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OVERVIEW OF BUSINESS AND OPERATIONS

CORPORATE DEVELOPMENTS

REVIEW OF GROUP’S FINANCIAL RESULTS AND FINANCIAL CONDITIONS

2020 2019 2018 2017 2016 2015

RM'000 RM'000 RM'000 RM'000 RM'000 RM'000

MANAGEMENT DISCUSSION AND ANALYSIS
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MANAGEMENT DISCUSSION AND ANALYSIS
(cont’d)

REVIEW OF GROUP’S FINANCIAL RESULTS AND FINANCIAL CONDITIONS (cont’d) 
 
We recorded a revenue of RM55.098 million (FYE 2019: RM57.893million). This represented an decrease of 4.83%. This 
was mainly due to Coronavirus disease 2019 (COVID-19). 

Wheat Flour (RM’000) Tapioca and Corn Flour (RM’000) 

2020 2019 % Changes 2020 2019 % Changes 

25,205 26,002 (3.07) 29,893 31,891 (6.27) 
 

Because of the COVID-19 pandemic, sales decreased 
for the financial year as the consumers’ demand are 
lesser than usual. Although the sales have decreased 
marginally, cost of sales were managed to be lower 
down and achieved a higher gross profit. This is due to 
better cost control policy imposed by the management, 
LKFM now records a gross profit of RM5.479 million. As 
compared with prior year, LKFM has increased its gross 
profit by 396%. 

This is mainly due to LKFM has acquired a new line of 
wheat flour milling machine and its performance is 
better when compare to the previous machine. With the 
efficiency and effectiveness of the new machine, it can 
mill flour with a better quality and meet the customers’ 
demand and preferences. 

As the new management has taken over the Board, 
they managed to request for waiver of debts from its 
payables by getting discount and exchange with 
shares. This resulted in other income of RM4.99 million 
of waiver of debts recorded in current financial year. We 
have also received dividend from our investment which 
amounted to RM3.54 million during the financial year. 

Despite with the lower performance in sales, as 
compared with prior financial year, there was an 
operating loss suffered and then LKFM’s new 
management had turned around the loss and generated 
profit for the current financial year. 

The Group’s long-term assets had recorded an increase 
of 61.48% to RM23.446 million (FYE 2019: RM14.519 
million). This was mainly due to the adoption of MFRS 
16 Leases during the financial year.  

The Group’s inventories level for current FYE 2020 had 
decreased by 13.57% to RM8.642 million (FYE 2019: 
RM9.998 million), where LKFM is trying to maintain a 
lower inventory level to minimise the holding cost and 
carrying cost. By doing so, it can also reduce the risk of 
slow-moving stock. 

Trade receivables are maintaining as RM6.512 million 
(FYE 2019: RM6.317 million) which is in line with 
current financial year sales. In short, the sales team is 
actively approaching to customers for collection. Other 
receivables have increased to RM5.280 million which is 
159.33% (FYE 2019: RM2.036 million). The increase is 

mainly due to the advances received from the customers 
to purchase wheat and starch products. 

The Group’s cash and cash equivalents have increased 
significantly when compared to prior financial year. LKFM 
retained around RM36.276 million cash and cash 
equivalents (FYE 2019: RM3.469 million) which has 
increased by 945.72%. The funds are mostly from the 
Corporate Exercise (Rights Issue) for wheat flour 
business and receipts from conversion of warrants. 

The Group has low gearing as at end of current financial 
year and the debt-to-equity ratio is 0.15%.  

On the payables side, it has decreased substantially to 
RM11.865 million with a decrease of 81.69% (FYE 2019: 
RM64.817 million). The substantial decrease was 
because of the waiver of debt (debt settlement) with the 
supplier via issuance of shares and discount. The second 
factor is the debts have been settled by the Group and 
the Company. 

The current profit after tax of RM9.927 million and the 
shareholders’ funds have become positive in this current 
financial year. This is because LKFM has completed the 
Restructuring (Corporate Exercise) to convert most of the 
debts into equity. 

For FYE 2020, the Group had recorded with deficit net 
operating cashflow of RM19.081 million (FYE 2019: 
surplus net operating cashflow RM13.189 million).  

 ANTICIPATED BUSINESS RISKS 

The business risks faced by the Group basically include 
market competitions, volatility of imported raw material 
prices, movements of currency exchange rates, 
performance of user industries and changes in economic, 
political and regulatory conditions. 

a) Market competitions  

The flour milling sector remains competitive 
among the flour milling operators locally as well as 
imported wheat flour and starch. The Group will 
continue to develop new market strategy to 
capture new market, particularly on less well-
served segments, improve its distribution channels 
as well as product mix and quality to meet a wider 
range of customers’ needs and requirements. 
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MANAGEMENT DISCUSSION AND ANALYSIS
(cont’d)

ANTICIPATED BUSINESS RISKS (cont’d) 

b) Volatility of raw material prices  

Volatility of prices on imported raw materials 
such as wheat and tapioca remain the key 
challenges. Both wheat and tapioca are globally 
traded commodities, and as a result, their prices 
may fluctuate from time to time. The price of 
wheat and tapioca are influenced by global 
macroeconomic factors including, among others, 
supply and demand of wheat and tapioca, as 
well as stock levels.  

As the cost of these raw materials constitute a 
major part of wheat flour and tapioca starch cost, 
managing these costs remain the key challenge. 

Any increase in the prices of these imported raw 
materials, if unable to pass on to customers on 
time, may adversely affect the financial 
performance of the Group. 

Stability of imported raw material prices remain a 
key challenge for all the industry players. This is 
an inherent risk faced by all the industry players. 

 The Group has taken proactive measures to 
mitigate the unexpected interruption of the 
supply of these imported raw materials as well 
as their prices by increasing inventory to a 
reasonable level when prices are relatively low.  

c) Volatility of currency exchange rates   

As LKFM’s main raw materials such as wheat 
and tapioca are fully imported from oversea 
markets and are traded in US currency. 
Fluctuations in US/RM rates will have great 
impact on its raw material costs and hence its 
financial performance. However, during the 
current financial year, the Group has purchased 
the aforesaid raw materials locally from its 
business collaboration partner, LOTUS. Hence, 
the aforesaid currency risk is protected.  

d) Dependency on performance of user 
industries  

Flour is mainly used in food manufacturing 
industries and food services operations. Any 
adverse performance in user industries would 
affect the demand for these products and hence, 
the financial performance of the Group. We will 
continue to take prudent approach to manage 
this risk. However, this is an inherent risk in the 
wheat flour milling industry.  

e) Changes in economic, political and 
regulatory conditions 

Any adverse developments in macroeconomies 
both globally as well as within the nation will 

have great negative impact on the financial 
performance of the Group. Similarly, any changes 
in political leadership which may bring about 
unfavorable change in governmental policies such 
as introduction of new regulations, import 
restrictions and duties, tariffs, licensing or 
subsidies. The Group may take prudent approach 
to manage these risks internally in the event it 
arises, however these risks are beyond the control 
of the Group.  

 
DIVIDEND POLICY 

Currently, our Company does not have any formal 
dividend policy. The Board will evaluate the Group’s 
profitability, long term plans and cash flows position 
annually before recommending any dividend payment.  

On 10 June 2020, the Group declared a special dividend 
of 0.5 sen per ordinary share amounting to RM3.572 
million in respect of the financial period ended 30 
September 2020. The dividend was paid on 5 August 
2020. 
 
 
OUTLOOK OF INDUSRTY 

The operating environment is expected to remain highly 
competitive and we anticipate intensifying pressures on 
margins as consumers’ living costs rise. Nevertheless, 
the Group will persevere in elevating operational 
efficiency and focus on exploring various marketing 
strategies to improve the Group’s revenue and 
profitability. 

We always uphold our mantra of offering excellent 
customer service, with great prices as our inherent 
objective. Regardless of the economic weather, the 
benchmark for best value is set so that our customers 
can get the best possible deals with no compromise in 
quality and services.  
 
 
NOTE OF APPRECIATION 
 
To our shareholders, customers, suppliers and business 
associates, who have given us valuable support, we wish 
to express our sincere appreciation and thanks to all of 
your enduring trust and confidence in our business.  

Further, we would like to take this opportunity to welcome 
our new Board members Mr. Chia Weng Lock and Mr. 
Yap Ee Seong. Both of them joined the board on 30 April 
2020 and 3 August 2020 respectively. With their diverse 
expertise and experience, we are confident that under 
their leadership, the Group will achieve a greater 
performance in years to come. 
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PRINCIPLE A: BOARD LEADERSHIP AND EFFECTIVENESS

I) Roles and Responsibility of the Board

Board Charter

CORPORATE GOVERNANCE OVERVIEW STATEMENT
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CORPORATE GOVERNANCE OVERVIEW STATEMENT 
(cont’d)

 
PRINCIPLE A: BOARD LEADERSHIP AND EFFECTIVENESS (cont’d) 
 
II) Board Composition 
 
The Board presently has seven (7) members comprising two (2) Executive Directors, two (2) Non-Independent Non-
Executive Directors and three (3) Independent Non-Executive Directors. This is in compliance with the Paragraph 15.02 
of the MMLR of Bursa Securities, which requires that at least two (2) Directors or 1/3 of the Board, whichever is the 
higher, are Independent Directors. 
 
The composition of the current Board is well balanced, with an effective mix of Executive, Independent/Non-Independent 
and Non-Executive Directors as set out in the table below:- 
 

  Names Designation 
1. Mohd Rasli bin Muda Independent Non-Executive Chairman 
2. Wong Sak Kuan Non-Independent Non-Executive Director / Vice Chairman 
3. Lee Wai Fun Executive Director cum Chief Executive Officer (“CEO”) 
4. Chia Weng Lock Executive Vice President 
5. Low Koon Min Independent Non-Executive Director  
6. Yau Ming Teck Non-Independent Non-Executive Director 
7. Yap Ee Seong Independent Non-Executive Director 

 
The Independent Directors, who are professional of credibility and repute, demonstrate independent judgement and objectivity 
in the Board’s deliberations. The diverse professional backgrounds of the Directors provide the Board with an effective mix of 
members with industry-specific knowledge and broad business experience.  
 
A brief profile of the Directors is presented in the Board of Directors’ Profile of this Annual Report. 
 
The Board acknowledges the importance of Board and Management composition diversity as recommended by the Code. In 
pursuing diversity agenda, the Directors and Senior Management are sourced from a diverse pool and recruited based on 
objective criteria, merit and with due regard for diversity in skills, knowledge, experience, age, cultural background, gender and 
contribution. 
 
In line with the recommendation under the Code for gender diversity, the Board has established and adopted a Gender 
Diversity Policy which provides a framework for the Company to improve its gender diversity at Board level. The policy 
emphasise on the needs for diversity amongst the Board members, amongst others, include race, ethnicity, age, gender, skills, 
competencies, experiences and expertise.  
 
The Board had also implemented a process for annual assessment of the effectiveness of the Board as a whole, the Board 
Committees, and for assessing the contribution of each individual Director. This process shall be carried out by the Nomination 
Committee.  
 
The Board continually assesses the composition and the tenure of its Independent Directors to ensure they have the 
appropriate balance of skills, expertise and experience to bring an independent view in the consideration of Board issues and 
provide the appropriate advice to maintain the highest level of corporate ethics. LKFM measures the independence of its 
Directors based on the criteria prescribed under MMLR in which a Director should be independent and free from any business 
or other relationship that could interfere with the exercise of independent judgement or the ability to act in the best interest of 
the Company. 
 
The Non-Executive Directors contribute significantly in areas such as policy and strategy, performance monitoring, allocation of 
resources as well as improving governance and controls. They also ensure that the strategies proposed by the management 
are fully discussed and examined, and take into account the long-term interest not only of the shareholders, but also of 
employees, customers and suppliers. Together with the CEO who has an in-depth knowledge of the business, the Board 
constitutes individuals who are committed to business integrity and professionalism in all its activities. 
 
The Board recognises and embraces the benefits of having a diverse Board, and understand that increasing diversity at Board 
level is an essential element in maintaining a competitive advantage. A truly diverse Board will include and make good use of 
differences in the skill, regional and industry experience, background, race, gender and other distinction between Directors. 
These differences will be considered in determining the optimum composition of the Board and when possible should be 
balanced appropriately. All Board appointment are made on merit, taking into account the skills, experience, independence and 
knowledge which the Board as a whole requires to be effective.  
 
Currently, there are two (2) female Directors on the Board, namely, Ms. Lee Wai Fun and Ms. Low Koon Min.   
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PRINCIPLE A: BOARD LEADERSHIP AND EFFECTIVENESS (cont’d)

II) Board Composition (cont’d)

Board and Board Committees’ Meetings

Meeting and Procedures

Type of Meetings

Name of Directors

Board of 
Directors AC NC RC

No. of Meetings Attended

(Appointed on 30 April 2020)

(Appointed on 3 August 2020)

CORPORATE GOVERNANCE OVERVIEW STATEMENT 
(cont’d)



LOTUS KFM BERHAD    ANNUAL REPORT 2020 

 

10

PRINCIPLE A: BOARD LEADERSHIP AND EFFECTIVENESS (cont’d)

II) Board Composition (cont’d)

Nomination Committee and Remuneration Committee (“NC & RC” or “the Committees”)

Nomination Committee Members Designation

Remuneration Committee Members Designation

CORPORATE GOVERNANCE OVERVIEW STATEMENT 
(cont’d)
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PRINCIPLE A: BOARD LEADERSHIP AND EFFECTIVENESS (cont’d)

II) Board Composition (cont’d)

Nomination Committee and Remuneration Committee (“NC & RC” or “the Committees”) (cont’d)

Overall Effectiveness of the Board and Individual Director

Minutes of Meeting 

Supply of Information

Company Secretary

CORPORATE GOVERNANCE OVERVIEW STATEMENT 
(cont’d)
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CORPORATE GOVERNANCE OVERVIEW STATEMENT 
(cont’d)

PRINCIPLE A: BOARD LEADERSHIP AND EFFECTIVENESS (cont’d) 
 
II) Board Composition (cont’d) 
 
Independent Professional Advice 
 
Apart from having full and unrestricted access to all information of the Group on a timely and accurate manner, the Board 
is encouraged to seek independent professional advice, where necessary, at the Group’s expense from time to time. This 
is to enable the Board to discharge its duties in relation to the matters being deliberated. The procedure will involve 
informing the Company Secretary who will propose a list of advisors for consideration. The advice given could also be 
shared with the other Board members. Similar access is also extended to the Board Committees on the same basis.    
 
Appointment to the Board 
 
The proposed appointment of new Board members is reviewed and assessed by the NC. Thereafter the NC submits its 
recommendation on the proposed appointment to the Board for approval. The NC’s primary role is to review the required 
mix of skills and experience of the Directors on the Board, and determine the appropriate Board balance and size of non-
executive directors. It will establish procedures and processes towards an annual assessment of the effectiveness of the 
Board as a whole, the committees of the Board and for assessing the contribution of each individual Director including 
time commitment. The Board is satisfied that the current composition of the Board brings the required mix of skills and 
experience required for the Board to function effectively.  
 
The Board is responsible to assess, evaluate and recommend a new Board member to the Board after taking into 
consideration the relevant criteria such as age, gender, ethnicity, skill and experience, industry knowledge, personal 
qualities and characteristic which include integrity, willingness and ability to discharge duty as Director.  
 
Board Training 
 
The Board acknowledges that its Directors must keep abreast of developments in the Group’s operating environment 
and business and will need to enhance their knowledge and business acumen to meet challenging commercial risks.  
 
During the FYE 2020, the Directors had attended the following training programmes in compliance with Paragraph 15.08 
of the MMLR of Bursa Securities:- 
 

 

Name of Director Training/seminar attended  

Mohd Rasli bin Muda  Mandatory Accreditation Programme (“MAP”) for Directors of Public Listed Companies 
 Corporate Liability on Corruption Under Malaysian Anti-Corruption Act 2009 (“MACC 

Act 2009”) (Amended 2018) 
 Corporate Liability Provision on Corruption under the MACC Act 2009 

Wong Sak Kuan  Corporate Liability on Corruption Under MACC Act 2009 (Amended 2018) 
 Corporate Liability Provision on Corruption under the MACC Act 2009 

Lee Wai Fun  Corporate Liability on Corruption Under MACC Act 2009 (Amended 2018) 
 Corporate Liability Provision on Corruption under the MACC Act 2009 
 The Best Gift for Your Loved Ones - UOB 
 Covid-19: Impact on MFRS 16 – Leases 
 Transformational Technologies in Finance 
 Technology Investment Strategies & HPE Business Continuity Solution 
 Curating 'In-Demand' Board Profile for Your Board Journey 
 Governance in the New Norm 

Chia Weng Lock  MAP for Directors of Public Listed Companies 
 Corporate Liability Provision on Corruption under the MACC Act 2009 
 Workshop on Corporate Liability Provision (Section 17A) of the MACC Act 2009: The 

Essential Steps 
Low Koon Min  Corporate Liability on Corruption Under MACC Act 2009 (Amended 2018) 

 Corporate Liability Provision on Corruption under the MACC Act 2009 
Yau Ming Teck  Corporate Liability on Corruption Under MACC Act 2009 (Amended 2018) 

 Corporate Liability Provision on Corruption under the MACC Act 2009 
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CORPORATE GOVERNANCE OVERVIEW STATEMENT 
(cont’d)

PRINCIPLE A: BOARD LEADERSHIP AND EFFECTIVENESS (cont’d) 
 
II) Board Composition (cont’d) 
 
Board Training (cont’d) 

 
All Directors have attended the MAP prescribed by Bursa Securities. In addition to that, the Directors are briefed and 
updated at the quarterly meetings by the External Auditors, Internal Auditors and/or the Company Secretary on relevant 
amendments to the Listing Requirements, corporate governance practices and principles, risk management and internal 
control approaches, Malaysian Financial Reporting Standards as well as auditing requirements. The Directors also 
gained insights to the market development through constructive and active deliberations at the Board meetings. 
 
For the new Directors, a familiarisation programme will be conducted for them as well. This includes a presentation of the 
Group’s operations, meetings with Management and site visits in order to facilitate their understanding of the Group’s 
operations and requirements.  
 
The Directors are encouraged to attend relevant seminars and courses to keep themselves abreast on the various issues 
faced in the changing business environment, regulatory and corporate governance developments to enhance their 
professionalism, skill and knowledge to effectively discharging their duties and responsibilities. 
 
The Directors recognise the need to continually develop and refresh their skills and knowledge and to update themselves 
on the developments in the related industry and business landscape.  
 
Relevant guidelines on statutory and regulatory requirements were circulated to the Board from time to time for the Board 
reference. 
 
The Board, will continue to identify and attend appropriate briefings, seminars, conferences and courses to keep abreast 
of relevant changes in legislations and regulations, development in the industry in order to further enhance their skills 
and knowledge. 
 
Directors are mindful that they must continue to enhance their skills and knowledge to maximise their effectiveness 
during their tenure. Throughout their years in office, the Directors are continually updated on the Group’s business and 
the regulatory requirements by the Management and the Company Secretary. 
 
Re-election and Re-appointment of Directors 
 
In accordance with the Company’s Constitution, one-third (1/3) of the Directors are subject to retirement by rotation at 
every AGM and provided always that all Directors shall retire from office at least once in every three years but shall be 
eligible for re-election. Directors who are appointed by the Board are subject to re-election by the shareholders at the 
next AGM held following their appointments. 
 
The Board makes recommendations concerning the re-election, reappointment and the continuation in office of any 
Director for shareholders’ approval at the AGM. 
 
Encik Mohd Rasli bin Muda and Ms. Low Koon Min who retire by rotation pursuant to the Clause 85 of the Company’s 
Constitution, of whom being eligible for re-election have offered themselves for re-election at the forthcoming AGM. 
 
Mr. Chia Weng Lock and Mr. Yap Ee Seong, who were appointed on 30 April 2020 and 3 August 2020 respectively are 
subject to retirement pursuant to Clause 91 of the Company’s Constitution, of whom being eligible for re-election, have 
offered themselves for re-election at the forthcoming AGM. 

Name of Director Training/seminar attended  
 

Yau Ming Teck  Corporate Liability on Corruption Under MACC Act 2009 (Amended 2018) 
 Corporate Liability Provision on Corruption under the MACC Act 2009 

Yap Ee Seong  MAP for Directors of Public Listed Companies 
 MRMA Malaysian REIT’s: Managing the New Normal 
 Budget 2021 Key Highlights & Web Launch of ‘Spotlight on Current Malaysian Tax 

Issues 
 A Legal Analysis of Selected Provisions of The Finance Bill 2020 
 Tax Highlights of Malaysia’s Budget 2021 
 Fraud Risk Management Workshop 
 All About GST: Closure Audits, Refunds and Court Cases 
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PRINCIPLE A: BOARD LEADERSHIP AND EFFECTIVENESS (cont’d)

III. Remuneration

The Company 

Name of Directors
Salaries

RM

Fees

RM

Meeting and Other
Allowance

RM

Total

RM
Non-Executive Directors

(Resigned on 28 November 2019)
Total - 208,000 - 208,000

The Group

Name of Directors
Salaries

RM

Fees

RM

Meeting and Other
Allowance

RM

Total

RM
Non-Executive Directors

(Resigned 
on 28 November 2019)

Total - 208,000            - 208,000

CORPORATE GOVERNANCE OVERVIEW STATEMENT 
(cont’d)
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CORPORATE GOVERNANCE OVERVIEW STATEMENT 
(cont’d)

 
PRINCIPLE A: BOARD LEADERSHIP AND EFFECTIVENESS (cont’d) 
 
III. Remuneration (cont’d) 
 
Remuneration of Senior Management 
 
The remuneration of the Senior Management of the Company FYE 2020 as follows:- 
 

Range of Remuneration No. of Senior Management Officer 

RM50,001 to RM100,000 6 
RM100,001 to RM150,000 1 
RM150,001 to RM200,000 - 

 
Due to confidentiality and sensitivity of the remuneration packages of senior management as well as security concerns, 
the Board opts not to disclose the Senior Management’s remuneration components on named basis. The Board views 
that the disclosure of the remuneration of senior management on named basis would be not in the best interest of the 
Company given the competitive human resources environment that may give rise to recruitment and talent retention 
issues. 
 
Legal and Make-Up of Remuneration 
 
The RC is responsible for evaluation and recommending to the Board the level and make-up of the remuneration of the 
Executive Director(s) ensuring that they commensurate with the scope of responsibilities held in order to attract and 
retain the persons of necessary caliber, experience and quality needed to successfully lead the Company. 
 
The RC is also responsible for reviewing and making recommendations to the Board on the framework and remuneration 
packages of the Non-Executive Directors to ensure that the levels of remuneration are sufficient to attract and retain the 
Directors needed to run the Company successfully. In its review, the RC considers various factors including the Directors’ 
fiduciary duties, time commitments expected of them and the Company’s performance. A remuneration policy was 
established with the objective to guide the Company in attracting, retaining and motivating highly qualified individuals to 
serve on the Board and key senior management as well. 
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PRINCIPLE B: EFFECTIVE AUDIT AND RISK MANAGEMENT

Audit Committee (“AC”)

Audit Committee Members

Financial Reporting

CORPORATE GOVERNANCE OVERVIEW STATEMENT 
(cont’d)
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PRINCIPLE B: EFFECTIVE AUDIT AND RISK MANAGEMENT (cont’d)

Risk Management and Internal Control

CORPORATE GOVERNANCE OVERVIEW STATEMENT 
(cont’d)
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PRINCIPAL C: INTEGRITY IN CORPORATE REPORTING AND MEANINGFUL RELATIONSHIP WITH STAKEHOLDERS

General Meetings

Communication with Stakeholders

CORPORATE GOVERNANCE OVERVIEW STATEMENT 
(cont’d)
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Members Designation

Meetings

Committee Members Attendance

AUDIT COMMITTEE REPORT
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Summary of works for the financial year ended 30 September 2020

Internal Audit (“IA”) Function

AUDIT COMMITTEE REPORT
(cont’d)
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INTRODUCTION 

BOARD’S RESPONSIBILITIES

RISK MANAGEMENT

STATEMENT ON RISK MANAGEMENT
 AND INTERNAL CONTROL
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INTERNAL CONTROL SYSTEM

INTERNAL AUDIT FUNCTION 

STATEMENT ON RISK MANAGEMENT
 AND INTERNAL CONTROL
 (cont’d)
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REVIEW OF THE STATEMENT BY EXTERNAL AUDITORS 

STATEMENT ON RISK MANAGEMENT
 AND INTERNAL CONTROL

(cont’d)
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SUSTAINABILITY STRATEGY

STAKEHOLDERS ENGAGEMENT 

Stakeholders Engagement Approach

SUSTAINABILITY STATEMENT
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THE ENVIRONMENT

Responsible waste management and disposal

THE WORKPLACE

1) Employees’ Welfare and Well-being  

2) Safe, Healthy and Conducive Work Environment  

SUSTAINABILITY STATEMENT
(cont’d)
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THE WORKPLACE (cont’d)

3) Training and development

4) Recreational, Sports and Leisure Activities 

5) Retention, Talent Management and Succession 
Planning  

THE COMMUNITY

THE MARKET PLACE

1) Investors

SUSTAINABILITY STATEMENT
(cont’d)
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THE MARKET PLACE (cont’d)

2) Suppliers

3) Customers

-

-

-

-

COMMITMENT TO ANTI-CORRUPTION

CERTIFICATION 

PERFORMANCE 

CONCLUSION

SUSTAINABILITY STATEMENT
(cont’d)
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Mohd Rasli bin Muda

-

-

-

-

-

Wong Sak Kuan

BOARD OF DIRECTORS’ PROFILE
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Lee Wai Fun

Low Koon Min

BOARD OF DIRECTORS’ PROFILE
(cont’d)
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Yau Ming Teck

Chia Weng Lock

BOARD OF DIRECTORS’ PROFILE
(cont’d)
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Yap Ee Seong

Notes:-

1. None of the Directors have family relationship with any Directors and/or major shareholders of Lotus KFM
Berhad.

2. None of the Directors have any conflict of interests with the Company.

3. None of the Directors have been convicted of any offences in the past five (5) years or been imposed on any 
public sanction or penalty by relevant regulatory bodies during the financial year ended 30 September 2020,
other than for traffic offences.

4. Save as disclosed above, none of the Directors have any other directorship in public companies and listed
issues. 

BOARD OF DIRECTORS’ PROFILE
(cont’d)
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Tan Kok Kiat

Mohd Ruzi Bin Mohd Salleh

Kevin Nathan A/L Arokiaraj

KEY SENIOR MANAGEMENT’S PROFILE
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Wong Yu Perng

Notes:-

1. None of the key senior management personnel have any directorship in public companies and listed issuers.

2. None of the key senior management personnel have any family relationship with any Directors and/or major 
shareholders of LKFM except for the following: -

Mr. Wong Yu Perng is the son of Mr. Wong Sak Kuan, a Director and major shareholder of the Company.

3. None of the key senior management personnel have any conflict of interests with the Company.

4. None of the key senior management personnel have been convicted of any offence in the past five (5) years or 
been imposed on any public sanction or penalty by relevant regulatory bodies during the financial year ended 30 
September 2020, other than traffic offence. 

KEY SENIOR MANAGEMENT’S PROFILE
(cont’d)
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES
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ADDITIONAL COMPLIANCE INFORMATION

1) Audit Fees and Non-Audit Fees  

The amount of audit and non-audit fees paid or payable to firms or corporation affiliated to the External Auditors by 
the Company and the Group for the financial year ended 30 September 2020 (“FYE 2020”) are as follows:- 

 
Details of fee Group 

RM'000 
Company 
RM'000 

Statutory audit fees 62 60 
Non-audit fee 47 47 

 
Note: 
  
The Company engaged the external auditors for the non-audit works for limited review of the interim consolidated 
financial statements, review of statement of risk management and internal control and tests of IT general controls. 

 
 
2) Material contracts  

 
No material contracts (not being contracts entered in the ordinary course of business) have been entered into by the 
Company and/or its subsidiaries which involved Directors’ and/or major shareholders’ interest, either still subsisting 
at the end of the financial year ended 30 September 2020 or, if not then subsisting, entered into since the end of the 
previous financial year. 
 
 

3) Utilisation of Proceeds 
 
At the Extraordinary General Meeting held on 27 May 2019, shareholders of the Company had approved the 
regularisation plan, which include, amongst others, the private placement, debt restructuring and rights issue. Based 
on the issue price of RM0.10 per share, the private placement and rights issue’s exercise, on a collective basis, has 
raise total gross proceeds of RM34.114 million, after netting-off the total subscription moneys payable by the 
placement investor pursuant to the regularisation plan. 
 
As at 30 September 2020, the proceeds arising from the regularisation plan amounting to RM34.114 million and the 
status of the utilisation of the proceeds were as follows:- 
 

 
Purpose 

Proposed 
Utilisation 

Actual 
Utilisation 

 
Balance 

Estimated 
Timeframe 

 RM’000 RM’000 RM’000  

Wheat flour business 21,414 7,133 14,281 24 Months 
Tapioca starch business 10,000 7,000 3,000 24 Months 
Estimated expenses in relation on 
Regularisation Plan 

 
2,700 

 
2,700 

 
- 

 
3 Months 

     
 34,114 16,833 17,281  
 
 

4) Recurrent Related Party Transactions (“RRPTs”) 
 
The details of the Shareholders’ Mandate for the RRPTs are set out in the Circular to Shareholders dated 29 
January 2021 which is available on Bursa Malaysia Securities Berhad’s website and the Company’s website. 
 
Details of transactions with related parties undertaken by the Group during the FYE 2020 are disclosed in Note 27 to 
the audited financial statements for the FYE 2020. 
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PRINCIPAL ACTIVITIES

FINANCIAL RESULTS

Group Company

DIVIDENDS

ISSUE OF SHARES, DEBENTURES AND WARRANTS

DIRECTORS’ REPORT
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RESERVES AND PROVISIONS

DIRECTORS

(Appointed on 30 April 2020)
(Appointed on 3 August 2020)

(Resigned on 28 November 2019)

* Directors of subsidiaries

DIRECTORS’ FEES AND BENEFITS

DIRECTORS’ INTERESTS IN SHARES AND DEBENTURES

Directors of the Company

Number of ordinary shares 
At At

1.10.2019 Bought Sold 30.9.2020
The Company
Direct interest:-

4

Indirect interest:-

By virtue of Chia Weng Lock’s interest in the shares of CWL Ventures Sdn. Bhd., the said company is also deemed interested 
in the shares of the Company to the extent that the said company has an interest under Section 8 of the Companies Act, 2016.

DIRECTORS’ REPORT
(cont’d)
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OTHER STATUTORY INFORMATION

INDEMNITY AND INSURANCE FOR DIRECTORS AND OFFICERS

SIGNIFICANT EVENT DURING THE FINANCIAL YEAR AND SUBSEQUENT TO THE REPORTING PERIOD

DIRECTORS’ REPORT
(cont’d)
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AUDITORS

DIRECTORS’ REPORT
(cont’d)
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STATEMENT BY DIRECTORS

STATUTORY DECLARATION

 
In the opinion of the Directors, the financial statements set out on pages 46 to 104 are properly drawn up in accordance 
with Malaysian Financial Reporting Standards, International Financial Reporting Standards and the requirements of the 
Companies Act, 2016 in Malaysia so as to give a true and fair view of the financial position of the Group and of the Company 
as at 30 September 2020 and of their financial performance and cash flows for the financial year then ended. 
 
Signed on behalf of the Board of Directors in accordance with a resolution of the Board of Directors. 
 

 
 
 

.......................................................      ....................................................... 
 WONG SAK KUAN             LEE WAI FUN   
 
 
Kuala Lumpur 
31 December 2020 
 

 

I, Lee Wai Fun, being the Director primarily responsible for the financial management of Lotus KFM Berhad, do solemnly 
sincerely declare that to the best of my knowledge and belief, the financial statements set out on pages 46 to 104 are 
correct and I make this solemn declaration conscientiously believing the same to be true and by virtue of the Statutory 
Declarations Act, 1960. 
 
 
 
 
Subscribed and solemnly declared by  ) 
the abovenamed at Kuala Lumpur in  ) 
the Federal Territory this day of ) 
31 December 2020            )                                    .................................................................. 
                                                                                                                                       LEE WAI FUN  
 
 
 
Before me: 
 
 
 
 
RAMATHILAGAM A/P T RAMASAMY 
W. 671 
Commissioner of Oaths 
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Report on the Audit of the Financial Statements 

Opinion 
 

Basis for Opinion 

Auditors’ Responsibilities for the 
Audit of the Financial Statements

Independent and Other Ethical Responsibilities 

By-Laws (on Professional Ethics, Conduct 
and Practice)

International Code of Ethics for Professional Accountants (including International Independence Standards)

Key Audit Matters 

Inventories valuation 
 
The risk 
 

 

 
Our response 
 

 
 
 
 
 

INDEPENDENT AUDITORS’ REPORT
TO THE MEMBERS OF LOTUS KFM BERHAD (Incorporated in Malaysia)
Registration No: 198401007083 (119598-P)



     

 
 

LOTUS KFM BERHAD    ANNUAL REPORT 2020 43

Key Audit Matters (cont’d)

Provision for expected credit losses (“ECLs”) for trade receivables

The risk

Our response

Revenue recognition

The risk

Our response

Information other than the Financial Statements and Auditors’ Report Thereon

Report on the Audit of the Financial Statements (cont d)’

INDEPENDENT AUDITORS’ REPORT
TO THE MEMBERS OF LOTUS KFM BERHAD (Incorporated in Malaysia)

Registration No: 198401007083 (119598-P)
(cont’d)
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Responsibilities of the Directors for the Financial Statements

Auditors’ Responsibilities for the Audit of the Financial Statements

Report on the Audit of the Financial Statements (cont d)’

INDEPENDENT AUDITORS’ REPORT
TO THE MEMBERS OF LOTUS KFM BERHAD (Incorporated in Malaysia)
Registration No: 198401007083 (119598-P)
(cont’d)
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Auditors’ Responsibilities for the Audit of the Financial Statements (cont’d)

Other Matters

GRANT THORNTON MALAYSIA PLT OOI POH LIM

Report on the Audit of the Financial Statements (cont d)’

INDEPENDENT AUDITORS’ REPORT
TO THE MEMBERS OF LOTUS KFM BERHAD (Incorporated in Malaysia)

Registration No: 198401007083 (119598-P)
(cont’d)
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STATEMENTS OF FINANCIAL POSITION
AS AT 30 SEPTEMBER 2020
(cont’d)

Restated
Note 2020 2019

ASSETS

RM RM

Non-current assets
 Property, plant and equipment 5 23,446,084         14,519,075         
 Other investments 7 2                         2                         

Total non-current assets 23,446,086         14,519,077         

Current assets
 Inventories 8 8,641,600           9,998,044           
 Trade receivables 9 6,512,319           6,316,703           
 Other receivables 10 5,279,617           2,035,832           
 Cash and cash equivalents 12 36,276,361         3,468,627           

Total current assets 56,709,897         21,819,206         

TOTAL ASSETS 80,155,983         36,338,283         

EQUITY AND LIABILITIES
EQUITY
Equity attributable to owners of 
the Company:-

 Share capital 13 59,064,731         3,442,279           
 Redeemable convertible preference shares 14 15,000,000         -
 Warrant reserves 15 8,719,341           -
 Accumulated losses (27,018,927)        (33,373,007)        

Total equity 55,765,145         (29,930,728)        

LIABILITIES
Non-current liability
 Lease liabilities 16 8,736,400           -

Total non-current liability 8,736,400           -

Current liabilities
 Trade payables 17 7,148,480           48,539,319         
 Other payables 18 4,720,062           16,278,206         
 Contract liabilities 19 2,894,359           1,437,277           
 Lease liabilities 16 660,082              -
 Borrowings 20 83,780                -
 Tax payable 147,675              14,209                

Total current liabilities 15,654,438         66,269,011         

TOTAL LIABILITIES 24,390,838         66,269,011         

TOTAL EQUITY AND LIABILITIES 80,155,983         36,338,283         

Group
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STATEMENTS OF FINANCIAL POSITION
AS AT 30 SEPTEMBER 2020

(cont’d)
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Restated Restated
Note 2020 2019 2020 2019

RM RM RM RM

Revenue 21 55,097,542 57,892,608 55,097,542 57,892,608

Cost of sales (49,618,520) (56,788,680) (49,618,520) (56,788,680)

Gross profit 5,479,022 1,103,928 5,479,022 1,103,928

Other income 8,861,714 269,865 8,861,714 219,870

Administrative expenses (2,933,658) (2,653,776) (2,923,820) (2,650,382)

Selling and distribution expenses (1,296,666) (1,731,569) (1,296,666) (1,731,569)

Other expenses (369,631) (951,091) (369,631) (956,197)

Operating profit/(loss) 9,740,781 (3,962,643) 9,750,619 (4,014,350)

Finance income 619,756 - 619,756 -

Finance costs (300,185) - (300,185) -

Profit/(Loss) before tax 22 10,060,352 (3,962,643) 10,070,190 (4,014,350)

Tax expense 23 (133,516) - (133,516) -

Profit/(Loss) for the financial year 9,926,836 (3,962,643) 9,936,674 (4,014,350)

Other comprehensive income for the financial year, net of tax - - - -

Total comprehensive income/(loss)
 for the financial year 9,926,836 (3,962,643) 9,936,674 (4,014,350)

Attributable to:-
 Owners of the Company 9,926,836 (3,962,385)
 Non-controlling interest (“NCI”) - (258)

9,926,836 (3,962,643)

Earnings per share attributable to owners of 
 the Company
-Basic (sen) 24 1.64 (5.81)

-Diluted (sen) 24 1.03 (5.81)

Group Company

STATEMENTS OF PROFIT OR LOSS
AND OTHER COMPREHENSIVE INCOME
FOR THE FINANCIAL YEAR ENDED 30 SEPTEMBER 2020
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Note 2020 2019 2020 2019
RM RM RM RM

OPERATING ACTIVITIES
 Profit/(Loss) before tax 10,060,352 (3,962,643)   10,070,190  (4,014,350)   

Adjustments for:-
 Allowance for expected credit losses on trade receivables
  (individual) 20,835 54,583         20,835         54,583         
 Allowance for expected credit losses on trade receivables
  (collective) 27,434 - 27,434         -
 Amount due from subsidiaries written off - - - 40,395         
 Bad debt written off 2 - - -
 Depreciation of property, plant and equipment 1,578,341 596,471       1,578,341    596,471       
 Dividend income (3,540,000)   - (3,540,000)   -
 Gain on disposal of property, plant and equipment - (698)             - (698)             
 Impairment loss on investment in subsidiaries - - - 5,106           
 Impairment loss on other investments - 249,137       - 249,137       
 Impairment loss on property, plant and equipment 56,872         590,981       56,872         590,981       
 Interest expenses 300,185       - 300,185       -
 Interest income (619,756)      - (619,756)      -
 Inventories written down 264,490       15,995         264,490       15,995         
 Property, plant and equipment written off - 1                  - 1                  
 Reversal of inventories written down (24,137)        - (24,137)        -
 Waiver of debts (4,996,313)   - (4,996,313)   -

Operating profit/(loss) before working capital changes 3,128,305    (2,456,173)   3,138,141    (2,462,379)   

Changes in working capital:-

 Contract liabilities 1,457,082    (360,532)      1,457,082    (360,532)      
 Inventories 1,116,091    (5,938,435)   1,116,091    (5,938,435)   
 Receivables (3,487,672)   (3,104,997)   (3,487,251)   (3,107,992)   
 Payables (21,294,600) 25,048,892  (21,296,537) 25,065,996  

Cash (used in)/generated from operations (19,080,794) 13,188,755  (19,072,474) 13,196,658  

 Tax paid (650)             (600)             (650)             (600)             
 Tax refund 600              600              600              600              

Net cash (used in)/from operating activities (19,080,844) 13,188,755  (19,072,524) 13,196,658  

Group Company

STATEMENTS OF CASH FLOWS
FOR THE FINANCIAL YEAR ENDED 30 SEPTEMBER 2020
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STATEMENTS OF CASH FLOWS
FOR THE FINANCIAL YEAR ENDED 30 SEPTEMBER 2020
(cont’d)

Note 2020 2019 2020 2019
RM RM RM RM

INVESTING ACTIVITIES
 Dividend received 3,540,000     - 3,540,000     -
 Interest received 619,756        - 619,756        -
 Investment in subsidiaries - - (4)                 -
 Purchase of property, plant and equipment A (679,776)      (11,096,485) (679,776)      (11,096,485) 
 Proceeds from disposal of property, plant and equipment - 700               - 700               

Net cash from/(used in) investing activities 3,479,980     (11,095,785) 3,479,976     (11,095,785) 

FINANCING ACTIVITIES
 Advances to subsidiaries - - (8,296)          (5,886)          
 Dividend paid (3,572,756)   - (3,572,756)   -
 Drawdown of bankers’ acceptance 83,780          - 83,780          -
 Interest paid (300,185)      - (300,185)      -
 Placement of fixed deposit pledged to a licensed bank B (9,692,914)   - (9,692,914)   -
 Proceeds from issuance of shares, net of share issuance 
  expenses 49,755,753   - 49,755,753   -
 Proceeds from issuance of shares upon exercise of 
  warrants 2,927,970     - 2,927,970     -
 Repayment of lease liabilities (485,964)      - (485,964)      -

Net cash from/(used in) financing activities 38,715,684   -                   38,707,388   (5,886)          

CASH AND CASH EQUIVALENTS
 Net changes 23,114,820   2,092,970     23,114,840   2,094,987     
 Brought forward 3,334,532     1,241,562     3,334,503     1,239,516     
 
 Carried forward B 26,449,352   3,334,532     26,449,343   3,334,503     

NOTES TO THE STATEMENTS OF CASH FLOWS

A.  PURCHASE OF PROPERTY, PLANT AND EQUIPMENT

2020 2019
RM RM

      Total purchase of property, plant and equipment 4,582,502     11,096,485   
      Less: Acquisition by means of lease liabilities (3,902,726)   -                   

      Total cash used in purchase of property, plant
        and equipment 679,776        11,096,485   

Group and Company

Group Company
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NOTES TO STATEMENT OF CASH FLOWS (CONT’D)

B.  CASH AND CASH EQUIVALENTS

2020 2019 2020 2019
RM RM RM RM

      Fixed deposits with a licensed bank 9,827,009    134,095       9,827,009    134,095       
      Cash in hand 13,100         14,491         13,100         14,491         
      Cash at bank 26,436,252  3,320,041    26,436,243  3,320,012    

36,276,361  3,468,627    36,276,352  3,468,598    
      Less: Fixed deposits pledged with a licensed bank (9,827,009)   (134,095)      (9,827,009)   (134,095)      

26,449,352  3,334,532    26,449,343  3,334,503    

RECONCILIATION OF LIABILITIES ARISING FROM FINANCING ACTIVITIES

Effect on
At adoption of Additions/ At

1.10.2019 MFRS 16 Drawdown Repayments 30.9.2020
RM RM RM RM RM

Group and Company

Bankers' acceptance -                   -                   83,780         -                   83,780         
Lease liabilities -                   5,979,720    3,902,726    (485,964)      9,396,482    

-                   5,979,720    3,986,506    (485,964)      9,480,262    

CompanyGroup

STATEMENTS OF CASH FLOWS
FOR THE FINANCIAL YEAR ENDED 30 SEPTEMBER 2020

(cont’d)
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GENERAL INFORMATION

BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS

Statement of compliance

Basis of measurement

Functional and presentation currency

MFRSs

Adoption of new standards/amendments/improvements to MFRSs

NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020

(cont’d)

 
2. BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS (CONT’D)  
 

2.4 MFRSs (cont’d) 
 
2.4.2 Standards issued but not yet effective 
 
 At the date of authorisation of these financial statements, certain new standards, amendments and 

interpretations to existing standards have been published by MASB but are not yet effective and have 
not been early adopted by the Group and the Company. 

 
 Management anticipates that all relevant pronouncements will be adopted in the Group’s and the 

Company’s accounting policies for the first period beginning after the effective date of the 
pronouncement.  

 
 The initial application of the new standards, amendments and interpretations are not expected to have 

any material impacts to the financial statements of the Group and of the Company. 
 

2.5 Significant accounting estimates and judgements  
 
  Estimates, assumptions concerning the future and judgements are made in the preparation of the financial 

statements. They affect the application of the Group’s and of the Company’s accounting policies and reported 
amounts of assets, liabilities, income and expenses, and disclosures made. Estimates and underlying 
assumptions are assessed on an on-going basis and are based on experience and relevant factors, including 
expectations of future events that are believed to be reasonable under the circumstances. The actual results 
may differ from the judgements, estimates and assumptions made by management, and will seldom equal 
the estimated results. 

   
2.5.1 Estimation uncertainty  
 
 Information about significant estimates and assumptions that have the most significant effect on 

recognition and measurement of assets, liabilities, income and expenses are discussed below. 
 

Useful lives of depreciable assets  
 
 The management estimates the useful lives of the property, plant and equipment to be within 1.42 to 

50 years and reviews the useful lives of depreciable assets at each reporting period. The management 
assesses that the useful lives represent the expected utility of the assets to the Group and the 
Company. Actual results, however, may vary due to change in the expected level of usage and 
developments, which may result in an adjustment to the Group’s and the Company’s assets. 

 
 The management expects that the expected useful lives of the property, plant and equipment would 

not have material difference from the management’s estimation hence it would not result in Group’s 
and the Company’s profit for the financial year. 

 
 The carrying amount of the Group’s and of the Company’s property, plant and equipment at the 

reporting date is disclosed in Note 5 to the Financial Statements. 
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020
(cont’d)

BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS (CONT’D)

Significant accounting estimates and judgements (cont’d)

Estimation uncertainty (cont’d)
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020

(cont’d)

BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS (CONT’D)

Significant accounting estimates and judgements (cont’d)

Estimation uncertainty (cont’d)

Significant management judgement
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020
(cont’d)

SIGNIFICANT ACCOUNTING POLICIES 

Consolidation

Subsidiaries

Basis of consolidation

6
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020

(cont’d)

SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

Consolidation (cont’d)

Business combination

Loss of control
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020
(cont’d)

SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

Consolidation (cont’d)

Loss of control (cont’d)

Non-controlling interests

Property, plant and equipment 
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020

(cont’d)

SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

Property, plant and equipment (cont’d)

Leases

Leases classified under MFRS 16

Group and Company as a lessee

Right-of-use assets
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020
(cont’d)

SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

Leases (cont’d)

Leases classified under MFRS 16 (cont’d)

Lease liabilities

Short-term leases and leases of low-value assets

Group and Company as a lessor

Leases classified under MFRS 117
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020

(cont’d)

SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

Leases (cont’d)

Leases classified under MFRS 117 (cont’d)

Finance leases

Operating leases

Inventories

Impairment of non-financial assets
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020
(cont’d)

SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

Impairment of non-financial assets (cont’d)

Financial instruments 

Financial assets 

Initial recognition and categorisation
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020

(cont’d)

SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

Financial instruments (cont’d)

Financial assets (cont’d)

Subsequent measurement

Impairment of financial assets 
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020
(cont’d)

3. SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

3.6 Financial instruments (cont’d)

3.6.2 Impairment of financial assets (cont’d)

The gross carrying amount of a financial asset is written off (either partially or in 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 any assets or sources of income that could generate 
sufficient cash flows to repay the amount subject to the write-off.

3.6.3 Financial liabilities 

Financial liabilities are initially measured at fair value, and, where applicable, adjusted for transaction 
costs unless the Group and the Company designated a financial liability at FVTPL.

At the reporting date, the Group and the Company have not designated any financial liabilities at 
FVTPL. The Group and the Company carry only other financial liabilities measured at amortised cost 
on their statements of financial position.

Other financial liabilities measured at amortised cost

The Group’s and the Company’s other financial liabilities include trade and most of the other payables
and borrowings.

Other financial liabilities are subsequently measured at amortised cost using the effective interest 
method. 

3.6.4 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 has expired or control of the asset is not retained or substantially all of 
the risk and rewards of ownership of the financial asset are transferred to another party. If the Group 
and the Company neither transfer nor retain substantially all the risks and rewards of ownership and 
continues to control the transferred asset, the Group and the Company recognise their retained 
interest in the asset and associated liability for amounts it may have to pay. If the Group and the 
Company retain substantially all the risks and rewards of ownership of transferred assets, the Group 
and the Company continue to recognise the financial asset and also recognises a collateralised 
borrowing for the proceeds received.

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. 

The Group and the Company derecognise a financial liability when their contractual obligations are 
discharged, cancelled or expired. The difference between the carrying amount of the financial liability 
derecognised and the consideration paid and payable, including any non-cash assets transferred or 
liabilities assumed, is recognised in profit or loss.

3.6.5 Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount reported in the statements of 
financial position, if and only if, there is a currently enforceable legal right to offset the recognised 
amounts and there is an intention to settle on a net basis, or to realise the assets and settle the 
liabilities simultaneously.
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020

(cont’d)

SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

Cash and cash equivalents

Equity, reserves and distribution to owners

Warrants

Provisions 
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020
(cont’d)

SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

Provisions (cont’d)

Revenue recognition 

Revenue from contracts with customers
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020

(cont’d)

SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

Revenue recognition (cont’d)

Revenue from contracts with customers (cont’d)

Sales of goods

Revenue from other sources

Rental income

Interest income

Dividend income

Government grants
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020
(cont’d)

SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

Contract balances

Contract liabilities

Employee benefits

Short-term employee benefits

Defined contribution plans

Borrowing costs

Tax expense

Current tax
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020

(cont’d)

 
3. SIGNIFICANT ACCOUNTING POLICIES (CONT’D) 

 
3.16 Tax expense (cont’d) 

 
3.16.2 Deferred tax 
 

Deferred tax is recognised using the liability method, providing for temporary differences between the 
carrying amounts of assets and liabilities in the statements of financial position and their tax bases. 
Deferred tax is not recognised for the temporary differences arising from the initial recognition of 
goodwill, the initial recognition of assets and liabilities in a transaction that is not a business 
combination and that affects neither accounting nor taxable profit or loss. Deferred tax is measured 
at the tax rates that are expected to be applied to the temporary differences when they reverse, based 
on the laws that have been enacted or substantively enacted by the end of the reporting period. 

 
Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax 
liabilities and assets, and they relate to income taxes levied by the same tax authority on the same 
taxable entity, or on different tax entities, but they intend to settle current tax liabilities and assets on 
a net basis or their tax assets and liabilities will be realised simultaneously. 

 
A deferred tax asset is recognised to the extent that it is probable that future taxable profits will be 
available against which the temporary difference can be utilised. Deferred tax assets are reviewed at 
the end of each reporting year and are reduced to the extent that it is no longer probable that the 
related tax benefit will be realised. 

 
3.16.3 Sales tax 
 

Expenses and assets are recognised net of the amount of sales tax, except:- 
 

- When the sales tax incurred on a purchase of assets or services is not recoverable from the 
taxation authority, in which case, the sales tax is recognised as part of the cost of acquisition 
of the asset or as part of the expense item, as applicable. 

 
- When receivables and payables are stated with the amount of sales tax included. 
 
The net amount of sales tax recoverable from, or payable to, the taxation authority is included as part 
of receivables or payables in the statements of financial position. 

 
3.17 Contingencies 
 

Where it is not probable that an inflow or an outflow of economic benefits will be required, or the amount 
cannot be estimated reliably, the asset or the obligation is not recognised in the statements of financial 
position and is disclosed as a contingent asset or contingent liability, unless the probability of inflow or outflow 
of economic benefits is remote. Possible obligations, whose existence will only be confirmed by the 
occurrence or non-occurrence of one or more future events, are also disclosed as contingent assets or 
contingent liabilities unless the probability of inflow or outflow of economic benefits is remote. 

 
3.18 Foreign currency transactions and balances 
   

Transactions in foreign currencies are initially recorded at the functional currency rates prevailing at the date 
of the transaction. 

  
Monetary assets and liabilities denominated in foreign currencies are retranslated at the functional currency 
spot rate of exchange ruling at the reporting date. 

 



LOTUS KFM BERHAD    ANNUAL REPORT 2020 

 

72

NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020
(cont’d)

SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

Earnings per ordinary share

Segment reporting

Related parties
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020

(cont’d)

CHANGES IN ACCOUNTING POLICIES

MFRS 16 Leases

Impact on lessee accounting
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020
(cont’d)

CHANGES IN ACCOUNTING POLICIES (CONT’D)

MFRS 16 Leases (cont’d)

Impact on lessee accounting (cont’d)

RM

Reconciliation of Statements of Financial Position

As previously 
reported

MFRS 16
adjustments As restated

RM RM RM

Group and Company

1.10.2019
Non-current asset

Non-current liability

Current liability
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020

(cont’d)

PROPERTY, PLANT AND EQUIPMENT (CONT’D)

Group and Company
2020 2019

RM RM

Group and Company
2020 2019

RM RM

Group and Company as a lessor

2020 2019
RM RM
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020
(cont’d)

SUBSIDIARIES

Investment in subsidiaries

Company
2020 2019

RM RM

Company
2020 2019

RM RM

Name of subsidiaries Effective interest
Principal 
activities

Principal place of 
business/ 

Country of 
incorporation
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020

(cont’d)

 
6. SUBSIDIARIES (CONT’D) 
 

(b) Incorporation of subsidiaries 
 

On 12 August 2020, the Company incorporated a wholly-owned subsidiary, Lotus Plantation Sdn. Bhd., with 
cash subscription of RM2. 

 
On 1 September 2020, the Company incorporated a wholly-owned subsidiary, LKB Plantation Sdn. Bhd., 
with cash subscription of RM2. 

 
(c) Strike-off of subsidiaries 
 

No gain or loss arose from the strike-off of subsidiaries as the net assets of the subsidiaries were zeroised 
on the date the strike-off took place. 

 
 

7. OTHER INVESTMENTS 
 

The other investments represent the following:-  
 
 Group and Company 
 2020  2019 

RM  RM
    

Unquoted shares, at cost 1,735,501  1,735,501 
Less: Accumulated impairment losses (1,735,499)  (1,735,499) 

    
 2  2 
 

The movement of impairment losses of other investments during the financial year is as follows:- 
 

Group and Company 
2020  2019 

RM  RM 
   

Brought forward 1,735,499  1,486,362 
Impairment loss during the financial year -  249,137 
    
Carried forward 1,735,499  1,735,499 

 
 

8. INVENTORIES 
Group and Company 

 2020  2019 
RM  RM 
   

Raw materials 7,967,052  8,997,329 
Finished goods 417,140  354,291 
Consumables 257,408  646,424 
    
 8,641,600  9,998,044 
    
Recognised in profit or loss:-    
Inventories recognised in cost of sales 43,937,506  51,662,959 
Inventories written down 264,490  15,995 
Reversal of inventories written down (24,137)  - 
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020
(cont’d)

INVENTORIES (CONT’D)

TRADE RECEIVABLES

Group
2020 2019

RM RM

Company
2020 2019

RM RM

2020 2019
RM RM

Group

Company
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020

(cont’d)

OTHER RECEIVABLES

Group
Restated

2020 2019
RM RM

Company
Restated

2020 2019
RM RM

Group and Company
2020 2019

RM RM
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020
(cont’d)

OTHER RECEIVABLES (CONT’D)

Group and Company
2020 2019

RM RM

AMOUNT DUE FROM SUBSIDIARIES

CASH AND CASH EQUIVALENTS

Group
2020 2019

RM RM

Company
2020 2019

RM RM
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020

(cont’d)

 13. SHARE CAPITAL

Group and Company
Number of ordinary shares Amount

2020 2019 2020 2019
RM RM

Issued and fully paid with no par value:-

Brought forward 68,229,084 68,229,084 3,442,279 3,442,279
Issuance of placement shares 27,290,000 - 2,729,000 -
Issuance of settlement shares 116,580,700 - 9,760,245 -
Issuance of rights shares 477,595,420 - 39,984,733 -
Issuance pursuant to exercise of 

warrants 29,279,700 - 3,881,263 -
Share issuance expenses - - (732,789) -

Carried forward 718,974,904 68,229,084 59,064,731 3,442,279

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 and rank equally with regards to the Company’s residual assets.

During the financial year, the issued and paid-up ordinary share capital was increased from RM3,442,279 to 
RM59,064,731 by issuance of 621,466,120 new ordinary shares and issuance via exercise of warrants of
29,279,700 new ordinary shares pursuant to the following:-

(i) 27,290,000 new ordinary shares arising from the private placement at RM0.10 per share amounted to
RM2,729,000.

(ii) 116,580,700 settlement shares at RM0.0837 per share amounted to RM9,760,245.

(iii) 477,595,420 rights shares at RM0.0837 per share amounted to RM39,984,733.

(iv) 29,279,700 new ordinary shares arising from the exercise of warrants as follows:-

Exercise price
Number of 

shares issued
RM

Warrant B 2019/2024 0.10 29,279,700

14. REDEEMABLE CONVERTIBLE PREFERENCE SHARES (“RCPS”)

Group and Company
Number of 

shares
Amount

RM

2020
Equity component recognised under equity:-
Brought forward - -
Issuance of shares 300,000,000 15,000,000

Carried forward 300,000,000 15,000,000
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020
(cont’d)

 
REDEEMABLE CONVERTIBLE PREFERENCE SHARES (“RCPS”) (CONT’D)

WARRANT RESERVES

Group and Company
2020 2019

RM RM

Tenure 
(years)

Issue
date

Expiry 
date

Exercise 
price
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020

(cont’d)

WARRANT RESERVES (CONT’D) 

 Number of units 
 At  

1.10.2019 
  

Issued 
  

Exercised 
 At  

30.9.2020 

LEASE LIABILITIES  

Group and Company 
 

  Within 1 
year 

 Between 2 
to 5 years 

 More than 5 
years 

  
Total 

  RM  RM  RM  RM 
   

2020   

 

   2020 
   RM 

TRADE PAYABLES 
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020
(cont’d)

OTHER PAYABLES

Group
Restated

2020 2019
RM RM

Company
Restated

2020 2019
RM RM

CONTRACT LIABILITIES

Group and Company
Restated

2020 2019
RM RM

2020 2019
RM RM
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020

(cont’d)

BORROWINGS

Group and Company
2020 2019

RM RM

REVENUE

Group and Company
2020 2019

RM RM

Timing of revenue recognition

Geographical market

PROFIT/(LOSS) BEFORE TAX

Group Company
2020 2019 2020 2019

RM RM RM RM
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020
(cont’d)

PROFIT/(LOSS) BEFORE TAX (CONT’D)

Group Company
2020 2019 2020 2019

RM RM RM RM

TAX EXPENSE

Group Company
2020 2019 2020 2019

RM RM RM RM



     

 
 

LOTUS KFM BERHAD    ANNUAL REPORT 2020 89

NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020

(cont’d)

TAX EXPENSE (CONT’D)

Group Company
2020 2019 2020 2019

RM RM RM RM

Unrecognised deferred tax assets

Group and Company
2020 2019

RM RM
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020
(cont’d)

 
24. EARNINGS PER SHARE  
 
 Group 

 
Basic earnings per ordinary share 
 
The calculation of basic earnings per share is based on the profit/(loss) attributable to ordinary equity holders of the 
Company and a weighted average number of ordinary shares issued as follows:- 

 
 Group 
 2020  2019 

   
Profit/(Loss) for the financial year attributable to ordinary equity 

holders of the Company (RM) 
 

9,926,836 
 

(3,962,385) 
   
Weighted average number of ordinary shares at 30 September 605,153,583 68,229,084 
   
Basic earnings per share (sen) 1.64 (5.81) 
 
Diluted earnings per ordinary share 
 
The calculation of diluted earnings per share is based on the profit/(loss) attributable to ordinary equity holders of 
the Company and a weighted average number of ordinary shares issued have been adjusted for the dilutive effects 
of all potential ordinary shares as follows:- 

 
 Group 
 2020  2019 

   
Profit/(Loss) for the financial year attributable to ordinary equity 

holders of the Company (RM) 
 

9,926,836 
  

(3,962,385) 
    
Weighted average number of ordinary shares at 30 September 968,459,118  68,229,084 
    
Diluted earnings per share (sen) 1.03  (5.81) 

 
 
25. DIVIDEND  

 
During the financial year, the following dividend has been paid by the Company to the owners of the Company:- 

 
   2020 
   RM 

    
In respect of financial year ended 30 September 2020:-    
Single tier interim dividend of 0.5 sen per ordinary share declared on 10 June 2020 

and paid on 5 August 2020 
   

3,572,756 
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020

(cont’d)

 
26. EMPLOYEE BENEFIT EXPENSES 
 

  Group and Company 
    Restated 

   2020  2019 
   RM  RM 

     
Salaries, wages and other emoluments   3,971,334  3,585,614 
Social security contributions   58,024  58,044 
Defined contribution plan   433,078  404,784 

     
  4,462,436  4,048,442 

 
Included in the employee benefit expenses is the Directors’ remuneration as follows:- 

 
   Group and Company 

   2020  2019 
   RM  RM 

     
Salaries and other emoluments   350,000  - 
Fees   208,000  87,000 
Defined contribution plans   42,000  - 
Social security contributions   1,154  - 
      
   601,154  87,000 

 
 
27. RELATED PARTY DISCLOSURES 
 

(a) Related party transactions 
 

Group and Company 
 2020  2019 
 RM  RM 

   
Purchase from companies in which a Director has interest 43,226,123  - 

   
Purchase of property, plant and equipment from a company 

in which a Director has interest 
 

66,310 
  

- 
    

Rental charged from a company in which a Director has 
interest 

 
60,000 

  
- 

    
Rental charged to a company in which a Director has 

interest 
 

183,000 
  

- 
 

(b) The outstanding balances arising from related party transactions as at the reporting date are disclosed in 
Notes 10, 11, 17 and 18 to the Financial Statements. 

 
(c) Key management personnel are defined as those persons having authority and responsibility for planning, 

directing and controlling the activities of the Group, either directly or indirectly, and entity that provides key 
management personnel services to the Group. 

 
  The Group and the Company have no other members of key management personnel other than the Board 

of Directors. Remuneration of key management personnel is disclosed as Directors’ remuneration in Note 
26 to the Financial Statements. 
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020
(cont’d)

COMMITMENTS

Operating lease commitments

Group and Company
2020 2019

RM RM

Capital commitments

Group and Company
2020 2019

RM RM
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020

(cont’d)

NOTES TO THE FINANCIAL STATEMENTS (cont’d)  
- 30 SEPTEMBER 2020 
 
29. FINANCIAL INSTRUMENTS 
 

The table below provides an analysis of financial instruments categorised as follows:- 
 

(a) Financial assets measured at amortised cost (“FA”);  
(b) Other financial liabilities measured at amortised cost (“OFL”). 

 
 Carrying amount 

 
FA 

 
OFL 

 RM RM RM 
    
2020    
Group    
Financial assets    
Trade receivables 6,512,319 6,512,319 - 
Other receivables 846,084 846,084 - 
Cash and cash equivalents  36,276,361 36,276,361 - 
    

43,634,764 43,634,764 - 
    
Financial liabilities    
Trade payables 7,148,480 - 7,148,480 
Other payables 4,720,062 - 4,720,062 
Borrowings 83,780 - 83,780 

   
11,952,322 - 11,952,322 

    
Company    
Financial assets    
Trade receivables 6,512,319 6,512,319 - 
Other receivables 846,084 846,084 - 
Amount due from subsidiaries 11,472 11,472 - 
Cash and cash equivalents 36,276,352 36,276,352 - 

    
 43,646,227 43,646,227 - 
    

Financial liabilities    
Trade payables 7,148,480 - 7,148,480 
Other payables 4,716,625 - 4,716,625 
Borrowings 83,780 - 83,780 

    
 11,948,885 - 11,948,885 
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020
(cont’d)

FINANCIAL INSTRUMENTS (CONT’D)

Carrying amount FA OFL
RM RM RM

2019
Group

Company
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020

(cont’d)

FINANCIAL INSTRUMENTS (CONT’D)

Financial risk management objectives and policies

Financial risk

Credit risk

Receivables
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020
(cont’d)

FINANCIAL INSTRUMENTS (CONT’D)

Financial risk management objectives and policies (cont’d)

Financial risk (cont’d)

Credit risk (cont’d)

Receivables (cont’d)

Current
1 to 30 

days
31 to 60 

days
61 to 90 

days
More than 

90 days Total
RM RM RM RM RM RM

Group

2020

2019
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020

(cont’d)

 

 
29. FINANCIAL INSTRUMENTS (CONT’D) 
 

Financial risk management objectives and policies (cont’d) 
 
Financial risk (cont’d) 
 
The main areas of financial risks faced by the Group and the Company and the policy of the major areas of treasury 

- 
 

(a)       Credit risk (cont’d) 
 

The areas where the Group and the Company are exposed to credit risks are as follow - 
 
Receivables (cont’d) 
 

- 
 

 Trade receivables  
  Days past due  
  

Current 
1 to 30 

days 
31 to 60 

days 
61 to 90 

days 
More than 

90 days 
 

Total 
 RM RM RM RM RM RM 

Company       
       

2020       
ECL rate  0.37%  0.48%  0.70%  0.91%  2.00%   
Gross carrying amount 5,214,047 1,075,148 96,880 70,696 154,442 6,611,213 
ECL (individual) (i) - - - - (71,460) (71,460) 
ECL (collective) (19,292) (5,161) (678) (643) (1,660) (27,434) 
Net carrying amount 5,194,755 1,069,987 96,202 70,053 81,322 6,512,319 
       
2019       
ECL rate  0.00%  0.00%  0.00%  0.00%  0.00%   
Gross carrying amount 4,923,256 1,057,931 325,139 11,660 243,492 6,561,478 
ECL (individual) (i) - - - (1,285) (243,492) (244,777) 
ECL (collective) - - - - - - 
Net carrying amount 4,923,256 1,057,931 325,139 10,375 - 6,316,701 

 
(i) Trade receivables that are individually determined to be credit impaired at the reporting date relate to 

receivables that are not traceable and have defaulted on payments. These receivables are not 
secured by any collateral or credit enhancements. 

 
In respect of trade receivables, the Group and the Company are exposed to significant credit risk exposure 
to a group of counterparties having similar characteristics of which for 21% (2019: 28

ere due from 2 (2019: 2) major customers. 
 

In respect of other receivables, the Group and the Company are not exposed to any significant credit risk 
exposure to any single counterparty or any group of counterparties having similar characteristics.  
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020
(cont’d)

FINANCIAL INSTRUMENTS (CONT’D)

Financial risk management objectives and policies (cont’d)

Financial risk (cont’d)

Credit risk (cont’d)

Intercompany balances

Cash and cash equivalents 

Liquidity risk
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020

(cont’d)

 
29. FINANCIAL INSTRUMENTS (CONT’D) 

 
Financial risk management objectives and policies (cont’d) 
 
Financial risk (cont’d) 
 
The main areas of financial risks faced by the Group and the Company and the policy of the major areas of treasury 
activity are set out as follows (cont’d):- 
 
(b)       Liquidity risk (cont’d) 

 
The summary of the maturity profile based on contractual undiscounted repayment obligations is as follows:- 

 
    

 

  Maturity   
 Carrying 

amount 
 Contractual 

cash 
flows 

 Within
1 year 

 Between 
2 to 5 
years 

More than  
5 years 

 RM  RM RM  RM RM 
Group       
       
2020       
Financial liabilities      
Borrowings 83,780 83,780  83,780  - - 
Lease liabilities 9,396,482 12,024,736  1,010,824  3,915,069 7,098,843 
Trade payables 7,148,480 7,148,480  7,148,480  - - 
Other payables 4,720,062 4,720,062  4,720,062  - - 
        
Total undiscounted 

financial liabilities 21,348,804
 

23,977,058 
  

12,963,146 
  

3,915,069 
 

7,098,843 
        
2019        
Financial liabilities       
Trade payables 48,539,319 48,539,319  48,539,319  - - 
Other payables 16,278,206 16,278,206  16,278,206  - - 
        
Total undiscounted 

financial liabilities 64,817,525
 

64,817,525 
  

64,817,525 
  

- 
 

- 
        
Company        
        
2020        
Financial liabilities       
Borrowings 83,780 83,780  83,780  - - 
Lease liabilities 9,396,482 12,024,736  1,010,824  3,915,069 7,098,843 
Trade payables 7,148,480 7,148,480  7,148,480  - - 
Other payables 4,716,625 4,716,625 4,716,625  - - 
 
Total undiscounted 

financial liabilities 21,345,367  23,973,621 12,959,709 

 
 

3,915,069 
 

7,098,843 
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020
(cont’d)

 
29. FINANCIAL INSTRUMENTS (CONT’D) 

 
Financial risk management objectives and policies (cont’d) 
 
Financial risk (cont’d) 
 
The main areas of financial risks faced by the Group and the Company and the policy of the major areas of treasury 
activity are set out as follows (cont’d):- 
 
(b)       Liquidity risk (cont’d) 

 
The summary of the maturity profile based on contractual undiscounted repayment obligations is as follows 
(cont’d):- 

 
       Maturity   
 Carrying 

amount 
 Contractual 

cash 
flows 

 Within 
1 year 

 Between 
2 to 5 
years 

 More than 
5 years 

 RM  RM  RM  RM  RM 
          

Company (cont’d)          
         

2019          
Financial liabilities          
Trade payables 48,539,319  48,539,319  48,539,319  -  - 
Other payables 16,276,706  16,276,706  16,276,706  -  - 

Total undiscounted 
financial liabilities

 
 

64,816,025 

  
 

64,816,025 

  
 

64,816,025 

  
 

- 

  
 

- 
 

(c) Foreign currency risk 
 
Foreign currency risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. 
 
The Group and the Company are exposed to foreign currency risk on investments that are denominated in 
currencies other than the functional currency of the Group and of the Company. The currencies giving rise 
to this risk are primarily Swiss Franc (“CHF”), Singapore Dollar (“SGD”) and United States Dollar (“USD”). 
 
The Group’s and the Company’s exposure to foreign currency risk, based on carrying amounts as at the end 
of the reporting period was:- 

 
 2020 

Denominated in 
 CHF  SGD  USD 
 RM  RM  RM 
      

Other receivables 823  -  1,466,700 
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020

(cont’d)

 
29. FINANCIAL INSTRUMENTS (CONT’D) 

 
Financial risk management objectives and policies (cont’d) 
 
Financial risk (cont’d) 
 
The main areas of financial risks faced by the Group and the Company and the policy of the major areas of treasury 
activity are set out as follows (cont’d):- 

 
(c) Foreign currency risk (cont’d) 

 
The Group’s and the Company’s exposure to foreign currency risk, based on carrying amounts as at the end 
of the reporting period was (cont’d):- 

 
 2019 

Denominated in 
 CHF SGD  USD 
 RM RM  RM 
     

Other receivables 12,224 3,829  - 
 

The following table demonstrates the sensitivity of the Group’s and of the Company’s profit/(loss) for the 
financial year to a reasonably possible change in the CHF, SGD and USD exchange rates against the 
functional currency of the Group and of the Company, with all other variables held constant. 

 
 Profit/(Loss) for the financial year 
 2020  2019 
 RM  RM 
    

CHF/RM:-    
Strengthened 1% (2019: 1%) 8  122 
Weakened 1% (2019: 1%) (8)  (122) 

   
SGD/RM:-    
Strengthened 1% (2019: 1%) -  38 
Weakened 1% (2019: 1%) -  (38) 

   
USD/RM:-    
Strengthened 1% (2019: 1%) 14,667  - 
Weakened 1% (2019: 1%) (14,667)  - 

 
Exposures to foreign exchange rates vary during the financial year depending on the volume of overseas 
transactions. Nonetheless, the analysis above is considered to be representative of the Group’s and of the 
Company’s exposures to foreign currency risk.  
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020
(cont’d)

FINANCIAL INSTRUMENTS (CONT’D)

Financial risk management objectives and policies (cont’d)

Financial risk (cont’d)

Interest rate risk

Group and Company
2020 2019

RM RM

Fixed rate instruments

Fair value sensitivity analysis for fixed rate instruments
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020

(cont’d)

OPERATING SEGMENTS

2020 2019
RM RM

Segment

FAIR VALUE OF FINANCIAL INSTRUMENTS

FAIR VALUE HIERARCHY

CAPITAL MANAGEMENT
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NOTES TO THE FINANCIAL STATEMENTS
- 30 SEPTEMBER 2020
(cont’d)

SIGNIFICANT EVENT DURING THE FINANCIAL YEAR AND SUBSEQUENT TO THE REPORTING PERIOD
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DISTRIBUTION SCHEDULE OF SHAREHOLDERS 

Size of Shareholdings No. of 
Holders 

% No of   
Shares

%

Total 4,317 100.00 778,974,904 100.00

SUBSTANTIAL SHAREHOLDERS’ SHAREHOLDINGS AS AT 31 DECEMBER 2020

No. of Ordinary Shares
Name of Substantial Shareholders Direct 

Interest 
% Indirect 

Interest
%

,

DIRECTOR’S INTEREST AS AT 31 DECEMBER 2020

No. of Ordinary Shares 
Name of Director Direct 

Interest 
% Indirect 

Interest
%

ANALYSIS OF SHAREHOLDINGS
AS AT 31 DECEMBER 2020
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30 LARGEST SECURITIES ACCOUNT HOLDERS AS AT 31 DECEMBER 2020

No. Name No. of Shares Held %*

ANALYSIS OF SHAREHOLDINGS
AS AT 31 DECEMBER 2020
(cont’d)



     

 
 

LOTUS KFM BERHAD    ANNUAL REPORT 2020 107

DISTRIBUTION OF WARRANTS HOLDINGS

Size of Holdings No. of Warrant Holders No. of Warrants %

Total 595 267,808,360 100.00

DIRECTORS' WARRANT HOLDINGS AS AT 31 DECEMBER 2020

Direct Interest Indirect Interest

Name of Directors
No. of 

Warrants No. of Warrants

ANALYSIS OF WARRANT HOLDINGS
AS AT 31 DECEMBER 2020
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THIRTY LARGEST WARRANT HOLDERS AS AT 31 DECEMBER 2020
without aggregating the securities from different securities accounts belonging to the same registered holder)

No. Name No. of Warrants Held %

ANALYSIS OF WARRANT HOLDINGS
AS AT 31 DECEMBER 2020
(cont’d)
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Location Tenure Date of Revaluation/ Area
Date of Acquisition

RM'000

Age of 
Building

Description Net Carrying 
Amount

LIST OF PROPERTIES HELD BY THE GROUP
AS AT 30 SEPTEMBER 2020
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NOTICE OF ANNUAL GENERAL MEETING

 
NOTICE IS HEREBY GIVEN that the Thirty-Sixth Annual General Meeting (“Meeting” or ”AGM”) of LOTUS KFM 
BERHAD (“LOTUS” or “the Company”) will be held at Eugenia Ballroom (Ground Floor), Palm Garden Golf Club, IOI 
Resort City, 62502 Putrajaya on Monday, 22 March 2021 at 11:00 a.m. or any adjournment thereof, to transact the 
following businesses:- 
 

A G E N D A 
As Ordinary Business: 

 
1. To receive the Audited Financial Statements for the financial year ended 30 

September 2020 together with the Reports of the Directors and Auditors thereon. 
 

PLEASE REFER TO 
EXPLANATORY NOTE 1 

2. To approve the payment of additional Directors’ fees and benefits of RM24,000 for 
the period from 1 October 2019 to 22 March 2021. 
 

ORDINARY RESOLUTION 1 
 

3. To approve the payment of Directors’ fees and benefits of up to RM330,000 for the 
period from 23 March 2021 until the next Annual General Meeting of the Company.  
 

ORDINARY RESOLUTION 2 
 

4. To re-elect the following Directors who retire by rotation in accordance with Clause 
85 of the Company’s Constitution: 
 

i. Encik Mohd Rasli Bin Muda  
ii. Ms. Low Koon Min 

 

 
 
 
 

ORDINARY RESOLUTION 3 
ORDINARY RESOLUTION 4 

 
5. To re-elect the following Directors who retire in accordance with Clause 91 of the 

Company’s Constitution: 
 

i. Mr. Chia Weng Lock 
ii. Mr. Yap Ee Seong 

 

 
 
 
 

ORDINARY RESOLUTION 5 
ORDINARY RESOLUTION 6 

 
6. To re-appoint Grant Thornton Malaysia PLT as Auditors of the Company until the 

conclusion of the next Annual General Meeting and to authorise the Directors to fix 
their remuneration. 
 

ORDINARY RESOLUTION 7 

As Special Business: 
To consider and if thought fit, pass with or without any modifications, the following 
resolutions: 
 

 

 
7. GENERAL AUTHORITY FOR THE DIRECTORS TO ALLOT AND ISSUE 

SHARES PURSUANT TO SECTIONS 75 AND 76 OF THE COMPANIES ACT 
2016  
 
“THAT subject always to the Constitution of the Company, the Companies Act 
2016 (“Act”), the Main Market Listing Requirements (“Listing Requirements”) of 
Bursa Malaysia Securities Berhad (“Bursa Securities”) and the approvals of the 
relevant governmental/ regulatory authorities, where required, the Directors of the 
Company, be and are hereby authorised and empowered pursuant to Sections 75 
and 76 of the Act, to issue and allot shares in the Company to such persons, at 
any time, and upon such terms and conditions and for such purposes as the 
Directors may, in their absolute discretion, deem fit, provided that the aggregate 
number of shares to be issued does not exceed twenty per centum (20%) of the 
total number of issued shares of the Company (excluding treasury shares) at any 
point of time AND THAT the Directors be and also empowered to obtain the 
approval for the listing of and quotation for the additional shares so issued on 
Bursa Securities AND THAT such authority shall continue in force until the 
conclusion of the Annual General Meeting (“AGM”) of the Company held next after 
the approval was given or at the expiry of the period within which the next AGM is 
required to be held after the approval was given, whichever is the earlier.” 
 

ORDINARY RESOLUTION 8 
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NOTICE OF ANNUAL GENERAL MEETING
(cont’d)

8. PROPOSED RENEWAL OF EXISTING SHAREHOLDERS’ MANDATE FOR 
RECURRENT RELATED PARTY TRANSACTIONS OF A REVENUE AND/OR 
TRADING NATURE (“PROPOSED RENEWAL OF SHAREHOLDERS’ MANDATE”) 
 
“THAT, authority be and is hereby given in line with Paragraph 10.09 of the Main 
Market Listing Requirements of Bursa Malaysia Securities Berhad, for the 
Company and/or its subsidiaries to enter into any of the recurrent related party 
transactions with the related party as set out in Section 2.8 of the Circular to 
Shareholders in relation to the Proposed Renewal of Shareholders’ Mandate dated 
29 January 2021 which are necessary for the day-to-day operations of the 
Company and/or its subsidiaries within the ordinary course of business of the 
Company and/or its subsidiaries, made on an arm’s length basis and on normal 
commercial terms which are those generally available to the public and are not 
detrimental to the minority shareholders of the Company; 
 
AND THAT such authority shall commence immediately upon the passing of this 
resolution until: 
 
(i) the conclusion of the next annual general meeting (“AGM”) of the Company 

following the general meeting at which the ordinary resolution for the Proposed 
Renewal of Shareholders’ Mandate was passed, at which time it shall lapse, 
unless the authority is renewed by a resolution passed at the next AGM; or 

 
(ii) the expiration of the period within which the next AGM after that date it is 

required by law to be held pursuant to Section 340(2) of the Companies Act 
2016 (“Act”) (but shall not extend to such extension as may be allowed 
pursuant to Section 340(4) of the Act); or 

 
(iii) revoked or varied by an ordinary resolution passed by the shareholders of the 

Company at a general meeting, 
 
whichever is earlier. 
 
AND FURTHER THAT the Directors of the Company be and are hereby authorised to do 
all acts, deeds and things as they may be deemed fit, necessary, expedient and/or 
appropriate in order to implement the Proposed Renewal of Shareholders’ Mandate with 
full power to assent to all or any conditions, variations, modifications and/or amendments 
in any manner as may be required by any relevant authorities or otherwise and to deal 
with all matters relating thereto and to take all such steps and to execute, sign and deliver 
for and on behalf of the Company all such documents, agreements, arrangements and/or 
undertakings, with any party or parties and to carry out any other matters as may be 
required to implement, finalise and complete, and give full effect to the Proposed 
Renewal of Shareholders’ Mandate in the best interest of the Company.” 

ORDINARY RESOLUTION 9 

9. PROPOSED AMENDMENTS TO THE CONSTITUTION OF THE COMPANY 
 
“THAT the proposed amendments to the Constitution of the Company as set out in 
“Appendix A”, be approved and adopted with immediate effect AND THAT the 
Directors and/or Secretary of the Company be authorised to take all steps as are 
necessary and expedient in order to implement, finalise and give full effect to the 
said proposed amendments for and on behalf of the Company.” 

SPECIAL RESOLUTION 

10. To transact any other business of which due notice shall have been given. 
 

 

   
By order of the Board  
 
 
 
TEA SOR HUA (MACS 01324) (SSM PC NO.: 201908001272) 

 
Petaling Jaya, Selangor Darul Ehsan 
29 January 2021 
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NOTICE OF ANNUAL GENERAL MEETING
(cont’d)

 
Notes: 
 
i. A member who is entitled to attend and vote at the Meeting shall be entitled to appoint more than one (1) proxy to 

attend and vote at the Meeting. Where a member appoints more than one (1) proxy, the member shall specify the 
proportion of his shareholdings to be represented by each proxy.  

 
ii. A proxy may, but need not, be a member of the Company. A member may appoint any person to be his proxy. A proxy 

appointed to attend and vote at the Meeting shall have the same rights as the member to speak and vote at the Meeting. 
 
iii. The instrument appointing a proxy shall be in writing under the hand of the appointor or of his attorney duly authorised in 

writing or, if the appointor is a corporation, either under the seal or under the hand of an officer or attorney duly authorised. 
 
iv. Where a member of the Company is an authorised nominee as defined under the Securities Industry (Central 

Depositories) Act 1991, it may appoint at least one (1) proxy in respect of each securities account it holds with ordinary 
shares of the Company standing to the credit of the said securities account. 

 
v. Where a member of the Company is an exempt authorised nominee which holds ordinary shares in the Company for 

multiple beneficial owners in one (1) securities account (“omnibus account”), there is no limit to the number of proxies 
which the exempt authorised nominee may appoint in respect of each omnibus account it holds. The appointment of 
multiple proxies shall not be valid unless the proportion of its shareholdings represented by each proxy is specified. 

 
vi. To be valid, the instrument appointing a proxy must be deposited at the Share Registrar of the Company situated at 

Level 7, Menara Milenium, Jalan Damanlela, Pusat Bandar Damansara, Damansara Heights, 50490 Kuala Lumpur 
not less than forty-eight (48) hours before the time for holding the Meeting or adjourned meeting. 

 
vii. For the purpose of determining a member who shall be entitled to attend the Meeting, the Company will be requesting 

Bursa Malaysia Depository Sdn. Bhd. in accordance with Clause 63 of the Company’s Constitution to issue a General 
Meeting Record of Depositors as at 11 March 2021. Only members whose name appears in the Record of Depositors 
as at 11 March 2021 shall be entitled to attend the Meeting and to speak and vote thereat. 

 
viii. All the resolutions set out in this Notice will be put to vote by poll. 

 
ix. The members are advised to refer to the Administrative Guide for the AGM on the registration process for the Meeting. 

The Administrative Notes has taken into account the latest measures to-date to deal with the COVID-19 situation 
announced and/ or implemented in Malaysia which affects the holding or conduct of general meetings. The Company 
will closely monitor the situation and reserve the right to take further measures or short-notice arrangements as and 
when appropriate in order to minimise any risk to the Meeting. Kindly check Bursa Securities’ and the Company’s 
website at http:// http://www.kfmb.com.my/ for the latest updates on the status of the Meeting. 

 
 

EXPLANATORY NOTES TO ORDINARY AND SPECIAL BUSINESS 
 
1. Item 1 of the Agenda 

 
This Agenda is meant for discussion only as the provision of Section 340(1)(a) of the Companies Act 2016 does not 
require a formal approval of members for the Audited Financial Statements. Hence, Agenda No. 1 will not put forward for 
voting. 

 
2. Item 2 of the Agenda 

 
The shareholders had at the Thirty-Fifth AGM (“35th AGM”) held on 17 March 2020 approved the Directors’ fees and 
benefits of up to RM316,000 for the period from 1 October 2019 until the Thirty-Sixth AGM of the Company. However, the 
proposed amount was insufficient due to enlarged Board size during the financial period. This resolution is to facilitate the 
shortfall payment of Directors’ fees and benefit of RM24,000 for the period from 1 October 2019 until 22 March 2021. 
 

3. Item 3 of the Agenda 
 
The estimated Directors’ fees and benefits are calculated based on the current Board size and number of scheduled 
Board and Committee meetings to be held. This resolution is to facilitate payment of Directors’ fees and benefits for the 
period from 23 March 2021 until the next AGM of the Company in year 2022. In the event the proposed amount is 
insufficient due to more meetings or enlarged Board size, approval will be sought at the next AGM for the shortfall.  
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4. Item 7 of the Agenda

until 31 December 2021

5. Item 8 of the Agenda

6. Item 9 of the Agenda

NOTICE OF ANNUAL GENERAL MEETING
(cont’d)
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PROPOSED AMENDMENTS TO THE CONSTITUTION OF LOTUS KFM BERHAD (“THE COMPANY”)

Day, Date and time of the 36th AGM
Venue of the 36th AGM

Clause
No.

Existing Clause Clause
No.

Proposed Clause

objects for which the Company is 
established are

(a) To carry on the business of an 
investment holding company and for 
that purpose to promote or form or 
assist in promotion of any company or 
the subsidiary of the Company or 
otherwise and to acquire and hold for 
investment shares, stocks, debentures, 
debenture stocks, bonds, obligations 
and securities issued or guaranteed by 
any company or private undertaking; 
and

(b) To carry on or undertake any business 
activity, to do any act or enter into any 
transaction or to do all such other 
things as are incidental or conducive to 
the attainment of the above objects.

Section 21 of the Act shall apply to the 
Company and the Company shall be 
capable of exercising all the functions of a 
body corporate and have the full capacity to 
carry on or undertake any business or any 
activity the Directors consider 
advantageous to the Company and that are 
not prohibited under any law for the time 
being enforced in Malaysia.

ordinary
resolution

APPENDIX A
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Clause
No.

Existing Clause Clause
No.

Proposed Clause

by 
fully virtual or hybrid

subject to Clause 69,
For 

fully virtual general meeting, the broadcast 
venue shall be the main venue of the 
meeting and all the provisions of this 
Constitution as to meetings of Members 
shall also apply to such fully virtual general 
meeting. 

publication on the Company’s 
website

APPENDIX A
(cont’d)
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Clause
No.

Existing Clause Clause
No.

Proposed Clause

APPENDIX A
(cont’d)
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ADMINISTRATIVE GUIDE FOR THE THIRTY-SIXTH ANNUAL GENERAL MEETING OF LOTUS KFM BERHAD 
(“LOTUS” OR “COMPANY”) (“AGM” OR “MEETING”)

Date Time Venue 

NO door gift NO refreshment

Recording/Photography

ENQUIRY

For Registration matters: For Proxy Form matters:

ADMINISTRATIVE GUIDE
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LOTUS KFM BERHAD 

PROXY FORM

_________________

No. Ordinary Resolution For Against

No. Special Resolution For Against

* delete whichever not applicable CDS Account No.

No. of Shares Held 

For appointment of more than one (1) proxy, percentage 
of shareholdings to be represented by each proxy:

No. of Shares %
Proxy [   ]
Proxy [     ]
TOTAL



NOTES:

i. A member who is entitled to attend and vote at the Meeting shall be entitled to appoint more than one (1) proxy to attend and vote at the 
Meeting. Where a member appoints more than one (1) proxy, the member shall specify the proportion of his shareholdings to be 
represented by each proxy.

ii. A proxy may, but need not, be a member of the Company. A member may appoint any person to be his proxy. A proxy appointed to attend 
and vote at the Meeting shall have the same rights as the member to speak and vote at the Meeting.

iii. The instrument appointing a proxy shall be in writing under the hand of the appointor or of his attorney duly authorised in writing or, if the 
appointor is a corporation, either under the seal or under the hand of an officer or attorney duly authorised.

iv. Where a member of the Company is an authorised nominee as defined under the Securities Industry (Central Depositories) Act 1991, it 
may appoint at least one (1) proxy in respect of each securities account it holds with ordinary shares of the Company standing to the credit 
of the said securities account.

v. Where a member of the Company is an exempt authorised nominee which holds ordinary shares in the Company for multiple beneficial 
owners in one (1) securities account (“omnibus account”), there is no limit to the number of proxies which the exempt authorised nominee 
may appoint in respect of each omnibus account it holds. The appointment of multiple proxies shall not be valid unless the proportion of its 
shareholdings represented by each proxy is specified.

vi. To be valid, the instrument appointing a proxy must be deposited at the Share Registrar of the Company situated at Level 7, Menara 
Milenium, Jalan Damanlela, Pusat Bandar Damansara, Damansara Heights, 50490 Kuala Lumpur, not less than forty-eight (48) hours 
before the time for holding the Meeting or adjourned meeting.

vii. For the purpose of determining a member who shall be entitled to attend the Meeting, the Company will be requesting Bursa Malaysia 
Depository Sdn Bhd in accordance with Clause 63 of the Company’s Constitution to issue a General Meeting Record of Depositors as 
at 11 March 2021. Only members whose name appears in the Record of Depositors as at 11 March 2021 shall be entitled to attend the 
Meeting and to speak and vote thereat.

viii. All the resolutions set out in this Notice will be put to vote by poll.
ix. The members are advised to refer to the Administrative Guide for the AGM on the registration process for the Meeting. The Administrative 

Notes has taken into account the latest measures to-date to deal with the COVID-19 situation announced and/ or implemented in Malaysia
which affects the holding or conduct of general meetings. The Company will closely monitor the situation and reserve the right to take further 
measures or short-notice arrangements as and when appropriate in order to minimise any risk to the Meeting. Kindly check Bursa 
Securities’ and the Company’s website at http:// http://www.kfmb.com.my/ for the latest updates on the status of the Meeting
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