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DENKO INDUSTRIAL CORPORATION BERHAD
(Incorporated in Malaysia)
Company No: 190155-M

CHAIRMAN’S STATEMENT
Dear fellow shareholders,
On behalf of the Board of Directors, we are pleased to present the Annual Report and Financial

Statements of Denko Industrial Corporation Berhad for the financial year ended 31% March 2015
(“FY15”).

Review of Performance

OPERATING ENVIRONMENT

Malaysia’s economy performed well in the financial year ended 31% March 2015 (“FY2015"); with
GDP growth of 6.0% in 2014 and 5.6% in the first quarter of 2015. Malaysia remains one of the key
manufacturing countries in ASEAN, especially in Electrical and Electronic goods, where production is
led by multinational corporations (MNCSs). Foreign investors continue to find Malaysia an ideal location
for high value-added activities due to its strong and diversified base across multiple industries.

Buoyancy in the demand for consumer electronics has fueled Denko Group’s business. In addition,

steady costs of energy and industrial raw material in FY2015 had correspondingly, fortified the
Group’s revenue and profitability.

EINANCIAL REVIEW

In FY2015, Denko Group had delivered commendable performance. The Group achieved revenue of
RM80 Million against the previous financial year ended 31°* March 2014 (“FY2014”) of RM74 Million.
Profit After Tax (PAT) in FY2015 increased by RM6.4 Million, from a Loss After Tax of RM3.6 Million
in FY2014 to a PAT of RM2.8 Million in FY2015. This progression was attributed predominantly to the
improved revenue and margins, fueled by optimised product mix in Manufacturing Division, which led
to an increase in sales by RM11 million (+19%) and PBT by RM5.7 million (+222%).
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DENKO INDUSTRIAL CORPORATION BERHAD
(Incorporated in Malaysia)
Company No: 190155-M

CHAIRMAN’S STATEMENT (CONT’D)
The formidable advancement is a result of strategic alignment of the Group’s core competencies on

current and future opportunities and its resilient ability to changing market demands, enabling the
Group to create an intense competitive edge.

CORPORATE GOVERNANCE

The Board of Directors is committed to ensuring the key principles of integrity, transparency and
accountability are in place in all of its dealings internally and with third parties. Denko has and will
continue to improve and align its internal controls with the best practices recommended in the
Malaysian Code on Corporate Governance.

DENKO OPERATING SYSTEM

The Group’s operating system leverages on strengths forged together by tactful optimisation of
business processes, tools and policies that proficiently governs the entire core functions of the
business supply chain. Denko also focuses on a continuous effort to systematically refine and adopt
best business practices, intelligent investments and talent management to achieve manufacturing and
operational efficiency, commercial excellence and customer satisfaction.

AWARDS AND CERTIFICATION

With enduring commitments toward Quality Excellence and Continuous Improvement, our wholly
owned subsidiary; Winsheng Plastic Industry Sdn Bhd (“WSP”) has successfully maintained all its
distinctive ISO certifications. In addition, periodical review and enhancements to the Business Policy
and Procedures are constantly planned and executed to achieve unwavering performance.

WSP is awarded by a renowned international company with a very prestigious award as one of their

few 2014 Global Preferred Supplier. The Board wishes to congratulate the Management and Staff of
WSP on achieving this coveted status.
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DENKO INDUSTRIAL CORPORATION BERHAD
(Incorporated in Malaysia)

Company No: 190155-M

CHAIRMAN’S STATEMENT (CONT’D)

DIVIDENDS

As the Group has not yet achieved sustainable profitability, our Board does not recommend a
dividend for FY2015.

PROSPECTS AND BUSINESS OUTLOOK

The global economic and business environment remains challenging for the financial year ahead.
Growth remained uneven throughout 2015, with a sharp deceleration likely to occur in large
economies like China and Euro area, where a number of euro members teetered on the brink of
recession. “Grexit” creates fears of a euro zone break-up. Commodity slump and investment crunch in
China entrench emerging markets’ slowdown. Lower oil prices provide a global economic fillip, while
global monetary policy divergence leads to extreme currency volatility. These are factors to watch
going forward as these may impact the Malaysian operating environment. Nevertheless, the
Malaysian economy is expected to grow at around 5% for 2015.

WSP’s customer base continues to expand, leading to a vast diversification of product mix from
different industries, henceforth, it moderates the business risk of reliance on limited industry
segments. At present, the Moulding Division of WSP is dealing with a sizeable Stock Keeping Units
(SKUs).

Business expansion and exploration of new business opportunities are part of the Denko Group’s long
term plan. In order to solidify the Group’s competitive edge, continuous fundamental efforts are in
place for the optimisation of internal processes to further enhance productivity, quality, cost, delivery,
safety and staff development.

The Group has expanded its footprint into Indonesia with the startup of its wholly owned subsidiary,
PT Winsheng Plastic and Tooling Industry (“PTWSP”) in Jakarta in May 2014, with the mission to
serve existing multinational customers whom also operate in Indonesia. Production has commenced
in quarter four of FY2015.
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DENKO INDUSTRIAL CORPORATION BERHAD

(Incorporated in Malaysia)
Company No: 190155-M

CHAIRMAN’S STATEMENT (CONT’D)

The Group has begun to reinforce the Food Trading Division with an intensive restructuring and
strengthening of its management team, marketing strategies and logistic functions.

The Group will also be seeking for opportunities to enter into new markets through necessary merger
and acquisition exercises.

Barring any unforeseen circumstances, the Board expects the Group’s performance to be satisfactory
in the financial year ending 31* March 2016.

APPRECIATION

Dr. Loh Yee Feei and Mr. Ong Wei Liam @ Jeremy Ong joined us as Group Chief Executive Officer
and Independent Non-Executive Director on 18" May 2015 and Dr. Loh was subsequently appointed
as Executive Director on 27" July 2015 and we welcome them to the Group.

I would like to extend my sincere appreciation to the Board of Directors, our management team and
all employees for their continued effort and contribution, dedication and commitment to the Group. My
sincere appreciation goes also to our valued customers, business associates, shareholders,
financiers and the authorities for their continuous support and confidence in the Group.

The Board and Management would also like to thank our former Group Chief Executive Officer,
Messrs Chin Kok Sang for his invaluable advice, guidance and support.

Dato’ Ong Soon Ho
Non-Independent Non-Executive Chairman
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DENKO INDUSTRIAL CORPORATION BERHAD

(Incorporated in Malaysia)
Company No: 190155-M

GROUP STRUCTURE

Denko Industrial Corporation
Berhad

(Listed on Bursa Malaysia)

Winsheng Plastic
Industry Sdn Bhd
(100%)

PT. Winsheng

Plastic & Tooling Industry
(100%)

Lean Teik Soon Winsheng Plastic Marketing
Sdn Bhd Sdn Bhd
(100%) (100%)

Denko Management
Services Sdn Bhd
(100%)
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DENKO INDUSTRIAL CORPORATION BERHAD

(Incorporated in Malaysia)
Company No: 190155-M

FINANCIAL HIGHLIGHTS (RM)
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DENKO INDUSTRIAL CORPORATION BERHAD
(Incorporated in Malaysia)
Company No: 190155-M

PROFILE OF THE BOARD OF DIRECTORS (CONT’D)

Dato' ONG Soon Ho
Aged 68, Malaysian - Non Independent & Non Executive Chairman

Dato’ Ong was appointed to the Board on 20 October 2011. He holds a Bachelor Degree in Plant Pathology
and Entomology from the National Taiwan University, and subsequently graduated with a Master Degree in
Mycology from the University of Aberdeen, Scotland, United Kingdom.

After a 10 years career in the crop protection industry with multinational corporations, he founded Hextar
Chemicals Sdn Bhd (“Hextar”) in 1985 as a trader of pesticides. Today, Hextar Group is a manufacturer and
a leading supplier of Pesticides and fertilizers in the local market and exports to more than 30 countries,
holding over 500 product registrations from the relevant regulatory authorities from around the world. It has
offices in SIX (6) other countries and factories operations in Malaysia, Indonesia and Pakistan.

Dato’ Ong is the Non-Executive Chairman of Hextar Group of Companies and is a substantial shareholder
of the Company. He also sits on the board of several private limited companies.

He is the father of Dato' Ong Choo Meng, a Non-Independent Non- Executive Director of the Company.

Mr. TAN Chen Wei
Aged 38, Malaysian - Executive Director

Mr. TAN was appointed to the Board on 30 September 2011. He graduated with a Bachelor of Business
from Griffith University, Australia in 2000.

In 2002, he joined Deluxe Brickworks Sdn Bhd; a manufacturer of common clay bricks for the local
construction industry. From the sole plant at Raub, Pahang, Mr. Tan spearheaded the Deluxe Group’s
expansion by acquiring two (2) additional brick manufacturing plants in Jenjarom, Selangor and one (1) in
Muar, Johor.

Mr. Tan is currently the Managing Director of Deluxe Group of Companies and is a substantial shareholder
of the Company. He also sits on the board of several private limited companies.
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DENKO INDUSTRIAL CORPORATION BERHAD
(Incorporated in Malaysia)
Company No: 190155-M

PROFILE OF THE BOARD OF DIRECTORS (CONT’D)

Dr. LOH Yee Feei
Aged, 52 Malaysian - Executive Director

Dr. Loh was appointed to the Board on 27 July 2015. He is holding a Bachelor of Applied Science (Electrical
Engineering) from University of Ottawa, Canada and Doctorate in Business Administration from Paramount
University of Technology, U.S.A.

He has more than 30 years of business and management experience in manufacturing - based industries.
Prior to joining Denko Industrial Corporation Berhad as the Group CEO, he was the Executive Director of
GPA Holdings Berhad (2011 - 2014), a Malaysian Public-Listed company engaged in manufacturing and
distribution of automotive and valve-regulated-lead-acide (VRLA) batteries, the Chief Executive Officer of
FACB Industries Incorporated Berhad (2009 - 2011), a Malaysian Public-Listed company with steel
manufacturing as its flagship operations.

He has also held senior management position in both local conglomerates and American multinational
companies which including serving as Senior General Manager of Ekowood International Berhad, General
Manager of Hong Leong Group, senior materials manager, manufacturing manager & process engineering
manager of Western Digital Malaysia.

He started his career as process engineer with Intel Technology Malaysia in 1984.

Dato’ ONG Choo Meng
Aged 37, Malaysian - Non Independent & Non Executive Director

Dato’ Ong was appointed to the Board on 30 September 2011. He graduated from the Royal Melbourne
Institute of Technology, Australia in 2001 with a Bachelor Degree in Business, majoring in Economics and
Finance.

He joined Hextar Chemicals Sdn Bhd in 2002 as its Executive Director and is currently the Group Managing
Director of Hextar Group (since 2010). Dato’ Ong was the driving force behind the Group’s horizontal and
vertical expansion via organic growth and also acquisition. Apart from producing pesticides, Hextar has also
expanded its capabilities by diversifying into producing fertilizers, specialty and oilfield chemicals and also
distribution of industrial chemicals for use in a range of industries. Hextar Group is currently a leading
supplier of Branded Pesticides and Branded NPK Fertilizers in the local market and distributes over 550
different products to more than 30 countries.

Dato’ Ong is a substantial shareholder of the Company. He also sits on the board of several private limited
companies.

He is a member of the Remuneration Committee and is the son of Dato' Ong Soon Ho, the Non-
Independent Non-Executive Chairman of the Company.
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DENKO INDUSTRIAL CORPORATION BERHAD
(Incorporated in Malaysia)
Company No: 190155-M

PROFILE OF THE BOARD OF DIRECTORS (CONT’D)

Mr. Thoolasy DAS Ponniah
Aged 69, Malaysian - Senior Independent Non-Executive Director

Mr. Das was appointed to the Board on 11 June 2004. He graduated with Bachelor of Arts, majoring in
International Relations from University of Malaya in 1969 and a MBA from Henley Management
College/Brunel University, United Kingdom in 1989. He is a Fellow of the Institute of Chartered Accountants
(England & Wales), Associate Member of the Institute of Taxation (London) and a Member of the Malaysian
Institute of Accountants.

Mr. Das has more than 30 years of corporate experience at senior management level in industry. He was
formerly the Finance Director of Malaysia Shipyard and Engineering Sdn. Bhd. (since renamed Malaysia
Marine And Heavy Engineering Sdn. Bhd.); a builder of ships and floating structures. He is a director for
several private limited companies and also a financial consultant.

He is Chairman of the Audit Committee and a member of both the Nominating and Remuneration
Committee.

Mr Das has expressed his intention not to seek for reelection at the 26" Annual General Meeting and
hence, he will cease to act as a Director of the Company at the close of the said meeting.

Tan Sri Dato’ Seri TAN King Tai @ TAN Khoon Hai
Aged 60, Malaysian - Independent Non-Executive Director

Tan Sri was appointed to the Board on 27 December 2010. He is member of the Institute of Certified Public
Accountants, Ireland and is a former President of Malaysian Association of Company Secretaries. He has
over 33 years of working experience in the fields of auditing, accounting and corporate finance. He is also
the President of 1 Malaysia Entrepreneur Association of Penang.

Tan Sri is also a director of the following companies listed on Bursa Malaysia Securities Berhad:

. Muar Ban Lee Group Berhad
Executive Director/Finance Director

. Pensonic Holdings Berhad
Executive Director

. Unimech Group Berhad
Senior Independent Non-Executive Director

Tan Sri also sits on the board of several private limited companies.

Tan Sri is Chairman of the Nominating Committee and a member of both the Audit and Remuneration
Committee.
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DENKO INDUSTRIAL CORPORATION BERHAD

(Incorporated in Malaysia)
Company No: 190155-M

PROFILE OF THE BOARD OF DIRECTORS (CONT’D)

Mr. YOONG Nim Chor
Aged 57, Malaysian - Independent Non-Executive Director

Mr. Yoong was appointed to the Board on 20 October 2011. He graduated with a Bachelor of Laws,
Honours (Second Class, Upper Division) from National University of Singapore in 1981. He was admitted as
an Advocate and Solicitor of the Supreme Court of Singapore in 1982, as an Advocate & Solicitor of the
High Court of Malaya in 1994, and as a Solicitor of England & Wales in 1995.

He is currently a Senior Partner of Messrs Yoong & Partners in Malaysia and a Consultant with Messrs
UniLegal LLC in Singapore. He specialises in corporate and securities laws, mergers and acquisitions,
corporate finance, corporate restructuring, financing laws, as well as litigation and dispute management.

Mr. Yoong is Chairman of the Remuneration Committee and a member of both the Audit and Nominating
Committees.

Mr. David YAORY
Aged 45, Indonesian - Independent Non-Executive Director

Mr. Yaory was appointed to the Board on 1 February 2013. He attended University of New South Wales
under an Australian Government Scholarship where he graduated from the School of Economics with
Distinction and in 1994 graduated from the School of Manufacturing and Mechanical Engineering with
Bachelor of Science Degree (First Class Honors). He also attended University of Michigan graduating in
2000 with a Master of Business Administration.

Mr. Yaory joined McKinsey & Company after obtaining his MBA where his focus was on corporate strategy
and e-commerce. In 2001, he founded PT Dharma Guna Wibawa whose principal activities are Research &
Development, Manufacturing, Marketing and Distribution of agrochemical products and fertilizers.

Mr. Yaory also sits on the board of several private limited companies.
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DENKO INDUSTRIAL CORPORATION BERHAD
(Incorporated in Malaysia)
Company No: 190155-M

PROFILE OF THE BOARD OF DIRECTORS (CONT’D)

Mr. Ong Wei Liam @ Jeremy Ong
Aged 37, Malaysian - Independent Non-Executive Director

Mr. Jeremy Ong was appointed to the Board on 18 May 2015. He attended The University of Queensland in
Brisbane Australia where he graduated with a Bachelor of Commerce in 2002. He is six-sigma qualified and
a graduate of General Electric Co.s (GE) Financial Management Program (FMP), widely considered to be
the premier entry program of its kind with more than 100 years of history. He also graduated from GEs
Corporate Audit Staff (CAS), a prestigious leadership development organisation that focusses on
developing leaders of GE, supporting worldwide reviews of critical and strategic operations, controllership,
financial integrity, compliance and key policies of the company.

His service within global corporations like General Electric Co. and IMI Plc, provided him with valuable
global cross cultural management experience across various countries and industries nhamely GE Aviation,
GE Oil & Gas, GE Energy and IMI Plcs Control Components Inc. among others and in multiple locations in
the United States, United Kingdom, Canada, France, Hungary, China, Japan, India, Thailand, Philippines
and most recently Singapore before returning to Malaysia.

He held positions of increasing responsibility, including Financial Planning and Analysis Leader for GE
Aviation and Transportation Asia, Supply Chain Finance Leader for GE Oil & Gas Drilling and Productions
Asia, CFO of GE Global Business Services Asia and CFO of Control Components Inc. Asia - an IMI Severe
Service Company before joining the Hextar Group of Companies in Malaysia as its Group Chief Operating
Officer in October 2014.

He is a member of the Nominating Committee.

Note:

Saved as disclosed, none of the Directors have:

(&) Any family relationship with any Director and/or major shareholder of the Company.
(b) Any conviction for offence (other than traffic offences) within the past 10 years.

(c) Any conflict of interest with the Company
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DENKO INDUSTRIAL CORPORATION BERHAD
(Incorporated in Malaysia)
Company No: 190155-M

PROFILE OF THE GROUP CHIEF EXECUTIVE OFFICER (from 18" May 2015 to current)

Dr. LOH Yee Feei
Aged, 52 Malaysian - Group Chief Executive Officer (‘GCEQ”)

Dr. Loh was appointed GCEO on 18 May 2015. He is holding a Bachelor of Applied Science (Electrical
Engineering) from University of Ottawa, Canada and Doctorate in Business Administration from Paramount
University of Technology, U.S.A.

He has more than 30 years of business and management experience in manufacturing - based industries.
Prior to joining Denko Industrial Corporation Berhad as the Group CEO, he was the Executive Director of
GPA Holdings Berhad (2011 - 2014), a Malaysian Public-Listed company engaged in manufacturing and
distribution of automotive and valve-regulated-lead-acide (VRLA) batteries, the Chief Executive Officer of
FACB Industries Incorporated Berhad (2009 - 2011), a Malaysian Public-Listed company with steel
manufacturing as its flagship operations.

He has also held senior management position in both local conglomerates and American multinational
companies which including serving as Senior General Manager of Ekowood International Berhad, General
Manager of Hong Leong Group, senior materials manager, manufacturing manager & process engineering
manager of Western Digital Malaysia.

He started his career as process engineer with Intel Technology Malaysia in 1984.
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DENKO INDUSTRIAL CORPORATION BERHAD
(Incorporated in Malaysia)
Company No: 190155-M

PROFILE OF THE GROUP CHIEF EXECUTIVE OFFICER (CONT’D)

Mr. CHIN Kok Sang
Aged, 57 Australian - Group Chief Executive Officer (“GCEQ”)
Appointed: 25 November 2011 Resigned: 18 May 2015

Mr. Chin is the founding Director of a consulting firm in Malaysia which provides corporate advisory services
with particular focus in the areas of Corporate & Debt Restructuring. He has undertaken consulting
assignments in various sectors and industries covering banking, toll concession, mobile telecommunication
services, property development and construction and fast moving consumer goods. Prior to that, he was a
Senior Corporate Banker at Societe Generale, (a major European based international bank) at their offices
in Australia, Singapore and Malaysia.

Mr. Chin graduated with a Bachelor of Commerce from University of Melbourne. He is a member of The
Institute of Chartered Accountants in Australia.

Mr. Chin holds 1,051,000 Ordinary Shares in the Company. He is not related to any director and/or
substantial shareholder of the Company and has no convictions for offences within the past 10 years, other
than traffic offences.

Mr. Chin has been re-designated to Group Corporate Advisor with effect from 18" May 2015.
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DENKO INDUSTRIAL CORPORATION BERHAD
(Incorporated in Malaysia)
Company No: 190155-M

STATEMENT ON CORPORATE GOVERNANCE

The Board of Directors (the “Board”) recognises the importance of adopting and maintaining high standards
of corporate governance as a fundamental part of discharging its duties and responsibilities in managing the
business and affairs of the Group. Within the broad objectives of enhancing business prosperity and
corporate accountability there are the subsidiary but nevertheless important objectives of realising long-term
shareholder value and safeguarding shareholders’ investments and the Group’s assets, whilst taking into
consideration the interests of other stakeholders.

In relation to the above, the Board is pleased to report that Denko Group is in compliance with paragraph
15.25 and Practice Note 9 of Bursa Malaysia’s Listing Requirements, and is substantially in compliance with
the Recommendations under each Principle of the Malaysian Code on Corporate Governance 2012 (the
“Code”).

This Statement gives an overview of the extent of compliance with the 8 principles set up in the Code. It

shows the manner how the Group has applied the principles and recommendations of the Code and the
alternative compliance for departure(s) from such Code.

1. ESTABLISHCLEAR ROLES AND RESPONSIBILITIES OF THE BOARD

The Group acknowledges the pivotal role played by the Board in the stewardship of its direction and
performance to enhance and to create long term shareholder value.

1.1 Clear Functions of the Board and Management

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

The Board consists of members with diverse background and specialisation, blends youthful
energetic members with guidance from members who are experienced businessmen and
professionals. The Board Members collectively have a wide range of expertise and experience in
the areas of business, economics, marketing, law, corporate affairs and finance all of which are
relevant skills required to successfully direct and supervise the Group’s business activities. The
Board has considered its size and composition vis-a-vis the scope and complexity of the Group’s
businesses and is of the view that its current size and diversity is optimal and effective for the
proper oversight of the Group’s activities.

There is also balance in the Board as follows:

(i) Executive vs Non-Executive Directors
There is clear division of responsibilities between the Executive and Non-Executive Directors
to ensure a balance of power and authority. The sole Executive Director is responsible for the
day-to-day management of the Group’s businesses as well as implementation of the Board’s
policies and decisions whilst the Non-Executive Directors provide oversight and guidance
that contributes to the formulation of policies and decision making.

(i) Independent vs Non Independent Non-Executive Directors

The five (5) Independent Non-Executive Directors forms a majority providing them
collectively, veto powers in the Board’s decision making process. These Independent Non-
Executive Directors are independent of the Management and are free from any business or
other relationships that could materially interfere with the exercise of their independent
judgement. They contribute towards corporate accountability by providing unbiased and
independent views, advice and judgment. They ensure the strategies proposed by the
Management are fully deliberated and examined for the long-term interest of the Group, its
shareholders, employees, customers, suppliers and the many communities in which the
Group conducts its businesses.
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DENKO INDUSTRIAL CORPORATION BERHAD

(Incorporated in Malaysia)
Company No: 190155-M

STATEMENT ON CORPORATE GOVERNANCE (CONT’D)

1. ESTABLISH CLEAR ROLES AND RESPONSIBILITIES OF THE BOARD (CONT’D)

1.2 Clear Responsibilities of the Board

In discharging this responsibility, the Board is guided by Denko Board Charter.

Reviewing and adopting the strategic plan for the Group;

Overseeing the conduct of the Group’s business to evaluate whether the business is being
properly managed;

Identifying principal risks and ensuring the implementation of appropriate systems to manage
such risks based on Management’'s recommendations;

Developing and implementing the shareholder communication policy for the Group;

Reviewing the adequacy and integrity of the Group’s internal control procedures and
management information system, including but not limited to procedures for compliance with
applicable laws, regulations, rules, directives and guidelines;

Making all key decisions such as approval of the annual and quarterly financial results,
announcements to Bursa Malaysia Securities Berhad, significant capital expenditure (including
investments and divestments), execution of material contracts, and budgets;

Reviewing the profile of all the candidates appointed to Senior Executive Management
positions to ensure that all the appointed candidates are qualified and well experienced; and

Ensuring there is succession planning for the long term and sustained growth of the Group.

1.3 Code of Conduct

The Board recognises the need to formalise and commit to ethical values through a Code of
Conduct and ensures the implementation of appropriate internal systems to support, promote
and ensure its compliance.

Therefore, the Group has formulated and established a Code of Conduct in its Employee
Handbook.

1.4 Access to Information and Advise

The Company’s Board and Committee Meeting time table are discussed and fixed prior to the
end of each financial year to enable the Directors to plan ahead. The Chairman, in consultation
with the Company Secretary, sets the agenda for Board Meetings and ensures that all relevant
issues are on the agenda. The Chairman ensures that all Directors have full and timely access
to information. The Board papers and the agenda are distributed in advance of meetings. This
ensures the Directors have sufficient time and information to review each issue to be
deliberated at the Board or Committee Meetings.
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DENKO INDUSTRIAL CORPORATION BERHAD

(Incorporated in Malaysia)
Company No: 190155-M

STATEMENT ON CORPORATE GOVERNANCE (CONT’D)

1.

ESTABLISH CLEAR ROLES AND RESPONSIBILITIES OF THE BOARD (CONT’D)

1.4 Access to Information and Advise (continued)

Matters on the meeting agenda are tabled for discussion, with the deliberations thereof and the
views of the various Directors recorded. The Directors observe the requirement that they do
not participate in the deliberations on matters in which they have a material personal interest
and will abstain from voting in such matter. The Board decisions are recorded accurately in the
meeting minutes. Draft minutes of all Board and Committee Meetings are circulated for review
prior to the confirmation of such minutes at the following meeting.

The Directors have direct and unrestricted access to all information pertaining to the Group’s
businesses and receives regular information updates from Management to enable them to
discharge their duties. Material corporate announcements proposed to be released to Bursa
Malaysia are sent to all the Directors for their comments before release to the public. In
furtherance of the Board’s responsibilities, the Directors have access to the advice and
services of the Company Secretaries, independent professional advisers and the external
auditors where necessary, at the Company’s expense.

1.5 Strategies to Promote Sustainability

The Board views the commitment towards a sustained Environmental, Social and Governance
(ESG) performance as part of its broader responsibility to clients, shareholders and the
communities in which it operates.

During the financial year, the Group had engaged in a series of environmental and social activities
as stated in its Corporate Social Responsibility segmental report furnished on pages 27 to 29
page of this Annual Report.

1.6 Company Secretary

The appointment and removal of the Company Secretary is a matter for the Board.

All Directors have access to the advice and services of the Company Secretaries, who are
qualified and experienced to ensure that board procedures are being adhered and complies
with the applicable rules and regulations.

The Company Secretary also acts as the Secretary for the Nominating, Remuneration and
Audit Committees. Senior Management staff or external advisors are often invited to attend
Board and Committee Meetings to brief, advise, furnish and clarify on matters to be
deliberated.
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DENKO INDUSTRIAL CORPORATION BERHAD
(Incorporated in Malaysia)

Company No: 190155-M

STATEMENT ON CORPORATE GOVERNANCE (CONT’D)

1. ESTABLISH CLEAR ROLES AND RESPONSIBILITIES OF THE BOARD (CONT’D)

1.7 Composition of the Board
The strength of the Board lies in the composition of its members. The Board consists of EIGHT (8)
Directors FIVE (5) of which are Independent Non-Executive Directors as detailed below.

¢ Non-Independent Non-Executive Director
Dato’ ONG Soon Ho, Chairman

e Executive Directors
TAN Chen Wei
Dr. LOH Yee Feei (appointed 27 July 2015)

¢ Non-Independent Non-Executive Director
Dato’ ONG Choo Meng

¢ Independent Non-Executive Directors
Thoolasy Das Ponniah
Tan Sri Dato’ Seri TAN King Tai @ TAN Khoon Hai
YOONG Nim Chor
David YAORY
ONG Wei Liam @ Jeremy ONG (appointed 18 May 2015)

The Profile of each Board Member is furnished on pages 8 to 12 of this Annual Report.

1.8 Board Meetings

The Board meets regularly, at least once every quarter, with additional meetings convened as
necessary when urgent decisions are required from the Board. Details of the Directors’
attendance at these Board Meetings during the financial year under review are as follows:

Meetings
Directors Attended
TAN Chen Wei 5/5
Dato’ ONG Soon Ho 4/5
Dato’ ONG Choo Meng 5/5
Thoolasy DAS Ponniah 5/5
Tan Sri Dato’ Seri TAN King Tai @ TAN Khoon Hai 4/5
YOONG Nim Chor 5/5
David YAORY 3/5
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STATEMENT ON CORPORATE GOVERNANCE (CONT’D)

2. STRENGTHEN COMPOSITION

2.1 Board Committees

To assist in the discharge of its stewardship role, the Board has delegated certain responsibilities, by
way of formal terms of reference in writing to the following Board Committees:

@

(i)

Audit Committee

The Audit Committee is charged with the responsibility to conduct a formal, transparent and
independent review on the financial reporting, risk management, internal control and
governance processes. The Committee meets periodically to carry out its functions and
duties pursuant to its terms of reference and has unrestricted access to the internal and
external auditors and members of the Management.

The composition of the Committee, the attendance of its members at Committee Meetings,
its terms of reference and its activities for the financial year under review are disclosed in the
Audit Committee Report furnished on pages 34 to 39 of this Annual Report.

Nominating Committee

The Nominating Committee meets at least once a year. The Committee’s membership
comprises Independent Non-Executive Directors only as follows:

Meetings
Directors Attended
Chairman
Tan Sri Dato’ Seri TAN King Tai @ TAN Khoon Hai 2/3
Members
Thoolasy DAS Ponniah 3/3
YOONG Nim Chor 3/3
ONG Wei Liam @ Jeremy ONG (appointed 27 July 2015) (N/A)

The Nominating Committee is charged with the responsibility to recommend the appointment
of Directors and Senior Executive Management. This includes the identification and selection
of potential new candidates and to propose suitably qualified candidates with relevant
experience to the Board for its consideration and approval.

In addition, the Nominating Committee assists the Board in the review of its size and
composition. In the review, the Committee takes into account the blend of skills sets and
experience amongst the Directors to assess the effectiveness of the Board, the Board
Committees and the contribution of each Director.
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STATEMENT ON CORPORATE GOVERNANCE (CONT’D)

2. STRENGTHEN COMPOSITION (CONT’D)

2.1 Board Committees (Cont’d)

(i) Remuneration Committee

The Remuneration Committee meets at least once a year and comprises the following:

Meetings
Directors Designation Attended
Chairman
YOONG Nim Chor Independent 2/2
Non-Executive
Director
Members
Tan Sri Dato’ Seri TAN King Tai @ TAN Khoon Hai Independent 2/2
Non-Executive
Director
Thoolasy DAS Ponniah Senior Independent 2/2
Non-Executive
Director
Dato’ ONG Choo Meng Non Independent 2/2
Non-Executive
Director

This Committee is responsible for recommending the Directors’ and Senior Executive
Management’s remuneration framework to the Board for its consideration and approval. In
relation to the framework for Senior Executive Management, it takes into account the various
components of a remuneration package so as to link rewards to corporate and individual
performance.

The Board has also entrusted certain responsibilities to the Senior Management Team,
comprising the Executive Director and the Group Chief Executive Officer. The Senior
Management Team is assisted by each subsidiary’s Chief Executive Officer and/or Chief
Operating Officer.

This team is charged with the responsibility of implementing the policies and decisions of the
Board, overseeing the operations as well as developing, co-ordinating and implementing
approved business and corporate strategies for the Group within the established and approved
Delegated Authority Limits approved by the Board.
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STATEMENT ON CORPORATE GOVERNANCE (CONT’D)

2.

STRENGTHEN COMPOSITION (CONT’D)

2.2 Directors’ Remuneration

The Board determines the remuneration of each Director. It is the Board’s duty to ensure that the
level of remuneration is sufficient to attract and retain the Directors needed to assist the Board in
the discharge of its duties and responsibilities. The Non-Executive Directors are paid annual fees
as a Director. In addition, attendance allowances are paid for attendance at Board and Committee
Meetings. The remuneration package of the Executive Director comprises basic salary, bonus,
and other allowances.

The remuneration payable to Directors of the Company and its Subsidiaries for the financial year
ended 31 March 2015 are categorised as follows:

Directors’ Remuneration for the financial year ended 31 March 2015

Subsidiary
Remuneration Executive Non-Executive Companies’
Package Director Directors Directors Total
RM’000
Fees - 240 - 240
Salaries & Allowances - 28 1,445 1,473
Others - - - -
Total - 268 1,445 1,713

The number of Directors whose total remuneration falls within the following bands are:

Subsidiary
Executive Non-Executive Companies’
Range of remuneration Director Directors Directors
Less than RM50,000 - 5 -
RM 50,001 to RM100,000 - 1 -
RM100,001 to RM600,000 - - -
RM600,001 to RM650,000 - - 1
RM650,001 to RM800,000 - - -
RM800,001 to RM850,000 - - 1
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STATEMENT ON CORPORATE GOVERNANCE (CONT’D)

2. STRENGTHEN COMPOSITION (CONT’D)

2.3

Appointment and Re-election

The Board appoints its members through a formal and transparent selection process upon the
recommendation of the Nominating Committee as mentioned previously. The Company Secretary
ensures that all the necessary information is obtained and that all legal and regulatory obligations
are met before the appointments are made.

Upon appointment, the new Director is advised on the legal and statutory responsibilities,
including the terms of reference of all the Board Committees assisting the Board, together with the
Board Charter. The Director is also briefed on the Company’s nature of operations, current issues
within the Group, the corporate strategy and the expectations of the Company concerning input
from Directors.

All Directors are also regularly updated on new requirements affecting their responsibilities and
are constantly reminded of their obligations.

In accordance with the Company’s Articles of Association (“Articles”), all Directors who are
appointed by the Board since the last Annual General Meeting (“AGM”) are required to retire at
the forthcoming AGM but shall be eligible for re-election. The Articles also provide that at least
one third (1/3) of the remaining Directors be subjected to retirement by rotation at each AGM to
ensure all Directors, shall retire from office at least once every three (3) years but shall be eligible
for re-election.

The Directors who are standing for re-election at the forthcoming Annual General Meeting of the
Company to be held on 21% September 2015 is disclosed in the Statement Accompanying the
Notice of AGM.

3. REINFORCE INDEPENDENCE

3.1

3.2

3.3

Board Performance Evaluation

The Board regularly reviews its composition and the composition of the Board Committees.
Tenure of Independent Directors

One of the recommendations of the Code is that the tenure of an Independent Director should not
exceed a cumulative nine (9) years. Upon completion of the nine (9) years’ service, an
Independent Director may continue to serve on the Board subject to the Director’s re-designation
as a Non-Independent Director.

The Board’s Senior Independent Non-Executive Director, Mr. Thoolasy Das Ponniah was first
appointed in June 2004 and after having served more than nine (9) years, was re-appointed for a
one (1) year term at the previous year AGM.

He has advised the Board that he will not be seeking re-election upon his retirement at the
forthcoming AGM.

Separation of Position of the Chairman, Executive Director and Chief Executive

The Company has fully complied with the above recommendation of the Code. The Non-
Executive Chairman is responsible for ensuring Board effectiveness and conduct. The Executive
Director is responsible for providing leadership and advancing relationships with regulators and
stakeholders, as well as having overall responsibility over the operating units, organisational
effectiveness, formulation of strategies and implementation of Board policies and decisions.
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STATEMENT ON CORPORATE GOVERNANCE (CONT’D)

3. REINFORCE INDEPENDENCE (CONT’D)

3.3 Separation of Position of the Chairman, Executive Director and Chief Executive (cont’d)

In relation to the daily operations of the Group, the Board, through the Executive Director, is fully
assisted by the Group Chief Executive Officer and a well experienced, cross functional

Management Team.

FOSTER COMMITMENT

4.1 Directors’ Development and Training

As mentioned previously, a new Director joining the Board receives an orientation session, which
consists of briefing on all areas of the Group’s business. The Board continuously evaluate and
determine the training needs of its Directors to ensure continuing education is provided to assist
them in the discharge of their duties as Directors.

The following are training programmes, seminars and briefings attended by Directors of the

Company during the financial year:-

Overview of ESG Index and Industry by Bursa/Iclif

GST Overview & Implementation For Housing Developers by

Annual Institute on Corporate & Securities Law
Singapore-Myanmar Integrated Legal Exchange 2014

Directors Courses Attended
TAN Chen Wei e Tax Budget 2015
Dato’ ONG Soon Ho e SME International Forum 2014
[ ]
e The Role of the Chairman by Bursa
e GST Training & Implementation Planning
Dato’ ONG Choo Meng e GST Training & Implementation Training
e SME International Forum
Thoolasy DAS Ponniah e Malaysia Tax Budget 2014
[ J
REHDA
Tan Sri Dato’ Seri 2015 Budget Talk & GST Roadshow
TAN King Tai 2015 Investment Outlook
@ TAN Khoon Hai
YOONG Nim Chor °
[}
e Commercial Law Workshop, Myanmar
e Introduction to Islamic Finance

David YAORY e SAP Software Training
ONG Wei Liam e N/A

@Jeremy ONG

(appointed 18 May 2015)

Dr. LOH Yee Feei e N/A

(appointed 27 July 2015)
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STATEMENT ON CORPORATE GOVERNANCE (CONT’D)

5.

UPHOLD INTEGRITY IN FINANCIAL REPORTING

51

5.2

5.3

Financial Reporting

The Board strives to present a clear, balanced, explanation and evaluation of the Group’s financial
performance and prospects in each quarterly announcement of the Group’s results to Bursa
Malaysia. The Audit Committee assists the Board by reviewing the information to be disclosed, to
ensure accuracy, adequacy and compliance with Bursa Malaysia Listing Requirements.

In addition, the Chairman’s Statement in the Annual Report provides a summary of the Group’s
activities for the financial year.

Statement of Directors’ Responsibility for preparing the Financial Statements

The Board is responsible for ensuring that the Financial Statements of the Group give a true and
fair view of the state of affairs of the Group and of the Company as at the end of the financial year
and of their results and cash flows for the year then ended. In preparing the Financial Statements,
the Directors have:

(i) ensured that the applicable approved accounting standards in Malaysia and the provisions of
the Companies Act, 1965 have been complied with;

(i) selected and applied consistently suitable accounting policies and made reasonable and
prudent judgments and estimates; and

(i) have taken such steps as are reasonably open to them to safeguard the assets of the Group
and to prevent and detect fraud and other irregularities.

The Directors affirm that they have the ultimate responsibility to ensure a sound internal control
system is established and operating effectively and that the policies and procedures for internal
control are being properly implemented by the Management. The Statement on Risk Management
and Internal Control furnished on pages 30 to 33 of this Annual Report provides an overview of
the state of internal controls within the Group during the financial year under review.

Relationship with the Auditors

The Board, through the Audit Committee, establishes formal and transparent relationship with
both the Internal and External Auditors. The Auditors are invited to Audit Committee Meetings to
discuss the audit plan and findings from their audit. Key features of the relationship with the
Auditors are included in the Audit Committee Report set out on pages 34 to 39 of this Annual
Report.

Page 24



DENKO INDUSTRIAL CORPORATION BERHAD
(Incorporated in Malaysia)
Company No: 190155-M

STATEMENT ON CORPORATE GOVERNANCE (CONT’D)

6. RECOGNISE AND MANAGE RISKS

The Risk Management Framework and Internal Control System are discussed in the Statement on
Risk Management and Internal Control furnished on pages 30 to 34 of this Annual Report.

7. ENSURE TIMELY AND HIGH QUALITY DISCLOSURE

7.1

7.2

Corporate Disclosure Policy

The Board is committed to ensuring that communication to the investing public regarding the
business, operations and financial performance of the Company are timely, factual, informative,
consistent, broadly disseminated and information filed with regulators is in accordance with
applicable legal and regulatory requirements.

Leverage on Information Technology for Effective Dissemination of Information

The Company's website at www.denko.com.my is regularly updated, provides all relevant
information on the Company and the Group and is accessible to the public at all times. It includes
all the public announcements made by the Company and its Annual Reports. For shareholders,
there is a dedicated Investor Relations Section to facilitate their quick access to information
relevant to their interests as investors.

8. STRENGTHEN RELATIONSHIP BETWEEN COMPANY AND SHAREHOLDERS

8.1

8.2

Investor Relations Program

As mentioned above, the Board main’s communication channel with the investing public and all
stakeholders is via the regular announcements to Bursa Malaysia which are subsequently linked to
the Company’s website.

Shareholders are also encouraged to attend the Company's AGM and EGM to increase their
knowledge and understanding of the Group’s operations and businesses.

Poll Voting
The Board noted Recommendation 8.2 of the MCCG 2012 states that the Board should

encourage poll voting. In line with this recommendation, the Chairman will inform the shareholders
of their right to demand a poll vote at the commencement of each general meeting.
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STATEMENT ON CORPORATE GOVERNANCE (CONT’D)

8. STRENGTHEN RELATIONSHIP BETWEEN COMPANY AND SHAREHOLDERS (CONT’D)

8.3 Annual General Meetings

The Annual General Meeting (“AGM”), which is held once in every calendar year, remains the
principal avenue for dialogue and interaction between the Board and shareholders where
shareholders are given the opportunity to raise questions on the Group’s operational, financial
performance and any other major developments or issues in the Group. The Board encourages
other channels of communication with shareholders. For this purpose, the Board has identified
Tan Sri Dato’ Seri Tan King Tai @ Tan Khoon Hai (“Tan Sri TAN”) as the Independent Director to
whom queries or concerns regarding the Group may be conveyed.

Tan Sri TAN may be contacted via the following channels:
Post: Denko Industrial Corporation Berhad

No. 20, Jalan Hasil Dua,
81200 Tampoi, Johor Bahru,

Johor.
Fax: 07-238 9993
Emalil : enquiry@denko.com.my

Notice of the AGM and related documents are sent out to shareholders at least twenty one (21)
days before the date of meeting. In addition, each time a special business is included in the Notice
of Meeting; it would be accompanied by a full explanation of the effects of a proposed resolution.
Separate resolutions are proposed for separate issues at the AGM.

This Statement on Corporate Governance is made in accordance with a resolution of the Board
dated 27 July 2015.
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(Incorporated in Malaysia)

Company No: 190155-M

CORPORATE SOCIAL RESPONSIBILITY

At Denko, CSR is about who we are and how we operate as a Company. Denko does consider the
economic, social and environmental impact of our activities. We believe this brings sustained, collective

value to our employees, customers and the community.

The CSR contributions of the Group since the last Annual Report were as follows:

The Work Place

Denko recognises that employees are important assets. We offer a competitive remuneration package to
our staff and incentives to those who meet set performance targets. We apply fair labour practices and also
plan and execute internal and/or external training programs for all levels of staff from time to time and as
and when required.

We are committed to providing a healthy and safe working environment for all our staff. Personal Protective
Equipment (safety boots, ear plugs, ear muffs and face masks) is available to all workers on a needs basis.
A Health and Safety management system is in place and this is subject to audit by Jabatan Keselamatan
dan Kesihatan Pekerja. We conduct briefings and set up signages and circular boards throughout our
premises to create and reinforce the awareness on health and safety.

The Group provides medical and hospitalization insurance coverage for foreign workers and has arranged
periodic hearing tests for all workers (and workers from the supporting departments) that operate machines
with high noise level. At our Johor Bahru factory, we offer our foreign workers purpose built dormitory
housing operated by specialists’ third parties. At these gender separated hostels, the workers are provided
with clean and hygienic facilities for their cooking requirements, modern machines for their laundry, an in-
house convenience retail shop and most importantly, a secure and safe living environment. We recently
upgraded the living quarters of a large proportion of our foreign workers. Those selected have been
relocated to newly constructed purpose built dormitories (also operated by specialists third parties) within
walking distance from our factory. Apart from enjoying upgraded and more modern facilities, there is now
minimal commuting time which means these workers have more time for their own leisure rest and
recreation.

Outdoor and In-house Group recreational activities, team-building sessions and dinner gatherings are held
to promote staff unity, cultural integration, co-operation and team spirit.

A few of the noteworthy activities held were:

0) Birthday Celebrations for Managers;

(i) A “Hungry Ghost” Prayers and Food Festival for non-Muslim colleagues;

(i) An Annual Dinner for Managers;

(iv) “Meet the Group CEO Teh Tarik Sessions” opened to all non-executive staffs;

(v) Following the devastating earthquake in Nepal, we enlisted the assistance of the Johor Branch of
Tzu Chi Buddhist Foundation to conduct a “Pray for Nepal“ and counselling session for the

participating Nepalese workers at the Johor Bahru factory; and

(vi) The Group also pledged a RM116,000 cash donation to assist our Nepalese workers and their
affected families.

Page 27



DENKO INDUSTRIAL CORPORATION BERHAD
(Incorporated in Malaysia)
Company No: 190155-M

CORPORATE SOCIAL RESPONSIBILITY (CONT’D)

The Work Place (CONT’D)

The Motivation and Empowerment Committee (“MEC”) chaired by a non-executive staff member continued
to be active. The MEC’s charter is to focus on staff welfare matters and to assist in bridging the proverbial
Management — Employee gap. An in-house library has been set up at a dedicated area for staff to increase,
improve and/or upgrade their skills and knowledge. The staff are also allowed to borrow the books to share
with their family and friends.

Another notable feature is the on-going implementation and maintenance of the 5S activities (Sort, Set in
Order, Shine, Standardise and Sustain) to create a good working environment, increase productivity,
reduce costs, provide safety and eliminate wastes.

The Environment, Occupational Safety and Health

The Group’s continuous efforts towards good Environmental, Occupational Safety and Health management
practices has resulted in the subsidiaries being accredited with 1ISO 14001 : 2004 (for Environmental
Management), OHSAS 18001 : 2007 (for Occupational Health and Safety Management), ISO 13485 : 2003
(for Medical Devices) and ISO 22000 : 2005 (Manufacturing of Plastic Component for Food Packaging and
Food Related Equipment (indirect contact with food). All the certifications which were expiring in 2015 were
successfully renewed.

The Group ensures full compliance with OHSAS by not only restricting the use of hazardous substances
but also the proper disposal of industrial waste via Authorised Collection Agents. Waste reduction and
environmental control programmes implemented are being maintained and monitored. A programme to
protect the Environment has also been established. This involves breeding composting worms in controlled
environment. The initial target is to produce sufficient compost for the factory’s landscaped gardens in Johor
Bahru. The future plans are to donate surplus composting worms to schools and to teach the school
children how to produce organic fertiliser on a sustained basis.

The health and safety of employees at the workplace is paramount to the Group. Due to the increased Dengue
Fever infections throughout the country, regular fogging activities are being carried out by specialist contractors
as a preventive measure. The 5S team is on constant alert to seek out areas which might breed the aedes
mosquitoes. New foreign worker recruits are briefed on the dangers of Dengue Fever both at the workplace and
at their hostels. The Health and Safety policies of the Group are reviewed periodically and improved whenever
necessary. Strong emphasis is placed on providing a safe, clean, hygienic and healthy working environment for
our staff.

The Community

We also provide internship and practical training opportunities for secondary school, college and university
students to enable them to fulfill which are needed to complete their respective studies.

The Group has plans to do its best to support and help strengthen the local communities where it works
through donations or charity work.
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The Market Place

The Group is committed to ensuring to the best of our abilities. Our manufacturing processes, especially
procurement, are environmentally responsible. We aim to produce sustainable packaging for our
customers, not only today but for the long term. We take into account the good environmental practices
when placing orders and assist the suppliers understand our purchasing policy through suppliers
purchasing charters and on-site visits and audit. There is a program to recycle and reuse our cardboard and
plastic containers. Incentives are paid to our delivery staff to collect empty re-useable cartons from our
customers.

The Group regards transparency, confidentiality and integrity as important business practices in building
and maintaining long term relationships with our stakeholders. We engage with our stakeholders via various
communication channels such as visits to customers and suppliers, dialogue with the shareholders at the
annual general meeting, timely disclosure of information to Bursa Malaysia and posting up-to-date
information on the Company’s website.

We will continue to implement good corporate governance within the Group and strive to meet the
expectations of our shareholders by generating profits and provide a fair return on their investment.

Conclusion

The Board looks forward to increasing the Group’s CSR activities and aspires to meet Denko’s
responsibilities to our stakeholders, employees, the community and the environment.
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STATEMENT OF RISK MANAGEMENT AND INTERNAL CONTROL

Introduction

The Malaysian Code on Corporate Governance 2012 ("the Code") requires the Board to maintain a sound
risk management framework and internal control system to safeguard shareholder's investments and the
Group's assets. The Board is pleased to present the Statement on Risk Management and Internal Control
("SRMIC") for financial year ended 31 March 2015 which is prepared in accordance with Paragraph
15.26(b) of the Main Market Listing Requirement of Bursa Malaysia Securities Berhad ("Bursa") and guided
by Guideline for Directors of Listed Issuer - Statement on Risk Management and Internal Control issued by
the Taskforce on Internal Control supported and endorsed by Bursa.

Board Responsibility

The Board of Directors ("the Board") acknowledges its overall responsibility for the Group's risk
management and internal control system to safeguard shareholders' investment and the Group's assets as
well as reviewing its adequacy, integrity and effectiveness. The Board regards risk management as an
integral part of the Group's business operations and affirms that the Group has in place an ongoing process
for identifying, assessing, evaluating, managing and mitigating significant risks across the Group.

This involves the Board setting the policies on risk management and internal control after conducting an
assessment of the Group’s risks exposure. The overall control environment is established and the
monitoring mechanisms are developed and implemented involving:

0) The Board of Directors;

(ii) The Board’s Audit Committee;

(iii) Senior Executive Management;

(iv)  The Executive Committee (“EXCO”); and

(v) The Heads of Department (“HODs”) implementing and maintaining the risk management and control
system except for insurable risks, which are separately covered by insurance.

From the above comprehensive approach, the Board through its Audit Committee, regularly reviews this
process, including mitigating measures taken by Management via EXCO to address areas of key risk(s)
identified. The Board also conducts periodical testing on the effectiveness and efficiency of its procedures
and processes with the assistance of EXCO and the Internal Auditor.

For FY15, the Board has received assurance from the Group Chief Executive Officer that the Group’s risk
management and internal control system is in all material aspects, operating adequately and effectively.
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Board Responsibility (Cont'd)

The system of internal control covers financial, operational and compliance controls. In view of the inherent
limitation in any system of internal control, it should be noted that such a system is designed to manage,
rather than to eliminate, the risk of not achieving the Group's business objectives. The system can therefore
only provide reasonable, but not to absolute assurance, against material misstatement or loss.

Audit Committee

The responsibility for reviewing the adequacy and integrity of the risk management and internal control
system has been delegated by the Board to the Audit Committee. The Audit Committee assesses the
effectiveness and efficiency of the risk management and internal control system through independent
reviews by the Internal Auditor, and any of the management letter points concerning internal control
highlighted by the External Auditor.

Risk Management Framework

The risk management process is co-ordinated between the EXCO and all the HODs within the Group. The
key features of this framework include but are not limited to:

0] A structured process for identifying, assessing, measuring, monitoring, managing and mitigating
business risks across the Group;

(i) Determination of risk appetite and setting the Key Risks tolerance levels;

(iii) Identified HODs as the risk owners are accountable for ensuring that the respective risks are

continuously updated and monitored. The status of risk mitigation action plans are tracked to
ensure their effective and timely implementation;

(iv) Issues highlighted by HODs are reported and assessed at EXCO meetings; and

(v) Risk management and internal control assessment is undertaken by the outsourced Internal Audit
Function on a periodical basis. The Internal Auditor adopts a risk based approach in evaluating the
financial, operational and compliance aspects of the Group. The internal audit procedures are
focused on the identified key risk areas.

Internal Audit Function

The Audit Committee evaluates the internal audit function to assess its effectiveness in the discharge of its
responsibilities. The independent internal audit function, which is outsourced to an independent external
consultant, provides assurance to the Audit Committee through the execution of internal audit based on an
approved risk-based internal audit plan. Observations from the internal audit executed are presented,
together with Management's response and proposed action plans, to the Audit Committee for its review.
The Group incurred RM10,500 for Internal Audit fees during the financial year.
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Control Environment

The control environment is the organisational structure and culture created by the Senior Executive
Management to sustain organisational support for effective internal control. The Senior Executive
Management’'s commitment to establishing and maintaining effective internal control is articulated,
cascaded and permeated throughout the Group’s control environment.

Established controls for day-to-day operating activities are in place on a de-centralised basis. Key functions
such as finance, treasury, human resource, management information system, insurance and legal matters
are controlled centrally at the Group Head Office.

Control Processes

Apart from the risk management and internal audit functions, the Board has established the following key
processes to augment the risk management and internal control system:

(i)

(ii)

(iii)

(iv)

v)

(vi)

(vii)

(viii)

Clearly defined and documented lines and limit of authority, responsibility and accountability have
been established through the approved Group Delegated Authority Manual;

Annual business plans, strategies and budgets are presented by Senior Executive Management to
the Board for review and approval;

An organisational structure which formally defines lines of responsibilities and delegation of
authority is in place;

Quarterly financial reports with comprehensive information on financial performance and key
business indicators are reviewed by the Audit Committee and approved by the Board,;

Management of subsidiaries involved in the daily operations reports key issues to the EXCO for
further deliberation and decision;

The Finance function reviews and monitors each business unit's performance monthly. Significant
issues are promptly reported to the EXCO;

Cross functional and cross departmental teams are formed on the instruction of the EXCO to
address key issues on a needs basis. The findings are presented and deliberated at EXCO
meetings and if material, are reported to the Board; and

Documented internal procedures and standard operating procedures are in place. Internal and
external quality and surveillance audits are conducted on a regular basis to ensure compliance. The
external audits are conducted by assessors certified by the accreditation bodies and also by the
Manufacturing Division’s existing and prospective customers.
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Control Processes (Cont'd)

The below ISO Certifications at the Group’s Manufacturing Division were renewed during the year:

° ISO 13485:2003 Quality Management System in Medical Device;

° ISO 14001:2004 Environmental Management System;

° ISO 22000:2005 Manufacturing of Plastic Component for Food Packaging and Food
Related Equipments (indirect contact with food);

° OHSAS 18001: 2007 Occupational Health and Safety Management;

° ISO 9001:2008 Quality Management System; and

° ISO /TS 16949:2009 Quality Specification for Automotive Industry Supply Chain.

(iX) Adequate insurance coverage and physical safeguards on major assets are in place to ensure that
the assets of the Group are sufficiently covered against pertinent perils that may result in material
losses to the Group.

Review of this Statement by External Auditor

Pursuant to paragraph 15.23 of the Listing Requirement of Bursa Malaysia Securities Berhad, the External
Auditor has reviewed this SRMIC for inclusion in the Annual Report of the Group for the financial year
ended 31 March 2015. The External Auditor has reported to the Board that nothing has come to their
attention that causes them to believe that this Statement is inconsistent with their understanding of the
processes adopted by the Board in reviewing the adequacy and integrity of the system of internal controls.

Conclusion

The Board is of the view that the risk management and internal control system is satisfactory for the
financial year under review and up to the date of approval of this SRMIC, and has not resulted in any
material losses, contingencies or uncertainties that would require disclosure in the Group's Annual Report.
However, such system does not eliminate the possibility of human error, collusion, or deliberate
circumvention of control procedures by employees and others.

The Board endeavours to maintain an adequate system of risk management and internal control to support
the Group’s operations and will periodically evaluate and continue to take proactive measures to further
strengthen the procedures and processes to ensure the framework remains relevant, effective and efficient.

This SRMIC is made in accordance with a resolution of the Board dated 27 July 2015.
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MEMBERS

Thoolasy Das Ponniah

Chairman, Senior Independent Non-Executive Director

Fellow, The Institute of Chartered Accountants (England and Wales)
Member, Malaysian Institute of Accountants

Tan Sri Dato’ Seri TAN King Tai @ TAN Khoon Hai
Member, Independent Non-Executive Director
Member, Certified Public Accountants, Ireland
YOONG Nim Chor

Member, Independent Non-Executive Director

TERMS OF REFERENCE

Composition

The members of the Audit Committee shall be appointed by the Board from among its members and shall
consist of at least three (3) members. All the Audit Committee members must be Non-Executive Directors

with a majority of them being Independent Directors.

At least one of the members of the Audit Committee:

(& Must be a member of the Malaysian Institute of Accountants (MIA); or

(b) If he is not a member of MIA, he must have at least 3 years’ working experience and:

0] He must have passed the examinations specified in Part 1 of the 1st Schedule of the

Accountants Act 1967; or

(i)  He must be a member of one of the associations of accountants specified in Part Il of the 1st

Schedule of the Accountants Act 1967; or

(c) He must fulfill such other requirements as prescribed or approved by Bursa Malaysia Securities

Berhad (“Bursa Malaysia”).

The members of the Audit Committee shall elect a Chairman from among its members who shall be an

Independent Director.

No alternate director can be appointed as a member of the Audit Committee. The terms of office and
performance of the Audit Committee and each of its members shall be reviewed by the Board at least once
in every three (3) years to determine whether the Audit Committee and its members have carried out their

duties in accordance with the terms of reference.

Quorum

To form a quorum, the majority of members present must be Independent Directors.
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Objectives
The primary objectives of the Committee are to:

(@)

(b)

()

Provide assistance to the Board in fulfilling its fiduciary responsibilities, particularly in the areas
relating to the Company and its subsidiary companies’ (“the Group”) accounting and internal control
systems, financial reporting and business ethics policies;

Provide greater emphasis on the audit function by serving as the focal point for communication
between non-Committee Directors, the external auditors, internal auditors and management and
providing a forum for discussion that is independent of the management. It is to be the Board’s
principal agent in assuring the independence of the Company’s external auditors, the integrity of the
management and the adequacy of disclosures to shareholders; and

Undertake such additional duties as may be appropriate and necessary to assist the Board.

Secretary
The Secretary of the Committee shall be the Company Secretary.

Frequency and Attendance of Committee Meetings

(@)

(b)

(©)

(d)

(e)

(f)

(9)

Meetings shall be held not less than 2 times a year and as and when required during each financial
year.

Other Board members, employees, and/or representatives of the external and/or internal auditors
may attend any meeting at the Audit Committee’s invitation.

A Committee Member shall be deemed to be present at a meeting of the Committee if he participates
by instantaneous telecommunication device and all members of the Committee participating in the
meeting of the Committee are able to hear each other and recognise each other’s voice, and for this
purpose, recognition constitutes prima facie proof of participation. For the purposes of recording
attendance, the Chairman or Secretary of the Committee shall mark on the attendance sheet that the
Committee Member was present and participating by instantaneous telecommunication device.

A Committee Member may not leave the meeting by disconnecting his instantaneous
telecommunication device unless he has previously obtained the express consent of the Chairman of
the Meeting and a Committee Member will be conclusively presumed to have been present and to
have formed part of the quorum at all times during the Committee Meeting by instantaneous
telecommunication device unless he has previously obtained the express consent of the Chairman of
the Meeting to leave the meeting.

Minutes of the proceedings at a Committee Meeting by instantaneous telecommunication device will
be sufficient evidence of such proceedings and of the observance of all necessary formalities if
certified as correct minutes by the Chairman of the Meeting.

Instantaneous telecommunication device means any telecommunication conferencing device with or
without visual capacity.

A resolution in writing signed and approved by a majority of the Committee and who are sufficient to
form a quorum shall be as valid and effective as if it had been passed at a Meeting of the Committee
duly called and constituted.
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Minutes

The minutes of each meeting shall be kept and distributed to each member. All minutes of meetings shall
be circulated to every member of the Board. The Chairman of the Committee shall report on each meeting
to the Board.

Authority

(@)

(b)
()
(d)

(e)

(f)

(9)

To investigate any matter of the Group, within its terms of reference, where it deems necessary,
investigate any matter referred to it or that it has come across in respect of a transaction that raises
questions of management integrity, possible conflict of interests, or abuse by a significant or
controlling shareholder;

To have resources which are required to perform its duties;

To have full and unrestricted access to any information pertaining to the Group;

() Have direct communication channels with the external auditors;

(i) Have direct authority over the internal audit function of which is independent from management
and operations;

Be able to obtain and seek outside legal or other independent professional advice and to secure the
attendance of outsiders with relevant experience and expertise if it considers necessary;

Be able to convene meetings with the external auditors, the internal auditors or both, to the exclusion
of other directors and employees of the Company; and

To have full access to any employee or member of the management.

Duties and Responsibilities

In fulfilling its primary objective, the Audit Committee will need to undertake the following duties and
responsibilities and report the same to the Board of Directors:

(@)

(b)
(€)

(d)

To discuss with the external auditors before the audit commences, the audit plan, scope and nature
of the audit of the Group;

To review the audit report with the external auditors;

To review the follow-up actions taken by the management on findings and recommendations by the
internal and external auditors;

To review the external auditors management letters and the management response;
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Duties and Responsibilities (Cont’d)

(€)

(f)

(9)

(h)

(i)

0

(k)

To review the Group’s quarterly results and the Group’s annual Financial Statements, prior to the
approval by the Board of Directors. The review is focused particularly on:

0]

(ii)
(i)
(iv)
v)

Any changes in or implementation of major accounting policy;
Significant and unusual events;

Significant adjustments and issues arising from the audit;
The going concern assumption; and

Compliance with applicable accounting standards and other legal requirements.

To review any related party transaction and conflict of interests situation that may arise within the
Group including any transaction, procedure or course of conduct that raises questions of
management integrity;

(i)

(ii)

To recommend the appointment of external auditors, their remuneration and inquire into their
resignation or dismissal; and

Where the external auditors are removed from office or give notice to the Company of their
desire to resign as external auditors, the Committee shall ensure that the Company
immediately notify Bursa Malaysia and forward to the latter a copy of any written
representations or written explanations of the resignation made by the external auditors at the
same time as copies of such representations or explanations are submitted to the Registrar of
Companies pursuant to section 172A of the Companies Act 1965.

Whether there is reason (supported by grounds) to believe that the Company’s external auditors is
not suitable for re-appointment;

To review the assistance and co-operation given by the employees of the Company to the external

auditors;

0] To review the adequacy of the scope, functions, resources and competency of the internal
audit function and that it has the necessary authority to carry out its work;

(ii) If the internal audit function is outsourced, to consider and recommend the appointment or
termination of the internal auditors, the fee and inquire into the staffing and competence of the
internal auditors in performing their work; and

(i) If the internal audit function is performed in-house, to approve any appointment or termination

as well as the appraisal of performance of senior staff members of the internal audit function.
Also, to be informed of resignations of internal audit staff members and provide the resigning
staff member an opportunity to submit his/her reason for resignation.

To review the internal audit programme, processes, the results of the internal audit programme,
processes or investigations undertaken and whether or not appropriate action is taken on the
recommendations of the internal auditor;
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Duties and Responsibilities (Cont’d)

()

(m)

To carry out such functions as may be agreed between the Audit Committee and the Board of
Directors; including but not limited to reviewing the acquisition or disposal of any major investment or
fixed asset;

To report to Bursa Malaysia on matters reported by it to the Board that has not been satisfactorily
resolved by the Board; resulting in a breach of the Listing Requirements of Bursa Malaysia.

Activities of the Audit Committee

During the Financial Year, the Committee held five (5) meetings. The attendance of each member of the
Committee were as follows:

Name Designation Meetings Attended
Chairman
Thoolasy Das Ponniah Senior Independent 5/5

Non-Executive Director

Members

Tan Sri Dato’ Seri TAN King Tai Independent 4/5
@ TAN Khoon Hai Non-Executive Director

YOONG Nim Chor Independent 5/5

Non-Executive Director

During the Financial Year, the Committee held Three (3) meetings with the External Auditors and Two (2)
meetings with the Internal Auditors. The Committee had two (2) private sessions with the External Auditors
without the presence of Management. In addition, the Committee also carried out its duties in accordance
with its terms of reference, which encompassed the following:

(@)

(b)

(€)

(d)

Reviewed the External Auditors’ Audit Planning Memorandum comprising the scope of work and
proposed fees for the statutory audit and approved the engagement of the External Auditors on
recurring and non-recurring non audit services;

Reviewed the External Auditors’ Audit Review Memorandum and Management Letter with

recommendations regarding opportunities for improving internal controls based on their observations
made during course of the external audit;

Reviewed the Group’s quarterly Interim Financial Statements before a recommendation is made to
the Board for approval;

Reviewed the Group’s Audited Financial Statements before a recommendation is made to the Board
for approval;
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Activities of the Audit Committee (Cont’d)

(€)

()
(9)

(h)

Reviewed and approved the Internal Audit Plan and assessed the internal audit reports and
recommendations. Management’s response on the issues reported were reviewed, discussed and
additional directives were given to Management as and when necessary. Ensured issues affecting
internal controls are promptly addressed by Management;

Reviewed the New and Recurrent Related Party Transactions entered into by the Group;

Reviewed the new accounting policies adopted by the Group to ensure compliance with the
applicable approved Financial Reporting Standards;

Reviewed the Group’s annual Business Plans & Strategies, Financial Budgets and Capital
Expenditure Budget; and

Reviewed the Statement on Corporate Governance, Statement on Risk Management and Internal
Control and the Audit Committee Report for inclusion in this Annual Report.

Internal Audit Function

The Internal Audit Function is disclosed in the Statement on Risk Management and Internal Control set out
on pages 30 to 33 of this Annual Report.

The significant activities carried out by the internal audit function include but are not limited to the following:

(@)

(b)

(€)

(d)

Conduct of internal audit, focusing on key risks faced by significant business units within the Group,
based on an internal audit plan presented to, and approved by, the Committee;

The internal audit covered testing the existence and effectiveness of compliance, financial and
operational controls deployed by Management to address the business risks faced by the Group;

Weaknesses in the internal control system were highlighted to the Committee and Management,
including recommendations for improvement and Management’s response to such observations; and

Follow-up on the status of implementation by Management on action plans to address the issues
highlighted during the internal audit.

This Audit Committee Report is made in accordance with a resolution of the Board of the Directors dated 27
July 2015.
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Utilisation of Proceeds
The Company did not undertake any capital raising proposal during the financial year.

Share Buybacks
There were no share buybacks by the Company during t