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Use of estimates and judgements

The preparation of the financial statements in conformity with MFRSs requires management to make
judgements, estimates and assumptions that affect the application of accounting policies and the
reported amounts of assets, liabilities, income and expenses. Actual results may differ from these
estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimates are revised and in any future periods
affected.

There are no significant areas of estimation uncertainty and critical judgements in applying accounting
policies that have significant effect on the amounts recognised in the financial statements other than
the following items:-

(i) Classification between investment property and property, plant and equipment

The Group and the Company has developed certain criteria based on MFRS 140 in making
judgement whether a property qualifies as an investment property. Investment property is a
property held to earn rentals or for capital appreciation or both.

Some properties comprise a portion that is held to earn rentals or for capital appreciation and
another portion that is held for use in the production or supply of goods or services or for
administrative purposes. If these portions could be sold separately (or leased out separately
under a finance lease), the Group and the Company would account for the portions separately.
If the portions could not be sold separately, the property is an investment property only if an
insignificant portion is held for use in the production or supply of goods or services or for
administrative purposes. Judgement is made on an individual property basis to determine
whether ancillary services are so significant that a property does not qualify as investment
property.

(ii) Depreciation of property, plant and equipment

Property, plant and equipment are depreciated in a straight-line basis over their estimated
useful life. Management estimated that useful life of these assets to be within 5 to 50 years.
Changes in the expected level of usage and technological developments could impact the
economic useful life and the residual values of these assets, therefore future depreciation
charges could be revised.

(iii) Loss allowances of financial assets

The Group and the Company recognise impairment losses for trade receivables under the
expected credit loss model. Individually significant trade receivables are tested for impairment
separately by estimating the cash flows expected to be recoverable. All others are grouped into
credit risk classes and tested for impairment collectively, using the Group’s and the Company’s
past experience of loss statistics, ageing of past due amounts and current economic trends.
The actual eventual losses may be different from the allowance made and this may affect the
Group’s and the Company’s financial positions and results.

(iv) Classification of financial assets

The Group and the Company use their business model objectives as a basis to classify financial
assets for subsequent measurements. The objectives of the Group and of the Company in
managing investments in equity and debt instruments include those held for trading, managing
for fair value changes and managing to collect contractual cash flows that are solely payments
of principal and interest on principal. Management uses its judgement to determine the
classification of each investment at the date of purchase on the basis of the Group’s and of the
Company’s business model objectives. Investment in the same debt or equity instruments need
not necessarily be classified in the same category for subsequent measurement.
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(v)  Revenue recognition from construction contracts

Revenue is recognised as and when the control of the asset is transferred to customers and it
is probable that the Group and the Company will collect the consideration to which it will be
entitled in exchange for the asset that will be transferred to the customer. Depending on the
terms of the contract and the applicable laws governing the contract, control of the asset may
transfer over time or at a point in time.

If control of the asset transfers over time, revenue is recognised over the period of the
contract by reference to the progress towards complete satisfaction of that performance
obligation based on the physical proportion of contract work-to-date certified by professional
consultants. Significant judgement is required in determining the progress towards complete
satisfaction of that performance obligation based on the certified work-to-date corroborated
by the level of completion of the contract based on actual costs incurred to date over the
estimated total construction costs. The total estimated costs are based on approved budgets,
which require assessments and judgements to be made on changes in, for example, work
scope, changes in costs and costs to completion. In making these judgements, management
relies on past experience and the work of specialists.

(vi) Income tax expense

There are certain transactions and computations for which the ultimate tax determination may
be different from the initial estimate. The Group and the Company recognise tax liabilities
based on their understanding of the prevailing tax laws and estimates of whether such taxes
will be due in the ordinary course of business. Where the final outcome of these matters is
different from the amounts that were initially recognised, such difference will impact the
income tax and deferred tax provisions in the period in which such determination is made.

(vii) Provision for liabilities and charges

Provisions can be distinguished from other liabilities because there is uncertainty about the
timing or amount of settlement. The more common provisions recorded by the Group and the
Company arise from obligations in relation to refunds, guarantees, onerous contracts and
outstanding litigation.

The recognition and measurement of provisions require the Group and the Company to make
significant estimates with regard to the probability (if the event is more likely than not to
occur) that an outflow of resources will be required to settle the obligation and make
assumptions whether a reliable estimate can be made of the amount of the obligation.

Moreover, the Group’s and the Company’s accounting policy require recognition of the best
estimate of the amount that would be required to settle an obligation and the estimate may be
based on information that produces a range of amounts. Since the measurement is based on
present value, it involves making estimates around the appropriate discount rate in order to
reflect the risks specific to the liability.

(viii) Contingencies

Contingent liabilities of the Group and of the Company are not recognised but disclosed, unless
the possibility of an outflow of resources embodying economic benefits is remote.

Contingent liabilities represent possible obligations that arise from past events and whose
existence will be confirmed only by the occurrence or non-occurrence of one or more uncertain
future events not wholly within the control of the entity. They are not recognised because it is
not probable that an outflow of resources will be required to settle the obligation and the
amount of the obligation cannot be measured with sufficient reliability.

Inevitably, the determination that the possibility that an outflow of resources embodying
economic benefits is remote and that the occurrence or non-occurrence of one or more uncer-
tain future events is not wholly within the control of the Group and of the Company requires
significant judgement.
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SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to the periods presented in these
financial statements and have been applied consistently by the Group and the Company, unless otherwise
stated.

a) Basis of consolidation
The financial statements of the Group and of the Company have been prepared in accordance with
Malaysian Financial Reporting Standards (“MFRSs”), International Financial Reporting Standards and
the requirements of the Companies Act, 2016 in Malaysia.
() Subsidiaries
Subsidiaries are entities, including special purpose entity, controlled by the Company. The
financial statements of subsidiaries are included in the consolidated financial statements from

the date that control commences until the date that control ceases.

Investments in subsidiaries are measured in the Company’s statement of financial position at
cost less any impairment losses. The cost of investments includes transaction costs.

(i) Business combinations
Business combinations are accounted for by applying the purchase method from the acquisi-

tion date, which is the date on which the group obtains control of acquiree. The cost of a busi-
ness combination is the aggregate of : -

. the fair values, at the date of exchange, of assets given, liabilities incurred or assumed, and
equity instruments issued by the acquirer, in exchange for control of the acquiree, plus
. any costs directly attributable to the business combination.

If an associate or a jointly controlled entity becomes a subsidiary, the Group remeasures its
previously held entity interest to fair value and recognises the resulting gain or loss, if any, in
profit or loss. The remeasured carrying amount forms part of the cost of business combination.

When the cost of the business combination is in excess of the Group’s interest in the net fair
value of the identifiable assets, liabilities and contingent liabilities recognised, the excess is
recognised as goodwill. When the excess is negative, a bargain purchase gain is recognised
immediately in profit or loss.

The non-controlling interest in the acquiree is measured at the proportionate share of the
acquiree’s identifiable net assets at the acquisition date.

(iii)  Acquisitions of non-controlling interests

The group accounts all changes in its ownership interest in a subsidiary that do not result in a
loss of control as equity transactions between the Group and its non-controlling interest holders.
Any difference between the Group’s share of net assets before and after the change, and any
consideration received or paid, is adjusted to or against group reserves.

(iv)  Loss of control

Upon the loss of control of a subsidiary, the Group recognises the difference between the
proceeds from the disposal of the subsidiary and its carrying amount as of the date of disposal.
If the Group retains any interest in the former subsidiary, that investment is accounted for as
a financial asset from the date the entity ceases to be a subsidiary, provided that it does not
become an associate or a jointly controlled entity. The carrying amount of the investment at
the date that the entity ceases to be a subsidiary is regarded as the cost on initial measurement
of the financial asset.




NOTES TO THE

KEJURUTERAAN ASASTERA BERHAD
ANNUAL REPORT 2018 FINANCIAL STATEMENTS

Intra-group balances and transactions, including income, expenses and dividends are eliminated
in full in preparing the consolidated financial statements.

Unrealised profits and losses arising from transactions with equity-accounted associates and
jointly controlled entities are eliminated against the investment to the extent of the Group’s
interest in the investees. Unrealised losses are eliminated only to the extent that there is
evidence of an impairment of the asset transferred.

(v) Transactions eliminated on consolidation

Intra-group balances and transactions, including income, expenses and dividends are eliminated
in full in preparing the consolidated financial statements.

Unrealised profits and losses arising from transactions with equity-accounted associates and
jointly controlled entities are eliminated against the investment to the extent of the Group’s
interest in the investees. Unrealised losses are eliminated only to the extent that there is
evidence of an impairment of the asset transferred.

b) Financial instruments

During the financial year, the Group and the Company adopted MFRS 9, Financial Instruments which
replaces MFRS 139, Financial Instruments : Recognition and Measurement.

Unless specifically disclosed below, the Group and the Company generally applied the following
accounting policies retrospectively. Nevertheless, as permitted by MFRS 9, the Group and the Company
has elected not to restate the comparatives. The financial effect of the changes in accounting policies
are disclosed in Note 44 to the financial statements.

(i) Initial recognition and measurement
. Current financial year

A financial asset or a financial liability is recognised in the statement of financial position
when, and only when, the Group and the Company become a party to the contractual
provisions of the instrument.

Financial asset (unless it is a trade receivable without significant financing component) is
initially measured at fair value plus, for an item not at fair value through profit or loss,
transaction costs that are directly attributable to its acquisition or issue. A trade
receivable without a financing component is initially measured at the transaction price.

. Previous financial year

A financial asset or a financial liability is recognised in the statement of financial position
when, and only when, the Group and the Company become a party to the contractual
provisions of the instrument.

A financial instrument is recognised initially, at its fair value plus, 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.

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

I D P e 64



NOTES TO THE KEJURUTERAAN ASASTERA BERHAD

ANNUAL REPORT 2018

FINANCIAL STATEMENTS

(ii)  Financial instrument categories and subsequent measurement
Financial assets
Current financial year
The Group and the Company categorise financial instruments as follows:-

Categories of financial assets are determined on initial recognition and are not reclassified
subsequent to their initial recognition unless the Group and the Company change their business
model for managing financial assets in which case all affected financial assets are reclassified on
the first day of the first reporting period following the change of the business model.

(A) Amortised cost

Amortised cost category comprises financial assets that are held within a business model
whose objective is to hold assets to collect contractual cash flows and its contractual
terms give rise on specified dates to cash flows that are solely payments of principal and
interest on the principal amount outstanding. The financial assets are not designated as
fair value through profit or loss. Subsequent to initial recognition, these financial assets
are measured at amortised cost using the effective interest method. The amortised cost
is reduced by impairment losses. Interest income, foreign exchange gains and losses and
impairment are recognised in profit or loss. Any gain or loss on derecognition is
recognised in profit or loss.

(B)  Fair value through other comprehensive income
(i) Debt investments

Fair value through other comprehensive income category comprises debt investment
where it is held within a business model whose objective is achieved by both
collecting contractual cash flows and selling the financial assets, and its contractual
terms give rise on specified dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding. The debt investment is not
designated as at fair value through profit or loss. Interest income calculated using
the effective interest method, foreign exchange gains and losses and impairment
are recognised in profit or loss. Other net gains and losses are recognised in other
comprehensive income. On derecognition, gains and losses accumulated in other
comprehensive income are reclassified to profit or loss.

(i) Equity investments

This category comprises investment in equity that is not held for trading, and the
Group and the Company irrevocably elect to present subsequent changes in the
investment’s fair value in other comprehensive income. This election is made on an
investment-by-investment basis. Dividends are recognised as income in profit or
loss unless the dividend clearly represents a recovery of part of the cost of invest-
ment. Other net gains and losses accumulated in other comprehensive income are
not reclassified to profit or loss.

(C)  Fair value through profit or loss

All financial assets not measured at amortised cost or fair value through other compre-
hensive income as described above are measured at fair value through profit or loss. This
includes derivative financial assets (except for a derivative that is a designated and
effective hedging instrument). On initial recognition, the Group and the Company may
irrevocably designate a financial asset that otherwise meets the requirements to be
measured at amortised cost or at fair value through other comprehensive income as at
fair value through profit or loss if doing so eliminates or significantly reduces an
accounting mismatch that would otherwise arise.
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Financial assets categorised as fair value through profit or loss are subsequently measured at
their fair value. Net gains or losses, including any interest or dividend income, are recognised
in the profit or loss.

All financial assets, except for those measured at fair value through profit or loss and equity
investments measured at fair value through comprehensive income, are subject to impairment
assessment (see Note 3(g)(i)).

Previous financial year
The Group and the Company categorise financial instruments as follows:-
(A)  Financial assets at fair value through profit or loss

Fair value through profit or loss category comprises financial assets that are held for
trading, including derivatives (except for a derivative that is a financial guarantee
contract or a designated and effective hedging instrument) or financial assets that are
specifically designated into this category upon initial recognition.

Derivatives that are linked to and must be settled by delivery of unquoted equity
instruments whose fair values cannot be reliably measured are measured at cost.

Other financial assets categorised as fair value through profit or loss are subsequently
measured at their fair values with the gain or loss recognised in profit or loss.

(B)  Held-to-maturity investments

Held-to-maturity investments category comprises debt instruments that are quoted in
an active market and the Group and the Company has the positive intention and ability
to hold them to maturity.

Financial assets categorised as held-to-maturity investments are subsequently mea-
sured at amortised cost using the effective interest method.

(C) Loans and receivables

Loans and receivables category comprises debt instruments that are not quoted in an
active market.

Financial assets categorised as loans and receivables are subsequently measured at
amortised cost using the effective interest method.

(D) Available-for-sale financial assets

Available-for-sale category comprises investment in equity and debt securities
instruments that are not held for trading.

Investments in equity instruments that do not have a quoted market price in an active
market and whose fair value cannot be reliably measured are measured at cost. Other
financial assets categorised as available-for-sale are subsequently measured at their fair
values with the gain or loss recognised in other comprehensive income, except for
impairment losses, foreign exchange gains and losses arising from monetary items and
gains and losses of hedge items attributable to hedge risks of fair value hedges which are
recognised in profit or loss. On derecognition, the cumulative gain or loss recognised in
other comprehensive income is reclassified from equity into profit or loss. Interest
calculated for a debt instrument using the effective interest method is recognised in
profit or loss.

All financial assets, except for those measured at fair value through profit or loss, are subject
to review for impairment (see Note 3(g)(i)).

I B P e 66



NOTES TO THE KEJURUTERAAN ASASTERA BERHAD

ANNUAL REPORT 2018

FINANCIAL STATEMENTS

Financial liabilities
Current financial year

At initial recognition, all financial liabilities are subsequently measured at fair value through
profit or loss or at amortised cost.

(A)  Fair value through profit or loss

Fair value through profit or loss category comprises financial liabilities that are
derivatives (except for a derivative that is a financial guarantee contract or a designated
and effective hedging instrument), contingent consideration in a business combination
and financial liabilities that are specifically designated into this category upon initial
recognition.

Financial liabilities categorised as fair value through profit or loss are subsequently
measured at their fair value with gains or losses, including any interest expense are
recognised in the profit or loss.

For financial liabilities where it is designated as fair value through profit or loss upon
initial recognition, the Group and the Company recognised the amount of change in fair
value of the financial liability that is attributable to change in credit risk in the other
comprehensive income, unless the treatment of the effects of changes in the liability’s
credit risk would create or enlarge an accounting mismatch, and remaining amount of
the change in fair value in the profit or loss.

(B) Amortised cost

Other financial liabilities not categorised as fair value through profit or loss are
subsequently measured at amortised cost using the effective interest method.

Interest expense and foreign exchange gains and losses are recognised in the profit or
loss. Any gains or losses are also recognised in the profit or loss.

Previous financial year

All financial liabilities are subsequently measured at amortised cost other than those
categorised as fair value through profit or loss.

Fair value through profit or loss category comprises financial liabilities that are derivatives
(except for a derivative that is a financial guarantee contract or a designated and effective
hedging instrument) or financial liabilities that are specifically designated into this category
upon initial recognition.

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

Other financial liabilities categorised as fair value through profit or loss are subsequently
measured at their fair values with the gain or loss recognised in profit or loss.
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(iii)  Financial guarantee contracts

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

Fair value arising from financial guarantee contracts are classified as deferred income and is
amortised to profit or loss using a straight-line method over the contractual period or, when
there is no specified contractual period, recognised in profit or loss upon discharge of the
guarantee. When settlement of a financial guarantee contract becomes probable, an estimate
of the obligation is made. If the carrying value of the financial guarantee contract is lower than
the obligation, the carrying value is adjusted to the obligation amount and accounted for as a
provision.

(iv)  Regular way purchase or sales of financial assets

A regular way purchase or sale is a purchase or sale of a financial asset under a contract whose
terms require delivery of the asset within the time frame established generally by regulation
or convention in the marketplace concerned.

A regular way purchase or sale of financial assets is recognised and derecognised, as applicable,
using trade date accounting. Trade date accounting refers to:-

A) the recognition of an asset to be received and the liability to pay for it on the trade date,
and

B) derecognition of an asset that is sold, recognition of any gain or loss on disposal and the
recognition of a receivable from the buyer for payment on the trade date.

(v)  Derecognition

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

A financial liability or a part of it is derecognised when, and only when, the obligation specified
in the contract is discharged, cancelled or expired. A financial liability is also derecognised
when its terms are modified and the cash flows of the modified liability are substantially
different, in which case, a new financial liability based on modified terms is recognised at fair
value. On derecognition of a financial liability, 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 transferred or liabilities assumed, is recognised in profit or loss.
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c) Financial instruments
Property, plant and equipment
(i) Recognition and measurement

Items of property, plant and equipment are measured at cost/valuation less any accumulated
depreciation and any accumulated impairment losses.

Cost includes expenditures that are directly attributable to the acquisition of the asset and any
other costs directly attributable to bringing the asset to working condition for its intended
use, and the costs of dismantling and removing the items and restoring the site on which they
are located. The cost of self-constructed assets also includes the cost of materials and direct
labour. For qualifying assets, borrowing costs are capitalised in accordance with the accounting
policy on borrowing costs. Costs also may include transfers from equity of any gain or loss on
qualifying cash flow hedges of foreign currency purchases of property, plant and equipment.

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

The cost of property, plant and equipment recognised as a result of a business combination is
based on fair value at acquisition date. The fair value of property is the estimated amount for
which a property could be exchanged between knowledgeable willing parties in an arm’s
length transaction after proper marketing wherein the parties had each acted knowledgeably,
prudently and without compulsion. The fair value of other items of plant and equipment is
based on the quoted market prices for similar items when available and replacement cost when
appropriate.

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

The gain or loss on disposal of an item of property, plant and equipment is determined by
comparing the proceeds from disposal with the carrying amount of property, plant and
equipment and is recognised net within “other income” and “other expenses” respectively in
profit or loss.

(ii) Subsequent costs

The cost of replacing a component of an item of property, plant and equipment is recognised
in the carrying amount of the item if it is probable that the future economic benefits embodied
within the component will flow to the Group and the Company, and its cost can be measured
reliably. The carrying amount of the replaced component is derecognised to profit or loss. The
costs of the day-to-day servicing of property, plant and equipment are recognised in profit or
loss as incurred.
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(iii) Depreciation

Depreciation is based on the cost /valuation of an asset less its residual value. Significant
components of individual assets are assessed, and if a component has a useful life that is
different from the remainder of that asset, then that component is depreciated separately.

Depreciation is recognised in profit or loss on a straight-line basis over the estimated useful
lives of each component of an item of property, plant and equipment from the date that they
are available for use. Leased assets are depreciated over the shorter of the lease term and their
useful lives unless it is reasonably certain that the Group will obtain ownership by end of the
lease term. Property, plant and equipment under construction are not depreciated until the
assets are ready for their intended use. Freehold land is not depreciated as it has indefinite life.
The principal annuval rate of depreciation for other property, plant and equipment are as

follows:-

Rate %
Buildings 2
Furniture, fittings and equipment 10-20
Motor vehicles 20
Renovation 20

Depreciation methods, useful lives and residual values are reviewed at end of the reporting
period, and adjusted as appropriate.

d) Leased assets
(i) Finance lease

Leases in terms of which the Group and the Company assumes substantially all the risks and
rewards of ownership are classified as finance leases. Upon initial recognition, the leased asset
is measured at an amount equal to the lower of its fair value and present value of the minimum
lease payments. Subsequent to initial recognition, the asset is accounted for in accordance
with the accounting policy applicable to that asset. Assets with unexpired economic life of 50
years and above will be classified as long term lease assets, whereas short term lease assets
will be those assets with unexpired economic life of less than 50 years.

Minimum lease payments made under finance leases are apportioned between the finance
expense and the reduction of the outstanding liability. The finance expense is allocated to each
period during the lease term so as to produce a constant periodic rate of interest on the
remaining balance of the liability. Contingent lease payments are accounted for by revising the
minimum lease payments over the remaining term of the lease when the lease adjustment is
confirmed.

Leasehold land which in substance is a finance lease is classified as property, plant and
equipment, or as investment property if held to earn rental income or for capital appreciation
or for both.

(ii)  Operating lease

Leases, where the Group and the Company does not assume substantially all the risks and
rewards of ownership are classified as operating leases and, except for property interest held
under operating lease, the leased assets are not recognised on the statement of financial posi-
tion. Property interest held under an operating lease, which is held to earn rental income or for
capital appreciation or both, is classified as investment property and measured using fair value
model.
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Payments made under operating leases are recognised in profit or loss on a straight-line basis
over the term of the lease. Lease incentives received are recognised in profit or loss as an
integral part of the total lease expense, over the term of the lease. Contingent rentals are
charged to profit or loss in the reporting period in which they are incurred.

Leasehold land which in substance is an operating lease is classified as prepaid lease payments.
e) Investment property

Investment properties are properties which are owned or held under a leasehold interest to earn
rental income or for capital appreciation or for both, but not for sale in the ordinary course of
business, use in the production or supply of goods or services or for administrative purposes.
Investment properties are stated at cost less accumulated depreciation and accumulated impairment
losses. Investment properties are depreciated on a straight-line basis to write down the cost of each
asset to their residual values over their estimated useful lives. Freehold land is not depreciated as it

has indefinite life. The principal annual rate of depreciation for other investment properties are as
follows:-

Rate %

Buildings 2
The assets’s residual values and useful lives are reviewed, and adjusted if appropriate, annually.

f) Cash and cash equivalents
Cash and cash equivalents consist of cash on hand, balances and deposits with banks and highly
liquid investments which have an insignificant risk of changes in fair value with original maturities of
three months or less, and are used by the Group and the Company in the management of their short
term commitments. For the purpose of the statement of cash flows, cash and cash equivalents are
presented net of bank overdrafts and pledged deposits.

g) Impairment of assets

(i) Financial assets

During the financial year, the Group and the Company adopted MFRS 9, Financial Instruments
which replaces MFRS 139, Financial Instruments : Recognition and Measurement.

Unless specifically disclosed below, the Group and the Company generally applied the following
accounting policies retrospectively. Nevertheless, as permitted by MFRS 9, the Company have
elected not to restate the comparatives. The financial effect of the changes in accounting
policies are disclosed in Note 45 to the financial statements.
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Current financial year

The Group and the Company recognise loss allowances for expected credit losses on financial
assets and financial guarantees measured at amortised cost or fair value through comprehensive
income, except for investments in equity instruments, and interest in subsidiaries and
associates.

The Group and the Company measures loss allowances at an amount equal to lifetime expected
credit loss, except for debt securities that are determined to have low credit risk at the reporting
date, cash and bank balance and other debt securities for which credit risk has not increased
significantly since initial recognition, which are measured as 12 months expected credit loss.

Loss allowances for trade receivable are always measured at an amount equal to lifetime
expected credit loss.

Lifetime expected credit losses are the expected credit losses that result from all possible
default events over the expected life of a financial instrument, while 12 months expected
credit losses are the portion of expected credit losses that result from default events that are
possible within the 12 months after the reporting date.

The maximum period considered when estimating expected credit losses is the maximum
contractual period over which the Group and the Company are exposed to credit risk.

Expected credit losses are a probability-weighted estimate of credit losses. The Group and the
Company estimate the expected credit losses on trade receivables using a provision matrix
with reference to historical credit loss experience.

When determining whether the credit risk of a financial asset has increased significantly since
initial recognition and when estimating expected credit loss, the Group and the Company
consider reasonable and supportable information that is relevant and available without undue
cost or effort. This includes both quantitative and qualitative information and analysis, based
on the Group’s and the Company’s historical experience and informed credit assessment and
including forward-looking information, where available.

An impairment loss in respect of financial assets measured at amortised cost is recognised in
profit or loss and the carrying amount of the asset is reduced through the use of an allowance
account.

An impairment loss in respect of debt investments measured at fair value through other
comprehensive income is recognised in profit or loss and the allowance account is recognised
in other comprehensive income.

At each reporting date, the Group and the Company assess whether financial assets carried at
amortised cost and debt securities at fair value through other comprehensive income are
credit-impaired. A financial asset is credit impaired when one or more events that have a
detrimental impact on the estimated future cash flows of the financial asset have occurred.

The gross carrying amount of a financial asset is written off (either partially or full) to the
extent that there is no realistic prospect of recovery. This is generally the case when the Group
and the Company determine that the debtor does not have assets or sources of income that
could generate sufficient cash flows to repay the amounts subject to the write-off. However,
financial assets that are written off could still be subject to enforcement activities in order to
comply with the Group’s and the Company’s procedures for recovery amounts due.
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Previous financial year

All financial assets (except for financial assets categorised as fair value through profit or loss
and investment in subsidiaries) are assessed at each reporting date whether there is any objective
evidence of impairment as a result of one or more events having an impact on the estimated
future cash flows of the asset. Losses expected as a result of future events, no matter how
likely, are not recognised. For an investment in an equity instrument, a significant or prolonged
decline in the fair value below its cost is an objective evidence of impairment. If any such objective
evidence exists, then the impairment loss of the financial asset is estimated.

An impairment loss in respect of loans and receivables and held-to-maturity investments is
recognised in profit or loss and is measured as the difference between the asset’s carrying
amount and the present value of estimated future cash flows discounted at the asset’s original
effective interest rate. The carrying amount of the asset is reduced through the use of an
allowance account.

Animpairment loss in respect of available-for-sale financial assets is recognised in profit or loss
and is measured as the difference between the asset’s acquisition cost (net of any principal
repayment and amortisation) and the asset’s current fair value, less any impairment loss
previously recognised. Where a decline in the fair value of an available-for-sale financial asset
has been recognised in other comprehensive income, the cumulative loss in other comprehensive
income is reclassified from equity to profit or loss.

An impairment loss in respect of unquoted equity instrument that is carried at cost is
recognised in profit or loss and is measured as the difference between the financial asset’s
carrying amount and the present value of estimated future cash flows discounted at the
current market rate of return for a similar financial asset.

Impairment losses recognised in profit or loss for an investment in an equity instrument classified
as available for sale is not reversed through profit or loss.

If, in a subsequent period, the fair value of a debt instrument increases and the increase can be
objectively related to an event occurring after the impairment loss was recognised in profit or
loss, the impairment loss is reversed, to the extent that the asset’s carrying amount does not
exceed what the carrying amount would have been had the impairment not been recognised at
the date the impairment is reversed. The amount of the reversal is recognised in profit or loss.

(ii) Other assets

The carrying amounts of other assets (except for contract assets, deferred tax asset, assets
arising from employee benefits, investment property measured at fair value and non-current
assets (or disposal group) classified as held for sale) are reviewed at the end of each reporting
period to determine whether there is any indication of impairment. If any such indication
exists, then the asset’s recoverable amount is estimated. For goodwill and intangible assets
that have indefinite useful lives or that are not yet available for use, the recoverable amount is
estimated each period at the same time.

For the purpose of impairment testing, assets are grouped together into the smallest group of
assets that generate cash inflows from continuing use that are largely independent of the cash
inflows of other assets or cash-generating units. Subject to an operating segment ceiling test,
for the purpose of goodwill impairment testing, cash-generating units to which goodwill has
been allocated are aggregated so that the level at which impairment testing is performed
reflects the lowest level at which goodwill is monitored for internal reporting purposes. The
goodwill acquired in a business combination, for the purpose of impairment testing, is allocat-
ed to group of cash-generating units that are expected to benefit from the synergies of the
combination.
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The recoverable amount of an asset or cash-generating unit is the greater of its value in use
and its fair value less costs of disposal. In assessing value in use, the estimated future cash
flows are discounted to their present value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the risks specific to the asset or cash
generating unit.

Animpairment loss is recognised if the carrying amount of an asset or its related cash-generating
unit exceeds its estimated recoverable amount.

Impairment losses are recognised in profit or loss. Impairment losses recognised in respect of
cash-generating units are allocated first to reduce the carrying amount of any goodwill
allocated to the cash-generating unit (group of cash-generating units) and then to reduce the
carrying amounts of the other assets in the cash-generating unit (group of cash-generating
units) on a pro rata basis.

An impairment loss in respect of goodwill is not reversed. In respect of other assets, impairment
losses recognised in prior periods are assessed at the end of each reporting period for any
indications that the loss has decreased or no longer exists. An impairment loss is reversed if
there has been a change in the estimates used to determine the recoverable amount since the
last impairment loss was recognised. An impairment loss is reversed only to the extent that the
asset’s carrying amount does not exceed the carrying amount that would have been
determined, net of depreciation or amortisation, if no impairment loss had been recognised.
Reversals of impairment losses are credited to profit or loss in the financial year in which the
reversals are recognised.

h)  Foreign currencies transactions and balances

Transactions denominated in foreign currencies are translated and recorded at the rates of exchange
prevailing at the respective dates of transactions. At the end of each reporting period, foreign
currency monetary assets and liabilities are retranslated into the functional currency using the
exchange rates at the reporting date (i.e. the closing rate).

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated
at the exchange rate at the date of the transaction (i.e. historical rate). Non-monetary items that are
measured at fair value in a foreign currency are translated using the exchange rates at the date when
the fair value is determined.

Gains and losses arising from changes in exchange rates after the date of the transaction are
recognised in profit or loss (except for loans and advances that form part of the net investment in a
foreign operation and transactions entered into in order to hedge foreign currency risks of net
investments in foreign operations).

For loans and advances that form part of the net investment in a foreign operations, exchange
differences are recognised in profit or loss in the separate financial statements of the parent Company
and/or the individual financial statements of the foreign operation. In the consolidated financial
statements that include the foreign operation, the gain or loss recognised in profit or loss in the
separate and/or individual financial statements is reversed and recognised in the consolidated other
comprehensive income and accumulated in an exchange translation reserve.
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