STATEMENT ON CORPORATE GOVERNANCE
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

INTRODUCTION
The Bourd of Directors ("Bourd”) of Knusford Berhud remuins committed to ensure high stundards of corporute governunce is
practised throughout the Compuny and ifs subsidiaries (“the Group”) fo enhance shareholders’ value uand improve its financial
performunce. The Bourd uims for the principles und best practices of the Maluysia Code of Corporaute Governunce 2012
("MCCG 2012") to be observed und pructiced throughout the Group us u fundumental purt of dischurying its responsibilities.
Therefore, the Bourd is pledsed to present the following report on the Company’s application of the principles und compliance
with best practices us set out in MCCG 2012 und other upplicuble laws, rules und regulutions during the finuncial yeur ended
31 December 2016.
APPLICATION OF PRINCIPLES AND RECOMMENDATIONS
Principle 1: Establish Clear Roles and Responsibilities
1.1 The board should establish clear functions reserved for the board and those delegated to management
The Bourd hus established a Bourd Charter which sets out the roles aund responsibilities of Bourd members in discharging
their fiduciary and leudership functions and to ensure the divisions of responsibilities between the Bourd aund the
Munagement ure cleurly defined.
Specific duties und responsibilities are deleguted by the Bourd to three (3) committees, hamely the Audit and Risk
Munagement Committee, Nominution Committee und Remunerution Committee, dll of which are goverhed by their
respective terms of reference. The Bourd wus kept informed of key issues und decisions mude by these committees
through presentation made by Chuirmun of the respective bourd committee ut the Bourd’s scheduled meetings.
1.2 The board should establish clear roles and responsibility in discharging its fiduciary and leadership functions

The key responsibilities of the Bourd ure documented us follows:

> Reviewing und udopting d strategic plan

The Bourd will put in place u More robust strateyy plunning process, whereby the Manuayinyg Director presents and
proposes to the Bourd the Munuygement’s business pluns for the ensuing year for the Bourd's review und upjproval,

Munugement hud presented to the Bourd the business pluns viu the budyet for the ensuiny yeur during the Bourd of
Director’s Meeting held on 24 November 2016. The Bourd hud on the sume duy reviewed und upproved the Budyet.

It serves us guidunce to closely monitor the growth of the Group us u whole.

>  Qverseeiny the conduct of the compuny’s business

A cupuble aund experienced management teum is put in charge to oversee the day-to-day operdations of the Group
und implement the policies, struteyies und decisions udopted by the Bourd.

The Manaying Director (*MD”), supported by the Chief Executive Officer ("CEO”) is primarily responsible for
overseeiny the duy to duy operdtions of the Group und ensures the smooth und effective running of the Group.
Monthly manugement meetings ure held which ure uttended by the Heud of Depurtment ("HODS"), CEO und MD
tfo monitor the Group’s business operutions und performance. With implementation of Budyget, uctudl performaunce
is closely monitored und discussed during the monthly manugement meeting.

On u yuurterly busis, the performaunce of the Group is communicuted o the Bourd by the Munuging Director, Chief
Executive Officer und Chief Fihunciul Officer ut its scheduled meetinys.

> |dentifyiny principul risks und ensuring the implementution of uppropriute infernul controls und Mitigution meusures

The Bourd had upproved und put in place d risk munuygement framework policy und procedures on 22 April 2013
where the role und responsibilities in relution to risk munuygement ure cleurly defined for the Bourd, Audit und Risk
Munugement Committee, Chief Executive Officer, Heads of Subsidiaries / Division Head.

Quuirterly risk ussessment updutes ure carried out within the Group to identify, evuluute und review the respective

divisions’ key risk profiles. The results are reviewed by the Audit und Risk Management Committee at their quarterly
meeting und subseyuently presented to the Bourd.
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STATEMENT ON CORPORATE GOVERNANCE
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

APPLICATION OF PRINCIPLES AND RECOMMENDATIONS (continued)

Principle 1: Establish Clear Roles and Responsibilities (continued)

1.2 The board should establish clear roles and responsibility in discharging its fiduciary and leadership functions (continued)

>

Identifying principdl risks und ensuring the implementation of appropriate internal controls und Mmitigution meusures
(continued)

In addition, respective HODS will report on their own divisions and any potential risks incurred on day-tfo-day operations
und ulso tendering of hew projects in monthly munugement meetings to CEO und MD.

Succession plunning

The Bourd hus entrusted the Nominution Committee und Remunerution Committee with responsibilities to review
cundidutes for the Bourd und key munuyement positions und to determine remunerution puckuye for these
uppointments, as well as formulate homination, remunerdation aund succession policies for the Group.

During the finunciul yeur ended 31 December 2016, one (1) bourd member hud resighed due to other work
commitments und u hew Executive Director wus recommended by the Nomination Committee und upproved by
the Bourd.

In uddition, the Bourd ensures that un appropriute process is tuken for Munugement und Senior Munugement level’s
recruitment und provision of ygood und competitive remuneration scheme, contfinuous training und development to

ehsure Munugement’s succession.

Overseeiny the development und implementution of u shareholder communicutions policy for the compuny

The Bourd ucknowledges the heed for the shareholders to be informed of dll material business matters affecting the
Compuny und us such udopts un open und frunspurent policy in respect of its relutionship with its shareholders und
investors. The Bourd ensures fimely releuse of finuncidl results on u yuurterly busis to provide shaureholders with an
overview of the Compuny’s performunce und operdtions in uddition to the various unnouncements mude duriny
the yeur.

The Compuny conducts diulogues with finunciul unalysts und/or the media from time to time us u meuns of
effective communicution to enuble the Bourd und Munugement to convey information reluting to the Company’s
performance, corporute strateyy und other mutters uffecting shareholders’ interests.

The Compuny leveruge on informution technoloyy for effective disseminution of informution. The Compuny’s website
provides eusy uccess to corporute informution pertuining to the Compuny und its activities und is confinuously
updauted.

Mr. Bernard Hilury Lawrence hus been identified us the Senior Independent Non-Executive Director of the Bourd
to whom yueries or concerns reluting to the Group muy be conveyed by shareholders by way of writing fo the
Compuny’s reyistered address.

Reviewiny the udeyuacy and the integrity of the management information and internul confrols system of the
compuny

The Bourd ucknowledyes the importance of sound system of internal controls, which provides reusonuble ussurance
in ensuring the effectiveness und efficiency of operutions und sufegyuards shareholders’ investments und the Group's
ussets.

The Infernal Audit function has been outsourced to u professiondl service firm. The outsourced infernal audit function
Mmeets with the Audit und Risk Munugement Committee on u guurterly basis. Further information may be found in the
Stutement of Risk Munugement set out on puyes 27 to 30 of this annuul report.

In addition, the externul auditors review the internal controls over finunciul reporting unnuadlly und reported to the
Audit und Risk Management Committee directly.
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STATEMENT ON CORPORATE GOVERNANCE
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

APPLICATION OF PRINCIPLES AND RECOMMENDATIONS (continued)

Principle 1: Establish Clear Roles and Responsibilities (continued)

1.3

14

1.5

1.6

1.7

The board should formalise ethical standards through a code of conduct and ensure its compliance

The Bourd hus formulated ethicul standards through u code of conduct for the directors, sehior management and dll
employees and will ensure its compliance. The Code of Conduct includes principles related to conflict of interest, dedlings
with confidential information, o enhsure sufety, security and adherence to Company’s rules, dedling with suppliers,
customers und third purties.

The Code of Conduct is avdilable at the Compuany’s website.

The Directors ure committed to determining whether they huve any potential or uctual conflict of interest with regards
to uny mutters beiny discussed. The Directors must declare interests they muy have that constitute u related puarty
fransaction and dbstuin from voting in respect of such trunsactions when considering such mutters.

The Bourd hus developed its whistle blowing policy. A summary of the policy is uvdiluble ut the Compuny’s website.

This policy is set up to ensure disclosure of improper conduct und hecessary uctions to be tuken. The definition of improper
conhduct und methods of reporting improper conduct are clearly explained in the policy.

For the finunciul yeur under review, the Bourd is unawure of uny uctivities reluted to whistle blowiny.

The board should ensure that the company’s strategies promote sustainability

The Bourd ucknowledyges the Group’s obligution to society and strives for u bulunced upprouch in fulfilling its key
objectives und the expectations of stukeholders. The Group is committed and will further enhance its corporate social
responsibilities that are supportive of heulthy work environment, skill development us well us hedlth and sufety at work.
The Group supports various charituble causes und is committed to curry on its efforts towards on u sustuinuble busis.

The Group’s socidl responsibilities statement is set out on puge 32 of this annudl report.

The board should have procedure to allow its member access to information and advice

The Bourd hus unrestricted und fimely uccess to dll information necessary for the discharge of its responsibilities. Notice
of Bourd Meetinys und the hecessury bourd pupers ure circuluted to Directors 5 duys in udvunce to enuble meuningful
deliberation und sound decisions to be mude during Bourd meetings. All meetings of the Bourd dre duly recorded by
the Compuny Secreturies in the Bourd Minutes. All Directors huve uccess to the services und advice of the Compuny
Secretaries, Senior Munagement and other independent professiondls, at the expehnse of the Group fo facilitute the
dischurge of their duties.

The board should ensure it is supported by a suitable qualified and competent Company Secretary

The Compuny Secreturies ure centrul source of informution und udvice to the Bourd und its Committees on the issues
relating fo compliance with laws, rules, procedures and regulations uffecting the Company and Group.

The Bourd haus appointed Lim Thiam Wah and Lim Aik Yonhy as the Compuny Secretaries, who have the competency to
provide the necessury ussistunce to the Bourd.

The board should formalise, periodically review and make public its Board Charter
The Bourd hus formalised u Bourd Churter und it hus been reviewed und udopted on 28 Februury 2017,

The Bourd Chuirter is displuyed on the Compuny’s website ut www.knusford.com.my.
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STATEMENT ON CORPORATE GOVERNANCE
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

APPLICATION OF PRINCIPLES AND RECOMMENDATIONS (continued)

Principle 2: Strengthen Composition

2.1

22

The board had established a Nomination Committee which comprises exclusively of non-executive directors, a majority
of whom must be independent

The Nomination Committee comprises entirely of Independent Non-Executive Directors who ure us follows:

D} Berhurd Hilury Lawrence
i) Lim Foo Senhy

Senior Independent Non-Executive Director (Chuirmun)
Indejppendent Non-Executive Director (Member)
i Avinderjit Singh A/L Harjit Sihgh Independent Non-Executive Director (Member)
iv)  Mohd Sulleh Bin Othmun Independent Non-Executive Director (Member)
V)  Lee WudiKuen - Independent Non-Executive Director (Member)

During the finuncial year ended 31 December 2016, the Nomination Committee met once and the followiny activities
were curried out by the Nominution Committee:

Reviewed the composition of the Bourd of Directors

Assessed the effectiveness of the Bourd und Board Committee

Assessed und evaluated the performance and contribution of each Director

Reviewed the profile of euch Director

Reviewed the fruining heeds of the Directors to ensure thut they ure ucquuinted with the lutest development und
changing environment in which the Company operates.

O N =

The Nomination Committee should develop, maintain and review the criteria to be used in the recruitment process and
annual assessment of directors

The Nominution Committee’s Terms of Reference specifies the duties und functions of the Committee, which relute to the
recruitment of directors und criteriu used in their selection in terms of the uppropriute bulunce of skills, expertise, uttributes
und core competencies und unnuul ussessment, The Committee is responsible for reviewinyg cundidutes for uppointment
to the Bourd Committee and muke dppropriate recommendations thereon fo the Board for approvdal. It is tusked with
ussessing the effectiveness of the Bourd und Bourd Committee und the performaunce of individuul Directors in order to
ensure that required mix of skills und experience are present of the Bourd.

The Bourd is supportive of gender diversity in the bourdroom us recommended by the MCCG 2012. The Bourd does
not have u specific policy on setting turgets for women cundidutes. The evualuation of the suitubility of candidute to
the Bourd depends on his or her competency, knowledye, churucter, time commitment, professionalism inteyrity and
experience in meetiny the needs of the compuny. Presently, there is no femule Director on the Bourd of the Compuny.
Nevertheless, the Bourd is endeuvouring to have u femuale bourd member in the future.

The evdludtion of Bourd is conducted unnudlly, comprises of Bourd Assessment by Individuul Directors, Self and Peer
Assessment und un ussessment of independence of un Independent Director. The ussessment of the Bourd by un
individual director is bused on specific criteria, covering areus such as the Bourd composition and structure, principdl
responsibilities of the Bourd, the Bourd process, succession plunning und Bourd governance. For Self und Peer Assessment,
the ussessment criteria include contributions to interaction, role und duties, knowledyge and integrity, governunce and
indejpendence, und risk munuygement,

The Nominution Committee meets ut leust once u yeur und conducts un unnudl review of the required mix of skills,
diversify und experience und other yudilities, including core competencies which Non-Executive Directors should bring to
the Bourd und to ussess, on unnudl busis, the effectiveness of the Bourd us u whole, the Committee of the Bourd und the
conftributions of each individual director, including Independent Non-Executive Directors.

The presence of the Independent Non-Executive Directors promotes objectivity und they huve the competence hecessary
to udvise the Bourd on its decisions. They provide un effective check und bulunce to the Bourd’s decision muking
process. The Bourd’s composition brings fogether un extensive group of experienced Directors from varied backgrounds
und they bring with them a wide ruanyge of skills und experience in ureus relevunt to munuying und directing the Group’s
operutions. The Bourd is sutisfied thut the current Bourd’s composition fuirly protects the investment of the minority
shureholders und represents u bulunced mix of skills und experience to discharge the Bourd’s duties und responsibilities.
In addifion, no individual director or group of directors dominates the Board’s decision making. The profile of each Boaurd
member is set out on puyes 9 to 11 of this Anhuul Report.
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STATEMENT ON CORPORATE GOVERNANCE
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

APPLICATION OF PRINCIPLES AND RECOMMENDATIONS (contfinued)
Principle 2: Strengthen Composition (continued)

2.3 The board should establish formal and transparent remuneration policies and procedures to attract and retain directors

The Remunerution Committee ussists the Bourd of Directors in reviewiny und ussessing the remuneration puckuyes of the
Executive Directors. The remunerution puckuges of the Compuny’s Non-Executive Directors ure determined by the Bourd
us u whole, with the Director concerned ubstuining from participuting in the decision muking in respect of his individuul
remuneration.

The Remunerution Committee comprises of the following Independent Non-Executive Directors:

D} Bernard Hilary Lawrence Senior Independent Non-Executive Director (Chuirmun)
i)  Lim Foo Sehy - Independent Non-Executive Director (Member)
i) Avinderjit Singh A/L Hurjit Singh Independent Non-Executive Director (Member)
iv)  Mohd Sdlleh Bin Othman Indejpendent Non-Executive Director (Member)
V)  Lee Wui Kuen Independent Non-Executive Director (Member)

The Compuny uims to set remuneration at levels which are sufficient fo uttract und retdin the Directors needed to run the
Compuny successfully, tuking into considerution dll relevant factors including the function, workloud und responsibilities
involved. The level of remuneration for the Executive Directors is determined by the Remuneration Committee ufter
yiving due considerution to the compensution levels for compuruble positions umony other similur Malaysiaun public
listed compunies. No Director other thun the Executive Directors shall have service contract with the Company.

The uyyreyute remunerution of the Directors of the Bourd for the yeur ended 31 December 2016 is us follows:

(a) Total Remuneration

Group
Executive Directors Non-Executive Directors Total
(RM’000) (RM’000) (RM’000)
Salary and Other
Emolument 797 120 917
Fees 60 120 180
Benefits-In-Kind 49 - 49
Total 906 240 1,146
Company
Executive Directors Non-Executive Directors Total
(RM’000) (RM’000) (RM’000)
Salary and Other
Emolument 229 120 349
Fees 60 120 180
Benefits-In-Kind 40 - 40
Total 329 240 569
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STATEMENT ON CORPORATE GOVERNANCE
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

APPLICATION OF PRINCIPLES AND RECOMMENDATIONS (continued)
Principle 2: Strengthen Composition (continued)

2.3 The board should establish formal and transparent remuneration policies and procedures to attract and retain directors
(continued)

(b) Directors’ remuneration by bands

The humber of Directors whose total remuneration falls within the following bands during the financial year ended 31
December 2016 is us follows:

Remuneration Band Executive Directors Non-Executive Directors
Up to RM50,000 2 6 8
RM100,001 to RM 150,000 = 1 1
RM200,001 to RM250,000 1 = 1
RM600,001 to RM650,000 1 = 1
Totdl 4 7 11

The detuils of the individual Director’s remuneration are hot disclosed in this report us the Bourd considers the ubove
disclosures huve sutisfied the uccountubility und frunspurency uspects of the Code.

Principle 3: Reinforce Independence
3.1 The board should undertake an assessment of its independent director annually

The uppointment of the independent directors is to ensure that the Bourd includes directors who cun effectively exercise
their independent und objective judyement to Bourd deliberations and to mitigate risks arising from conflict of interest or
undue influence from interested purties.

Criteria for ussessing the independence of an Independent Director include the relationship between the Independent
Director und the Group and his involvement in any significant fransaction within the Group. In the cuse of Independent
Directors, the provision of un unnuul declurution of independence is pructised.

The Nominution Committee is specidlly tusked to ussess the independence of Independent Directors upon udmission,
annudlly and when uny hew interest or directorship develops.

The Nominution Committee hus ussessed the independence of euch Director und recommended thut they continue to
uct us un Independent Non-Executive Directors of the Compuny on the following busis:

i They huve no interest or ties in the Compuny thut could udversely uffect independent und objective judyement und
pluce the interest of the Compuny ubove dll other interests; und

i.  Theyhave metthe criteriu forindependence set out in Chapter 1 of the Bursa Securities Main Market Listing; and they
continue to be uble fo exercise independent judgement und to uct in the best interest of the Compuny.

Following by this ussessment, the Bourd is of the opinion that the independent Directors continue to remain objective und
independent in expressing their respective views und in participuting in deliberations and decision-making of the Bourd
und the Bourd Committee.

The Bourd is further of the view that the length of service of the independent Directors on the Bourd do not in any way
interfere with their independent judgement und ubility to uct in the best interest of the Group. Hence, bused on the
recommendution by the Nominution Committee, the Bourd recommends that the Independent Directors continue in
their present positions.
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STATEMENT ON CORPORATE GOVERNANCE
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

APPLICATION OF PRINCIPLES AND RECOMMENDATIONS (continued)

Principle 3: Reinforce Independence (continued)

3.2

3.3

34

3.5

The tenure of an independent director should not exceed a cumulative term of nine years. Upon completion of the nine
years, an independent director may continue to serve on the board subject to the director’s re-designation as a non-
independent director

As ut the dute of this stutement, none of the Independent Directors’ fenure exceeded u cumulutive term of 9 yeurs,

Whilst the length of service is hot regurded by the Bourd o entirely demonstrate the independence of the independent
non-executive directors, the Bourd will justify and seek shareholders” approvul in the event the Bourd intends to retuin the
Indeppendent Director ufter serving u cumulutive term of 9 yeurs,

The board must justify in the notice convening the annual general meeting and submit for shareholders’ approval the
retention of all independent directors who have served the company for an aggregate of more than nine years at every
annual general meeting

Pleuse refer to the purugruph ubove.

The positions of Chairman and MD should be held by different individuals, and the Chairman must be a non-executive
member of the Board

DYAM Tunku Ismail lbni Sultan lorahim is the Chairman of the Group while Datuk Ahmad Zaki bin Zahid is the Managing
Director of the Group. The Chairman is a hoh-executive director. The Chairman and Mahaging Director are uhrelated
fpurtfies.

The Board must comprise a majority of independent directors where the Chairman of the Board is not an independent
director

The Group is led by un effective und experienced Bourd, comprising hine (9) members, mude up of five (5) Independent
Nonh-Executive Directors, one (1) Nonh-Independent Non-Executive Director, two (2) Execufive Directors und one (1)
Managing Director. We hud dlso uppointed one (1) Alternate Director.

Whilst the Chuirmun is not an independent director, the bourd is mude up by mujority independent directors.

Hence, the composition of the Bourd sutisfies the Bursa Malaysia Main Market Listing that 1/3 of the Bourd must be
Independent Directors.

Principle 4: Foster Commitment

4.1

The Board should set out expectations on time commitment for its members and protocols for accepting new directorships

All directors ure expected to devote sufficient fime to carry out their responsibilities und ure required to notify the Bourd
before uccepting uny new directorship.

Euch Bourd member is expected to uchieve ut leust 50% uttendunce of totul Bourd Meetings in uny upplicuble finunciul
yedr with uppropridte leave of ubsence be notified to the Chuirmun of the Bourd und/or Compuny Secretary, where

applicable.

The Bourd Chuarter hus specified thut any director shall notify the Chuirmun before uccepting uny new directorship und
the notificution shall include the indicution of time that will be spent on the hew uppointment.
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STATEMENT ON CORPORATE GOVERNANCE
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

APPLICATION OF PRINCIPLES AND RECOMMENDATIONS (continued)

Principle 4: Foster Commitment (continued)

4.2 The Board should ensure its members have access to appropriate continuing education programmes

The Bourd recoynises the heeds to uttend traininys in order to enhunce their skills und knowledye und keep dubreust with
the relevunt change in laws, regulations und business environment so thut they can discharge their duties effectively.

During the finunciul yeur, the Group orgunised u truining course entitled *Driving Growth When The Murkets Is Contfracting”
for ull the Directors und Senior Munagement in compliunce with paragraph 15.08 of the Bursu Malaysia Muin Market Listing.
This program highlights the relevant topics which cuter to enhance the Directors” knowledye and skills in discharging
duties effectively. All the Directors uttended the suid training.

The Group will continue to organise development und training programmes for the benefit of Directors and in addition,
the Directors individudlly aure encouraged to eyuip themselves on the new developments in the business environment by
attending other relevunt courses, trade fuirs, seminars und conferences.

Principle 5: Uphold Integrity in Financial Reporting

5.1

5.2

The Audit Committee should ensure financial statements comply with applicable financial reporting standards

The Audit und Risk Munugement Committee consists entirely of Independent Non-Executive Directors with the Chairman
is a member of the Malaysian Institute of Accountants. The Audit und Risk Management Committee ussists the Board
in reviewinyg information for disclosure purposes such das yuarterly reports and financial statements fo ensure that the
Group'’s finunciul stutements ure drawn up in uccordunce with the provisions of the Compunies Act, 1965 und upplicuble
approved uccounting stundards so us to offer u bulunced und comprehensive ussessment of the Group’s financiadl
position und prospects to the shureholders.

The Audit uand Risk Munugement Committee is deleguted with the task of ussessing whether the External Auditors
are suituble for redppointment for the following financial year, of which competence and independence dure key
considerations. These wus discussed during the Audit and Risk Management Committee meeting.

The detdil of responsibilities, composition, und terms of reference and activities of the Committee are outlined in this
Annudl Report under the Audit und Risk Munagement Committee’s Report.

A Responsibility Statement by the Directors is set out on puge 32 of this Ahhudl Report.
The Audit Committee should have policies and procedures to assess the suitability and independence of external auditors

The Audit und Risk Munugement Committee keeps under review the scope undresults of the audit und its cost effectiveness
and the independence und objectivity of the external auditors. The Audit and Risk Management Committee ensures
that the external auditors do not supply G substuntial volume of non-audit services to the compuny. The Audit und
Risk Munugement Committee dlso ensures that the external audit function is independent of the activities it audits und
reviews the contracts for the provision of hon-audit services by external uuditors und ensures that it will hot ygive rise to
instances of conflict of interests.

Through the Audit und Risk Muhagement Committee, the Board hus established o formal and transparent arrangement for
muintuining uppropriate relationships with the Group’s auditors, both external und internal. The auditors huve continued
to meet with the Audit and Risk Muhagement Committee at least 2 fimes in u yedr muainly to review the audit plan, the
results of the audit und uny other mutters thut requires the Audit and Risk Muhuygement Committee’s uttention. The Audit
and Risk Munagement Committee Report is set out on puyes 33 to 36.

The Audit and Risk Management Committee will make recommenddation to the Board in relation to uppointment of the
external auditors via completion of external auditors’ evaluation form and presentation of Bourd Paper during the Bourd
Meeting.

The externul auditors have confirmed to Audit und Risk Munhuygement Committee thut they dre, and have been

indejpendent throughout the conduct of the uudit engyugement in uccordunce with independence criteriu set out by
the Mdlaysiun Institute of Accountunts,
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STATEMENT ON CORPORATE GOVERNANCE
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

APPLICATION OF PRINCIPLES AND RECOMMENDATIONS (continued)

Principle 6: Recognise and Manage Risk

6.1

6.2

The Board should establish a sound framework to manage risks
This is addressed under puragraph 1.2 of this stutement,
The Board should establish an internal audit function which reports directly to the audit committee

The Compuny outsources the internal audit function s it is the most cost effective medns of implementing an internal
audif function. The internal auditors report directly to the Audit und Risk Munugement Committee.

Principle 7: Ensure Timely and High Quality Disclosure

7.1

7.2

The Board should ensure the company has appropriate corporate disclosure policies and procedures

All the informution disseminated is in accordunce with Bursu Maluysia disclosure rules and regulations und dll other
relevunt laws und regulutions. The Bourd hus tuken steps to ensure that no market sensitive information is disclosed to any
purty prior to making un officiul unnouncement to Bursu Securities.

The Board should encourage the company to leverage on information technology for effective dissemination of
information

The Bourd supports the use of information tfechnoloyy for the effective disseminution of information. The Group hus
estublished ifs corporate website at www.knusford.com.my which hus served us a useful reference source of information
to our shareholders, investment unalysts, business parthers und other stakeholders.

Principle 8: Strengthen Relationship between Company and Shareholders

8.1

8.2

8.3

The Board should take reasonable steps to encourage shareholders participation at general meetings

The Bourd presents the proyress und performunce of the Group to provide shareholders with the opportunity to seek
clarification on the Group’s businesses and financial performance during the AGM and EGM. The Directors, Chuirman
of the Audit und Risk Munagement Committee, and External Auditors will be avdilable to respohse fo the yuestions of
shareholders during the Annudl General Meeting.

The board should encourage poll voting

Pursuant to Paragraph 8.29A(1) of the Muin Market Listing Requirements of Bursa Malaysia Securites Berhad, dll resolutions
set out in the Notice will be put to vote by way of poll.

At the forthcoming unnuul general meeting, dll resolutions shall be decided on d poll busis.
The Board should promote effective communication and proactive engagements with shareholders

The Bourd ucknowledyes the heed for shareholders to be informed of ull muterial business mutters uffecting the Compuny
and us such udopts un open und frunspurent policy in respect of its relationship with its shareholders und investors. The
Bourd will ensure the fimely releuse of financial results on u uurterly busis to provide shareholders with un overview of
the Compuny’s performunce und operdtions in uddition to the various unnouncements mude during the yeur. The
Compuny will conduct didlogues with financial andlysts and/or the media from fime fo time us a meuns of effective
communication to endble the Bourd und Management to convey information relating o the Company’s performance,
corporute strateyy und other matters uffecting shureholders” interests.
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STATEMENT ON CORPORATE GOVERNANCE
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

APPLICATION OF PRINCIPLES AND RECOMMENDATIONS (confinued)

ADDITIONAL INFORMATION

(A) Board Meetings
The Bourd meets on u yuurterly busis with udditional meetings being convened when hecessury to deliberute and
consider matters relating to the Group’s finuncial performance, strateyy and corporute development. The Board dlso

oversees und monitors the performunce of the subsidiaries’” operutions. Munugement reports ure mude uvdiluble to the
Bourd members for review.

For the financial year ended 31 December 2016, the Bourd met five (5) times with the following recorded attendance of
the Directors who held office:

Board of
Name of Director Designation Directors
Meeting
DYAM Tunku Ismdiil lbni Sultun lbrahim Non-Independent Nonh-Executive Director 3/5
Datuk Ahmad Zaki Bin Zahid Muanuying Director 5/5
Lim Chen Herhy Executive Director 3/5
Lee Hun Kheny
(Appointed on 25 Muy 2016) Executive Director 3/3
Berhurd Hilury Lawrence Senior Independent Non-Executive Director 5/5
Avinderjit Singh A/L Harjit Singh Independent Non-Executive Director 4/5
Lim Foo Seny Independent Noh-Executive Director 5/5
Mohd Salleh Bin Othmun Independent Non-Executive Director 5/5
Lee Wdi Kuen Independent Nonh-Executive Director 5/5
Lim Jeny Kuan
(Resighed on 25 May 2016) Executive Director 2/2

Currently dll Board members comply with paragraph 15.06 of the MMLR on the restriction of five (6) directorships in listed
issuers.

(B) Appointment and Re-election of Directors

The Bourd is yuided by formul recommendutions by the Nomination Committee for uny hew uppointment fo the Bourd.
Newly uppointed Bourd members ure subject to retirement ut the Annual Generdl Meeting ("AGM”) of the Compuny
followiny their appointment. Article 82 of the Compuny’s Articles of Associution ulso provide that at leust one-third (1/3)
of the Directors shdll retire by rotation ut euch Ahnudl Generul Meeting und that dll Directors shall retire once in every
three (3) yeurs. A retiring Director shall be eligible for re-election.
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