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ORNAPAPER BERHAD (573695-w)

(Incorporated in Malaysia)

Notice Of The Sixth
Annual General Meeting

NOTICE IS HEREBY GIVEN that the Sixth Annual General Meeting of ORNAPAPER BERHAD will be held at No.
8998, Kawasan Perindustrian Peringkat 4, Batu Berendam, 75350 Melaka on Thursday, 26 June 2008 at
10.30 a.m. for the following purposes:-

AGENDA
1. To receive the Audited Financial Statements for the financial year ended 31 (Resolution 1)

December 2007 together with the Reports of the Directors and the Auditors
thereon.

2. To approve the declaration of the First and Final Tax Exempt Dividend of 1% forthe = (Resolution 2)
financial year ended 31 December 2007.

3. To approve the payment of Directors’ Fees for the financial year ended 31 (Resolution 3)
December 2007.

4. To re-elect the following Directors who retire pursuant to Article 92 of the
Company's Articles of Association and being eligible, have offered themselves for

re-election:-
(a) Mr.Siow Kee Yen (Resolution 4)
(b) Puan Adillah binti Ahmad Nordin (Resolution 5)

5. To re-appoint Messrs. Ernst & Young as Auditors of the Company until the (Resolution 6)
conclusion of the next Annual General Meeting and to authorise the Directors to fix
their remuneration.

6. As Special Business

To consider and, if thought fit, to pass the following resolutions as Ordinary
Resolutions:-

Ordinary Resolution
- Authority To Issue Shares Pursuant To Section 132D Of The Companies Act, (Resolution 7)
1965

“THAT subject to Section 132D of the Companies Act, 1965 and approvals of the
relevant governmental/regulatory authorities, the Directors be and are hereby
empowered to issue and allot shares in the Company, at anytime to such persons
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
issued pursuant to this Resolution does not exceed ten per centum (10%) of the
issued and paid-up share capital of the Company for the time being and the
Directors be and are also empowered to obtain the approval for the listing of and
quotation for the additional shares so issued on Bursa Malaysia Securities
Berhad; AND THAT such authority shall commence immediately upon the
passing of this Resolution and continue to be in force until the conclusion of the
next Annual General Meeting of the Company.”

Annual Report 2007
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ORNAPAPER BERHAD (573695-w)

(Incorporated in Malaysia)

Notice Of The Sixth

Annual General Meeting

Ordinary Resolution
- Proposed Renewal Of Shareholders’ Mandate For Recurrent Related Party
Transactions Of A Revenue Or Trading Nature

“THAT subject to the Companies Act, 1965, the Memorandum and Articles of
Association of the Company and the Listing Requirements of Bursa Malaysia
Securities Berhad, approval be and is hereby given to the Company and its
subsidiaries to enter into any of the category of recurrent transactions of a revenue
or trading nature as set out in Section 2.3 of the Companys Circular to
Shareholders dated 3 June 2008 with the related parties mentioned therein which
are necessary for Ornapaper Berhad Group’s day-to-day operations subject further
to the following:

(a) the transactions are in the ordinary course of business and are on normal
commercial terms which are not more favourable to the related parties than
those available to the public and on terms not to the detriment of the minority
shareholders; and

(b)  disclosure is made in the annual report of the breakdown of the aggregate
value of transactions conducted pursuant to the Shareholders’ Mandate
during the financial year based on the following information:

(i) the types of recurrent related party transactions made; and

(i)  the names of the related parties involved in each type of the recurrent
related party transactions made and their relationship with the
Company.

AND THAT such approval shall continue to be in force until:-

(@) the conclusion of the next Annual General Meeting (AGM) of the Company
following the forthcoming AGM at which such Proposed Renewal of
Shareholder's Mandate was passed, at which time it will lapse, unless bya
resolution passed atan AGM whereby the authority is renewed;

(b)  the expiration of the period within which the next AGM of the Company
subsequent to the date it is required to be held pursuant to the provisions of
the Act; or

(c) revoked or varied by resolution passed by the shareholders in an AGM or
Extraordinary General Meeting,

whichever is earlier;

AND the Directors and/or any of them be and are hereby authorised to complete
and do all such acts and things (including executing such documents as may be
required) to give effect to the transactions contemplated and/or authorised by this
resolution.”

(Resolution 8)

(]
w
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ORNAPAPER BERHAD (573695-w)

(Incorporated in Malaysia)

Notice Of The Sixth
Annual General Meeting

7. To transact any other ordinary business for which due notice has been given.

NOTICE OF DIVIDEND ENTITLEMENT

NOTICE IS ALSO HEREBY GIVEN that the First and Final Tax Exempt Dividend of 1% in respect of financial year
ended 31 December 2007 will be payable on 28 July 2008 to depositors who are registered in the Record of
Depositors at the close of business on 16 July 2008, if approved by shareholders at the forthcoming Sixth
Annual General Meeting on Thursday, 26 June 2008.

A Depositor shall qualify for entittement only in respect of:-

(@) Shares transferred into the Depositor's Securities Account before 4.00 p.m.on 16 July 2008 in respect
of ordinary transfers; and

(b)  Shares bought on Bursa Malaysia Securities Berhad on a cum entittement basis accordingly to the
Rules of the Bursa Malaysia Securities Berhad.

By Order of the Board
Chua Siew Chuan (MAICSA0777689)
Sean Ne Teo (LS 008058)

Company Secretaries

Melaka
3 June 2008

Explanatory Notes To Special Business:-
1. The proposed adoption of the Ordinary Resolution 7 is primarily to give flexibility to the Board of

Directors to issue and allot shares to such persons at any time in their absolute discretion without
convening a general meeting.

2. The proposed adoption of the Ordinary Resolution 8 is to renew the shareholders’ mandate granted by

the shareholders of the Company at the Fifth Annual General Meeting held on 29 June 2007. The
proposed renewal of the shareholders’ mandate will enable the Company and its subsidiaries (ORNA
Group) to enter into any of the recurrent related party transactions of a revenue or trading nature which
are necessary for ORNA Group’s day to day operations, subject to the transactions being in the ordinary
course of business and on normal commercial terms which are not more favourable to the related
parties than those generally available to the public and are not to the detriment of the minority
shareholders of the Company.



ORNAPAPER BERHAD (573695-w)

(Incorporated in Malaysia)

Notice Of The Sixth
Annual General Meeting

Notes:

(i)

(ii)

A member entitled to attend and vote at this Meeting is entitled to appoint more than two (2) proxies to
attend and vote in his stead. A proxy may but need not be a member of the Company and a member
may appoint any person to be his proxy without limitation and the provision of Section 149(1)(a), (b), (c)
and (d) of the Companies Act, 1965 shall not apply to the Company.

Shareholders’ attention is hereby drawn to the Listing Requirements of Bursa Malaysia Securities
Berhad which came into force on 1 June 2001 which allows a member of the Company who is an
authorised nominee as defined under the Securities Industry (Central Depository) Act 1991 to 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.

Where a member appoints two (2) or more proxies, the appointment shall be invalid unless he or she
specifies the proportion of his or her holdings to be represented by each proxy.

(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 its seal or under the hand of
an officer or attorney duly authorised.

(iv) Theinstrumentappointing a proxy mustbe deposited atthe Registered Office at Lot 1A, 6" Floor, Menara

Pertam, Jalan BBP 2, Taman Batu Berendam Putra, Batu Berendam, 75350 Melaka not less than 48
hours before the time for holding the Meeting or at any adjournment thereof.
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Statement Accompanying
Notice of Annual General Meeting

[Pursuant to paragraph 8.28(2) of the Listing Requirements of Bursa Malaysia Securities Berhad]

1. Directors who are standing for re-election at the Sixth Annual General Meeting of the Company are

as follows:-
4 Mr. Siow Kee Yen;

€ Puan Adillah binti Anmad Nordin.

2. Details of Directors standing for re-election are as follows:

4 Mr. Siow Kee Yen

Age:

Nationality:

Designation/ Position in the Company
Date of appointment

Qualification

Work experience

Directorship in other Public Companies

Securities holding in the Company and its
subsidiaries

Family relationship with any directors and/ or
major shareholders of the Company

Conflict of interest with the Company:
List of conviction for offences within the past 10
years:

37

Malaysian

Independent Non-Executive Director
2 December 2002

Member of Malaysian Institute of
Accountants;

Honours Degree in Bachelor of
Accountancy.

Audit Senior in Arthur Andersen & Co.
(1996-1999);

Audit Manager with Chin & Co. (2000-
2001);

Partner of KY Siow & Co. (2001 to
present).

Chang Huat Corporation Berhad
Direct - 130,500 shares

Indirect - Nil

Nil
Nil

Nil



ORNAPAPER BERHAD (573695-w)

(Incorporated in Malaysia)

Statement Accompanying
Notice of Annual General Meeting

¢ Puan Adillah binti Ahmad Nordin

Age: 39

Nationality: Malaysian

Designation/ Position in the Company: Independent Non-Executive Director

Date of appointment: 2 December 2002

Qualification: LL.B (Honours)

Work experience: English Bar & Malaysian Bar (1993 &
1994);

Advocates & Solicitors with Adillah A.
Nordin (present)

Directorship in other Public Companies: Nil

Securities holding in the Company and its Direct — 14,000 shares
subsidiaries: Indirect — Nil

Family relationship with any directors and/ or
major shareholders of the Company: Nil

Conflict of interest with the Company: Nil

List of conviction for offences within the past 10
years: Nil

During the financial year ended 31 December 2007, seven (7) Board meetings were held and the
attendance of the Board members were as follows:

Directors Attendance
Lim Tau Lih 717
Ang Kwee Teng 6/7
Azhar bin Nayan 77
Adillah binti Ahmad Nordin 717
See Wan Seng 77
Siow Kee Yen 717

Details of type, place, date and hour of Sixth Annual General Meeting are as follows:

Type : Sixth Annual General Meeting
Date : 26 June 2008
Time : 10.30 a.m.

Venue : No. 8998 Kawasan Perindustrian Peringkat 4,
Batu Berendam, 75350 Melaka

o
~
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Corporate Information

BOARD OF DIRECTORS

AUDIT COMMITTEE

SECRETARIES

REGISTERED OFFICE

NOMINATION COMMITTEE

Lim Tau Lih
Managing Director

Ang Kwee Teng
Executive Director

See Wan Seng
Executive Director

Azhar bin Nayan
Non-Independent Non-Executive Director

Siow Kee Yen
Independent Non-Executive Director

Adillah binti Ahmad Nordin
Independent Non-Executive Director

Chairman
Siow Kee Yen
Independent Non-Executive Director

Members
Adillah binti Ahmad Nordin
Independent Non-Executive Director

Azhar bin Nayan
Non-Independent Non-Executive Director

Chua Siew Chuan (MAICSA 0777689)
Sean Ne Teo (LS 008058)

Lot 1A, 6th Floor

Menara Pertam, Jalan BBP 2,
Taman Batu Berendam Putra

Batu Berendam, 75350 Melaka.
Tel: 06-3355210 Fax: 06-3355570

Chairman
Siow Kee Yen
Independent Non-Executive Director

Members
Adillah binti Ahmad Nordin
Independent Non-Executive Director

Azhar bin Nayan
Non-Independent Non-Executive Director



ORNAPAPER BERHAD (573695-w)

(Incorporated in Malaysia)

Corporate Information

REMUNERATION COMMITTEE : Chairman
Adillah binti Ahmad Nordin
Independent Non-Executive Director

Members
Siow Kee Yen
Independent Non-Executive Director

Azhar bin Nayan
Non-Independent Non-Executive Director

REGISTRAR Tenaga Korperat Sdn Bhd
Tingkat 20, Plaza Permata, Jalan Kampar
Off Jalan Tun Razak
50400 Kuala Lumpur.
Tel: 03-4041 6522 Fax: 03-4042 6352

AUDITORS Ernst & Young
Lot 1, 6th Floor
Menara Pertam, Jalan BBP 2,
Taman Batu Berendam Putra
Batu Berendam, 75350 Melaka.

STOCK EXCHANGE Main Board of Bursa Malaysia
Securities Berhad
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ORNAPAPER BERHAD (573695-w)

(Incorporated in Malaysia)

Profile of Directors

Mr Lim Tau Lih

Age : 50

Nationality : Malaysian

Designation/ Position in the Company : Managing Director

Date of appointment : 30 October 2006

Qualification : Member of Malaysian Institute of Certified Public
Accountants and Malaysian Institute of Accountants

Work experience : Manager of Coopers & Lybrand (1991 to 1996),

Manager of Ernst & Young (1987 to 1991),
Non-Executive Partner of Lim Tau Lih & Co.

Directorship in other Public Companies - Nil
Securities holding in the Company and its subsidiaries : Direct — 5,374,045 shares
: Deemed — Nil
Family relationship with any directors and/ or major
shareholders of the Company - Nil
Conflict of interest with the Company - Nil

List of conviction for offences within the past 10 years : Nil

Tuan Haji Azhar bin Nayan

Age 145

Nationality : Malaysian

Designation / Position in the Company : Non-Executive Director

Date of appointment : 2 December 2002

Qualification : Degree in Bachelor of Science Accountancy; MBA in

Finance; Member of American Institute of Certified
Public Accountants

Work experience : Management Consultant in Ernst & Whinny; Auditor
with Arthur Andersen & Co.; General Manager in
Lembaga Tabung Haji (1989 to present); Director of
Ornapaper Industry (M) Sdn Bhd (present)

Directorship in other Public Companies : Tafi Industries Berhad
Securities holding in the Company and its subsidiaries : Direct - 25,000 shares
: Deemed - Nil
Family relationship with any directors and / or major
shareholders of the Company - Nil
Conflict of interest with the Company - Nil

List of conviction for offences within the past 10 years : Nil
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ORNAPAPER BERHAD (573695-w)

(Incorporated in Malaysia)

Mr See Wan Seng

Age

Nationality

Designation / Position in the Company
Date of appointment

Qualification

Work experience

Directorship on other Public Companies

Securities holding in the Company and its subsidiaries :
: Deemed - 18,634,888 shares

Family relationship with any director and / or major
shareholders of the Company
Conflict of interest with the Company

List of Conviction for offences within the past 10 years :

Mr Siow Kee Yen

Age

Nationality

Designation / Position in the Company
Date of appointment

Qualification

Work experience

Directorship in other Public Companies

Securities holding in the Company and its subsidiaries :
. Deemed - Nil

Family relationship with any directors and / or major
shareholders of the Company
Conflict of interest with the Company

List of conviction for offences within the past 10 years :

: 61

: Malaysian

. Executive Director
: 2 December 2002
: Bachelor of Commerce Degree from Nanyang

. Director & General

University Singapore

Manager of Carton Box
Industrial (M) Sdn Bhd (1990 to 1996); Director of
Ornapaper Industry (M) Sdn Bhd (present); Director
of Tripack Packaging (M) Sdn Bhd (present)

: Nil

Direct - Nil

: Nil
: Nil

Nil

2 37

: Malaysian

. Independent Non-Executive Director

. 2 December 2002

: Member of Malaysian Institute of Accountants

Honours Degree in Bachelor of Accountancy

: Audit Senior in Arthur Andersen & Co. (1996-1999);

Audit Manager with Chin & Co. (2000-2001);
Partner of KY Siow & Co. (2001 to present)

: Chang Huat Corporation Berhad

Direct - 130,500 shares

: Nil
: Nil

Nil

N
—_—
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ORNAPAPER BERHAD (573695-w)

(Incorporated in Malaysia)

Profile of Directors

Puan Adillah binti Ahmad Nordin

Age

Nationality

Designation/ Position in the Company
Date of appointment

Qualification

Work experience

Directorship in other Public Companies

Securities holding in the Company and its
subsidiaries

Family relationship with any directors and/ or major
shareholders of the Company

Conflict of interest with the Company

List of conviction for offences within the past 10 years

Mr. Ang Kwee Teng

Age

Nationality

Designation / Position in the Company
Date of appointment

Qualification

Work experience

Directorship in other Public Companies
Securities holding in the Company and its subsidiaries :

139

: Malaysian

: Independent Non-Executive Director

: 2 December 2002

: LL.B (Honours)

: English Bar & Malaysian Bar (1993 &1994); Advocate &

Solicitor with Adillah A. Nordin (present)

- Nil

Direct — 14,000 shares

: Deemed — Nil

- Nil
- Nil
- Nil

: 58

: Malaysian

: Executive Director
: 2 December 2002

: Director of Ornapaper Industry (M) Sdn Bhd (1995 to

present)

: Golsta Synergy Berhad

Direct - 10,000

: Deemed - 18,634,888 shares

Family relationship with any directors and / or major
shareholders of the Company

Conflict of interest with the Company

List of conviction for offences within the past 10 years

- Nil
- Nil
- Nil



ORNAPAPER BERHAD (573695-w)

(Incorporated in Malaysia)

Managing Director’s Statement

On behalf of the Board of Directors of Ornapaper Berhad (“OB”), | am pleased to present to you the
Annual Report and Audited Financial Statements of the Group and the Company for the financial year
ended 31 December 2007.

PERFORMANCE AND FINANCIAL REVIEWS

For the financial year under review, the Group recorded a pre tax profit after minority interest of RM0.39
million (2006: loss RM3.02 million) on a group turnover of RM160 million (2006: RM168 million). The
performance of the subsidiary company, Ornapaper Vietnam Co. Ltd. has improved with a reduced loss
of RM3.1 million (2005: RM7.45 million).

DIVIDEND

The Board is pleased to recommend a first and final tax exempt dividend of 1% for the financial year
ended 31 December 2007, which is subject to the approval of the forthcoming Annual General Meeting in
June 2008 .

PROSPECTS FOR 2008

An important factor affecting the Group’s operations is the increasing paper roll costs. The Management
foresees this trend to persist through the financial year ending 31 December 2008. It is crucial for the
Group to implement a strategic procuring policy so that cost of paper rolls can be minimized.

The Management is confident that the Group will continue to turn in good performance amidst the
competition and rising costs environment.

APPRECIATION

On behalf of the Board, | would like to express my sincere gratitude to the shareholders, bankers,
business partners and government authorities for your continued support in the Group. | would also like
to extend our thanks to the management and staff of the Group for their contribution and dedication to the
Group through the years.

To my fellow board members for their trust, advice and guidance granted in the last few months, my
sincere thanks and gratitude.
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Statement On
Corporate Governance

The Board of Directors (“The Board”) is committed to ensuring that highest standards of corporate
governance are in place and are being practiced throughout the Group towards enhancing business
prosperity, maximizing shareholders’ value and supporting excellent corporate conduct.

This statement sets out the commitment of the Boards towards good corporate governance and the extent to
which it has complied with the Principles and Best Practices set out in the Malaysian Code on Corporate
Governance (“the Code”).

THE BOARD OF DIRECTORS

Board Balance and Composition

The Company is headed by the Board comprising of six (6) members. Three (3) of the six (6) members are
Non-Executive members, two (2) of whom are Independent Non-Executive Directors. The Board of Directors
is made of Executive Directors with wide range of experiences in the paper packaging industry while the
Non-Executive Directors are professionals with diverse knowledge and skills in the areas of accounting, legal,
and general management. The Board’s composition brings to the Group a diverse wealth of skills, knowledge
as well as a balanced mix of experience and expertise to effectively discharge its stewardship responsibilities
in spearheading the Group’s growth and future direction. The profile of the Directors is presented in pages 10
to 12.

The Board balance is reflected through the contributions of Independent Non-Executive Directors. The
Independent Non-Executive Directors provide objective and independent judgement to facilitate balance
leadership of the Group as well as to safeguard interest of the minority shareholders and other stakeholders
by ensuring the highest standard of conduct and integrity are maintained by the Group. The Non-Independent
Non-Executive Director contributes significantly in areas such as policy and strategy, performance monitoring
as well as improving governance and controls.

Board Responsibilities

The Board is responsible for the overall corporate governance of the Group, including its strategic direction,
establishing goals for management and monitoring the achievement of these goals.

The Management Committee (“MC”) assists the Board in the day-to day operations of the Group. The MC
comprises the Managing Director and heads of departments within the Group.

The Board has also delegated certain responsibilities to other Board Committees, which operate within clearly
defined terms of reference.

Board Meetings

The Board meets regularly on quarterly basis, with additional meetings convened as required where urgent
and important decisions may need to be made between scheduled meetings. Notice of Board meetings with
an agenda and full Board papers for each agenda item to be discussed would be distributed to all Directors
for timely and accurate information prior to the meeting.

At each meeting, the Board considers the financial statements and results of the Group for the period ended
for each quarter, the performance of the business of the Group, new business development proposals,
policies and strategic issues affecting the Group’s business and factors imposing potential risks in the
business of the Group.
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Statement On
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During the financial year ended 31 December 2007, seven (7) meetings were held and the details of
attendance of Directors are as follows:-

Name Attendance of Meetings
1. Lim Tau Lih 717
2. Ang Kwee Teng 6/7
3. See Wan Seng 77
4. Azhar bin Nayan 77
5. Siow Kee Yen 717
6. Adillah binti Ahmad Nordin 717

In accordance with the Company’s Articles of Association, at least one third (1/3) of the Directors or the
number nearest to one-third (1/3), shall retire by rotation at each Annual General Meeting and at least once
every three (3) years. The Directors retiring from office shall be eligible for re-election by the shareholders.

All Directors have attended the Mandatory Accreditation Programme (MAP) as prescribed by the Listing
Requirements of the Bursa Malaysia Securities Berhad.

The Board encourages its Directors to undergo other relevant training programmes on a continuous basic to
further enhance their skills and knowledge to enable them to discharge their respective duties effectively.

Board Committees

The Board has in place the following committees to assist in carry out its fiduciary duties. All these
committees have written terms and reference clearly outlining their duties and responsibilities:

1. Audit Committee
2. Nomination Committee
3. Remuneration Committee

(i) Audit Committee

The membership, terms of reference and activities of the Audit Committee are detailed in the Audit
Committee Report in pages 19 to 22 of the Annual Report.

The Board encourages its Directors to undergo other relevant training programmes on a continuous basis to
further enhance their skills and knowledge to enable them to discharge their respective duties effectively.

(ii) Nomination Committee

The Nomination Committee was set up on 21 March 2003. The terms of reference of the Nomination
Committee was reviewed by the Board and all members of the Nomination Committee were re-nominated
and re-appointed on 26 May 2006. The term of office of the Nomination Committee is three (3) years and
may be re-nominated and re-appointed by the Board. The members of the Nomination Committee are as
follows:

RN
(@]
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Chairman

Siow Kee Yen - Independent Non-Executive Director
Members

Adillah binti Ahmad Nordin - Independent Non-Executive Director
Azhar bin Nayan - Non-Independent Non-Executive Director

The Nomination Committee reviews the required mix of skills and competencies of the Board members,
recommending candidates as members to the Board and its committees, as well as assessing the
effectiveness of the Board.

(iii) Remuneration Committee

The Remuneration Committee was set up on 21 March 2003. The terms of reference of the Remuneration
Committee was reviewed by the Board and all the member of the Remuneration Committee were
re-nominated and re-appointed on 26 May 2006. The term of office of the Remuneration Committee is three
(3) years and may be re-nominated and re-appointed by the Board. It is the objective of the Remuneration
Committee to assist the Board in assessing the remuneration packages of the Executive Directors of the
company. The Board shall decide on the remuneration packages upon considering the recommendations
made by the Remuneration Committee. The members of the Remuneration Committee are as follows:

Chairman

Adillah binti Ahmad Nordin - Independent Non-Executive Director
Members

Siow Kee Yen - Independent Non-Executive Director
Azhar bin Nayan - Non-Independent Non-Executive Director

The sixth meeting of the Committee was held on 31 January 2008.

DIRECTORS REMUNERATION

The Company shall ensure the level and make-up of remuneration is sufficient to attract and retain the
Directors needed to run the Company successfully. Currently, the Remuneration Committee assesses the
Executive Directors’ remuneration packages so as to recommend the Executive Directors’ remuneration
packages to the Board for approval. The Executive Directors shall abstain from participating in the discussion
with respect to their remuneration packages. The details of the Directors’ Remuneration for the financial year
under review are disclosed in Note 7 of the Notes to the Financial Statement herein.

The Executive Directors’ remuneration comprises basic salary, Directors’ Fees and allowances. Other
customary benefits to the Group are made available as appropriate. Any salary reviews will take into account
market rates and the performance of the individual and the Group.
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The Non-Executive Directors’ remuneration comprises fees and allowances. Determination of said
remuneration is balanced with their expected roles and responsibilities including any additional work and
contribution required.

The Board has considered the disclosure of details of the remuneration of each Director as stipulated in the
Code. The Board is of the view that the transparency and accountability aspects of Corporate Governance as
applicable to Director’'s Remuneration are appropriately served by the “band disclosure” as required by the
Listing Requirements.

DIALOGUE WITH SHAREHOLDERS AND INVESTORS

The Group recognizes the importance of communication with shareholders and investors and keeping them
informed of the Group’s developments through announcements via the Bursa LINK. In addition, other
corporate information materials are available to all shareholders in the Company’s Annual Reports and
Circulars to Shareholders.

The Board encourages full participation by shareholders at the Annual General Meetings and Extraordinary
General Meetings of the Company where opportunity are given to the shareholders to raise questions and

seek clarification on the business and performance of the Company.

ACCOUNTABILITY AND AUDIT

Financial Reporting

In presenting the annual financial statements and quarterly announcements of financial results, the Board
aims to present a balanced and meaningful assessment of the Group’s financial positions and prospects. The
Board is assisted by the Audit Committee in overseeing the Group’s financial reporting processes and
accuracy of its financial reporting.

State of Internal Control
The Board acknowledges its overall responsibility for maintaining a sound system of internal control to

safeguard shareholders’ investment and the Group’s assets. This includes ensuring the review of the
adequacy and integrity of the system of internal control in managing the principal risks of the Group.

—_—
\l

The Board has reviewed the adequacy and integrity of the Group’s state of internal control and the Group’s
Statement on Internal Control is set out in pages 23 to 24 of this Annual Report.

Relationship with External Auditors

The role of the Audit Committee in relation to the external auditors is disclosed in the Report of Audit
Committee set out on pages 19 to 22.

ADDITIONAL COMPLIANCE INFORMATION

Annual Report 2007

Share Buybacks
During the financial year, there were no shares buy backs by the Company.
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Options, Warrants or Convertible Securities
No warrants or convertible securities were exercised by the Company in the financial year.

American Depository Receipt (ADR) or Global Depository Receipt (GDR) Programme
During the financial year, the Company did not sponsor any ADR or GDR programme.

Sanctions and/or Penalties
There were no material sanctions and/or penalties imposed on the Company and/or its subsidiaries, Directors
or management by the regulatory bodies.

Variation in Results
The profit after tax amount is 26.29% less than the amount previously announced due to the following net
adjustments:-

(@) decrease in the loss incurred by the subsidiary company Ornapaper Vietnam Co. Ltd. from
RM3,300,942 to RM3,048,207 due to foreign exchange reserve adjustments. The effect on account is
reduction in loss incurred by group amounting to RM139,004 (55%);

(b) net tax expense after audit adjustments for disallowed expenses and deferred taxation increased by
RM164,131;

(c) additional provisions amounting to RM10,472.

Non-audit fees
The amount of non-audit fees incurred for services rendered to the Company or its subsidiaries for the financial
year ended 31 December 2007 by the Company’s Auditors or a firm or company affiliated to the auditors* firm
were RM16,965.

Profit Guarantees
During the financial year, there was no profit guarantee given by the Company.

Material Contracts
During the financial year, there was no material contracts entered into by the Company or its subsidiaries,
involving Directors’ and major shareholders interest.

Contracts Relating to Loans
There was no material contracts relating to loans by the Company involving Directors and major shareholders.

Utilisation of Proceeds
The Company did not implement any fund raising exercise during the financial year.

Directors’ Responsibility Statement
The Directors of the Company are responsible for keeping proper accounting records which disclose with
reasonable accuracy at any time the financial position of the Group and of the Company.

The Directors are required to ensure that the financial statements for each financial year are properly drawn up
in accordance with the provisions of the Companies Act, 1965 and approved accounting standards so as to
give a true and fair view of the state of affairs of the Group and of the Company as at the end of the financial
year end and of the results and cash flows of the Group and of the Company for the financial year then ended.

In preparing those financial statements of the Group and of the Company for the financial year ended 31
December 2007, the Group has adopted the appropriate accounting policies and applied them consistently and
all applicable approved accounting standards have been followed. The financial statements are prepared on a
going concern basis.
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MEMBERSHIP

The present members of the Audit Committee of the Company are:-

Name Designation

Siow Kee Yen Independent Non-Executive Director (Chairman)
Adillah binti Ahmad Nordin Independent Non-Executive Director

Azhar bin Nayan Non-Independent Non-Executive Director

TERMS OF REFERENCE
Composition of members

The Board shall appoint the Audit Committee members from amongst themselves, comprising no fewer than
three (3) non-executive directors. The majority of the Audit Committee members shall be independent directors.

In this respect, the Board adopts the definition of “independent director” as defined under the Listing Requirements of
Bursa Malaysia Securities Berhad (“Bursa Securities”).

All members of the Audit Committee shall be financially literate and at least one (1) member of the Audit
Committee must be:-

(a) a member of the Malaysian Institute of Accountant (“MIA”); or
(b) if he is not a member of MIA, he must have at least three (3) years of working experience and:
i. he must have passed the examinations specified in Part | of the First Schedule of the Accountants
Act 1967; or
ii. he must be a member of one of the associations of the accountants specified in Part Il of the First
Schedule of the Accountants Act 1967; or
(c)  fulfils such other requirements as prescribed by Bursa Securities.

No alternate director of the Board shall be appointed as a member of the Audit Committee.

The term of office and performance of the Audit Committee and each of its members shall be reviewed by the
Board at least once every three (3) years to determine whether such Audit Committee and members have carried
out their duties in accordance with their terms of reference.

Retirement and resignation

If a member of the Audit Committee resigns, dies, or for any reason ceases to be a member with the result that
the number of members is reduced below three (3), the Board shall within three (3) months of the event appoint 19
such number of the new members as may be required to fill the vacancy.

Chairman .

The members of the Audit Committee shall elect a Chairman from amongst their number who shall be an
independent director. .

In the absence of the Chairman of the Audit Committee, the other members of the Audit Committee shall m
amongst themselves elect a Chairman who must be independent director to chair the meeting.

Secretary u
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The Company Secretary shall be the Secretary of the Audit Committee and as a reporting procedure, the
Minutes shall be circulated to all members of the Board.
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Meeting

The Audit Committee shall meet regularly, with due notice of issues to be discussed, and shall record its
conclusions in discharging its duties and responsibilities. In addition, the Chairman may call for additional
meetings at any time at the Chairman’s discretion.

Upon the request of the external auditor, the Chairman of the Audit Committee shall convene a meeting of the
Audit Committee to consider any matter the external auditor believes should be brought to the attention of the
directors or shareholders.

Notice of Audit Committee meetings shall be given to all the Audit Committee members unless the Audit
Committee waives such requirement.

The Chairman of the Audit Committee shall engage on a continuous basis with senior management, such as the
Chairman, the Chief Executive Officer, the Finance Director, the head of internal audit and the external auditors
in order to be kept informed of matters affecting the Company.

The Finance Director, the head of internal audit and a representative of the external auditors should normally
attend meetings. Other Board members and employees may attend meetings upon the invitation of the Audit
Committee. However, the Audit Committee shall meet with the external auditors without executive Board
members present at least twice a year and whenever necessary.

Questions arising at any meeting of the Audit Committee shall be decided by a majority of votes of the members
present, and in the case of equality of votes, the Chairman of the Audit Committee shall have a second or casting
vote.

The Audit Committee met five (5) times during the year and the details of the attendance of each member are
as follows:

Name of Member No. of Meetings Attended
Siow Kee Yen 5/5

Adillah binti Ahmad Nordin 5/5

Azhar bin Nayan 5/5

Minutes

Minutes of each meeting shall be kept at the registered office and distributed to each member of the Audit
Committee and also to the other members of the Board. The Audit Committee Chairman shall report on each
meeting to the Board.

The minutes of the Audit Committee meeting shall be signed by the Chairman of the meeting at which the
proceedings were held or by the Chairman of the next succeeding meeting.

Quorum

The quorum for the Audit Committee meeting shall be the majority of members present whom must be
independent directors.

Objectives

The principal objectives of the Audit Committee are to assist the Board in discharging its statutory duties and
responsibilities relating to accounting and reporting practices of the holding company and each of its subsidiaries.
In addition, the Audit Committee shall:

(a) evaluate the quality of the audits performed by the internal and external auditors;

(b) provide assurance that the financial information presented by management is relevant, reliable and timely;
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(c) oversee compliance with laws and regulations and observance of a proper code of conduct; and
(d) determine the quality, adequacy and effectiveness of the Group's control environment.
Authority

The Audit Committee shall, in accordance with a procedure to be determined by the Board and at the expense
of the Company,

(a)

(b)

()

(e)

have explicit authority to investigate any matter within its terms of reference, the resources to do so,
and full access to information. All employees shall be directed to co-operate as requested by
members of the Audit Committee.

have full and unlimited/unrestricted access to all information and documents/resources which are
required to perform its duties as well as to the internal and external auditors and senior management
of the Company and Group.

obtain independent professional or other advice and to invite outsiders with relevant experience to
attend, if necessary.

have direct communication channels with the external auditors and person(s) carrying out the internal
audit function or activity (if any).

where the Audit Committee is of the view that the matter reported by it to the Board has not been
satisfactorily resolved resulting in a breach of the Listing Requirements, the Audit Committee shall
promptly report such matter to Bursa Securities.

Duties and Responsibilities

The duties and responsibilities of the Audit Committee are as follows:-

(a)

(b)

(d)

(e)

(f)

To consider the appointment of the external auditor, the audit fee and any question of resignation or
dismissal;

To discuss with the external auditor before the audit commences, the nature and scope of the audit,
and ensure co-ordination where more than one audit firm is involved;

To review with the external auditor his evaluation of the system of internal controls and his audit
report;

To review the quarterly and year-end financial statements of the Board, focusing particularly on -

. any change in accounting policies and practices;

o significant adjustments arising from the audit;

. the going concern assumption; and

. compliance with accounting standards and other legal requirements.

To discuss problems and reservations arising from the interim and final audits, and any matter the
auditor may wish to discuss (in the absence of management, where necessary);

To review the external auditor’s management letter and management’s response;

N
-
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- (9) To do the following, in relation to the internal audit function:-
: . review the adequacy of the scope, functions and resources of the internal audit function,
and that it has the necessary authority to carry out its work;

. review the internal audit programme and results of the internal audit process and, where
necessary, ensure that appropriate actions are taken on the recommendations of the
internal audit function;

. review any appraisal or assessment of the performance of members of the internal audit
function;

. approve any appointment or termination of senior staff members of the internal audit
function; and

. take cognizance of resignations of internal audit staff members and provide the resigning
staff member an opportunity to submit his reasons for resigning.

(h) To consider any related party transactions and conflict of interest situation that may arise within the

Company or Group including any transaction, procedure or course of conduct that raises questions of
management integrity;

(i) To report its findings on the financial and management performance, and other material matters to
the Board;

3) To consider the major findings of internal investigations and management’s response;

(k) To verify the allocation of employees’ share option scheme (“ESOS”) in compliance with the criteria

as stipulated in the by-laws of ESOS of the Company, if any;

() To determine the remit of the internal audit function;
(m) To consider other topics as defined by the Board; and
(n) To consider and examine such other matters as the Audit Committee considers appropriate.

ACTIVITIES OF THE COMMITTEE DURING THE YEAR

The Audit Committee is empowered to carry out the following duties during the financial year under review in
accordance with its term of reference :

(@) Reviewed the external auditors’ scope of work and audit plans for the year. Prior to the audit,
representatives from the external auditors presented their audit strategy and plan.

. (b) Reviewed with the external auditors, major issues arising from the audit.

(c) Reviewed the Group’s internal audit plan.

(d) Reviewed the internal audit reports. The Audit Committee was briefed on the audit reports issued and
on the issues raised by the Internal Auditors on various aspects of the system in operation, practices
and procedures and internal controls. Special notice was taken of significant issues raised in the audit
reports and that adequate corrective actions had been taken by the Operating Management to rectify
the weaknesses.

Annual Report 2007
[ |




ORNAPAPER BERHAD (573695-w)

(Incorporated in Malaysia)

Statement On Internal Control

INTRODUCTION

Pursuant to paragraph 15.27 (b) of the Listing Requirements of the Bursa Malaysia Securities Berhad
(Bursa Securities), the Board is pleased to provide the following statement on the state of internal control
of the group for the financial year ended 31 December 2007, which has been prepared in accordance with
the Statement on Internal Control - Guideline for Directors of Public Listed Companies issued by the
Institute of Internal Auditors Malaysia and adopted by the Bursa Securities.

BOARD RESPONSIBILITY

The Board recognises that it is responsible for the Group’s system of internal control and for reviewing its
adequacy and integrity.

The Group’s system of internal control is designed to manage the principal business risks that may impede
the Group for achieving its business objectives. Notwithstanding, as with any internal control system, the
Group’s system of internal control is designed to manage rather than eliminate the risk of failure to achieve
business objectives. In pursuing those objectives, these systems can only provide reasonable but not
absolute assurance against material misstatement or loss.

RISK MANAGEMENT FRAMEWORK

The Board recognises that effective risk management is part of good business management practices. The
Enterprise Risk Management Framework allows the Group to identify, evaluate and manage risks within
defined risk parameters that affect the achievement of the Group’s business objectives.

The Management Committee plays a pivotal role in continuously monitoring the implementation of the
mitigating action plans and assessing the relevance and adequacy of the risk management and control
process in light of changes to the Group’s risk profile.

Subsequent to the financial year ended 31 December 2007, the Group has commenced the work to
update the key risks profile with the assistance of external consultants and will present the updated key
risk profile to the Audit Committee when completed.

INTERNAL CONTROL MECHANISM

The Board entrusts the daily running of the business to the Managing Director (“MD”) and his management
team. The MD and his management team receive timely information pertaining to performance and
profitability of the Group through monthly and weekly reports which include quantitative and qualitative
trends and analyses.

N
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The MD plays a pivotal role in communicating the Board’s expectations of the systems of internal control to
management. This is achieved, on a day-to-day basis, through his active participation in the operations of
the business as well as attendance at various scheduled Management Committee meetings. The
Executive Directors meet with the Departmental Managers weekly to discuss Production, Operational,
Sales and Human Resource issues and monitors the progress of these issues through daily interaction
with the management team.

The other key elements of the Group’s existing system of internal controls are as follows:

* Quality Policy that clearly outlines the Group’s direction.

* Clear organisation structure with developed reporting lines that are ISO compliant.

* Scheduled Management Committee meetings involving the review of the Group’s operations,
financial performance and human resource matters.

* Monthly reports to the MD containing both financial and non-financial information.

* Employee Handbook stating the required Code of Conduct.

* An implicit understanding of the Company’s authority limits.

* Structured training for employees based on the annual training plan.

* An independent internal audit function.

* Internal Quality Audits as specified by ISO for certain subsidiaries. Results of these audits are
reported to the MD.

The system of internal controls was satisfactory and has not resulted in any significant breakdown or
weakness in the system of internal control of the Group that have resulted in material losses incurred by
the Group for the financial year ended 31 December 2007. The Group continues to take necessary
measures to strengthen its internal control structure and manage its risks.

ASSURANCE MECHANISM

The Audit Committee (“AC”) is tasked by the Board with the duty of reviewing and monitoring the
effectiveness of the Group’s systems of internal control.

The Company has an independent internal audit function to conduct review on internal controls. During the
financial year, the internal audit function has been fully outsourced to a professional service provider firm
and reports directly to the AC. The outsourced internal audit function reviews the key activities of the Group
on the basis of an annual audit plan approved by the AC. Reports and corrective actions arising from
internal audit reviews are reported to the AC.

CONCLUSION

The Board remains committed towards keeping with the ever-changing business environment in order to
support the Group’s business and size of operations. Cognisant of this fact, the Board in striving for
continuous improvement will put in place appropriate action plans, when necessary, to further enhance the
Group’s system of internal control.

The Statement is made in accordance with the resolution of the Board of Directors.
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The directors have pleasure in presenting their report together with the audited financial
statements of the Group and of the Company for the financial year ended 31 December 2007.

PRINCIPAL ACTIVITIES

The principal activities of the Company are investment holding and provision of management
services. The principal activities of the subsidiaries are manufacturing and sale of corrugated
boards and carton boxes and trading of wrapping paper materials.

There have been no significant changes in the nature of the principal activities during the
financial year.

RESULTS

Group Company

RM RM

Profit for the year from continuing operations 3,148,457 12,696,908
Loss for the year from discontinued operation (3,048,207) -
Profit for the year 100,250 12,696,908
Attributable to:
Equity holders of the Company 1,484,594 12,696,908
Minority interests (1,384,344)

100,250 12,696,908

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

In the opinion of the directors, the results of the operations of the Group and of the Company
during the financial year were not substantially affected by any item, transaction or event of a
material and unusual nature.

DIVIDEND

At the forthcoming Annual General Meeting, a final tax exempt dividend in respect of the
financial year ended 31 December 2007 of 1% on 75,250,601 ordinary shares, amounting to a
total dividend payable of RM752,506 (1 sen per share) will be proposed for shareholders'
approval. The financial statements for the current financial year do not reflect this proposed
dividend. Such dividend, if approved by the shareholders, will be accounted for in equity as an
appropriation of retained earnings in the financial year ending 31 December 2008.
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DIRECTORS

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

Lim Tau Lih

Tuan Haji Azhar bin Nayan
See Wan Seng

Siow Kee Yen

Adillah binti Ahmad Nordin
Ang Kwee Teng

DIRECTORS' BENEFITS

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

Since the end of the previous financial year, no director has received or become entitled to
receive a benefit (other than benefits included in the aggregate amount of emoluments received
or due and receivable by the directors or the fixed salary of a full-time employee of the Company
as shown in Note 7 to the financial statements) by reason of a contract made by the Company or
a related corporation with any director or with a firm of which he is a member, or with a company
in which he has a substantial financial interest, except as disclosed in Note 33 to the financial
statements.

DIRECTORS' INTERESTS

According to the register of directors' shareholdings, the interests of directors in office at the end
of the financial year in shares in the Company and its related corporations during the financial
year were as follows:

Number of Ordinary Shares of RM1 Each

1.1.2007 Acquired Sold 31.12.2007
Direct interest
Lim Tau Lih 5,374,045 - - 5,374,045 2
Tuan Haji Azhar bin Nayan 25,000 - - 25,000 7
Siow Kee Yen 5,000 - - 5,000
Adillah binti Ahmad Nordin 4,000 - - 4,000

[ |
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Number of Ordinary Shares of RM1 Each

E 1.1.2007 Acquired Sold 31.12.2007
Indirect interest
See Wan Seng 18,634,888 - - 18,634,888
Ang Kwee Teng 18,634,888 - - 18,634,888

Ang Kwee Teng and See Wan Seng, by virtue of their interests in shares in the Company, are
also deemed interested in shares in all the Company's subsidiaries to the extent that the
Company has an interest.

OTHER STATUTORY INFORMATION

(a) Before the income statements and balance sheets of the Group and of the Company were
made out, the directors took reasonable steps:

(i) to ascertain that proper action had been taken in relation to the writing off of bad debts
and the making of provision for doubtful debts and satisfied themselves that all known
bad debts had been written off and that adequate provision had been made for doubtful
debts; and

(ii) to ensure that any current assets which were unlikely to realise their values as shown in
the accounting records in the ordinary course of business had been written down to an
amount which they might be expected so to realise.

(b) At the date of this report, the directors are not aware of any circumstances which would:

(i) render the amount written off as bad debts or the amount provided for as doubtful debts
inadequate to any substantial extent; and

(ii) render the values attributed to the current assets in the financial statements of the Group
and of the Company misleading.

(c) Atthe date of this report, the directors are not aware of any circumstances which have arisen
which would render adherence to the existing method of valuation of assets or liabilities of
the Group and of the Company misleading or inappropriate.

(d) At the date of this report, the directors are not aware of any circumstances not otherwise
dealt with in this report or financial statements of the Group and of the Company which
would render any amount stated in the financial statements misleading.
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(e) As at the date of this report, there does not exist:-

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

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

(f) In the opinion of the directors:-
(i) no contingent or other liability has become enforceable or is likely to become
enforceable within the period of twelve months after the end of the financial year which

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

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

SIGNIFICANT EVENT

The significant event is disclosed in Note 36 to the financial statements.

AUDITORS

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

Signed on behalf of the Board in accordance with a resolution of the directors dated 24 April 2008.

N
(o]

LIM TAU LIH SEE WAN SENG
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STATEMENT BY DIRECTORS
PURSUANT TO SECTION 169 (15) OF THE COMPANIES ACT, 1965

We, LIM TAU LIH and SEE WAN SENG, being two of the directors of ORNAPAPER BERHAD,
do hereby state that, in the opinion of the directors, the accompanying financial statements set
out on pages 8 to 56 are drawn up in accordance with the provisions of the Companies Act, 1965
and applicable Financial Reporting Standards in Malaysia so as to give a true and fair view of
the financial position of the Group and of the Company as at 31 December 2007 and of the
results and the cash flows of the Group and of the Company for the year then ended.

Signed on behalf of the Board in accordance with a resolution of the directors dated 24 April 2008.

LIM TAU LIH SEE WAN SENG

STATUTORY DECLARATION
PURSUANT TO SECTION 169 (16) OF THE COMPANIES ACT, 1965

I, LIM TAU LIH, being the director primarily responsible for the financial management of
ORNAPAPER BERHAD, do solemnly and sincerely declare that the accompanying financial
statements set out on pages 8 to 56 are in my opinion correct, and | make this solemn
declaration conscientiously believing the same to be true and by virtue of the provisions of the
Statutory Declarations Act, 1960.

Subscribed and solemnly declared by the )
abovenamed LIM TAU LIH at Melaka in )
the State of Melaka on 24 April 2008. ) LIM TAU LIH

Before me,
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Report Of The Auditors To The
Members Of Ornapaper Berhad

We have audited the accompanying financial statements set out on pages 33 to 81. These
financial statements are the responsibility of the Company’s directors.

It is our responsibility to form an independent opinion, based on our audit, on the financial
statements and to report our opinion to you, as a body, in accordance with Section 174 of the
Companies Act, 1965 and for no other purpose. We do not assume responsibility to any other
person for the content of this report.

We conducted our audit in accordance with applicable Approved Standards on Auditing in
Malaysia. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by the directors, as well as evaluating the overall presentation of the
financial statements. We believe that our audit provides a reasonable basis for our opinion.

In our opinion:

(a) the financial statements have been properly drawn up in accordance with the provisions of
the Companies Act, 1965 and applicable Financial Reporting Standards in Malaysia so as to
give a true and fair view of :

(i) the financial position of the Group and of the Company as at 31 December 2007 and of
the results and the cash flows of the Group and of the Company for the year then ended;
and

(ii) the matters required by Section 169 of the Companies Act, 1965 to be dealt with in the
financial statements; and

(b) the accounting and other records and the registers required by the Act to be kept by the
Company and by its subsidiaries of which we have acted as auditors have been properly
kept in accordance with the provisions of the Act.

w
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Report Of The Auditors To The
Members Of Ornapaper Berhad

We have considered the financial statements and the auditors' reports thereon of the
subsidiaries of which we have not acted as auditors, as indicated in Note 16 to the financial
statements, being financial statements that have been included in the consolidated financial
statements.

We are satisfied that the financial statements of the subsidiaries that have been consolidated
with the financial statements of the Company are in form and content appropriate and proper for
the purposes of the preparation of the consolidated financial statements and we have received
satisfactory information and explanations required by us for those purposes.

The auditors' reports on the financial statements of the subsidiaries were not subject to any
qualification material to the consolidated financial statements and did not include any comment
required to be made under Section 174(3) of the Act.

ERNST & YOUNG WUN MOW SANG
AF: 0039 1821/12/08(J)
Chartered Accountants Partner

Melaka, Malaysia
Date: 24 April 2008
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(For The Year Ended 31 December 2007)

Continuing Operations
Revenue

Cost of sales

Gross profit

Other income
Administrative expenses
Selling and marketing expenses
Other expenses
Operating profit/(loss)
Interest expense
Profit/(loss) before tax
Tax (expense)/income
Profit for the year from
continuing operations
Discontinued Operation
Loss for the year from
discontinued operation
Profit/(loss) for the year

Attributable to:
Equity holders of the Company
Minority interests

Earnings/(loss) per share
attributable to equity holders
of the Company (sen):

Basic (continuing operations)
Basic (discontinued operation)
Basic, for profit/(loss) for the year

Diluted (continuing operations)
Diluted (discontinued operations)

Diluted, for profit/(loss) for the year

Note

10
10
10

10
10
10

[
"
u
Group Company
2007 2006 2007 2006
RM RM RM RM
(restated)
160,835,204 168,180,654 13,786,200 377,270
(130,656,899)  (142,427,665) - -
30,178,305 25,752,989 13,786,200 377,270
1,887,248 1,660,774 128,381 185,309
(7,668,307) (6,657,452) (342,344) (319,705)
(9,709,922) (9,556,034) (3,970) (1,716)
(6,023,071) (5,350,322) (95,287)  (12,095,144)
8,664,253 5,849,955 13,472,980 (11,853,986)
(5,227,593) (5,074,477) (162,443) (185,442)
3,436,660 775,478 13,310,537 (12,039,428)
(288,203) 219,387 (613,629) -
3,148,457 994,865 12,696,908 (12,039,428)
(3,048,207) (7,452,580) - -
100,250 (6,457,715) 12,696,908 (12,039,428)
1,484,594 (3,084,296) 12,696,908 (12,039,428)
(1,384,344) (3,373,419) - -
100,250 (6,457,715) 12,696,908 (12,039,428)
4.4 1.3
(2:2) (54)
2.2 (4.1)
44 1.3
(2.2) (54)
2.2 (4.1)

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

w
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= . As At 31 December 2007
u
Group Company
f 2007 2006 2007 2006
Note RM RM RM RM
(restated) (restated)
ASSETS
Non-current assets
Property, plant and equipment 12 74,370,052 117,811,993 - -
Investment property 13 409,242 418,477 - -
Prepaid land lease payments 14 14,663,406 14,779,560 - -
Goodwill 15 1,633,024 1,633,024 - -
Investment in subsidiaries 16 - - 75,585,432 84,497,035
Other investments 17 249,493 276,928 - -
Deferred tax assets 18 445,684 91,036 20,340 20,340
91,770,901 135,011,018 75,605,772 84,517,375
Current assets
Inventories 19 26,248,396 23,958,078 - -
Trade receivables 20 68,336,511 76,543,814 - -
Other receivables 21 3,953,094 3,533,935 4,705,344 48,014
Tax recoverable 1,005,943 1,596,696 130,595 130,595
Cash and bank balances 22 3,847,072 6,352,591 70,612 102,098
103,391,016 111,985,114 4,906,551 280,707
Assets of disposal group
classified as held for sale 9 66,563,476 - 8,911,603 -
169,954,492 111,985,114 13,818,154 280,707
TOTAL ASSETS 261,725,393 246,996,132 89,423,926 84,798,082
EQUITY AND LIABILITIES
Equity attributable to equity
holders of the Company
Share capital 23 75,250,601 75,250,601 75,250,601 75,250,601
Share premium 24 11,155,900 11,155,900 11,155,900 11,155,900
Foreign exchange reserve 25 (17,393) (1,699,820) - -
Retained earnings/
(Accumulated losses) 26 9,931,609 8,447,015 1,110,327  (11,586,581)
Foreign exchange reserve
relating to assets classified
as held for sale (1,999,337) - - -
Shareholders' equity 94,321,380 93,153,696 87,516,828 74,819,920
Minority interests 6,090,015 7,734,734 - -
Total equity 100,411,395 100,888,430 87,516,828 74,819,920
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Balance Sheets

Non-current liabilities
Long-term borrowings
Deferred tax liabilities
Non-current liabilities

Current liabilities
Short term borrowings
Trade payables

Other payables
Current tax payable

Liabilities directly associated with
assets classified as held for sale 9 44,662,515

Total liabilities
TOTAL EQUITY AND
LIABILITIES

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

Group Company
Note 2007 2006 2007 2006
RM RM RM RM
(restated) (restated)

27 13,362,377 24,124,193 1,387,564 1,972,526
18 3,680,068 3,670,747 - -
17,042,445 27,794,940 1,387,564 1,972,526

27 81,305,254 77,627,464 463,610 246,568
29 11,948,722 32,960,241 - -

30 6,251,573 7,706,536 55,924 7,759,068
103,489 18,521 - -

99,609,038 118,312,762 519,534 8,005,636

144,271,553 118,312,762 519,534 8,005,636
161,313,998 146,107,702 1,907,098 9,978,162

261,725,393 246,996,132 89,423,926 84,798,082
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Statements OF The

Changes In Equity
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ORNAPAPER BERHAD (573695-w)

(Incorporated in Malaysia)

Statements OF The
Changes In Equity

[ |
. ||
u
<+— Non-Distributable —> Distributable
E Retained
earnings/
Share Share (Accumulated
capital premium losses)
(Note 23) (Note 24) (Note 26) Total
RM RM RM RM
Company
At 1 January 2006 75,250,601 11,155,900 452,847 86,859,348
Loss for the year, representing total
recognised income and expense
for the year - - (12,039,428) (12,039,428)
At 31 December 2006 75,250,601 11,155,900 (11,586,581) 74,819,920
Profit for the year, representing total
recognised income and expense
for the year - - 12,696,908 12,696,908
At 31 December 2007 75,250,601 11,155,900 1,110,327 87,516,828
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The accompanying notes form an integral part of the financial statements.
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Cash Flow Statements

For The Year Ended 31 December 2007

CASH FLOWS FROM
OPERATING ACTIVITIES

Profit/(loss) before tax

- Continuing operations

- Discontinued operation
Adjustments for :

Depreciation

- Property, plant and equipment

- Investment property

Amortisation of land lease payments
Loss/(gain) on disposal of property,
plant and equipment

Impairment loss on investment

in subsidiary

Investment written off

Unrealised foreign exchange

losses/(gains)

Bad debts written off

Provision for doubtful debts
Dividend income

Interest expense

Interest income

Operating profit/(loss) before
working capital changes
(Increase)/decrease in inventories
Increase in receivables
Increase/(decrease) in payables
Cash generated from operations
Interest paid

Interest received

Taxes refunded/(paid)

Net cash (used in)/generated from
operating activities

Note

12
13
14

Group Company
2007 2006 2007 2006
RM RM RM RM
3,436,660 775,478 13,310,537  (12,039,428)
(3,048,207) (7,452,580) - -
8,756,348 9,331,962 - -
9,235 9,235 - -
252,428 220,112 - -
1,102,235 (55,795) - -
- - - 12,000,000
25,000 - - -
97,246 (182,494) (121,353) (174,906)
6,412 3,394 - -
2,842,029 (77,064) - -
(157) (819) - -
6,881,670 6,748,988 162,443 185,442
(99,740) (517,398) (246) (341)
20,261,159 8,803,019 13,351,381 (29,233)
(9,305,298) 767,503 - -
(12,856,536) (2,590,596) (4,657,330) (73,806)
5,917,120 10,308,864 (7,703,144) 590,032
4,016,445 17,288,790 990,907 486,993
(6,881,670) (6,748,988) (162,443) (185,442)
99,740 517,398 246 341
42,191 (17,855) (613,629) 49,672
(2,723,294) 11,039,345 215,081 351,564
39
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(Incorporated in Malaysia)

Cash Flow Statements

Note

CASH FLOWS FROM
INVESTING ACTIVITIES

Net dividends received

Decrease in other investments

Proceeds from disposal of

property, plant and equipment

Prepaid land lease payments 14
Purchase of property, plant and

equipment

12(c)

Net cash used in investing activities

CASH FLOWS FROM
FINANCING ACTIVITIES

Repayment of term loans
Repayment of finance lease payables
Short term borrowings

Net cash generated from/(used in)
financing activities

CASH AND CASH EQUIVALENTS

Net increase/(decrease) during the year
Effect of foreign exchange rate changes
At beginning of year

At end of year

22

Group Company
2007 2006 2007 2006
RM RM RM RM
157 819 - -
- 613 - -
601,240 842,026 - -
(581,708) - - -
(5,800,292) (1,585,480) - -
(5,780,603) (742,022) - -
(6,138,269) (17,578,586) (246,567) (266,000)
(3,558,303) (3,626,547) - -
19,219,285 (639,953) - -
9,522,713 (21,845,086) (246,567) (266,000)
1,018,816  (11,547,763) (31,486) 85,564
1,006,442 2,893,177 - -
(6,054,907) 2,599,679 102,098 16,534
(4,029,649) (6,054,907) 70,612 102,098

The accompanying notes form an integral part of the financial statements.
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Notes To The Financial Statements

31 December 2007 |

1. CORPORATE INFORMATION

The Company is a public limited liability company, incorporated and domiciled in Malaysia, and is listed on
the Main Board of Bursa Malaysia Securities Berhad. The principal place of business is situated at No. 8998,
Kawasan Perindustrian Peringkat IV, Batu Berendam, 75350 Melaka, Malaysia.

The principal activities of the Company are investment holding and provision of management services. The
principal activities of the subsidiaries are manufacturing and sale of corrugated boards and carton boxes and
trading of wrapping paper materials. There have been no significant changes in the nature of the principal
activities during the financial year.

The financial statements were authorised for issue by the Board of Directors in accordance with a resolution
of the directors on 24 April 2008.

2. SIGNIFICANT ACCOUNTING POLICIES

2.1 Basis of Preparation

The financial statements comply with the provisions of the Companies Act, 1965 and applicable Financial
Reporting Standards in Malaysia ("FRS"). At the beginning of the current financial year, the Company

adopted new and revised FRSs as described fully in Note 2.3.

The financial statements of the Company have also been prepared on a historical basis, unless otherwise
indicated in the accounting policies below.

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

2.2 Summary of Significant Accounting Policies

(a) Subsidiaries and Basis of Consolidation

(iy  Subsidiaries
Subsidiaries are entities over which the Group has the ability to control the financial and operating
policies so as to obtain benefits from their activities. The existence and effect of any potential voting
rights that are currently exercisable or convertible are considered when assessing whether the Group
has such power over another entity.
In the Company’s separate financial statements, investments in subsidiaries are stated at cost less

impairment losses. On disposal of such investments, the difference between net disposal proceeds
and their carrying amounts is included in profit or loss.

B
—_

Annual Report 2007



ORNAPAPER BERHAD (573695-w)

(Incorporated in Malaysia)

Annual Report 2007

(ii)

(b)

Notes To The Financial Statements

| 31 December 2007

Basis of Consolidation

The consolidated financial statements comprise the financial statements of the Company and its
subsidiaries as at the balance sheet date. The financial statements of the subsidiaries are prepared for
the same reporting date as the Company.

Subsidiaries are consolidated from the date of acquisition, being the date on which the Group obtains
control, and continue to be consolidated until the date that such control ceases. In preparing the
consolidated financial statements, intragroup balances, transactions and unrealised gains or losses are
eliminated in full. Uniform accounting policies are adopted in the consolidated financial statements for
like transactions and events in similar circumstances.

Acquisitions of subsidiaries are accounted for using the purchase method. The purchase method of
accounting involves allocating the cost of the acquisition to the fair values of the assets acquired and
liabilities and contingent liabilities assumed at the date of acquisition. The cost of an acquisition is
measured as the aggregate of the fair values, at the date of exchange, of the assets given, liabilities
incurred or assumed, and equity instruments issued, plus any costs directly attributable to the
acquisition.

Any excess of the cost of the acquisition over the Group’s interest in the net fair value of the identifiable
assets, liabilities and contingent liabilities represents goodwill. Any excess of the Group’s interest in the
net fair value of the identifiable assets, liabilities and contingent liabilities over the cost of acquisition is
recognised immediately in profit or loss.

Minority interests represent the portion of profit or loss and net assets in subsidiaries not held by the
Group. It is measured at the minorities’ share of the fair value of the subsidiaries’ identifiable assets
and liabilities at the acquisition date and the minorities’ share of changes in the subsidiaries’ equity
since then.

Goodwill

Goodwill acquired in a business combination is initially measured at cost being the excess of the cost of
business combination over the Group’s interest in the net fair value of the identifiable assets, liabilities and
contingent liabilities. Following the initial recognition, goodwill is measured at cost less any accumulated
impairment losses. Goodwill is not amortised but is, instead, reviewed for impairment annually or more
frequently if events or changes in circumstances indicate that the carrying value may be impaired. Gains and
losses on the disposal of an entity include the carrying amount of goodwill relating to the entity sold.

Prior to 1 January 2006, negative goodwill was stated at cost and offsetted against goodwill which was stated
at cost less impairment loss and are not amortised. Under FRS 3, which became applicable during the
previous year, the negative goodwill as at 1 January 2006 of RM4,815,190 was derecognised with a
corresponding increase in retained earnings.



ORNAPAPER BERHAD (573695-w)

(Incorporated in Malaysia)

Notes To The Financial Statements

31 December 2007 |

(c) Property, Plant and Equipment and Depreciation

All items of property, plant and equipment are initially recorded at cost. Subsequent costs are included in the
asset’s carrying amount or recognised as a separate asset, as appropriate, only when it is probable that
future economic benefits associated with the item will flow to the Group and the cost of the item can be
measured reliably. The carrying amount of the replaced part is derecognised. All other repairs and
maintenance are charged to the income statement during the financial period in which they are incurred.

Subsequent to recognition, property, plant and equipment are stated at cost less accumulated depreciation
and any accumulated impairment losses.

Capital work-in-progress is not depreciated. Depreciation of other property, plant and equipment is provided
for on a straight line basis to write off the cost of each asset to its residual value over the estimated useful life
at the following annual rates :

Factory building 2%
Plant and machinery, factory equipment and electrical installation 5% - 20%
Other assets 10% - 20%

The residual values, useful life and depreciation method are reviewed at each financial year-end to ensure
that the amount, method and period of depreciation are consistent with previous estimates and the expected
pattern of consumption of the future economic benefits embodied in the items of property, plant and
equipment.

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits
are expected from its use or disposal. The difference between the net disposal proceeds, if any, and the net
carrying amount is recognised in profit or loss.

(d) Investment Properties

Investment properties are properties which are held either to earn rental income or for capital appreciation or
for both. Such properties are initially measured at cost, including transaction costs. Subsequent to
recognition, investment properties are stated at cost less accumulated depreciation and any accumulated
impairment losses. Freehold land is not depreciated. Other investment properties are depreciated on a
straight line basis over the estimated useful life of 50 years.

Investment properties are derecognised when either they have been disposed of or when the investment
property is permanently withdrawn from use and no future economic benefit is expected from its disposal.
Any gains or losses on the retirement or disposal of an investment property are recognised in profit or loss in
the year in which they arise.

A property interest under an operating lease is classified and accounted for as an investment property on a
property-by-property basis when the Group holds it to earn rentals or for capital appreciation or both. Any
such property interest under an operating lease classified as an investment property is carried at fair value.

Annual Report 2007
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Notes To The Financial Statements

(e) Impairment of Non-Financial Assets

The carrying amounts of assets, other than investment property, inventories, deferred tax assets and non-
current assets (or disposal groups) held for sale, if any, are reviewed at each balance sheet date to
determine whether there is any indication of impairment. If any such indication exists, the asset’s
recoverable amount is estimated to determine the amount of impairment loss.

For goodwill, intangible assets that have an indefinite useful life and intangible assets that are not yet
available for use, the recoverable amount is estimated at each balance sheet date or more frequently when
indicators of impairment are identified.

For the purpose of impairment testing of these assets, recoverable amount is determined on an individual
asset basis unless the asset does not generate cash flows that are largely independent of those from other
assets. If this is the case, recoverable amount is determined for the cash-generating unit ("CGU") to which
the asset belongs to. Goodwill acquired in a business combination is, from the acquisition date, allocated to
each of the Group’s CGUs, or groups of CGUs, that are expected to benefit from the synergies of the
combination, irrespective of whether other assets or liabilities of the Group are assigned to those units or
groups of units.

An asset’s recoverable amount is the higher of an asset’'s or CGU’s fair value less costs to sell and its value
in use. In assessing value in use, the estimated future cash flows are discounted to their present value using
a pre-tax discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset. Where the carrying amount of an asset exceeds its recoverable amount, the asset is
considered impaired and is written down to its recoverable amount. Impairment losses recognised in respect
of a CGU or groups of CGUs are allocated first to reduce the carrying amount of any goodwill allocated to
those units or groups of units and then, to reduce the carrying amount of the other assets in the unit or
groups of units on a pro-rata basis.

An impairment loss is recognised in profit or loss in the period in which it arises. Impairment loss on goodwiill
is not reversed in a subsequent period. An impairment loss for an asset other than goodwill is reversed if,
and only if, there has been a change in the estimates used to determine the asset’s recoverable amount
since the last impairment loss was recognised. The carrying amount of an asset other than goodwill is
increased to its revised recoverable amount, provided that this amount does not exceed the carrying amount
that would have been determined (net of amortisation or depreciation) had no impairment loss been
recognised for the asset in prior years. A reversal of impairment loss for an asset other than goodwill is
recognised in profit or loss.

(f) Inventories

Inventories are stated at lower of cost and net realisable value.

Cost is determined using the weighted average method. The cost of raw materials comprises costs of
purchase. The costs of finished goods and work-in-progress comprise costs of raw materials, direct labour,
other direct costs and appropriate proportions of manufacturing overheads based on normal operating
capacity.
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(Incorporated in Malaysia)

Notes To The Financial Statements

Net realisable value is the estimated selling price in the ordinary course of business less the estimated costs

of completion and the estimated costs necessary to make the sale.

(9)

Financial Instruments

Financial instruments are recognised in the balance sheet when the Group has become a party to the
contractual provisions of the instrument.

Financial instruments are classified as liabilities or equity in accordance with the substance of the contractual
arrangement. Interest, dividends, gains and losses relating to a financial instrument classified as a liability,
are reported as expense or income. Distributions to holders of financial instruments classified as equity are
recognised directly in equity. Financial instruments are offset when the Group has a legally enforceable right
to offset and intends to settle either on a net basis or to realise the asset and settle the liability
simultaneously.

(i)

(ii)

(iif)

(iv)

(v)

Cash and Cash Equivalents

For the purposes of the cash flow statements, cash and cash equivalents include cash on hand and at
bank, net of outstanding bank overdrafts.

Other Non-Current Investments

Non-current investments other than investments in subsidiaries are stated at cost less impairment
losses. On disposal of an investment, the difference between net disposal proceeds and its carrying
amount is recognised in profit or loss.

Marketable Securities

Marketable securities are carried at the lower of cost and market value, determined on an aggregate
basis. Cost is determined on the weighted average basis while market value is determined based on
quoted market values. Increases or decreases in the carrying amount of marketable securities are
recognised in profit or loss. On disposal of marketable securities, the difference between net disposal
proceeds and the carrying amounts is recognised in profit or loss.

Trade Receivables

Trade receivables are carried at anticipated realisable values. Bad debts are written off when identified.
An estimate is made for doubtful debts based on a review of all outstanding amounts as at the balance
sheet date.

Trade Payables

Trade payables are stated at cost which is the fair value of the consideration to be paid in the future for
goods and services received.
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(vi)

(vii)

(h)
(i)

Notes To The Financial Statements

Interest-Bearing Borrowings

All loans and borrowings are initially recognised at the fair value of the consideration received less
directly attributable transaction costs. After initial recognition, interest bearing loans and borrowings are
subsequently measured at amortised cost using the effective interest method.

Equity Instruments

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

The transaction costs of an equity transaction are accounted for as a deduction from equity, net of tax.
Equity transaction costs comprise only those incremental external costs directly attributable to the
equity transaction which would otherwise have been avoided.

The consideration paid, including attributable transaction costs on repurchased ordinary shares of the
Company that have not been cancelled, are classified as treasury shares and presented as a deduction
from equity. No gain or loss is recognised in profit or loss on the sale, re-issuance or cancellation of
treasury shares. When treasury shares are reissued by resale, the difference between the sales
consideration and the carrying amount is recognised in equity.

Leases
Classification

A lease is recognised as a finance lease if it transfers substantially to the Group all the risks and
rewards incidental to ownership. Leases of land and buildings are classified as operating or finance
leases in the same way as leases of other assets and the land and buildings elements of a lease of
land and buildings are considered separately for the purposes of lease classification. All leases that do
not transfer substantially all the risks and rewards are classified as operating leases, with the following
exception:

- Property held under operating leases that would otherwise meet the definition of an investment
property is classified as an investment property on a property-by-property basis and, if classified
as investment property, is accounted for as if held under a finance lease; and

- Land held for own use under an operating lease, the fair value of which cannot be measured
separately from the fair value of a building situated thereon at the inception of the lease, is
accounted for as being held under a finance lease, unless the building is also clearly held under
an operating lease.
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Notes To The Financial Statements

(i)  Finance Leases - the Group as Lessee

Assets acquired by way of hire purchase or finance leases are stated at an amount equal to the lower
of their fair values and the present value of the minimum lease payments at the inception of the leases,
less accumulated depreciation and impairment losses. The corresponding liability is included in the
balance sheet as borrowings. In calculating the present value of the minimum lease payments, the
discount factor used is the interest rate implicit in the lease, when it is practicable to determine;
otherwise, the Group’s incremental borrowing rate is used. Any initial direct costs are also added to the
carrying amount of such assets.

Lease payments are apportioned between the finance costs and the reduction of the outstanding
liability. Finance costs, which represent the difference between the total leasing commitments and the
fair value of the assets acquired, are recognised in the profit or loss over the term of the relevant lease
so as to produce a constant periodic rate of charge on the remaining balance of the obligations for each
accounting period.

The depreciation policy for leased assets is in accordance with that for depreciable property, plant and
equipment as described in Note 2.2(c).

(iii) Operating Leases - the Group as Lessee

Operating lease payments are recognised as an expense on a straight-line basis over the term of the
relevant lease. The aggregate benefit of incentives provided by the lessor is recognised as a reduction
of rental expense over the lease term on a straight-line basis.

In the case of a lease of land and buildings, the minimum lease payments or the up-front payments
made are allocated, whenever necessary, between the land and the buildings elements in proportion to
the relative fair values for leasehold interests in the land element and buildings element of the lease at
the inception of the lease. The up-front payment represents prepaid lease payments and are amortised
on a straight-line basis over the lease term.

(iv) Operating Leases - the Group as Lessor

Assets leased out under operating leases are presented on the balance sheets according to the nature
of the assets. Rental income from operating leases is recognised on a straight-line basis over the term
of the relevant lease. Initial direct costs incurred in negotiating and arranging an operating lease are
added to the carrying amount of the leased asset and recognised on a straight-line basis over the lease
term.

(i) Income Tax

Income tax on the profit or loss for the year comprises current and deferred tax. Current tax is the expected
amount of income taxes payable in respect of the taxable profit for the year end and is measured using the
tax rates that have been enacted at the balance sheet date.
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Notes To The Financial Statements

Deferred tax is provided for, using the liability method, on temporary differences at the balance sheet date
between the tax bases of assets and liabilities and their carrying amounts in the financial statements. In
principle, deferred tax liabilities are recognised for all taxable temporary differences and deferred tax assets
are recognised for all deductible temporary differences, unused tax losses and unused tax credits to the
extent that it is probable that taxable profit will be available against which the deductible temporary
differences, unused tax losses and unused tax credits can be utilised. Deferred tax is not recognised if the
temporary difference arises from goodwill or from the initial recognition of an asset or liability in a transaction
which is not a business combination and at the time of the transaction, affects neither accounting profit nor
taxable profit.

Deferred tax is measured at the tax rates that are expected to apply in the period when the asset is realised
or the liability is settled, based on tax rates that have been enacted or substantively enacted at the balance
sheet date. Deferred tax is recognised as income or an expense and included in the profit or loss for the
period, except when it arises from a transaction which is recognised directly in equity, in which case the
deferred tax is also recognised directly in equity, or when it arises from a business combination that is an
acquisition, in which case the deferred tax is included in the resulting goodwill or the amount of any excess of
the acquirer’s interest in the net fair value of the acquiree’s identifiable assets, liabilities and contingent
liabilities over the cost of the combination.

(i) Employee Benefits
(i)  Short Term Benefits

Wages, salaries, bonuses and social security contributions are recognised as an expense in the year in
which the associated services are rendered by employees. Short term accumulating compensated
absences such as paid annual leave are recognised when services are rendered by employees that
increase their entittement to future compensated absences. Short term non-accumulating
compensated absences such as sick leave are recognised when the absences occur.

(i)  Defined Contributions Plans

Defined contribution plans are post-employment benefit plans under which the Group pays fixed
contributions into separate entities or funds and will have no legal or constructive obligation to pay
further contributions if any of the funds do not hold sufficient assets to pay all employee benefits relating
to employee services in the current and preceding financial years. Such contributions are recognised
as an expense in the profit or loss as incurred. As required by law, companies in Malaysia make such
contributions to the Employees Provident Fund. Some of the Group’s foreign subsidiaries also make
contributions to their respective countries’ statutory pension schemes.

(k) Revenue Recognition
Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and

the revenue can be reliably measured. The following specific recognition criteria must also be met before
revenue is recognised:
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(ii)

(iif)

U)
(i)

(ii)

Sale of Goods

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

Dividend Income

Dividend income is recognised when the right to receive payment is established.
Management Fee

Management fee is recognised when service is rendered.

Foreign Currencies
Functional and Presentation Currency

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

Foreign Currency Transactions

In preparing the financial statements of the individual entities, transactions in currencies other than the
entity’s functional currency (foreign currencies) are recorded in the functional currencies using the
exchange rates prevailing at the dates of the transactions. At each balance sheet date, monetary items
denominated in foreign currencies are translated at the rates prevailing on the balance sheet date. Non-
monetary items carried at fair value that are denominated in foreign currencies are translated at the
rates prevailing on the date when the fair value was determined. Non-monetary items that are
measured in terms of historical cost in a foreign currency are not translated.

Exchange differences arising on the settlement of monetary items, and on the translation of monetary
items, are included in profit or loss for the period except for exchange differences arising on monetary
items that form part of the Group’s net investment in foreign operation. Exchange differences arising
on monetary items that form part of the Group’s net investment in foreign operation, where that
monetary item is denominated in either the functional currency of the reporting entity or the foreign
operation, are initially taken directly to the foreign currency translation reserve within equity until the
disposal of the foreign operations, at which time they are recognised in profit or loss.

N
(o]
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Exchange differences arising on monetary items that form part of the Group’s net investment in foreign
operation, where that monetary item is denominated in a currency other than the functional currency of
either the reporting entity or the foreign operation, are recognised in profit or loss for the period.
Exchange differences arising on monetary items that form part of the Company’s net investment in
foreign operation, regardless of the currency of the monetary item, are recognised in profit or loss in the
Company’s financial statements or the individual financial statements of the foreign operation, as
appropriate.

Exchange differences arising on the translation of non-monetary items carried at fair value are included
in profit or loss for the period except for the differences arising on the translation of non-monetary items
in respect of which gains and losses are recognised directly in equity. Exchange differences arising
from such non-monetary items are also recognised directly in equity.

(iii)  Foreign Operations

The results and financial position of foreign operations that have a functional currency different from the
presentation currency (RM) of the consolidated financial statements are translated into RM as follows:

- Assets and liabilities for each balance sheet presented are translated at the closing rate prevailing
at the balance sheet date;

- Income and expenses for each income statement are translated at average exchange rates for the
year, which approximates the exchange rates at the dates of the transactions; and

- All resulting exchange differences are taken to the foreign currency translation reserve within
equity.

Goodwill and fair value adjustments arising on the acquisition of foreign operations on or after 1
January 2007 are treated as assets and liabilities of the foreign operations and are recorded in the
functional currency of the foreign operations and translated at the closing rate at the balance sheet
date. Goodwill and fair value adjustments which arose on the acquisition of foreign subsidiaries before
1 January 2007 are deemed to be assets and liabilities of the parent company and are recorded in RM
at the rates prevailing at the date of acquisition.

(m) Borrowing Costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which
are assets that necessarily take a substantial period of time to get ready for their intended use or sale, are
added to the cost of those assets, until such time as the assets are substantially ready for their intended use
or sale. Investment income earned on the temporary investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in the period in which they are incurred.
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(o) Non-current Assets (or Disposal Groups) Held for Sale and Discontinued Operation

Non-current assets (or disposal groups) are classified as held for sale if their carrying amount will be
recovered principally through a sale transaction rather than through continuing use. This condition is
regarded as met only when the sale is highly probable and the asset (or disposal group) is available for
immediate sale in its present condition subject only to terms that are usual and customary.

Immediately before classification as held for sale, the measurement of the non-current assets (or all the
assets and liabilities in a disposal group) is brought up-to-date in accordance with applicable FRSs. Then, on
initial classification as held for sale, non-current assets or disposal groups (other than investment properties,
deferred tax assets, employee benefits assets, financial assets and inventories) are measured in accordance
with FRS 5 that is at the lower of carrying amount and fair value less costs to sell. Any differences are
included in profit or loss.

A component of the Group is classified as a discontinued operation when the criteria to be classified as held
for sale have been met or it has been disposed of and such a component represents a separate major line of
business or geographical area of operations, is part of a single co-ordinated major line of business or
geographical area of operations or is a subsidiary acquired exclusively with a view to resale.

2.3 Changes in Accounting Policies and Effects Arising from Adoption of New and Revised FRSs

The Malaysian Accounting Standards Board ("MASB") has issued the following new and revised FRSs that
are effective for financial periods beginning on or after 1 October 2006 and 1 January 2007 and the Group
has also early adopted FRS 112 - Income Taxes, for its financial period beginning 1 January 2007:

(i) FRS 6 - Exploration for and Evaluation of Mineral Resources

(i)  FRS 112 - Income Taxes

(i) FRS 117 - Leases

(iv) FRS 124 - Related Party Disclosures

(v) Amendment to FRS 1192004 - Employee Benefits - Actuarial Gains and Losses, Group Plans
and Disclosures

The new and revised FRSs above do not have any other significant impact on the financial statements of the
Company except for the changes in accounting policies and their effects as follows:

(i) FRS 112 -Income Taxes

Prior to 1 January 2007, recognition of deferred tax on assets that qualify for re-investment or other
similar allowances in excess of normal capital allowances was prohibited. The adoption of the revised
FRS 112 has resulted in a change in the accounting policy whereby deferred tax is to be recognised on
such unused allowances to the extent that it is probable that future taxable profit will be available
against which these unused allowances can be utilised.

(@]
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FRS 117 - Leases

Prior to 1 January 2007, leasehold land held for own use was classified as property, plant and
equipment and was stated at cost less accumulated depreciation and impairment losses, if any. The
adoption of the revised FRS 117 has resulted in a change in the accounting policy whereby leases of
land and buildings are classified as operating or finance leases in the same way as leases of other
assets and the land and buildings elements of a lease of land and buildings are considered separately
for the purposes of lease classification. Leasehold land held for own use is now classified as operating
lease and where necessary, the minimum lease payments or the up-front payments made are allocated
between the land and the buildings elements in proportion to the relative fair values for leasehold
interests in the land element and buildings element of the lease at the inception of the lease. The up-
front payment represents prepaid lease payments and are amortised on a straight-line basis over the
lease term.

(ili) FRS 124 - Related Party Disclosures

The adoption of FRS 124 gave rise to additional disclosures on related party transactions and balances
but has no effect on the results and financial position of the Group and of the Company.

2.4 Effects of new and revised FRSs on the current year's financial statements
The changes in accounting policies as a result of the new and revised FRSs as disclosed in Note 2.3 had

the effect of increasing/(decreasing) the line items in the Group's financial statements for the current financial
year by the following amounts:

Annual Report 2007

Effect of Effect of
FRS 112 FRS 117 Total
RM RM RM

Balance sheet
Deferred tax assets 445,684 - 445,684
Deferred tax liabilities (4,805,188) - (4,805,188)
Retained profits 4,805,188 - 4,805,188
Property, plant and equipment - (14,663,406)  (14,663,406)
Prepaid land lease payments - 14,663,406 14,663,406
Income statement
Tax expense 590,832 - 590,832
Profit for the year (590,832) - (590,832)

There is no impact on the Company's financial statements for the current year.
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The following comparatives in the Group's financial statements have been restated as follows:
Previously Effect of Effect of
stated FRS 112 FRS 117 Restated
RM RM RM RM

Balance sheet
Property, plant and equipment 132,591,553 - (14,779,560) 117,811,993
Prepaid land lease payments - - 14,779,560 14,779,560
Deferred tax liability 9,512,451 (5,841,704) - 3,670,747
Retained profits:
At 1 January 2006 5,624,094 5,907,217 - 11,531,311
At 31 December 2006 2,605,311 5,841,704 - 8,447,015
Income statement
Tax income 284,900 (65,513) - 219,387
Loss for the year (6,392,202) (65,513) - (6,457,715)

There is no impact on the comparatives in the Company's financial statements.

2.5 Standards and Interpretations Issued but Not Yet Effective

At the date of authorisation of these financial statements, the following FRSs, amendments to FRSs and
Interpretations were issued but not yet effective and have not been applied by the Company:

(i) FRS 107 - Cash Flow Statements
(i) FRS 111 - Construction Contracts
(i) FRS 118 - Revenue

(iv) FRS 120 - Accounting for Government Grants and Disclosure of Government

(v) FRS 134 - Interim Financial Reporting

(vi) FRS 137 - Provisions, Contingent Liabilities and Contingent Assets
(vii) FRS 139 - Financial Instruments : Recognition and Measurement

(viii) Amendment to FRS 121 - The Effect of Changes in Foreign Exchange Rates

(ix) IC Interpretation 1 - Changes in Existing Decommissioning, Restoration & Similar

(x) IC Interpretation 2 - Members' Shares in Co-operative Entities & Similar Instruments

(xi) IC Interpretation 5 - Rights to Interests arising from Decommissioning, Restoration & Environmental

Rehabilitation Funds

(xii) ICInterpretation 6 - Liabilities arising from Participating in a Specific Market - Waste Electrical &

Electronic Equipment

(xiii) I1C Interpretation 7 - Applying the Restatement Approach under IAS 29 Financial Reporting in

Hyperinflationary Economies
(xiv) IC Interpretation 8 - Scope of FRS 2

(&)
w

Annual Report 2007



ORNAPAPER BERHAD (573695-w)

(Incorporated in Malaysia)

Annual Report 2007

Notes To The Financial Statements

The above FRSs, amendments to FRSs and Interpretations, except for FRS 139, will become effective for
financial periods beginning on or after 1 July 2007 and are expected to have no significant impact on the
financial statements of the Group and of the Company upon their initial application. The Group and the
Company are exempted from disclosing the possible impact, if any, to the financial statements upon the initial
application of FRS 139, the effective date of which has been deferred.

2.6 Significant Accounting Estimates and Judgements
(a) Critical Judgements Made in Applying Accounting Policies

There were no critical judgments made by management in the process of applying the Company's accounting
policies that could have any significant effect on the amounts recognised in the financial statements.

(b) Key Sources of Estimation Uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at the balance
sheet date that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year are discussed below.

(i) Depreciation of plant and machinery

The cost of plant and machinery for the manufacture of carton boxes is depreciated on a straight-line
basis over the assets’ useful lives. Management estimates the useful lives of these plant and
machinery to be within 5 to 20 years which are common life expectancies applied in the industry.
Changes in the expected level of usage and technological developments could impact the economic
useful lives and the residual values of these assets, therefore future depreciation charges could be
revised.

(i)  Impairment of goodwill

The Group determines whether goodwill are impaired at least on an annual basis. This requires an
estimation of the value-in-use of the cash-generating units (“CGU”) to which goodwill are allocated.
Estimating a value-in-use amount requires management to make an estimate of the expected future
cash flows from the CGU and also to choose a suitable discount rate in order to calculate the present
value of those cash flows. The carrying amount of goodwill as at 31 December 2007 is RM1,633,024
(2006 : RM1,633,024) . Further details are disclosed in Note 15.

(iii) Deferred tax assets

Deferred tax assets are recognised for all unabsorbed tax losses, capital allowances and re-investment
allowances to the extent that it is probable that taxable profit will be available against which the tax
losses and such allowances can be utilised. Significant management judgment is required to
determine the amount of deferred tax assets that can be recognised, based upon the likely timing and
level of future taxable profits together with future tax planning strategies. The total carrying value of
unutilised tax losses and unabsorbed allowances of the Group and of the Company relating to
continuing operations was RM21,853,000 (2006: RM23,659,000), all of which was recognised as
deferred tax assets.
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3. REVENUE

Sales of goods
Dividend income from subsidiary
Management fees from subsidiaries

4. OTHER INCOME

Dividend income on equity investments,
quoted in Malaysia

Foreign exchange differences

Interest income

Office rental received

Insurance claim

Others

5. PROFIT/(LOSS) BEFORE TAX

The following amounts have been included at arriving at profit/(loss) before tax:

Employee benefits expense (Note 6)
Non-executive directors' remuneration
(Note 7)

Auditors’ remuneration

- Statutory audit (current year)

- Statutory audit (prior year)

- Other services

Group Company
2007 2006 2007 2006
RM RM RM RM
160,835,204 168,180,654 - -
- - 13,636,200 227,270
- - 150,000 150,000
160,835,204 168,180,654 13,786,200 377,270
Group Company
2007 2006 2007 2006
RM RM RM RM
157 819 - -
128,135 839,965 128,135 184,968
64,962 498,188 246 341
236,400 175,100 - -
1,281,784 - - -
175,810 146,702 - -
1,887,248 1,660,774 128,381 185,309
Group Company
2007 2006 2007 2006
RM RM RM RM
17,933,947 18,739,852 13,428 107,930
128,420 101,500 89,500 71,500
112,197 112,109 27,000 25,000
- (4,300) - 9,250
16,965 68,460 41,317 41,000

(&)
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Annual Report 2007



ORNAPAPER BERHAD (573695-w)

(Incorporated in Malaysia)

Notes To The Financial Statements

[ ]
. ||
u
- Group Company
. 2007 2006 2007 2006
RM RM RM RM
Bad debts written off 6,412 3,394 - -
Provision for doubtful debts 1,978,481 (292,098) - -
Foreign exchange losses 127,497 - - -
Impairment loss on investment
in subsidiary - - - 12,000,000
Depreciation
- Property, plant and equipment (Note 12) 5,952,532 6,460,044 - -
- Investment property (Note 13) 9,235 9,235 - -
Amortisation of prepaid land lease
payments (Note 14) 243,148 210,832 - -
Loss/(gain) on disposal of property,
plant and equipment 1,102,235 (55,795) - -
Investment written off 25,000 - - -
Minimum operating lease payments
- Land and buildings 600,607 590,130 - -
- Plant and equipment 17,400 13,200 - -
Rental receivable from operating leases (236,400) (175,100) - -
Gross dividend (157) (819) - -
6. EMPLOYEE BENEFITS EXPENSE
Group Company
2007 2006 2007 2006
RM RM RM RM
Executive directors (Note 7)
Directors of the Company 1,013,269 841,753 13,000 40,500
Other directors of subsidiaries 506,591 371,635 - -
1,519,860 1,213,388 13,000 40,500
Other key management personnel
Salaries and wages 156,815 123,521 - -
Defined contribution plans 17,110 14,860 - -
173,925 138,381 - -
Other staff costs
Salaries and wages 11,846,415 12,294,401 - 55,500
Defined contribution plans 948,492 1,044,172 - 11,520
Other related costs 3,445,255 4,049,510 428 410
16,240,162 17,388,083 428 67,430
17,933,947 18,739,852 13,428 107,930
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7. DIRECTORS' REMUNERATION

Group Company
2007 2006 2007 2006
RM RM RM RM
Directors of the Company
Executive (Note 6):
Fees 120,000 120,000 - 30,000
Salaries and other emoluments 798,150 650,131 13,000 10,500
Defined contribution plans 95,119 71,622 - -
1,013,269 841,753 13,000 40,500
Estimated money value of benefits-in-kind 31,748 63,140 - -
1,045,017 904,893 13,000 40,500
Non-Executive (Note 5):
Fees 112,000 92,500 77,000 62,500
Other emoluments 16,000 9,000 12,500 9,000
Defined contribution plans 420 - - -
128,420 101,500 89,500 71,500
Other directors of subsidiaries
Executive (Note 6):
Salaries and other emoluments 453,265 332,070 - -
Defined contribution plans 53,326 39,565 - -
506,591 371,635 - -
Estimated money value of benefits-in-kind 23,900 - - -
530,491 371,635 - -
Total directors' remuneration including
benefits-in-kind 1,703,928 1,378,028 102,500 112,000

The number of director of the Company whose total remuneration during the year received from the Group that
fell within the following bands is ananysed below:

2007 2006
Executive directors
RM50,001 to RM100,000 - 2
RM100,001 to RM150,000 1 -
RM200,001 to RM250,000 - 1
RM250,001 to RM300,000 1 -
RM500,001 to RM550,000 - 1
RM600,001 to RM650,000 1 -
Non-executive directors
Below RM50,000 3 3 57
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8. TAX EXPENSE/(INCOME)

[ ]
. Group Company
2007 2006 2007 2006
RM RM RM RM
Current tax:
Malaysian income tax 633,377 77,622 613,629 -
Foreign tax - 13,444 - -
Underprovision in prior years 153 - - -
633,530 91,066 613,629 -
Deferred tax (Note 18):
Relating to origination and
reversal of temporary differences 17,228 662,429 - -
Relating to reduction in income tax rate  (341,336) (751,742) - -
Overprovision in prior years (21,219) (221,140) - -
(345,327) (310,453) - -
288,203 (219,387) 613,629 -

Income tax is calculated at the Malaysian statutory tax rate of 27% (2006 : 28%) of the estimated
assessable profit for the year. The statutory tax rate will be reduced to 26% effective year of
assessment 2008 and to 25% effective year of assessment 2009. The computation of deferred tax as at
31 December 2007 has reflected these changes.

A reconciliation of income tax expense applicable to profit/(loss) before tax at the statutory income tax
rate to income tax expense at the effective income tax rate of the Group and of the Company is as

follows :
Group Company
2007 2006 2007 2006
RM RM RM RM
Profit/(loss) before tax from:
- Continuing operations 3,436,660 775,478 13,310,537  (12,039,428)
- Discontinued operation (Note 9) (3,048,207) (7,452,580) - -
388,453 (6,677,102) 13,310,537 (12,039,428)
Taxation at 27% (2006 : 28%) 104,882 (1,869,589) 3,593,845 (3,371,040)
Effect of different tax rates in
other countries 473,619 1,727,331 - -
Effect of income subject to tax rate
of 20% (2006 : 20%) (32,152) - - -
Effect of changes in tax rates on
opening balance of deferred tax (79,336) (377,732) (1,023) -
Deferred tax recognised
at different tax rates (262,000) (374,010) - -
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Group Company
2007 2006 2007 2006
RM RM RM RM
Effect of expenses not deductible
for tax purposes 635,298 523,124 88,952 3,371,040
Effect of income not subject to tax - - (3,068,145) -
Effect of utilisation of current year's
reinvestment allowances (512,648) - - -
Deferred tax asset recognised on
unabsorbed re-investment allowances (367,791) - - -
Deferred tax asset not
recognised on unutilised losses 349,397 372,629 - -
Underprovision of current tax
in prior years 153 - - -
Overprovision of deferred tax in
prior years (21,219) (221,140) - -
Income tax expense for the year 288,203 (219,387) 613,629 -

The amounts relating to continuing operations available for carried forward to offset against future

taxable income are as follows:

Group Company
2007 2006 2007 2006
RM RM RM RM
Unabsorbed tax losses 537,000 501,000 72,643 72,643
Unabsorbed capital allowances 373,000 - - -
Unabsorbed re-investment allowances 20,943,000 23,158,000 - -
21,853,000 23,659,000 72,643 72,643

9. DISCONTINUED OPERATION AND DISPOSAL GROUP HELD FOR SALE

On 20 November 2007, the Company entered into an agreement to dispose of its subsidiary, Yuen
Foong Yu Paper Enterprise Dong Nai Company Limited ("YFYP") (formerly known as Ornapaper
Vietnam Co. Ltd.) for USD2.64 million. The disposal was approved by the shareholders on 31 January
2008 and is expected to be completed by 30 April 2008. As at 31 December 2007, the assets and
liabilities of YFYP have been presented on the consolidated balance sheet as a disposal group held for
sale and the results from this subsidiary are presented separately on the consolidated income statement
as a discontinued operation. The carrying amount of the investment in this subsidiary is presented as a
non-current asset held for sale on the Company's balance sheet as at 31 December 2007.
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An analysis of the results of the discontinued operation are as follows:

Group
2007 2006
RM RM
Revenue 50,848,465 36,097,957
Administration and general expenses (52,277,373)  (41,895,236)
Interest income 34,778 19,210
Interest expense (1,654,077) (1,674,511)
Loss for the year from discontinued operation (3,048,207) (7,452,580)

The following amounts have been included in arriving at loss after tax of discontinued operation:

Group
2007 2006
RM RM

Auditors’ remuneration
- Statutory audit 14,895 33,751
- Other services - 25,972
Employee benefits expense 2,633,924 2,596,318
Foreign exchange losses 12,468 518,193
Depreciation of property, plant and equipment (Note 12) 2,803,816 2,871,918
Amortisation of prepaid land lease (Note 14) 9,280 9,280
Provision for doubtful debts 863,548 215,034
The cash flows attributable to the discontinued operation are as follows:
Operating cash flows 3,106,427 667,954
Investing cash flows (748,928) (339,842)
Financing cash flows (1,462,555) (1,614,130)
Total cash flows 894,944 (1,286,018)

The carrying amounts of the major classes of assets and liabilities of YFYP classified as held for sale on

the balance sheets as at 31 December 2007 are as follows:

Group Company
RM RM
Assets
Property, plant and equipments (Note 12) 39,328,188 -
Prepaid land lease payments (Note 14) 445,434 -
Investments 2,035 8,911,603
Inventories 7,014,980 -
Trade and other receivables 17,690,768 -
Cash and bank balances (Note 22) 2,082,071 -
Assets of disposal group classified as held for sale 66,563,476 8,911,603




Notes To The Financial Statements

ORNAPAPER BERHAD (573695-w)

(Incorporated in Malaysia)

Liabilities

Short and long term borrowings

Trade payables

Other payables

Liabilities directly associated with assets classified as held for sale

10. EARNINGS/(LOSS) PER SHARE

Group
RM

16,278,913
23,386,487
4,997,115

Company
RM

44,662,515

Basic and diluted earnings/(loss) per share amounts are calculated by dividing the profit/(loss) for the
year attributable to ordinary equity holders of the Company with the weighted average number of

ordinary shares in issue during the financial year.

Attributable to ordinary equity holders of the Company:
Profit from continuing operations

Loss from discontinuing operations

Profit /(loss) for the year

Weighted average number of ordinary share in issue
Basic and diluted earnings per share (sen):
Profit from continuing operations

Loss from discontinuing operation
Profit/(loss) for the year

11. DIVIDEND

Group

2007 2006

RM RM
3,161,108 1,014,623
(1,676,514) (4,098,919)
1,484,594 (3,084,296)
75,250,601 75,250,601
4.4 1.3
(2.2) (5.4)
2.2 (4.1)

At the forthcoming Annual General Meeting, a first and final tax exempt dividend in respect of the
current financial year of 1% on 72,250,601 ordinary shares, amounting to a total dividend payable of
RM722,506 (one sen per share) will be proposed for shareholders' approval. The financial statements
for the current financial year do not reflect this proposed dividend. Such dividend, if approved by the
shareholders, will be accounted for in equity as an appropriation of retained earnings in the financial

year ending 31 December 2008.
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Group - 2007

Cost

At 1 January 2007

Additions

Disposals

Reclassified as held for sale (Note 9)
Exchange differences

At 31 December 2007

Accumulated depreciation

At 1 January 2007

Charge for the year

- Continuing operations (Note 5)
- Discontinued operation (Note 9)

Disposals

Reclassified as held for sale (Note 9)
Exchange differences

At 31 December 2007

Net carrying amount
Group - 2006

Cost

At 1 January 2006
Additions

Disposals

Exchange differences
At 31 December 2006

12. PROPERTY, PLANT AND EQUIPMENT

Plant and Other
Buildings machinery assets Total
RM RM RM RM
47,345,080 118,674,703 11,135,455 177,155,238
3,007,173 3,761,385 1,152,614 7,921,172
- (2,048,137) (1,478,162) (3,526,299)
(14,048,499) (30,814,254) (2,006,648) (46,869,401)
(578,408) (1,184,825) (71,165) (1,834,398)
35,725,346 88,388,872 8,732,094 132,846,312
6,514,566 44,981,059 7,847,620 59,343,245
816,648 4,506,987 628,897 5,952,532
328,815 2,134,555 340,446 2,803,816
1,145,463 6,641,542 969,343 8,756,348
- (689,487) (1,133,337) (1,822,824)
(779,613) (5,923,343) (838,257) (7,541,213)
(26,592) (203,273) (29,431) (259,296)
6,853,824 44,806,498 6,815,938 58,476,260
28,871,522 43,582,374 1,916,156 74,370,052
48,850,246 121,887,822 12,036,970 182,775,038
381,524 927,252 276,704 1,585,480
- (314,724) (962,337) (1,277,061)
(1,886,690) (3,825,647) (215,882) (5,928,219)
47,345,080 118,674,703 11,135,455 177,155,238
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Plant and Other
Buildings machinery assets Total
RM RM RM RM
Accumulated depreciation
At 1 January 2006 5,400,863 38,683,703 6,840,636 50,925,202
Charge for the year
-Continuing operation (Note 5) 788,529 4,741,053 930,462 6,460,044
-Discontinued operation (Note 9) 360,388 2,189,133 322,397 2,871,918
1,148,917 6,930,186 1,252,859 9,331,962
Disposals - (288,928) (201,902) (490,830)
Exchange differences (35,214) (343,902) (43,973) (423,089)
At 31 December 2006 6,514,566 44,981,059 7,847,620 59,343,245
Net carrying amount 40,830,514 73,693,644 3,287,835 117,811,993

(a) Other assets comprise motor vehicles, office equipment, furniture, fittings and office renovation and
capital work in progress. The cost of work in progress at the end of the financial year was
RM102,603 (2006 : RM102,706).

(b) The net carrying amount of property, plant and equipment pledged to secure bank borrowings as
referred to in Note 27 are as follow:

Group
2007 2006
RM RM
Factory buildings 28,871,522 40,830,514
Plant and machinery 41,003,528 72,917,925
Others 1,916,156 3,287,835

71,791,206 117,036,274

(c) Property, plant and equipment purchased during the financial year were by means of :

Group
2007 2006
RM RM
Cash 5,800,292 1,585,480
Lease financing 2,120,880 -
7,921,172 1,585,480

(d) The net carrying amount of property, plant and equipment being acquired under instalment payment
plans amounts to RM15,637,723 (2006: RM16,021,396).

(o]
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13. INVESTMENT PROPERTY

E Group
2007 2006
RM RM
Cost
At 1 January/31 December 461,742 461,742
Accumulated depreciation
At 1 January 43,265 34,030
Charge for the year 9,235 9,235
At 31 December 52,500 43,265
Net carrying amount 409,242 418,477
Fair value 420,000 420,000

The investment property is pledged to secure bank borrowings as referred to in Note 27.
Fair value is arrived at by reference to market evidence of transaction prices for similar properties and is

performed by registered independent valuers having an appropriate recognised professional qualification
and recent experience in the location and category of the properties being valued.

14. PREPAID LAND LEASE PAYMENTS

Group
2007 2006
RM RM

At 1 January 14,779,560 14,999,672
Additions 581,708 -
Recognised in income statement
- Continuing operations (Note 5) (243,148) (210,832)
- Discontinued operation (Note 9) (9,280) (9,280)

(252,428) (220,112)
Reclassified as held for sale (Note 9) (445,434) -
At 31 December 14,663,406 14,779,560
Relating to:
Long term leasehold land 11,187,907 10,771,172
Short term leasehold land 3,475,499 4,008,388

14,663,406 14,779,560

The above properties are pledged to secure bank borrowings as referred to in Note 27.
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15. GOODWILL

Negative

goodwill Goodwill Total
Group RM RM RM
At 1 January 2006 (4,815,190) 1,633,024 (3,182,166)
Effect of adopting FRS 3:
Transferred to opening retained earnings 4,815,190 - 4,815,190
At 31 December 2006/2007 - 1,633,024 1,633,024

Impairment tests for goodwill

Goodwill has been allocated to the Group's CGUs identified according to the subsidiaries, as follows:

Ornapaper Industry (Perak) Sdn. Bhd.
Ornapaper Industry (Johor) Sdn. Bhd.

Key assumptions used in value-in-use calculations

The recoverable amount of a CGU is determined based on value-in-use calculations using cash flow
projections based on financial budgets approved by management covering a five-year period. The key

assumptions used for value-in-use calculations are as follows:

Ornapaper Industry
(Perak) Sdn. Bhd.

2007 2006
Gross margin 19% 18%
Growth rate 4% 4%
Discount rate 8% 8%

The following describes each key assumption on which management has based its cash flow projections

to undertake impairment testing of goodwill :

(i) Budgeted gross margin

The basis used to determine the value assigned to the budgeted gross margins is the average gross
margins achieved in the year immediately before the budgeted year increased for expected

efficiency improvements.

Group
2007 2006
RM RM
1,573,698 1,573,698
59,326 59,326
1,633,024 1,633,024

Ornapaper Industry
(Johor) Sdn. Bhd.

2007 2006
15% 14%
2% 2%
8% 8%

(o]
(€}
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(i)  Growth rate

(iii)  Discount rate

The weighted average growth rates used are consistent with past experience.

The discount rates used are pre-tax and reflect specific risks relating to the relevant segments.

(iv) Bond rate

The bond rates used are the yield on a 5-year Malaysian government bond rate at the beginning of

the budgeted year.

The Group believes that any reasonably possible change in the above key assumptions applied are not
likely to materially cause recoverable amount to be lower than its carrying amount.

16. INVESTMENT IN SUBSIDIARIES

Unquoted shares at cost
Accumulated impairment losses

Details of the subsidiaries are as follows :

Name of
Subsidiaries

Country of
Incorporation

Subsidiaries of
the Company

Ornapaper Industry Malaysia
(M) Sdn. Bhd.

Ornapaper Industry Malaysia
(Batu Pahat)

Sdn. Bhd.

Ornapaper Industry Malaysia
(Perak) Sdn. Bhd.

Ornapaper Industry Malaysia

(Johor) Sdn. Bhd. *

Annual Report 2007
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Company
2007 2006
RM RM
75,585,432 96,497,035
- (12,000,000)
75,585,432 84,497,035

Proportion of Ownership

Interest (%) Principal Activities

2007 2006

100 100 Manufacturing of corrugated
boards and carton boxes

100 100 Manufacturing of carton
boxes

100 100 Manufacturing of corrugated
boards and carton boxes

80 80 Manufacturing of carton boxes
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ORNAPAPER BERHAD (s573695-w)

(Incorporated in Malaysia)

Name of
Subsidiaries

Country of

Tripack Packaging Malaysia
(M) Sdn. Bhd. *

Yuen Foong Yu Paper Vietnam
Enterprise Dong Nai

Company Limited

(formerly known as

Ornapaper Vietnam

Co. Ltd.) * ("YFYP")

Subsidiary of
Ornapaper Industry
(M) Sdn. Bhd.

Hello Paper Co Ltd. * Republic
of China

* Not audited by Ernst & Young

(@) The auditors' reports on the financial statements of YFYP emphasised that the continuance of the
subsidiary as going concern depends on the investor continuing to provide financial assistance as is
necessary to enable the entity to meet its liabilities as and when they fall due and to maintain the

Incorporation

Proportion of Ownership

Interest (%)

2007 2006
100 100
55 55
52 52

entity in existence as a going concern for the foreseeable future.

(b)  The investment cost of YFYP is disclosed under Note 9.

17. OTHER INVESTMENTS

At cost:

Quoted shares
Unquoted shares
Club membership
Others

Market value of quoted shares

2007
RM

19,400
225,000

5,093

Principal Activities

Manufacturing of cartons boxes

Manufacturing of corrugated
boards and carton boxes

Trading of wrapping
paper materials

2006
RM

19,400
225,000
25,000
7,528

249,493

276,928

15,510

35,170
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18. DEFERRED TAX ASSETS/LIABILITIES

[ |
Group Company
2007 2006 2007 2006
RM RM RM RM
At 1 January 3,579,711 3,890,164 (20,340) (20,340)
Recognised in income statement
(Note 8) (345,327) (310,453) - -
At 31 December 3,234,384 3,579,711 (20,340) (20,340)
Presented after appropriate
offsetting as follows:
Deferred tax assets (445,684) (91,036) (20,340) (20,340)
Deferred tax liabilities 3,680,068 3,670,747 - -
3,234,384 3,579,711 (20,340) (20,340)

The components and movements of deferred tax liabilities/(assets) prior to offsetting are as follows:

Recognised
As at in income As at

Group - 2007 1 January statement 31 December
Property, plant and equipment 9,544,048 (687,319) 8,856,729
Unutilised tax losses (122,633) (31,755) (154,388)
Unabsorbed capital allowances - (93,773) (93,773)
Unabsorbed re-investment allowances (5,841,704) 475,324 (5,366,380)
Others - (7,804) (7,804)

3,579,711 (345,327) 3,234,384
Group - 2006
Property, plant and equipment 9,991,225 (447,177) 9,544,048
Unutilised tax losses (167,518) 44,885 (122,633)
Unabsorbed capital allowances (26,326) 26,326 -
Unabsorbed re-investment allowances (5,907,217) 65,513 (5,841,704)

3,890,164 (310,453) 3,579,711
Company - 2007
Unutilised tax losses (20,340) - (20,340)
Company - 2006
Unutilised tax losses (20,340) - (20,340)
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Deferred tax assets have not been recognised in respect of the following items:
Group
2007 2006
RM RM
Discontinued operation:.
Unutilised tax losses 20,837,790 17,789,583
19. INVENTORIES
Group
2007 2006
RM RM
At cost :
Raw materials and consumables 24,111,305 21,976,774
Work-in-progress 94,083 217,954
Finished goods 2,043,008 1,763,350
26,248,396 23,958,078
20. TRADE RECEIVABLES
Group
2007 2006
RM RM
Trade receivables 69,905,389 76,421,892
Provision for doubtful debts (3,500,539) (1,744,857)
66,404,850 74,677,035
Related parties 1,931,661 1,866,779
68,336,511 76,543,814

Related parties are those companies in which a director of a subsidiary has substantial financial interest.

The Group's normal credit term ranges from 30 to 120 (2006 : 30 to 120) days. Other credit terms are
assessed and approved on a case-by-case basis. Overdue interest of 0.50% to 1.50% (2006 : 0.50% to
1.50%) per month is charged on the amount due from certain debtors exceeding credit terms.

The Group has significant concentration of credit risk that may arise from exposure to two debtors which
amounted to RM15,164,919 (2006 : RM15,039,317) which represents 23% (2006 : 20%) of the total gross
debts. The said debtors have strategic alliances with the Group. The directors are confident that based
on steps taken, dealings with those debtors and the committed payment scheme by one of these debtors
that the amounts, net of provisions made, will be recovered in full and as such, the provision for doubtful
debts made in financial statements is adequate.
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21. OTHER RECEIVABLES

Group Company
2007 2006 2007 2006
RM RM RM RM
Deposits and prepayments 1,483,930 1,713,190 14,124 17,181
Other receivables 2,501,141 1,127,135 - -
Import tax receivables - 693,610 - -
Due from subsidiaries - - 4,691,220 30,833
3,985,071 3,533,935 4,705,344 48,014
Provision for doubtful debts (31,977) - - -
3,953,094 3,533,935 4,705,344 48,014

The amounts due from subsidiaries are unsecured, interest-free and repayable on demand.

The Group has no significant concentration of credit risk that may arise from exposure to a single debtor or
groups of debtors. The Company has significant concentration of credit risk that may arise from exposure
to the amount due from subsidiaries, the debts of which collectively account for 99% (2006 : 64%) of the

total gross amount receivables.

22. CASH AND CASH EQUIVALENTS

Group Company
2007 2006 2007 2006
RM RM RM RM
Cash on hand and at banks 3,799,129 6,305,361 70,612 102,098
Deposit with a licensed bank 47,943 47,230 - -
Cash and bank balances 3,847,072 6,352,591 70,612 102,098

The deposit with a licensed bank of the Group has been pledged to secure bank guarantee facility granted

to a subsidiary.
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The weighted average effective interest rate at the balance sheet date and the average maturity of deposit
as at the end of the financial year were as follows :

Weighted Average Average Maturity
Interest Rate Days
2007 2006 2007 2006
Deposit with a licensed bank 3.8% 3.7% 365 365

For the purpose of the cash flow statement, cash and cash equivalents comprise the following as at the
balance sheet date:

Group Company

2007 2006 2007 2006
RM RM RM RM
Cash and bank balances 3,847,072 6,352,591 70,612 102,098

Less: Bank overdrafts (Note 27) (9,958,792)  (12,407,498) - -
(6,111,720) (6,054,907) 70,612 102,098

Cash and bank balance classified as

held for sale (Note 9) 2,082,071 - - -

Total cash and cash equivalents (4,029,649) (6,054,907) 70,612 102,098

23. SHARE CAPITAL
Number of Ordinary

Shares of RM1 Each Amount
2007 2006 2007 2006
RM RM
Authorised
At 1 January/31 December 100,000,000 100,000,000 100,000,000 100,000,000
Issued and fully paid
At 1 January/31 December 75,250,601 75,250,601 75,250,601 75,250,601

24. SHARE PREMIUM

This non-distributable capital reserve arose from the issue of shares at a premium in previous years.

~
—_—
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25. FOREIGN EXCHANGE RESERVE

This non-distributable reserve comprises all foreign exchange differences arising from the translation of
the financial statements of foreign subsidiaries.

26. RETAINED EARNINGS

In the past, Malaysian companies adopt the full imputation system. In accordance with the Finance Act
2007 which was gazetted on 28 December 2007, companies shall not be entitled to deduct tax on dividend
paid, credited or distributed to its shareholders, and such dividends will be exempted from tax in the hands
of the shareholders ("single tier system"). However, there is a transitional period of six years, expiring on
31 December 2013, to allow companies to pay franked dividends to their shareholders under limited
circumstances. Companies also have an irrevocable option to disregard the Section 108 balance and opt
to pay dividends under the single tier system. The change in the tax legislation also provides for the
Section 108 balance to be locked-in as at 31 December 2007 in accordance with Section 39 of the
Finance Act 2007.

The Company did not elect for the irrevocable option to disregard the Section 108 balance. Accordingly,
during the transitional period, the Company may utilise the credit in the Section 108 balance as at 31
December 2007 to distribute cash dividend payments to ordinary shareholdings as defined under the
Finance Act 2007.

As at balance sheet date, the Company has sufficient credit in the Section 108 balance and sufficient tax

exempt profits to pay distribute dividends out of its entire retained profits without incurring any additional
tax liability.

27. BORROWINGS (SECURED)

Group Company
2007 2006 2007 2006
RM RM RM RM
Short Term Borrowings
Bank overdrafts (Note 22) 9,958,792 12,407,498 - -
Bankers' acceptances 59,663,833 41,995,881 - -
Trust receipts 5,886,259 4,334,926 - -
Term loans 2,359,095 15,483,295 463,610 246,568
Finance lease payables (Note 28) 3,437,275 3,405,864 - -
81,305,254 77,627,464 463,610 246,568
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Long Term Borrowings
Term loans
Finance lease payables (Note 28)

Total Borrowings
Bank overdrafts
Bankers' acceptances
Trust receipts

Term loans

Finance lease payables

Maturity of borrowings

(excluding finance lease payables):

Within one year

More than one year and not later
than 2 years

More than 2 years and not later
than 5 years

Later than 5 years

[
"
u
Group Company

2007 2006 2007 2006
RM RM RM RM
8,233,189 17,526,171 1,387,564 1,972,526

5,129,188 6,598,022 - -
13,362,377 24,124,193 1,387,564 1,972,526

9,958,792 12,407,498 - -

59,663,833 41,995,881 - -

5,886,259 4,334,926 - -
10,592,284 33,009,466 1,851,174 2,219,094

8,566,463 10,003,886 - -
94,667,631 101,751,657 1,851,174 2,219,094
77,867,979 74,221,600 463,610 246,568
2,237,456 6,613,096 463,610 493,136
4,695,638 10,913,075 923,954 1,479,390

1,300,095 - - -
86,101,168 91,747,771 1,851,174 2,219,094

The weighted average interest effective rates at the balance sheet date for borrowings, excluding finance

lease payables, were as follows:

Bank overdrafts
Bankers’ acceptances
Trust receipts

Short term loans
Term loans

2007
%

8.30
4.22
8.10
7.09
6.83

Group
2006
%

8.16
4.26
7.80
8.47
7.31

Company
2007 2006
% %
7.43 7.85

The borrowings are secured by certain assets of the Group and a debenture covering fixed and floating
charges over all the assets and properties as disclosed in Notes 12, 13 and 14 and additionally
guaranteed by a director of a subsidiary and certain directors of the Company. The borrowing of the
Company is additionally guaranteed by a subsidiary.

~
w
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28. FINANCE LEASE PAYABLES

Minimum finance lease payments :

Within one year

Later than one year and not later than 2 years
Later than 2 years and not later than 5 years

Less : Future finance charges

Present value of finance lease payables :

Within one year

Later than one year and not later than 2 years
Later than 2 years and not later than 5 years

Due within 12 months (Note 27)
Due after 12 months (Note 27)

Group

2007 2006
RM RM
3,879,935 3,982,444
2,879,852 3,410,891
2,619,532 3,678,814
9,379,319 11,072,149

(812,856) (1,068,263)
8,566,463 10,003,886
3,437,275 3,405,864
2,651,928 3,088,310
2,477,260 3,509,712
8,566,463 10,003,886
(3,437,275) (3,405,864)
5,129,188 6,598,022

The finance lease payables bore interest at the balance sheet date of between 2.71% to 6.80% (2006 :

2.50% to 5.50%) per annum.

29. TRADE PAYABLES

The credit terms granted to the Group range from 30 to 120 (2006 : 30 to 120) days.

30. OTHER PAYABLES

Due to a subsidiary
Due to a director
Other payables and accruals

Group Company
2007 2006 2007 2006
RM RM RM RM
- - - 7,717,888
- 1,021,853 - -
6,251,573 6,684,683 55,924 41,180
6,251,573 7,706,536 55,924 7,759,068

The amounts due to a subsidiary and to a director were unsecured, interest-free and repayable on

demand.
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31. CAPITAL COMMITMENTS
Group
2007 2006
RM
Capital expenditure approved and contracted for:
Property, plant and equipment - 874,271
32. CONTINGENT LIABILITIES
Company
2007 2006
RM RM
Unsecured corporate guarantees given to bank for
credit facilities granted to subsidiaries 95,232,000 79,791,000

33. SIGNIFICANT RELATED PARTY TRANSACTIONS

(@) The transactions below have been entered into in the normal course of business and have been
established on negotiated and mutually agreed basis:

Group
2007 2006
RM RM
Sales to companies in which Tay Kim Huat, a director of a
fellow subsidiary, has indirect interest :
- Poh Huat Furniture Industries Vietnam Limited 2,906,693 3,057,525
- Poh Huat Furniture Industries (M) Sdn. Bhd. 3,740,158 2,931,597
- Poh Huat Woodwork (M) Sdn. Bhd. 1,995 41,817
Company
2007 2006
RM RM
Management fee charged to subsidiaries:
- Ornapaper Industry (M) Sdn. Bhd. 140,000 140,000
- Ornapaper Industry (BP) Sdn. Bhd. 10,000 10,000

(b)  Remuneration of key management personnel

The remuneration of key management personnel, including directors, is disclosed in Note 7.

~
(€}
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34. OPERATING LEASE ARRANGEMENTS

The Group has entered into non-cancellable operating lease agreements for the use of land and buildings.
The leases have an average life of between 2 to 48 years with renewal options in the contracts. Such
contracts include fixed monthly rentals. The future aggregate minimum lease payments under such leases
as at the balance sheet date but not included as liabilities are due as follows:

Group
2007 2006
RM RM
Not later than 1 year 91,176 16,138
Later than 1 year but not later than 5 years 143,746 64,554
Later than 5 years 658,171 641,502
893,093 722,194

35. FINANCIAL INSTRUMENTS
(a) Financial Risk Management Objectives and Policies

The Group’s financial risk management policy seeks to ensure that adequate financial resources are
available for the development of the Group’s businesses whilst managing its interest rate, foreign
exchange, liquidity and credit risks. The Group operates within clearly defined guidelines and the Group’s
policy is not to engage in speculative transactions.

(b) Interest Rate Risk

The Group’s primary interest rate risk relates to interest-bearing debt, as the Company had no substantial
long-term interest-bearing assets as at 31 December 2007.

The Group manages its interest rate exposure by maintaining a prudent mix of fixed and floating rate
borrowings. The Group actively reviews its debt portfolio, taking into account the investment holding
period and nature of its assets. This strategy allows it to capitalise on cheaper funding in a low interest
rate environment and achieve a certain level of protection against rate hikes.

The information on maturity dates and effective interest rates of financial assets and liabilities are
disclosed in their respective notes.

(c) Foreign Exchange Risk
The Group operates regionally and is exposed to various currencies, mainly United States Dollars.

Foreign currency denominated liabilities together with expected cash flows to highly probable purchases
give rise to foreign exchange exposures.
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The unhedged financial assets/(liabilities) of the Group that are denominated in United States Dollars, are
as follows:

Financial Assets/(Liabilities)

2007 2006

RM RM

Trade receivables 155,725 96,075
Trade payables (15,199,825) (13,126,391)
Other payables (313,499) (1,197,197)
Term loan (24,488,167) (29,249,588)

(39,845,766) (43,477,101)

(d) Liquidity Risk

The Group actively manages its debt maturity profile, operating cash flows and the availability of funding
so as to ensure that all refinancing, repayment and funding needs are met. As part of its overall prudent
liquidity management, the Group maintains sufficient levels of cash or cash convertible investments to
meet its working capital requirements. In addition, the Group strives to maintain available banking facilities
of a reasonable level to its overall debt position. As far as possible, the Group raises committed funding
from both capital markets and financial institutions and prudently balances its portfolio with some short
term funding so as to achieve overall cost effectiveness.

(e) Credit Risk

Credit risk, or the risk of counterparties defaulting, is controlled by the application of credit approvals, limits
and monitoring procedures. Credit risks are minimised and monitored via strictly limiting the Group's
associations to business partners with high creditworthiness. Trade receivables are monitored on an
ongoing basis via Group management reporting procedures.

The Group does not have any significant exposure to any individual customer or counterparty nor does it
have any major concentration of credit risk related to any financial instruments except as disclosed in
Notes 20 and 21.

(f)  Fair Values

It is not practical to ascertain the fair values of the investments in subsidiaries and other unquoted
investments because of the absence of market quoted prices and the inability to ascertain fair values
without incurring excessive costs.

The carrying amounts of long term borrowings approximate fair values as the interest rates charged on
these borrowings are close to market interest rates for loans of similar risk profile as at balance sheet date.
The carrying amounts of other financial assets and other financial liabilities approximate fair values in view
of their relatively short maturity periods.
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36. SIGNIFICANT EVENT

On 20 November 2007, the Company entered into an agreement to dispose its entire 55% equity in YFYP
for a total cash consideration of USD2.64 million. The disposal was approved by the shareholders on 31
January 2008 and is expected to be completed by 30 April 2008.

37. COMPARATIVES

The following amounts in the Group's income statement have been reclassified as follows:

Continuing operations
Revenue

Cost of sales

Gross profit

Other income

Administrative expenses

Selling and marketing expenses
Other expenses

Operating profit

Interest expense

(Loss)/profit before taxation

Tax income

(Loss)/profit from continuing
operation (before tax)

Loss for the year from discontinued
operation

Loss for the year

Loss for the year attributable to
equity holders of the Company

Earning/(loss) per share
attributable to equity holders
of the Company (sen)

Basic (continuing operations)
Basic (discontinued operation)
Basic (loss for the year)

Diluted (continuing operations)
Diluted (discontinued operation)
Diluted (loss for the year)

As Reclassified due to
previously Discontinued Effect of As
stated operation FRS 112 restated
RM RM RM RM
204,278,611 (36,097,957) - 168,180,654
(181,107,495) 38,679,830 - (142,427,665)
23,171,116 2,581,873 - 25,752,989
3,995,850 (2,335,076) - 1,660,774
(9,118,196) 2,460,744 - (6,657,452)
(11,950,408) 2,394,374 - (9,556,034)
(6,026,476) 676,154 - (5,350,322)
71,886 5,778,069 - 5,849,955
(6,748,988) 1,674,511 - (5,074,477)
(6,677,102) 7,452,580 - 775,478
284,900 - (65,513) 219,387
(10,446,542) 11,506,920 (65,513) 994,865
- (7,452,580) - (7,452,580)
(6,392,202) - (65,513) (6,457,715)
(3,018,783) - (65,513) (3,084,296)
(4.0) 5.4 (0.1) 1.3
- (5.4) - (5.4)
(4.0) - (0.1) 4.1)
(4.0) 5.4 (0.1) 1.3
- (5.4) - (5.4)
(4.0) - (0.1) (4.1)




ORNAPAPER BERHAD (573695-w)

(Incorporated in Malaysia)

(7))
i
e
)
£
)
)
©
i
(V)
o
S
c
©
=
L.
)
i e
-
o
-
(7))
)
i
o
2

/002 1Joday |enuuy

£6£'G2.°192

129°LSY°L

99/°€12°'092 9/¥'€96'99 062°0L2c6L zLo'zee - 8/2'8/€'c6l
052001} (£02'8%0°E) LSY'8YL'E (22l'vS) - 6/.1'€02'C
(c0z'882) - (c0z'882) - - (c0z'882)
£67'88¢ Com.mvo_e 099'9Et'E (222'vS) - Z8E' L6’
(82£282°9) sﬁ,vmm. 1) (€65°222'S) - - (€65°222'S)
LES'0LL L (zev'e6v'L) £52'799'8 (z2L'vs) - G/6'8LL'S
699°¢89°L 1T G9¥'8%8°05 ¥02°G€8°091 866817 - 902985091
Wy Ny Ny Ny Ny Wy
w:o_um._mao weulaip |ejol si9ylo weulaip N_w>u_ﬁ_>_
lelol uonesado < suonesadQ Buinuuon >

Buinunuoosiqg

sjasse |ejo ]
sjasse pajeoo|leun
sjasse juswbag
sjossy

Jeak ay) Joy (ssol)ayold 18N
asuadxa xe |

xe) 210jaq ($S0])A140.d
asuadxa }salau|

sjnsal juswbag

s)insay

s9|es [eula)xg
anuanay

L002 19quiadeq LE

'S9X0Q uoled

pue pieoq pajebniiod Jo Bulinjoeinuew ul paAjoAul Ajjediourid si pue uoibal olloed-eIsy 8y} Ul seale [eolydesBbosb [ediound om) ul sejesado dnois) ay|

sjuawbas |eoiydeiboan - Juswbas Buiuodal Auewd  (e)

NOILVINMOLNI LNJWO3IS '8¢




ORNAPAPER BERHAD (573695-w)

(Incorporated in Malaysia)

Notes To The Financial Statements

(GL2'261'9) (08s‘zGy'L) G98'66 818'vv - /%0096
18€'612 - 18€'612 (Ppv'el) - L£8°zee
(2012299) (085'2s¥'2) 8/1'GL. 292'8S - 9L2'/L.
(886'877.9) (LG v2971) (L2¥'¥10°G) - - (L2¥'¥10°S)
988°L. (690822'G) G56'678'G z9z'8s - €69°16.°S
119'8/2%02 1G6°/60°9¢€ ¥59°081°891 LILYLL - €8¥°901 291
GZ8'v0L‘L 89zl 1G€°260°L - - 1G€260°L
T4 arAT4 08Z'6 gyL'ere - - 8vL'ere
GEZ'6 - GEZ'6 - - GEZ'6
87€'95/'g 918'¢08'C ZES'TG6'S 8l - ¥15'256'S
zLL'126'L 81£'185°L ¥58'6€€9 - - ¥58°6€€9
866°CLE 191

165°€8/°¢ o

LYy 0€G LG G1G'299' VP 926°298°CLL (02 - 98€°/98°CLL
Wy Ny Ny Ny Ny Wy
suonesado weuldIpn |elol siaylo weuldIpn eisAejepy
|ejol uoneladQ < suonesadQ Buinuiuon >

Buinunuoosiq
| ]

Jeak ayj Joj (ssoj)ayoud 18N
asuadxa xe |

Xe} 810}8q (S$S0|)/31401d
asuadxa }salalu|

s)insal juswboeg

sjinsay

se|es [eulelxy
anuaAay

9002 13quidd3Q L€

awooul yseo-uou juesiiubis JayiQ
sjuswAed

ase9| pue| piedald Jo uoiesiowy
Auadoud juswisaaul jo uoneroaldag
juswdinba pue

jueld ‘Auadoud jo uoneroaidag
alnyipuadxs |eyde)

uojljewuJojul Juawbas 1ayjo

salijiqel| [ejoL
saljiqel] pajeoojeun
sojiqel| Juswbag
sanIigen

£00g 1oday |enuuy



ORNAPAPER BERHAD (573695-w)

(Incorporated in Malaysia)

Notes To The Financial Statements

1
(o 0]

/002 1Joday |enuuy

‘paJedald jou si syuswbes ssauisng Aq Buiodas Juswbes ‘Ajgjesedss payiodal eq 0} 8IS JUBIOINS JO JOU S| Juswbos

Buipesy sy} sy ‘sjeusiew Jaded Buiddeim jo Buipesy pue sexoq uoueds pue pleoq pajebniiod jo Buunjoeinuew ayy ul paAjoaul Ajjedioud si dnols ay |

(6£6°11€) €90°208 (zoo'6L1L°1) - - (zoo'6L1°1)
zLioze 08Z'6 zes8ole - - zes8'ole
GeZ'6 T Gez'6 - - GeZ'6
1G6°1€€6 816'1.8¢C 6€£0°09%'9 Gze'0l - viz'6vy'9
08%°G8S‘L - 08%'G8S°1L - 046°'22¢ 0L6°202°L
20.20L9vL
892'689'¢c
vev'8Ly'eyl - vev'slyeyl Y¥Sve 9¢0'8Y1'9Y ¥58'GY6'G6
2€1°966'9v¢
2e.189°1L
00¥‘80€‘Ste - 00%‘80€‘Ste glLG‘cey 01566129 Zre‘5.028L
NS NY NY NS NY Ny
uoneladQ weujaIn |elol sIdY}0 weujaIn eisAejepy
lelol uoneladQ

Buinunuoosiqg

uonetadQ Buinunuon

v

sjuawbas ssauisng - Juawbas Buiuodal Auepuodsag  (q)

aWooUl Yseo-uou jueoiubis Jsyi0

sjuawAed

aseg| pue| piedaud jo uonesiowy
Auadoud juswsanul jo uonernaidag

juswdinba pue

jueid ‘Auadoud jo uoneroaidag
alnypuadxa [eyde)
uoiew.ojul Juswbas 18Yyj0

safljiqel] [ejoL

senljigel| peyesojieun

so|)

gel| uswbag
sanliqern

sjesse [0

sjesse pajeoojeun
sjasse Juswbag

sjassy




ORNAPAPER BERHAD (573695-w)

(Incorporated in Malaysia)

List Of Landed Properties

As At 31 December 2007

£002/80/10 pajeq juswoaibe
aseyoInd pue ajes se \NMd Woi- pue| ay) paseyaind pey (N)GSIO .

eyelop\ LUebaN uenlewsay ueuepeqglad - ANMd

‘P17 "0 weulsiA Jadedeul - AO
"pug "ups (1oyor) Ansnpuj sededeuQ - (JOHOr) 9SIO
'pyg “ups () Buibesioed soedu] - 9Sd1

"pyg "ups (detad) Ansnpuj JededeulQ - (MvH3d)9sIO
‘pug "ups (reyed nyeq) Asnpu| sededeulQ - (d9)gSIO
"pug "ups (IN) Assnpul sededeulQ - (W)GSIO -S910N

£50z/04/€ uo Budxg WeUjaIA ‘@oulnoid
sLLcl £0-190-€0 4 [eUISNpU| | SIBAA OS PloyaseaT | 9/+'60L 1eN Buo@ “ouisia yueyl BuoT ‘ebejiA uos yuig "oN Alojed AO
Joyor ‘lese|\ 0G/18 ‘Uaind
BJ0Y UeL)SNpulad Uewe| ‘Q leispua) ueler ‘eg "ON Alojoeq
“Joyor Jo sjeis
‘niyeg Joyor jo Jousig ‘Buojusid Jo WBNN G8ZELL "A'L'd 107
607 20-eN-vL i |erysnpuj ploysald | g0z 1G516€2 (W) 'S'H | (doHOMgSIO
"BMeIBIN 0615
‘yolay JoAy ‘eleis3 |euisnpu| yolayl JoAy ‘Gzl "ON Alojoeq
‘eyela Jo
§202//L uO Buidx3 aje)s ‘yebual exels|y 4o usIQ ‘IBeX Ing Jo W 29 1d 107
r8'y 00-unr-gL 8¢ leLysnpuj SIESA 66 PloysseaT] 09'01L 9/L (W) 'S H aSdl
uenzply |nJeq esad Jowayd 00ZLE ‘erelsy
|elISNpU| ‘g UBYUBY| UBLISNpULIad Uelelsiad ‘6 10|d "ON AlojoeH
yelad 4o 91els ‘ejuiy Jo Jusia
1G02/1/Z uQ Buuidx3 ‘ejuly ninH jJo wiin| 85008 1d ©} ¥5008 Ld ‘05008 Ld 1071
858G 06-keN-G2 Ll [BLASNPU| | sieaA 09 PloysseaT | 808‘zy GeloL(@) "s'HoLeLeloL (@) 'STH ‘LeloL (@) 'S'H | (Mvd3d)dasIo
wiz)e] |nieq Joyor ‘jeyed nyeg 600€8
‘Bulpes) LIS uelisnpuliad uesemed| Ueler ‘Lz OTd "ON Alojoe4
0902/L0/0L wizyel |nieq Joyor ‘Jeyed nyeg Jo jouisia
uQ Burdxg ‘ueuey Buedwis jo wpiniy (8026€dld) 122 O1d "ON 107
290y 167100-L¢2 oL lelysnpuj SIESA 09 pPloysseaT] 826'61 860¢t (A) 'S 'H (dg)gsio
‘BMEI9|\ ‘Wepualeg
(peoy njeg ‘(wepusiag njeg ueuisnpuied uewe]) (Aleseud)
ﬂwo_iww Jawlio4) wepualag hjeg ueljsnpulad uesemed| ‘@668 'ON Aloyoeq
€0-6ny-10 |euysnpu| 228'9 eye@N ‘Al Wepualag nyeg UeL)sSnpuLidd uesemey| ‘/Z19 1d 107 AN
602/60/¥C eyeloy ‘yebua|
uQ Buuidxg exeje|N Jo Jousig ‘Bueyoeg Jo WN $9611d O} 096%1d 107
g18'sz 20-1eN-+0 mn |euysnpu| SIesA 66 ployssea | 9vz'/lL S.% (W) 'S HOY LY (W) 'S H (W)asio
602/60/¥C exele ‘yebus|
f uQ Buuidxg exefN Jo JoMisig ‘Bueyoeg Jo WNN 6S6Y1d O} vi6vLld 101
96-uer-gL [BLISNPU| | SIBBA 66 Ployssea | 0ZL'€E 0.7 (W) 'S "H 1 65 (W) 'S 'H (w)gsio
(000.¥) (s1eap)
100Z/2L/LE 38 SY Buiping jo aby (sano a1enbg) J3umo
anjep yoog }aN ajewxoiddy asn Bunsixg 0] / wol4 ainua) ealy pueT uol}es0 / UL J19)s1bay

£00g 1oday |enuuy




Shareholding Statistic

ORNAPAPER BERHAD (573695-w)

(Incorporated in Malaysia)

As At 8 May 2008

Authorised Share Capital

Class of Shares
Voting Rights

1. DISTRIBUTION OF SHAREHOLDERS

: RM100,000,000
Issued and Fully paid-up capital : RM75,250,601

: Ordinary Shares of RM1.00 each
: One Vote per Ordinary Share

Size of shareholdings No. of
Holders % No. of Shares
11099 8 0.37 359 0.00
100 to 1,000 400 18.42 380,605 0.51
1,001 to 10,000 1,292 59.51 6,534,900 8.68
10,001 to 100,000 420 19.35 13,062,504 17.36
100,001 to 3,762,529 48 2.21 17,757,355 23.60
3,762,530 and above 3 0.14 37,514,878 49.85
2,171 100.00 75,250,601 100.00
2. LIST OF SUBSTANTIAL SHAREHOLDERS
(Based on the Register of Substantial Shareholders)
Direct Indirect
Name No. of Shares % No. of Share
Intisari Delima Sdn Bhd 18,634,888 24.76 -
Lembaga Tabung Haji 13,505,945 17.95 -
Lim Tau Lih 5,374,045 7.14 - -
Ang Kwee Teng 10,000 - 18,634,888 * 24.76
See Wan Seng - - 18,634,888 * 24.76
Sai Chin Hock 93,000 - 21,870,212 # 29.06
3. DIRECTORS’ SHAREHOLDINGS
(Based on the Register of Directors’ Shareholdings)
Name No. of Shares % No. of Shares
Azhar bin Nayan 25,000 0.03 -
Lim Tau Lih 5,374,045 7.14 - -
Ang Kwee Teng 10,000 0.01 18,634,888 * 24.76
See Wan Seng - - 18,634,888 * 24.76 83
Adillah binti Ahmad Nordin 14,000 0.02 -
Siow Kee Yen 130,500 0.17 - -
Notes :- . '5
* Deemed interested by virtue of their shareholdings in Intisari Delima Sdn Bhd o
# Deemed interested by virtue of him being the father to Mr Sai Seak Chyuan, Mr Sai Tzy Horng, a N
substantial shareholder of Pilihan Sistematik Sdn Bhd and by virtue of his substantial shareholdings in . f=
Intisari Delima Sdn Bhd g
m oy
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ORNAPAPER BERHAD (573695-w)

(Incorporated in Malaysia)

Shareholding Statistic

u As At 8 May 2008

4. THIRTY (30) LARGEST SECURITIES ACCOUNT HOLDERS

[ ]
Name of Shareholders No. of Shares Hold %
1. INTISARI DELIMA SDN BHD 18,634,888 24.76
2. LEMBAGA TABUNG HAJI 13,505,945 17.95
3. LIMTAULIH 5,374,045 7.14
4. SAlI SEAK CHYUAN 2,133,000 2.83
5.  KEVIN GAN KONG CHEE 1,872,900 2.49
6. LAU CHEE WEN 1,857,500 2.47
7. GRANDEUR LAND SDN BHD 1,000,000 1.33
8. YANG, WEI -CHEN 990,489 1.32
9. JF APEX NOMINEES (TEMPATAN) SDN BHD PLEDGED
SECURITIES ACCOUNT FOR HON MENG HENG (MARGIN) 710,100 0.94
10. SAlI SEAK CHYUAN 643,000 0.85
11. HOE YEN CHING 550,000 0.73
12. CHIANG WEN CHOU 535,000 0.71
13. PILIHAN SISTEMATIK SDN BHD 459,324 0.61
14. HLB NOMINEES (TEMPATAN) SDN BHD
PLEDGED SECURITIES ACCOUNT FOR ON BOON KAl 458,900 0.61
15. TAN CHIN HWEE 435,586 0.58
16. RHB NOMINEES (ASING) SDN BHD PLEDGED
SECURITIES ACCOUNT FOR TSAI HSIN-TIEN (CST) 431,400 0.57
17. GOH CHOON HONG 330,000 0.44
18. TAN KIM CHAI 300,000 0.40
19. KHOO KIM KAl 250,000 0.33
20. CHIN LIAN FOON 206,000 0.27
21. OOl LENG HWA 200,000 0.27
22. LEE SIEW LENG 200,000 0.27
23. HUANG, CHIEN-YI 200,000 0.27
24. LIM KAH ENG 200,000 0.27
25. TEH CHENG HO 180,000 0.24
26. JOLLY WOOD SDN. BHD. 180,000 0.24
27. ANG SIEW YING 173,256 0.23
28. LEE CHUN HUA @ LEE SOON HWA 170,500 0.23
29. MAH CHET HONG 166,000 0.22
30. RHB NOMINEES (TEMPATAN) SDN BHD
'5 . PLEDGED SECURITIES ACCOUNT FOR FOO KAI SENG 164,400 0.22
o
N
s
o
P m
o Total 52,512,233 69.79
©
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ORNAPAPER BERHAD (573695-w)

(Incorporated in Malaysia)

Form Of Proxy

CDS ACCOUNT NO.

NUMBER OF SHARES
HELD

*I /' We NRIC No./Company No.

of (full address)

being a Member/Members of ORNAPAPER BERHAD, hereby appoint

of

or failing him/her, of

or failing him/her, the CHAIRMAN OF THE MEETING as *my/our proxy to vote for *me/us and

on *my/our behalf at the Sixth Annual General Meeting of the Company to be held at No. 8998, Kawasan Perindustrian
Peringkat 4, Batu Berendam, 75350 Melaka on Thursday, 26 June 2008 at 10.30 am and at any adjournment thereof

for / against the resolution(s) to be proposed thereat confirm.

No. Resolutions For Against

1. To receive the Audited Financial Statements for the financial year ended 31
December 2007 together with the Reports of the Directors and the Auditors thereon.

2. To approve the declaration of a First and Final Tax Exempt Dividend of 1% for the
financial year ended 31 December 2007.

3. To approve the payment of Directors’ Fees for the financial year ended 31 December
2007.

4. To re-elect Mr. Siow Kee Yen who retires pursuant to Article 92 of the Company’s
Articles of Association.

5. To re-elect Puan Adillah binti Ahmad Nordin who retires pursuant to Article 92 of the
Company’s Articles of Association.

6. To re-appoint Messrs Ernst & Young as Auditors of the Company until the conclusion
of the next Annual General Meeting and to authorise the Directors to fix their
remuneration.

7. Special Business
Ordinary Resolution
- Authority to issue shares pursuant to Section 132D of the Companies Act, 1965.

8. Special Business
Ordinary Resolution
- Proposed Renewal of Shareholders’ Mandate for Recurrent Related Party
Transactions of a Revenue or Trading Nature

* Strike out whichever not applicable.

Please indicate with an “X” in the space provided above how you wish your votes to be casted. If no specific direction
as to voting is given, the proxy will vote or abstain from voting at his/her discretion.

As witness my/our hand(s) this day of 2008.

Annual Report 2007

Signature of Member/Common Seal




Notes 1. A member entitled to attend and vote at this Meeting is entitled to appoint more than two (2) proxies

to attend and vote in his stead. A proxy may but need not be a member of the Company and a
member may appoint any person to be his proxy without limitation and the provision of Section
149(1)(a), (b), (c) and (d) of the Companies Act, 1965 shall not apply to the Company.
Shareholders’ attention is hereby drawn to the Listing Requirements of Bursa Malaysia Securities
Berhad which came into force on 1 June 2001 which allows a member of the Company who is an
authorised nominee as defined under the Securities Industry (Central Depository) Act 1991 to 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.

2. Where a member appoints two (2) or more proxies, the appointment shall be invalid unless he or she specifies the
proportion of his or her holdings to be represented by each proxy.

3. 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 its seal or under the hand of
an officer or attorney duly authorised.

4. The instrument appointing a proxy must be deposited at the Registered Office of the Company at Lot
1A, g™ Floor, Menara Pertam, Jalan BBP 2, Taman Batu Berendam Putra, Batu Berendam, 75350
Melaka not less than 48 hours before the time for holding the Meeting or at any adjournment thereof.

fold here

Affix
Stamp
Here

The Company Secretary

ORNAPAPER BERHAD (573695-W)

Lot 1A, 6" Floor, Menara Pertam,

Jalan BBP 2, Taman Batu Berendam Putra,
Batu Berendam, 75350 Melaka
MALAYSIA
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