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DEFINITIONS

Except where the context otherwise requires, the following definitions shall apply throughout this Circular and
the accompanying appendices:

“Acquisition of TBH” Acquisition of the entire equity interest in TBH by our Company
from Ng Wai Leong and Khor Chin Chye for a cash consideration
of RM500,000, which was completed on 23 April 2019

“Act” : Companies Act 2016

“AGM” : Annual general meeting of our Company

“Announcement” . The announcement of the Proposed Diversification dated 9 March
2020

“AppAsia” or “Company” :  AppAsia Berhad

“AppAsia Group” or “Group” Our Company and our subsidiaries, collectively

“AppAsia Share(s)” or “Share(s)” :  Ordinary share(s) in our Company

“B2B” Business-to-business

“B2C” Business-to-customer

“B40” Refers to the bottom 40% of Malaysian households with monthly
income of RM3,900 and below

“BNM” Bank Negara Malaysia

“Board” Board of Directors of our Company

“Bursa Securities”

Bursa Malaysia Securities Berhad

“Circular” This circular to our shareholders dated 26 June 2020 in relation to
the Proposed Diversification
“Director” A natural person who holds a directorship in a company, whether in

“E-commerce”

an executive or non-executive capacity, and shall have the meaning
given in Section 2(1) of the Act and Section 2(1) of the Capital
Markets and Services Act 2007

Electronic commerce

“EPS” Earnings per AppAsia Share

“FYE” Financial year ended / ending, as the case may be

“ICT” Information and communications technology

“IT” Information technology

“LAT” Loss after tax attributable to the owners of our Company

“LBT” Loss before tax

“Licence” TBH’s moneylending licence dated 3 July 2019 issued by the

“Listing Requirements”

Ministry

ACE Market Listing Requirements of Bursa Securities

“LPD” 16 June 2020, being the latest practicable date prior to the printing
of this Circular

“LPS” Loss per AppAsia Share

“Ministry” Ministry of Housing and Local Government



DEFINITIONS (CONT’D)

“Moneylenders Act”
“NA”

“OPR”

“PAT”

“PBT”

“Proposed Diversification”

“RM” and “Sen”
“SSA”

“TA Securities”

“TBH”

LEENTRNGE L

All references to “we”, “us”,

Moneylenders Act 1951 [Act 400]

Net assets

Overnight policy rate

Profit after tax attributable to the owners of our Company
Profit before tax

Proposed diversification of the businesses of our Group to include
moneylending business

Ringgit Malaysia and sen, respectively

Share sale agreement entered into between our Company and Ng
Wai Leong and Khor Chin Chye on 27 November 2018 for the
Acquisition of TBH

TA Securities Holdings Berhad

TBH Borneo Sdn Bhd, our wholly-owned subsidiary

our” and “ourselves” are to our Company, or where the context requires, are to our

Group. All references to “you” in this Circular are references to the shareholders of our Company.

Words incorporating the singular shall, where applicable, include the plural and vice versa and words incorporating
the masculine gender shall, where applicable, include the feminine and neuter genders and vice versa.

Reference to persons shall include a corporation, unless otherwise specified. Any reference in this Circular to any
enactment is a reference to that enactment as for the time being amended or re-enacted. Any reference to a time of
day in this Circular shall be a reference to Malaysian time, unless otherwise specified.

[The rest of this page has been intentionally left blank]
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EXECUTIVE SUMMARY

THIS EXECUTIVE SUMMARY SETS OUT THE SALIENT INFORMATION OF THE PROPOSED
DIVERSIFICATION. PLEASE READ THIS CIRCULAR AND ITS APPENDICES CAREFULLY FOR
MORE DETAILS ON THE PROPOSED DIVERSIFICATION BEFORE VOTING AT OUR
COMPANY’S FORTHCOMING AGM.

Our Company is asking you as our shareholders to vote IN FAVOUR of the resolution in relation to the Proposed
Diversification to be tabled at our forthcoming AGM, as recommended by our Board.

Proposed Diversification : On 27 November 2018, our Company entered into the SSA for the Acquisition
of TBH. TBH is principally involved in the moneylending business and holds
the Licence issued by the Ministry under the Moneylenders Act to be read
together with the Moneylenders (Control and Licensing) Regulations 2003.
The Licence shall be valid for a period of 2 years effective from 1 September
2019 to 31 August 2021 and is renewable once every 2 years. The Licence
allows TBH to undertake any business relating to moneylending activities.

Our Group has commenced the moneylending business since 1 July 2019.
Considering the favourable outlook with sustained loan growth as supported
by increase in outstanding business loan growth (as set out in Section 4.2 of
this Circular) despite the current challenging environment arising from the
COVID-19 pandemic, our Board anticipates that the moneylending business
will potentially contribute 25% or more of our Group’s net profit and/or result
in a diversion of 25% or more of our Group’s NA. As such, we are seeking
shareholders’ approval for the Proposed Diversification.

Our Group has leveraged on our existing Executive Directors, namely Toh
Hong Chye and Yong Mai Fang to manage our moneylending business.

Rationale : Our Group has experienced increasing competition and challenges in the e-
commerce industry and had recorded LAT from the existing business
activities in the past few years. In view of the above, one of our Group’s long-
term growth plans is to grow our moneylending business in order to mitigate
our Group’s reliance on our e-commerce business.

Our Board believes that the Proposed Diversification is expected to contribute
positively to our Group after considering the following:

e sustained loan growth and outlook of loan market in Malaysia;
e long processing periods and strict lending requirements imposed by the

banks; and
e demands from individuals and businesses for financing from licensed
moneylenders.
Prospects : Our Board believes that our Group is able to grow our moneylending business

after considering the demands from individuals and businesses for financing
from non-bank financial service providers for various reasons such as
personal financing, business start-up and expansion, project financing and
others.

Our Group plans to extend our moneylending business to segments (i.e. small
medium enterprise and B40 segments) which are underserved by licensed
financial institutions. As a new entrant in the moneylending business, our
Group will develop our customer base gradually through methods such as
providing flexible financing schemes and offer moneylending services to
those with limited access to banks.
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EXECUTIVE SUMMARY (CONT’D)

Risk Factors

Effects of the Proposed
Diversification

Approval

The risks relating to the loan market are as follows:

Credit risk

Fraud risk

Competition risk

Non-renewal or revocation or suspension of the Licence
Regulatory and economic risk

Financing risk

Dependency on key management personnel

There can be no assurance that our Group will be able to manage or effectively
mitigate the abovementioned risks. Accordingly, adverse development in any
of the risk factors could have a material adverse effect on our Group’s
operations and financial performance.

The Proposed Diversification will not have any effect on the share capital and
substantial shareholders’ shareholding of our Company.

Our Board expects that the Proposed Diversification will contribute positively
to the future earnings, EPS and NA of our Group. The gearing of our Group
may increase in the event our Group decides to finance the working capital
for the moneylending business through debt financing.

The Proposed Diversification is subject to the approval from our shareholders
at the forthcoming AGM to be convened.

[The rest of this page has been intentionally left blank]
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To:

Our shareholders

Dear Sir/Madam,

PROPOSED DIVERSIFICATION

INTRODUCTION

On 9 March 2020, TA Securities announced on behalf of our Board that our Company proposes to undertake
the Proposed Diversification.

Further details of the Proposed Diversification are set out in the ensuing sections of this Circular.

THE PURPOSE OF THIS CIRCULAR IS TO PROVIDE YOU WITH THE RELEVANT
INFORMATION OF THE PROPOSED DIVERSIFICATION, TO SET OUT OUR BOARD’S
RECOMMENDATION ON THE PROPOSED DIVERSIFICATION AND TO SEEK YOUR
APPROVAL FOR THE RESOLUTION PERTAINING TO THE PROPOSED DIVERSIFICATION
TO BE TABLED AT OUR FORTHCOMING AGM. THE NOTICE OF AGM TOGETHER WITH
THE PROXY FORM ARE ENCLOSED IN THE ANNUAL REPORT OF OUR COMPANY FOR
THE FYE 31 DECEMBER 2019.

YOU ARE ADVISED TO READ AND CONSIDER THE CONTENTS OF THIS CIRCULAR
TOGETHER WITH THE APPENDICES CONTAINED HEREIN CAREFULLY BEFORE
VOTING ON THE RESOLUTION PERTAINING TO THE PROPOSED DIVERSIFICATION TO
BE TABLED AT OUR FORTHCOMING AGM.



PROPOSED DIVERSIFICATION

On 27 November 2018, our Company entered into the SSA for the Acquisition of TBH. TBH is principally
involved in the moneylending business and holds the Licence issued by the Ministry under the
Moneylenders Act to be read together with the Moneylenders (Control and Licensing) Regulations 2003.
The Licence is valid from 1 September 2019 to 31 August 2021 and is renewable once every 2 years. The
renewal application shall be made at least 60 days before the expiry date of the Licence (as set out in Section
5.4 of this Circular). The Licence allows TBH to undertake any business relating to moneylending activities.
The Acquisition of TBH was completed on 23 April 2019. TBH has commenced business since 1 July
2019.

Further information on the Acquisition of TBH is set out in Appendix I of this Circular.

Considering the favourable outlook with sustained loan growth as supported by increase in outstanding
business loan growth (as set out in Section 4.2 of this Circular) despite the current challenging environment
arising from the COVID-19 pandemic, our Company intends to further expand our moneylending business
which is expected to contribute positively to the future earnings of our Group.

Although our Group does not have prior experience in the moneylending business, we have leveraged on
our existing Executive Director, namely Toh Hong Chye’s capabilities, resources and networking to
manage the moneylending business and has successfully recorded a revenue of RMO0.3 million in the 2™
half of 2019. In addition, Toh Hong Chye is assisted by Yong Mai Fang in the daily operations of TBH.

The profiles of Toh Hong Chye and Yong Mai Fang are as follows:
(i) Toh Hong Chye, Malaysian, aged 44

He was appointed as the Executive Director of our Company on 24 July 2014. He obtained his
Association of Chartered Certified Accountants (“ACCA”) professional qualification in 2000. He is
a registered member and a certified Chartered Accountant of the Malaysian Institute of Accountants
since 2002. He is a fellow of the ACCA since 2005. He was conferred with a Master Degree in
Business Administration in Finance from the International Islamic University Malaysia in 2006.

He began his career when he joined Lau Choo Seng & Co as an Audit Assistant in 1997. In 2000, he
joined B.L. Tan & Co as an Audit Supervisor. In 2002, Toh Hong Chye founded his own firm, namely
H.C. Toh & Co, a non-audit firm, which provides professional services involving company secretary,
accounting and business advisory to companies from various industries.

He has over 20 years of experience in audit and assurance engagements, corporate reporting and
compliance, taxation and wide-ranging overseas exposures. He was involved in the successful
implementation of several corporate exercises which include merger and acquisition and corporate
debt restructuring exercises undertaken by private and public listed companies. He also sits on the
board of directors of Pegasus Heights Berhad and SerSol Berhad as executive director. In view of his
past corporate experience as well as a Chartered Accountant himself, he was then appointed as the
executive director of TBH in 2019 to oversee the business development as well as the strategic risk
and risk management of TBH.

(ii) Yong Mai Fang, Malaysian, aged 43

She was appointed as the Executive Director of our Company on 1 March 2018. She obtained her
ACCA professional qualification in 2004. She is a registered member and a certified Chartered
Accountant of the Malaysian Institute of Accountants since 2005. She is a fellow of the ACCA since
2009.

She has more than 15 years of experience in accountancy and business advisory services. Her
experience covers various sectors comprising property development, construction, investment
holding, leisure management, servicing and trading.



She began her career with Hivision Development Sdn Bhd as an Accounts Executive in 2000. In 2001,
she joined B.L. Tan & Co as an Audit Assistant. She was subsequently promoted to Audit Branch
Manager and was responsible in overseeing and manages audit, taxation and other assurance services.
During her time in B.L. Tan & Co, she also founded Cogos Sdn Bhd in 2004, which provides
accounting, business management and advisory services. She is still the Director of Cogos Sdn Bhd
as at the LPD. She left B.L. Tan & Co in 2012. In 2014, she joined AppAsia Group as a Group
Accountant and was subsequently appointed as the Executive Director of AppAsia in 2018. She was
appointed as the Accountant of TBH in June 2019. She is responsible for the finance and strategic
direction of TBH.

As at the LPD, TBH has a total of 2 employees, as mentioned above. Our Group has no immediate plans to
employ additional staffs to oversee the moneylending business as the present level of personnel is sufficient
to oversee TBH’s operation. Depending on factors such as potential future business expansion, our Group
may employ additional staffs with the relevant experiences when the need arises.

To grow the moneylending business, our Group intends to advance approximately RM10.0 million over a
period of 5 years mainly for TBH’s working capital requirements (e.g. funds to be lend to borrowers and
for staff cost such as salaries and statutory contribution). Such funding requirement is expected to be funded
through our internally-generated funds and/or proceeds to be raised from future fund-raising exercises to
be undertaken by our Company. However, the breakdown of funding cannot be determined at this juncture.
As at the LPD, RM6.8 million has been advanced to TBH by our Group for working capital purposes.

Notwithstanding the Proposed Diversification, our Group remains committed to our other existing business

of ICT security, e-commerce and digital contents.

RATIONALE FOR THE PROPOSED DIVERSIFICATION

Our Group is mainly involved in the following business activities:

(1) ICT security business — Provision of solutions, products and services in the IT security sector which
include managed security services, security-enhanced solutions, managed infrastructure services, IT
hardware and software trading, professional consultancy, system development, security penetration

testing, forensic research and specialised training services;

(i)  E-commerce business — Provision of research and development of online marketplace which caters
for B2B and B2C transactions and operations of e-commerce platform;

(i)  Digital content business — Provision of e-media technologies and solutions for digital media
industries and contents aggregation, development of mobile applications, games and portal; and

(iv)  Provision of moneylending.

The revenue and LAT/PAT of our Group for the past 3 audited FYEs 31 December 2017 to 31 December
2019 is as follows:

FYE 31 December | FYE 31 December | FYE 31 December
2017 2018 2019
RM RM RM

Revenue
ICT security business 1,482,255 517,368 1,639,302
E-commerce business 139,134,759 175,305,541 86,229,194
Digital content business 2,113,948 2,545,144 2,988,435
Moneylending - - 327,747
Others 108,335 176,676 216,279
Total 142,839,297 178,544,729 91,400,957
(LAT)/PAT (415,240) 463,531" (261,782)




Note:

* Inclusive a one-off gain of RM1.7 million from the disposal of investment properties. Please refer to Section
4.4(b) of this Circular for more information.

Presently, majority of our Group’s revenue is derived from our e-commerce business. Our Group has
experienced increasing competition and challenges in the e-commerce industry and had recorded LAT from
the existing business activities (mainly e-commerce business) in the past few years. The e-commerce
industry has experienced significant growth in terms of e-commerce providers/players. As a result, this has
pushed our profit margin lower in order to remain competitive in the industry. In view of the above, one of
our Group’s long-term growth plans is to grow our moneylending business in order to mitigate our Group’s
reliance on our e-commerce business.

Our Group has commenced the moneylending business since 1 July 2019 after considering the favourable
outlook of loan market with sustained loan growth as supported by increase in outstanding business loan
growth (as set out in Section 4.2 of this Circular) despite the current challenging environment arising from
the COVID-19 pandemic, long processing periods and strict lending requirements imposed by the banks as
well as demands from individuals and businesses for financing from licensed moneylenders for various
reasons such as personal financing, business start-up and expansion, project financing and others.

In the 2™ half of 2019, our Group’s moneylending business recorded a revenue of RM0.3 million. Our
Board anticipates that the moneylending business will potentially contribute 25% or more of our Group’s
net profits and/or result in a diversion of 25% or more of our Group’s NA. As such, in accordance with
Rule 10.13(1) of the Listing Requirements, our Company is required to obtain our sharcholders’ approval
in a general meeting for the Proposed Diversification.

INDUSTRY OUTLOOK AND PROSPECTS OF OUR GROUP
4.1 Overview and outlook of Malaysian economy

The Malaysian economy expanded by 4.3% in 2019 (2018: 4.7%), supported by resilient private
sector spending. The global economy is projected to register negative growth in 2020, due mainly
to the significant economic repercussions arising from the unprecedented coronavirus disease
(COVID-19) pandemic. Spill overs from the pandemic and the implementation of the movement
control order to contain its spread will result in large output losses for the Malaysian economy in
2020. Against this highly challenging global economic outlook, Malaysia’s gross domestic product
(“GDP”) growth is projected to be between -2.0% to 0.5% in 2020 (2019: 4.3%). The domestic
economy will be impacted by the necessary global and domestic actions taken to contain the
outbreak. The extent of the economic impact arising from this pandemic would be contingent on the
severity and duration of the outbreak in various economies and the corresponding measures
undertaken to contain this global health crisis.

Apart from the health crisis, the Malaysian economy is expected to be affected by the sharp decline
and volatile shifts in crude oil prices. Prolonged low global oil prices will impact the income,
employment and investment prospects in the mining-related sectors directly. Nonetheless, lower oil
prices may alleviate cost pressures on consumers and businesses.

Following the notable increase in risks to the growth outlook since end-2019, especially arising from
the COVID-19 pandemic, the OPR was reduced in January 2020 and March 2020 by a total of 50
basis points to 2.50%. Both adjustments were intended to provide a more accommodative monetary
environment to support economic growth amid low inflation.



Given the significant headwinds to growth arising from COVID-19, the Government and BNM have
introduced large counter cyclical policy measures to mitigate the economic impact of the pandemic.
2 economic stimulus packages amounting to RM250 billion were introduced to provide immediate
relief to affected households and businesses. On 27 February 2020, the Government announced the
1% economic stimulus package, amounting to RM20 billion with funds to ease cashflow constraints
for businesses, provide financial assistance and training for affected individuals and spur investment.
The additional measures form part of the 2" economic stimulus package that was announced on 27
March 2020. This stimulus package, totalling RM230 billion, includes a moratorium on loan
payments and loan guarantees. Overall, the second stimulus package aims to provide further relief
mainly by increasing broad-based financial assistance for households, supporting employment
retention and accelerating public sector spending on infrastructure upgrades.

Domestic growth prospects are expected to improve towards the end of 2020, in line with the
projected recovery in global demand and amid continued support from policy measures. As risks
from the pandemic subside, consumer sentiments can also be expected to gradually improve when
travel restrictions are eased and tourism activities resume.

Private consumption continued to record a strong growth of 7.6% in 2019 (2018: 8.1%), which was
well above its long-term average (2011-2018: 7.0%). This was driven by supportive labour market
conditions and selected Government measures amid a modest inflation environment. Households
also continued to sustain spending, particularly on necessities. Public consumption expanded at a
moderate pace of 2.0% (2018: 3.3%), as continued growth in emoluments was weighed down by
lower Government spending on supplies and services.

Private investment expanded at a slower pace of 1.5% (2018: 4.5%). The heightened uncertainty
surrounding global trade tensions affected business sentiments of both domestic and export-oriented
firms. Public investment declined by 10.8% (2018: 5.2%), due mainly to the completion of large-
scale projects by public corporations. The continued rationalisation efforts by the Government, as
reflected by the ongoing review of several large-scale infrastructure projects had also contributed to
lower spending by public corporations.

The services and manufacturing sectors remained as key contributors to growth. The services sector
expanded by 6.1% (2018: 6.8%), as growth normalised following a robust performance in 2018,
when the tax holiday period encouraged greater consumer spending. The manufacturing sector
recorded a slower growth of 3.8% in 2019 (2018: 5.0%). Within the export-oriented clusters, weak
external demand affected manufacturing activity in the electrical and electronics cluster, while the
supply disruptions in key commodities led to lower production in primary-related clusters. Growth
in the agriculture sector improved to 1.8% during the year (2018: 0.1%), due mainly to a turnaround
in oil palm yields from production constraints and adverse weather conditions in 2018. The mining
sector continued to register a contraction of -1.5% (2018: -2.6%), as crude oil output was weighed
down mainly by maintenance works and voluntary supply adjustments by Petroliam Nasional
Berhad. Growth in the construction sector moderated to 0.1% (2018: 4.2%), reflecting mainly the
completion and near completion of large infrastructure and mixed development projects.

Headline inflation is forecasted to average within the range of -1.5% to 0.5% in 2020 (2019: 0.7%),
mainly reflecting significantly lower global oil and commodity prices. Without the direct downward
impact from lower global oil prices, underlying inflation, as measured by core inflation, is projected
to remain positive, averaging between 0.8% to 1.3% (2019: 1.5%). This reflects subdued demand
pressures, expectations for a negative output gap this year, as well as weak labour market conditions.

(Source: BNM'’s Economic and Monetary Review 2019)

The Malaysian economy registered a lower growth of 0.7% in the 1% quarter of 2020, reflecting the
early impact of measures taken both globally and domestically to contain the spread of the COVID-
19 pandemic, including the introduction of the Movement Control Order (“MCO”) in Malaysia. On
the supply side, the services and manufacturing sectors moderated, while the other sectors contracted.
From the expenditure side, domestic demand moderated, while exports of goods and services
recorded a sharper decline. On a quarter-on-quarter seasonally-adjusted basis, the economy declined
by 2.0% (4Q 2019: 0.6%).



Following 2 months of steady expansion, economic activity experienced a sharp downshift in March
2020 as a result of MCO (18 — 31 March 2020). This was evidenced by the decline in the Industrial
Production Index and Index of Wholesale and Retail Trade which recorded an average growth of
3.4% and 5.5%, respectively, in January-February 2020 before contracting to -4.9% and -6.1% in
March 2020 (1Q 2020: 0.4% and 1.5% respectively). The MCO comprised government closure of
schools, universities and non-essential services, border closures and restrictions on public movement,
work and operating hours, as well as mandatory social distancing and personal protection measures.
Essential services include telecommunications, finance, production and the provision of food
supplies, healthcare, utilities, electrical and electronics (“E&E”), as well as selected industries in
the primary and consumer clusters in the manufacturing sector. Sectors which were more labour
intensive and require face-to-face interaction were more impacted by the MCO. In particular,
construction activity was completely prohibited during the MCO phase. In contrast, the production
capacity in industries which were more capital intensive, such as mining and the E&E manufacturing
sub-sector, were affected to a lesser extent. The MCO also led to weaker private sector activity given
mobility restrictions, closures of non-essential services, such as retail sub-sectors, and a temporary
halt in ongoing investments.

The services sector moderated to 3.1% in 1% quarter of 2020 (4Q 2019: 6.2%), the slowest growth
since 2" quarter of 2009. The sector was affected by the COVID-19 pandemic, particularly the
tourism-related and non-food retail subsectors. The implementation of the MCO substantially
affected business activity, tourism and consumer spending. This led to a sharp slowdown in the
wholesale and retail trade, as well as food and beverages and accommodation sub-sectors.
International and domestic travel restrictions significantly impacted the transport and storage sub-
sector, with passenger air travel in particular, grinding almost to a complete halt during the MCO.
Growth in the finance and insurance subsector was supported by sustained financing and higher net
insurance premium. Meanwhile, continued demand for data communication services during the
MCO period contributed to the growth in the information and communication sub-sector.

The manufacturing sector moderated further to 1.5% (4Q 2019: 3.0%). The lockdown in China to
contain the pandemic disrupted the global supply chain for a broad range of products including E&E
and transport equipment. This resulted in a shortage of intermediate input for some domestic
industries. Nevertheless, the impact was mitigated through a drawdown of inventory, which largely
sustained domestic production activities. Manufacturing activity was however impacted by the
imposition of the MCO. While the production of essential items and its supply chain were allowed
to operate, it did so at significantly reduced capacity due to the 50% cap on labour utilisation to
ensure sufficient social distancing at workplaces.

Domestic demand registered a modest growth of 3.7% in the 1% quarter of 2020 (4Q 2019: 4.8%),
due mainly to weaker capital spending by both the private and public sectors. The subdued
investment activity was mainly attributable to the containment measures undertaken by authorities
both globally and domestically. Domestic demand was also affected by weaker consumer sentiments
and business confidence, given the heightened uncertainty surrounding COVID-19. In addition, net
exports performance was also a large drag to growth during the quarter. Nonetheless, growth was
supported by continued expansion in private and public consumption.

Private consumption growth moderated to 6.7% in the 1% quarter of 2020 (4Q 2019: 8.1%). In
January 2020 and February 2020, retail and financing data indicated continued strength in
consumption spending growth. The MCO in the 2 half of March 2020 affected spending to some
extent, but mainly for big-ticket and leisure-related items such as car purchases and recreational
services. Amid soft labour market conditions, stimulus measures such as bringing forward the
Bantuan Sara Hidup disbursement from the 2"¢ quarter of 2020 to March 2020, and the cut in the
OPR particularly in January 2020 provided important support to spending. The availability of online
delivery platforms also cushioned the impact of movement restrictions.

Public consumption expanded at a faster pace of 5.0% in the 1% quarter of 2020 (4Q 2019: 1.3%),
supported by higher spending on both emoluments and supplies and service.

(Source: Economic and Financial Developments in the Malaysian Economy in the 1°' quarter of 2020)



4.2

Overview and outlook of the loan market in Malaysia

Lending rates as indicated by the weighted average lending rate on outstanding loans gradually
trended downwards to end the year at 5.16% (2018: 5.43%). Nevertheless, financing to the private
sector moderated in line with economic activity, mainly weighed down by cautious borrowing
sentiments during 2019. This was reflected in net financing growth, which expanded by 5.0% (2018:
5.8%), where outstanding loans grew by 4.0% (2018: 5.2%) while growth in outstanding corporate
bonds was sustained at 8.0% (2018: 8.0%).

The demand-driven moderation in loan growth was more pronounced in the business segment,
further compounded by high loan repayment trends and cautious lending by banks to selected sectors
experiencing weakness. However, following the OPR reduction in May 2019, demand for loans
improved, with applications increasing for both business and household loans. This, in turn,
translated into some improvement in loan growth, particularly in the business segment, towards the
end of 2019. Stable loan approval rates and loan disbursements at levels comparable to recent
averages indicated there had not been a general reduction in credit available to borrowers, including
small and medium enterprises.

(Source: BNM'’s Economic and Monetary Review 2019)

As at 23 March 2020, RAM Rating Services Berhad (“RAM?”) forecasted the loan growth for 2020
to be 1.0% - 2.0% for 2020 (2019: 3.9%).

(Source: Malaysian banks resilient enough to weather storm in 2020 published by RAM on 23 March 2020)

In the 1% quarter of 2020, net financing expanded at a sustained pace of 4.7% on an annual basis (4Q
2019: 4.7%), supported by higher growth in outstanding loans of 3.8% (4Q 2019: 3.5%). Growth in
outstanding corporate bonds moderated to 7.6% during the quarter (4Q 2019: 8.0%). Corporate bond
issuances were lower, amid seasonally slow issuance in January 2020 and a sharp increase in yields
in March 2020 following the escalation of COVID-19.

Growth in outstanding business loans increased to 3.4% (4Q 2019: 2.4%), contributed mainly by the
electricity, gas and water, and education, health and others sectors. Disbursements significantly
outpaced repayments in these sectors. For the household segment, growth in outstanding loans
moderated to 3.8% (4Q 2019: 4.7%), mainly due to high repayments on loans for the purchase of
securities.

Demand for business financing, as indicated by loan applications, slowed during the quarter, mainly
in the primary agriculture and manufacturing sectors. However, loan applications for working capital
increased to levels significantly higher than recent average. Demand for household loans was also
lower, particularly for housing loans, amid the expiration of the Home Ownership Campaign in 2019,
and the MCO in mid-March 2020.

(Source: Economic and Financial Developments in the Malaysian Economy in the I quarter of 2020)

In April 2020, outstanding loan growth was sustained at 4.0% (March: 4.0%), supported by an
increase in outstanding business loan growth (April: 4.7%; March: 4.2%), as repayments contracted
at a faster pace than disbursements. Meanwhile, outstanding household loan growth was lower
(April: 3.3%; March: 3.7%), as disbursements contracted faster relative to repayments.
Disbursements and repayments levels trended down across most business sectors and all household
loan purposes due to the implementation of the MCO and moratorium on loan repayments.
Outstanding corporate bond growth declined to 5.8% (March: 7.6%) amid lower issuances.

(Source: Monthly Highlights and Statistics, April 2020, BNM)
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Overview and prospects of our Group in moneylending business

There are borrowers who may not have access to credit facilities from banks due to strict lending
requirements imposed by such banks. In view of this, our Board believes that our Group is able to
grow our moneylending business after considering the demands from individuals and businesses for
financing from non-bank financial service providers for various reasons such as personal financing,
business start-up and expansion, project financing and others.

Our Group plans to extend our moneylending business to segments (i.e. small medium enterprise
and B40 segments) which are underserved by licensed financial institutions. As a new entrant in the
moneylending business, our Group will develop our customer base gradually through methods such
as providing flexible financing schemes to cater for a broader range of customers and offer
moneylending services to those with limited access to banks.

Premised on the above, our Board believes that despite the current challenging economic
environment, the favourable outlook for the loan market in Malaysia will provide opportunities for
our Group to grow our moneylending business which is expected to contribute positively to our

Group’s future earnings.

(Source: Our management)

Financial performance of our Group

The summary of the financial performance of our Group for the past 3 audited FYEs 31 December

2017 to 31 December 2019 is as follows:

(Audited)
FYE 31 FYE 31 FYE 31
December 2017 | December 2018 | December 2019
(RM) (RM) (RM)
Revenue 142,839,297 178,544,729 91,400,957
(LBT) / PBT (216,135) 560,562 41,196
(LAT) / PAT (415,240) 463,531 (261,782)
Share capital 50,450,491 50,463,256 26,463,256
Shareholders’ funds / NA attributable 26,620,614 27,115,961 26,537,059
to the owners of our Company
No. of Shares in issue 345,199,800 345,249,800 345,249,800
Weighted average number of Shares in 300,995,129 345,246,786 344,304,571
issue
NA per Share (sen) 7.71 7.85 7.69
Basic (LPS) / EPS (sen)” (0.14) 0.13 (0.08)
Current assets 122,101,703 26,295,827 25,680,616
Current liabilities 99,472,001 3,606,431 4,897,128
Current ratio (times) 1.23 7.29 5.24
Borrowings 141,253 128,795 46,402
Gearing (times) 0.01 Neg Neg

Notes:

Neg Negligible

(1) Based on the weighted average number of AppAsia Shares in issue.




Commentaries:

()

(b)
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FYE 31 December 2019 vs FYE 31 December 2018

Our Group recorded a lower revenue of RM91.4 million in FYE 31 December 2019 as
compared to RM178.5 million in FYE 31 December 2018, representing a decrease of RM87.1
million or 48.8%. The decrease in revenue for the FYE 31 December 2019 was mainly due
to the decrease in sales from the of e-commerce business to RM86.2 million in FYE 31
December 2019 (FYE 31 December 2018: RM175.3 million) arising from the lower B2B
customers due to the reimplementation of sales and service tax after the tax holiday in
September 2018.

Our Group recorded a LAT of RM0.3 million in FYE 31 December 2019 as compared to
PAT of RMO.5 million in FYE 31 December 2018, representing a decrease of RM0.8 million.
The LAT recorded in FYE 31 December 2019 was mainly due to the lower revenue recorded
as explained above.

FYE 31 December 2018 vs FYE 31 December 2017

Our Group recorded a higher revenue of RM178.5 million in FYE 31 December 2018 as
compared to RM142.8 million in FYE 31 December 2017, representing an increase of
RM35.7 million or 25.0%. The increase in revenue for the FYE 31 December 2018 was
mainly due to:

1) increase in sales from the e-commerce business to RM175.3 million in FYE 31
December 2018 (FYE 31 December 2017: RM139.1 million) arising from the increase
in number of B2B customers resulting from our Company’s recruitment plan by
internal sales team and external sales agent to increase sales from B2B customers; and

(il)  increase in sales from the digital contents business to RM2.5 million in FYE 31
December 2018 (FYE 31 December 2017: RM2.1 million) arising from higher sales
volume due to increase in monthly user traffic and monthly page views for all digital
contents developed by our Company together with collaboration partners.

Our Group recorded a PAT of RMO0.5 million in FYE 31 December 2018 as compared to
LAT of RM0.4 million in FYE 31 December 2017, representing an increase of RM0.9 million.
The PAT recorded in FYE 31 December 2018 was mainly due to:

(1) increase in other income to RM1.7 million in FYE 31 December 2018 (FYE 31
December 2017: RM1.0 million) from the one-off gain on disposal of investment
property of RM1.6 million consisting of 5 commercial shop lots located in Petaling
Jaya, which was completed on 20 March 2018; and

(il))  decrease in administrative expenses to RM6.1 million in FYE 31 December 2018
(FYE 31 December 2017: RM7.3 million) due to the full recognition of share-based
payment expenses of RM1.2 million in FYE 31 December 2017.

FYE 31 December 2017 vs FYE 31 December 2016

Our Group recorded a higher revenue of RM142.8 million in FYE 31 December 2017 as
compared to RM4.7 million in FYE 31 December 2016, representing an increase of RM138.2
million or 2,965.2%. The increase in revenue for the FYE 31 December 2017 was mainly
due to:

)] increase in sales from thee-commerce business to RM139.1 million for the FYE 31
December 2017 (FYE 31 December 2016: RMO0.6 million) arising from the launch of
AppAsia eMarketplace in Malaysia for B2B via www.b2b.appasia.my in May 2017
as well as for B2C via www.appasia.my in January 2017; and
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(il))  increase in sales from the digital content business to RM2.1 million for the FYE 31
December 2017 (FYE 31 December 2016: RM1.6 million) arising from the
involvement with various partners in the publishing industry (i.e, Nanyang Siang Pau,
China Press and iLifePost) to collect revenue from the public subscriptions and digital
advertisements using e-media digital platforms (i.e., web portal, mobile applications
and social media integration). The increase in the FYE 31 December 2017 was mainly
due to the increase in the number of visitors for the e-media digital platforms from
34.8 million visitors in December 2016 to 41.9 million visitors in December 2017 as
a result of the updated e-media digital platforms with additional features and
enhancements, such as improvement in page load time, “share and save as favourites”
function for articles, visitors’ comments section, notification settings and etc., which
improved the user-friendliness of the e-media digital platforms.

Our Group recorded a LAT of RM0.4 million in FYE 31 December 2017 as compared to
RM6.9 million in the FYE 31 December 2016, representing an improvement of RM6.4
million or 93.9%. The improvement in LAT for FYE 31 December 2017 was mainly due to:

(i) decrease in administrative expenses to RM7.3 million in FYE 31 December 2017 as
compared to RM10.9 million in the FYE 31 December 2016 due to the decrease in
staff cost of RM2.6 million. The decrease in staff cost was partly due to the
capitalisation of staff cost of RM1.1 million into the development expenditure in
relation to the completion of the development phase for the digital platforms in
September 2017 (i.e. News Portal Mobile Application and eMarketplace platform);

(ii))  increase in other income to RM1.0 million for the FYE 31 December 2017 (FYE 31
December 2016: RMO.5 million) mainly attributable to the one-off gain on disposal
of investment properties of RM0.8 million arising from the disposal of 2 units of
commercial offices located in Subang Jaya during the FYE 31 December 2017, which
was completed on 21 September 2017; and

(iii)  decrease in the depreciation of property, plant and equipment to RMO0.6 million for
the FYE 31 December 2017 (FYE 31 December 2016: RM0.8 million) as some of the
computers were fully depreciated during the FYE 31 December 2016.

Impact of the Proposed Diversification and value creation to our Group and our shareholders

Our Board is of the view that the Proposed Diversification is expected to contribute positively to the
future earnings of our Group after considering the rationale of the Proposed Diversification (as set
out in Section 3 of this Circular) as well as the outlook of the loan market in Malaysia (as set out in
the Section 4.2 of this Circular).

Adequacy of the Proposed Diversification in addressing our Group’s financial concerns

The Proposed Diversification will enable our Group to grow our moneylending services to any
potential borrowers which are underserved by the licensed financial institutions as there are demands
from individuals and businesses for financing from licensed moneylenders for various reasons such
as personal financing, business start-up and expansion, project financing and others.

Our Board remains positive on our Group’s prospects (as set out in Section 4.3 of this Circular) as
well as the various steps taken to improve our Group’s financial situation (as set out in Section 4.7
of this Circular). Having considered the above, our Board is of the view that the Proposed
Diversification is expected to contribute positively to our Group’s financial performance and is
adequate in addressing our Group’s current financial condition.

Steps taken or to be undertaken by our Group to improve the financial situation
Considering the current economic and retail market sentiment, our Group has been facing challenges

in our Group’s existing businesses especially in the e-commerce segment. Our Group has undertaken
and/or plans to undertake the following to improve our Group’s financial conditions:

10



(1) Our Group is constantly seeking for new business opportunities to have additional income
streams and to minimise our Group’s dependency on the e-commerce segment. As part the
on-going effort to seek new business opportunities, our Group has identified and completed
the Acquisition of TBH as an initial step to venture into the moneylending business which is
expected to contribute positively to our Group’s income stream;

(il)  On 12 June 2018, Extol Corporation Sdn Bhd (“Extol”), a wholly-owned subsidiary of our
Company, had entered into a collaboration agreement with Malaysian Institute of
Accountants to develop and promote an industry-wide electronic bank confirmation platform
(eConfirm.my) to facilitate the bank confirmation process in Malaysia (“Platform™). The
Platform is expected to be launched by 3™ quarter of 2020 and Extol shall charge the auditors
a platform service fee of RM15 per bank confirmation received. As at the LPD, the Platform
is in the final phase of testing;

(i)  Continuous research and development in artificial intelligence and big data for our digital
content solutions which is expected to enhance our core competency in digital content
solutions as well as provide sustainable revenue stream to our Group; and

(iv)  To secure more projects in the IT security and cloud sectors that can provide long-term
revenue stream to our Group.

In view of the mentioned steps undertaken, our Board is of the opinion that our Group’s efforts in
expanding our Group’s business activities are expected to improve the financial position of our
Group.

S. RISK FACTORS OF THE PROPOSED DIVERSIFICATION

Our Group is exposed to business risks relating to loan market in Malaysia as follows:

51

5.2

Credit risk

Our Group faces credit risk which may have a material effect on our Group’s financial results arising
from the unsecured lending as well as potential default by the borrowers in making repayments for
borrowings granted by TBH. Such risks could arise due to the deterioration in credit quality of
borrowers or a general deterioration in the local and/or global economy conditions.

In mitigating such risks, our Group will carry out comprehensive credit assessment to evaluate the
creditworthiness of the applicants and establish specific criteria for applicants to meet before lending
out the fund. Our Group will also restrict the maximum loanable fund to the borrower based on his
or her creditworthiness, and put in place mechanisms (e.g. reminder letters and calls as well as
commencing litigation process) to monitor collection and to minimise default risks. Despite of the
precautionary steps proposed to be taken by our Group, there is no assurance that our Group will not
incur loss attributed to the default risk of the customers.

Fraud risk

In assessing the credit applications, there can be no absolute assurance that the information furnished
by applicants is true as well as correct and any application received is a genuine application. Any
forged application or false or fraudulent information furnished by applicants may allow borrowers
or fraudsters to exploit cash, products or services provided by our Group, which may cause credit
losses to our Group.

To mitigate such risk, our Group will perform credit assessment and approval process by
undertaking verification of information furnished by applicants, including performing independent
checks with credit reference organisations (e.g. Credit Tip-Off Service (CTOS)) and insolvency
search with Department of Insolvency Malaysia.

11
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5.5

Competition risk

Being a new entrant in the moneylending industry, our Group faces competition from, amongst
others, existing players especially those large-scale licensed moneylenders and licensed financial
institutions. There is no assurance that our Group will be able to compete against current and future
competitors or that competitive pressure will not materially and adversely affect the business,
operations or financial condition of our Group.

To mitigate such risk, our Group intends to develop our own customer base by extending our
moneylending service to any potential borrowers underserved by licensed financial institutions and
co-operatives.

Non-renewal or revocation or suspension of the Licence

Our Group relies on the Licence to provide moneylending service in Malaysia and the Licence is
subject to renewal as it is valid for a period of 2 years effective from 1 September 2019 to 31 August
2021.

The following clauses in the Moneylenders Act govern the status of the Licence:

. clause 5E(1) - an application for renewal of Licence shall be made by licensee (i.e. TBH) at
least 60 days before the expiry date of the Licence and such application shall be supported
by documents and information as may be required by the Registrar of Moneylenders
(“Registrar”);

. clause SE(3) - if TBH fails to renew the Licence before the date of expiry of the Licence,
TBH shall not be entitled to make a new application for Licence within a period of 2 years
from the date of expiry of the Licence; and

. clause 9A — the Licence may be revoked or suspended if TBH commits any of the acts set
out in clause 9A(1) which comprises of :

(a)  if a licensee has been carrying on his business, in the opinion of the Registrar, in a
manner detrimental to the interest of the borrower or to any member of the public;

(b)  if a licensee has contravened any of the provisions of the Moneylenders Act or any
regulations or rules made under the Moneylenders Act;

(c)  ifalicensee has been licensed as a result of fraud, mistake or misrepresentation in any
material particular; or

(d)  has failed to comply with any of the conditions of the licence, the Registrar may,
subject to clause 9B of the Moneylenders Act, revoke the licence issued to the licensee
or suspend the licence for such period as the Registrar thinks fit.

If the Licence is not renewed or is revoked or suspended by the relevant authority, our Group’s
moneylending business will be disrupted and our financial performance may be adversely affected.
In mitigating such risk, our Group endeavours to comply with the relevant regulatory requirements
in relation to moneylending business by undertaking periodic review of our compliance with the
regulatory requirements.

Regulatory and economic risk

The moneylending industry in Malaysia is tightly regulated by the Ministry pursuant to the
Moneylenders Act.

12



The interests charged on the loans and the marketing advertisement of the licensed moneylenders
are governed under the Moneylenders Act. Any breach of the Moneylenders Act will result in fines
or potential revocation of licences. Furthermore, any amendments or changes to the Moneylenders
Act as well as the regulatory framework of the Ministry could materially affect the financial and
prospects of our Group.

Economic risk such as an economic downturn, unfavourable monetary and fiscal policy changes
which give rise to a fluctuation in interest or profit rates, and inflation could also affect
moneylending business in Malaysia.

The Malaysian economy was affected following the outbreak of the COVID-19 in early 2020 due
to the MCO imposed by governments as well as the fear of contracting the coronavirus. In response
to the outbreak, BNM has cut its OPR to 2% to cushion against the impact from the COVID-19
outbreak as part of BNM’s monetary policy adjustment. The overall impact of the coronavirus would
depend on the duration and spread of the outbreak as well as the policy responses by authorities. In
mitigating such risk, our management will keep abreast with the latest development in the
coronavirus situation but there can be no assurance that it will not materially affect the operation
and financial performance of our Group.

5.6  Financing risk

Our Group may require further funding to expand the moneylending business and such further
funding may be derived from internally-generated funds and/or future debt fund-raising exercises
which may be subject to interest rate fluctuation. If our Group raises funds from the capital market
via issuance of debt securities, our Group will incur fixed interest expense and shall be obligated to
repay investors as and when the repayment is due.

Whilst no assurance can be given that our Group will be able to repay all of our borrowings and
service all our finance cost in the future, our Group’s ability to make payments on loan principal and
to service finance cost depends on our ability to generate sufficient cash in the future, which is
subject to many factors beyond the control of our Group.

To mitigate such risk, our Group has undertaken a comprehensive credit assessment to evaluate the
creditworthiness of the applicants and period review to identify any non-performing loans.

5.7 Dependency on key management personnel

Our Group’s involvement in the moneylending business segment is highly dependent on the abilities,
skills and experience of the key personnel (as set out in Section 2 of this Circular). The sudden
departure of the said personnel without suitable and timely replacement, or the inability of our Group
to attract and retain other qualified personnel, may adversely affect our Group’s moneylending
business segment and consequently, our Group’s revenue and profitability.

Our Group will use our best endeavor to adopt appropriate approaches/measures to retain them. Our
Group will develop human resources initiatives that include, amongst others, competitive
compensation packages, career advancement as well as training and development programmes to
ensure our Group has the ability to retain key personnel and attract qualified and experienced
employees. Furthermore, our Group intends to reduce dependency on particular key personnel by
attracting qualified and experienced employees, as well as addressing succession planning by
grooming junior employees to complement the management team.

6. EFFECTS OF THE PROPOSED DIVERSIFICATION
6.1  Issued share capital and shareholdings of substantial shareholders

The Proposed Diversification will not have any effects on the share capital of our Company and
substantial shareholders’ shareholdings in our Company.
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6.2 NA and gearing

The Proposed Diversification is not expected to have any material effect on the net assets and gearing
of our Group. However, the future contribution from the moneylending business may have a positive
impact on our Group’s NA once the potential benefits from moneylending business are materialised.
Our Group’s gearing may increase in the event our Group decides to finance the working capital for
the moneylending business through debt financing.

6.3  Earnings and EPS
The Proposed Diversification is not expected to have any material effects on the earnings of our
Group for the financial year ending 31 December 2020 but is expected to contribute positively to
our Group’s future earnings.

6.4 Convertible securities

Save for outstanding 135,690,400 warrants and 10,920,000 share issuance scheme options (“SIS
Option”), our Company does not have any other convertible securities or options as at the LPD.

The Proposed Diversification is not expected to have any effects to the outstanding number of
warrants and SIS Options as well as the exercise price of warrants and SIS Options.
APPROVAL REQUIRED
The Proposed Diversification is subject to the approval from our shareholders at the forthcoming AGM to
be convened.
CONDITIONALITY OF THE PROPOSED DIVERSIFICATION
There is no other corporate exercise which has been announced but not yet completed by our Company.

The Proposed Diversification is not inter-conditional upon any other corporate proposal undertaken or to
be undertaken by our Company.

INTERESTS OF DIRECTORS, MAJOR SHAREHOLDERS AND/OR PERSONS CONNECTED
WITH THEM

None of the directors, major shareholders and/or persons connected with them has any interest, direct or
indirect, in the Proposed Diversification.

DIRECTORS’ STATEMENT AND RECOMMENDATION

Our Board is of the opinion that the Proposed Diversification is in the best interests of our Company. The
opinion was arrived after having considered all aspects of the Proposed Diversification, including but not
limited to their rationale and effects of the Proposed Diversification. Accordingly, our Board recommends
that you to vote IN FAVOUR of the resolution in respect of the Proposed Diversification to be tabled at
the forthcoming AGM.

ESTIMATED TIME FRAME FOR COMPLETION

Barring any unforeseen circumstances and subject to the approval from our shareholders being obtained,
our Board expects the Proposed Diversification to be completed in the 2" half of 2020.
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AGM

Our AGM, the notice of which is enclosed in the Annual Report of our Company for the FYE 31 December
2019, is scheduled to be held at Centerpoint Seremban Convention Hall, Lot 2-01, 2-02 and 2-03, 2™ Floor
Centerpoint Seremban, Lot 9149, Jalan Dato Siamang Gagap, 70100 Seremban, Negeri Sembilan, Malaysia
on Monday, 27 July 2020 at 3.00 p.m. or at any adjournment thereof, for the purpose of considering and if
thought fit, passing with or without modifications, the resolution to give effect to the Proposed
Diversification pursuant to the agenda. An extract of the relevant resolution in relation to the Proposed
Diversification as set out in the Notice of the 16™ AGM is enclosed in this Circular.

If you are unable to attend and vote in person at our AGM, you should complete, sign and return the
enclosed Proxy Form in accordance with the instructions provided thereon so as to arrive at Boardroom
Share Registrars Sdn Bhd, our Share Registrar office of the Company at 11" Floor, Menara Symphony, No.
5, Jalan Prof Khoo Kay Kim, Seksyen 13, 46200 Petaling Jaya, Selangor Darul Ehsan, Malaysia not less
than forty-eight (48) hours before the time set for holding the AGM or any adjournment thereof.

The lodging of the Proxy Form will not, however, preclude you from attending our AGM and voting in
person should you subsequently wish to do so.
FURTHER INFORMATION

Shareholders are advised to refer to the appendices for further information.

Yours faithfully,
For and on behalf of the Board
APPASIA BERHAD

TOH HONG CHYE
Executive Director
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APPENDIX I

ACQUISITION OF TBH

1. BACKGROUND

On 27 November 2018 (“Announcement Date”), our Company announced that it had entered into a share
sales agreement (“SSA”) with the vendors of TBH, namely Ng Wai Leong and Khor Chin Chye (“Vendors”)
to purchase the entire equity interest in TBH comprising 2,000,000 ordinary shares of TBH (“Sale Shares”)
for a total cash consideration of RM500,000 (“Consideration’). The Acquisition of TBH was completed on
23 April 2019.

2. INFORMATION OF TBH
TBH was incorporated as a private limited company in Malaysia under the Act on 2 March 2016. As at the
LPD, TBH has an issued share capital of RM2,000,000 comprising 2,000,000 ordinary shares. TBH has no

subsidiary and associated company.

As at the Announcement Date, the directors of TBH are Kua Kok Keong and Ng Wai Leong (both are
Malaysian). The shareholders of TBH are as follows:

Direct Indirect
Shareholders No. of shares % No. of shares %
Ng Wai Leong 1,000,000 50.0 - -
Khor Chin Chye 1,000,000 50.0 - -

TBH became our wholly-owned subsidiary upon the completion of the acquisition on 23 April 2019. As at
the LPD, the directors of TBH are Toh Hong Chye and Kua Kok Keong.

3.  BASIS OF AND JUSTIFICATION IN ARRIVING AT THE CONSIDERATION

The purchase consideration of RM500,000 was arrived at on a “willing-buyer willing-seller” basis after
taking into consideration that the Acquisition of TBH would enable our Group to diversify into moneylending
business through TBH which holds a valid moneylending license pursuant to Section 5 of the Moneylenders
Act 1951 to carry out moneylending business. The Consideration was funded by our Company’s internally-
generated funds.

Further details of the Licence are as follow:

Licence holder : TBH

Validity period ~ : This licence is issued under Clause SE of the Moneylenders Act.
Valid from 1 September 2019
Expiring on 31 August 2021

Licence number : WL6936/10/01-2/310821

Issued date : 3 July 2019

Conditions . Tertakluk kepada syarat-syarat yang berikut:

(i)  Semua transaksi memberi pinjaman wang hendaklah dijalankan atas nama
pemberi pinjam wang dan di alamat perniagaan.

(ii) Lesen tidak boleh dipindahmilik atau membenarkan atau menyebabkan
orang lain menggunakan hak lesennya tanpa mendapat kelulusan pendaftar.

(iti) Lesen tidak boleh digunakan untuk perniagaan pajak gadai.

(iv) Pembaharuan lesen yang diluluskan oleh pendaftar adalah tidak melepaskan
atau mengecualikan pemegang lesen daripada tindakan di bawah Seksyen
9A(1) Akta Pemberi Pinjam Wang 1951 yang boleh diambil oleh pendaftar
terhadap pemegang lesen untuk tempoh 01/09/2017 hingga 31/08/2019.
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APPENDIX I

ACQUISITION OF TBH (CONT’D)

4. RATIONALE OF THE ACQUISITION OF TBH
The Acquisition of TBH would provide the opportunity for our Company to expand into moneylending
business and is expected to contribute positively to the future earnings of our Group.
5. LIABILITIES TO BE ASSUMED BY OUR COMPANY
Save for the liabilities arising from the ordinary course of business of TBH, our Company did not assume
any liabilities, including contingent liabilities and guarantees pursuant to the Acquisition of TBH.
6. ADDITIONAL FINANCIAL COMMITMENT
Our Company is not required to make any additional financial commitment to put TBH on-stream.
Notwithstanding this and to grow the moneylending business, our Company will advance approximately
RM10.0 million over a period of 5 years mainly for TBH’s working capital requirements. As at the LPD,
AppAsia has advanced a total of RM6.8 million to TBH since June 2019. These advances are non-interest
bearing and are repayable on demand.
7. SALIENT TERMS OF THE SSA
Pursuant to the SSA, the salient terms of the SSA are set out below:
(i) Acquisition of TBH
The Vendors as the registered holders and beneficial owners of the Sale Shares shall sell to our Company
(“Purchaser”) and our Company shall purchase from the Vendors (on a willing buyer and willing seller
basis) the Sale Shares free from all charges, liens, equities and encumbrances whatsoever and with all
rights, benefits and advantages attached thereto including all dividends, and other distributions which
may be declared, made or paid in respect of the Sale Shares subsequent to the date of the SSA and
subject to the terms and conditions set out in the SSA.
(ii) Purchase consideration
The total consideration for the Sale Shares shall be a sum of RM500,000.
(iii) Completion of the Sale Shares
The completion of the sale and purchase of the Sale Shares shall take place upon the Vendors to execute
and deliver the following documents (“Completion Documents”) within 3 business days from the date

of the SSA:

(a) the duly signed and undated valid and registrable forms of transfer securities pursuant to Section
105 of the Act;

(b) the original share certificates in respect of the Sale Shares;

(c) TBH’sdirectors and member’s resolution approving the transfer and registration of the Sale Shares
in favour of our Company subject to the necessary prior approvals to be obtained from the relevant
authorities;

(d) the fixed assets register of TBH, if any;

(e) the certificate(s) or other evidence of ownership and title and keys to all of TBH’s assets and other
properties (movable or immovable), if any;
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APPENDIX I

ACQUISITION OF TBH (CONT’D)

@iv)

®

(2

()

(@)

copies of charges, deeds, leases, grants, hire purchase agreements, insurance policies and
agreements to which any of TBH is a party and which are valid and subsisting as at the Completion
Date;

all cause papers as are in TBH’s possession and as relate to proceedings (if any) pending at the
Completion in which any of TBH is engaged as a party;

TBH’s undated director’s resolution in writing appointing such persons as our Company may
nominate to be the new directors of TBH by notice given to the Vendors prior to the Completion

Date; and

the undated letters of resignation of the existing directors.

Subject to the receipt of the Completion Documents, our Company’s solicitors shall release the
Consideration to the Vendors.

The Sale Shares was completed on 23 April 2019.

Conditions Subsequent

The Vendors undertake to cause, procure and fulfil the following within a period of 6 months from the
date of SSA or such other date mutually extended by the parties in writing (“Conditional Period”):

(a)

(b)

(©)

the Vendors shall notify the Registrar of Moneylenders for the change of TBH’s shareholders from
the Vendors to our Company within7 days from the effective date of transfer of the Sale Shares
from the Vendors to our Company;

The Vendor had on 20 December 2018 notified the Registrar of Moneylenders for the change of
TBH’s shareholders.

the Vendors shall submit an application to the Registrar of Moneylenders for the appointment of
the parties nominated by our Company as directors of TBH;

The Vendor had on 31 January 2019 submitted the application to the Registrar of Moneylenders
for the appointment of Toh Hong Chye as the director of TBH; and

the Vendors shall procure the approval from the Registrar of Moneylenders for the appointment
of the parties nominated by our Company as directors of TBH.

The appointment of Toh Hong Chye as the director of TBH was approved by the Registrar of
Moneylenders on 9 April 2019.

The above Conditions Subsequent were fulfilled.

8. RISKFACTOR

Please refer to Section 5 of this Circular for the risk factor related to the loan market.

9. EFFECTS OF THE ACQUISITION OF TBH

9.1 Share capital and shareholdings of substantial shareholders

The Acquisition of TBH does not have any effect on the share capital of our Company and substantial
shareholders’ shareholdings in our Company as the Consideration is in the form of cash.
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10.

11.

12.

9.2 NA and gearing

The Acquisition of TBH does not have any material effect on the NA and gearing of our Group for the
FYE 31 December 2018 as the Acquisition was announced on 27 November 2018 and completed on 23
April 2019. However, the Acquisition of TBH is expected to contribute positively to the NA of our
Group in the future.

9.3 Earnings and EPS

The Acquisition of TBH does not have any material effect on the earnings of our Group for the FYE 31
December 2018 as the Acquisition was announced on 27 November 2018 and completed on 23 April
2019. However, our Board expects the Acquisition of TBH to contribute positively to our Group’s future
earnings after taking into consideration of the outlook of the loan market in Malaysia.

APPROVAL REQUIRED

The highest percentage ratio applicable to the Acquisition of TBH pursuant to Rule 10.02(g) of the Listing
Requirements was 1.88% based on the Consideration of RM500,000 divided by the audited consolidated NA
of our Group of RM26,620,614 as at 31 December 2017. Therefore, the Acquisition of TBH does not require
any approval from our shareholders.

INTERESTS OF DIRECTORS, MAJOR SHAREHOLDERS AND/OR PERSONS CONNECTED
WITH THEM

None of the directors, major shareholders and/or persons connected with them has any interest, direct or
indirect, in the Acquisition of TBH.

CONDITIONALITY OF THE PROPOSALS

The Acquisition of TBH is not conditional upon any other corporate proposals undertaken or to be undertaken
by our Company.

Save as disclosed below, there is no other corporate exercise which has been announced but not yet completed
by our Company on 27 November 2018 being the date of the SSA.

(1) disposal of 100,000 ordinary shares in AppAsia Express Sdn Bhd (“AESB”), representing 20% equity
interest in AESB for a total cash consideration of RM10,000.00. Upon completion of the disposal on 17
December 2019, AESB ceased to be our associate company.

(i1) share capital reduction which entails the reduction of RM24.00 million of our Company’s issued share

capital pursuant to Section 116 of the Act to eliminate the accumulated losses of our Company which
was completed on 11 March 2019.
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13. FINANCIAL INFORMATION

The summary of the financial performance of TBH for the financial period ended (“FPE”) 31 August 2017,
16-month FPE (“16M-FPE”) 31 December 2018 and FYE 31 December 2019 is as follows:

(Audited)

(Incorporation)
FPE 31 August 16M-FPE 31 FYE 31
2017 | December 2018 | December 2019
RM) RM) RM)
Revenue - - 327,747
LBT (225,129) (1,764,144) (135,178)
LAT (237,184) (1,764,140) (144,354)
Share capital 2,000,000 2,000,000 2,000,000
Shareholders’ funds/ (deficit)/ NA/ (Net 1,762,816 (1,324) (145,678)

liabilities)(“NL”)

No. of shares in issue 2,000,000 2,000,000 2,000,000
NA /NL per share (sen) 88.1 Negligible (7.3)
Basic LPS (sen) (11.9) (88.2) (7.2)
Current assets 1,775,921 2,176 6,226,182
Current liabilities 13,105 3,500 6,371,860
Current ratio (times) 135.51 0.62 0.98
Borrowings - - -
Gearing (times) - - -

Commentaries:

0]

(i)

FYE 31 December 2019 vs 16M-FPE 31 December 2018

TBH commenced its operation on 1 July 2019 and recorded a revenue of RM327,747 in FYE 31
December 2019 (annualised 16M-FPE 31 December 2018: RM Nil) mainly due to contracts secured
from customers to provide loans amounting to RM9,000,000 for business expansion, personal financing
and project financing.

TBH recorded a lower LAT of RM144,354 in FYE 31 December 2019 (annualised 16M-FPE 31
December 2018: LAT RM1,323,105) mainly due to the increase in revenue as well as absence of bad
debts written off amounting to RM 1,752,245 which was recorded in 16M-FPE 31 December 2018 (FYE
31 December 2019: RM Nil) in relation to the outstanding amount due from a director cum shareholder
amounting to RM888,691 and a shareholder amounting to RM863,554. The bad debts written off had
been taken into consideration for the negotiation of the purchase consideration for the Company to
acquire TBH.

16M-FPE 31 December 2018 vs FPE 31 August 2017

No revenue was recorded as TBH has not commenced operation since its incorporation date.

TBH recorded a LAT of RM1,764,140 in 16M-FPE 31 December 2018 (FPE 31 August 2017: LAT
RM237,184) due to the bad debts written off amounting to RM 1,752,245 in 16M-FPE 31 December

2018 (FPE 31 August 2017: RM Nil) in relation to the outstanding amount due from a director
amounting to RM888,691 and a shareholder amounting to RM863,554.
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TBH BORNEO SDN. BHD.
(Incorporated in Malaysia)

DIRECTORS’ REPORT

The Directors hereby present their report together with the audited financial statements of the
Company for the financial year ended 31 December 2019.

Principal Activity
The Company’s principal activity is to engage in licensed money lending business.

There has been no significant change in the nature of this activity during the financial year.

Financial Results

RM

Net loss for the financial year 144,354

Reserves and Provisions

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

Dividend

There was no dividend proposed, declared or paid by the Company since the end of the previous

financial period. The Board of Directors does not recommend any dividend in respect of the
current financial year.
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Issue of Shares and Debentures

There was no issuance of shares or debentures during the financial year.

Options Granted Over Unissued Shares

No options were granted to any person to take up unissued shares of the Company during the
financial year.

Directors

The Directors in office during the financial year until the date of this report are:

Toh Hong Chye
Kua Kok Keong

Directors’ Interests in Shares

Pursuant to Section 59(3) of the Companies Act 2016, the interests of Toh Hong Chye are
disclosed in the Directors’ Report of the holding company, AppAsia Berhad.

None of the other Director in office at the end of the financial year had any interest in shares in
the Company or its related corporations during the financial year.

Directors’ Benefits

Since the end of the previous financial period, no Director of the Company has received or
become entitled to receive a benefit by reason of a contract made by the Company or a related
corporation with the Director or with a firm of which the Director is a member, or with a
company in which the Director has a substantial financial interest.

Neither during nor at the end of the financial year, was the Company a party to any arrangement

whose object was to enable the Directors to acquire benefits by means of the acquisition of
shares in, or debentures of, the Company or any other body corporate.

24



APPENDIX IT

AUDITED FINANCIAL STATEMENTS OF TBH FOR THE FYE 31 DECEMBER 2019 (CONT’D)

Registration No.  [201601006950 (1177878-D) |

-3

Indemnity and Insurance Costs

There was no indemnity given to or insurance effected for any Directors, officers and auditors of
the Company in accordance with Section 289 of the Companies Act 2016.

Other Statutory Information

(a)

(b)

(c)

Before the financial statements of the Company were prepared, the Directors took
reasonable steps:

) to ascertain that action had been taken in relation to the writing off of bad debts
and the making of allowance for doubtful debts and satisfied themselves that
there were no bad debts to be written off and no allowance for doubtful debts was
required; and

(i)  to ensure that any current assets which were unlikely to be realised in the ordinary
course of business including the value of current assets as shown in the
accounting records of the Company have been written down to an amount which
the current assets might be expected so to realise.

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

)] which would render it necessary to write off any bad debts or to make any
allowance for doubtful debts in the financial statements of the Company; or

(ii)  which would render the values attributed to current assets in the financial
statements of the Company misleading; or

(iii)  not otherwise dealt with in this report or the financial statements of the Company
which would render any amount stated in the financial statements misleading; or

(iv)  which have arisen which would render adherence to the existing method of
valuation of assets or liabilities of the Company misleading or inappropriate.

At the date of this report, there does not exist:

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

(i)  any contingent liability of the Company which has arisen since the end of the
financial year.
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TBH BORNEO SDN. BHD.
(Incorporated in Malaysia)

STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2019

2019 2018

Note RM RM
Current Assets
Trade receivables 4 6,188,247 -
Deposits 1,000 -
Tax recoverable 12,720 -
Cash and bank balances 24,215 2,176
Total Assets 6,226,182 2,176
Equity
Share capital 5 2,000,000 2,000,000
Accumulated losses (2,145,678) (2,001,324)
Total Equity (145,678) (1,324)
Current Liabilities
Other payables 6 54,868 3,500
Amount due to holding company 7 6,316,992 -
Total Liabilities 6,371,860 3,500
Total Equity and Liabilities 6,226,182 2,176

The accompanying notes form an integral part of the financial statements.
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TBH BORNEO SDN. BHD.
(Incorporated in Malaysia)

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE FINANCIAL YEAR 31 DECEMBER 2019

1.1.2019 1.9.2017
to to
31.12.2019 31.12.2018
Note RM RM
Revenue 8 327,747 -
Cost of sales - .
Gross profit 327,747 -
Other income 10,447 -
Administrative expenses (473,372) (1,764,144)
Loss before tax 9 (135,178) (1,764,144)
Taxation 10 (9,176) 4
Net loss for the financial year/period,
representing total comprehensive loss
for the financial year/period (144,354) (1,764,140)

The accompanying notes form an integral part of the financial statements.
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STATEMENT OF CHANGES IN EQUITY
FOR THE FINANCIAL YEAR 31 DECEMBER 2019

At 1 January 2019

Net loss for the financial year,
representing total comprehensive
loss for the financial year

At 31 December 2019

At 1 September 2017

Net loss for the financial period,
representing total comprehensive

loss for the financial period

At 31 December 2018

Share Accumulated Total
Capital Losses Equity
RM RM RM
2,000,000 (2,001,324) (1,324)
- (144,354) (144,354)
2,000,000 (2,145,678) (145,678)
2,000,000 (237,184) 1,762,816
- (1,764,140) (1,764,140)
2,000,000 (2,001,324) (1,324)

The accompanying notes form an integral part of the financial statements.
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TBH BORNEO SDN. BHD.
(Incorporated In Malaysia)

STATEMENT OF CASH FLOWS
FOR THE FINANCIAL YEAR 31 DECEMBER 2019

1.1.2019 1.9.2017
to to
31.12.2019 31.12.2018
RM RM
Cash Flows From Operating Activities
Loss before tax (135,178) (1,764,144)
Adjustments for :

Interest income (1,271) -
Bad debts written off - 1,752,245
Operating loss before working capital changes (136,449) (11,899)

Changes in working capital:
Receivables (6,189,247 -
Payables 51,368 2,450
(6,137,879) 2,450
Cash used in operations (6,274,328) (9,449)
Interest received 1,271
Tax paid (21,896) (12,051)
Net cash used in operating activities (6,294,953) (21,500)
Cash Flows From Investing Activity
Repayment from a Director,
representing net cash from investing activity - 21,665
Cash Flows From Financing Activity
Advance from holding company,
representing net cash from financing activity 6,316,992 -
Net increase in cash and cash equivalents 22,039 165
Cash and cash equivalents at the beginning
of the financial year/period 2,176 2,011
Cash and cash equivalents at the end of the
financial year/period 24,215 2,176
Cash and cash equivalents at the end of the
financial period comprise:
Cash and bank balances 24,215 2,176

The accompanying notes form an integral part of the financial statements.
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TBH BORNEO SDN. BHD.
(Incorporated in Malaysia)

NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2019

1. Corporate Information

The Company is a private limited liability company, incorporated and domiciled in
Malaysia.

The principal place of business of the Company is located at 38, J alan Bayu Tinggi 2/KS
6, Batu Unjur, 41200 Klang, Selangor Darul Ehsan.

The registered office of the Company is located at Suite 10.02, Level 10, The Gardens
South Tower, Mid Valley City, Lingkaran Syed Putra, 59200 Kuala Lumpur.

The Company’s principal activity is to engage in licensed money lending business. There
has been no significant changes in the nature of this activity during the financial year.

The holding company is AppAsia Berhad, a public limited liability company,
incorporated and domiciled in Malaysia and is listed on ACE Market of Bursa Malaysia
Securities Berhad.

2. Basis of Preparation
(a) Statement of compliance

The financial statements of the Company have been prepared in accordance with
Malaysian Financial Reporting Standards (“MFRSs”), International Financial
Reporting Standards and the requirements of the Companies Act 2016 in
Malaysia.

Adoption of new and amended standards
During the financial year, the Company has adopted the following amendments

to MFRSs issued by the Malaysian Accounting Standards Board (“MASB”) that
are mandatory for current financial year:

MEFRS 16 Leases

IC Interpretation 23 Uncertainty over Income Tax Treatment

Amendments to MFRS 9 Prepayment Features with Negative
Compensation

Amendments to MFRS 119 Plan Amendments, Curtailment or
Settlement
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2. Basis of Preparation (Cont’d)
(a) Statement of compliance (Cont’d)
Adoption of new and amended standards (Cont’d)
During the financial year, the Company has adopted the following amendments

to MFRSs issued by the Malaysian Accounting Standards Board (“MASB”) that
are mandatory for current financial year: (Cont’d)

Amendments to MFRS 128 Long-term interests in Associate and
Joint Ventures
Amendments to MFRS 15 Clarifications to MFRS 15
Amendments to MFRS 140 Transfers of Investment Property
Annual Improvements to Amendments to MFRS 3
MFRSs 2015 - 2017 Cycle Amendments to MFRS 11

Amendments to MFRS 112
Amendments to MFRS 123

The adoption of the new and amendments to MFRSs did not have any significant
impact on the financial statements of the Company, except for:

MFRS 16 Leases

MFRS 16, which upon the effective date will supersede MFRS 117 Leases, 1C
Interpretation 4 Determine whether an Arrangement contains a Lease, IC
Interpretation 115 Operating Leases — Incentives and 1C Interpretation 127
Evaluating the Substance of Transactions Involving the Legal Form of a Lease.

As a result of the adoption of MFRS 16, the existing requirements for a lessee to
distinguish between finance leases and operating leases under the MFRS 117
Leases are no longer required. MFRS 16 introduces a single lessee accounting
model and requires a lessee to recognise assets and liabilities for all leases with a
term of more than 12 months, unless the underlying asset is of low value.
Specifically, under MFRS 16, a lessee is required to recognise a right-of-use
(“ROU") asset representing its right to use the underlying leased asset and a lease
liability representing its obligation to make lease payments. Accordingly, a lessee
should recognise depreciation of the ROU asset and interest on the lease liability,
and also classifies cash repayments of the lease liability into a principal portion
and an interest portion and presents them in the statement of cash flows.
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2. Basis of Preparation (Cont’d)
(a) Statement of compliance (Cont’d)
Adoption of new and amended standards (Cont’d)

MFRS 16 Leases (Cont’d)

The ROU asset and the lease liability are initially measured on a present value
basis. The measurement includes non-cancellable lease payments and also
includes payments to be made in optional periods if the lessee is reasonably
certain to exercise an option to extend the lease, or not to exercise an option to
terminate the lease. This accounting treatment is significantly different from the
lessee accounting for leases that are classified as operating leases under the
predecessor standard, MFRS 117.

In respect of the lessor accounting, MFRS 16 substantially carries forward the
lessor accounting requirements in MFRS 117. Accordingly, a lessor continues to
classify its leases as operating leases or finance leases, and to account for those
two types of leases differently.

As permitted by the transitional provision of MFRS 16, the Company has elected
to adopt a simplified transition approach where cumulative effects of initial
application are recognised on 1 January 2019 as an adjustment to the opening
balance of retained earnings.

For leases that were classified as finance lease under MFRS 117, the carrying
amounts of the ROU asset and the lease liability at 1 January 2019 are
determined to be the same as the carrying amount of the lease asset and lease
liability under MFRS 117 immediately before that date.

Standards issued but not yet effective

The Company has not applied the following new MFRSs, new interpretations and
amendments to MFRSs that have been issued by the MASB but are not yet
effective for the Company:

Effective dates
for financial
periods
beginning on
or after

Amendments to References to the Conceptual Framework 1 January 2020
in MFRS Standards
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2. Basis of Preparation (Cont’d)
(a) Statement of compliance (Cont’d)
Standards issued but not yet effective (Cont’d)
The Company has not applied the following new MFRSs, new interpretations and

amendments to MFRSs that have been issued by the MASB but are not yet
effective for the Company: (Cont’d)

Effective dates
for financial
periods
beginning on
or after
Amendments to Definition of a Business 1 January 2020
MEFRS 3
Amendments to Interest Rate Benchmark Reform 1 January 2020
MFRS 9, MFRS
139 and MFRS 7
Amendments to Definition of Material 1 January 2020
MFRS 101 and
MFRS 108
MEFRS 17 Insurance Contracts 1 January 2021
Amendments to Classification of Liabilities as 1 January 2022
MFRS 101 Current or Non-current
Amendments to Sale or Contribution of Assets Deferred until
MFRS 10 and between an Investor and its further notice
MFRS 128 Associate or Joint Venture

The Company intends to adopt the above MFRSs when they become effective.

The initial application of the above-mentioned MFRSs are not expected to have
any significant impacts on the financial statements of the Company.

(b) Basis of measurement

The financial statements have been prepared on the historical cost basis other than
as disclosed in Note 3 and on the assumption that the Company is going concern.
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2. Basis of Preparation (Cont’d)
(b) Basis of measurement (Cont’d)

The Company incurred a net loss of RM144,354 (2018: RM1,764,140) for the
financial year ended 31 December 2019. As at 31 December 2019, the
Company’s current liabilities exceeded its current assets by RM145,678 (2018:
RM1,324), and it had a deficit in shareholders’ equity of RM145,678 (2018:
RM1,324), thereby indicating that a material uncertainty exists that may cast
significant doubt on the Company’s ability to continue as a going concern.

The financial statements of the Company have been prepared on a going concern
basis, the validity of which depends on the continuing support from its holding
company to meet its obligations as and when they fall due. The holding company,
AppAsia Berhad has indicated its intention to provide continuous financial
support to the Company so as to enable the Company to meet its obligations as
and when they fall due and to operate as a going concern in the foreseeable
future.

In view of the above, the Directors consider that it is appropriate to prepare the
financial statements of the Company on a going concern basis. Accordingly, the
financial statements do not include any adjustments relating to recorded asset and
liabilities that may be necessary should the Company are unable to continue as
going concern.

(©) Functional and presentation currency

These financial statements are presented in Ringgit Malaysia (“RM”), which is
the Company’s functional currency. All financial information is presented in RM
and has been rounded to the nearest RM except when otherwise stated.

(d) Significant accounting judgements, estimates and assumptions

The preparation of the Company’s financial statements requires management to
make judgements, 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.

Judgement
There are no significant areas of critical judgement in applying accounting

policies that have significant effect on the amounts recognised in the financial
statements.
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Basis of Preparation (Cont’d)
(d) Significant accounting judgements, estimates and assumptions (Cont’d)
Key sources of estimation uncertainty

The key assumptions concerning the future and other key sources of
estimation uncertainty at the end of the reporting period, that have a significant
risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next reporting period are set out below:

Income taxes

Judgement is involved in determining the provision for income taxes. There are
certain transactions and computations for which the ultimate tax determination is
uncertain during the ordinary course of business.

The Company recognises liabilities for expected tax issues based on estimates of
whether additional taxes will be due. Where the final tax outcome of these
matters is different from the amounts that were initially recognised, such
differences will impact the income tax and deferred tax provisions in the period
in which such determination is made. As at 31 December 2019, the Company has
tax recoverable of RM12,720 (2018: Nil).

Significant Accounting Policies

The Company applies the significant accounting policies set out below, consistently
throughout all periods presented in the financial statements unless otherwise stated.

(a) Financial assets

Financial assets are recognised on the statement of financial position when, and
only when, the Company becomes 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 FVTPL, directly attributable transaction
costs.

The Company determines the classification of its financial assets at initial

recognition, and the categories include financing receivables, deposits and cash
and bank balances.
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3. Significant Accounting Policies
(a) Financial assets (Cont’d)

Financial assets at amortised cost

The Company measures financial assets at amortised cost if both of the following
conditions are met:

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

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

Financial assets at amortised cost are subsequently measured using the effective
interest (EIR) method and are subject to impairment. Gains and losses are
recognised in profit or loss when the asset is derecognised, modified or impaired.

The Company has not designated any financial assets at FVOCI and FVTPL.

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 i.e. the date that
the Company commit to purchase or sell the asset.

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 for financial instrument is recognised in profit or loss.

(b) Financial liabilities

Financial liabilities are recognised when, and only when, and the Company
becomes a party to the contractual provisions of the financial instruments. All
financial liabilities are recognised initially at fair value plus, in the case of
financial liabilities not at fair value through profit or loss, directly attributable
transaction costs.

Financial liabilities are recognised when, and only when, and the Company
becomes a party to the contractual provisions of the financial instruments. All
financial liabilities are recognised initially at fair value plus, in the case of
financial liabilities not at fair value through profit or loss, directly attributable
transaction costs.
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3. Significant Accounting Policies (Cont’d)
(b) Financial liabilities (Cont’d)

After initial recognition, financial liabilities that are not carried at fair value
through profit or loss are subsequently measured at amortised cost using the
effective interest method. Gains and losses are recognised in profit or loss when
the liabilities are derecognised, and through the amortisation process.

A financial liability is derecognised when the obligation under the liability is
discharged or cancelled or expires. When an existing financial liability is replaced
by another from the same lender on substantially different 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.

(c) Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported
in the statement of financial position if, and only if, there is a currently
enforceable legal right to offset the recognised amounts and there is an intention
to settle on a net basis, or to realise the assets and settle the liabilities
simultaneously.

(d) Cash and cash equivalents

Cash and cash equivalents comprise cash in hand, bank balances, demand
deposits, bank overdraft and highly liquid investments that are readily convertible
to known amount of cash and which are subject to an insignificant risk of changes
in value. For the purpose of statement of cash flows, cash and cash equivalents
are presented net of bank overdrafts and pledged deposits.

(e) Impairment of financial assets

The Company recognises an allowance for expected credit losses (“ECLs”) for all
debt instruments not held at FVTPL. ECLs are based on the difference between
the contractual cash flows due in accordance with the contract and all the cash
flows that the Company expect to receive, discounted at an approximation of the
original effective interest rate. The expected cash flows will include cash flows
from the sale of collateral held or other credit enhancements that are integral to
the contractual terms.
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Significant Accounting Policies (Cont’d)

(e)

®

(&

Impairment of financial assets (Cont’d)

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

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

Share capital

An equity instrument is any contract that evidences a residual interest in the
assets of 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.

Dividend distribution to the Company’s shareholders is recognised as a liability
in the period they are approved by the Board of Directors except for the final
dividend which is subject to approval by the Company’s shareholders.

Revenue recognition

Revenue from contracts with customers

Revenue is recognised when Company satisfied a performance obligation (“PO”)
by transferring a promised good or services to customer, which is when the
customer obtained control of the good and service. A PO maybe satisfied at a
point in time or over time. The amount of revenue recognised is the amount
allocated to the satisfied PO.

The Company recognises revenue from the following the major sources:
@) Financing income

Financing income is accounted for on an accrual basis by reference to rest
periods as stipulated in the loan agreements.
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3. Significant Accounting Policies (Cont’d)
(h) Income taxes

Tax expense in profit or loss comprises current and deferred tax. Current tax and
deferred tax is recognised in profit or loss except to the extent that it relates to
items recognised directly in equity or other comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income or
loss for the financial year, using tax rates enacted or substantively enacted by the
end of the reporting period, and any adjustment to tax payable in respect of
previous years.

Deferred tax is recognised using the liability method for all temporary differences
between the carrying amounts of assets and liabilities in the statement of financial
position and their tax bases. Deferred tax is measured at the tax rates that are
expected to be applied to the temporary differences when they reverse, based on
the laws that have been enacted or substantively enacted by the end of the
reporting period.

The measurement of deferred tax is based on the expected manner of realisation
or settlement of the carrying amount of the assets and liabilities, at the end of the
reporting period. Deferred tax assets and liabilities are not discounted.

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

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

(1) Fair value measurement

Fair value of an asset or a liability, except for share-based payment and lease
transactions, is determined as the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between market participants at
the measurement date. The measurement assumes that the transaction to sell the
asset or transfer the liability takes place either in the principal market or in the
absence of a principal market, in the most advantageous market.

For non-financial asset, the fair value measurement takes into account a market
participant’s ability to generate economic benefits by using the asset in its highest
and best use or by selling it to another market participant that would use the asset
in its highest and best use. When measuring the fair value of an asset or a
liability, the Company uses observable market data as far as possible.
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4. Trade Receivables

Trade receivables are repayable according to term in contracts. They are recognised at
their original invoice amounts which represent their fair values on initial recognition.

Other credit terms are approved on a case-by-case basis.

The aged analysis of trade receivables at the end of the reporting period is as follows:

Gross Loss Net
amount allowance amount
2019
Neither past due nor impaired 6,188,247 - 6,188,247
5. Share Capital

Number of Shares Amount

2019 2018 2019 2018

Unit Unit RM RM

Ordinary shares with
no par value

Issued and fully paid
At 1 January/31 December 2,000,000 2,000,000 2,000,000 2,000,000

The holder of ordinary shares is entitled to receive dividends as declared from time to
time, and are entitled to one voter per share at meetings of the Company. All ordinary
shares rank equally with regards to the Company’s residual assets.

6. Other Payables

2019 2018

RM RM
Other payables 27,000 -
Accruals 27,868 3,500
54,868 3,500

7. Amount Due to Holding Company

The amount due to holding company is unsecured, non-interest bearing and is repayable
on demand. The amount arose from non-trade transactions.
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8. Revenue
1.1.2019 1.9.2017
to to
31.12.2019 31.12.2018
RM RM
Revenue from contracts with customers:
327,747 -

- Interest income

The timing of revenue recognition is at a point in time.

9, Loss Before Tax

Loss before tax is derived after charging/(crediting) amongst other, the following items:

1.1.2019 1.9.2017
to to
31.12.2019 31.12.2018
RM RM
Auditors' remuneration:
- current year 3,000 1,500
- under provision in prior year 50 750
Bad debts written off - 1,752,245
Expenses relating to short-term lease:
- rental of premises 14,400 -
Interest income (1,271) -
10. Taxation
1.1.2019 1.9.2017
to to
31.12.2019 31.12.2018
RM RM
Tax expenses recognised in profit or loss:
Under/(Over) provision in prior year 9,176 @)

Malaysian income tax is calculated at the statutory tax rate of 24% (2018: 18%) of the
estimated assessable profit for the financial year/period.
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Taxation (Cont’d)

A reconciliation of income tax expense applicable to loss before tax at the statutory
income tax rate to income tax expense at the effective income tax rate of the Company is

as follows:

1.1.2019 1.9.2017
to to
31.12.2019 31.12.2018
RM RM
Loss before tax (135,178) (1,764,144)
At Malaysian statutory tax rate of 24% (2018: 18%) (32,443) (317,546)
Expenses not deductible for tax purposes 4,113 317,546
Deferred tax assets not recognised 28,330 -
Under/(Over) provision in prior year 9,176 €]
Tax expense/(credit) for the financial year/period 9,176 “4)

The Company has the following estimated unutilised capital allowances and unutilised
tax losses available for carry forward to set-off against future taxable profits. The said
amounts are subject to approval by the tax authorities.

1.1.2019 1.9.2017
to to
31.12.2019 31.12.2018
RM RM
Unutilised tax losses 118,040 -

Deferred Taxation

Deferred tax asset has not been recognised in respect of the following items:

2019 2018
RM RM
Unutilised tax losses 118,040 -

With effect from year of assessment 2019, unutilised tax losses are allowed to be carried
forward up to a maximum of seven consecutive years of assessment under the current tax
legislation. Deferred tax asset has not been recognised in respect of this item as it may
not have sufficient taxable profits to be used to offset.
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12. Staff Costs
2019 2018
RM RM
Fee 60,000 -
Salaries and allowances 240,000 -
Defined contribution plans 45,600 -
Employee insurance system 95 -
Social security costs 829 -
Other benefits 156 -
346,680 -

Included in staff costs is aggregate amount of remuneration received and receivable by
the Executive Directors of the Company during the financial year as below:

2019 2018
RM RM
Executive Directors
Salaries and allowances 180,000 -
Defined contribution plans 34,200 -
Employee insurance system 48 -
Social security costs 414 -
214,662 -
13. Reconciliation of Liabilities Arising from Financing Activity

The table below details changes in the liabilities of the Company arising from financing
activity, including both cash and non-cash changes:

At Financing At
1 January cash flows (i) 31 December
RM RM RM
2019
Amount due to holding company - 6,316,992 6,316,992
(1) The cash flows from advances from holding company make up the net amount of

proceeds from borrowings in the statement of cash flows.
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14. Related Party Disclosures
(a) Identifying related parties

For the purposes of these financial statements, parties are considered to be related
to the Company if the Company has the ability, directly or indirectly, to control or
joint control the party or exercise significant influence over the party in making
financial and operating decisions, or vice versa, or where the Company and the
party are subject to common control or common significant influence. Related
parties may be individuals or other entities.

Related parties also include key management personnel defined as those persons
having authority and responsibility for planning, directing and controlling the
activities of the Company either directly or indirectly. The key management
personnel comprise the Directors and management personnel of the Company,
having authority and responsibility for planning, directing and controlling the
activities of the Company entities directly or indirectly.

(b) Significant related party transactions

Related party transactions have been entered into in the normal course of business
under negotiated terms. In addition to related party balances disclosed elsewhere
in the financial statements, the significant related party transactions of the
Company are as follows:

2019 2018
RM RM
Transaction with holding companny
Management fee 90,000 -

(©) Compensation of key management personnel

Remuneration of Directors and other members of key management personnel are

as follows:
2019 2018
RM RM
Fee 60,000 -
Salaries and allowances 240,000 -
Defined contribution plans 45,600 -
Employee insurance system 95 -
Social security costs 829 -
Other benefits 156 -
346,680 -
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15. Financial Instruments

(a)

Classification of financial instruments

Financial assets and financial liabilities are measured on an ongoing basis at
amortised cost. The principal accounting policies in Note 3 describe how the
classes of financial instruments are measured, and how income and expense,
including fair value gains and losses, are recognised.

The following table analyses the financial assets and liabilities in the statement of

financial position by the class of financial instruments to which they are assigned,
and therefore by the measurement basis:

At amortised

cost
RM
2019
Financial assets
Trade receivables 6,188,247
Deposits 1,000
Cash and bank balances 24,215
6,213,462
Financial liabilities
Other payables 54,868
Amount due to holding company 6,316,992
6,371,860
2018
Financial asset
Cash and bank balances 2,176
Financial liability
Other payables 3,500
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Financial Instruments (Cont’d)

(b)

Financial risk management objectives and policies

The Company’s financial risk management policy is to ensure that adequate
financial resources are available for the development of the Company’s
operations whilst managing its credit and liquidity risks. The Company operates
within clearly defined guidelines that are approved by the Board and the
Company’s policy is not to engage in speculative transactions.

The following sections provide details regarding the Company’s exposure to the
abovementioned financial risks and the objectives, policies and processes for the
management of these risks.

) Credit risk

Credit risk is the risk of a financial loss to the Company if a customer or
counterparty to a financial instrument fails to meet its contractual
obligations. The Company’s exposure to credit risk arises principally from
its receivables from customers and deposits with banks and financial
institutions. There are no significant changes as compared to prior periods.

The Company has adopted a policy of only dealing with creditworthy
counterparties. Management has a credit policy in place to control credit
risk by dealing with creditworthy counterparties and deposit with banks
and financial institutions with good credit rating. The exposure to credit
risk is monitored on an ongoing basis and action will be taken for long
outstanding debts.

At each reporting date, the Company assesses whether any if the
receivables are credit impaired.

The gross carrying amounts of credit impaired receivables are written off
(either partial or full) when there is no realistic prospect of recovery. This
is generally the case when the Company determines that the debtor does
not have assets or sources of income that could generate sufficient cash
flows to repay the amounts subject to the write-off. Nevertheless, trade
receivables and contract assets that are written off could still be subject to
enforcement activities

The carrying amounts of the financial assets recorded on the statement of
financial position at the end of the financial year represent the Company’s

maximum exposure to credit risk.

There were no significant changes as compared to previous financial year.
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Financial Instruments (Cont’d)
(b) Financial risk management objectives and policies (Cont’d)
(i)  Liquidity risk

Liquidity risk refers to the risk that the Company will encounter difficulty
in meeting its financial obligations as they fall due. The Company’s
exposure to liquidity risk arises primarily from mismatches of the
maturities of financial assets and liabilities.

The Company’s funding requirements and liquidity risk is managed with
the objective of meeting business obligations on a timely basis. The
Company finances its liquidity risk by keeping committed credit lines
available.

All financial liabilities of the Company are assessed as current and
correspondingly, no detailed maturity analysis is deemed necessary.

() Fair value of financial instruments

The carrying amounts of short-term receivables and payables and cash and cash
equivalents approximate their fair value due to the relatively short term nature of
these financial instruments and insignificant impact of discounting.

Capital Management

The Company’s objectives when managing capital are to safeguard the Company’s
ability to continue as a going concern in order to provide returns for shareholders and
benefits for other stakeholder and to maintain an optimal capital structure to reduce the
cost of capital.

In order to maintain or adjust the capital structure, the Company may adjust the amount
of dividends paid to shareholders, return capital to shareholder, issue new shares or sell
assets to reduce debt.

There was no change in the Company’s approach to capital management during the
financial year.

The Company is not subject to any externally imposed capital requirements during the
financial year.

Date of Authorisation for Issue

The financial statements of the Company for the financial year ended 31 December 2019

were authorised for issue by the Board of Directors in accordance with a resolution of the
Directors on 21 May 2020.
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1. DIRECTORS’ RESPONSIBILITY STATEMENT

This Circular has been seen and approved by our Board and they collectively and individually accept full
responsibility for the accuracy of the information given and confirm that, after having made all reasonable
enquiries and to the best of their knowledge and belief, there are no false or misleading statements or
information contained in this Circular, or other facts and information, the omission of which would make
any statement in this Circular false or misleading.

2. CONSENT AND CONFLICT OF INTEREST

TA Securities, being the adviser for the Proposed Diversification, has given and has not subsequently
withdrawn its written consent to the inclusion in this Circular of its name and all references thereto in the
form and context in which they appear in this Circular.

3. DECLARATION OF CONFLICT OF INTEREST

TA Securities has confirmed that it is not aware of any conflict of interest which exists or is likely to exist
in its capacity as the adviser for the Proposed Diversification.

4. MATERIAL LITIGATION, CLAIMS AND ARBITRATION

As at the LPD, our Group is not engaged in any material litigation, claim or arbitration either as plaintiff or
defendant or otherwise and our Directors are not aware of any proceeding pending or threatened against
our Company and/or our subsidiary companies, or of any fact likely to give rise to any proceeding which
might materially or adversely affect the financial position or business of our Group.

S. MATERIAL COMMITMENT

As at the LPD, there is no material commitment incurred or known to be incurred by our Group, which
upon becoming enforceable, may have material impact on the financial position of our Group.

6. CONTINGENT LIABILITIES

As at the LPD, there are no contingent liabilities incurred or known to be incurred by our Company and/or
our Group, which upon becoming enforceable, may have a material impact on the financial position of our
Company and/or our Group.

7. DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents are available for inspection at our registered office at Suite 10.02, Level
10, The Gardens South Tower, Mid Valley City, Lingkaran Syed Putra, 59200 Kuala Lumpur during normal
business hours from 9.00 a.m. to 5.00 p.m. from Mondays to Fridays (excluding public holidays) for the
period commencing from the date of this Circular up to and including the date of the forthcoming AGM:

@) the Constitution of our Company;

(il))  our Group’s audited financial statements for the past 2 FYEs 31 December 2018 and 31 December
2019;

(i)  TBH audited financial statement for 16M-FPE 31 December 2018 and FYE 31 December 2019; and

(iv)  the letter of consent and declaration of conflict of interest referred to in Sections 2 and 3 of this
Appendix, respectively.
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EXTRACT OF NOTICE OF THE 16™ AGM OF THE COMPANY TO BE HELD AT CENTERPOINT
SEREMBAN CONVENTION HALL, LOT 2-01, 2-02 AND 2-03, 2N° FLOOR CENTERPOINT SEREMBAN,
LOT 9149, JALAN DATO SIAMANG GAGAP, 70100 SEREMBAN, NEGERI SEMBILAN, MALAYSIA ON
MONDAY, 27 JULY 2020 AT 3.00 P.M. OR AT ANY ADJOURNMENT THEREOF

ORDINARY RESOLUTION 8

PROPOSED DIVERSIFICATION OF THE BUSINESSES OF THE COMPANY AND ITS
SUBSIDIARIES (“GROUP”) TO INCLUDE MONEYLENDING BUSINESS (“PROPOSED
DIVERSIFICATION”)

“THAT approval be and is hereby given to the Board of Directors of the Company (“Board”) to diversify the
Group’s principal activities to include moneylending business.

AND THAT the Board be and is hereby empowered and authorised to take all such steps and do all acts, deeds
and things and enter into any arrangements, transactions, agreements and/or undertakings and to execute, sign and
deliver on behalf of the Company, all such documents as the Board may deem necessary, expedient and/or
appropriate to implement and give full effect to and to complete the Proposed Diversification with full powers to
assent to any conditions, modifications, variations and/or amendments as the Board may in its absolute discretion
deem fit, necessary, expedient, appropriate and/or as may be imposed or permitted by any relevant authorities in
connection with the Proposed Diversification.”
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