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ORNAPAPER BERHAD (573695-W)
( Inc orporated in  Malaysia)

Notice Of The Tenth
Annual General Meeting

NOTICE IS HEREBY GIVEN that the Tenth Annual General Meeting of the Company will be held at
Renaissance Melaka Hotel, Jalan Bendahara, 75100 Melaka on Friday, 29 June 2012 at 10.30 a.m. for the 
following purposes:-

AGENDA

(Please refer
to Explanatory

Note 2(i))

(Resolution 1)

(Resolution 2) 
(Resolution 3) 

(Resolution 4) 

(Resolution 5)

(Resolution 6)

1.

2.

3.

4.

5.

To receive the Audited Financial Statements for the financial year ended 31 December 
2011 together with the Reports of the Directors and the Auditors thereon.

To approve the payment of Directors’ fees for the financial year ended 31 December 
2011.

To re-elect the following Directors who are retiring in accordance to Article 92 of the 
Company’s Articles of Association and being eligible, have offered themselves for 
re-election:-

(a)  Mr. Ang Kwee Teng
(b)  Tuan Haji Azhar bin Nayan

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.

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

Ordinary Resolution 1
-   Authority to Issue and Allot Shares

THAT subject always to the approvals of the relevant authorities and pursuant to 
Section 132D of the  Companies Act, 1965, the Directors be and are hereby authorised 
to issue and allot ordinary shares in the Company at any time, upon such terms and 
conditions, for such purposes and to such person(s) as the Directors may in their 
discretion deem fit provided that the aggregate number of ordinary shares to be issued 
does not exceed ten per centum (10%) of the total issued share capital of the Company 
at the time of issue and that such authority shall continue to be in force until the
conclusion of the next Annual General Meeting of the Company.

Ordinary Resolution 2
-

THAT pursuant to paragraph 10.09 of the Main Market Listing Requirements of Bursa 
Malaysia Securities Berhad, the Company and/or its subsidiary companies be and are 
hereby authorised to enter into and give effect to recurrent related party transactions of 
a revenue or trading nature with PFM, a company related to Mr. Sai Chin Hock, who is 
a Director and major shareholder of the Company, as set out in Section 2.3 of the  
Circular to Shareholders dated 7 June 2012, which are necessary for the Group’s 
day-to-day operations in the ordinary course of business, on terms not more favourable 
than those generally available to the public and not detrimental to the minority share-
holders of the Company.

Proposed Renewal of Shareholders’ Mandate for Recurrent Related Party
Transactions of a Revenue or Trading Nature with Perfect Food Manufacturing 
(M) Sdn. Bhd. (“PFM”)
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(Resolution 7)

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

whichever is earlier;

AND THAT the Directors of the Company be authorised to act for and on behalf of the 
Company, to take all such steps and execute all necessary documents as they may 
consider expedient or deem fit in the best interest of the Company to give effect to the 
transactions contemplated and/or authorised by this resolution.

Ordinary Resolution 3
-

THAT pursuant to paragraph 10.09 of the Main Market Listing Requirements of Bursa 
Malaysia Securities Berhad, the Company and/or its subsidiary companies be and are 
hereby authorised to enter into and give effect to recurrent related party transactions of 
a revenue or trading nature with GFI, a company related to Mr. Sai Chin Hock, who is 
a Director and major shareholder of the  Company,  as  set  out  in  Section 2.3 of  the  
Circular to Shareholders dated 7 June 2012, which are necessary  for the Group’s 
day-to-day operations in the ordinary course of business, on terms not more favourable 
than those generally available to the public and not detrimental to the minority
shareholders of the Company.

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

(i)

(ii)

(iii)

(i)

(ii)

(iii)

the conclusion of the next Annual General Meeting (“AGM”) of the Company, at  
which time it will lapse, unless authority is renewed by resolution passed at the  
next AGM;

the expiration of the period within which the next AGM is required to be held  
pursuant to Section 143(1) of the Companies Act, 1965 (“the Act”) (but shall not  
extend to such extension as may be allowed pursuant to Section 143(2) of the  
Act); or

revoked or varied by resolution passed by the shareholders of the Company in a 
general meeting, before the next AGM;

the conclusion of the next AGM of the Company, at which time it will lapse, unless 
authority is renewed by resolution passed at the next AGM;

the expiration of the period within which the next AGM is required to be held 
pursuant to Section 143(1) of the Act, (but shall not extend to such extension as 
may be allowed pursuant to Section 143(2) of the Act); or

revoked or varied by resolution passed by the shareholders of the Company in a 
general meeting, before the next AGM;

Proposed Renewal of Shareholders’ Mandate for Recurrent Related Party  
Transactions of a Revenue or Trading Nature with Greatbrand Food 
Industries Sdn. Bhd. (“GFI”)  
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(Resolution 8) 
Ordinary Resolution 4
-

THAT subject always to the Companies Act, 1965 (”the Act”), the provisions of the
Memorandum and Articles of Association of the Company, the Listing Requirements of 
Bursa Malaysia Securities Berhad (“Bursa Securities”), and the approvals of all relevant 
governmental and/or regulatory authorities, the Company be authorised to the extent 
permitted by the law to buy-back such amount of ordinary shares of RM1.00 each in the 
Company’s issue and paid-up capital as may be determined by the Directors of the 
Company from time to time through Bursa Securities upon such terms and conditions as 
the Directors deem fit and expedient in the interest of the Company provided that:

(i)

(ii)

THAT the Directors of the Company be and are hereby authorised to deal with the 
shares purchased in their absolute discretion in the following manners:-

(a)
(b)

(c)

THAT the authority conferred by this resolution shall continue to be in force until:

(i)

(ii)

(iii)

the aggregate number of ordinary shares purchased and/or held by the Company 
as treasury shares shall not exceed 10% of the total issued and paid-up share 
capital of the Company at any point in time; and
the maximum amount of funds to be allocated for the share buy-back shall not 
exceed the aggregate of the retained profits and/or share premium of the 
Company.

cancel all the purchased ordinary shares; and/or
retain the purchased ordinary shares as treasury shares for distribution as dividend 
to shareholders and/or resell on the market of Bursa Securities; and/or
retain part of the purchased ordinary shares as treasury shares and cancel the 
remainder.

the conclusion of the first annual general meeting following the general meeting at 
which such resolution was passed at which time it will lapse unless by ordinary
resolution passed at that meeting, the authority is renewed, either unconditionally 
or subject to conditions; or
the expiration of the period within which the next annual general meeting after that 
date is required by law to be held; or
revoked or varied by ordinary resolution passed by shareholders of the company at 
a general meeting of the Company.

Proposed Share Buy-Back of up to 10% of the Issued and Paid-Up Share 
Capital of ORNA

whichever is earlier;

AND THAT the Directors of the Company be authorised to act for and on behalf of the 
Company, to take all such steps and execute all necessary documents as they may 
consider expedient or deem fit in the best interest of the Company to give effect to the 
transactions contemplated and/or authorised by this resolution. 
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(Resolution 9)

whichever occurs first;

AND THAT authority be and is hereby given to the Directors of the Company to take all 
such steps as are necessary and/or expedient (including without limitation, the opening 
and maintaining of central depository account(s) under the Securities Industry (Central 
Depositories) Act, 1991, and the entering into of all agreements, arrangements and 
guarantees with any party or parties) to implement, finalise and give full effect to the 
Proposed Share Buy-Back with full power to assent to any conditions, modifications, 
revaluations, variations and/or amendments (if any) as may be imposed by the relevant 
authorities and with full power to do all such acts and things thereafter (including 
without limitation, the cancellation or retention as treasury shares of all or any part of 
the shares bought-back) in accordance with the Act, the provisions of the Memorandum 
and Articles of Association of the Company, the Listing Requirements of Bursa
Securities, and all other relevant governmental and/or regulatory authorities.

Special Resolution
- Proposed Amendments to the Articles of Association of the Company

THAT the proposed amendments, modifications, additions or deletions to the Articles of 
Association of the Company as set out in Appendix II of the Circular to Shareholders 
dated 7 June 2012 be and are hereby approved and adopted AND THAT, the Board of 
Directors be and is hereby authorised to give effect to the said amendments,
modifications, additions or deletions.

To transact any other business of which due notice shall have been given in
accordance with the Companies Act, 1965 and the Articles of Association of the 
Company.

By Order of the Board

Chua Siew Chuan (MAICSA 0777689)
Sean Ne Teo (LS 0008058)
Company Secretaries

Melaka
Date: 7 June 2012

6.
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In respect of deposited securities, only members whose names appear in the  Record of Depositors 
on 22 June 2012 (“General Meeting Record of Depositors”) shall be eligible to attend the Meeting.

A member entitled to attend and vote at the Meeting is entitled to appoint more than one proxy to 
attend and vote in his stead. A proxy may but does not need to be a member of the Company and 
the provisions of Section 149 (1)(b) of the Companies Act, 1965 need not be complied with. Where 
a member appoints more than one proxy, the appointments shall be invalid unless he specifies the 
proportions of his shareholdings to be represented by each proxy. A proxy appointed to attend and 
vote at the Meeting shall have the same rights as the member to speak at the Meeting.
Notwithstanding this, a member entitled to attend and vote at the Meeting is entitled to appoint any 
person as his proxy to attend and vote instead of the member at the Meeting. There shall be no 
restriction as to the qualifications of the proxy.

In the case of a corporate member, the instrument appointing a proxy must be either under its 
common seal or under the hand of its officer or attorney duly authorised.

Where a member of the Company is an exempt authorised nominee which holds ordinary shares in 
the Company for multiple beneficial owners in one securities account (“omnibus account”), there is 
no limit to the number of proxies which the exempt authorised nominee may appoint in respect of 
each omnibus account it holds.

The instrument appointing a proxy must be deposited at Securities Services (Holdings) Sdn. Bhd. 
of Lot 1A, 6th Floor, Menara Pertam, Jalan BBP 2, Taman Batu Berendam Putra, 75350 Batu
Berendam, Melaka not less than 48 hours before the time for holding the Meeting or at any
adjournment thereof.

NOTES:

1. Appointment of Proxy

(i)

(ii)

(iii)

(iv)

(v)

2. Explanatory Notes to Special Business:-

(i)

(ii)

Item 1 of the Agenda

The Agenda item is meant for discussion only as the provision of Section 169(1) of the
Companies Act, 1965 does not require a formal approval of the shareholders for the Audited 
Financial Statements. Hence, this Agenda item is not put forward for voting.

Proposed Ordinary Resolution 1

The proposed Ordinary Resolution 1, if passed, will empower the Directors of the Company to 
issue and allot not more than 10% of the Company’s total issued share capital speedily without 
having to convene a general meeting. This authority will, unless revoked or varied by the 
Company in general meeting, expire at the conclusion of the next Annual General Meeting of 
the Company. 

Instances for which the Company may issue new shares within this general mandate include 
but not limited to the purpose(s) of raising fund through private placement for investments, 
working capital and/or acquisitions. 
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(iii)

(iv)

(v)

This general mandate sought by the Company is to renew the general mandate granted to the
Directors at the Ninth Annual General Meeting held on 29 June 2011 to issue shares pursuant to 
Section 132D of the Companies Act, 1965.

Proposed Ordinary Resolutions 2 and 3

The proposed adoption of Ordinary Resolutions 2 and 3 are to renew the Shareholders’ Mandate 
granted by the shareholders of the Company at the Ninth Annual General Meeting held on 29 June 
2011. The proposed renewal of the Shareholders’ Mandate will enable the Group to enter into the 
Recurrent Related Party Transactions of a Revenue or Trading Nature which are necessary for the 
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 favorable to the related parties than those 
generally available to the public and are not to the detriment of the minority shareholders of the 
Company.

Further information on the proposed Ordinary Resolutions 2 and 3 are set out in the Circular to
Shareholders dated 7 June 2012.

Proposed Ordinary Resolution 4

The proposed adoption of Ordinary Resolution 4, if passed, is to empower the Directors to purchase 
the Company’s shares up to ten percent (10%) of the issued and paid-up share capital of the 
Company by utilising the retained profits and the share premium accounts of the Company. This 
authority, unless revoked or varied by the shareholders of the Company in general meeting will expire 
at the conclusion of the next Annual General Meeting.

Proposed Special Resolution

The proposed adoption of the Special Resolution will bring the Company’s Articles of Association in 
line with the recent amendments made to the Main Market Listing Requirements of Bursa Malaysia 
Securities Berhad, where applicable, and to enhance administrative efficiency.
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Corporate Information

BOARD OF DIRECTORS : Mr. Sai Chin Hock 
  Mr. Ang Kwee Teng
  Mr. See Wan Seng
  (Executive Directors)

  Tuan Haji Azhar bin Nayan
  (Non-Independent Non-Executive Director)

  Mr. Siow Kee Yen
  Puan Adillah binti Ahmad Nordin
  (Independent Non-Executive Directors)

AUDIT COMMITTEE  Mr. Siow Kee Yen (Chairman)
  Puan Adillah binti Ahmad Nordin  
  Tuan Haji Azhar bin Nayan

NOMINATION COMMITTEE  Mr. Siow Kee Yen  (Chairman)
  Puan Adillah binti Ahmad Nordin

Tuan Haji Azhar bin Nayan

REMUNERATION COMMITTEE  Puan Adillah binti Ahmad Nordin (Chairperson)
   Mr. Siow Kee Yen
  Tuan Haji Azhar bin Nayan 

COMPANY SECRETARIES  Ms. Chua Siew Chuan (MAICSA 0777689)
  Ms. Sean Ne Teo (LS 0008058)

REGISTERED OFFICE  Lot 1A, 6 th Floor
  Menara Pertam, Jalan BBP 2,
  Taman Batu Berendam Putra
  Batu Berendam, 75350 Melaka.
  Tel: 06-3355210  Fax: 06-3355570

SHARE REGISTRAR  Tricor Investor Services Sdn Bhd
  Level 17, The Gardens North Tower
  Mid Valley City
  Lingkaran Syed Putra
  59200 Kuala Lumpur
  Tel: 603-22643883  Fax: 603-22821886
  is.enquiry@my.tricorglobal.com

AUDITORS  Ernst & Young (AF 0039)
  Chartered Accountants
  Lot 1, 6th Floor
  Menara Pertam, Jalan BBP 2,
  Taman Batu Berendam Putra
  Batu Berendam, 75350 Melaka.

STOCK EXCHANGE LISTING  Main Market of Bursa Malaysia      
  Securities Berhad
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Profile of Directors

Mr Sai Chin Hock

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 : 

Tuan Haji Azhar bin Nayan

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 : 

63
Malaysian
Executive Director
26 January 2010
Bachelor of Commerce (Nanyang University, 
Singapore)
Managing Director for the past 35 years
None
Direct – 846,400 shares
Deemed – 22,305,798 shares

None
None
None

49
Malaysian
Non-Executive Director
2 December 2002
Degree in Bachelor of Science Accountancy; MBA in 
Finance; Member of American Institute of Certified 
Public  Accountants
Management Consultant in Ernst & Whinny; Auditor 
with Arthur Andersen & Co.; General Manager in 
Lembaga Tabung Haji (since 1989); Director of 
Ornapaper Industry (M) Sdn Bhd (present)
Tafi Industries Berhad
Direct - 25,000 shares
Deemed - Nil

None
None
None
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Profile of Directors

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 : 
 : 
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 :
 : 
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 :

65
Malaysian
Executive Director
2 December 2002
Bachelor of Commerce Degree from Nanyang 
University Singapore
Director & General Manager of Carton Box Industrial 
(M) Sdn Bhd (1990 to 1996); Director of Ornapaper 
Industry (M) Sdn Bhd (1995 to 2008, rejoined from 
2010 to present); Director of Tripack Packaging (M) 
Sdn Bhd (2004 to 2008, rejoined since 2010).

None
Direct - Nil
Deemed - 18,634,888 shares

None
None
None

41
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. (since 2001)
None
Direct - 230,500 shares
Deemed - Nil

None
None
None
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Mr Ang Kwee Teng

Age : 62
Nationality : Malaysian
Designation / Position in the Company : Executive Director
Date of appointment : 2 December 2002
Qualification : -
Work experience : Director of Ornapaper Industry (M) Sdn Bhd (since1995)
Directorship in other Public Companies : Golsta Synergy Berhad
Securities holding in the Company and its subsidiaries : Direct - 10,000
 : Deemed - 18,634,888 shares
Family relationship with any directors and / or major
  shareholders of the Company : None
Conflict of interest with the Company : None
List of conviction for offences within the past 10 years : None

Puan Adillah binti Ahmad Nordin

Age : 43
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); Advocate &  
   Solicitor with Adillah A. Nordin (present)
Directorship in other Public Companies : None
Securities holding in the Company and its   Direct – 34,000 shares
  subsidiaries : Deemed – Nil
Family relationship with any directors and/ or major
  shareholders of the Company : None
Conflict of interest with the Company : None
List of conviction for offences within the past 10 years : None
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Letter to Shareholders

On behalf of the Board of Directors, I am pleased to present the Group’s Annual Report together with the Audited 

Financial Statements for the year ended 31 December 2011.

PERFORMANCE AND FINANCIAL REVIEW

The Group recorded a revenue of RM225.7 million for the year ended 31 December 2011, an increase of 4.25% as 

compared with a revenue of RM216.5 million in the previous financial year due to increase in demand of carton 

boxes.

The increased revenue coupled with continuous efforts in keeping costs down have resulted in the Group recording 

a net profit of RM5.86 million in the current financial year end, against a net profit of RM4.66 million in the previous 

financial year.

PROSPECTS

The Group expects the business performance to be challenging in 2012 due to repercussions from the Eurozone 

crisis which is expected to translate into softer demand for corrugated carton boxes. 

Despite the less than encouraging environment, the Group will continue with the strategy to maintain its market 

share and improve production efficiency and productivity.

CORPORATE SOCIAL RESPONSIBILITY

The Group is committed to the betterment of employees. On human capital, development strategy focuses on 

building individual accountability, management leadership, capabilities and competence. Core areas of training 

include business leadership, people skills, business management, financial management, service quality, safety at 

work and technical skills.

ACKNOWLEDGEMENT

On behalf of the Board, I would like to extend our heartfelt thanks to our principals, business associates,

government agencies, customers, suppliers and valued shareholders for their support throughout the year. We 

would also wish to thank the management and staff of Orna Group for their continued loyalty and commitment in 

discharging their duties.

On behalf of the Board,

Sai Chin Hock

Executive Director
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The significant decrease in turnover in 2009 was mainly due to exclusion of full year consolidation of oversea 
subsidiary namely Ornapaper Vietnam Co. Ltd. which was disposed off in 2008.

The significant increase in turnover in 2010 was mainly due to higher sales volume and selling prices.

* Attributable to Owners of Parent.

In RM’000 (unless otherwise stated) FY 2007 FY 2008 FY 2009 FY 2010 FY 2011

REVENUE 160,835 190,586 156,461 216,517 225,668

GROSS PROFIT 30,178 29,061 30,693 34,741 38,449

PROFIT AFTER TAX * 1,485 2,584 4,605 4,589 5,801

NET ASSET 100,411 96,097 100,151 102,368 108,161

NET ASSET PER SHARE (RM) 1.33 1.28 1.33 1.36 1.44

EPS BASIC (SEN) * 2.00 3.40 6.10 6.10 7.70

PROFIT AFTER TAX In RM’000

The Group registered a low profit after tax in 2007 due to share of substantial losses from an oversea subsidairy 
namely Ornapaper Vietnam Co. Ltd.
The significant increase in profit after tax in 2008 was mainly due to gain on disposal of the oversea subsidiary.
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1.33

1.28

1.33
1.36

1.44

FY 2007 FY 2008 FY 2009 FY 2010 FY 2011

NET ASSET PER SHARE In RM

MYR 90,000

MYR 95,000

MYR 100,000

MYR 105,000

MYR 110,000

FY 2007 FY 2008 FY 2009 FY 2010 FY 2011

NET ASSET In RM'000

0.13

5.28

6.39

6.20

7.80

0 2 4 6 8 10

FY 2007

FY 2008

FY 2009

FY 2010

FY 2011

EPS BASIC In SEN

2.00

3.40

6.10

6.10

7.70



Annual  Report 2011   15

Statement On
Corporate Governance

ORNAPAPER BERHAD (573695-W)
( Inc orporated in  Malaysia)

The  Board  of  Directors  (“the  Board”)  is firmly  committed  to  good corporate  governance and recognises 
that accountability and transparency at every level of the organisation is essential in safeguarding assets, 
enhancing shareholders’ value and maintaining strong financial performance.

The following statement outlines the manner in which the Group has applied the principles of the Malaysian 
Code on Corporate Governance (“the Code”) and the extend of compliance with the Best Practices in 
Corporate Governance of the Code during the financial year ended 31 December 2011.

THE BOARD OF DIRECTORS

The Group is headed by an effective Board with mixed knowledge, expertise and diverse academic 
background to effectively discharge its stewardship responsibilities in spearheading the Group’s growth and 
future direction. The Board currently has six (6) members, three (3) Executive Directors, one (1) 
Non-Executive Director and two (2) Independent Non-Executive Directors. The Composition of the Board not 
only reflect the wide range of experiences, skills and knowledge required in the paper packaging industry, but 
also professionals with diverse knowledge and skills in the areas of accounting, legal and general 
management.

Profile of individual Directors are set out in pages 9 to 11 of this Annual Report.

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-Executive 
Director contribute 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 plan, overall 
management and business performance, management of principal risks and controls. 

The Management Committee (“MC”) assists the Board in the day-to-day operations of the Group. The MC 
comprises the Executive 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 at least four (4) times a year, with additional meetings convened as required. Agenda and 
Board papers are provided to the Directors prior to the meeting to ensure that the Board is fully aware of the 
matters that are to be deliberated.
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Statement On
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During the financial year ended 31 December 2011, the Board had conducted five (5) meetings. Details of 
attendance of the Directors are as follows:-

Names of Directors                            Attendance

Ang Kwee Teng 5/5
See Wan Seng 5/5
Azhar bin Nayan 5/5
Siow Kee Yen 5/5
Adillah binti Ahmad Nordin 4/5
Sai Chin Hock 3/5 

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.

In  the  interval  between  Board  meetings,  for  exceptional  matters  requiring  urgent  Board  decisions,  
Boards approval are sought via circular resolutions, which are attached with sufficient and relevant information 
required for an informed decision to be made.

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.

Directors Training

All the Directors have completed the Mandatory Accreditation Programme as required by Bursa Malaysia   
Securities Berhad. The Directors are mindful that they should receive continuous training in order to broaden 
their perspectives and equip them with the necessary skills to effectively discharge their duties as Directors of 
the Company.

The following are training programs, seminars and conferences attended by Directors of the Company during
the financial year ended 31 December 2011:-

(i) Talk on Challenges In International Financial Reporting Standards
(ii) Talk on Managing Self, Managing Others
(iii) Oracle Security Inside Out Forum
(iv) New Continuous Auditing & Continuous Assurance
(v) Corporate Directors Conference: The  Resurgence of Corporate Malaysia
(vi) Governance Programme Series Talk
(vii) The CEO and Conflicts of Interest
(viii) IIAM International Conference 2011

Board Committees

As part of its efforts to ensure the effective discharge of its duties, the Board has delegated certain functions to 
certain Committees, namely Audit Committee, Nomination Committee and Remuneration Committee with 
each operating within its clearly define terms of reference. The Chairman of the various Committees will report 
to the Board the outcome of the Committee meetings.
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The Board has established the following Committees to assist the Board in the execution of its duties:-

(i) Audit Committee

The composition and terms of reference of the Audit Committee are detailed in the Audit Committee Report
appearing in pages 21 to 24 of this Annual Report.

(ii) Nomination Committee

The Nomination Commitee comprises the following three (3) Non-Executive Directors, two (2) of whom are
independent:-

Siow Kee Yen  (Chairman / Independent Non-Executive Director)
Adillah binti Ahmad Nordin  (Member / Independent Non-Executive Director)
Azhar bin Nayan  (Member / Non-Independent Non-Executive Director)

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. The term of office of the Nomination Committee 
is three (3) years and may be re-nominated and re-appointed by the Board. This Committee is responsible in 
nominating to the Board, individuals as member of the Board and to assess the performance of the Board 
members on an ongoing basis to ensure effectiveness. The final decision to appoint a Director remains the 
responsibility of the full Board.

(iii) Remuneration Committee

The Board has set up a Remuneration Committee comprises the following three (3) Non-Executive Directors, 
two (2) of whom are independent:-

Adillah binti Ahmad Nordin (Chairperson / Independent Non-Executive Director)
Siow Kee Yen (Member / Independent Non-Executive Director)
Azhar bin Nayan (Member / Non-Independent Non-Executive Director)

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. The term of office of the Remuneration 
Committee is three (3) years and may be re-nominated and re-appointed by the Board. This Committee Is 
responsible for recommending to the Board the remuneration packages of the Executive Directors. The 
remuneration package of the Non-Executive Directors is the responsibility of the Board as a whole.

All Directors are paid meeting allowances for their attendance at Board and Board Committee meetings.

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 
ended 31 December 2011 are disclosed in Note 10 of the Notes to the Financial Statements 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 such 
remuneration is balanced with their expected roles and responsibilities. The Board maintain that the current 
remuneration for each category of Director commensurate with that adopted by companies of similar standing, 
and is sufficient to attract and retain Directors of high caliber.

The Board has considered the disclosure of details of the remuneration of each Director and 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 effective communication with shareholders and investors. 
Shareholders and investors are kept well informed of the Group’s developments and performance through 
disclosures to Bursa Securities and the press (where applicable) as well as the Annual Report.

Adequate time is given during  the Annual and  Extraordinary General Meetings to allow shareholders to seek 
clarification or ask questions on pertinent and relevant matters.

In addition, the Company is always willing to meet up with institutional investors when the need arises, to 
elaborate or further clarify information already disclosed to the shareholders. Shareholders also can obtain up 
to-date information on the Group’s latest quarterly financial report and announcements by accessing its 
website at  HYPERLINK "http://www.ornapaper.com".

ACCOUNTABILITY AND AUDIT

Financial Reporting

The  Board aims to present a balanced, clear and meaningful report on  the Group’s financial positions and 
business prospects to its shareholders, investors and the regulatory authorities via timely release of quarterly 
reports, annual reports and regular announcements on material business matters.

Directors’ Responsibility Statement

The Directors are responsible for taking reasonable steps to ensure the maintenance of proper accounting 
and other records and internal controls, the application of appropriate accounting policies and the 
safeguarding of assets of the Group.

The Board of Directors is 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 applicable Financial Reporting 
Standards in Malaysia 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.

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.

The Statement on Internal Control made in pursuance of paragraph 15.26(b) of the listing Requirements is set 
out in pages 25 to 26 of this Annual Report.
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Relationship with External Auditors

The role of the Audit Committee in relation to the external auditors is disclosed in the Audit Committee Report 
as set out in pages 21 to 24 of this Annual Report.

Internal Audit Function

The Group has outsource its Internal Audit to assist the Audit Committee in the discharge of its duties and 
responsibilities. The Internal Audit function includes evaluation of the processes by which significant risks are 
identified, assessed and managed. Such audits are carried out to ensure instituted controls are appropriate, 
effectively applied and within acceptable risk exposures consistent with the Group’s risk management policy. 
The total cost incurred was RM15,805.

ADDITIONAL COMPLIANCE INFORMATION

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

Share Buyback
There were no shares buyback by the Company for the financial year.

Options, Warrants or Convertible Securities
The Company did not issue any options, warrants or convertible securities during the financial year ended 31 
December 2011.

Depository Receipt Programme
The Company did not sponsor any depository receipt programme during the financial year.

Sanctions and/or Penalties
There were no sanctions  or material  penalties  imposed  on  the  Company  and  its  subsidiaries, Directors 
or management by the relevant regulatory bodies during the financial year ended 31 December 2011.

Variance in Results
There were no variance of 10% or more in the profit after tax and minority interest between the audited and 
unaudited results announced for the financial year ended 31 December 2011.

Non-audit fees
During  the  financial  year,  there  were  no  non-audit  fees  paid  by  the  Company  and  its  subsidiaries  to  
the Company’s external auditors or a firm and its affiliates as professional fee.

Profit Guarantee
The Company did not give any profit guarantees during the financial year.

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

Contracts Relating to Loans
There were no material contracts relating to loans by the Company involving Directors and major 
shareholders.
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Recurrent Related Party Transactions of a Revenue or Trading Nature (RRPT)
The breakdown of the aggregate value of the RRPT of a revenue or trading nature conducted pursuant to the 
Proposed Renewal of the Existing Shareholders’ Mandate during the financial year ended 31 December 2011 
are as follows:

*Companies in which Sai Chin Hock, a director and substantial shareholder, has interest.

The Company is seeking its shareholders’ approval on RRPT of a revenue or trading nature to be entered by 
the Company’s subsidiary companies with related parties in the ordinary course of business in the forthcoming 
AGM. Details of the transactions are furnished in the Circular to Shareholders, which is distributed together with 
the Annual Report.
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MEMBERSHIP

The members of the Audit Committee and details of attendance at the Audit Committee Meeting during the
financial year ended 31 December 2011, where a total of five (5) meetings were held, are as follows:-

Name   Designation   Number of Meeting Attended
Siow Kee Yen (Chairman) Independent Non-Executive Director   5/5
Adillah binti Ahmad Nordin Independent Non-Executive Director   5/5
Azhar bin Nayan Non-Independent Non-Executive Director   5/5

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”).

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.

Mr.Siow Kee Yen meets the requirements of paragraph 15.09(c)(i) where he is a Chartered Accountant and a 
member of the Malaysian Institute of Accountant.

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 
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 
amongst themselves elect a Chairman who must be independent director to chair the meeting.

Secretary

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 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.

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;

(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.  
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Authority

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

(a) have explicit authority to investigate any matter within its terms of reference, the resources to do so, 
and ful l access to information. All  employees shall be di rected to co-operate as requested by
members of the Audit Committee. 

(b) 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.

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

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

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

(b) 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; 

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

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

any change in accounting policies and practices;

significant adjustments arising from the audit;

the going concern assumption; and

compliance with accounting standards and other legal requirements.

(e) 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);

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

(j) 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;

(l) 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. 

(g) 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 appropria te 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.

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 :

(a)

(b)

(c)

(d)

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.

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

Reviewed the Group’s internal audit plan.

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.
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INTRODUCTION

The Board of Directors is committed to maintaining a sound system of internal controls to safeguard
shareholders’ investments and the Group’s assets. The Board is pleased to provide the following Statement on 
Internal Control made in compliance with the Listing Requirements of Bursa Securities.

RESPONSIBILITY

The Board acknowledges its responsibility to maintain a sound system of internal controls and the need to 
review its adequacy and integrity on a regular basis. The system of internal control cover, inter alia, risk 
management and financial, organizational, operational and compliance controls. The Board also recognizes 
that the system of internal control is designed to manage rather than eliminate the risk failure to achieve 
business objectives. In this regard, internal control can provide only reasonable and not absolute assurance 
against material misstatements or losses.

RISK MANAGEMENT

The Risk Management Framework of the Group, which is embedded in the Company’s management system, 
provides a structured approach in identifying, assessing and managing the risk faced by the Group. 

The risk management functions are currently delegated to the Management Committee who 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.

MANAGEMENT PROCESS

The Board has always regarded that a well-defined organization and management structure and reporting line 
will reinforce the internal control of the Group. There is a formal organizational structure with delineated lines of 
authority, responsibility and accountability within the Group. The Board entrusts the daily running of the 
business to the Executive Directors (“ED”) and has put in place suitably qualified and experienced Management 
personnel to head the Group’s diverse operating units into delivering results.

In most operating units, periodic meetings are held to ensure that progress, exceptions and variations are fully 
discussed and appropriate actions are taken. This ensure that business objectives are met. Adequate reports/ 
meeting minutes are generated for reviews on various business/operating units of the Group.

The ED plays a pivotal role in communicating the Board’s expectations of the system 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 EDs
meet with departmental Managers regularly to discuss Production, Operational, Sales and Human Resource 
issues and monitors the progress of these issues through daily interaction with the management team.
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ASSURANCE MECHANISM

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

The internal audit function (“IAF”) has been fully outsourced to a professional service provider firm. The IAF 
which reports directly to the AC, conducts reviews on the adequacy and effectiveness of the Group’s system of 
internal control. These audits review the internal controls in the key activities of the Group’s business based on 
an internal audit plan approved by the AC. The IAF provides the AC with reports highlighting observations, 
recommendations and action plans to improve the system of internal control. This help to provide reasonable 
assurance that the internal control function as intended as well as safeguarding the Group’s investments and 
assets.

CONCLUSION

The board is of the view that the system of internal control and risk management practices are effective to 
ensure that the level of risk to which the group is exposed to has been managed appropriately. The Board will 
continue the on-going process in identifying, evaluating and managing the significant risks faced by the group.

The statement is made in accordance with a resolution of the Board of Directors dated 23 April 2012.

Statement On
Internal Control
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Directors’ Report

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 2011.

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.

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

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

No dividend has been paid or declared by the Company since the end of the previous financial year. The 
directors do not recommend the payment of any dividend for the current financial year.

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:

Sai Chin Hock
See Wan Seng
Ang Kwee Teng
Siow Kee Yen
Tuan Haji Azhar bin Nayan
Adillah binti Ahmad Nordin
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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 10 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 30 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:

Sai Chin Hock, 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 statements of comprehensive income and the statements of financial position 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.
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(b)  At the date of this report, the directors are not aware of any circumstances which would render:

 (i) the amount written off as bad debts or the amount provided for as doubtful debts in the financial
  statements of the Group and of the Company inadequate to any substantial extent; and

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

(c) At the 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.

(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 its 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.

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 23 April 2012.

Sai Chin Hock     See Wan Seng

Melaka, Malaysia
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Statement by directors
Pursuant to Section 169 (15) of the Companies Act, 1965

We, Sai Chin Hock 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 34 to 83 are drawn up 
in accordance with Financial Reporting Standards and the Companies Act, 1965 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 2011 and of their 
financial performance and cash flows for the year then ended.

The information set out in Note 37 on page 83 to the financial statements have been prepared in accordance 
with the Guidance on Special Matter No.1, Determination of Realised and Unrealised Profits or Losses in the 
Context of Disclosure Pursuant to Bursa Malaysia Securities Berhad Listing Requirements, as issued by the 
Malaysian Institute of Accountants.

Signed on behalf of the Board in accordance with a resolution of the directors dated 23 April 2012.

Sai Chin Hock                                                                          See Wan Seng

Melaka, Malaysia

Statutory declaration
Pursuant to Section 169 (16) of the Companies Act, 1965

I, See Wan Seng, 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 34 to 83 are in 
my opinion correct, and I make this solemn declaration conscientiously believing the same to be true and by 
virtue of the provisions of the Statutory Declarations Act, 1960.

Subscribed and solemnly declared by
the abovenamed See Wan Seng
at Melaka in the State of Melaka
on 23 April 2012        See Wan Seng

Before me,

ONG SAN KEE
Commissioner for Oaths
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Independent Auditors’
Report To The Members
Of Ornapaper Berhad

Report on the financial statements

We have audited the financial statements of Ornapaper Berhad, which comprise the statements of financial 
position of the Group and of the Company as at 31 December 2011, and the statements of comprehensive 
income, statements of changes in equity and statements of cash flows of the Group and of the Company for the 
year then ended, and a summary of significant accounting policies and other explanatory notes, as set out on 
pages 34 to 83.

Directors’ responsibility for the financial statements

The directors of the Company are responsible for the preparation of financial statements that give a true and fair 
view in accordance with Financial Reporting Standards and the Companies Act, 1965 in Malaysia, and for such 
internal control as the directors determine are necessary to enable the preparation of financial statements that 
are free from material misstatement, whether due to fraud or error.

Auditors’ responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our 
audit in accordance with approved standards on auditing in Malaysia. Those standards require that we comply 
with ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on our judgment, including the assessment of risks of 
material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, we consider internal control relevant to the entity's preparation of financial statements that give a 
true and fair view in order to design audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the entity's internal control. An audit also includes 
evaluating the appropriateness of the accounting policies used and the reasonableness of accounting estimates 
made by the directors, as well as evaluating the overall presentation of the financial statements.

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

Opinion

In our opinion, the financial statements have been properly drawn up in accordance with Financial Reporting 
Standards and the Companies Act, 1965 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 2011 and of their financial performance and cash flows for 
the year then ended.
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Report on other legal and regulatory requirements

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

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

(b) We have considered the financial statements and the auditors' report of the subsidiaries of which we have  
 not acted as auditors, which are indicated in Note 15 to the financial statements, being financial statements  
 that have been included in the consolidated financial statements.

(c) 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.

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

Other matters

The supplementary information set out in Note 37 to the financial statements on page 83 is disclosed to meet 
the requirement of Bursa Malaysia Securities Berhad. The directors are responsible for the preparation of the 
supplementary information in accordance with Guidance on Special Matter No. 1, Determination of Realised 
and Unrealised Profits or Losses in the Context of Disclosure Pursuant to Bursa Malaysia Securities Berhad 
Listing Requirements, as issued by the Malaysian Institute of Accountants ("MIA Guidance") and the directive of 
Bursa Malaysia Securities Berhad. In our opinion, the supplementary information is prepared, in all material 
respects, in accordance with the MIA Guidance and the directive of Bursa Malaysia Securities Berhad.

This report is made solely to the members of the Company, as a body, in accordance with Section 174 of the 
Companies Act, 1965 in Malaysia and for no other purpose. We do not assume responsibility to any other 
person for the content of this report.

Ernst & Young       Lee Ah Too
AF: 0039       2187/09/13(J)
Chartered Accountants      Chartered Accountant

Melaka, Malaysia
Date: 23 April 2012
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The accompanying accounting policies and explanatory notes form an integral part of the financial statements. 
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The accompanying accounting policies and explanatory notes form an integral part of the financial statements. 
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The accompanying accounting policies and explanatory notes form an integral part of the financial statements. 
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1. Corporate information

Ornapaper Berhad is a public limited liability company, incorporated and domiciled in Malaysia, and is listed on 
the Main Market 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. There 
have been no significant changes in the nature of the principal activities during the financial year.

2. Significant accounting policies

2.1 Basis of preparation

  The financial statements of the Group and of the Company have been prepared in accordance  
  with Financial Reporting Standards (FRS) and the Companies Act, 1965 in Malaysia.

  The financial statements of the Group and 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) and all values are rounded to  
  the nearest thousand (RM'000) except when otherwise indicated.

 2.2 Significant accounting policies

  The accounting policies adopted are consistent with those of the previous financial year except  
  that the Group and the Company adopted, where applicable, the following new and amended  
  FRS and IC Interpretations mandatory for annual financial periods beginning on or after 1 January  
  2011:
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 2. Significant accounting policies (continued)

Adoption of the above standards and interpretations did not have any effect on the financial performance and 
position of the Group and of the Company.

Malaysian Financial Reporting Standards (MFRS)

On 19 November 2011, the Malaysian Accounting Standards Board (MASB) issued a new MASB approved 
accounting framework, the Malaysian Financial Reporting Standards (MFRS Framework).

The Group and the Company will be required to prepare financial statements using the MFRS Framework in its 
first MFRS financial statements for the year ending 31 December 2012. In presenting its first MFRS financial 
statements, the Group will be required to restate the comparative financial statements to amounts reflecting the 
application of MFRS Framework. The majority of the adjustments required on transition will be made,
retrospectively, against opening retained earnings.

The directors are of the opinion that the financial performance and financial position as disclosed in these
financial statements for the period ended 31 December 2011 would not be significantly different if prepared 
under the MFRS Framework.



42 Annual  Report 2011   

ORNAPAPER BERHAD (573695-W)
( Inc orporated in  Malaysia)

Notes To The 
Financial Statements
(For The Financial Year Ended 31 December 2011)

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

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

Acquisitions of subsidiaries are accounted for by applying the purchase method. Identifiable assets 
acquired and liabilities and contingent liabilities assumed in a business combination are measured 
initially at their fair values at the acquisition date. Adjustments to those fair values relating to
previously held interests are treated as a revaluation and recognised in other comprehensive income.

The cost of a business combination 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 business combination. Any excess of the cost of business
combination over the Group’s share in the net fair value of the acquired subsidiary’s identifiable 
assets, liabilities and contingent liabilities is recorded as goodwill on the statement of financial 
position. The accounting policy for goodwill is set out in Note 2.7. Any excess of the Group’s share in 
the net fair value of the acquired subsidiary’s identifiable assets, liabilities and contingent liabilities 
over the cost of business combination is recognised as income in profit or loss on the date of
acquisition. When the Group acquires a business, embedded derivatives separated from the host 
contract by the acquiree are reassessed on acquisition unless the business combination results in a 
change in the terms of the contract that significantly modifies the cash flows that would otherwise be 
required under the contract.

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.

Non-controlling interest represents the portion of profit or loss and net assets in subsidiaries not held 
by the Group and is presented separately in profit or loss of the Group and within equity in the
consolidated statements of financial position, separately from parent shareholders’ equity. Transac-
tions with non-controlling interest are accounted for using the entity concept method whereby such 
transactions are accounted for as transactions with owners. On acquisition of non-controlling interest, 
the difference between the consideration and book value of the share of the net assets acquired is 
recognised directly in equity. Gain or loss on disposal to non-controlling interest is recognised directly 
in equity.

2. Significant accounting policies (continued)

 2.3  Subsidiaries and basis of consolidation

2. Significant accounting policies (continued)

 2.4  Transactions with non-controlling interest
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2. Significant accounting policies (continued)

 2.5  Foreign currency

    (a) Functional and presentation currency

    (b) Foreign currency transactions 

  2.6  Property, plant and equipment and depreciation

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

Transactions in foreign currencies are measured in Ringgit Malaysia and are recorded on initial 
recognition at exchange rates approximating those ruling at the transaction dates. Monetary 
assets and liabilities denominated in foreign currencies are translated at exchange rates ruling a 
the reporting date. Non-monetary items denominated in foreign currencies that are measured at 
historical cost are translated using the exchange rates as at the dates of the initial transactions.

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

All items of property, plant and equipment are initially recorded at cost. The cost of an item of property, 
plant and equipment is recognised as an asset if, and only if, 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.

Subsequent to recognition, property, plant and equipment are stated at cost less accumulated
depreciation and any accumulated impairment losses. When significant parts of property, plant and 
equipment are required to be replaced in intervals, the Group recognises such parts as individual 
assets with specific useful lives and depreciation, respectively. Likewise, when a major inspection is 
performed, its cost is recognised in the carrying amount of the plant and equipment as a
replacement if the recognition criteria are satisfied. All other repair and maintenance costs are
recognised in profit or loss as incurred.

Depreciation is computed on a straight-line basis over the estimated useful lives of the assets as 
follows:

Leasehold land                                                     99 years
Factory buildings                           50 years
Plant and machinery, factory equipment   and electrical installation              5 to 20 years
Other assets                     5 to 10 years

The carrying values of property, plant and equipment are reviewed for impairment when events or 
changes  in circumstances indicate that the carrying value may not be recoverable.
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The residual value, useful life and depreciation method are reviewed at each financial year-end, and 
adjusted prospectively, if appropriate.

An item of property, plant and equipment is derecognised upon disposal or when no future economic 
benefits are expected from its use or disposal. Any gain or loss on derecognition of the asset is 
included in the profit or loss in the year the asset is derecognised.

Goodwill is initially measured at cost. Following initial recognition, goodwill is measured at cost less 
accumulated impairment losses.

For the purpose of impairment testing, goodwill acquired is allocated, from the acquisition date, to 
each of the Group’s cash-generating units ("CGU") that are expected to benefit from the synergies of 
the combination.

The CGU to which goodwill has been allocated is tested for impairment annually and whenever there 
is an indication that the CGU may be impaired, by comparing the carrying amount of the CGU,
including the allocated goodwill, with the recoverable amount of the CGU. Where the recoverable 
amount of the CGU is less than the carrying amount, an impairment loss is recognised in the profit or 
loss. Impairment losses recognised for goodwill are not reversed in subsequent periods.

Where goodwill forms part of a CGU and part of the operation within that CGU is disposed of, the 
goodwill associated with the operation disposed of is included in the carrying amount of the operation 
when determining the gain or loss on disposal of the operation. Goodwill disposed of in this
circumstance is measured based on the relative fair values of the operations disposed of and the 
portion of the CGU.

Land use rights are initially measured at cost. Following initial recognition, land use rights are
measured at cost less accumulated amortisation and accumulated impairment losses. The land use 
rights are amortised over their lease terms.

2.7  Goodwill

 2.8  Land use rights

 2. Significant accounting policies (continued)

  2.6  Property, plant and equipment and depreciation (continued) 
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 2.9  Impairment of non-financial assets

 2.10   Subsidiaries

The Group assesses at each reporting date whether there is an indication that an asset may be 
impaired. If any such indication exists, or when an annual impairment assessment for an asset is 
required, the Group makes an estimate of the asset’s recoverable amount.

An asset’s recoverable amount is the higher of an asset’s fair value less costs to sell and its value in 
use. For the purpose of assessing impairment, assets are grouped at the lowest levels for which there 
are separately identifiable cash flows (“CGU”).

In assessing value in use, the estimated future cash flows expected to be generated by the asset 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 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.

Impairment losses are recognised in profit or loss except for assets that are previously revalued 
where the revaluation was taken to other comprehensive income. In this case the impairment is also 
recognised in other comprehensive income up to the amount of any previous revaluation.

An assessment is made at each reporting date as to whether there is any indication that
previously recognised impairment losses may no longer exist or may have decreased. A
previously recognised impairment loss is reversed 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. If 
that is the case, the carrying amount of the asset is increased to its recoverable amount. That 
increase cannot exceed the carrying amount that would have been determined, net of depreciation, 
had no impairment loss been recognised previously. Such reversal is recognised in profit or loss. 
Impairment loss on goodwill is not reversed in a subsequent period.

A subsidiary is an entity over which the Group has the power to govern the financial and operating 
policies so as to obtain benefits from its activities.

In the Company’s separate financial statements, investments in subsidiaries are accounted for at cost 
less impairment losses.

 2. Significant accounting policies (continued)
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Financial assets are recognised in the statements of financial position when, and only when, the 
Group and the Company become a party to the contractual provisions of the financial instrument.

When financial assets are recognised initially, they are measured at fair value, plus, in the case of 
financial assets not at fair value through profit or loss, directly attributable transaction costs.

The Group and the Company determine the classification of their financial assets at initial recognition, 
and the categories include financial assets at fair value through profit or loss, loans and receivables, 
held-to-maturity investments and available-for-sale financial assets.

The Group and the Company did not have any held-to-maturity investments throughout the reporting 
period.

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

Subsequent to initial recognition, financial assets at fair value through profit or loss are
measured at fair value. Any gains or losses arising from changes in fair value are recognised in 
profit or loss. Net gains or net losses on financial assets at fair value through profit or loss do 
not include exchange differences, interest and dividend income. Exchange differences, interest 
and dividend income on financial assets at fair value through profit or loss are recognised 
separately in profit or loss as part of other losses or other income.

Financial assets at fair value through profit or loss could be presented as current or non-current. 
Financial assets that is held primarily for trading purposes are presented as current whereas 
financial assets that is not held primarily for trading purposes are presented as current or 
non-current based on the settlement date.

Financial assets with fixed or determinable payments that are not quoted in an active market 
are classified as loans and receivables.

Subsequent to initial recognition, loans and receivables are measured at amortised cost using 
the effective interest method. Gains and losses are recognised in profit or loss when the loans 
and receivables are derecognised or impaired, and through the amortisation process.

Loans and receivables are classified as current assets, except for those having maturity dates 
later than 12 months after the reporting date which are classified as non-current.

 2.11 Financial assets

   (a) Financial assets at fair value through profit or loss

   (b) Loans and receivables

 2. Significant accounting policies (continued)
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Available-for-sale financial assets are those that are designated as available for sale or are 
not classified in any of the preceding categories.

After initial recognition, available-for-sale financial assets are measured at fair value. Any 
gains or losses from changes in fair value of the financial asset are recognised in other 
comprehensive income, except that impairment losses, foreign exchange gains and losses on 
monetary instruments and interest calculated using the effective interest method are
recognised in profit or loss. The cumulative gain or loss previously recognised in other 
comprehensive income is reclassified from equity to profit or loss as a reclassification
adjustment when the financial asset is derecognised. Interest income calculated using the 
effective interest method is recognised in profit or loss. Dividends on an available-for-sale 
equity instrument are recognised in profit or loss when the Group's and the Company's right 
to receive payment is established.

Investments in equity instruments whose fair value cannot be reliably measured are
measured at cost less impairment loss.

Available-for-sale financial assets are classified as non-current assets unless they are 
expected to be realised within 12 months after the reporting date.

 (c) Available-for-sale financial assets

 A financial asset is derecognised where the contractual right to receive cash flows from the asset has  
 expired. On derecognition of a financial asset in its entirety, the difference between the carrying  
 amount and the sum of the consideration received and any cumulative gain or loss that had been  
 recognised in other comprehensive income is recognised in profit or loss.

 Regular way purchases or sales are purchases or sales of financial assets that require delivery of  
 assets within the period generally established by regulation or convention in the marketplace  
 concerned. All regular way purchases and sales of financial assets are recognised or derecognised  
 on the trade date, the date that the Group and the Company commit to purchase or sell the asset.

 2. Significant accounting policies (continued)

 2.11 Financial assets (continued)
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 2.12   Impairment of financial assets

 The Group and the Company assess at each reporting date whether there is any objective evidence  
 that a financial asset is impaired.

To determine whether there is objective evidence that an impairment loss on financial assets 
has been incurred, the Group and the Company consider factors such as the probability of 
insolvency or significant financial difficulties of the debtor and default or significant delay in 
payments. For certain categories of financial assets, such as trade receivables, receivables 
that are assessed not to be impaired individually are subsequently assessed for impairment 
on a collective basis based on similar risk characteristics. Objective evidence of impairment 
for a portfolio of receivables could include the Group's and the Company's past experience of 
collecting payments, an increase in the number of delayed payments in the portfolio past the 
average credit period and observable changes in national or local economic conditions that 
correlate with default on receivables.

If any such evidence exists, the amount of impairment loss is measured as the difference 
between the asset’s carrying amount and the present value of estimated future cash flows 
discounted at the financial asset’s original effective interest rate. The impairment loss is
recognised in profit or loss.

The carrying amount of the financial asset is reduced by the impairment loss directly for all 
financial assets with the exception of trade receivables, where the carrying amount is reduced 
through the use of an allowance account. When a trade receivable becomes uncollectible, it 
is written off against the allowance account.

If in a subsequent period, the amount of the impairment loss decreases and the decrease can 
be related objectively to an event occurring after the impairment was recognised, the
previously recognised impairment loss is reversed to the extent that the carrying amount of 
the asset does not exceed its amortised cost at the reversal date. The amount of reversal is 
recognised in profit or loss.

If there is objective evidence (such as significant adverse changes in the business
environment where the issuer operates, probability of insolvency or significant financial 
difficulties of the issuer) that an impairment loss on financial assets carried at cost has been 
incurred, the amount of the loss is measured as the difference between the asset’s carrying 
amount and the present value of estimated future cash flows discounted at the current market 
rate of return for a similar financial asset. Such impairment losses are not reversed in
subsequent periods.

 (a) Trade and other receivables and other financial assets carried at amortised cost

   (b) Unquoted equity securities carried at cost

 2. Significant accounting policies (continued)
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Cash and cash equivalents comprise cash at bank and on hand, demand deposits, and short-term, 
highly liquid investments that are readily convertible to known amount of cash and which are subject
to an insignificant risk of changes in value. These also include bank overdrafts that form an integral 
part of the Group’s cash management.

Inventories are stated at the lower of cost and net realisable value. Costs incurred in bringing the 
inventories to their present location and condition are accounted for as follows:

- Raw materials: purchase costs on a weighted average basis.
- Finished goods and work-in-progress: costs of direct materials and labour and a proportion of  
 manufacturing overheads based on normal operating capacity. These costs are assigned on  
 a weighted average basis.

Net realisable value is the estimated selling price in the ordinary course of business less estimated
costs of completion and the estimated costs necessary to make the sale.

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result 
of a past event, it is probable that an outflow of economic resources will be required to settle the 
obligation and the amount of the obligation can be estimated reliably.

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. If it 
is no longer probable that an outflow of economic resources will be required to settle the obligation, 
the provision is reversed. If the effect of the time value of money is material, provisions are
discounted using a current pre tax rate that reflects, where appropriate, the risks specific to the 
liability. When discounting is used, the increase in the provision due to the passage of time is
recognised as a finance cost.

Financial liabilities are classified according to the substance of the contractual arrangements entered
into and the definitions of a financial liability. Financial liabilities, within the scope of FRS 139, are  
recognised in the statements of financial position when, and only when, the Group and the Company
become a party to the contractual provisions of the financial instrument. Financial liabilities are
classified as either financial liabilities at fair value through profit or loss or other financial liabilities.

The Group and the Company did not have any financial liabilities at fair value through profit or loss 
throughout the reporting period.

 2.13 Cash and cash equivalents

 2.14 Inventories

 2.15 Provisions

 2.16 Financial liabilities

 2. Significant accounting policies (continued)
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 2.16 Financial liabilities (continued).

The Group's and the Company's other financial liabilities include trade payables, other 
payables and loans and borrowings.

Trade and other payables are recognised initially at fair value plus directly attributable
transaction costs and subsequently measured at amortised cost using the effective interest 
method.

Loans and borrowings are recognised initially at fair value, net of transaction costs incurred, 
and subsequently measured at amortised cost using the effective interest method. Borrowings 
are classified as current liabilities unless the Group has an unconditional right to defer
settlement of the liability for at least 12 months after the reporting date.

For other financial liabilities, gains and losses are recognised in profit or loss when the
liabilities are derecognised, and through the amortisation process.

A financial guarantee contract is a contract that requires the issuer to make specified payments to 
reimburse the holder for a loss it incurs because a specified debtor fails to make payment when due.

Financial guarantee contracts are recognised initially as a liability at fair value, net of transaction 
costs. Subsequent to initial recognition, financial guarantee contracts are recognised as income in 
profit or loss over the period of the guarantee. If the debtor fails to make payment relating to financial 
guarantee contract when it is due and the Group, as the issuer, is required to reimburse the holder for 
the associated loss, the liability is measured at the higher of the best estimate of the expenditure 
required to settle the present obligation at the reporting date and the amount initially recognised less 
cumulative amortisation.

No values are placed on corporate guarantees provided by the Company to secure bank loans and 
other banking facilities granted to its subsidiaries where such loans and banking facilities are fully 
collateralised by fixed and floating charges over the property, plant and equipment and other assets 
of the subsidiaries and where the directors regard the value of the credit enhancement provided by 
the corporate guarantees as minimal.

 (a) Other financial liabilities

 A financial liability is derecognised when the obligation under the liability is extinguished. When an  
  terms, or the terms of an existing liability are substantially modified, such an exchange or modification  
 is treated as a derecognition of the original liability and the recognition of a new liability, and the
 difference in the respective carrying amounts is recognised in profit or loss.

2.17   Financial guarantee contracts

 2. Significant accounting policies (continued)



Annual  Report 2011   51

ORNAPAPER BERHAD (573695-W)
( Inc orporated in  Malaysia)

Notes To The 
Financial Statements
(For The Financial Year Ended 31 December 2011)

Finance leases, which transfer to the Group substantially all the risks and rewards incidental 
to ownership of the leased item, are capitalised at the inception of the lease at the fair value of 
the leased asset or, if lower, at the present value of the minimum lease payments. Any initial 
direct costs are also added to the amount capitalised. Lease payments are apportioned 
between the finance charges and reduction of the lease liability so as to achieve a constant 
rate of interest on the remaining balance of the liability. Finance charges are charged to profit 
or loss. Contingent rents, if any, are charged as expenses in the periods in which they are 
incurred.

Leased assets are depreciated over the estimated useful life of the asset. However, if there is 
no reasonable certainty that the Group will obtain ownership by the end of the lease term, the 
asset is depreciated over the shorter of the estimated useful life and the lease term.

Operating lease payments are recognised as an expense in profit or loss on a straight-line 
basis over the lease term. 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.

Leases where the Group retains substantially all the risks and rewards of ownership of the 
asset are classified as operating leases. Initial direct costs incurred in negotiating an operating 
lease are added to the carrying amount of the leased asset and recognised over the lease term 
on the same bases as rental income. The accounting policy for rental income is set out in Note 
2.21(e).

Borrowing costs are capitalised as part of the cost of a qualifying asset if they are directly attributable 
to the acquisition, construction or production of that asset. Capitalisation of borrowing costs 
commences when the activities to prepare the asset for its intended use or sale are in progress and 
the expenditures and borrowing costs are incurred. Borrowing costs are capitalised until the assets 
are substantially completed for their intended use or sale.

All other borrowing costs are recognised in profit or loss in the period they are incurred. Borrowing 
costs consist of interest and other costs that the Group and the Company incurred in connection with 
the borrowing of funds.

The Group makes contributions to the Employees Provident Fund in Malaysia, a defined contribution 
pension scheme. Contributions to defined contribution pension schemes are recognised as an 
expense in the period in which the related service is performed.

 2.18 Borrowing costs

 2.19 Employee benefits - defined contribution plans

 2.20 Leases

     (a)  As lessee

     (b)  As lessor

 2. Significant accounting policies (continued)
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 2.21 Revenue

 2.22 Income taxes

Revenue from sale of goods is recognised upon the transfer of significant risk and rewards of 
ownership of the goods to the customer. 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.

Interest income is recognised using the effective interest method.

Management fees are recognised when services are rendered.

Dividend income is recognised when the Group’s right to receive payment is established.

Rental income is accounted for on a straight-line basis over the lease terms. The aggregate 
costs of incentives provided to lessees are recognised as a reduction of rental income over the 
lease term on a straight-line basis.

Current tax assets and liabilities are measured at the amount expected to be recovered from 
or paid to the taxation authorities. The tax rates and tax laws used to compute the amount are 
those that are enacted or substantively enacted by the reporting date.

Current taxes are recognised in profit or loss except to the extent that the tax relates to items 
recognised outside profit or loss, either in other comprehensive income or directly in equity.

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. Revenue is measured at the fair value of consideration  
 received or receivable.

 (a)  Sale of goods

 (b) Interest income

 (c) Management fees

 (d) Dividend income

 (e) Rental income

 (a) Current tax

 2. Significant accounting policies (continued)
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Deferred tax is provided using the liability method on temporary differences at the reporting 
date between the tax bases of assets and liabilities and their carrying amounts for financial 
reporting purposes.

Deferred tax liabilities are recognised for all temporary differences, except:

- where the deferred tax liability arises from the initial recognition of goodwill or of an asset  
 or liability in a transaction that is not a business combination and, at the time of the
 transaction, affects neither the accounting profit nor taxable profit or loss; and

- in respect of taxable temporary differences associated with investments in subsidiaries,  
 associates and interests in joint ventures, where the timing of the reversal of the
 temporary differences can be controlled and it is probable that the temporary differences  
 will not reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible temporary differences, carry forward of 
unused tax credits and unused tax losses, to the extent that it is probable that taxable profit will 
be available against which the deductible temporary differences, carry forward of unused tax 
credits and unused tax losses can be utilised except:

- where the deferred tax asset relating to the deductible temporary difference arises from  
 the initial recognition of an asset or liability in a transaction that is not a business
 combination and, at the time of the transaction, affects neither the accounting profit nor  
 taxable profit or loss; and

- in respect of deductible temporary differences associated with investments in subsidiaies,  
 associates and interests in joint ventures, deferred tax assets are recognised only to the  
 extent that it is probable that the temporary differences will reverse in the foreseeable 
 future and taxable profit will be available against which the temporary differences can be  
 utilised.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to 
the extent that it is no longer probable that sufficient taxable profit will be available to allow all 
or part of the deferred tax asset to be utilised. Unrecognised deferred tax assets are 
reassessed at each reporting date and are recognised to the extent that it has become 
probable that future taxable profit will allow the deferred tax assets to be utilised.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to 
the year when the asset is realised or the liability is settled, based on tax rates and tax laws 
that have been enacted or substantively enacted at the reporting date.

     (b)  Deferred tax

 2. Significant accounting policies (continued)

 2.22 Income taxes (continued)
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 2.22 Income taxes (continued) (continued)

 2.23 Share capital and share issuance expenses

 2.24 Contingencies

 2.25 Segment reporting

Deferred tax relating to items recognised outside profit or loss is recognised outside profit or 
loss. Deferred tax items are recognised in correlation to the underlying transaction either in 
other comprehensive income or directly in equity and deferred tax arising from a business 
combination is adjusted against goodwill on acquisition.

Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists to 
set off current tax assets against current tax liabilities and the deferred taxes relate to the 
same taxable entity and the same taxation authority.

Revenues, expenses and assets are recognised net of the amount of sales tax except:

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

- Receivables and payables that are stated with the amount of sales tax included.

 (b)  Deferred tax (continued)

 (c) Sales tax

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

 An equity instrument is any contract that evidences a residual interest in the assets of the Group and  
 the Company after deducting all of its liabilities. Ordinary shares are equity instruments.

 Ordinary shares are recorded at the proceeds received, net of directly attributable incremental
 transaction costs. Ordinary shares are classified as equity. Dividends on ordinary shares are
 recognised in equity in the period in which they are declared.

 A contingent liability or asset is a possible obligation or asset that arises from pastevents and whose  
 existence will be confirmed only by the occurrence or non-occurrence of uncertain future event(s)
 not wholly within the control of the Group.

 Contingent liabilities and assets are not recognised in the statements of financial position of the Group.

 Segment information is not disclosed as the Group operates solely in Malaysia and is principally 
 engaged in the manufacturing and sale of one product line, that is, corrugated boards and carton  
 boxes.

 2. Significant accounting policies (continued)
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The cost of plant and equipment for the manufacture of corrugated boards and carton boxes 
is depreciated on a straight-line basis over the assets’ estimated economic useful lives. 
Management estimates the useful lives of these plant and equipment to be within 5 to 20 
years. These are common life expectancies applied in the corrugated boards and carton 
boxes 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. The carrying amount of the Group’s plant and 
equipment at the reporting date is disclosed in Note 13. A 5% difference in the expected 
useful lives of these assets from management’s estimates would result in approximately 1%
(2010: 1%) variance in the Group’s profit, net of tax.

Goodwill is tested annually for impairment and at other times when such indicators exist. This 
requires an estimation of the value in use of the CGU's to which goodwill is allocated.

When value in use calculation is undertaken, management must estimate the suitable 
discount rate in order to calculate the present values of those cashflows. Further details of 
the carrying value, the key assumptions applied in the impairment assessment of goodwill 
and sensitivity analysis to changes in the assumptions are disclosed in Note 16.

In the process of applying the Group’s accounting policies, management has not made any critical 
judgments, apart from those involving estimations, which could have a significant effect on the 
amounts recognised in the financial statements.

The key assumptions concerning the future and other key sources of estimation uncertainty at the 
reporting 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.

(a) Useful lives of plant and machinery

(b)   Impairment of goodwill

3. Significant accounting judgments and estimates

The preparation of the Group’s and the Company's financial statements requires management to make 
judgments, estimates and assumptions that affect the reported amounts of revenues, expenses, assets and 
liabilities, and the disclosure of contingent liabilities at the reporting date. However, uncertainty about these 
assumptions and estimates could result in outcomes that could require a material adjustment to the carrying 
amount of the asset or liability affected in the future.

3.1 Judgments made in applying accounting policies

3.2 Key sources of estimation uncertainty
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 3.2  Key sources of estimation uncertainty (continued)

The Group and the Company assess at each reporting date whether there is any objective 
evidence that a financial asset is impaired. To determine whether there is objective evidence 
of impairment, the Group and the Company consider factors such as the probability of 
insolvency or significant financial difficulties of the debtor and default or significant delay in 
payments.

Where there is objective evidence of impairment, the amount and timing of future cash flows 
are estimated based on historical loss experience for assets with similar credit risk
characteristics. The carrying amount of the Group's and of the Company’s loans and
receivable at the reporting date is disclosed in Note 19. If the present value of estimated future 
cash flows increases/decreases by 10% from management’s estimates, the Group's
allowance for impairment will decrease/increase by RM427,336.

 (c) Impairment of loans and receivables

 3. Significant accounting judgments and estimates (continued)

4. Revenue

5. Interest income
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During the financial year, the Company further subscribed for an additional 1,500,000 and 99,998 new 
ordinary shares of RM1.00 each in Ornapaper Industry (Batu Pahat) Sdn. Bhd. and Quantum Rhythm 
Sdn. Bhd. for a cash consideration of RM1,500,000 and RM99,998 respectively. The proportion of 
ownership interests of Ornapaper Industry (Batu Pahat) Sdn. Bhd. and Quantum Rhythm Sdn. Bhd. 
held by the Company remain unchanged.
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Impairment tests for goodwill

Goodwill arising from business combinations has been allocated to two individual CGU identified 
according to the subsidiaries for impairment testing, the carrying amount of which are as follows:

Ornapaper Industry (Perak) Sdn. Bhd. ("OIP")
Ornapaper Industry (Johor) Sdn. Bhd. ("OIJ")

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 
pre-tax discount rate applied to the cash flow projections and the forecast growth rates used to
extrapolate cash flows beyond the five-year period are as follows:

The calculations of value in use for the CGUs are most sensitive to the following assumptions:
Budgeted gross margins - Gross margins are based on average values achieved in the three years 
preceding the start of the budget period. These are increased over the budget period for anticipated 
efficiency improvements.

Growth rates - The forecast growth rates are based on published industry research and do not exceed 
the long-term average growth rate for the industries relevant to the CGUs.

Pre-tax discount rates - Discount rates reflect the current market assessment of the risks specific to 
each CGU. This is the benchmark used by management to assess operating performance and to
evaluate future investment proposals. In determining appropriate discount rates for each CGU, regard 
has been given to the yield on a ten-year government bond at the beginning of the budgeted year.

Market share assumptions - These assumptions are important because, as well as using industry data 
for growth rates (as noted above), management assesses how the CGU’s position, relative to its 
competitors, might change over the budget period. Management expects the Group’s share of the 
electronics and related market on which the Group's products are dependent upon, to be stable over 
the budget period.
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Credit risk is the risk of loss that may arise on outstanding financial instruments should a counterparty 
default on its obligations. The Group’s exposure to credit risk arises primarily from trade and other 
receivables. For other financial assets (including cash and bank balances), the Group minimise credit 
risk by dealing exclusively with high credit rating counterparties.

The Group’s objective is to seek continual revenue growth while minimising losses incurred due to 
increased credit risk exposure. The Group trades only with recognised and creditworthy third parties. It 
is the Group’s policy that all customers who wish to trade on credit terms are subject to credit verification 
procedures. In addition, receivable balances are monitored on an ongoing basis with the result that the 
Group’s exposure to bad debts is not significant. For the relevant operating unit, the Group does not 
offer credit terms without the approval of the directors.

Exposure to credit risk
At the reporting date, the Group's and the Company's maximum exposure to credit risk is represented by 
the carrying amount of each class of financial assets recognised in the statements of financial position, 
with positive fair values and a nominal amount of RM61,386,000 relating to a corporate guarantee 
provided by the Company to a bank on subsidiaries bank loans.

Information regarding credit risk management for trade and other receivables is disclosed in Note 19(a).

Credit risk concentration profile
At the reporting date, approximately 15% (2010: 24%) of the Group's gross trade receivables were due 
from 2 (2010: 2) customers totalling RM7,661,162 (2010: RM12,484,271).

Financial assets that are neither past due nor impaired
Information regarding trade and other receivables that are neither past due nor impaired is disclosed in 
Note 19(a).

Financial assets that are either past due or impaired
Information regarding financial assets that are either past due or impaired is disclosed in Note 19(a).

(a) Credit risk

34. Financial risk management objectives and policies (continued)

The Board of Directors reviews and agrees policies and procedures for the management of these risks.

It is, and has been throughout the current and previous financial years, the Group’s policy that no derivatives 
shall be undertaken except for the use as hedging instruments where appropriate and cost-efficient. The Group 
does not apply hedge accounting and there are no outstanding hedging instruments at reporting date.

The following sections provide details regarding the Group's exposure to the above-mentioned financial risks 
and the objectives, policies and processes for the management of these risks.
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Liquidity risk is the risk that the Group will encounter difficulty in meeting financial obligations due 
to shortage of funds. The Group’s exposure to liquidity risk arises primarily from mismatches of the
maturities of financial assets and liabilities. The Group’s objective is to maintain a balance between 
continuity of funding and flexibility through the use of stand-by credit facilities.

The Group manages its debt maturity profile, operating cash flows and the availability of funding so 
as to ensure that refinancing, repayment and funding needs are met. As part of its overall 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 at a reasonable level to its overall debt position. As far as possible, the Group raises 
committed funding from financial institutions and balances its portfolio with some short term 
funding so as to achieve overall cost effectiveness.

The Group's objective is to maintain a balance between continuity of funding and flexibility through 
the use of stand-by credit facilities and collection from customers.

Analysis of financial instruments by remaining contractual maturities
The maturity profile of the Group's and the Company's liabilities at the reporting date based on
contractual undiscounted repayment obligations is as follows:

 34. Financial risk management objectives and policies (continued)

 (b) Liquidity risk

At the reporting date, the counterparty to the financial guarantee does not have a right to demand 
cash repayment as the default has not occurred. Accordingly, financial guarantees under the scope 
of FRS 139 are not included in the above maturity profile analysis.
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Interest rate risk is the risk that the fair value or future cash flows of the Group’s financial
instruments will fluctuate because of changes in market interest rates.

The Group's interest rate risk arises primarily from interest-bearing borrowings. The Group 
manages its interest rate exposure by maintaining a prudent mix of fixed and floating rate
borrowings and actively review its debt portfolio taking into account the investment holding period 
and nature of its assets.

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

Sensitivity analysis for interest rate risk

Based on the utilisation of floating rate loans and borrowings throughout the reporting period, if 
interest rates had been 50 basis point lower (or higher), with all other variables held constant, the 
Group's profit before tax would have been RM303,000 higher (or lower), arising mainly as a result 
of lower (or higher) interest expense that would have been incurred. The assumed movement in 
basis points for interest rate sensitivity analysis is based on the currently observable market 
environment.

Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will 
fluctuate because of changes in foreign exchange rates.

The Group is exposed to transactional currency risk primarily through sales and purchases that are 
denominated in a currency other than the respective functional currencies of the Group entities. 
The currencies giving rise to this risk are primarily United States Dollars ("USD") and Singapore 
Dollars ("SGD"). Such transactions are kept to an acceptable level.

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

 34. Financial risk management objectives and policies (continued)

 (c) Interest rate risk

 (d) Foreign currency risk
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 34. Financial risk management objectives and policies (continued)

 (d) Foreign currency risk (continued)

35. Capital management

The primary objective of the Group's capital management is to ensure that it maintains a strong credit rating and 
healthy capital ratios in order to support its business and maximise shareholder value.

The Group manages its capital structure and makes adjustments to it, in light of changes in economic
conditions. To maintain or adjust the capital structure, the Group may adjust the dividend payments to
shareholders, return capital to shareholders or issue new shares. No changes were made in the objectives, 
policies or processes during the years ended 31 December 2010 and 31 December 2011.

The Group monitors capital using a gearing ratio, which is net debt divided by total capital plus net debt. The 
Group's policy is to keep the gearing ratio within acceptable levels. The Group includes within net debt, borrow-
ings, trade and other payables, less cash and bank balances. Capital includes equity attributable to equity 
holders of the Group.
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35. Capital management (continued)

23 April 2012.

The breakdown of the retained earnings of the Group and of the Company as at 31 December 2011 into 
realised and unrealised profits is presented in accordance with the directive issued by Bursa Malaysia 
Securities Berhad dated 25 March 2010 and prepared in accordance with Guidance on Special Matter
No. 1, Determination of Realised and Unrealised Profits or Losses in the Context of Disclosure Pursuant 
to Bursa Malaysia Securities Berhad Listing Requirements, as issued by the Malaysian Institute of
Accountants.
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Authorised share capital : RM100,000,000.00
Issued and paid-up capital : RM75,250,601.00
Class of shares : Ordinary Shares of RM1.00 each 
Voting rights : 1 Vote per Ordinary Share

DISTRIBUTION OF SHAREHOLDERS 

Range No. of
Shareholders % No. of Shares %

1 to 99 9 0.50 360 0.00
100 to 1,000 339 18.97 315,379 0.42
1,001 to 10,000 948 53.05 4,835,714 6.43
10,001 to 100,000 418 23.40 13,589,204 18.06
100,001 to 3,762,529          71 3.97 28,129,411 37.38
3,762,530 and above 2 0.11 28,380,533 37.71

1,787 100.00 75,250,601 100.00

SUBSTANTIAL SHAREHOLDERS

Direct Indirect
Name No. of Shares % %No. of Share

Intisari Delima Sdn Bhd 18,634,888 24.76 - -
Lembaga Tabung Haji 9,745,645 12.95 - -
Ang Kwee Teng 10,000 0.01 18,634,888 24.76
See Wan Seng - - 18,634,888 24.76
Sai Chin Hock 846,400 1.12

*
*
# 22,305,798 29.64

3. DIRECTORS’ SHAREHOLDINGS
(Based on the Register of Directors’ Shareholdings)

Name No. of Shares % No. of Shares %

Adillah binti Ahmad Nordin 34,000 - -
Ang Kwee Teng 10,000  18,634,888 *

-Azhar bin Nayan 25,000 -
29.64

24.76

Sai Chin Hock 846,400
18,634,888 *
22,305,798 #

24.76See Wan Seng -
Siow Kee Yen 230,500

0.05
0.01
0.03
1.12

-
0.31 - -

Notes :-
* Deemed interest by virtue of their shareholdings in Intisari Delima Sdn Bhd 
# Deemed interest by virtue of him being the father to Mr Sai Seak Chyuan, Mr Sai Tzy Horng, a
substantial shareholder of Pilihan Sistematik Sdn Bhd and by virtue of his substantial shareholdings in 
Intisari Delima Sdn Bhd
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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   9,745,645  12.95
3. SUPERIOR RAINBOW SDN BHD  2,593,645  3.45
4. SAI SEAK CHYUAN    2,568,586  3.41
5. HSBC NOMINEES (ASING) SDN BHD  
 EXEMPT AN FOR BSI SA (BSI BK SG-NR)  2,000,000  2.66
6. LAU CHEE WEN    1,442,400  1.92
7. KUAH SAY CHONG     1,339,000  1.78
8. YEO SER KEN    1,173,000  1.56
9. GRANDEUR LAND SDN BHD  1,000,000  1.33
10. UPTREND PERFORMER SDN BHD  1,000,000  1.33
11. SAI CHIN HOCK    846,400  1.12
12. LO YOON NIEN    798,100  1.06
13. JF APEX NOMINEES (TEMPATAN) SDN BHD PLEDGED
 SECURITIES ACCOUNT FOR HON MENG HENG (MARGIN) 710,100  0.94
14. SIANG TECK SIONG    649,900  0.86
15. SAI SEAK CHYUAN    643,000  0.85
16. LIM HUEY TIEN    500,000  0.67
17. PILIHAN SISTEMATIK SDN BHD  459,324  0.61
18. GOH YU TIAN     438,200  0.58
19. LIM HONG LIANG`    430,000  0.57
20. AMSEC NOMINEES (TEMPATAN) SDN BHD
 PLEDGED SECURITIES ACCOUNT FOR TEO WUE SON
 @ TEO WEE SOON    331,300  0.44
21. WONG MENG KIANG    331,000  0.44
22. RHB NOMINEES (TEMPATAN) SDN BHD 
 PLEDGED SECURITIES ACCOUNT FOR FOO KAI SENG 319,900  0.43
23. CHONG NYOK MOEY    309,600  0.41
24. LEE WEI GIA    300,000  0.40
25. ONG BOH LEE    270,000  0.36
26. CIMB COMMERCE TRUSTEE BERHAD
 EXEMPT AN FOR EPF INVESTMENT FOR MEMBER SAVINGS SCHEME 252,700  0.34 
27. KHOO KIM KAI    252,500  0.34
28. CHIN HUI FONG    227,000  0.30
29. RHB CAPITAL NOMINEES (TEMPATAN) SDN BHD
 PLEDGED SECURITIES ACCOUNT FOR SIOW KEE YEN 225,500  0.30
30. GOH CHOON HONG     224,000  0.30

Total    50,015,688 66.47








