lease
liabilities.

Lease liabilities

Af the commencement date of the lease, the Company recognises lease liabilities at the
present value of lease payment to be made over the lease term. The lease payments include
fixed payments (including in substance fixed payments) less any lease incentives receivable,
variable lease payments that depend on an index or a rate, and amounts expected to be paid
under residual value guarantees. The lease payments also include the exercise price of a
purchase option reasonably cerfain fo be exercised by the Company and payments of
penalties for terminating a lease, if the assessment of lease term reflects the Company
exercising the option {o terminate. The variable lease payments that do not depend on an
index or a rate are recognised as expense in the period on which the event or condition that
triggers the payments occurs. The present value of lease payments is discounted using the
interest rate implicit in the lease or, if the rate cannot be readily determined, the Company’s
incremental borrowing rate.

The lease liability is measured at amortised cost using the effective interest method. After the
commencement date, the amount of lease liabilities is increased to reflect the accretion of
interest and reduced for the lease payments made.

The amount of lease liability is remeasured when there is a change in future lease payments
arising from a change in an index or rate, if there is a change in the Company's estimate of
the amount expecied to be payable under a residual value guarantes, or if the Company
changes its assessment of whether it will exercise a purchase, extension or termination
option. When the lease liabllity is remeasured, a corresponding adjustment is made to the
camying amount of the right of use asset, or is recognised in profit or loss if the carrying
amount of the right of use asset has been reduced to zero.

24



201701020066 (1234231-M)

RED IDEAS HOLDINGS BERHAD
{Incorporated in Malaysia)

2.2.2 Significant accounting policies (continued)
Leases (continued)
(il Lease liabilities

The Group has elected not to recegnise right of use assets and lease liabilities for short ferm
leases that have a iease term of 12 months or less and do not contain a purchase option, and
leases of low value assets. The Group recognises the lease payments associated with these
leases as an expense on a straight line basis over the lease term.

As a lessor

Leases in which the Company does not transfer substantially all the risks and rewards incidental to
ownership of an asset are classified as operating leases. Rental income arising is accounted for on
a straight line basis over the lease terms and is included in other operating income in profit or loss
due to its nature. Initial direct costs incurred in negotiating and arranging an operating lease are
added to the carrying amount of the leased asset and recognised over the lease term on the same
basis as rental income. Contingent rents are recognised in profit or loss in the period in which they
are earned.

Contract liability

A contract liability is the obligation to transfer goods and services to a customer for which the
Company has received consideration (or an amount of consideration Is due) from the customer. If
a customer pays consideration before the Company transfers the goods or services to the customer,
a contract liability is recognised when payment is made or the payment is due (whichever is earlier).
Caontract liability is recognised as revenue when the Company performs under the confract.

Provisions

Provisions are recegnised when the Group has a present obligation as a result of a past event, it is
probable that an cufflow of economic rescurces will be required 1o settle the obligation and the
amount of the obligation can be estimated reliably.

If the effect of the time value of money is material, provisions are discounted using a current pre-
tax rate that reflects, where appropriate, the risks specific to the liability. Where discounting is used,
the increase in the provision due to the passage of time is recognised as finance costs.

Provisions are reviewed at each reproting date and adjusted to reflect the current best estimate. If
it is no longer probable that an outflow of economic rescurces will be required to setfle the obligation,
the provision is reversed.

Segment information

An operating segment is a component of the Group that engages in business activities from which
it may earn revenues and incur expenses, including revenues and expenses that relate to
transactions with any of the Group's other components. An operating segment’s operating results
are reviewed regularly by the chief operating decision maker to make decisions about rescurces to
be allocated to the segment and assess its performance, and for which discrete financial information
is available.
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2.2.2 Significant accounting policies (continued)
Financial instruments

Financial ingtruments are recognised in the statement of financial position when the Group has
become a party to the contractual provisions of the Instrument.

A financial instrument (unless it is a trade receivable without a significant financing component) is
recognised initially at its fair value plus or minus, in the case of a financial instrument not at fair
value through profit or loss, transaction costs that are directly attributable to the acquisition or issue
of the financial instrument. A trade receivable without significant financing component is initially
measured at the transaction price.

Financial instruments are classified as liabilities or equity in accordance with the substance of the
contractual arrangement. Interests, dividends and gains and losses relating to a financial instrument
classified as a liability, are reported as expense or income in profit or loss.

Distributions to holders of financial instruments classified as equity are charged directly to equity.
Financial insfruments are offset when the Group has legal enforceable right to offset and intends to
settle either on & net basis or realise the asset and setile the liability simultaneously.

On initial recognition, financial assets are classified as subsequently measured at amoriised cosf,
fair value through other comprehensive income and fair value through profit or loss. Financial
liabilities are classified, at initial recognition, as financial liabilities subsequently measured at fair
value through profit or loss or at amortised cost, as appropriate.

(i)  Financial assets at amortised cost
A financial asset is classified at amortised cost if it meets both of the following conditions:

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

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

Subsequent to initial recognition, financlal assefs at amortised cost are measured using the
effective interest method and are subject to impairment. Gains or losses are recognised in
profit or loss when the financial assets at amortised cost are derecognised or impaired, and
through the amartisation process (finance income).

i) Financial assets at fair value through profit or loss

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

Subsequent to initial recognition, financial assets at fair value through profit or loss are
measured at failr value. Any gains or losses arising from changes in fair value are recognised
in profit or loss. Net gains or net losses on financial assets at fair value through profit or loss
does not include exchange differences, interest and dividend income. Exchange differences,
and interest on financial assets at fair value through profit or loss are recognised separately
in profit or loss as part of other losses or other income. Dividends are recognised as other
income in profit or loss when the right of payment has been established.
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2.2.2 Significant accounting policies (continued)
Financial instruments {continued)
(i)  Financial liabilities at amortised cost

Financial liabilities are classified at amortised cost if they are not:

a) contingent consideration of an acquirer in a business combination;

b) financial guarantee contracts;

c}  loan commitments;

d) designated at fair value through profit or loss; or

e) liabilities that arise when a transfer of a financial asset that does not qualify for
derecognition or when the continuing involvement approach applies.

Subseguent to initial recognition, financial liabilities at amortised cost are measured using the
effeciive interest method. Gains or losses are recognised in profit or loss when the financial
liabilities at amortised cost are derecognised, and through the amortisation process (finance
cost).

(iv) Equity instruments

Equity instruments issued by the Company are recorded at the fair value of the proceeds
received net of direct issue costs. Ordinary shares are classified as equity. Dividends on
ordinary shares are recognised in equity in the reporting period in which they are approved,

Afinancial asset or part of it is derecognised when, and only when the contractual rights to the cash
Tiows from the financial asset expire or the financial asset is transferred to another party without
retaining control or substantially all risks and rewards of the asset. On derecognition of a financial
asset, the difference between the carrying amount and the sum of the consideration received
(including any new asset obtained less any new liability assumed) and any cumulative gain or loss
that had been recognised in equity is recognised in profit or loss.

A financial liability or a part of it is derecognised when, and only when, the obligation specified in
the contract is discharged or cancelled or expires. On derecognition of a financial liabllity, the
difference between the carrying amount of the financial liability extinguished or transferred to
another party and the consideration paid, including any non-cash assets fransferred or liabilities
assumed, is recognised in profit or loss.

Expected credit losses

The Company recognises an allowance for expected credit losses (*ECL"} on financial assets at
amortised cost,

ECL are based on the difference between the contractual cash flows due in accordance with the
contract and all the cash flows that the Company expects to receive, discounted at the original
effective interest rate. The expected cash flows will include cash flows from the sale of collateral
held or other credit enhancements that are integral to the contractual terms. ECLs are recognised
in profit or loss.

ECL are recognised in two stages. For credit exposures for which there has not been a significant
increase in credit risk since initial recognition, ECL are provided for credit losses that result from
default events that are possible within the next 12 months (& 12-month ECL). For those credit
exposures for which there has been a significant increase in credit risk since initial recognition, a
loss allowance is required for credit losses expecied over the remaining life of the exposure,
irrespective of the timing of the default (a lifetime ECL).
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2.2.2 Significant accounting pollcies (continued)
Expected credit losses (continued)

For trade receivables, the Company applies a simplified approach in caleulating ECL. The Gompany
does not track changes in credlt risk, but instead recognises a loss allowance based on lifetime
ECLs at each reporting date. Where appropriate, the Company has established a provision matrix
that is based on its historical credit loss experience, adjusted for forward looking factors specific to
the debtors and the economic environment.

Loss allowances for debt instruments measured at amortised cost is deducted from the gross
carrying amount of the assets.

Low credit risk

A financial instrument is determined to have low credit risk if;

a) thefinancial instrument has a low risk of default;

b) the borrower has a sirong capacity to meet its confractual cash flow obligations in the near
term; and

¢) adverse changes in economic and business conditions in the longer term may, buf will not
necessarily, reduce the ability of the borrower to fulfil its contractual cash flow obligations.

The Company considers a financial asset to have low credit risk when it has an internal or external
credit rating of “investment grade” as per globally understood definition.

Significant increase In credit risk

When determining whether the credit risk of a debt instrument has increased significantly since
initial recognition and when estimating ECL, the Company considers reasonable and supportable
information that is relevant and available without undue cost or effort. This includes both quantitative
and qualitative informafion and analysis, based on the Company’s historical experience and
informed credit assessment and including forward-locking information.

The Company considers that there has been a significant increase in credit risk when contractual
payments are more than 30 days past due.

Definition of defauit
The Company considers a debt instrument to be in default when:

a) The Company is unlikely to receive the outstanding confractual amounts in ful! before taking
into account any credit enhancements held by the Company; or

b) The financial asset is more than 90 days past due.
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2.2.2 Significant accounting policies (continued)

Expected credit losses (continued)

Credif impaired financial assefs

A financial asset is credit 'mpaired when one or more events that have a detrimental impact on the
estimated future cash flows of that financial asset have occurred. Evidence that a financial asset is
credit impaired includes the following observable events:

a)  Slgnificant financial difficulties of the debtor;

b) A breach of contract, such as a default or past due even;

¢)  The lender of the horrower, for economic or contractual reasons relating to the borrower’s
financial difficulty, having granted to the borrower a concession that the lender would not
otherwise consider,

d) It becoming probable that the borrower will enter into bankrupicy or cther financial
recrganisations; or

e) Disappearance of an active market for that financial asset because of financial difficulties.

Write off

A financial asset is written off when there is no reasonable expectation of recovering the contractual
cash flows. Subsequent recoveries of a financial asset that was previeusly written off are recognised
as a reversal of impairment in profit or loss in the period in which the recovery ocours.

Current versus non-current classification

Assets and liabilities are presented based on a current/non-current classification. An assetis current
when it is:

a)
b)
c)

d)

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

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

All other assets are classified as non-current.

A liability is current when;

a)
b)
c)

d)

It is expected to be settled in the normal operating cycle;
It is held primarily for the purpose of trading;
If is due to be settled within twelve months after the reporting period; or

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

All other liabilities are classified as non-current.
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2.2.2 Significant accounting policies (continued)
Statements of cash flows
Statements of cash fiows are prepared using the indirect method.

Cash equivalents are short term, highly liquid investments that are readily convertible to known
amount of cash and which are subject to insignificant risk of changes in value.

3. Critical accounting estimates and judgments

In the preparation of the financial statements, the directors are required to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the reporting date and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.

Estimates and judgments are continually evaluated by the directors and are based on historical
experience and other factors, including expectations of future evenis that are believed to be
reasonable under the circumstances.

In the process of applying the Group’s accounting policies, which are described above,
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 statemens.

Management believes that there are no key assumptions made concerning the future, and other
key sources of estimation uncertainty at the date of financial statements, that have a significant risk
of causing a material adjustment to the carrying amounts of assets and liabllities within the next
reporting period other than as follows:

(8) Impairment of intangible assets

Determining whether intangible assets are impaired require an estimation of the value in use
of the cash generating unit fo which the intangible assets have been allocated to. Value in
use calculation requires significant judgement In the estimation of the present value of future
cash flows generated, which involve uncertainiies and could be significantly affected by the
assumptions used and judgements made regarding estimation of future cash flows and
discount rate used.

30



201701020066 (1234231-M)

RED IDEAS HOLDINGS BEERHAD
(Incorporated in Malaysia)

42

4.3

Revenue

Disaggregation of revenue

Group Company
2019 2018 2019 2018
RM RM RM RM
Type of goods and services
Sales of goods and services 918,238 680,285 -
Subscription fees and listing fees 2,075,314 1,245,231 -
Commission income 43,942 16,296 -
Rental income 97,582 - -
3,135,086 1,840,812 -
Timing of revenue recognition
Goods and services transferred
at a point in time 862,180 695,581 -
Services transferred over time 2,172,906 1,245,231 -
3,135,086 1,940,812 -

Performance obhligations

Sales of goods and services

The Group sells guard device and related hardware accessories. The performance obligation is
satisfied upon delivery of the goods and payment is generaily dus within 14 to 60 days from
delivery.

The Group also provide the related technical set up services on products sold. Revenue is
recognised at a point in time when the services are provided.

Subcription fee and listing fee

Revenue is recognised over time using straight line basis over the contract period. The terms of
the contracts range from 1 to 2 years and generally due within 14 to 30 days from issuance of
invoice.

Commission income

Commission income is recognised at a point in time when the services are provided. Payment is
due upon issuance of invoice.

Rental income
Revenue income from car park space is recognised over time using straight line basls over the

lease period. Payment is generally due within 14 days from issuance of invoice.

Transaction price allocated to the remaining performance obligations
For practical expendiency, no information is provided on the remaining performance obligation at

the reporting date that have an original expected duration of one year or less as allowed under
the paragraph 121{a} of MFRS 15,
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4, Revenue (continued)
4.4 Financing components
The Group does not have any contracts where the period between the transfer of the promised

goods or services to the customer and payment by the customer exceeds one year. As a
consequence, the Group does not adjust any of the transaction prices for the time value of money.

5. Staff costs
Group Company
2019 2018 2019 2018
RM RM RM RM
Salaries, wages, bonus and
allowances 2,212,108 2,007,801 84,000 84,000
Defined contribution plan 242 863 201,932 - -
Other employee related expenses 34,580 34,060 - -
2,489,651 2,243,793 84,000 84,000
Staff costs recognised as
intangible asset (Note 12) (465,555) (494,953) - -
2,023,906 1,748,840 84,000 84,000
The key management personnel of the Group and Company whose remuneration is analysed as
follows:
Group Company
2019 2018 2019 2018
RM RM RM RM
Executive directors: _
Salaries, bonus and allowances 350,000 240,000 - -
Defined contribution plan 42 000 28,800 - -
Benefits-in-kind and others 2,147 1,657 - -
394,147 270,457 - -
Non executive directors:
Fees 99,189 98,959 84,000 84,000
Total 493,336 369,416 84,000 84,000

The number of directors of the Company where total remuneration during the reporting period falls
within the following bands is analysed as follows:

2019 2018
RM RM
Executive directors:
RM100,001 to RM150,000 ) 2
Non executive direciors:
Below RM50,000 3 3
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Loss from operations

Loss from operations is arrived at
after charging/(crediting):

Auditors’ remuneration

Changes in fair value of other
investment

Directors’ remuneration
- directors of the Company

- fees
- others

Expenses relating to leases of low
value assets

Expenses relating to short term
leases

Gain on disposal of other
investments

Income distributed from financial
assets at fair value through profit
or loss

Inventories written off

Loss/(Gain) on foreign exchange
- realised
- unrealised

Qperating lease expense:
- equipment
- office

Piant and equipment written off

Finance income

Interest income from current
account deposits
Interest income from investments

Finance costs

Interest expense on;
- lease liabilities

Group Company
2019 2018 2019 2018
RM RM RM RM
27,271 26,981 13,000 13,000
(4.648) (23,388) (4,648) (23,388)
99,189 98,959 84,000 84,000
394,147 270,457 - -
2,636 - - -
6,900 - - -
(53,909} - (53.909) -
(61,581) {58,720} (61,581) (58,720)
- 17,514 - -
15,461 8,287 - -
(963) 489 - -
- 2,855 - -
- 102,692 - -
- 24,932 - -
Group Company
2019 2018 2019 2018
RM RM RM RM
2 41 - 20
- 603 - 603
2 644 - 632
Group Company
2019 2018 2019 2018
RM RM RM RM
23,328 - - -
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9,

Income tax expense

Group Company
2019 2018 2019 2018
RM RM RM RM

Current year expected income tax
payable - - - -

A reconciliation of Income tax expense applicable to loss before tax at the statutory income tax
rate to income tax expense at the effective income tax rate is as follows:

Group Company
2019 2018 2019 2018
RM RM RM RM
Loss before tax (2,196,333) (2,460,218) {160,020) (126,018)
Taxation at statutory tax rate of
24% (2018: 24%) 527,000 590,500 38,400 30,200
Different tax rate at foreign
Jjurisdiction (2,600) {4,830) - -
Expenses not deductible for tax
purposes {208,600) (191,370) (38,400) (30,200)
Deferred tax assets not
recognised (315,800) (394,300) - -
Income tax expense for the year - - - -
Group
2019 2018
RM RM
Presented after appropriate offsetting:
Deferred tax assets 288,000 225,500
Deferred tax liabilities (288,000) (225,500)

Deferred tax liabilities are in respect of the following

Group
2019 2018
RM RM
Tax effects of:
Carrying amotint of development expenditure 288,000 225,500
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9. Income tax expense (continued)

Deferred tax assets are in respect of the following:

Group
Gross Tax effects
2019 2018 2019 2018
RM RM RM RM

Differences between accounting

depreciation and finance lease

payments 9,000 - 2,000 -
Excess of depreciation of plant

and equipment over

related tax capital allowances 78,100 16,500 19,000 4,000
Unabsorbed capital allowances 368,400 216,400 88,000 52,000
Unutilised tax losses
- to be utilised up to financial year

ending 31 December 2026 211,000 - 219,000 -
« fo be ufilised up to financial year

ending 31 December 2025 2,772,200 3,420,300 665,000 821,000
Other deductible temporary

differences 986,600 106,300 237,000 25,500

5,125,300 3,758,500 1,230,000 902,500

Less: Deferred tax assets

recognised {1,200,000) {939,500) (288,000} (225,500)
Deferred tax assets not

recognised 3,925,300 2,820,000 942,000 677,000

Portion of the deferred tax assets have not been recognised as it is not probable that taxable profit
will be available in the foreseeable future to utilise these tax benefits.

10. Loss per share

10.1  Basic loss per share

Basic loss per ordinary share is calculated based on the net loss attributable to ordihary
shareholders and weighted average number of ordinary shares in issue as follows:

Group

2019 2018

RM RM

Net loss attributable to ordinary shareholders 2,196,333 2,460,218
Group

2019 2018

RM RM

Weighted average number of ordinary shares in issue 100,596,949 100,003,340

Basic loss per share (sen) 218 246

10.2  Diluted loss per share

The Company has no dilutive potential ordinary shares as af reporting date and therafore, diluted
loss per ordinary share is egual to basis loss per ordinary share,
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12.

2.1

13.

Intangible assets (confinued)

Group
2019 2018
RM RM
The additions te the cost of intangible asset are analysed
as follows:
Staff costs 465,555 494,953

The amortisation expense has been included in the line item "administrative expenses” in profit or
loss.

Impalrment revlew of Intangible assets

The Group has been making losses for the past few reporting periods, which is considered as a
triggering event for impairment review on the Group's intangible asseis. The recoverable amount
of the Group's intangible assetls is determined using Red |deas Sdn Bhd as a cash generating unit
(‘CGU).

The recoverable amount of the intangible assests is determined based on its value in use
calgulations using cash flows projections from financial budgets prepared by management covering
a five-year period and the following are the key assumptions:

i) The discount rates used for the value in use calculation is based on the country’s industry
weighted average cost of capital specific to the CGU at rate of 10%.

i) The value assigned to the key assumptions such as sales growth, fixed and variable costs
are based on the management’s assessment of future business trends and its historical data.

The management has considered and assessed reasonably possible changes of key assumptions

and has not identified any instances that could cause the carrying amount of the intangible assets
to materially exceed its recoverable amount.

Right of use assets

Office Total
RM RM

Group
Cost
At 1 January 2019 - -
Effects arising from adoption of MFRS 16 316,422 316,422
At 31 December 2019 316,422 316,422
Accumulated depreciation
At 1 January 2019 - -
Charge for the year 94,926 94,926
At 30 June 2019 94 926 94,926
Carrying amount
At 31 December 2019 224,496 221,496

At 31 December 2018 - -
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14,

15.

16.

Investment in subsidiaries

Company
2019 2018

RM RM
Unquoted shares at cost
At beginning/end of year 1,000,030 1,000,030
The details of the subsidiaries are as follows:

Group’s effective
Subsidiaries of the Country of interest
Company incorporation 2019 2013 Principal activities

Red Ideas Sdn Bhd Malaysia 100% 100% Community security services

through mohile applications

Intellectual Property Pte. Singapore 100% 100% Development of the Graaab
Ltd.* Mobile application,
registration of trademark to
the Graaab name and
maintenance of Graaab

system
Subsidiary of Red Ideas
Sdn Bhd
Red Ideas Indonesia Sdn Malaysia 100% - Community mobile
Bhd management services
through maobile and web
application

* The financial statements of the subsidiary are not audited by Russell Bedford LC & Company.

During the reporting period, the Group incorporated a wholly-owned subsidiary, Red Ideas
Indonesia Sdn Bhd ("RIISB") by subscribing to 1,000 ordinary shares representing 100% of the
issued and paid-up share capital of R}ISB for a cash consideration of RM1,000.

Inventories
Group
2019 2018
RM RM
Devices, parts and accessories, at cost 164,482 282,781
Amount of inventories recognised as an expense | 1,438,704 1,223,299
Trade receivables
Group
2019 2018
RM RM
Trade receivables 654,403 610,435
Less: Allowance for expected credit losses ("ECL") (165,488) (63,822)
488,915 546,613

The Group's normal trade credit terms range from 14 days to 60 days (2018: 14 days to 60 days).
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16. Trade receivables (continued)

The movements in the allowance for expected credit losses of trade receivables during the reporting
period are as follows:

Group
2019 2018
RM RM
At beginning of year 63,822 -
Allowance during the year 91,666 63,822
At end of year 155,488 63,822

The following table details the credit risk exposure on the Group's frade receivables using a
provision matrix. As the Group’s historical credit loss experience does not show significantly
different loss patterns {i.e. by geographical area, product type and customer segments), the
allowance for expected credit [0ss based on past due status is not further distinguished between
the Group's different customer base.

2019 Trade receivables — days past due
Not past
due <30 days 31-60 days »60 days Total
RM RM RM RM RM
Grass carrying amount 191,909 142,288 76,223 243,983 654,403
Less: Allowance of ECL
impairment assessed
individually - - - (114461)  (114,461)
191,909 142,288 76,223 129,522 539,942
Less: Allowance of ECL
with provigion matrix (8,182) {10,750) {10,803) (11,292) {(41,027)
183,727 131,538 65,420 118,230 498,915
2018 ' Trade receivables — days past due
Nof past
due <30 days 31-60 days >60 days Total
RM RM RM RM RM
Gross carrying amount 411,438 72,464 59,208 67,325 610,435

Less: Allowance of ECL
impairment assessed

individually - - - (17,453) (17,453)
411,438 72,464 59,208 49,872 592,982
Less: Allowance of ECL
with provision matrix (17.516) (6,580) {10,981) (11,322) (46,369)
393,922 65,884 48,257 38,550 546,613
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17. Other recelvables, deposits and prepayments
Group Company
2019 2018 2019 2018
RM RM RM RM
Non-current
Amount due from subsidiaries - - 7,255,299 5,607,960
Less: Allowance for expected
credit losses - - (2,445,000) (2,445,000)
- - 4,810,299 3,162,960
Group Company
2019 2018 2019 2018
RM RM RM RM
Current
Advance payment to supplier - 200,564 227,553 - -
Advance payments for
purchase of plant and
equipment 43,400 - - -
Other receivabies, deposits
and prepayments 120,174 167,757 45,167 45,167
364,128 395,310 45,167 45,167

The amount due from subsidiairies represents unsecured interest free advances which are nof
expected 1o be realised within 12 monthg after the reporting date.

The movements in the allowance for expected credit losses of other receivables during the reporting
period are as follows:

Company
2019 20138
RM RM
At beginning/end of year 2,445,000 2,445,000
18. Other investment
Group Company
2019 2018 2019 2018
RM RM RM RM
Financial assets at fair value
through profit or loss
Unquoted trust funds in
Malaysla 4,629,638 2,509,500 4,629,638 2,509,500

The invesiment in unquoted trust funds relate to portfolio of money market fund investments placed
with a fund management company licensed by the Securities Commission Malaysia. These funds
aim to provide a regular stream of monthly income through direct investment in short to medium
term money market instruments and other fixed income securities predominantly with 8 minimum
credif rating of ‘A3’ by RAM or such equivalent rating by other rating agencies. These investments
could be redeered for cash from the funds within a short notice period.

The method applied in determining the fair value of other investment is disclosed in Note 30.
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19. Share capital

Ordinary shares
Issued and fully paid:
At beginning of year

Issuance of shares
Share Issue expenses

At end of year

Redeemable
preferences shares

At beginning/end of year

Group and Company

2018 2018 2019 2018

No. of shares No. of shares RM RM
100,003,340 100,003,340 7,714,453 7,714,453
5,000,000 - 4,000,000 -

- - (61,797) -

5,0001000 = 31938)203 =
105,003,340 100,003,340 11,652,656 7,714,453
2,200,000 2,200,000 2,200,000 2,200,000
107,203,340 102,203,340 13,852,656 9,914,453

The holders of ordinary shares are entitled to receive dividends as and when declared by the
Company. All ordinary shares carry one vote per share without restrictions.

During the reporting period, the Company increased its issued and paid-up ordinary share capital
from RM7,714,453 to RM11,652,656 by way of issuance of 5,000,000 ordinary shares at an issue
price of RM0.80 per ordinary share for cash to eligible investor for working capita! purposes.

These new ordinary shares issued rank pari passu in all respect with the existing ordinary shares

of the Company.

The Redeemable Preference Shares carry the following rights and privileges and are subjectto the

following conditions:

a) the preference shares are not convertible into ordinary shares;
b) the preference shares are redeemable at the option of the Company at a redemption price of

RM1 for each share;

¢} the preference shares shall carry no rights to vote except for any proposal for capital reduction,
disposal of the whole of the Company's property, business and undertaking and winding up;

and

d) the preference shares are entitled to a return of capital in priarity to the holders of the ordinary

shares in the event of a winding up.
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20.

21.

Reserves
Group Company
2019 2018 2019 2018
RM RM RM RM
Accumulated losses (6,664,521) (4,468,188) {3,385,013) {3,224,993)
Non-distributable:
Foreign currency
translation reserve 65,720 69,948 - -
Merger reserve 266,074 266,074 - -
(6,332,727) (4,132,166) (3,385,013) (3,224,993)

The foreign currency translation reserve represents exchange differences arising from the
translation of the financial statements of foreign operations whose functional currency s different
from that of the Group's presentation currency.

The merger reserve arose from the difference befween the carrying value of the investment and the

neminal value of the shares of the subsidiary upon consolidation under the merger accounting
principles.

Lease liabilities

Group

2019 2018
RM RM
Current portion 03,336 -
Non current portion 137,246 -
230,582 -

The non current portion of the [ease liabilities is payable

as follows:

Later than 1 year and not later than 2 vears 101,486 -
Later than 2 years and not later than 5 years 35,760 -
137,246 -

The weighted average effective interest rate per annum implicits In the lease liabilities is as follows:

Group
2019 2018
% . %
Weighted average effective interest rate 8.40 -

The Group had total cash outflows for leases of RM142,028.
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22,

23.

24,

25,

Trade payables

The nermal frade credits granted to the Group range from 14 days to 30 days (2018: 14 days to 30
days).

Other payables and accruals

Group Company

2019 2018 2019 2018

RM RM RM RM

Amount due to directors a 3,143 - -
Other payables, deposits

and accruals 403,466 375,210 106,291 161,077

403,475 378,353 106,201 161,077

The amount due to directors represents unsecured interest free advances repayable on demand.

Contract liability

Group
2019 2018
RM RM
Contract liability 807,238 431,368

Contract liability represents advance billing of subseription fees and listing fees to customers.

Provisions
Group

2019 2018
RM RM
At beginning of year 42,566 -
Provision made during the year 13,214 42,566
Reversal of provision (14,553) -
Utilisation (17,297) -

At end of year 23,930 42,566

The Group provides assurance type warranties on guard devices and undertake to repair or replace
items that failed to perform satisfactorily. A provision Is recognised at the reporting date for expected
warranty claims based on past experience of the level of repairg and returns.
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26.
26.1

262

27.

Significant related party disclosures

Related party balances

Individually significant outstanding balances arising from fransactions {(other than narmal trade

fransactions) are as follows:

Group
Type of 2019
transactions RM
Financial assets
With subsidiaries
Red |deas Sdn Bhd Advances -
Intellectual Praperty
Pte. Lid. Advances -
Allowance for
expected
credit losses -
Financial liabilities
With directors of the
Company
Foo Kah Seong Advances -
Ignatius Ho Tzin Sung  Advances 9

2018
RM

107
3,036

Company
2019 2018
RM RM
4,791,457 3,159,564
2,463,842 2,448,366
{2,445,000) (2,445,000)
18.842 3,366

Compensation of key management personnel

The key management personnel comprises mainly executive directors of the Company whaose

remuneration is disclosed in Note 5.

Commitments

Operating lease commitments

The future minimum rental payment under non-cancellable
tenancy agreements are as follows:

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

Group
2019 2018
RM RM
1,296 109,166
1,188 36,389
2,484 145,555
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28.

28.
201

Segment information

Segment information is primarily presented in respect of the Group’s business segment which is
based on the Group’s management and internal reporting structure. Management monitors the
operating results of its business segment separaiely for the purposes of making decision about
rasource allocation and performance assessment.

(i} Reporting segment

No reporting segment is presented as the Group is predominantly in the business of
community security services through mobile applications.

() Geographical information

The Group's activities are predominantly in Malaysia and the overseas segment does not
contribute more than 10% of the consolidated assets and liabilities.

(i} Major customers

The Group does not have significant reliance on a single major customer, with whom the
Group's transactions accounted for 10% of the Greup’s revenue.

Financial instruments, financial risks and capital risk management

Categories of financial instruments

The following table sets out the financial instruments as at the reporting date;

Group Company
2019 2018 2019 2018
RM RM RM RM
Financial assets
Amortised cost:
- trade and ather receivahles 553,438 652,884 4,811,299 3,163,960
- cash and bank balances 503,635 234,404 88,800 132,880
1,057,073 887,288 4,900,099 3,206,840
Fair value through profit or
loss:
~ other investment 4,629,638 2,509,500 4,629,638 2,508,500
5,686,711 3,396,788 9,629,737 5,806,340
Financial liabilities
Amortised cost:
- frade and other payables 440,561 443,471 106,2¢1 161,077
- lease liabilities 230,582 - - -
671,143 443 471 106,281 161,077
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29.2

Financial risk management policies and objectives

The Group's overall financial risk management programme seeks to minimise potential adverse
effects of financial performance of the Group.

The Group does not hold or issue derivative financial instruments for speculative purposes.

There has been no change in the Group's exposure to these financial risks or the manner in which
it manages and measures the risk.

Foreign exchange risk management

The Group transacts business in varicus currencies, and therefore is exposed to foreign exchange
risk. Foreign currency denominated assets and liabilities together with expected cash flows from
highly probable purchases give rise to foreign exchange exposures.

The net financial assets and financial liabilities of the Group that are not denominated in their
functional currencies are as follows:

Net Financial Assets/(Liabllities) Held in
Non-Functional Currencies

United Singapore

States Dollar Dollar
Functional currency of the Group RM RM
2019
Ringgit Malaysia 4,178 196,033
2018
Ringgit Malaysia (14,223) 190,837
Net Financial Assets Held in Non-
Functional Currencies
Singapore
Dollar
Functional currency of the Company RM
2019
Ringgit Malaysia 18,842
2018
Ringgit Malaysia 3,366
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29.2

Financial risk management policies and objectives (continued)
Foreign exchange risk management {continued)

The following table details the sensitivity to a 10% increase and decrease in the relevant foreign
currencies against the functional currency of the Group. 10% is the sensitivity rate used when
reporting foreign currency risk internally to key management personnel and represents
management's assessment of the possible change in foreign exchange rates. The sensitivity
analysis includes only outstanding foreign currency denominated monetary items adjusted at the
period end for a 10% change in foreign currency rates. If the relevant foreign currencies strengthen
by 10% against the functional currency of the Group, losses befare tax will decrease/{increase) by:

Group Company
2019 2018 2019 2018
RM RM RM RM
Singapore Dollar 19,603 19,084 1,884 337
United States Dollar 418 (1,422) - -

The opposite applies if the relevant foreign currencies weaken by 10% against the functional
currency of the Group.

Credit risk management
The Group's credit risk is primarily atiributable to its frade and other receivables and bank balances.

The Group minimises credit risk by dealing exclusively with high credif worthy counterparties. At
reporting date, there wearé no significant concentrations of credit risk other than the following:

Company
2019 2018
RM RM
Amount due from a subsidiary 4,791,457 3,159,504

The Group's credit risk grading framework for expected credit losses ("ECL") model is as follows:

Basis for recognition of

Category Definition ECL

Performing The debtor has a low risk of default and a 12-month ECL
strong capacity to mest confractual cash flows,

Doubtful Amount is > 30 days past due or there has been | Lifetime ECL — not credif
a significant increase in credit risk since initial impaired
recognition.

Default Amount is > 90 days past due or there is Lifetime ECL — credit

evidence indicating the asset is credit impaired. | impaired

Write-off There is evidence indicating that the debior is in | Amount is writien off
severe financial difficulty and the Group has no
realistic prospect of recovery or the debtor is

two years past due,
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20.2

Financial risk management policies and cbjectives (continued)

Credit risk management (continued)

i)

i)

Trade receivables

For trade receivables, the Group has applied the simplified approach to measure the loss
allowance at lifetime expected credit losses. The Group determines the ECL on these items
by using a provision matrix, where applicable, estimated based on historical cradit loss
experience based on the past due status of the debtors, adjusted as appropriate to reflect
current conditions and estimates of future economic conditions. Accordingly, the credit risk
profile of these deblors is presented based on their past due siatus in terms of the provision
matrix as disciosed in Note 16. In determining the ECL of other trade receivables,
management has taken into account the historical default experience and the financial position
of the counterparties, adjusted for factors that are spegific to the debtors and general economic
conditions of the industry in which the debtors operate, in estimating the probability of default
of each of these financial assets occurring, as well as the l0ss upon default in each case.
There has been no change in the estimation techniques or significant assumptions made
during the current reporting period.

Other receivables

Other receivables other than the amount due from a subsidiary of RM2,463,842 (2018:
RM2,448,368) are considered fo have low credit risk as they are not due for payment at the
end of the reporting period and there has been no significant increase in the risk of default on
the receivables since initial recognition. Accordingly, for the purpose of impairment
assessment for these receivables, the loss allowance is measured at an amount equal to 12-
month ECL. The loss allowance for the amount due from a subsidiary is measured at an
amount equal fo the lifetime ECL as there has been a significant increase in credit risk since
initial recognition. In determining the ECL, management has taken into account the historical
default experience and the financial position of the counterparties, adjusted for factors that are
specific to the debtors and general economic conditions of the industry in which the debtors
operate, in estimating the probability of default of each of these financial assets occurring, as
well as the loss upon default in each case. There has been no change in the estimation
techniques or significant assumptions made during the current reporting period.

Bank balances

The bank balances are held with reputable financial institutions with high credit ratings and no
history of default. Impairment on bank balances has been measured on a 12-month ECL and
reflects the short term maturities of the exposures. The Group considers that its bank balances
have low credit risk based on the external credit ratings of the financial institutions. There has
been no change in the estimation techniques or significant assumptions made during the
current reporting period.
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29.2

20.3

30,
301

Financial risk management policies and objectives (continued)
Liquidity risk management (continued)

Contractual cash flows
{including interest payments)

On demand

Carrying or within

amount Total 1 year

Company RM RM RM
2019

Non interest bearing debts 106,291 106,291 106,291
2018

Non interest bearing debts 181,077 161,077 161,077

Capital structure and equity

The Group manages its capital to ensure that the Group will be able to continue as a going concern
while providing an adequate return to stakeholders through the optimisaiion of the debt and equity
balance.

The Group sets the amount of capital in proportion to risk. The Group manages the capital structure
and makes adjustments to it in the light of changes in economic conditions and the risk
characteristics of the underlying assets. In order to maintain or adjust the capital structure, the
Group may adjust the amount of dividends paid to shareholder, return capital to shareholder, issue
new shares, or sell assets {o reduce debt.

As at the reporting date, the Group’s strategy was unchanged from 31 December 2018 which is to
finance wholly by equity.

Fair value measurements

Financial instruments not carried at fair value and whose carrying amounts are reasonable
approximation of fair value

The carrying amounis of cash and cash equivalents, trade and other receivables and payables, and
other liabilitles approximate their respective falr values due to the relatively short-term maturity of
these financial instruments.

The fair values of the Group's lease liabilities approximate their carrying amount. Lease liabilities

approximates their carrying amounts as these instruments were entered with interest rates which
are reascnable approximafion of the market interest rates on or near reporting date.
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30.
30.2

Fair value measurements {continued)

Financial instruments and non financial assets carried at fair value
Falr value hierarchy

The Group categorises fair value measurements using a fair value hierarchy that is dependent on
the valuation inputs used as follows:

» |evel 1 fair value measurements are those derived from quoted prices (unadjusted) in active
markets for identical assets or liabilities;

» Level 2 fair value measurements are those derived from inputs other than quoted prices included
within Level 1 that are observable for the assets or liabllities, either directly (i.e. prices) or
indirectly (i.e. derived from prices); and

¢ Level 3 fair value measurements are those derived from valuation techniques thatinclude inputs
for the assets or liabilifies that are not based on ebservable market data (unobservable inputs).

The following table provides an analysis of each class of assets and lizbilities measured at fair
value at the end of the reporting period:

Group and Company
Fair value measurements at the end of the reporting period
using
Level 1 Level 2 Level 3 Total
2019 RM RM RM RM

Recurring fair value
measurements
Financial assets:

Other investment
Unquoted trust funds - - 4,629,638 4,629,638

2018

Recurring fair value
measurements
Financial assets:

Other investment
Unquoted trust funds - - 2,509,500 2,509,500

There were no transfers between these levels of fair values in the current and previous reporting
periods.

Valuation techniques used to derlve Level 3 fair values

The fair value of the unquoted trust funds are determined by reference to the net assets per unit of
the funds.
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31.

32.

Change In accounting policies

The Group adopted MFRS 16 using the modified retrospective approach with the date of initial
application of 1 January 2019. Under this approach, the right of use asset is recognised at the date
of initial application at an amount equal to the Jease liability, using the Group’s current incremental
borrowing rate. The comparative information are not restated and continues to be reported under
MFRES 117.

The Group elecied to use the recognition exemptions for |ease conftracte that, at the
commencement date, have a lease term of 12 months or less and do not contain a purchase option,
and lease contracts for which the underlying asset is of low value.

The nature and effect of the changes as a result of adoption of the new accounting standard are
described below.

Leases previously classified as operating leases

The Group recognised right of use assets and lease liabilities for those leases previously classified
as operating leases, except for short term leases and leases of low value assets. The right of use
assets were recognised based on the amount equal {o the lease liabilities, adjusted for any related
prepaid and accrued lease payments previously recognised. Lease liablities were recognised
based on the present value of the remaining lease payments, discounted using the incremental
borrowing rate at the date of initial application.

Prior year adjustments
The prior year adjustments are in respect of the following:

i) In 2017, the Company completed the acquisition of the entire equity inferesis in Red Ideas
Sdn Bhd and Intellectual Property Register Ple. Lid. As those acquisitions involving business
combination of all combining entities under common control both before and after the
business combination, the transactions were incorrectly accounted for by applying the
acquisition method; and

i) In 2017, the acquisition of intangible assets with definite useful life of 5 years in a business
combination was incorrectly accounted for as goodwill arising from business combination.

This fundamental errors have now been recognised by way of retrospective adjustments, The
effects of the fundamental errors on the Group’s financial statements are as follows:

As
previously Prior year As
reported adjustment restated
Group RM RM RM
Statement of comprehensive income
for the year ended 31 December 2018
Administrative expenses 2,880,501 358,424 3,248,025
Statement of financial position as at 31
December 2018
Non current assets .
Intangible assets 3,024,035 {596,183) 2,427,852
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32,

Prior year adjustments (continued)

As

previously Prior year As
reported adjustment restated
Group RM RM RM

Statement of changes in equity for the

year ended 31 December 2018

Merger reserve - 266,074 266,074
Accumulated losses 3,605,931 862,257 4,468,188

The consequential changes to the Group’s prior financial year's statement of cash flows and
information in the notes have also been reflected appropriately for consistency of presentation.
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