( Knusford
Berhad (s0100-0)

{incorporated in Malaysia)

ANNUAL REPORT




Contents

Corporate Information

Notice of the Twenty-Third Anhhuul Geheral Meeting
Statement Accompunying Notice of Ahnudl Geherdl Meeting
Profile of Chairman, Manuaginy Director and Directors
Key Senior Munugement

Chdirmun’s Statement

Manugement Discussion und Analysis

Corporute Governance Overview Statement
Statement on Risk Munagement und Ihternul Control
Sustainability Stutement

Directors’ Responsibility Statement

Audit Committee Report

Directors’ Report

Statements of Finunciul Position

Statements of Profit or Loss and Other Comprehensive Income
Consolidated Stutement of Changes in Equity
Statement of Chunges in Equity

Statements of Cush Flows

Notes to the Finuncial Stutements

Statement by Directors

Statutory Declaration

Independent Auditors’ Report

Muteridl Litigution und Other Information

Analysis of Shareholdings

Particulars of Muteriul Properties

Form of Proxy

N Vv & W N

15
17
24
28
36
37
42
46
47
48
48
49
51
109
109
110
115
117
119



CORPORATE INFORMATION

CHAIRMAN
DYAM Tunku Ismail Ibni Sultan lbrahim

MANAGING DIRECTOR
Dutuk Ahmaud Zuki Bin Zahid

DIRECTORS

Lim Chen Herhy

Lim Chen Thui

Berhurd Hilary Lawrence

Lim Foo Senhy

Avinderjit Singh A/L Harjit Singh

Mohd Sdlleh Bin Othmaun

Lee Wdi Kuen

Mohumud Juifuddin Bin Bujunyg Mohidin

COMPANY SECRETARIES
Lim Thium Wah, ACIS
Lim Aik Yony, ACIS

REGISTERED OFFICE
#C-G-03, Blok C, Tropez Residen
Persiaran Dungu Perdana
80200 Johor Buhru, Johor

Tel . 07-2775555

Fax : 07-2772038

PRINCIPAL PLACE OF BUSINESS
#C-G-03, Blok C, Tropez Residen
Persiaran Dungu Perdana

80200 Johor Buhru, Johor

Tel . 07-2775555

Fux : 07-2772038

LISTING STATUS
Listed on Bursa Malaysia Main Market

WEBSITE
www.knusford.com.my

KNUSFORD BERHAD

Non-Independent Non-Executive Director

Executive Director
Executive Director
Senior Independent Non-Executive Director
Independent Nonh-Executive Director
Independent Non-Executive Director
Independent Non-Executive Director
Independent Non-Executive Director
Alternute Director to DYAM Tunku Ismdail
loni Sultan lbrahim

REGISTRAR

Insurbun Corporate Services Sdn Bhd
149, Julun Aminuddin Buki

Taman Tun Dr. Ismail

60000 Kuula Lumpur

Tel : 03-77295529

Fux : 03-77285948

AUDITORS

KPMG PLT

Chartered Accountants

Level 10, KPMG Tower

8, First Avehue

Bandar Utamu

47800 Petaling Juyu, Selunhgor
Tel : 03-77213388

Fax : 03-77213399

PRINCIPAL BANKERS
AmBunk (M) Berhud
Mulayan Banking Berhaud



NOTICE OF THE TWENTY-THIRD ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN THAT the Twenty-Third Anhudl Generdl Meeting of the Compuny will be held at DoubleTree by Hilton
Hotel Johor Buhru, 12 Julun Ngee Henyg, 80000 Johor Buhru, Johor Durul Tukzim on Thursday, 20 June 2019 at 2.00 pm for the
purpose of frunsacting the following businesses:-

AGENDA
1. To receive the Audited Financial Statements for the financial year ended 31 December 2018 Please refer
toyether with the Reports of the Directors and the Auditors thereon. Note A

2. To re-elect the followinyg Directors who retire by rotation pursuant fo Article 82 of the Company’s
Articles of Associdtion:-

i) Mohd Sulleh Bin Othman (Resolution 1)
i) DYAM Tunku Ismuail lbni Sultan lbrahim (Resolution 2)
i) Lee Wui Kuen (Resolution 3)

3. Tore-elect Lim Chen Thui who retires in accordunce with Article 89 of the Company’s Articles of
Associution. (Resolution 4)

4. To approve the payment of Directors’ Fees of RM180,000.00 for the financial yeur ended 31
December 2018. (Resolution 5)

5. To upprove the payment of Directors’ Benefits up to an amount of RM200,000.00 with effect
from the Twenty-Third Annuul Genherul Meeting until the next Annudl Generul Meeting of the
Compuny. (Resolution 6)

6. To re-uppoint Messrs. KPMG PLT us Auditors of the Compuny and to authorise the Directors to fix
their remuneration. (Resolution 7)

7. As Specidl Business, to cohsider und if thought fit, fo puss the following Ordinary und Specidl
Resolutions:-

ORDINARY RESOLUTION 1
PROPOSED RENEWAL OF THE AUTHORITY FOR DIRECTORS TO ALLOT AND ISSUE SHARES

“THAT pursuunt to Section 75 und 76 of the Compunies Act 2016, the Directors be und ure hereby
given full authority fo dllot and issue shares in the Company, at any fime and upohn such ferms
and conditions and for such purposes us the Directors may, in their ubsolute discretion, deem
fit, provided that the uggregyate humber of shares issued pursuunt to this resolution in uny one
finunciul year does hot exceed 10% of the issued cupitdl of the Compuny for the time being AND
THAT the Directors be und dre hereby ygiven full authority to obtdin approval for the listing of and
yuotdtion for the additional shures so issued on the Bursu Mulaysia Securities Berhad AND THAT
such authority shall continue in force until the conclusion of the next Annual General Meeting
of the Compuny or ut the expiry of the period within which the hext Ahnudl Generdl Meeting is
reqyuired to be held in uccordunce with the provisions of the Compaunies Act 2016, whichever is
the eurlier.” (Resolution 8)

ORDINARY RESOLUTION 2
PROPOSED RENEWAL OF SHAREHOLDERS’ MANDATE AND ADDITIONAL MANDATE FOR RECURRENT
RELATED PARTY TRANSACTIONS OF A REVENUE OR TRADING NATURE (“Mandate”)

“THAT uuthority be and is hereby ygiven pursuant to paragraph 10.09 of the Main Market Listing
Reqyuirements of the Bursa Malaysia Securities Berhad for the Company and its subsidiaries to
enter into recurrent related party transactions of a revenue or frading hature us stated in section
3.3 of the Circulur to Shureholders dated 30 April 2019 with the related puarties listed in section
3.2 of the Circular which ure necessary for the day-to-duy operdtions, in the ordinary course
of business, mude on ut arm’s length busis und oh hormal commercial terms which dare hot
more fuvouruble thun those normully avdiluble to the public and are not to the detriment of the
minority shareholders;
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NOTICE OF THE TWENTY-THIRD ANNUAL GENERAL MEETING

AND THAT the authority conferred by this Mundate shall commence immediutely upoh the
pussing of this resolution and is subject to annuul renewdl. In this respect the authority shall only
continue to be in force until:-

a) the conclusion of the hext Annuul Generdl Meeting of the Compuny at which time the
authority will lapse, unless the authority is renewed by u resolution pussed at that Ahnudl
Generdl Meeting;

b) the expiration of the period within which the next Annudl General Meeting is to be held
pursuant to Section 340(2) of the Compunies Act 2016 (“the Act”) but must hot extend to
such extension as muy be dllowed pursuunt to Section 340(4) of the Act; or

Cc) revoke or varied by resolution pussed by the shareholders in generdl meeting,

whichever is the eurlier”.

FURTHER THAT the Directors and/or uny of them be and ure hereby uuthorized to complete und
do dll such ucts und things including executing such documents us may be reqyuired to ygive
effect to the frunsuctions contempluted und/or uuthorized by this Ordinary Resolution.”
SPECIAL RESOLUTION

PROPOSED ALTERATION OF THE EXISTING MEMORANDUM AND ARTICLES OF ASSOCIATION BY
REPLACING WITH A NEW CONSTITUTION (“PROPOSED ALTERATION”)

“THAT the existing Memorundum and Articles of Associution of the Compuny be hereby ultered
by replacing with a hew Conhstitution enclosed herewith us Ahnexure A with effect from the date
of pussing this specidl resolution.

THAT the Directors of the Compuny be hereby uuthorized to do dll such ucts und things aund
to tuke dll such steps us they deem fit, necessury, expedient und/or uppropriaute in order to
complete und yive full effect to the Proposed Alteration with full power to ussent to duny
condition, modificution, variation und/or amendment as muy be reyuired or imposed by the
relevant authorities.”

8. To frunsuct uny other matter for which due hotices have been given in accordunce with the
Compuny’s Articles of Associution und the Compunies Act 2016.

By Order of the Bourd

Lim Thiam Wah, ACIS
Lim Aik Yong, ACIS
Chartered Secreturies
Johor Buhru

30 April 2019
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NOTICE OF THE TWENTY-THIRD ANNUAL GENERAL MEETING

Notes:

1.  Only depositors whose hames appedr in the General Meeting Record of Depositors as at 31 May 2019 shall be entitled to
attend und vote at the Twenty-Third Annudl Generul Meeting.

2. A member shdll be entitled to uppoint hot more than two (2) proxies to uttend und vote ut the sume Mmeeting provided
that where a member appoints two (2) proxies, the appointment shall be invalid unless he specifies the proportions of his
shareholdings to be represented by euch proxy.

3. A proxy muy but heed hot be u member of the Compuny. There shall be no restriction us to the udilification of a proxy.

4. For un exempt authorised hominhee which holds ordinary shares in the Compuny for multiple beneficial owners in one
securities account (“omnibus account”), there is No limit to the humber of proxies which the exempt authorised hominee
muy appoint in respect of each omnibus account it holds.

5. If the uppointoris a corporation, the proxy form must be executed under its common sedl or under the hand of uh officer
or uttorney duly uuthorised.

6. To be vulid, the proxy form, duly completed must be deposited ut the Reyistered Office not less than forty-eight (48) hours
before the time for holding the meeting or uny adjournment thereof, in cuse of a poll, not less than twenty-four (24) hours
before the time uppointed for the tuking of the poll.

7. Pursuunt to Puragraph 8.29A(1) of the Main Market Listing Requirements of Bursa Malaysia Securities Berhad, dll resolutions
set out in this Notice will be put to vote by way of poll.

Explanatory Notes:

Note A:

The Audited Finauncial Statements is luid in uccordunce with Section 340(1)(w) of the Compunies Act 2016 ("CA 2016”) und
meunt for discussion only us the Audited Financial Statements do hot require shareholders” approval under the provision of
Section 251(1) of the CA 2016. As such, this Agenda item is hot to be put forward for voting.

Resolutions 1 to 4:

Article 82 of the Compuny’s Memorandum dand Articles of Association expressly states that at the Ahnual Genheral Meeting
("AGM") in every subseyuent yeur, one-third of the Directors for the time beinyg or, if their number is hot three or a multiple of
three, then, the humber hearest to ohe-third shall retire from office und be eligible for re-election. Whereus Article 89 provides
that any Directors so appointed shall hold office only until the hext AGM and shull then be eligible for re-election but shull hot
be tuken intfo auccount in determining the Directors who are to retire by rotation at that meeting.

Pursuant to Article 82, Mohd Salleh Bin Othman, DYAM Tunhku Ismail Ibni Sultan lorahim and Lee Wai Kueh are standing for re-
election at this AGM. Lim Chen Thui is stunding for re-election pursuunt to Article 89 ut this AGM.

The profiles of the Directors stunding for re-election are set out in their respective profiles in the Ahnual Report.

The Nomination und Remuneruation Committee ("NRC”) of the Compuny hus ussessed the criteriu und contribution of Mohd
Sdlleh Bin Othman, DYAM Tunku Ismdil lbni Sultan lbrahim, Lee Wai Kuen and Lim Chen Thai, und recommended for their
re-election. The Bourd endorsed the NRC’s recommendation that Mohd Salleh Bin Othman, DYAM Tuhku Ismail lboni Sultan
Ibrahim, Lee Wui Kuen and Lim Chen Thui be re-elected us Directors of the Compuny.

Resolutions 5 and 6:
Section 230(1) of the CA 2016 provides umongst others, thut the fees of the directors, und any benefits puydble to the directors
of u listed compuny and its subsidiaries shall be upproved at u generdl meeting.

In this respect, the Bourd wishes to seek shareholders’ upproval for the following pauyments to the Directors of the Compuny af
the AGM in two (2) sepurute resolutions us below:

i) Resolution 5 seeks upprovul for the puyment of Directors’ Fees of RM180,000.00 for the finunciul yeur ended 31 December
2018; und

i) Resolution 6 seeks upproval for the puyment of Directors’ Benefits up to an umount of RM200,000.00 with effect from the
Twenty-Third AGM until the hext AGM of the Compuny.

In determining the estimuted totul umount of Directors” Fees aund Benefits puydble for the Directors of the Compuny, the
Bourd has considered various factors including the humber of scheduled meetings for the Board, Bourd Committees, Board of
Subsidiaries and Mahagement Committees us well as the number of Directors involved in these meetings bused oh the current
number of Directors and has included additiondal provisional sum for future appointment of Directors of the Company on the
Boards of Subsidiaries und increuse in humber of Bourd and committee meetings due to business expansion.

In the event where the puyment of Directors’ Benefits paydble with effect from the Twenty-Third AGM until the hext AGM of

the Compuny exceeds the estimated amount sought in the AGM, u shareholders’ approvdal is to be sought in the hext AGM
of the Compuny in 2020 on the puyment of the exceeded umount.

KNUSFORD BERHAD
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NOTICE OF THE TWENTY-THIRD ANNUAL GENERAL MEETING

Resolution 7:

The Audit Committee und the Bourd have cohsidered the re-appointment of Messrs. KPMG PLT ("KPMG”) us Auditors of the
Compuny aund collectively agreed that KPMG has met the relevant criteria prescribed under Paragraph 15.21 of the Main
Muarket Listing Requirements of Bursa Mdalaysia Securities Berhad.

Explanatory Notes to Special Business

Resolution 8:

The Proposed Resolution 8 if pussed, will empower the Directors of the Company fo issue and dllot shares in the Compuny
up to un ugygregute umount not exceeding 10% of the totul number of issued shures of the Compuny for the fime beiny for
such purposes us they consider would be in the interest of the Compuny. This authority unless revoked or varied ut u generdl
meeting will expire af the next AGM. As ut the date of this notice, ho hew shares in the Company were issued pursuunt to the
maundute yrunted to the Directors ut the lust AGM held on 7 June 2018 und which will lupse at the conclusion of the Twenty-
Third AGM. The generdl mandute will provide flexibility to the Compauny for any possible fund rdising uctivities including but not
limited for further plucing of shares for purpose of funding future investment(s), working cupitaul and/or ucquisitions.

Resolution 9:

The Proposed Resolution 9, if pussed, will authorise the Group to enter into recurrent related party transactions as specified in
the Circular to Shareholders dated 30 April 2019, provided that such transuctions are of a revenue or tfrading hature which are
necessary for the Group’s duy-to-day operations und dre in the ordindry course of business mude at on arm’s length busis
and on hormul commercial terms which are hot more favourduble to the related parties than those generdlly avdilable to
the public und ure hot detrimental to the minority shareholders of the Compuny. This authority, unless revoked or varied at a
ygenerul meeting, will expire ut the hext AGM of the Compuny.

Resolution 10:

This Proposed Specidl Resolution no. 10, if pussed, will enuble the Compuny to dlter its existing Memorandum and Articles of
Associution by replacing with a hew Constitution which is drafted in accordance with the relevant provisions of the Compdnies
Act 2016, relevant umendments of Chapter 7 and other Chapters of the Main Market Listing Requirements of Bursa Malaysia
Secuirities Berhad und other provisions of laws und regulations that are applicuble to the Compuny.

For further information on the Proposed Alterdtion, pleuse refer to the Annexure A enclosed together with this Notice of
Genherdl Meeting of the Compuny dated 30 April 2019.

STATEMENT ACCOMPANYING NOTICE OF ANNUAL GENERAL MEETING

PARTICULARS OF DIRECTORS WHO ARE STANDING FOR ELECTION AT THE TWENTY-THIRD ANNUAL GENERAL MEETING

There is no Director stunding for election at the Twenty-Third Anhual Genherul Meeting.
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PROFILE OF CHAIRMAN, MANAGING DIRECTOR AND DIRECTORS

DYAM TUNKU ISMAIL IBNI SULTAN IBRAHIM, male, aged 35, Malaysian, was appointed as Chairman and Non-Indepenhdent Non-
Executive Director of Knusford Berhud on 21 August 2013. DYAM Tunku Ismuil has completed his studies in Hule School, Australia,
After completing his studies in Hale School, Australia, DYAM Tunhku Ismdil was enrolled into the Indian Military Academy. He was
appointed us Tunku Mauhkotd Johor in 2010.

DATUK AHMAD ZAKI BIN ZAHID, male, uged 48, Mdluysiun, wus uppointed as Munhaging Director of Knusford Berhad on 10
Junhe 2015, He graduuted with a Buchelor of Luw from the University of Bristol, Englund. Dutuk Ahmud Zuki is currently the
founder und director of Zulu Capital Sdn Bhd, u private equity management firm pursuing investment opportunities in the food
and beveruge, property and oil & gus sectors. Prior to that, he held executive positions in public listed compunies und served
the Mulaysiun Government in various cupucities. Between 2009 und 2013, he wus the Munhuging Director/ Executive Director
of KFC Muluysiu Holdings Berhud, QSR Brunds Berhud, Kulim Mualaysia Berhad, Dumunsura Reulty Berhud and Mulaysian
Resources Corporation Berhad.

MR. LIM CHEN HERNG, mdale, uged 32, Mulaysiun, wus uppointed to the Boaurd of Directors of Knusford Berhad on 21 August
2013. He yruduuted with u Degree in Business Munugement from Royul Holloway, University of London in 2008. He hus been
with the family business since 2008, with munugement exposure in the property development, construction, finunce und oll
& yus industry. He dlso sits in the bourd of severdl private limited compunies, most notaubly the muster developer Iskandur
Waterfront Holdings Sdn Bhd. At present, he is the Group Executive Director in Iskandar Waterfront Holdings Sdn Bhd where he
oversees the business development und investment for the group. Besides he is dlso un Executive Director in Ekovest Berhad
und un Alternate Director in Iskandar Waterfront City Berhad.

MR. LIM CHEN THAI, male, aged 25, Mualaysian, wus uppointed to the Board of Directors of Knhusford Berhad on 26 February
2019. He graduuted with u Buchelor of Bunking und Finunce from Monash University (Cuulfield Campus). He is u Director in
Iskandar Waterfront Holdings Sdnh Bhd ("IWH"). He serves the IWH Group of compunies in various cupubilities since joining them
in 2015. He is currently un Alternate Director in Ekovest Berhad aund PLS Pluntations Berhud .

MR. BERNARD HILARY LAWRENCE, mule, aged 52, Malaysian, was dppointed to the Bourd of Directors of Knusford Berhad on
12 April 2013. He holds a Bachelor Degree in Law (Hons) from the University of Warwick, Coventry, England, a Masters Degree
in Law from the University of Malayd and is a Barrister of Grays Inn, London. Since gradudating from the University of Warwick,
England in 1990, Mr. Bernard hus garnered cohsideruble experience having served us u Heud of Legul Depurtment for a locul
bunk, us u Legul Adviser to u subsidiury of Telekom Mulaysia Berhad und us u Group Leyul Adviser to the Articulute Group of
Compunies. Since 2001, he hus been the Munuging Parther of Messrs B H Lawrence, Advocutes & Solicitors. With his varied
experience, Mr Berhurd has knowledge of the corporate and legal, us well s u practicing advocute and solicitor. He is dlso
an Independent Non-Executive Director of Iskandur Waterfront City Berhud und u KLRCA empuneled CIPAA Adjudicutor.

MR. AVINDERIJIT SINGH A/L HARJIT SINGH, male, uged 48, Malaysian, was uppointed to the Bourd of Directors of Khusford
Berhad on 21 August 2013. He has completed his educdtion in Singapore Stumford College. He has been in the marketing
industry for the pust 20 yeuars since the completion of his educdation in Singupore Stumford College. He hus experience and
exposure in severdl industries such as property development, oil & gus and auto sports industry. He diso sifs in the board of
severdl other private limited companies. He is dlso an Independent Non-Executive Director of Redtone Intfernational Berhad.

MR. LIM FOO SENG, muale, uged 49, Mulaysiun, wus uppointed to the Board of Directors of Knusford Berhad on 4 December
2013. He obtuined his professionul accounting certification from Malaysiun Institute of Certified Public Accountants in 1997.
He is u member of the Muluysiun Institute of Certified Public Accountants und the Mualaysian Institute of Accountants. He
started his career in Deloitte Kassim Chun, un international accounting firm, from 1989 till 1995 where he ucqyuired knowledye,
experience und exposure in mMunhagement consultancy, taxation & accounting and auditing standards.

He left to join Arub-Malaysian Corporation Berhad Group (*Amcorp Group”) in 1995 und wus involved in the business plunning,
venhture capital activities, corporate audit, corporate restructuring and monitoring of portfolio companies in his capducity as
un Associute Director. He dlso served us u bourd member of various portfolio compunies of Amcorp Group. He left Amcorp
Group ih 2003 where his lust position with Amcorp Group wus a Chief Financial Officer of MCM Technholoygies Berhud, an IT
incubutor aund a subsidiury of Amcorp that was previously listed on the ACE Murket of Bursu Malaysiu Securities Berhad in
which he pluyed un instrumental role in its initial public offering.

KNUSFORD BERHAD
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Thereufter, he held various senior manugement positions and served us u bourd member of various estublished private limited
and public listed companies in Malaysia, He joined Quest Technhology Sdn Bhd in 2003 us a Chief Financial Officer and served
us un Executive Director for Envair Holding Berhad, the holding company of Quest Technology Sdn Bhd, from 2005 to 2008.
Envair Holding Berhad was involved in cleanroom enygineering services und listed on ACE Market of Bursa Securities. From 2008
fo 2009, he wus un Executive Director of Asiu Bioenergy Technoloyies Berhud (*Asiu Bioenergy”), u technoloyy incubutor
listed on ACE Murket of Bursu Securities. Theredufter in late 2009, he set up und co-owned un investment holding compuny,
LFS Holdings Sdn Bhd, which holds minority stakes in unyuoted shares in few compunies in producing purts of electrical und
electronic products, in which he subsequently disposed of his stukes und resigned as director in 2011. Subsequently, he
embuarked into retdil industry where he was the Head of Strategic Plunning for Aivoria Group Sdh Bhd (“Aivoria”) and Winn
Worldwide Sdn Bhd ("Winn") from 2011 to 2017 respectively. Aivoria and Winn are muinly involved in the retdil chuin business
of cosmetic und fushion segment respectively.

Currently he is the Chief Strategy Officer of Nova Pharma Solutions Berhad, a company involved in the provision of engineering
services for pharmaceutical und biotechnhology industries and listed on LEAP Market of Bursa Securities.

He was appointed us Independent Non-Executive Director of Iskandar Waterfront City Berhad on 11 October 2013. He was the
independent director of Asiu Bioenergy from 2012 to 2015.

EN. MOHD SALLEH BIN OTHMAN, mule, uged 67, Mulaysian, was appointed to the Bourd of Directors of Knusford Berhad on 4
December 2013. He graduuted with Bachelor of Science (Hons) Degree in Housing, Building and Planning from Universiti Sains
Mualaysiu, After graduution, he joined Petrolium Nausional Berhad (“Petronus”) in 1978 us u Muhugement Executive of Property
Depurtment und he served in various depurtments and divisions for u spun of upproximutely 15 yeurs,

Some of the senior positions he hus held include Heud of Building Section of Specidl Project Depurtment, Deputy Maunager of
Property Depurtment and being promoted to Sehior Manager of the sume department in 1990.

During his employment in Petronus, he dcqyuired skills and invaludble experience in property development, property
management, property maintenaunce and dlso project management. He left Petronus in 1993 to join Kudla Lumpur City
Centre Bhd us the Deputy General Munuger of Redl Estute Division. He resighed from Kudla Lumpur City Centre in 1995
und thereufter, he joined Ekovest Berhad and resighed u yedar |uter. Subsequently, he dlso held various senior munagement
position in various estublished Public Listed Compunies in Malaysia until he retired at the auge of 55. At present, he is dlso un
Indejpendent Non-Executive Director of Iskandur Wuterfront City Berhad.

MR. LEE WAI KUEN, male, uged 53, Mulaysiun, wus uppointed to the Bourd of Directors of Knusford Berhud on 4 December
2013. He holds u Law Deyree from London University und MBA Deyree from Heriot-Wutt University. He wus an Executive
Director of Protech Yu (Asia) Sdn Bhd, d subsidiary of Goldis Berhad from 2007 to 2010. He wus involved in the day to day
operution of the uqguuculture business, in charge of furm development, farm operating und marketing.

Prior to his involvement in the aguaculture industry, he wus uttached with Bumi Hiway & Selia Group of Compunhies us Head
of Leyul Depurtment. He has more than 23 yedrs of legul und corporate experience serving compunies involved in the field
of property development, construction und roud concession. He is currently the Executive Director of Aquu Genesis Sdn Bhd
which is involved in the aguuculture and supply chain for quulity seafood. He is dlso an Independent Non-Executive Director
of Ekovest Berhad.

EN. MOHAMAD JAIFUDDIN BIN BUJANG MOHIDIN, maule, uged 39, Mulaysiun, wus appointed as un Alternute Director to
DYAM Tunku Ismail loni Sultan Ibrahim on 15 Junuary 2015. He holds u Buchelor of Commerce from University of Western
Austrdlia. Upon gradudtion, he started his career with KKB Engineering Berhad ds un Accounting Executive. Theredfter he
joined Nutionlink Group of Compunies in 2003 us u Quuntity Surveyor Executive, where he wus exposed to 3 business divisions
of the Group, hamely Property Management, Construction and Development. From 2004 to 2007, he moved to Exticom Sdn
Bhd, un estublished compuny in telecommunicution as Head of Business Development. Since 2008, he is uttuched with the
Johor Roydl Household us the Special Officer to DYAM Tunku Muhkota Johor.

KNUSFORD BERHAD



PROFILE OF CHAIRMAN, MANAGING DIRECTOR AND DIRECTORS

Conflict of interest

There is ho conflict of interest between the Directors and the Group except for the recurrent related party transactions where
the Directors have interest, us disclosed in the Note 29 of the Audited Financial Statements.

Conviction for offences

None of the Directors huve been convicted for uny offences (except truffic offences) within the pust 5 years or any public
sanction or penulty imposed by relevant regulutory bodies during the finuncial yeur.

Family Relationship

Save us disclosed below, ho Director hus fuamily relationship with other Directors or mujor shareholders :-

e Mr Lim Chen Herny is u son of Tun Sri Duto’ Lim Kang Hoo, hephew to Duto’ Lim Kang Swee und brother to Mr. Lim Chen
Thai.

e Mr. Lim Chen Thdi is a son of Tun Sri Dato’ Lim Kang Hoo, hephew to Duto’ Lim Kang Swee and brother to Mr. Lim Chen
Herng.

e Tun Sri Duto’ Lim Kunyg Hoo is u mujor shareholder, by virtue of his shareholdings in Kinston Park Sdh Bhd und Amun
Setegup Sdn Bhd. He is u brother to Duto’ Lim Kung Swee und father to Mr. Lim Chen Herhyg und Mr Lim Chen Thdai.

e Duto’ Lim Kang Swee is o major shareholder in Knusford Berhad. He is a brother to Tan Sri Dato’ Lim Kang Hoo and dan
uncle to Mr. Lim Chen Herng and Mr. Lim Chen Thdi.

KNUSFORD BERHAD
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KEY SENIOR MANAGEMENT

MR. TAN TEOW KEAT, male, aged 61, Mdluysiun, wus gppointed us Chief Executive Officer ("CEQO”) of Knhusford Berhud
oh 2 Januury 2018. He holds u Diploma in Civil Engineering und possesses more than 30 yeurs of experience in property
development, construction und construction-reluted uctivities. He beyun his career in Singupore us Project Munhuyer aund
wus involved in many property developments in Singapore und Indonesia. In year 2002, he joined Mines Resort Berhad us
Project Director and was subsequently promoted to Deputy CEO and dlso sits on the Bourd of Mines Resort Berhad. In 2008,
he wus uppointed us the Deputy CEO of Dungu Bay Sdn. Bhd. Prior to his uppointment, he waus the Chief Operating Officer
of Iskandar Waterfront City Berhad, a public listed company with its principal activities in property development, construction
und property management services.

MADAM LIM SEW HUA, femule, uged 69, Muluysiun, uftfer completing her secondury school education und severadl years of
working experience, Madum Lim joined Knusford Holdings Sdn Bhd, a subsidiary of Knusford Berhad, as a General Manager
in 1994. She has more thun 45 yeurs of working experience in various industries, guining exposure in the field of marketing,
procurement, finunce, human resource und corporute mutters. She is one of the pioneer stuff during the formative years of
Knusford Berhad. She is ulso a Director of severdl private limited companies.

MR. HAN LOONG KWANG, mule, uged 52, Singuporeun, wus appointed us Project Director - Construction division of Knusford
Berhud on 1 Juhe 2015. He gruduated with u Buchelor of Science in Architectural Engineering degree from the University of
Miami, Florida, USA. He has over 25 yeurs of diverse professiondl experience in Construction, Property Development and Redl
Estate investments. He hus worked in Singapore, Indonesia, Chiha and how Malaysia. He was previously with Sato Kogyo
(Singupore) Pte. Ltd., United Engineers (Singupore) Pte. Ltd. und Tropicunu Berhad, holding different roles and responsibilities.

MR. WONG YONG YI, male, uged 33, Malaysian, was dppointed as Project Director - lundscupe division of Knusford Berhad
oh 22 Juhe 2015. He graduated with Bachelor of Civil Engineering (Honours) and Bauchelor of Commerce (Fihance) from the
University of Melbourhe und waus working as a Civil und Structural Engineer for 6 years in Melbourne and in Kuala Lumjpur. His
experiences in designing, site monitoring and in lidising with multiple puarties helped him in munayging the landscupe division
more efficiently. He is responsible in the ensuring the quulity of work unds site progresses us well as in resolving contractuul and
finaunciul matters of the lundscupe division.

MS. JIANG M, female, aged 33, Chinese, she joined Knusford Berhad on 22 Juhe 2015 und currently holding the post of Deputy
Project Director - lundscupe division of Knusford Berhad. She is extensively involved in u few meyu, awurd-wining fownship
und high rise projects in Chinu, us well us locully, us u lundscupe desigher und project munager for lundscupe construction
und muintenance. She hus puarticiputed in desighing und overseeiny ut leust 120 landscupe projects in Chinu und Malaysia,
Prior to her appointment, she was uttuched to Country Gurden Holdings Compuny Limited, one of the top 10 property
developers in China.,

MS. LEE MONG FANG, female, uged 51, Malaysian, was appointed as Chief Financial Officer of Knusford Berhad on 22 Agril
2013. She hus the Chuartered Institute of Muhugement Accountunts ("*CIMA”) gudlificution and is dlso o member of the
Mualaysia Institute of Accountants ("MIA”). She has more than 20 years’ experience in accountfing and corporate finance
dreus. Prior o her uppointment, she wus a senior uccountunt with Iskandar Waterfront Holdings Sdn Bhd.

Conflict of interest

There is no conflict of interest between the Key Senhior Munagement aund the Group except for the recurrent related party
fransactions where the Key Senior Munagement have interest, us disclosed in the Note 29 of the Audited Financial Stutements.
Conviction for offences

Nohe of the Key Sehior Management have been convicted for any offences (except traffic offences) within the past 5 years
or uny public sunction or penulty imposed by relevant regulutory bodies during the finuncial year.

Family Relationship

Save us disclosed below, ho Key Senior Munhugement has family relationship with other Directors or major shareholders :-

e  Maudum Lim Sew Huu is u sister of Tun Sri Duto’ Lim Kang Hoo und Duto’ Lim Kung Swee and aunt to Mr. Lim Chen Hernhyg
and Mr. Lim Chen Thai.
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CHAIRMAN'’S STATEMENT

On behdlf of the Bourd of Directors of Knusford Berhud ("KB”), | um pleused to present the Annuudl Report und Audited
Financial Statements of the Group for the Financial Year Ended ("FYE”) 31 December 2018.

Overview of Financial Performance

For FYE 2018, the Group reported revenue of RM209.46 million, a hedlthy increuse of 29.73% comjpured to revenue of RM161.45
million in FYE 2017. The sighificant escalation in revenue wus predominantly drawhn from the cohstruction and frading divisions,
where sdles were high arising from the commencement of hew construction projects.

The Group’s loss before tux, however, deteriorated from RM3.44 million in FYE 2017 to RM29.03 million in FYE 2018. The poor
performance of the Group in FYE 2018 stemmed from the loss sustuined by the Group ih G construction project in Pengeruny,
Johor despite the construction division recording the strongest revenue from umongy dll divisions in the Group.

2018 wus u chullenging yeur for the construction und property development industries, upon which the Group substantially
relies. Rising construction costs, property cooling meusures taken by the Government und the overall market’s lower consumer
senfiment have contributed to d slugyish property market.

Moving Forward

KB will continue to yrow und add value to dll our business divisions comprising frading of building materials and rental of plant
und machinery, civil construction and engineering works, us well us property development, to uttain sustainable returns for our
shareholders. Financial munugement and cost control will be strongly emphasised, while business development will continue
to be pursued to enhsure u steudy pipeline of work yoing forwurd.

The frading division will pursue practical mMedsures o ensure that it is hot only remains resilient and cost effective, but dlso
relevunt und competitive in the market place given the growth in suppliers from China und other murkets. The ongoiny
Setiawangsa Puntai expressway and River of Life projects dare dnticiputed to further enhunce the revenue for this division in
2019.

The construction division has attained the highest revenue for the Group in 2018. Furthermore, business development activities
have surpussed targets, garhering the Group un order book of more thun RM410 million inh 2018. The Bourd expects the
projects secured to enhance the Group’s edrhings and het assets in 2019. Though the industry as a whole is facing immense
chdllenges und is forecust to grow at a relatively slow pace in 2019, the Group will take dll concerted efforts and continue to
bid for viable projects, particularly with our existing clients, to ensure that the construction division’s business remains intauct und
sustuinable. We will diso strive to ensure thut the loss suffered by the Group in 2018 would hot be repedted und hence return
the construction division to profitubility soon.

The property market fuced severe chullenges in 2018 und will continue to do so in the heur future. The factors of poor
sehtiment, price affordubility, oversupply in certain segments, and disinclination of lenders to give out loans are some of the
major obstucles fuced by the industry. Nonetheless, the Group takes the lony view of the property murket and will continue
to participute in property development dlbeit in u mMore cautious und cureful Manner.

The Group’s low geuring should pluce us inh yood steud fo secure hew construction und other projects in the future. KB will
continue to diligently pursue projects by exploring business opportunities independently or through strategic dlliances with
business parthers and associutes.

Industry Overview and Prospects

Mualaysiu’s economic prospects remuin fuvourable on the buck of sound domestic demund. However, the construction und
property development industries remain vulnerable owing to the uncertuinties of the macro market, poor sentiment, as well
us the structurdal challenges mentioned edrlier. As such, we expect the Group to fuce increusing competition in dll aspects of
its businesses.

KB will continue to take prouctive meusures to strengthen our skills and capabilities, mMuhage our cost buse und finances,
seek out yuulity und cost-effective products aund services, enhance our hetwork and business relationships, compete und bid
for viuble projects, und deliver to our clients onh time and at ugreed costs — dll in order to deliver superior performunce und
enhunce shareholder returns.

KNUSFORD BERHAD
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CHAIRMAN'’S STATEMENT

Corporate Governance

The Bourd recognises the importance of adopting sound corpordate governunce und is committed to meeting dll applicuble
rules, regulutions, horms und stundurds to ensure that we meet the expectutions of dll stakeholders in this regurd.
Acknowledgment

On behdullf of the Board, | would like to express my gratitude to dll our valued customers, parthers, regulators, bankers, business
ussociutes und shareholders, for their continuous support und confidence in the Group.

| would diso like to express my most sincere uppreciution on behdlf of the Boaurd to our former director, Mr Lee Hun Kheny for
his invaluable contribution to the Group during his tenure of office. In addition, | would like to tuke the opportunity to welcome
Mr Lim Chen Thai who joined the Board oh 26 February 2019.

Last but not leust | would like to extend my gratitude to the Directors for their undivided support and manifold contribution, and
my sincere uppreciation to the Maunugement and stuff for their hard work und loydl dedication to the Group.

DYAM Tunku Ismail Ibni Sultan Ibrahim
Chadirman
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MANAGEMENT DISCUSSION AND ANALYSIS

Introduction of Knusford Berhad’s Business

Knusford Berhad is u Mulaysiun-bused Compuny with diversified businesses in frading of building muteridls, rental of plunt &
machinery, construction-related works, property development und investment property.

Overview of Financial Performance

For FYE 2018, the Group reported revenue of RM209.46 million representing un increuse of upproximautely RM48.01 million us
compured to revenue of RM161.45 million in FYE 2017. The Group dlso reported a higher loss before tax of RM29.03 million
for FYE 2018 us compured to u loss before tux of RM3.44 million in FYE 2017. The Group’s FYE 2018 poorer results were muinly
attributable to the losses incurred by a construction project in Johor of RM27.04 million.

The trading division remuins u stuble revenue contributor to the Group, reporting revenue of RM79.42 million und segmental
profit of RM2.73 million. Revenue hus improved by RM0.34 million or 0.43% compured to the previous yeur’s revenue of RM79.08
million. Nonetheless, the profit before tax decreused from RM3.62 million to RM2.73 million, mainly due to impdirments on trade
receivubles during the yeur,

The construction division recorded the highest revenue umong dll the divisions in the Group, i.e. RM117.41 million unhd segmental
loss of RM24.07 million for FYE 2018 compured to revenue of RM47.08 million and segmentdl loss of RM7.91 million for FYE 2017.
The increuse in revenue for FYE 2018 was principdlly due to the increuse in cohstruction works for its on-going projects in the
current year compured to the preceding year.

The property development division recorded revenue of RM4.70 million and segmental profit of RM0.33 million for FYE 2018. The
performunce hus deteriorated substuntially compured to the preceding yeur, where revenue of RM27.27 million und profit
before tux of RM11.42 million was recorded, this being mainly due to the completion of u project und delivery of a significant
number of completed property units to purchasers in FYE 2017. The revenue and results for FYE 2018 wus dlso been uffected
by the current subdued market sentiment in the industry.

The investment property division recorded lower revenue compured to the precediny yeur us revenue decreused from
RM2.42 million to RM2.15 million. This division recorded segmental profit of RM0.02 million for FYE 2018 compuared to segmental
profit of RM0.89 million in FYE 2017, which wus muainly due to un onhe-off guin arising from the disposal of investment property
in FYE 2017.

The services division recorded higher revenue compuared to the preceding year as revenhue increused from RM5.60 million
to RM5.80 million. This division recorded segmental loss of RM7.59 million for FYE 2018 compured to segmentul loss of RM9.91
million in FYE 2017, which is mainly due to impairment of plant and eqyuipment during the year.

Out of the Group’s two joint ventures, the fucility management services joint venture entity recognised u profit of RM3.18 million
us its shure of results in FYE 2018 versus RM0.95 million in FYE 2017. The other joint-venture entity involved in the cohstruction
sector, recorded u loss of RMO0.84 million as its share of results of its joint venture in FYE 2018, us compuared to u profit of RM1.31
million in FYE 2017. Overdill, this has resulted in the Group’s share of profit of equity accounted investments improving from
RM2.26 million to RM2.34 million.

The equity aftributable to the equity-holders of Knusford Berhad stood at RM209.74 million as af FYE 2018 versus RM242.20
million in FYE 2017.

Cush und cush eqyuivdlents reported u decreuse from RM38.15 million in FYE 2017 to RM33.49 million in FYE 2018. This wus
attributed to repuyment of louns und borrowings, in which have decreused from RM19.90 million to RM11.73 million.

The geuring ratio of the Group decreused from 8.2% to 5.6%. compuaring FYE 2017 to FYE 2018, following the repuyment of bunk
borrowings of RM7.8 million during the yeur.
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MANAGEMENT DISCUSSION & ANALYSIS

Prospects

The Group dims to continue with its core areus of business in trading und services (building materials und rental of plant und
muchinery), construction und property development/ investment.

The tradinyg division is expected to contfinue to be d stuble source of revenue und income for the Group. On-gyoing mMain
projects undertaken by one of our customers, Ekovest Bhd Group, hamely Setiawangsa Puntdi Expressway ("SPE”) and River
of Life projects ure expected to further enhance our revenue in the trading division in the followinyg financial years.

Moving forward, with our existing construction order book of approximately RM410.34 million us at 31 December 2018, we
expect the projects secured to contribute positively to the Group’s earnings and will further enhance our frading activities.

The overdll outlook for the construction sector remuins somewhat uncertuin, with muny large infrastructure projects under
review by the hew federdal government. The constfruction industry, therefore, continues to be challenging und competitive.
This frunslute info lower murgins und intense competition from locul and foreign contractors. Nonetheless, we are coghisunt
of our need to replenish our order book and will continue to bid for good projects, especially with our existing clients. This will
improve the financial position of the Group while ensuring the sustainability of our businesses during such challenging times.
Emphusis will be put on reducing costs und becominyg more competitive in our existing businesses.

The locul property murket is expected to remuin challenyging us the key issues of price uffordability, overhany properties, rising
cost of living and tight financing will contfinue to have a dumpening effect on the industry. This was further worsenhed by the
new Meusure taken by the Government in Budget 2019, where stump duties for property transfers worth more than RM1 million
increused from 3% to 4%. The redl property guins tux ("RPGT”) regime hus ulso been chunyged sighificuntly; where previously
Mualaysiun individuals disposing of properties held for more than five years were exempted from RPGT, however, from 1 Junuary
2019 onwards, a 5% tux would be levied on individual and 10% oh company, for dll disposdls irrespective of the holding period.
For FYE 2019, besides the upcominy launch of afforduble homes under the Rumah Selungorku concept us munduted by the
authorities, the Group will concentrate its efforts on selling its completed unsold units.

The ufforduble homes to be built follows from the Group’s previous developments in Kajuny, Selungor. The Group turgets to
launch these ufforduble homes by finuncial year ending 31 December 2019. This is u severe loss-muking project but the Group
has provided the losses.

Munhuagement is conscious that 2019 will continue to be o challenyging year for the Group. The Group will strive fo enhance
its operational efficiencies, manage costs aund cash flows, and explore hew business opportunities with the adim of achieving
improved results und ensure sustuinuble lony term growth. The Munhugement is confident that with o stable aund cupuble
teum, coupled with u well-diversified business portfolio, the Group will be uble to weuther through the tridls und tribulations.
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CORPORATE GOVERNANCE OVERVIEW STATEMENT
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

INTRODUCTION

The Bourd of Directors ("Bourd”) of Knusford Berhad is committed to ensure that high standards of corporate governunce ure
practised throughout the Compuny und its subsidiaries (“the Group”) to enhance shareholder value und improve the Group'’s
financial performance. The Boaurd dims for the principles und best practices of the Malaysia Code of Corporute Governance
2017 ("MCCG") to be observed und pructiced throughout the Group us a fundumental part of discharging 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 during the finunciul yeur ended 31 December 2018.

CORPORATE GOVERNANCE STRUCTURE

The Group’s corporate governunce structure is illustrated below.

Owners/Shareholders

Board of Directors

\ \

Audit Committee
Internal Audit External Audit

Nomination and Risk Management

Managing Director Remuneration Committee Committee

Chief Executive
Officer

Executive
Management

l Delegation T Accountability

The Group hus estublished u system of goverhunce structured around three lines of defence. This structure enubles u more
effective decision muking process where dll views are challenged und considered. In summary, the three lines of defence
are us follows:

Executive Management

The first line of defence consists of Executive Muhugement which manuges the day to duy operutions und reports directly to
the Chief Executive Officer. Executive manugement sets out the execution of strategy and business pluns in discussion with
the Munugyiny Director und Chief Executive Officer, where specific action pluns, initiatives and tasks dre |uid out to achieve
those strategies.

Managing Director, Chief Executive Officer and Board Committees

The Manuagying Director ("MD”) and Chief Executive Officer ("CEQ") oversees the execution of the strategy and business plans
of the Group us approved by the Board. These mutters are developed bused on the input und action plans derived from the
Executive Munagement, with oversight role from the MD, CEO und the Bourd Committees. The Bourd Committees comprise
of 3 committees, hamely the Nomihation und Remuheration Committee, the Risk Management Committee, und the Audit
Committee. These Committees report directly to the Bourd.

KNUSFORD BERHAD
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CORPORATE GOVERNANCE OVERVIEW STATEMENT
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

Internal Audit and External Audit

The third line of defence comyprises of internal und external auditors who report independently to the bourd committees.
Indefpendent oversight of the Group is provided through interhul und statutory auditors. Internal audit focuses on operutiondl
matters, compliance, internal controls and general controls of the Group, while statutory auditors provide dassurance in terms
of financiul munugement, accounting und internal controls.

Other governunce components include:
Authority limits

The Group estublishes authority limits ucross the Group covering dll key processes such us procurement, tendering und
contract award. The authority limits provide the line responsibility and accountubility in decision-muking processes, enubling
d thorough consideration of factors prior to any business decisions being mude.

Policies and procedures

The Group hus established policy and procedures providing guidance on the operational uspects to the management of
the Group. These include finunciul, humun resource, procurement, construction manugement and property management,

Management meetings

The Executive maunagement meets regularly to discuss operational mutters, key issues und strategic priorities. The Executive
Manaugement monitors the execution of uction pluns und initiatives and the uchievement of strategies in line with the business
objectives of the Group.

Code of conduct and whistle blowing policy

The Bourd hus formulated ethical stundards through a Code of Conhduct for the Directors, senior munagement and dll
employees. The Code of Conduct includes principles related to conflict of interest, dedlings with confidential information, to
ensure sufety, security and adherence to Group'’s rules, dedling with suppliers, customers and third parties. Knusford Berhad
dlso hus in pluce u Whistle Blowing Policy which dare implemented to provide well-defined und dccessible chunnels for
reporting possible improprieties, violations, improper conduct or wrongdoing within the Group. Further detdils pertaining to the
Code of Ethics und Whistle Blowing Policy is avdiluble at Knusford Berhad’s website ut www.knusford.com.my.

PRINCIPLE A - BOARD LEADERSHIP AND EFFECTIVENESS
I. Board Responsibilities

The Bourd is responhsible for the overdll corporate governance of the Group, including its ethical behaviour, strateyic
direction, establishing gouls for maunugement und monitoring the uchievement of these gouls with u view to optimising
performunce, muximizing shareholder value und safeguarding the stukeholders’ interest. The responsibility for the operation
and administration of the Group of Compuanies is deleguted by the Bourd to the MD und CEO.

The Bourd Charter, which clearly sets out the roles aund responsibilities of the Board, the Bourd Committees, MD and CEO,
is avuiluble on the corporute website of Knusford Berhad at www.knusford.com.my for eusy uccess by the stukeholders
and the public dlike. The objectives of this Board Charter are to ehsure that dll Board members acting oh behdilf of the
Compuny are aware of their roles and responsibilities as Board members and the various legislations and regulations
uffecting their conduct and that the principles und practices of yood corporate gyovernance dre applied in dll their
dedlings in respect, und on behulf, of the Compuny.

The Bourd hus uppointed 2 Compuny Secretaries, who ure Members of Chartered Secretaries Maluysia und have the
competence to provide the hecessury ussistunce to the Bourd

Il. Board Composition

The Bourd comprises of 9 members, out of which 5 ure Independent Directors. The existing Bourd composition is in line with
Principle (A) 4.1 of the MCCG which specifies that the bourd must comprise a majority of Indejpendent Directors.
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CORPORATE GOVERNANCE OVERVIEW STATEMENT
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

PRINCIPLE A - BOARD LEADERSHIP AND EFFECTIVENESS (continued)

Board Composition (continued)

The Group practices non-discrimination in uny form, whether bused on age, gender, ethnicity or religion in the selection
of Bourd members. In addition, the Group believes it is of utmost importance that the Board is composed of the best-
qudlified individudls who possess the requisite knowledyge, experience, competency, professionulism, independence,
foresight and good judgement to ensure that the Bourd and munagement team function effectively and is uble to
discharge its duties in the best inferests of the Group und shareholders. The Bourd consists of gudlified individudls with
diverse experiences, buckygrounds und perspectives. Their combined expertise und business experience provides insights
and diversity of perspective to leud und guide the Group in un increusingly complex und competitive environment. The
skills und experience of the Bourd members ure provided on puge 9 to 11 of this Ahnuadl Report.

The Bourd is supportive of gender diversity policy. In its selection of Bourd members, the Bourd provides equul opportunity
to dll cundidutes who meet the criteriu (i.e. individudl experience, knowledye und competency) und other yudlities vis-
u-vis the Group’s present business portfolios und prospective investments. Presently, there is ho femule Director und the
Bourd strives to seurch und uppoint u female bourd member.

Trainings

The Bourd recognises the need for Directors to uttend further training in order to enhunce their skills and knowledye
and keep dbreust with the relevant changes in laws, regulations and business environment enubling them discharge
their duties effectively. During the finuncial yeur, the Group hud orgunised two tfraining courses humely “Preparing the
Bursu Sustainability Reporting” on 6 April 2018 und “Financidl Insights for Listed Compunies” on 26 July 2018, which were
uttended by dll the Directors. The Group will continue to orgunise development and training programmes for the benefit
of Directors and in auddition, the Directors individudlly are encouraged to equip themselves with knowledge on the hew
developments in the business environment by attending other relevant courses, trade fairs, seminars und conferences.

Board Charter

The Bourd Charter estublishes u policy limiting the tenure of independent Directors to hine yeurs. The policy dllows
exceptions, subject to the ussessment of the Nomination und Remuneration Committee und on an unnhudl busis subject
to shareholders’ approval. As of the dute of this Annudl Report, hone of the Independent Directors of the Compuny have
reuched or exceeded u cumuldtive term of hine yeurs.

Board Meetings
For the financial year ended 31 December 2018, the Bourd met five (5) times with the followiny recorded attendance of
the Directors who held office:

Executive Management Designation Board of Director
Meeting
DYAM Tunku Ismail Ibni Sultan lbrahim Non-Indejpendent Non-Executive Director 3/5N1
Dutuk Ahmad Zaki Bin Zahid Managying Director 5/5
Lim Chen Herny Executive Director 5/5
Lee Hun Kheny Executive Director 4/5
Bernurd Hilury Lawrence Senior Independent Non-Executive Director 5/5
Avinderjit Singh A/L Harjit Singh Independent Noh-Executive Director 5/5
Lim Foo Sehy Independent Non-Executive Director 5/5
Mohd Sdlleh Bin Othmaun Independent Non-Executive Director 5/5
Lee Wdi Kuen Independent Non-Executive Director 5/5

N1 - One out of the five meetinys is uttended by DYAM Tunku Ismail Ibni Sultan lbrahim’s Alternate Director, Mohamad Juifuddin Bin Bujung Mohidin.

Nomination and Remuneration Committee

The Nominution und Remunerution Committee’s Terms of Reference specifies the duties and functions of the Committee,
which relate to the recruitment of directors und the criteria used in their selection in ferms of the uppropriute bulunce
of skills, expertise, uttributes und core competencies us well us their annuadl ussessment. The Committee is responsible for
reviewing cundidates for appointment to the Bourd Committees und make dppropriate recommendations thereon to
the Bourd for upproval und ussessing the effectiveness of the Bourd und Bourd Committees und the performaunce of
individual Directors. There wus ho hew director uppointed during the financial year ended 31 December 2018.
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CORPORATE GOVERNANCE OVERVIEW STATEMENT
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

PRINCIPLE A - BOARD LEADERSHIP AND EFFECTIVENESS (continued)

Board Composition (continued)

The Nominution und Remunerution Committee, comprising solely of Independent Directors, met once to review the mix of
skills, independence und diversity required, the homination und election process of directors und the criteriu used for the
selection process und ussessed the bourd, its committees und individuudl directors bused oh the criteria estublished.

In respect of the ussessment for the financial year ended 31 December 2018, the Bourd wus sdtisfied that the Board and
Bourd Committees have discharged their duties und responsibilities effectively, while the contribution und performance of
euch individual Director wus deemed sutisfactory. The Bourd was dlso satisfied that the Bourd composition in terms of size,
the bulunce between Executive, Non-Executive aund Indefpendent Directors and mix of skills was adeqyuate.

The Bourd composition in terms of euch of the Director’s industry and/or buckground experience, uge und ethnic
comyposition is us follows:

Directors Experience & Age bracket Ethnicity Gender
Specidlise in
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DYAM Tunku Ismail Ioni Sultan
Iorahim v v v v
Dutuk Ahmad Zaki Bin Zahid vV v v Vv
Lim Chen Herny N4 N4 vV
Lee Hun Kheny N4 v vV
Bernard Hilary Lawrence v v vV
Avinderjit Singh A/L Harjit Singh V4 N4 vV | Vv
Lim Foo Seny N4 N4 vV
Mohd Salleh Bin Othmain v vV v
Lee Wai Kuen v v vV

lll. Remuneration

The Nominution und Remuneration Committee dlso ussists the Board in reviewing and making recommenddations relating to
the remunerution, terms of employment, reward structure and benefits in-kind for Directors und key sehior munuygement of
the Group. During the finuncial year, the Nominution und Remunerution Committee met once und dll members uttended
the meeting. In the meetings, the Committee undertook its tasks in uccordunce with the MCCG und MMLR in relation to
the remuneration of directors of listed compunies. These tusks include:

e Determine the policy forthe chuirman, the executive directors und Senhior Management forinclusion in the remuneration
policy;

e Defermine the remunerdtion, terms of engugements und other compensation;

e Advise the bourd on the remuneration policy; und

e Monitor the implementation of the policy.
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CORPORATE GOVERNANCE OVERVIEW STATEMENT
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

PRINCIPLE A - BOARD LEADERSHIP AND EFFECTIVENESS (continued)

lll. Remuneration (continued)

Bused on this policy, the remuneration breukdown of individual directors includes fees, salary, bonus, benefits in-kind and
other emoluments proposed for the year are us follows:

Group
Fixed-Rate Other
Fees Salaries Remuneration Benefits-in-kind Total
(RM) (RM) (RM) (RM) (RM)
DYAM Tunku Ismail 20,000 - - - - 20,000
loni Sultan lbrahim
Datuk Ahmad Zaki 20,000 430,000 22,500 177,500 24,600 674,600
Bin Zahid
Lim Chen Hernyg 20,000 420,000 45,000 175,800 25,000 685,800
Lee Hun Kheny 20,000 216,000 18,000 68,400 21,250 343,650
Bernurd Hilury 20,000 - - - - 20,000
Lawrence
Avinderjit Singh A/L 20,000 - - - - 20,000
Harjit Singh
Lim Foo Seny 20,000 - - - - 20,000
Mohd Salleh Bin 20,000 - - - - 20,000
Othmun
Lee Wui Kuen 20,000 - - - - 20,000
Total 180,000 1,066,000 85,500 421,700 70,850 1,824,050
Company

Fixed-Rate Other

Fees Salaries Remuneration Benefits-in-kind

(RM) (RM) (RM) (RM)
DYAM Tunku Ismail 20,000 - - - - 20,000
loni Sultan lorahim
Datuk Ahmad Zaki 20,000 - - - 15,000 35,000
Bin Zahid
Lim Chen Herny 20,000 - - - 25,000 45,000
Lee Hun Kheny 20,000 - - - 21,250 41,250
Bernard Hilary 20,000 - - - - 20,000
Lawrence
Avinderiit Singh A/L 20,000 - - - - 20,000
Harjit Singh
Lim Foo Seny 20,000 - - - - 20,000
Mohd Salleh Bin 20,000 - - - - 20,000
Othmaun
Lee Wuai Kuen 20,000 - - - - 20,000
Totdl 180,000 - - - 61,250 241,250
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CORPORATE GOVERNANCE OVERVIEW STATEMENT
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

PRINCIPLE A - BOARD LEADERSHIP AND EFFECTIVENESS (continued)

lll. Remuneration (continued)

Detuils of the remuneration of the top 5 Sehior Munagement (including salary, bonus, benefits in-kind und other emoluments)
in each successive bund of RM50,000 during the financial year 2018, ure us follows:

No. Name Designation Range of Remuneration (RM)
1. Lim Sew Hua General Manager 550,001 - 600,000

2. Tan Teow Keat Chief Executive Officer 500,001 - 550,000

3. Han Loong Kwang Project Director 300,001 - 350,000

4, Wong Yong Vi Project Director 200,001 - 250,000

5. Jiang Mi Deputy Project Director 200,001 - 250,000

PRINCIPLE B - EFFECTIVE AUDIT AND RISK MANAGEMENT

Audit Committee

The Bourd acknowledges its overdil responsibilities for maintaining a sound system of risk munagement and internal control
and hus delegated its role in the review process to the Audit Committee ("AC”) und Risk Munagement Committee
("RMC"). The AC comprises five (5) Indeppendent Non-Executive Directors und the Chairman of the AC is distinct from the
Chairmun of the Board.

The AC met 5 times during the yedr. The uctivities of the AC during the yeur are described ut length in the Audit Committee
Report in this Anhudl Report on puges 37 fo 41.

Risk Management and Internal Control Framework
The RMC comprises five (6) Independent Non-Executive Directors.

The RMC met 5 times during the yedar. The Statement on Risk Munagement and Interhal Control is set out onh puyes 24 to
27 of this Anhuul Report detdiling the fedtures of the risk management uand internal control framework of the Group.

PRINCIPLE C: INTEGRITY IN CORPORATE REPORTING MEANINGFUL RELATIONSHIP WITH STAKEHOLDERS

Communication with Stakeholders

The Bourd ucknowledges the need for stukeholders to be informed of ull material business matters affecting the Compauny
and us such udopts un open und transparent policy in respect of its relationship with its stakeholders und investors. The
Bourd will ensure the fimely releuse of finuncidl results on a guarterly busis to provide stukeholders with an overview of
the Compuny’s performunce und operutions in addition to the various unhouncements mude during the yeur. These
unhounhcements ure dlso avdiluble on the Group’s website at www.knusford.com.my in the Investors relation section.

The Compuny conducts didlogues with financial analysts and/or the media from fime o fime us G meuns of effective
communication to enuble the Bourd und Munugement to convey information relating to the Company’s performance,
corporate struteyy and other mutters uffecting stakeholders’ interests.

. Conduct of General Meetings

The Bourd presents the progress und performunce of the Group o provide shareholders with the opportunity to seek
clurification on the Group’s businesses und financial performaunce during the general meeting. Notices of each generdl
Mmeeting dre issued in a fimely manner to dll shareholders to ensure that they have sufficient time to prejoure and digest
issues to be ruised during the meeting. The Directors, Chuirpersons of the Bourd Committees, und External Auditors ure
avudiluble to respond to the guestions of shareholders during the Annuul Generdl Meeting.
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CORPORATE GOVERNANCE OVERVIEW STATEMENT
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

PRINCIPLE C: INTEGRITY IN CORPORATE REPORTING MEANINGFUL RELATIONSHIP WITH STAKEHOLDERS (continued)
Il. Conduct of General Meetings (continued)
In the Twenty-Second Annuul Generdl Meeting held on 7 Juhe 2018, the hotice wus sent more than 28 days in advance in
accordance with the requirements of MCCG, endabling shareholders to review the detdils of the resolution being proposed

in a timely manner for better decision-making. The notice included detdils of resolutions to be pussed in the generdl
meeting.

SUMMARY OF CORPORATE GOVERNANCE PRACTICES

The Bourd is pleused to report that during the yeur ended 31 December 2018, the Compuny hus upplied und udopted 30
of the 36 Pructices (32 Practices und 4 Step Ups) encupsuluted in the 3 Principles of MCCG. The breukdown of the status of
applicution by Principle is provided below:

Practice
Principle
Applied | Departure | Not Applicable Adopted Not Adopted
A - Bourd Leudership and Effectiveness 16 2 1 - 2
B - Effective Audit und Risk Management 8 - - 2 -
C - Inteyrity in Corporate Reporting and 4 1 - - -
Meuningful Relationship with Stakeholders
Totdl 28 3 1 2 2

The summary of the 3 depurted Practices is us follows:

Principle

A - Bourd Leudership

Practice Gap Summary

4.5 The bourd discloses No femuale Director on the Bourd of the Group. The Bourd

und Effectiveness

policies on yender
diversity (Depurture)

is supportive of gender diversity und is reviewing dction
plans to have a femuale bourd member subject to the skills,
experience und profile of the female directors.

A - Bourd Leudership
and Effectiveness

7.2

The bourd discloses on u
numed busis the top five
sehior munuygement’s
remuneration
component includiny
sulary, bonus, benefits
in-kind und other
emoluments in bands of

Disclosing the senior munugement’s remuneration in
detdil would be disudvuntuageous to the Group, ydiven
the competitiveness in the market for taulent and due to
confidentidlity of remuneration puckuyes.

RM50,000 (Depurture)

C - Inteyrity in 11.2 Large Compunies ure The Group does hot full under the cuteygory of lurge
Corporute encouruged to adopt compunies und has yet to udopt Integrated Reporting.
Reporting und Integrated Reporting
Meuningful bused on u ylobully The Bourd und Senior Munugement will regularly review this
Relationship with recoygnised frumework practice requirement.

Stukeholders (Depurture)

Further informution ubout the Compuny’s corporute governance practices, in the form of the Corporute Governunce Report,

is avdiluble on the Compuny’s website ut www.knusford.com.my.

This Corporute Governunce Overview Stutement was approved by the Board of Directors on 11 April 2019.
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STATEMENT ON RISK MANAGEMENT AND INTERNAL CONTROL
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

INTRODUCTION

Pursuant to paragraph 15.26 (b) of the Listing Reqguirements ("LR") of Bursu Malaysiu Securities Berhad (“Bursu Securities”)
for the Muin Market and us guided by the Statement on Risk Management And Internal Control: Guidelines for Directors of
Listed Issuers (“the Guidelines”), the Bourd of Directors (“the Board”) of Khusford Berhad is pleased to include a statement on
the stute of the Group’s system of risk munugement aund internal control in this annual report for the financial year ended 31
December 2018.

BOARD’S RESPONSIBILITY AND LIMITATION

The Bourd ucknowledges its overdll responsibilities for maintaining u sound system of risk manugement und internal control to
sufeguurd shareholders’ investments und the Group's ussets. However, us there are limitations inherent in any risk munagement
und internal control system, such systems put info effect by Munugement are only to manage, rather than eliminate dill risks
that may impede the achievement of the Group’s business objectives. Therefore, the risk munugement und internal control
system cun ohly provide reusonuble, und not dbsolute, ussurance ugainst any material misstatements, losses or errors. The
Group’s risk mMunugement process and infernal control system does hot upply to jointly controlled entities and ussociates
where the Group does hot huve full munagement control. The Group’s interests ure secured through Bourd representation at
the jointly controlled entities und ussociutes.

The Bourd hus delegyuted its role in the review process to the Audit Committee ("AC”) and the Risk Maunaugement Committee
("RMC"). However, the Bourd us a whole remuins responhsible for dll the actions of the committees with regards to the execution
of the deleyuted role und this includes the outcome of the review and disclosure on key risks and internul controls in the
Group’s unnudl report.

KEY FEATURES OF THE GROUP’S RISK MANAGEMENT SYSTEM

The key features of the Group’s risk management system dre summarised ds follows:-

RISK MANAGEMENT FUNCTION

The Bourd ucknowledyes that the Group’s business activities involve some degree of risk thut may uffect the uchievement of
its business objectives and an effective risk munugement framework should be an integral part of the Group’s daily operation.
The Group’s established risk management framework is guided by ISO 31000: 2018 Risk Muhugement — Guidelines.

The risk munugement process cun be briefly summarised us follows:

Identification
of Risks

Continuous Monitoring
and Update
of Risk Profiles

Evaluation of Existing
Control System

Implementation of
Action Plans Rating of Risks
(if required)

The key elements of this risk munugement process dre us follows:

Identify key risks ussociuted with the Group’s externul und interndl risks;

Identify the existing controls that munage the identified risks;

Confirm ownership and timelines for manayging and monitoring the identified risks;

Rute the identified risks in terms of likelihood of occurrence und the resulting impact on the organisation. The rating takes
into account the effectiveness of existing controls put in place to Manaye the risks;

Decide on the risk freutment und develop risk response to munuge residudl risks (if any); und

Quurterly monitoring und updating of the Group’s existing key risk profile.

The ubove risk munagement process hus been in pluce for the yeur under review und up to the dute of the upproval of this
Statement.
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STATEMENT ON RISK MANAGEMENT AND INTERNAL CONTROL
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

KEY FEATURES OF THE GROUP’S RISK MANAGEMENT SYSTEM (continued)
RISK MANAGEMENT FUNCTION (continued)

During the financidul year under review, us fucilituted by u professional services firm, the following risk maunagement activities
were cdrried out:

e Re-ussessment of the impuct und likelihood purameters to ensure that these purameters are still relevant to the Group on
un unnhudl busis.

e On u yuurterly busis, risk assessment meetings with the Munaging Director, Chief Executive Officer and Chief Financial
Officer (“purticipunts”) ure conducted to updute the Key Risk Profile ("KRP”). During the meetings, key risks identified will
be rated und prioritised in terms of likelihood of the risk occurring and its impuct should the risk occur. The risk ratings take
intfo considerution the effectiveness of existing internal controls put in place to mitigate the key risks identified. Thereufter,
risk management strategies or management action plans to be undertaken are considered to manage risks to the Group’s
acceptuble level.

o Updute of the Group’s KRP bused on risk ussessment meetings conducted onh a guurterly busis. The following KRPs were
updated during the yeur:

Business Divisions

Quurter T - Knusford Berhud’s Group
Quurter2 - Constfruction Division
Quurter3 - Trading Division

Quurter4 - Property Development Division

e The results of the risk ussessments were reported und deliberated ut the Audit Committee und Risk Munugement
Committee meetings. The key operutional risks focus und mitigation plans are us follows:

m Key Risk Mitigation Plan

1 Slowdown in economy e Venture intfo hew business sector i.e. fucility munugement.
e More cuutious in the selection of hew projects partners und
customers.
2 Project cost overrun e Additional budyget requires the approval of a Committee.

o Constuntly monitor the project proyress und finuncial status.
e "Lock in” contracts especidlly on materidls vulneruble to
voldtile globul market conditions such us steel burs.

3 Deluy in completion of projects e Muintdin written evidence / documentution in order to support
the Extension of Time ("EOT") application, in the event of delay.

e Constantly monitoring of project progress.

e Reyulur site meetings.

4 Late payment from customer/ main e Cureful selection of projects to be tendered.
contractor e Submission of progress billing on  timely busis.
e Follow-up on collection with customers diligently.

5 Comypetition e Contfihuous hetworking with existing und potential customers.

e Cureful selection of customers.

e Monitoring locul und ylobul econhomic climute through
ecohomic reports and hews mediu.
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STATEMENT ON RISK MANAGEMENT AND INTERNAL CONTROL
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

KEY FEATURES OF THE GROUP’S INTERNAL CONTROL SYSTEM (continued)

1.

INTERNAL CONTROL SYSTEM
Key feutures of the internal control system are as follows:

e Orgunisution Structure & Authorisation Procedures

The Group Mmuintuins u defined orgunisutional structure that sets out the relevant roles aund responsibilities which
comprises of plunning, executing, controlling und monitoring works.

e Operuting Policies

Stundard operuting policies ure in place to govern the Group’s business operutions und to set yuidelines for employees
on the workflow processes.

e Code of Cohduct
Code of conduct for the Group’s Directors and Sehior Management is in place to foster a culture of honhesty and
accountability. In addition, this serves us a guidance which is expected to be complied us part of the Group’s
commitment to the shareholders. It is published on the corporate website of the Company (www.knusford.com.my),

under the heudiny Investor Relutions” sub-heuder, Corporute Governunce for shareholders’ reference.

e Monitoring und Review

Monthly munhugement uccounts dre prepaured by the Group Fihunce Department for munugement’s review, whilst
yuurterly finuncial results are presented to the Audit Committee und the Bourd for the purpose of monitoring the
Group'’s proygress towaurd uchievinyg its business objectives. The operationul performance reports ure presented to the
Bourd for its review, consideration and dpproval during the guurterly Bourd Meetings. The Bourd dlso plays d role in
discussing und reviewing the business plans, strategies, performance und risks faced by the Group.

Budgeting process for the Group hus dlso been implemented to monitor the munugement’s performance. The whole
process wus upproved by the Board during the Bourd Meeting held on 29th November 2018. It serves us u guidunce
to understund where the Group und its” subsidiaries stund for the current yeur und for the yeur aheud. Turgeted Key
Performunce Indicutors ure set for Senior Munagement in order to monitor und maintain satisfuctory results.

o Whistle Blowiny Policy

The policy is set up in order to Muke disclosure of improper conduct und the protection uccorded to such whistle
blowers. The Group is committed to uphold uccountability and fransparency in the business affairs of the Group in
tundem with its Core Vulues, Code of Conduct and good corporute governunce.

INTERNAL AUDIT FUNCTION

The Group’s internal audit function is outsourced to u professiondl services firm, Axcelusia Columbus Sdnh Bhd thut reports
directly to the Audit Committee. The infernal audit function provides the Audit Committee with an independent assessment
oh the udeyuucy und effectiveness of the Group’s system of internal control.

The outsourced internul uudit function carried out uudits in accordance with the risk-bused internal audit plan reviewed
and approved by the Audit Committee. The infernal audit plan was developed taking into consideration the Group'’s risk
profiles and concerns of Senior Munugement und the Audit Committee.

On u periodic busis, internal audit submits their Internal Audit Reports for review und approval by Audit Committee,
which include o summary of infernal audit findings and management’s responses, which were discussed with Senhior
Manugement and subseyuently presented to the Audit Committee. Follow up visits were dlso conducted by the Internal
Auditors to ehsure that munaugement action pluns in respect of the mutters highlighted in the internal audit reports have
been udeyuutely uddressed.
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STATEMENT ON RISK MANAGEMENT AND INTERNAL CONTROL
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

2. INTERNAL AUDIT FUNCTION (continued)

During the financial yeur, the entities and business processes reviewed were us follows:

Entity Business Processes

Group Wide Review of Recurrent Reluted Party Transactions Procedures
Knusford Equipment Sdn Bhd Procurement
Knusford Construction Sdn Bhd Construction

The internal audit reviews during the finuncial yeur had identified some wedaknesses in internal controls. Manugement has
either tuken the hecessury meusures to uddress these weduknesses or is in the process of uddressing them.

MANAGEMENT RESPONSIBILITIES AND ASSURANCE

The Bourd is sdtfisfied that there is an ohgoing process for identifying, evaluating und managying significant risks faced by the
Group und the existing level of systems of internal control und risk munugement are adeyuate und effective to endble the
Group to uchieve its business objectives. For the period under review, the Managing Director and Chief Financial Officer have
provided ussurance to the Bourd thut the Group’s risk manugement und internal control system is operating udequately and
effectively, in dll muteridl respects.

Nonetheless, the Bourd wishes 1o reiterate that risk munugement und internal control are desighed to manage rather than
eliminate risks of fuilure to achieve business objectives. Therefore, these systems cun only provide reusondble but hot absolute
ussurance ugainst material misstutements, frauds and losses. During the current financial year, there were no mdjor internal
control weuknesses which led to muteridl losses, contingencies or uncertuinties that would reyuire disclosure in this Annudl
Report.

REVIEW OF THE STATEMENT BY THE EXTERNAL AUDITOR

The external auditors have reviewed this Stutement on Risk Munagement aund Internal Control pursuant to the scope set out
in Audit and Assurance Practice Guide ("AAPG”) 3, Guidunce for Auditors on Engugements to Report on the Statement on
Risk Munagement and Internal Control included in the Anhual Report issued by the Muluysian Institute of Accountants ("MIA”)
for inclusion in the annual report of the Group for the year ended 31 December 2018, und reported to the Board that nothing
has come to their uttention that cause them to believe thut the stutement intended o be included in the aunnhudl report of
the Group, in dll material respects:

(U) hus hot beeh prepured in uccordunce with the disclosures reyuired by puragraphs 41 und 42 of the Stutement on Risk
Management uand Internal Control: Guidelines for Directors of Listed Issuers, or

(b) is factudlly inaccurute.,

AAPG 3 does hot require the external auditors to consider whether the Directors’ Statement on Risk Management and Interndal
Control covers dll risks and controls, or to form un opinion on the udeyuucy und effectiveness of the Group’s risk management
and internal control system including the assessment and opihion by the Bourd of Directors und munagement thereon. The
auditors ure dlso not reyuired to consider whether the processes described to dedl with material infernal control aspects of
uny sighificunt problems disclosed in the annudl report will, in fact, remedy the problems.

BOARD COMMENTARY AND OPINION

Based on the various procedures und controls put in place by the Group, the work performed and the reports submitted
by the internal und external auditors, the Bourd hus reviewed und is satisfied that the risk munagement and internal control
systems put in pluce for the yedr under review und up to the date of upproval of this stutement are adeyuate und effective to
sufeguard the interest of dll shareholders, the Group’s ussets und other stukeholders. The Bourd hus deliberuted und upproved
the recommenddations brought forth by the Audit Committee and Risk Munagement Committee. The Bourd will continue to
monitor dll mujor risks uffecting the Group und take hecessury meusures to mitigute them and continue to enhunce the
udeyuucy und effectiveness of the risk munagement und infernal control systems of the Group.

This statement wus upproved by the Bourd of Directors on 11 April 2019.
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SUSTAINABILITY STATEMENT

Knusford Berhud ("KB”) recognises the importunce of developing its business in u sustuinable and responsible munner. As u
responsible corporation with diverse business interests, our uim is to intfegrate sustainubility strategies into our business, ensure
high standards of governance across KB's entire operations, promote responsible business practices within the Group, manage
the environmental impact of our businesses und provide u sufe und caring workplace for our employees.

We will strive to meet our stukeholders’ expectutions und auim to improve the execution of our sustuinability agenda through
various strateyies, targets and meausures.

Sustainability Governance Structure
The Bourd is overdil responsible for the sustainubility of KB. The Bourd hus entrusted the RMC of KB to oversee the integration of

sustainability into KB and its subsidiaries.

Board of Directors

Risk Management Committee (“RMC”)

Managing Director/Chief Executive Officer

f

Sustainability Working Committee (“SWC”)

Consists of various HODs and Managers

The Munuging Director will be responsible to supervise und munage the overdl sustuinability implementation across the
organisation and report fo the RMC on its performance. Our sustainability governance structure includes the SWC comprised
of representutives from the respective business functions.

The Bourd is responsible for:

o Reviewiny the effectiveness of KB's strategdies, policies, principles und practices relating to sustainability, including whether
these strategies, policies, principles and practices promote the Group’s sustainability agenda.
e Approving the Group’s Sustuinubility Reporting.

The roles of RMC.:

e Advising the Bourd und recommending to it, business strateygies in the ureu of sustuinability.

e Monitoring the implementation of sustuindbility strategies us upproved by the Board.

e Recommendinyg sustainability related policies to the Bouard for adoption, and monitoring the implementation of such
policies.

o Recommending upproval of sustainability mutters to the Board.

e Overseeiny the overdll munugement of stakeholder engugement, including ensuring grievance mechanisms dre in
pluce.

¢ Overseeiny the management of sustainability matters, with particular focus on matters material fo the organisation; and

e Overseeiny the preparation of sustaindbility disclosure ds required by laws and /or rules, and recommending it for the
Bourd’s upproval.

swc
KB’s SWC is chuired by the Managing Director of KB and comprises the compuny’s Chief Executive Officer ("CEQ”), Chief

Financial Officer ("CFO”) und Heuds of Depurtments ("HODs"). The SWC meets guarterly to review und mauke decisions on
muteridl issues und strateyies pertaining to KB und its subsidiaries.
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SUSTAINABILITY STATEMENT

SWC (continued)

The SWC is responsible for;

e Developing the sustainability vision, strategy and linkage to long-term business strateyies.

e Advising the RMC on strateyies in the areu of sustainubility und seeking Bourd endorsement on sustuinability matters.

e |dentifying sustuinability risks and opportunities.

e Originating policy and initiatives to manage sustainability risks and opportunities.

¢ Overseeinyg the implementution of policies und initiatives including sefting targets for initiutives, ussessing effectiveness
efc.

e |dentifying und implementing the stukeholder engugement process.

The SWC formully reports to the RMC haif-yedrly.

The Scope of the Sustainability Statement

The scope of this report is limited to the sustainability impact of business operations und initiatives of KB and its subsidiaries in
Malaysid,

Materiality Assessment
A formual ussessment process wus conducted by the SWC to determine which topics matter most to our business und
our stukeholders. The process wus led by Managing Director. During the andalysis, the SWC huas identified a potentidl list of
sustainability matters which are relevant for KB Group. These were identified by the SWC us matters which reflect KB's sighificant
econhomic, environment und social ("EES”) impucts. After extensive internal discussion with senior management, the SWC wus
uble to unticipute stukeholder reyuirements und expectations, using the results for the purpose of this exercise.
Below is the process in determining our muterial topics:
o Assessing und identifying relevunt topics

Reviewed the Compuny priorities and risks in order to identify the issues that are applicable to us.

e Determining boundaries for relevant topics

The bounduaries for relevant topics both within and outside the Group were identified und the disclosures ure focused on
the impact that occur within the Group.

e Prioritisution

During SWC meetings, members dre encouruged to provide their input. This process tukes into account the influence of
stukeholders’ ussessments and decisions us well us the sighificance of EES impucts.

e \ulidution of the muteridl topics

The materidlity tfopics were discussed during the SWC meetings und validated by the members of the SWC aund approved
by the Group’s Managing Director.

The Bourd of Directors is updated regularly on our sustainability process.
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SUSTAINABILITY STATEMENT

Key Material Topics

Topics bused on the results of our muteridlity exercise have been identified aund prioritised into the following relevant issues:

Material issue Topic Stakeholder Stakeholder Concern
i. Economic/Social-Business Development
Business Customer e Customer Product yudlity and relidbility of our product und
Development satisfaction services
Product sufety
After sules service
Competitive pricing
On fime delivery of our products und services
ii. Social- Workforce management
Workpluce Sufety Occuputionul e Employee Mudintdin an injury-free working environment for il
Hedlth and employees by putting in pluce systemutic
Sufety approauches in injury prevention and eliminating
workplace heulth and sufety risks
Non-Discrimination Non-Discrimination e Employee Fuir treatment of dll employees irrespective of age,
gender, ethnicity or religion
Job security
Adeyuate wuges
Talent Trdining und e Employee Provide training und educdation to employees to
Management Educution expund the knowledyge buse for cureer
development und to improve their skills
iii. Economic- Corporate Governance
Econhomic Compliunce ¢ Investors Adeyuute policy und procedures to ensure legadl
Performunce compliunce
Economic Economic e Investors Generute sustuinuble fihnunciul und economic
Performance Performunce returns und credte value for stakeholders to ensure
sustainubility of our business
iv. Economic/Social-Supply Chain Management
Procurement Procurement o Suppliers Encourage locdl und sustuinable procurement
Practices Practices Enhuncing fair and ethicdl procurement process
by using compurative yuotes
Timely pauyment
v. Economic/Social-Environment
Occuputional OSH policy o Community Improve Occuputional Sufety und Heulth
safety and performunce
heulth ("OSH")
Wuste Wauste o Community Proper wuste manugement
maunuygement munuygement Encourage eneryy suving
and eneryy saving and enerygy saving
Environment Environment o Community To protect, conserve und enhance the surroundiny
friendly aund friendly environment und natural resources
green uwureness and green To keep our environment cleun to benefit the
awdreness community and future generations
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SUSTAINABILITY STATEMENT

Stakeholder Engagement

We enguged with our direct and indirect stukeholders using various methods us shown below.

skills to deliver sustainuble
performunce;
Strive to creute u sufe

Monitoring of
Occuputional saufety &
hedlth stdtistics for each

Stakeholder Our response to Key indicator Method of
stakeholder concerns engagement

Customer The yudlity und relidbility Customer retention. Reyulur customer
of our products und enyguyement,
services;
Afforduble housing;
Responsible marketing;
After sules service.

Employee Equippiny workforce with Training; Meetings;

Stuff communication
sessions und talks;
Workshops and training;

and conhducive working project; In house heulth and sufety
environment for our Equul employment related talks.
employees; opportunity;

Non-discrimination und
gender diversity.

Equul puy regurdless of
gender;

Employee diversity in the
workforce.

Business Associute

Pluce greut importunce in
maintdining good business
relationship with our
puarthers;

Close colluboration to
achieve mutudl business
benefit.

Economic performunce.

Reyulur bourd und other
meetinys.

aund good corporute
goverhunce to address
shareholder requirements;
Sustdinuble operation
that achieves long term
sustuinauble growth;
Productive business
development;

Provide timely and
regulur updutes on Group
finuncidl performaunce.

Supplier Ensure that we uphold Ethics und integrity of Tender evdludtion;
fair and responsible suppliers and contractors; Compurdtive yuotes;
procurement practices Procurement from local Reyulur engugement;
across our supply chain; suppliers. Meetings with suppliers.
Timely puyment;
Encourage purchuse from
locdl suppliers.

Investor Financial performunce; Code of conduct; Quuarterly financial results
Sustaindble shareholder Whistleblowiny policy; anhounhcements;
vulue credtion; Applicuble regulutory Corporate website;
Return on investment; requirements in Malaysia, Corporate
Business transpurency anhouncement;

Annuadl Generadl Meeting
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SUSTAINABILITY STATEMENT

Stakeholder Engagement (continued)

Stakeholder

Our response to
stakeholder concerns

Key indicator

Method of
engagement

Locul Community

Improve occuputionadl
safety and hedlth
performunce, in order to
avoid fatdlities and major
accidents;

Keep our environment
cleun to benefit the
community und future
generdations;

To strive to protect,

Zero hotices received
from the authorities in
terms of breuching uny
rules und regulutions;
Zero compluints received
from stukeholders;

Zero Futdlity cuse;

No open burning;

No irresponsible rubbish
disposul.

e Corporute website;

e Throuygh regular
enguyement with
employee, suppliers,
contractors, customers
and local community.

cohserve und enhunce
the surroundiny
environment and hatural
resources.

Economic/Social- Business Development
Customer satisfaction

Customer sutisfaction is essential to uphold our reputation and ensure business continuity. We strive to deliver good yudlity and
reliuble products aund high standards of workmanship to meet our customers’ rising expectations.

The Group hus uchieved the ISO 9001:2015 (Quulity Munugement System) and the OHSAS 18001:2007 (Occuputionul Hedlth
und Sufety Munugement) stundurds.

In FYE 2018, our frading sector received u few compluints from our customers with regard to on-time delivery and product
yudlity, with 100 % of the complaints responded to within 48 hours und resolved within 14 working days. We will continuously
strive to maintuin or improve our current performunce. With respect to the construction sector, a small Liyuidauted Ascertained
Dumuges ("LAD") of upproximutely RM 0.28 million wus imposed by u client. Manugement will continue to tuke mitigation
steps on euch project in order to auvoid/minimise uny possible LAD in future.

Moviny forward, the Group will adopt QLASSIC for our next construction project. QLASSIC refers to Quulity Assessment System
in Construction used by the Construction Industry Development Bourd ("CIDB”) to evdluate the workmanhship of a building’s
construction bused on the Construction Industry Standard.

Social-Workforce management

At KB, we understund that our successes are the result of our employees’ collective eneryy and efforts ut the workpluce. The
Group strives to be un attractive employer with the dbility to recruit, develop und retdin the best people. Being u responsible
employer, efforts are continuously being mude to improve the well-being of employees.

i)y Workplace safety

Knusford is fully committed to ensuring the occupdtional sufety and heulth of dll our employees aund contractors on every site,
not only to minimise disruption to the business but ulso to enhunce the well-being of our people. This is reflected in our efforts
to continudlly improve occuputiondl sufety and heulth by instilling preventive practices at the workplace. Our target is zero

incident of futdlity cuse reported dt site.

There wus zero workpluce futdlity recorded by KB in the lust finuncial yeur and the puast 3 years.
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SUSTAINABILITY STATEMENT

Social-Workforce management (continued)
ii) Non-Discrimination

We are committed to recruiting, promoting and remuneruting our employees solely on the basis of their ability and qudlifications.
We provide eyuul opportunity to everyone regurdless of their gender ethnicity or religion. All employees ure given un equdl
opportunity to develop their careers within the Group bused on their merits and dbilities.

In terms of gender equdlity, we stfrive fo uchieve bulunced representation of men and women especidlly at munugement
level. As ut 31 December 2018, excluding construction site workers, the female to male percentage ratio wus 38:62.

The uye profile of our workforce in FYE 2018 wus 24% of employees below 30 years old, 54% between 30 to 50 yeurs old und
22% ubove 50 yeurs old.

In KB, we comply with Malaysia’s Minimum Wages Order 2018 for ull our employees.
iii) Talent management

The Group believes thut competent employees dre cruciul to the continued growth und success of the business. The Group
seeks to develop employees by providing training und development opportunities to enhance their knowledyge, sharpen
their skills und brouden their work experience und exposure. Our target is over 8 truining hours unnudlly for employees at
manageridl position.

During the yeur 2018, we have sent our senior and middle munagement to attend the following in- house trauining und external
seminars:

2019 Budyget Seminar

Financial Insights for Listed Companies

Sustainability Reporting Insight

Briefing on ISO/ FDIS 45001:2017

QLASSIC Awdureness & Assessor Truining Course

Understanding of the Latest Development in GST Report

Be u Talent Sourciny Professional

QLASSIC Assessor Training Course

. Procedures for Overdue Puyment Cluims through CIPAA & Contracts Munagement

10. Understaunding of Change GST from 6% to 0%

11. Business Communicution und Report Writing Technigues

12. Microsoft Project Training und Workshop 2017

13. Refresher Course- Malaysia Civil Engineering Standard Method of Meusurement (MYCESMM)
14. Seminar of Return of Sales and Service Tax

15. Construction Accounting und Treutment

16. Bengkel Ke Arah Pemantapan Perlindunhygun Keselumuatan Sosial Peringkat Nasional 2018
17. Human Resource/ Industrial Forum

® N O N~

0

Atotal of 43 key personnel from the Contract, Quantity Surveyor, Construction Sites, Account and Humah Resource departments
have uttended with the total training hours of 392 hours.

Economic: Corporate governance
i) Compliance

The Group is committed to pructising high stundards of corporate governance, und to have sustainuble und responsible
business practices emphusising integrity, sound business ethics and trustworthy conduct. We dlso commit to comply with
relevant business rules, regulations und guidelines und to enguge stakeholders in u responsible, fuir and reusonhuble manner.
The Bourd hus formuluted ethical stundards through a Code of Conduct for the Directors, Senior Munugement aund dll
employees and will ensure its compliance. It is avdilable at the Compuany’s website, www.knhusford.com.my for reference.

We tuke compliunce seriously and dim to comply with relevant regulatory requirements governing the EES dimensions. Our
goul is to muintuin the current status of zero legyul hoh-compliance.

In FYE 2018, there were zero reported incidents of hon-compliunce with laws und regulations. No significant fine or non-
monetary sanction were imposed oh the Group.
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SUSTAINABILITY STATEMENT

Economic: Corporate governance (continued)
ii) Economic Performance

As we strive fowards long-term sustaindble results, maintuining positive economic performance is critical to the business
continuity of our subsidiuries und joint venture entities. We dre coynisant of our need to replenish our order book und will
continue to bid for yood projects. Our priority is to strive to maintain sutisfactory results by increusing marketing and business
development uctivities, especidlly with existing key customers. We hope to secure more hew construction projects in the neur
future. Our order book hus increased from RM 83.80 million in FYE 2017 to RM 410.34 million in FYE 2018.

In FYE 2018, we registered revenue of RM209.46 million but reyistered a loss before tax of RM 29.03 million, and loss ufter tax of
RM 29.74 million. The loss was muinly due to losses incurred by u construction project in Pegerany, Johor. For more informution
oh the Group’s finuncidl performaunce, pleuse refer to the Group Finunciul Report on puyges 46 and 108 of the Annudl report.

Moving forward, the Group will be more cureful in selecting projects, und continue to operute effectively through stringent
und prudent cost management whilst enhancing its project management capuabilities and efficiency of its businesses.

We place gredt importance to muintuining the synergy and positive business relutionships with our purthers. Communication
und close colluboration ure key to uchieving our mutudl business objectives aund targets. Although humerous meeting aund
discussion are held between staff at operationdl level throughout the year, we target to have at least 2 Board meetings yearly
of our joint-venture companies commencing from financial year 2019 o discuss company performance.

Economic/Social: Supply Chain Management

Procurement Practices

As the Group is committed to the highest stundards of ethical conduct und socidl responsibility, we need to ensure proper
procurement practices. In this regurd, our objectives ure to practice responsible sourcing of products und services, us well us
to support the locul economy by procuring goods from local suppliers.

Our supply chuin comprises multiple smull und medium sized business that ussist us with product sules, customer support und
product delivery. We have curefully selected our suppliers not only onh the busis of economic rationale, but dlso on the busis of
understunding, trust, mutuadl respect, financial hedlth and the professional background of key executives.

Currently, we do not impose on our suppliers auny screening, audit or reporting oh their ethicul conduct or socidl responsibility
uspects. However, if it comes to our attention that a Company within our supply chuin does hot comply with locul regulations,
environmentul protection or proper lubour conditions, we will terminate our contract with them.

In FYE 2018, we worked with more than 200 suppliers. 100% of our supply chain spend on internal construction and development
projects went to Malaysia based companies. We did not receive any heygyative comments from our customers concerning the
business ethic, environment, human rights and labour standard of our suppliers.

Economic/Social-Environment

KB commits to undertuke responsible sustainability practices to mitigate direct und indirect environmental impacts of its
business und site operations.

i) Occupational Safety and Health (OSH)
We are committed to improving our OSH policy and procedures. We encourdage dh opeh didlogue with our employees und
contractors to creute u sense of responsibility for their sufety and that of the others. We ensure that our operating teams are

keepiny in mind the prevention of injuries und ill heulth while Muintuining strict compliunce with sufety requirements.

In FYE 2018, there wus zero reported serious work injury-related incidents ut our construction sites. We target to maintain this
record in year 2019 too.
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SUSTAINABILITY STATEMENT

Economic/Social-Environment (continued)
ii) Waste Management and Energy Saving

Disposing of wauste in an environmentdlly-friendly manner is crucial to our environment. We are mindful by doing our part by
enhcouruyging our employees und contractors to rethink recycling.

In FYE 2018, we have set the target to recycle the formworks at least 4 times before scrapping them.

One of our first housing projects with sustainuble energy supply is through the instullation of solur paunels for our recently
completed development project known ds Ousis Kajunyg (112 units of Double Storey Terrace Houses), providing dn
environmentully-friendly source of eneryy for our purchusers.

iii) Environment Friendly and Green Awareness

We have dlways sought to protect the hatural environment of the areas that we develop and are committed to credting
more liveuble environments for our communities. We strive to avoid any possible pollution to our environment, with fines beiny

imposed to our contructors for violating the rules.

In FYE 2018, ho open burhing und irresponsible rubbish disposal was reported at our sites.

Corporate Social Responsibility

The Group recoynises its sociul obligution to society and is striving for u bulunced approach in fulfilling its key objectives und
meeting the expectdations of dll stukeholders.

To fulfill its corporate social responsibility, the Group hus supported various sports and charitable causes during the financial
yedr and is committed to carrying out its efforts further on a sustainable busis.

Looking Forward

The Bourd recognises thut embedding sustuinability into the Group’s business is u continuing process und remuins fully
supportive of the sustuinability agendua.

KB is committed to deliver financidl value und societul benefits by buluncing our commerciul objectives with the environment
und socidl heeds of our stukeholders, underpinhed by good corporute governunce und ethical business practices. Moving
forward, we will continue fo integrate sustainability across dll our operdtions, focusing on operational efficiency, economic
growth, legul und regulutory compliunce, manuging risks, productive business development, us well us employee uttraction
und retention.
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DIRECTORS’ RESPONSIBILITY STATEMENT

The Bourd is fully uccountuble to ensure that the financidl statements are drawn up in accordunce with Compunies Act, 2016
und the applicable approved accounting standards set by Malaysian Accounting Standards Board so ds to give d true and
fair view of the state of uffdirs of the Group und the Company as ut 31 December 2018 and of the results and cash flows of
the Group und Compuny for the finuncial yeur ended on that dute.

In the prepuaration of the finunciul stutements, the Directors have:

a) upplied relevant und appropriate accounting policies consistently und in uccordunce with applicuble upproved
accounting stundards;

b) Mmude judgments und estimates that are prudent und reusonuble; und

c) used the yoiny concern busis for the preparation of the financial statements.

The Directors ure responsible for ensuring that proper auccounting records are kept in accordunce with the Act. The Directors

dlso have overdll responsibility in taking such steps us dre reusonably open to them to safeguard the assets of the Group and
fo prevent and detect fraud and other irregularities.
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AUDIT COMMITTEE REPORT
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

The Bourd of Directors of Knusford Berhad is pleused o present the report of the Audit Committee ("AC”) for the finuncial year
ended 31 December 2018.

COMPOSITION AND ATTENDANCE OF MEETINGS

The AC comyprises of five (5) Independent Non-Executive Directors and detuils of their attendunce ut meetings during the
finunciul yeur ended 31 December 2018 ure us follows:-

Attendance of meetings
Chdirmun: Lim Foo Seny 5/5
(Independent Nonh-Executive Director, MIA member)

Members: Bernurd Hilury Lawrence 5/5
(Senior Independent Non-Executive Director)

Avinderjit Singh A/L Harjit Sihgh 3/5
(Independent Non-Executive Director)

Mohd Salleh bin Othman 5/5
(Independent Non-Executive Director)

Lee Wdi Kuen 5/5
(Independent Non-Executive Director)

TERMS OF REFERENCE OF THE AC
Composition

(1) The members of the AC shull be uppointed by the Bourd of Directors ("Bourd”) from umony their members und shall
conhsist of ho fewer than three (3) members with a majority of them beiny Independent Directors.

(2) Allmembers of the Committee should be financidlly literate and have the dbility:-

(u) to reud und understund financial stutements;

(b) to unulyse finunciul stutements und ask pertinent yuestions ubout the Group’s operutions ugainst internal controls;
and

(c) to understund und interpret the upplicution of upproved uccounting stundurds und other related requirements.

(3) Atleust one of the Committee members:

(v) must be u member of the Malaysiun Institute of Accountunts ("MIA”); or
(b) if he is hot u member of MIA, he must have dt leust three (3) yedars working experience and:
o he must have pussed the exuminutions specified in Part | of the 1st Schedule of the Accountunts Act 1967; or
¢ he must be u member of one of the ussociutions of uccountunts specified in Part Il of the 1st Schedule of the
Accountunts Act 1967; or
(c) fulfills such other requirements as prescribed or upproved by Exchanye.

(4) No Alternate Director may be appointed as a member of the Committee.

(5) No former uudit parther shall be appointed us u member of the Committee unless he/she hus served u cooliny off period
of dut leust two yeuars prior to his/her uppointment.

(6) The Chuirmun of the AC shdll be un Independent Non-Executive Director uppointed by the Bourd, who is not the
Chairmun of the Bourd, und dcts us the key contact between the committee members and Bourd members us well us
Senior Management. The responsibilities of the AC Chairman, amony others, are us follows:

(u) Plunning und conducting meetings;

(b) Reporting to the Bourd on the mutters beinhy discussed und their recommendution;

(¢) Encouruyging open discussion during meetings;

(d) Developing und muintaining dactive on-goinyg didlogue with Management, infernal auditors and external auditors;
and

(e) Ensuring the overdll effectiveness und independence of the Committee.
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AUDIT COMMITTEE REPORT
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

TERMS OF REFERENCE OF THE AC (continued)

Composition (continued)

(7)  Where the membership of the Committee fdlls below three (3) due to retirement or resignation or uny other reusons, the
vacuncy must be filled within three (3) months to make up the Minimum of three (3) members.
Authority

The AC hus been granted appropriate authority by the Board of Directors to carry out their duties und responhsibilities including
the following:-

Conduct investigution into any matters within their terms of reference;

Seek uny informution it reyuires from any employee of the Group;

Enguyge externdl, legdl or professional advice ut the cost and expense of the Group where hecessary;

Full und unrestricted uccess to uny informuation pertaining to the Group und the Compauny;

Direct communicution with the external auditors und/or persons carrying out the internal audit functions or activities;
Meet with the externdl auditors ut leust twice u yedr without munugement presence;

Right to employ resources which are required to perform its duties; and

Authorise an investigation where there is possible fraud, illegal acts or suspected violation of the Group’s Code of
Conduct involving members of the Board or Senhior Management.

Duties and Responsibilities

The duties and responsibilities of the Committee shall include the following:-

m

@)

Internal audit

(@
()]
©
(o
e
®

(@)

(@)

To review the udequucy of the scope, functions, competency und resources of the internal audit function und that
it hus the hecessury authority to carry out its work;

To review the internal audit plan und results und, where hecessary, ensure thut appropriute actions are tuken on the
recommendutions of the internul audit function;

To recommend the uppointment of outsourced internul auditor;

To evdluute the performunce und decide on the remunerdtion of the outsourced internal audit function;

To ehsure that the outsourced internul audit is uble to undertuke its duties independently und objectively. The
outsourced internal auditor will report directly to the AC;

To review the infernal audit reports prepured by outsourced internal auditors, discuss Mujor audit findings and
munhugement response;

To review the follow up action reports prepured by outsourced internal auditor, ensure appropriate uction is fuken
oh the recommenddaution provided on previous internul audit report; und

To review the ussistance yiven to internal auditors by employees of the Group.

External audit

(C))
©)

©
(o))

e

To consider the uppointment of the external auditor, the audit fee und any yuestion of resignation or dismissull;
To review the external auditors’ audit plan (scope of work), their evaludtion of the system of internal controls and
scope of their audits;

To review und report on the ussistunce und co-operation given by the employees of the Group to the auditors;
To ussess und mMonitor the performance, suitability, objectivity and independence of the external auditor annudilly.
The ussessment is to be bused on estublished policies und procedures thut consider umony others:-

¢ The competence, uudit yuulity und resource cupucity of the external auditor in relution to the audit;

o The nuture und extent of the non-uudit services rendered and the uppropriateness of the level of fees;

To discuss the following with the external uuditor prior fo commencement of the uudit:

e the nature und scope of audit;

e the audit plan;

e co-ordinution of uudit where more than one uudit firm is involved;

e evuludtion of the system of internal controls;

o the audit reports; und
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AUDIT COMMITTEE REPORT
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

TERMS OF REFERENCE OF THE AC (continued)

Duties and Responsibilities (continued)

@

)]

)

5)

©

External audit (continued)

®

To review with the external auditors the auudited finunciul stutements for the purpose of approval prior to presentation

to the Board for adoption, for the following:

o whether the auditor’s report contuined uny yudlifications which must be properly discussed und ucted upon;

¢ whether there is uny significunt chunges und adjustments in the presentation of finuncial stutements;

o whether there is uny hon-compliunce with laws aund accounting standards;

o whether there is uny materidl fluctuutions in balunces;

o whether there is uny finunciul anomalies or irregularities;

e whether there is any significant committments or confingent liabilities; and

o whether the financial statements tfaken us a whole provide a frue and fair view of the Group’s financial position
und performunce.

Financial Reporting

To review the yuurterly und annudl financial statements of the Group und Compuny und recommend to the Bourd for
approval, focusing particularly on:

(C))
)

©
@

chunges in or implementution of new uccounting policies und practices;

sighificant mutters highlighted including financidl reporting issues, sighificunt judgement made by Munugement,
sighificant und unusuul events or transuctions, und how these mutters are uddressed;

ygoiny concern of entities within the group; und

compliunce with applicable upproved uccounting standards aund other legal and regulatory requirements.

Related Party Transactions

To monitor and review any related party transuctions and conflict of interest situation that may arise within the Group
including any fransuction, procedure that rdises questions on munugement inteyrity.

Governance Oversight

(C))

)

©

()]

To drive the code of conduct ucross the Group with the ussistance of the compliunce function including ensuring
that the code of conduct, which shdll include munuging conflicts of interest, preventing the dbuse of power,
corruption, insider fruding und money luundering, und ‘whistleblower program’ is implemented dcross the Group,
und complied with;

Review und endorse the code of conduct und ethics program for the Bourd’s upproval und monitor the progress of
implementation;

Assess the effectiveness of the code of conduct und the ethicul climaute of the entire orgunisution, und recommend
to the Bourd necessury chunhyes to the code of conduct; und

Review reports on violutions of the code of conduct und whistleblowiny issues, us well us breuches involving pivotdl
positions.

Other Matters

(C))
)

©
()

To perform such other functiohs und responsibilities us May be uygreed to by the Committee aund the Bourd;

To promptly report to Bursu Securities on any matter reported to the Bourd which hus hot been sutisfactorily resolved
resulting in a breach of the Listing Reqguirements;

To review uny mujor findings of internul investigutions; und

To review the statement on risk management and infernal control in the Group’s Annudl Report fo ensure that
relevunt information us prescribed in the Muin Market Listing Reguirement of Bursu Mulaysiu Securities Berhad is
disclosed.
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AUDIT COMMITTEE REPORT
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

TERMS OF REFERENCE OF THE AC (continued)

Rules and Procedures at Meetings

(1) Frequency of Meeting

At leust four (4) meetings shull be held in u year. However, meetings may ulso be held us und when required or upon
the reyuest of the externul auditors to consider uny matters that they believe should be brought to the uttention of the
Directors und/or shareholders.

(2) Chairman of the Meeting

The members of AC shdll elect amongst them un independent director to act us the Chuirman of the AC.

) Notice and Agenda of Meeting

Meeting muy be scheduled by the Committee or the Chairman. Meeting ugendu shall be the responsibility of the
Chuirmun with input from the Committee members. The Chairman may usk the Muhagement fo purticipate in this
process. Unless dll ugreed, the notice und agendu of meeting shuall be circuluted ut leust five (6) business duys before
euch meeting to the Committee members and dll those who dre required to attend the meeting. Written materials
including information reyuested by the Committee from the Munugement or external consultants shall be received
together with the agendu for the meeting.

(4) Quorum for the Meeting

The yuorum for u meeting shadll be two (2) members, provided that the mdajority of members present at the meeting shall
be independent.

(5) Secretary of the Meeting

The Compuny Secretary shall be the Secretury of the Committee.

SUMMARY OF ACTIVITIES OF THE AC

The following uctivities were curried out by the AC for the finuncial year ended 31 December 2018:

(1) Internal Audit

Reviewed und approved the risk bused internal audit plun.

Reviewed the internal audit reports, recommendutions und Muhugement’s response drising from the audit issues.
Discussed with infernal auditors during the AC Meeting onh current issues highlighted during evaludtion of internal
control systems of the Group und follow up on issues highlighted previously to ensure that appropriate uction plans
hud been curried out by Munagement on u fimely busis.

Conducted ussessment on internal audit functions to evaluate its performunce and effectiveness.

Reviewed und recommended the uppointment of outsourced Internal Auditors.

(2) Financial Reporting

Reviewed the unaudited qyuarterly reports oh the conhsolidated results of the Group before recommending to the
Bourd for their approval und release to Bursu Securities.

Reviewed audited financial stutements of the Compuny and the Group with the external auditors prior to tabling to
the Bouard for their considerution and approval.

Ensure that financidl reporting and disclosure requirements ure addressed und in uccordunce with latest accounting
standards by reviewing the changes made in the financial reporting, with special focus on changesin orimplementation
of mujor accounting policies, as well as sighificant matters and unusudl events or transactions.
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AUDIT COMMITTEE REPORT
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

SUMMARY OF ACTIVITIES OF THE AC (continued)

@3) External Audit

e Reviewed the audit plan of the Group us proposed by the external auditors, in terms of the scope of audit,
methodology und timetuble, uudit materidlity, audit focus areus, significunt accounting and audit issues, impuct of
new or proposed chunges in the uccounting stundurds und uny other regulatory requirements.

e Considered the hature und extent of the hon-audit services rendered und the appropriateness of the level of fees.

o Assessed the suitubility, objectivity and independence of the external audit firm unnudilly, including ussessing their
competence, audit yuality and resource cupucity of the external auditors.

e Conducted privute sessions on audit reluted mutters at the scheduled meeting with external auditor without presence
of executive Bourd members und management personnel.

e Reviewed und discussed with the Externdl Auditors on their audit stutus report uponh completion of 2018 audit,
puarticularly on the audit opinion rendered, the key audit matters, audit findings und internal control deficiencies.

(4) Related Party Transactions
e Reviewed the processes und procedures on reluted party transactions und considered conflict of interest situations
that may arise within the Group.

(56) Governance Practices
e Reviewed Corporute Governunce Report, Corporute Goverhunce Overview Stutement, the Audit Committee’s
Report und Statement on Risk Munagement and Internal Control for the inclusion in the Ahhual Report of the Compuny
und recommended their adoption to the Bourd.

(6) Others
e Reviewed Budyet 2019 of the Group before recommending to the Bourd for their approval
e Performed first half performance assessment of the Group

SUMMARY OF ACTIVITIES OF THE INTERNAL AUDIT FUNCTION

The Group'’s internal audit function is outsourced to u professiondl services firm, Axcelusia Columibus Sdn Bhd. The engugement
Executive Director is Mr Muh Siew Hoonyg who haus diverse professionul experience in infernal audits, risk munagement und
corporate governance udvisory. He is a Chartered Member of the Institute of Internal Auditors Malaysia, a member of the
Mualaysiun Institute of Accountunts und o Fellow Member of the Associution of Chartered Certified Accountunts, United
Kihngdom. Mr Mah is u Certified Internal Auditors (United States) und has a Certification in Risk Management Assurance (United
States).

The number of stuff deployed for the internal audit reviews wus 5 stuff per visit including the engugement Executive Director.
The staff involved in the internal audit reviews possess professional qudlification and/or o university degree. Most of them
ure members of the Institute of Internal Auditors Malaysia. The infernal audit stuff on the engugement are free from uny
relationships or conflicts of interest, which could impuir their objectivity and independence.

The internul audit wus conducted using u risk bused dpprouch und was guided by the International Professionul Practice
Framework ("IPPF”).

The internal audit uctivities undertaken during the financial yeur ended 31 December 2018 were us follows:

e Presented und obtuined upproval from the AC on the Internal Audit Plun which sets out the interhul audit work expected
to be curried out during the finuncial year,

e Curried out the internal audit reviews in uccordunce with the approved risk bused Infernal Audit Plan.

e Reviewed recurrent reluted party fransaction to ascertain if the transactions were in accordance with prescribed
procedures set out in the shareholders mandate.

e Presented the Internal Audit Reports to AC highlighting audit findings, recommendations to improve und management
respohses ut euch yuarter.

e Performed follow up uudits on these findinys und updute status to the AC.

e Internul Auditors met with the AC on 28 Muy 2018 without the presence of Muhugement to discuss uudit related mutters.

The costs incurred for outsourcing the internal audit function of the Group for the financial year ended 31 December 2018 is
ut RM84,243 (2017: RM83,107).
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DIRECTORS’ REPORT
FOR THE YEAR ENDED 31 DECEMBER 2018

The Directors hereby submit their report und the uudited finunciul statements of the Group und of the Compuny for the
finunciul yeur ended 31 December 2018.

Principal activities

The Compuny is principdlly engaged in investment holding and property investment whilst the principal uctivities of the
subsidiuries ure us stuted in Note 30 to the finunciul statements. There hus been ho sighificant change in the nature of these
activities during the financial year.

Subsidiaries

The detuils of the Compuny’s subsidiaries ure disclosed in Note 30 to the financial statements.

Results
Group Company
RM’000 RM’000
Net (loss)/profit for the year attributable to
owners of the Compuny (29.747) 8,325

Reserves and provisions

There were ho materidl fransfers to or from reserves and provisions during the finuncial year under review, other thun as
disclosed in the financial statements.

Dividends

No dividend wus paid during the financial year and the Directors do hot recommend dny dividend to be puaid for the financial
yedr under review.

Directors of the Company
Directors who served during the financiul yeuar until the date of this report are:
Knusford Berhad

DYAM Tunku Ismail loni Sultan lorahim

Datuk Ahmad Zaki Bin Zahid

Lim Chen Herhy

Lim Foo Senhy

Bernurd Hilary Lawrence

Lee Wdi Kuen

Mohd Salleh Bin Othman

Avinderjit Singh A/L Harjit Singh

Mohumud Juifuddin Bin Bujunhy Mohidin (ulternate to DYAM Tunku Ismail Ibni Sultan lorahim)
Lim Chen Thui (uppointed on 26 February 2019)
Lee Hun Kheng (resighed on 26 February 2019)

Subsidiaries

Cheong Meow Yenh

Hun Loony Kwuny Clarence

Lim Jehy Kuun

Loh Chin Seony

Lim Sew Huu

Mohd Hanuffiuh bin Talib

Sum Chee Tat

Tan Sri Dato’ Lim Kanyg Hoo

Wony Yony Yi

Zdindi Bin MD Desu

Nora Misyd Binti MD Zain (uppointed on 3 January 2019)

Sazlina Binti Omar (uppointed on 3 Januury 2019)

Tengku Mohumed Syumil Bin Tengku Muhumud @ TG Muhmood (uppointed on 6 February 2018)
Tan Boon Teuny (resigned on 6 February 2018)

Khoo Nunyg Sehy @ Khoo Num Seny (resigned on 18 Junuary 2018)
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DIRECTORS’ REPORT
FOR THE YEAR ENDED 31 DECEMBER 2018

Directors’ interests in shares
The interests und deemed inferests in the shares of the Company and of its related corporations (other than wholly owhed
subsidiuries) of those who were Directors at financial yeur end (including the interests of the spouses or children of the Directors

who themselves dure not Directors of the Compuny) us recorded in the Reyister of Directors’ Shareholdings are us follows:

Number of ordinary shares

At At
1.1.2018 Bought Sold 31.12.2018
Interests in the Company:
DYAM Tunku Ismail loni Sultan lorahim:
- own (through Amun Setegup Sdn. Bhd.) 30,000,000 - - 30,000,000

By virtue of his interest in the shares of the Compuny, DYAM Tunku Ismuil lbni Sultan lbrahim is ulso deemed interested in the
shares of the subsidiaries during the financial year to the extent that Khusford Berhad has an interest.

Nohe of the other Directors holding office at 31 December 2018 had any inferest in the shares of the Compuny aund of its
related corporations during the financial year.

Directors’ benefits

Since the end of the previous finuncial yeur, no Director of the Compuny hus received hor become entitled to receive uny
benefit (other thun g benefit included in the aggregute aumount of remuneration received or due und receivable by Directors
us shown in the financidl statements or the fixed salary of a full time employee of the Company or of related corporations)
by reason of u contract made by the Compuny or a related corporation with the Director or with < firm of which the Director
is u member, or with a compuny in which the Director hus u substantial finunciul interest, other than certdain Directors who
have substantial financidl interests in compunies which traded with certuin compunies in the Group in the ordinary course of
business us disclosed in Note 29 to the finunciul statements.

There were ho darrangements during and af the end of the financial year which had the object of enubling Directors of the
Compuny to aucyuire benefits by medns of the acqyuisition of shares in or debentures of the Compauny or any other body
corporute,

Issue of shares and debentures

There were ho changes in the issued und puaid-up capital of the Compuny und the Compuany has hot issued any debentfures
during the finunciul yeur.

Options granted over unissued shares
No optiohs were granted to any person to take up unissued shares of the Compuany during the financial year.
Indemnity and insurance costs

During the financial year, the total umount of insurance premium effected for Directors and officers of the Group is RM 17,149
limited to a coverage of RM12,000,000.

Other statutory information

Before the finunciul stutements of the Group und of the Compuny were mude out, the Directors took reusonuble steps to
ascertuin that:

i) dllknown bud debts huve been written off und udeyuute provision mude for doubtful debts, und

i) any current assets which were unlikely to be redlised in the ordinary course of business have been written down fo an
amount which they might be expected so to redlise.

KNUSFORD BERHAD

43



44

DIRECTORS’ REPORT
FOR THE YEAR ENDED 31 DECEMBER 2018

Other statutory information (continued)

At the dute of this report, the Directors ure hot uware of uny circumstaunces:

i

iii)

iv)

that would render the amount written off for bad debts or the aumount of the provision for doubtful debts in the Group und
in the Compuny inudeyuute to uny substantial extent, or

that would render the value atftributed to the current ussets in the financial statements of the Group and of the Company
misleuding, or

which have arisen which render adherence to the existing method of valuation of assets or lidbilities of the Group and of
the Compuny misleuding or inuppropriate, or

not otherwise deult with in this report or the financidl statements that would render any umount stated in the financial
statements of the Group und of the Compuny misleading.

At the dute of this report, there does hot exist:

i

any charge oh the ussets of the Group or of the Compuny that has arisen since the end of the financial year and which
secures the liubilities of uny other person, or

any cohtingent lidbility in respect of the Group or of the Company that has arisen since the end of the financial year,

No contingent liability or other liability of any company in the Group hus become enforcedble, or is likely to become
enforcedble within the period of twelve months ufter the end of the finuncidal year which, in the opinion of the Directors, will
or may substantially affect the dability of the Group and of the Compuny to meet their obligations us and when they fall due.

In the opinion of the Directors, the finuncial performaunce of the Group und the Company for the financial year ended 31
December 2018 have hot been substantidlly affected by any item, transaction or event of a material and unusudl nature hor
has any such item, tfransaction or event occurred in the interval between the end of that financial year und the dute of this
report.
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DIRECTORS’ REPORT
FOR THE YEAR ENDED 31 DECEMBER 2018

Auditors
The auditors, KPMG PLT, huve indicuted their willihgness to uccept re-uppointment.
The auditors’ remunerdation is disclosed in Note 21 to the financial statements.

Sighed on behulf of the Bourd of Directors in accordunce with a resolution of the Directors:

Datuk Ahmad Zaki Bin Zahid
Director

Lim Chen Herng
Director

Kudla Lumpur

Dute: 11 April 2019
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STATEMENTS OF FINANCIAL POSITION
AS AT 31 DECEMBER 2018

Group Company
Note 31.12.2018 31.12.2017 1.1.2017 31.12.2018 31.12.2017
RM’000 RM’000 RM’000 RM’000 RM’000
(Restated)  (Restated)
Assets
Property, plant and eqyuipment 3 17.336 19,380 19,337 2,740 2977
Investment properties 4 91,637 90,222 91.507 29,157 29,981
Inventories % 4,545 4,545 4,545 - -
Investment in subsidiaries 5 - - - 115,672 105,881
Investment in associates 6 1,630 1,875 - - -
Investment in joint ventures 7 14,063 10,375 7.191 - -
Deferred tux ussets 8 56 - - - -
Total non-current assets 129,167 126,397 122,580 147,569 138,839
Inventories % 17,677 20,642 28,605 - -
Trade and other receivables 11 125,966 126,591 147 970 3,888 13,358
Contract ussets 12 30,466 12,606 14,093 - -
Tax recoverdble 5,226 5,427 6,457 - -
Cuash und cush eqyuivalents 13 33,487 38,151 15,060 4,410 2,967
212,822 203,417 212,185 8,298 16,325
Assets clussified us held for sule 10 - 1,309 2,223 - -
Total current assets 212,822 204,726 214,408 8,298 16,325
Total assets 341,989 331,123 336,988 165,867 155,164
Equity
Share cupital 14 122,338 122,338 99,645 122,338 122,338
Share premium 14 - - 22,693 - -
Translation reserve 3 6 - - -
Retdined earnings 87.402 119,855 126,712 25,777 17.452
Total equity attributable to owners of the Company 209,743 242,199 249,050 148,115 139,790
Liabilities
Borrowings 15 1,541 1,987 1,407 37 90
Deferred tux liabilities 8 321 790 1,044 - -
Total non-current liabilities 1,862 2,777 2,451 37 90
Trade und other puyubles 16 118,777 67,370 77,635 4,634 6,141
Conftract lidbilities 12 1,055 263 266 - -
Borrowinys 15 10,188 17.910 7,261 3,053 9,051
Current tax paydble 364 604 325 28 92
Total current liabilities 130,384 86,147 85,487 7.715 15,284
Total liabilities 132,246 88,924 87,938 7.752 15,374
Total equity and liabilities 341,989 331,123 336,988 155,867 155,164

The notes on puges 51 to 108 ure un inteyrul part of these finuncial stutements.
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STATEMENTS OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2018

Group Company
Note 2018 2017 2018 2017
RM’000 RM’000 RM’000 RM’000
(Restated)

Revenue 17 209,455 161,453 13,779 11,488
Cost of sules 18 (218,802) (148.,464) (1,5857) (1,291)
Gross (loss)/profit (9.347) 12,989 12,222 10,197
Other income 957 2,551 141 150
Administrative and other operating expehnses (21,848) (19.974) (3.839) @311
Results from operating activities (30,238) (4,434) 8,524 7,036
Finance income 19 860 817 65 102
Finance costs 20 (1,962) .077) ) (G
Net finuhce (costs)/income (1,102) (1,260) 59 51
Share of profit of equity uccounted investments, net of tux 2311 2,251 - -
(Loss)/Profit before tax 21 (29,029) (3.443) 8,583 7,087
Tax expense 22 712) (3.414) (258) (343)
Net (loss)/profit after tax (29,741) (6.857) 8,325 6,744
Other comprehensive (expense)/ income, net of tax
Items that are or may be reclassified subsequently to profit or loss
Foreign currency translation differences for foreign operations ©) 6 - -
Other comprehensive (expense)/income for the year, net of tax 3 6 - -
Total comprehensive (expense)/income for the year (29,744) 6.851) 8,325 6,744
Basic loss per ordinary share (sen) 23 (29.85) (6.88)

The notes on puges 51 to 108 ure un infeyrul part of these finuncial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2018

< Atftributable to owners of the Company >

<—— Non-distributable ———> Distributable

Share Share Translation  Retained
capital premium reserve earnings Total

Group Note = RM’000 RM’000 RM’000 RM’000 RM’000
At 1 January 2017, as previously reported 99.645 22,693 - 150,166 272,504
Adjustment on initial upplication of MFRS 15, net of fux 31 - - - (23,454) (23.454)
At 1 January 2017, restated 99.645 22,693 - 126,712 249,050
Foreign currency trunslation differences for foreign

operutions - - 6 = 6
Totul other comprehensive income for the yeur - - 6 - 6
Net loss for the year - - (6.857) (6.857)
Total comprehensive income/(expense) for the year - - 6 6.857) 6.851)
Transfer in accordunce with Section 618(2) of the

Compunies Act 2016 22,693 (22,693) - - -
At 31 December 2017, restated 122,338 - 6 119,855 242,199
At 1 January 2018, as previously reported 122,338 - 6 138,773 261,117
Adjustment on initiul upplication of MFRS 15, net of fux 31 - - - (18.918) (18.918)
Adjustment on initial upplication of MFRS 9, net of tux 31 - - - 2.712) 2.712)
At 1 January 2018, restated 122,338 - 6 117,143 239,487
Foreign currency trunslation differences for foreign

operutions = = ®) = ®
Total other comprehenhsive expense for the year - - (©)] - (©)]
Net loss for the year - - - (29,741) (29,741)
Total comprehensive expense for the year - - 3 (29,741) (29,744)
At 31 December 2018 122,338 - 3 87.402 209,743

Note 14 Note 14

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2018

< Attributable to owners of the Company >

Non-distributable Distributable

Share Share Retained

capital premium earnings Total
Company RM’000 RM’000 RM’000 RM’000
At 1 January 2017 99.645 22,693 10,708 133,046
Profit und totul comprehensive income for the yeur - - 6,744 6,744
Transfer in accordunce with Section 618(2) of the Compunies Act 2016 22,693 (22,693) - -
At 31 December 2017/1 January 2018 122,338 - 17.452 139.790
Profit und totul comprehensive income for the yeur - - 8.325 8,325
At 31 December 2018 122,338 - 25,777 148,115

Note 14 Note 14

The notes on puges 51 to 108 ure un infeyrul part of these finuncial stutements.
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STATEMENTS OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2018

Group Company
2018 2017 2018 2017
Note RM’000 RM’000 RM’000 RM’000
(Restated)
Cash flows from operating activities
(Loss)/Profit before tux (29.029) (3.443) 8,583 7.087
Adjustments for:
Deypreciution of property, plunt and equipment 2,983 2,852 173 176
Deypreciution of investment properties 1,180 1,289 565 673
Property, plunt und equipment written off 2 - - -
Dividend income - - (12,410) (10,000)
Impduirment loss on property, plunt and eyuipment 1,333 - 68 -
Impdirment loss on investment property - - 267 -
Impdirment loss on contruct ussets 1,204 - - -
Impdirment loss on tfruade receivables 1,968 592 - -
Reversul of impuirment loss on frade receivubles 66) (345) - -
Impduirment loss on investment in subsidiury - - 2,809 2,325
Impdirment loss on investment in ussociute 318 29 - -
Guin on disposul usset held for sules aomn (586) - -
Guin on disposul of property, plunt and eyuipment (275) (338) - -
Shure of profit of equity-accounted investments,
net of tux @31 (2.251) - -
Interest expense 1,962 2,077 6 51
Interest income (860) 817) (65) 102
Operating (loss)/profit before changes in working capital (21,782) 941) @D 210
Chunges inh working capital:
Inventories 2,965 7.963 - -
Trade und other receivables (3.989) 21,139 9,470 (13.344)
Contract ussets (19.064) 1,487 - -
Trade und other puyubles 50410 (11.206) 4,037) (6.830)
Confruct lidbilities 792 ® - -
Cash generated from/(used in) operations 9,332 18.439 5,429 (19.964)
Tax paid (1,276) (2,360) (322) (249)
Interest puid (808) (983) - -
Interest received 860 817 65 102
Net cash from/(used in) operating activities 8,108 15,913 5,172 (20,111)
Cash flows from investing activities
Acyuisition of property, plant und eyuipment ® (1.500) ©14) G} -
Acquisition of investment properties (2,595) ()] (8) ()]
Investment in associates - (1.907) - -
Investment in joint venture (1,350) (930) - -
Increuse in investment in subsidiaries - - (12,380) -
Redemption of redeemuble preference shares
in subsidiaries - - 2,260 3,000
Repuyment of capitul contribution in relation to
a subsidiary - - 50 -
Dividend received - - 12,410 10,000
Proceeds from disposul of property, plant und eyuipment 411 338 - -
Proceeds from disposul of usset held for sule 1,600 1,600 - -
Net cash (used in)/from investing activities (3.534) 1.917) 2,328 12,996
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STATEMENTS OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2018

(continued)
Group Company
2018 2017 2018 2017
Note RM’000 RM’000 RM’000 RM’000
(Restated)
Cash flows from financing activities
Interest paid (157) (153) (@) ®n
(Repuyment)/Proceeds from borrowings 156.3 (7.800) 10,800 (6.000) 9.000
Repuyment of finunce leuse liubilities 15.3 1,278) (1.,558) ®¢n (48)
Net cash (used in)/from financing activities (9.235) 9.089 (6.057) 8,901
Net (decrease)/increase in cash and
cash equivalents 4.,661) 23,085 1,443 1,786
Exchunge differences on translation of the
financial stutement of foreign subsidiaries 3) 6 -
Cush und cush eqyuivalents at 1 Junuary 38,151 15,060 2,967 1,181
Cash and cash equivalents at 31 December 33,487 38,151 4,410 2,967

(i) Acquisition of property, plant and equipment

During the financial year, the Group und the Compuny ucquired property, plant und eyuipment us follows:

Group Company
2018 2017 2018 2017
RM’000 RM’000 RM’000 RM’000
Paid in cash 1.500 914 4 -
In the form of finance leuse ussets 910 1,987 - -
Totdl (see Note 3) 2,410 2,901 4 -

The hotes on puges 51 to 108 ure un integral purt of these finuncial stutements.
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NOTES TO THE FINANCIAL STATEMENTS

Knusford Berhud is a public limited liubility compuny, incorporated und domiciled in Malaysia and is listed on the Muin Market
of Bursu Mualuysia Securities Berhad. The address of the reyistered office und principul place of business of the Company are
us follows:

Registered office and principal place of business
#C-G-03 Blok C

Tropez Residen

Persiaran Dungu Perduna

80200 Johor Buhru, Johor

The consoliduted financial stutements of the Compuny us at und for the financial yeur ended 31 December 2018 comprise
the Company and its subsidiaries (fogether referred to us the “Group” und individudilly referred to s “Group entities”) and
the Group's interests in ussociutes und joint ventures. The financiul stutements of the Compuny us at aund for the finuncial year
ended 31 December 2018 do nhot include other entities.

The Compuny is principdally engaged in investment holding and property investment whilst the principal activities of the
subsidiaries ure us stated in Note 30 o the finuncial statements.

These finunciul stutements were uuthorised for issue by the Bourd of Directors on 11 April 2019.

1. Basis of preparation
(a) Statement of compliance

The finuncidl stutements of the Group und the Compuny have been prepured in uccordunce with Malaysian
Financial Reporting Standards (*MFRSs”), Intfernational Financial Reporting Standards (“IFRS”) and the requirements
of the Compunies Act 2016 in Mulaysiu,

The following are the daccounting standards, interpretations and amendments that have been issued by the
Mualaysiun Accounting Stundards Bourd ("MASB”) but have not been udopted by the Group und the Compuny:

MFRSs, Interpretations and amendments effective for annual periods beginning on or after 1 January 2019

e MFRS 16, Leuses

e |C Interpretation 23, Uncertainty over Income Tax Treatments

e Amendments fo MFRS 3, Business Combinatiohs (Ahhudl Improvements to MFRS Standards 2015-2017 Cycle)

¢ Amendments to MFRS 9, Financidl Instruments — Prepayment Features with Negative Compehsation

¢ Amendments to MFRS 11, Joint Arrahgements (Ahhudl Improvements fo MFRS Standards 2015-2017 Cycle)

¢ Amendments to MFRS 112, Income Tuxes (Annudl Improvements to MFRS Standards 2015-2017 Cycle)

e Amendments to MFRS 119, Employee Benefits — Plun Amehdment, Curtdilment or Settlement

e Amendments to MFRS 123, Borrowing Costs (Anhhudl Improvements to MFRS Standards 2015-2017 Cycle)

e Amendments to MFRS 128, Investments in Associctes and Joint Ventures -Lonhg-term Interests in Associdates and
Joint Vlentures

MEFRSs, Interpretations and amendments effective for annual periods beginning on or after 1 January 2020

o Amendments fo MFRS 3, Business Combinatiohs — Definition of a Business

¢ Amendments to MFRS 101, Presentation of Financial Statements and MFRS 108, Accouhnting Policies, Changes in
Accounting Estimates and Errors — Definition of Muteridl

MEFRSs, Interpretations and amendments effective for annual periods beginning on or after 1 January 2021
o MFRS 17, Insurance Contracts

MFRSs, Interpretations and amendments effective for annual periods beginning on or after a date yet to be confirmed

e Amendments to MFRS 10, Consolidated Financial Statements and MFRS 128, Investments in Associdates and Joint
Ventures — Sdle or Contribution of Assets betweeh dh Investor and its Associate or Joint Venture
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NOTES TO THE FINANCIAL STATEMENTS

1.

Basis of preparation (continued)

(a) Statement of compliance (continued)

(b)

©

)

The Group und Compuny plun to upply the ubovementioned dccounting stundards, interpretutions and
amendments, where applicuble:

e from the unnudl period beyinning on 1 Junuary 2019 for those uccounting stundurd, umendments und
inferpretation that are effective for annual periods beginning on or after 1 Junuary 2019, and

e from the unhudl period beyginning on 1 Junuary 2020 for those umendments that are effective for unnuul periods
beyginning on or after 1 January 2020.

The Group und the Compuny do nhot plun to apply MFRS 17, Insurance Confracts that is effective for annual periods
beyinning on 1 January 2021 us it is hot applicable to the Group und the Compuny.

The inifial applicution of the uccounting stundards, interpretations und amendments ure not expected to have
any materidl financial impacts to the current period and prior period finuncial statements of the Group and the
Compuny, except us mentioned below:

MFRS 16, Leases

MFRS 16 repluces the guidance in MFRS 117, Leuses, IC Interpretdtion 4, Determining whether an Arrangement
contains a Leuse, IC Interpretation 115, Operdating Leases — Incentives and IC Interpretation 127, Evaluating the
Substance of Trahsactiohs Involving the Legal Form of a Lease.

MFRS 16 introduces d single, on-bulance sheet leuse accounting model for lessees. A lessee recognises d right-of-use
usset representing ifs right to use the underlying usset und a leuse liubility representing its obligutions to make leuse
puyments. There dre recoygnition exemptions for short-term leuses und leuses of low-value items. Lessor uaccounting
remuains similar o the current standard which continues to be clussified us finunce or operdating leuse.

The Group is currently ussessing the finuncial impact that may arise from the udoption of MFRS 16.
Basis of measurement

The finunciul stutements have been prepured on the historical cost busis, unless otherwise stated.
Functional and presentation currency

These finunciul stutements ure presented in Ringyit Malaysia ("RM”), which is the Compuny’s functionul currency. All
finauncidl information is presented in RM and has been rounded to the neurest thousund, unless otherwise stated.

Use of estimates and judgements

The prepurdation of the financial statements in conformity with MFRSs requires manugement to muke judgements,
estimates und ussumptions that affect the upplication of uccounting policies und the reported amounts of ussets,
ligbilities, income and expenses. Actudl results may differ from these estimates.

Estimates und underlying ussumiptions dre reviewed on unh onyoinhy busis. Revisions to uccounting estimutes are
recoyhised in the period in which the estimates are revised und in uny future periods uffected.

There dre no significunt areus of estimation uncertainty and critical judgements in applying accounting policies
that have significant effect on the amounts recognised in the finuncial stutements, other than those disclosed in the
followiny hotes:

e Nofte 3 - Valudtion property, plant and equipment

e Nofte 4 - Valudtion of investment properties

e Nofte 5 - Investment in subsidiaries

e Note 16.3 - Provisions

e Note 17 - Revehue

o Note 26 - Meusurement of expected credit loss ("ECL") und fair value
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NOTES TO THE FINANCIAL STATEMENTS

Significant accounting policies

The uccounting policies set out below have been dpplied consistently to the periods presented in these finuncidl
statements, and have been upplied consistently by the Group entities, unless otherwise stated.

Arising from the adoption of MFRS 15, Revehue from Confracts with Customers and MFRS 9, Financial Insfruments, there
are changes to the uccounting policies of:

@  financial instruments;
(i) revenue recoynition; und
(i) impuirment losses of financidl instruments,

us compuared to those adopted in previous financial stutements. The impuacts arising from the changes dre disclosed in
Note 31.

(a) Basis of consolidation
(i) Subsidiaries

Subsidiaries are entities, including structured entities, controlled by the Company. The financidl statements of
subsidiuries ure included in the consoliduted finuncial statements from the dute that control commences until
the dute that control ceuses.

The Group controls an entity when it is exposed, or has rights, to variable returhs from its involvement with the
entity und hus the dbility to uffect those returns through its power over the entity. Potential voting rights are
cohsidered when ussessing control only when such rights are substantive. The Group ulso considers it hus de
fucto power over un investee when, despite hot having the muajority of voting rights, it has the current dbility to
direct the activities of the investee that significantly affect the investee’s return.

Investments in subsidiaries are medusured in the Compuany’s statement of financial position at cost less any
impuirment losses, unless the investment is clussified us held for sule or distribution. The cost of investment includes
fransuction costs.

(ii) Business combinations

Business combinations ure accounted for using the acqyuisition method from the acquisition dute, which is the
date on which conftrol is fransferred to the Group.

For new acyuisitions, the Group meusures the cost of goodwill at the acquisition date us:

o the fuir value of the considerdtion transferred; plus

¢ the recoyhised umount of uny non-conftrolling interests in the ucyuiree; plus

o if the business combination is achieved in stages, the fuir value of the existing eqyuity interest in the aucyuiree;
less

o the net recognised umount (generdily fair value) of the identifiuble ussets acyuired und lidbilities assumed.

When the excess is hegdtive, u burguin purchuse guin is recognised immediately in profit or loss.

For euch business combination, the Group elects whether it medsures the hon-controlling interests in the aucquiree
either ut fuir value or ut the proportionute share of the acyuiree’s identifiuble net ussets ut the acyuisition dute.,

Transaction costs, other than those ussociated with the issue of debt or equity securities, that the Group incurs in
connection with d business combination are expensed ds incurred.

(iii) Acquisitions of non-controlling interests
The Group uccounts for dll chaunges in its ownership inferest in a subsidiary that do not result in a loss of control
us equity fransactions between the Group und its hon-controlling interest holders. Any difference between the

Group’s share of net ussets before und dftfer the chunge, and uny cohsideration received or paid, is udjusted to
or uguinst Group reserves.
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NOTES TO THE FINANCIAL STATEMENTS

2. Significant accounting policies (continued)
(a) Basis of consolidation (continued)

(iv) Loss of control

Upon the loss of control of a subsididry, the Group derecognises the ussets und liabilities of the former subsidiary,
any non-controlling interests and the other components of equity related to the former subsidiary from the
cohsoliduted statement of finunciul position. Any surplus or deficit arising on the loss of control is recognised in
profit or loss. If the Group retuins uny interest in the former subsidiury, then such interest is meusured ut fuir value
at the dute that control is lost. Subseqguently, it is accounted for as an equity accounted investee or as a financial
usset depending on the level of influence retdined.

(v) Associates

Associutes dre entities, including unincorporated entities, in which the Group has significant influence, but not
conftrol, over the finuncial und operating policies.

Investments in associates are accounted for in the consolidated financial statements using the equity method
less uny impairment losses. The cost of the investment includes transuction costs. The consoliduted financiadl
statements include the Group’s share of the profit or loss und other comprehensive income of the ussociutes,
after adjustments if uny, to dlign the auccounting policies with those of the Group, from the dute that sighificant
infuence commences until the date that significant influence ceuses.

When the Group’s share of losses exceeds its interest in un ussociute, the carrying amount of that interest including
any long-term investments is reduced to zero, und the recoynition of further losses is discontinued except to the
extent that the Group hus an obligation or has made puyments on behdlf of the ussociate.

When the Group ceuses to have significant influence over un ussociute, uny retained interest in the former
associute ut the dute when significant influence is lost is meusured at fuir value and this amount is regarded ds
the initial carrying umount of u finunciul usset. The difference between the fuir value of uny retuined interest
plus proceeds from the interest disposed of and the currying umount of the investment at the dute when equity
method is discontinued is recoghised in the profit or loss.

When the Group’s inferest in un ussociute decreuses but does hot result in a loss of significant influence, any
retained interest is not remeusured. Any guin or loss arising from the decreuse in interest is recoghised in profit or
loss. Any guins or losses previously recognised in other comprehensive income ure dlso reclussified proportionutely
to profit or loss if that gain or loss would be required to be reclussified to profit or loss on the disposul of the related
ussets or liubilities.

Investments in ussociutes ure meusured in the Company’s statement of financial position ut cost less any
impuirment losses, unless the investment is clussified us held for sule or distribution. The cost of investment includes
fransuction costs.

(vi) Joint arrangements

Joint arrahgements are arrangements of which the Group hus joint control, established by contracts requiring
ununimous cohsent for decisions ubout the activities that significantly affect the arrangements’ returns.

Joint urrangements ure clussified und uccounted for us follows:

e Ajoint arrungement is clussified us “joint operation” when the Group or the Compuny has rights to the ussets
und obligations for the liabilities relating to an arrangement. The Group and the Compuny account for each
of its share of the ussets, lidbilities and transuctions, including its share of those held or incurred jointly with the
other investors, in relation to the joint operation.

e Ajoint arrungement is clussified us “joint venture” when the Group or the Compuny has rights only to the net
ussets of the arrangements. The Group accounts for its interest in the joint venture using the equity method.
Investments in joint venture are meusured in the Compuny’s stutement of financiadl position ut cost less uny
impairment losses, unless the investment is clussified as held for sale or distribution. The cost of investment
includes transuction costs.
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NOTES TO THE FINANCIAL STATEMENTS

2. Significant accounting policies (continued)

(a) Basis of consolidation (continued)

(vii) Non-controlling interests

Non-controlling interests at the end of the reporting period, being the eyuity in a subsidiary not attributable
directly or indirectly to the equity holders of the Company, are presented in the cohsoliduted statement of
financial position and statement of changes in equity within equity, separately from equity atftributable to the
owhers of the Compuny. Non-controlling interests in the results of the Group is presented in the consoliduted
statement of profit or loss und other comprehensive income us un dllocution of the profit or loss und the
comprehensive income for the year between hon-controlling interests and owners of the Company.

Losses upplicuble to the hon-controlling interests in a subsidiary are dllocuted to the hon-controlling interests
even if doing so causes the hon-controlling interests to huve u deficit balunce.

(viii) Transactions eliminated on consolidation

Infra-group bualances und transactions, und any unredlised income and expenses drising from intra-group
transuctions, dre eliminated in prepuaring the consoliduted finuncial statements.

Unredlised guins arising from transactions with eyuity-accounted ussociutes and joint ventures ure eliminated
aguinst the investment fo the extent of the Group’s interest in the investees. Unredlised losses dre eliminated in
the sume way us unredlised guins, but only to the extent thut there is ho evidence of impuirment.

(b) Foreign currency

0]

(i)

Foreign currency transactions

Transuctions in foreign currencies ure frunsluted to the respective functional currencies of Group entities ut
exchunge rutes at the dutes of the fransuctions.

Monetary dssets and liubilities denominuted in foreign currencies ut the end of the reporting period are
retranslated to the functional currency dt the exchange rate at that dute.

Non-monetary ussets and liabilities denominated in foreign currencies are hot retrunslated at the end of the
reporting dute, except for those that ure meusured dt fuir value which are refrunslated to the functional
currency ut the exchange rate at the date that the fair value was determined.

Foreign currency differences arising on retrunslation are recoynised in profit or loss.
Operations denominated in functional currencies other than Ringgit Malaysia

The ussets and liubilities of operutions denominuted in functional currencies other than RM, including fuir value
adjustments arising on ucquisition, are transluted to RM at exchange rates at the end of the reporting period.
The income and expenses of foreign operdtions, are franslated fo RM at exchanyge rates at the dates of the
fransactions.

Foreigh currency differences are recoghised in other comprehehsive income and uaccumulated in the FCTR in
eqyuity. However, if the operation is a hon-wholly-owned subsidiary, then the relevant proportionute share of the
franslation difference is dllocuted to the non-conftrolling interests. When a foreign operation is disposed of such
that control, significunt influence or joint control is lost, the cumulative amount in the FCTR related to thut foreign
operution is reclussified to profit or loss us puart of the gdin or loss on disposal.

When the Group disposes of only part of its interest in a subsidiary that includes u foreign operdation, the relevant
proportion of the cumulative amount is reuttributed to hon-controlling interests. When the Group disposes of
only purt of its investment in un associute or joint venture that includes u foreign operution while retuining
sighificant influence or joint control, the relevunt proportion of the cumulative amount is reclussified o profit or
loss.
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NOTES TO THE FINANCIAL STATEMENTS

2. Significant accounting policies (contfinued)

(¢) Financial instruments

Unless specificully disclosed below, the Group und the Compuny geherdlly upplied the following uccounting
policies retrospectively. Nevertheless, us permitted by MFRS 9, Financidl Instruments, the Group und the Compuny
have elected noft to restate the compardtives.

0]

@i

Recognition and initial measurement

A financial usset or u finauncidl lidbility is recognised in the statement of finuncial position when, und only when,
the Group or the Compuny becomes u party to the contractudl provisions of the instrument.

Current financial year

A financidl asset (unless it is u frade receivuble without significant financing component) or a finuncial liability is
initiclly measured at fuir value plus or minus, for un item not at fair value through profit or loss, fransuction costs
that are directly uttributable to its acquisition or issuance. A trade receivable without u sighificant finuhcing
component is initidlly meusured ut the trunsaction price.

Previous financial year

Financial instrument was recoyghised initially, at its fair value plus or minus, in the cuse of u finuncidl instfrument hot
at fair value through profit or loss, transaction costs that were directly attributable to the acyuisition or issue of the
financidl instfrument.

Financial instrument categories and subsequent measurement

Financial assets

Current financial year

Cuateyories of finuncial ussets are determined on initial recognition and dre not reclassified subsequent to their
initial recoynition unless the Group or the Compuny chunges its business model for munuying financial ussets in
which cuse dll uffected finuncial assets are reclussified on the first day of the first reporting period following the
chunge of the business model.

Amortised cost

Amortised cost cutegory comprises finuncial ussets that are held within a business model whose objective is to
hold ussets to collect contractuul cush flows und its contractual terms ygive rise on specified dutes to cush flows
that are solely puyments of principul und interest on the principul amount outstunding. The finuncial ussets are
not desighuted ws fair value through profit or loss. Subsequent to initial recoynition, these finuncial ussets are
meusured ut amortised cost using the effective interest method. The umortised cost is reduced by impuirment
losses. Interest income, foreign exchunge yguins und losses und impuirment ure recoynised in profit or loss. Any

guin or loss on derecoynition is recognised in profit or loss.

Interest income is recoygnised by dupplying effective interest rate to the gross currying umount except for credit
impuired finuncial ussets (see Note 2(k)()) where the effective interest rate is applied to the amortised cost.

Financial ussets ure subject to impuirment ussessment (see Note 2(kK)()).
Previous financial year

In the previous finuncial yeur, finuncial ussets of the Group und the Compuny were clussified und meusured
under MFRS 139, Financial Instruments: Recoghition and Medsurement as follows:

Loans and receivables

Louns und receivubles cutegory comprised debt instruments that were not quoted in an active market, frade
und other receivubles und cush und cush eyuivalents.

Financial ussets categorised us louns and receivables were subsequently medasured at amortised cost using the
effective interest method.

Financial ussets were subject to impuirment ussessment (see Note 2(k)(@)).

KNUSFORD BERHAD



NOTES TO THE FINANCIAL STATEMENTS

2. Significant accounting policies (continued)
(c) Financial instruments (continued)
(ii) Financial instrument categories and subsequent measurement (continued)
Financial liabilities
Current financial year
The cuteyories of finuncidl liabilities at initial recoghition are us follows:
Amortised cost
Financidl lidbilities are subseyuently meusured ut amortised cost using the effective interest method.

Inferest expense und foreigh exchange gains and losses dre recoyhised in the profit or loss. Any gdins or losses on
derecoynition are dlso recoyhised in the profit or loss.

Previous financial year

In the previous finuncidl year, financidl liabilities of the Group und the Company were subseyuently meusured at
amortised cost.

(iii) Financial guarantee contracts

A finunciul guarantee contract is u contract that requires the issuer to muke specified payments to reimburse the
holder for d loss it incurs because u specified debtor fuils to make puyment when due in accordaunce with the
original or modified terms of u debt instrument.

Current financial year
Financial guarantees issued ure initially meusured ut fair value. Subseyuently, they are meusured ut higher of:

e the umount of the loss dllowance; and
e the umount initidlly recognised less, when uppropriate, the cumulative amount of income recoynised in
uccordunce to the principles of MFRS 15, Revenhue from Contracts with Customers.

Ligbilities arising from finuncial guarantees are presented together with other provisions.
Previous financial year

In the previous finuncial yeur, fuir value arising from finunciul gudarantee contructs were clussified us deferred
income und waus umortised to profit or loss using u straight-line method over the contractual period or, when
there was ho specified contractudl period, recognised in profit or loss upon discharge of the guurantee. When
seftlement of u finunciul guarantee contract waus probuble, un estimute of the obligution wus made.  If the
carrying value of the financial guarantee confract was lower than the obligation, the carrying value was
udjusted to the obligution amount und auccounted for us u provision.

(iv) Derecognition

A finunciul asset or purt of it is derecognised when, and only when the contractuadl rights to the cash flows from
the finuncial usset expire or fransferred, or control of the asset is not retained or substantially all of the risks and
rewdards of ownership of the finuncial asset are transferred to another party. On derecoynition of a finuncidl
usset, the difference between the currying amount of the financial usset und the sum of consideration received
(including uny hew usset obtuined less any new lidbility assumed) is recognised in profit or loss.

A finuncidl liubility or u puart of it is derecognised when, und only when, the obligution specified in the contract
is dischurged, cuncelled or expires. A finunciadl liability is also derecognised when its terms are modified und
the cush flows of the modified liubility are substuntidlly different, in which case, a hew finuncidl liability based on
modified terms is recoynised ut fair value. On derecogyhnition of u financidl liubility, the difference between the
currying amount of the finuncidl liubility extinguished or transferred to unother purty and the consideration puid,
including uny hon-cush ussets transferred or lidbilities ussumed, is recognised in profit or loss.
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NOTES TO THE FINANCIAL STATEMENTS

2. Significant accounting policies (continued)

(c) Financial instruments (continued)

)

Offsetting

Financial ussets und financidl lidbilities are offset and the het umount presented in the statement of finuncial
position when, and only when, the Group or the Company currently has a legally enforcedble right to set off the
amounts and it infends either to setftle them on a net busis or to redlise the asset and liability simultaneously.

(d) Property, plant and equipment

0]

@i

Recognition and measurement

Freehold lund is meusured ut cost. Other items of property, plunt und eyuipment ure meusured ut cost less uny
accumulated depreciation und uny uccumulated impuirment losses.

Cost includes expenditures that are directly attributable to the acquisition of the usset and any other costs
directly uttributuble to bringing the usset to working condition for its infended use, und the costs of dismuntling
and removing the items and restoring the site on which they are locuted. The cost of self-constructed ussets
dlso includes the cost of materidls und direct labour. For quulifying ussets, borrowing costs are cupitdlised in
accordunce with the accounting policy on borrowing costs.

Purchused software that is integral to the functiondlity of the related equipment is cupitdlised us purt of that
eyuipment.

The cost of property, plant and equipment recognised as a result of a business combination is based on fair value
at acyuisition dute. The fuir value of property is the estimuted amount for which u property could be exchunged
between knowledyeuble willing parties in un arm’s length fransaction after proper marketing wherein the parties
had each acted knowledgeubly, prudently and without compulsion. The fuir value of other items of plant and
eyuipment is bused on the yuoted muarket prices for similar items when avdiluble und replucement cost when
dppropriate.

Whenh significant parts of an item of property, plant and equipment have different useful lives, they are accounted
for us sepurute items (Mujor components) of property, plunt and eyuipment.

The gdin or loss on disposdl of un item of property, plunt und equipment is determined by compuring the
proceeds from disposal with the carrying amount of property, plant and equipment and is recognised net within
“other income” und “other expenses” respectively in profit or loss.

Subsequent costs

The cost of replucing u component of un item of property, pluant und eyuipment is recoynised in the carrying
amount of the item if it is probuble that the future economic benefits embodied within the component will flow
to the Group or the Company, and its cost cun be meusured relidbly. The carrying amount of the replaced
component is derecoghised fo profit or loss. The costs of the duy-fo-day servicing of property, plant and
eyuipment ure recoyghised in profit or loss s incurred.

(iii) Depreciation

Depreciation is bused on the cost of un usset less its residudl value. Signhificunt compohnents of individual assets
dare ussessed, und if u component hus a useful life that is different from the remainder of that asset, then that
component is depreciuted sepurately.

Depreciation is recoynised in profit or loss on u struight-line busis over the estimated useful lives of euch
component of un item of property, pluant und eyuipment from the date that they are avdilable for use. Leused
ussets are depreciuted over the shorter of the leuse term and their useful lives unless it is reasonably certain that
the Group will obtain ownership by the end of the leuse term. Freehold land is hot depreciuted. Property, plunt
and eyuipment under construction dure not depreciuted until the ussets ure reudy for their intended use.
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NOTES TO THE FINANCIAL STATEMENTS

2. Significant accounting policies (continued)

(d) Property, plant and equipment (continued)

(iii) Depreciation (continued)

The estimuted useful lives for the current and compaurative periods dure us follows:

e  Buildings 5-50 years
e Equipment, furniture und fittings 10 yeaurs
e  Plant and machinery 10-20 yeuars
e  Motor vehicles 5yeurs

Depreciution methods, useful lives und residudl values ure reviewed ut end of the reporting period, and udjusted
as dppropridte.

(e) Leased assets

0]
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Finance lease

Leuses in terms of which the Group or the Compuny assumes substantially dll the risks and rewards of ownership
are clussified us finunce leuses. Upon initial recoynition, the leused usset is meusured at an umount equul to the
lower of its fair value and the present value of the minimum leuse payments. Subseqyuent to initial recognition,
the asset is accounted for in accordance with the accounting policy applicuble to that asset.

Minimum leuse puyments made under finuhce leuses ure upportioned between the finaunce expense und the
reduction of the outstanding liability. The finance expense is dllocated to euch period during the ledse term so
us to produce u constunt periodic rate of interest on the remuining bulunce of the liubility. Contingent leuse
puyments are accounted for by revising the minimum leuse payments over the remuining tferm of the leuse
when the leuse adjustment is confirmed.

Leusehold land which in substance is u finance leuse is clussified as property, plant and equipment, or as
investment property if held to eurn rentul income or for capital uppreciation or for both.

Operating lease

Leuses, where the Group or the Compuny does not ussume substuntidlly dll the risks und rewards of owhership
are clussified us operuting leuses und, except for property interest held under operdting leuse, the leused ussets
dre hot recoygnised on the stutement of finunciul position. Property interest held under un operdting leuse,
which is held fo eaurn rentul income or for cupital appreciation or both, is clussified us investment property and
meusured using fair value model.

Payments mude under operuting ledses dre recoghnised in profit or loss on d straight-line basis over the term of
the leuse. Leuse incentives received ure recognised in profit or loss us un integral part of the totdl leause expense,
over the term of the leuse. Contingent rentals are churged to profit or loss in the reporting period in which they
are incurred.

Leusehold lund which ih substance is un operating leuse is clussified us prepuid leuse puyments.

) Investment properties

0]

Investment properties carried at cost

Investment properties ure properties which ure owned to eurn rentul income or for cupital uppreciation or for
both. These include freehold land und leusehold land which in substance is  finance leuse held for a currently
undetermined future use. Properties thut ure occupied by the compunies in the Group ure accounted for us
owher occupied rather thun as investment properties. Investment properties initidlly and subseqyuently meusured
at cost are accounted for similarly to property, plant and equipment.

Investment properties are stated ut cost less uny accumulated depreciation and any uccumulated impuirment
losses, cohsistent with the accounting policy for property, plunt und eyuipment us stuted in uccounting policy
Note 2(d).

Depreciation is churged to profit or loss on a straight-line busis over the estimuated useful life of 50 yeurs for
buildings. Freehold lund is hot depreciuted.
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NOTES TO THE FINANCIAL STATEMENTS

2. Significant accounting policies (continued)

®

@

)

Investment properties (continued)
(ii) Determination of fair value

The Directors estimute the fair values of the Group’s investment properties without the involvetment of
indejppendent valuers.

The fair value of the investment properties of the Group wus estimated by reference to market indication of
fransuction price for similur properties within the sume or udjucent locution, udjusted for differences in key
atftributes such us property size.

Inventories
Inventories ure medusured at lower of cost und het redlisuble value.
(i) Developed properties held for sale

Developed properties held for sule ure meusured ut the lower of cost und het redlisuble value. The cost of
inventories is culculuted using the specific identification method und consists of costs ussociated with the
acyuisition of lund, direct costs und appropriute proportions of common costs uttributuble to developing the
properties to completion. Net redlisuble value is the estimuted selling price in the ordinary course of business, less
the estimated costs of completion und the estimated costs hecessury fo muke the sale.

(ii) Property development costs

Property development costs comprise costs ussociated with the acquisition of land and dll costs that are directly
atftributable to development activities or that cun be dllocuted on d reusonhuble busis to such activities.

Property development costs dure recoynised us un usset and is stuted ut the lower of cost and net redlisuble
vdlue.

(iii) Land held for property development

Land held for property development consists of lund or such portions thereof on which no development uctivities
have been carried out or where development activities ure hot expected to be completed within the normal
operuting cycle. Such lund is classified as hon-current ussets aund is stuted ut the lower of cost and het redlisable
vdlue.

Lund held for property development is reclussified us property development costs ut the point when
development uctivities have commenced und where it cun be demonstrated that the development activities
cun be completed within the normual operating cycle.

Cost ussociated with the acquisition of land includes the purchase price of the land, professional fees, stamp
duties, commissions, conversion fees and other relevant levies.

Non-current asset held for sale or distribution to owners

Non-current ussets, or disposul group comprising ussets and lidbilities that are expected to be recovered primarily
through sdle or distribution to owners rather than through continuing use, dre classified as held for sale or distribution.

Immediately before classification us held for sale or distribution, the assets, or components of u disposal group, dre
remedusured in accordunce with the Group’s accounting policies. Thereufter generdilly the ussets, or disposal group,
ure meusured ut the lower of their currying umount und fair value less costs of disposal.

Any impuirment loss on u disposul group is ullocuted to the remuining ussets und lidbilities on pro rata busis, except
that no loss is ullocated to inventories, financial ussets, deferred tax ussets, employee benefit ussets und investment
property, which continue fo be meusured in accordunce with the Group’s uccounting policies. Impuirment losses
on initial clussification as held for sale or distribution und subseyuent gains or losses on remeusurement are recoyghised
in profit or loss. Guins ure hot recoyhised in excess of uny cumulutive impairment loss.

Property, plunt und eyuipment once clussified us held for sule or distribution ure not umortised or depreciated. In
addition, equity uccounting of equity-accounted ussociutes und joint venture ceuses once clussified us held for sule
or distribution.
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2. Significant accounting policies (continued)
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Contract asset/Contract liability

A confract usset is recognised when the Group’s or the Compuny’s right to consideration is conditional on something
other than the pussage of time. A contract usset is subject to impairment in accordunce to MFRS 9, Financial
Instruments (see Note 2(k)(i)).

A contract ligbility is stated at cost and represents the obligation of the Group or the Company to transfer goods or
services to u customer for which consideration hus beeh received (or the umount is due) from the customers.

Cash and cash equivalents

Cush and cush equivalents conhsist of cush on hand, balances and deposits with banks and highly liquid investments
which have un insignificant risk of chanhges in fair value with original maturities of three months or less, and are used
by the Group und the Compuny in the maunugement of their short ferm commitments. For the purpose of the
statement of cush flows, cush and cash equivalents are presented het of bank overdrufts.

Impairment
(i) Financial assets

Unless specifically disclosed below, the Group und the Compuny generdlly upplied the following auccounting
policies retrospectively. Nevertheless, as permitted by MFRS 9, Fihancial Instruments, the Group and the Compuny
elected not to restate the compuardatives.

Current financial year

The Group und the Compuny recoyhise loss ullowunces for expected credit losses on finunciul ussets meusured
at amortised cost, debt investments measured at fair value through other comprehensive income, confract
assets aund leuse receivubles. Expected credit losses ure u probubility-weighted estimate of credit losses.

The Group und the Compuny meusure loss ullowunces ut un umount equul to lifetime expected credit loss,
except for debt securities that ure determined to have low credit risk ut the reporting dute, cash aund bunk
bulaunce and other debt securities for which credit risk has not increused significantly since inifial recognition,
which dare meusured at 12-month expected credit loss. Loss ullowances for trade receivables, contract ussets
and leuse receivubles ure ulways meusured at an aumount eyudl to lifetime expected credit loss.

When determining whether the credit risk of u financial usset has increused sighificuntly since initial recognition
and when estimating expected credit loss, the Group und the Compuny consider reusonuble und supportable
information that is relevant and avdiluble without undue cost or effort. This includes both yuuntitative and
yudlitative information und unalysis, bused on the Group s historicul experience und informed credit ussessment
and including forward-looking information, where avdiluble.

Lifetime expected credit losses are the expected credit losses thut result from dll possible default events over the
expected life of the usset, while 12-month expected credit losses are the portion of expected credit losses that
result from default events that are possible within the 12 months after the reporting date. The muximum period
cohsidered when estimating expected credit losses is the maximum contractudl period over which the Group
and the Compuny dre exposed to credit risk.

The Group und the Compuny estimate the expected credit losses on trade receivables using d provision Mautrix
with reference 1o historical credit loss experience.

An impuirment loss in respect of finunciul ussets mMeusured ut umortised cost is recoynised in profit or loss und the
currying umount of the usset is reduced through the use of un dllowunce uccount,

An impdirment loss in respect of debt investhents meusured at fuir value through other comprehensive income
is recoygnised in profit or loss und the dllowdunce account is recoghised in other comprehensive income.
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NOTES TO THE FINANCIAL STATEMENTS

2. Significant accounting policies (continued)

(k) Impairment (continued)
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(i)

Financial assets (continued)
Current financial year (continued)

At each reporting date, the Group und the Company assess whether financial ussets carried at amortised cost
and debt securities ut fuir value through other comprehensive income are credit-impaired. A financial usset is
credit impdaired when one or more events that have a detrimental impact on the estimated future cash flows of
the financidl usset have occurred.

The ygross currying umount of a finuncial asset is written off (either partially or full) to the extent that there is
no reudlistic prospect of recovery. This is generdlly the cuse when the Group or the Compuny determines that
the debtor does hot have ussets or sources of income that could generate sufficient cash flows to repay the
amounts subject to the write-off. However, financial assets that are written off could still be subject to enforcement
activities in order to comply with the Group’s or the Compuny’s procedures for recovery aumounts due.

Previous financial year

All finunciul ussets (except for investments in subsidiuries, ussociutes und joint venture) were ussessed ut euch
reporting date whether there wus any objective evidence of impuairment as a result of one or more events
having an impact on the estimated future cash flows of the usset. Losses expected as d result of future events,
no mutter how likely, were not recognised. For an investment in an equity instrument, a significant or prolonged
decline in the fuir value below its cost was un objective evidence of impuirment. If any such objective evidence
exists, then the impuirment loss of the finunciul usset wus estimated.

An impuirment loss in respect of louns und receivubles wus recoghised in profit or loss und wus meusured us
the difference between the asset’s carrying amount and the present value of estimated future cush flows
discounted ut the usset’s original effective interest rate. The currying amount of the usset was reduced through
the use of un dllowance account.

If, in a subseyuent period, the fdir value of a debt instrument increduses und the increuse could be objectively
related to un event occurring dffer impdairment loss was recognised in profit or loss, the impdairment loss was
reversed, to the extent that the usset’s currying umount did not exceed whut the cuarrying umount would have
been had the impuirment hot been recognised ut the dute the impairment was reversed. The amount of the
reversul wus recoghised in profit or loss.

Other assets

The cuarrying umounts of other ussets (except for inventories, contract ussets, deferred tux usset und hon-current
assets clussified us held for sule) are reviewed ut the end of euch reporting period to determine whether there
is uny indicution of impuirment. If any such indication exists, then the usset’s recoverable umount is estimated.

For the purpose of impuirment festing, ussets ure yrouped toyether intfo the smdallest group of ussets that
geherates cush inflows from confinuing use that are largely independent of the cush inflows of other assets or
cush-generating units.

The recoveruble umount of un usset or cush-yenerating unit is the greuter of its value in use und its fair value less
costs of disposdl. In ussessing value in use, the estimuted future cush flows dure discounted to their present value
using u pre-tux discount rate thut reflects current murket assessments of the time value of money und the risks
specific to the usset or cush-generuting unit.

An impuairment loss is recoynised if the carrying amount of un asset or its related cush-generating unit exceeds
its estimated recoveruble umount.

Impuirment losses are recoynised in profit or loss. Impuirment losses recognised in respect of cush-yenerating
units are dllocated fo reduce the carrying amounts of the other assets in the cash-generating unit (group’s of
cush-generdting units) on u pro ratd busis.
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NOTES TO THE FINANCIAL STATEMENTS

2. Significant accounting policies (continued)

(k)

o

(m)

(n)

Impairment (continued)

@i

Other assets (continued)

Impuirment losses recoynised in prior periods ure ussessed ut the end of each reporting period for auny indications
that the loss has decreused or ho longer exists.  An impdairment loss is reversed if there has been a change in
the estimates used to determine the recoverdble amount since the lust impdairment loss wus recoghised. An
impuirment loss is reversed only to the extent that the usset’s currying amount does hot exceed the currying
amount that would have been determined, net of depreciution or amortisation, if no impdirment loss hud been
recoghised. Reversdls of impuirment losses are credited to profit or loss in the financial year in which the reversals
are recoyhised.

Equity instruments

Instruments clussified us equity ure meusured at cost on initidl recoynition und dre not remeusured subsequently.

0]

@i

Issue expenses

Costs directly uttributuble to the issue of instruments clussified us equity dre recoynised us u deduction from
eqyuity.

Ordinary shares

Ordinury shares are clussified us equity.

Employee benefits

0]

@i

Short-term employee benefits

Short-term employee benefit obligutions in respect of sularies, annudl bonuses, puid unnudl leuve und sick
leuve ure meusured on un uhdiscounted busis und ure expensed us the related service is provided.

A lidbility is recoyhised for the amount expected to be puid under short-term cush bonus or profit-sharing pluns
if the Group has u present legal or constructive obligation to puay this amount us a result of pust service provided
by the employee und the obligation can be estimated reliably.

State plans
The Group’s confributions to statutory pension funds are charged to profit or loss in the financial year to which

they relute. Prepuid contributions ure recognised us un usset to the extent that a cush refund or u reduction in
future payments is avdilable.

Provisions

A provision is recognised if, us u result of u pust event, the Group hus u present legal or constructive obligation that
cun be estimuted reliably, and it is probdble that an outflow of economic benefits will be required to settle the
obligution. Provisions ure determined by discounting the expected future cush flows ut u pre-tux rate thut reflects
current murket ussessments of the time vulue of money and the risks specific to the liubility. The uhwindinyg of the
discount is recognised as finunce cost.

0]

Onerous contracts

A provision for onerous contracts is recognised when the expected benefits to be derived by the Group from
a contract are lower than the unavoidable cost of meeting its obligations under the contract. The provision is
meusured ut the present value of the lower of the expected cost of ferminuting the contruct und the expected
net cost of continuiny with the contract. Before u provision is estublished, the Group recoyhises any impairment
loss on the assets ussociated with that contract.
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NOTES TO THE FINANCIAL STATEMENTS

2. Significant accounting policies (continued)

(o)

®)

(@

Revenue and other income
(i) Revenue

Revenue is meusured bused onh the considerdtion specified in a contfract with a customer in exchanyge for
fransferring goods or services to a customer, excluding amounts collected oh behdilf of third parties. The Group
or the Compuny recognises revenue when (or as) it transfers control over u product or service to customer. An
usset is fransferred when (or us) the customer obtdins control of the usset.

The Group or the Company transfers control of a good or service ut a point in time unless one of the followiny
overtime criteriu is met:

(u) the customer simultaneously receives and cohsumes the benefits provided as the Group or the Company
performs;

(b) the Group’s or the Compuny’s performance creutes or enhunces un usset that the customer controls s
the asset is creuted or enhanced; or

(c) the Group’s or the Compuny’s performunce does hot creute an usset with an dlternative use und the
Group or the Compuny has un enforceuble right to payment for performunce completed to dute.

(ii) Rentalincome

Rentdlincome from investment property und plunt and muchineries ure recoynised in profit or loss on u straight-
line busis over the term of the leuse. Leuse incentives yrunted ure recoyhised us un inteyrdl part of the totul
rental income, over the term of the leuse.

(iii) Dividend income

Dividend income is recognised in profit or loss on the dute that the Group’s or the Compuny’s right to receive
puyment is established, which in the cuse of quoted securities is the ex-dividend date.

(iv) Interestincome

Interest income is recoyhised us it accrues using the effective interest method in profit or loss except for interest
income urising from temporary investment of borrowinygs taken specificully for the purpose of obtdining u
yudlifying usset which is accounted for in accordunce with the accounting policy on borrowing costs.

Borrowing costs

Borrowinyg costs that are not directly uttributable to the acyuisition, construction or production of a yudlifying usset
are recoyhised in profit or loss using the effective interest method.

Borrowing costs directly uttributuble to the acyuisition, construction or production of quulifying assets, which dare
ussets that necessarily tuke u substuntial period of time to yet reudy for their intended use or sale, ure cupitulised us
purt of the cost of those ussets.

The cupitdlisation of borrowing costs us part of the cost of u ualifying asset commences when expenditure for the
usset is beiny incurred, borrowing costs are beinyg incurred and uctivities thut are necessary to prepure the usset for
its infended use or sule are in proyress. Cupitdlisation of borrowing costs is suspended or ceuses when substantidlly
dll the activities hecessury to prepure the quulifying usset for its infended use or sale dre interrupted or completed.

Investment income eurned on the temporary investment of specific borrowinys pending their expenditure on
yudlifying ussets is deducted from the borrowinyg costs eligible for cupitdlisation.

Income tax

Income tux expense comprises current and deferred tax. Current tax and deferred tux dre recoghised in profit or

loss except to the extent that it relates fo a business combination or items recognised directly in equity or other
comprehensive income.
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NOTES TO THE FINANCIAL STATEMENTS

2. Significant accounting policies (continued)

(@

"

(s

®

Income tax (continued)

Current tax is the expected tux payable or receivable on the taxuble income or loss for the yedr, using tax rates
enucted or substuntively enucted by the end of the reporting period, und uny adjustment to tux paydble in respect
of previous finuncidl years,

Deferred tax is recognised using the lidbility method, providing for temporary differences between the carrying
amounts of ussets und liubilities in the stutement of financial position and their tax bases. Deferred tux is hot
recoyhised for the following temporary differences: the initial recognition of ussets or lidbilities in u fransaction that is
not u business combinaution und thut uffects heither uccounting hor taxable profit or loss. Deferred tax is meusured
at the tax rates that ure expected to be upplied to the temporary differences when they reverse, based on the laws
that have been enacted or substantively enucted by the end of the reporting period.

The umount of deferred tux recognised is meusured bused on the expected maunner of redlisution or seftlement of
the currying amount of the ussets and lidbilities, using tax rates enacted or substantively enacted at the reporting
dute. Deferred tax ussets und liabilities are hot discounted.

Deferred tux ussets und liubilities are offset if there is u legully enforceuble right to offset current tux lidbilities und
ussets, und they relate to income tuxes levied by the same tux authority on the same tuxuble entity, or on different
tux entities, but they intend to settle current tux ussets und liubilities on u het busis or their tux ussets and lidbilities will
be redlised simultaneously.

A deferred tux usset is recoghised to the extent that it is probuble thut future tuxdble profits will be avdiluble aguinst
which the temporary difference cun be utilised. Deferred tux ussets ure reviewed dt the end of euch reporting
period and ure reduced to the extent that it is no longer probable that the related tux benefit will be redlised.

Earnings per ordinary share
The Group presents basic and diluted edrnings per share datu for its ordinary shares (“"EPS”).

Busic EPS is culculuted by dividing the profit or loss attributable to ordinury shareholders of the Company by the
weighted uverage humber of ordinary shares outstanding during the period, udjusted for own shares held.

Diluted EPS is determined by udjusting the profit or loss uttributable to ordinary shareholders und the weighted
averuge humber of ordinury shares outstunding, adjusted for own shures held, for the effects of dll dilutive potentidl
ordinary shares, which comprise convertible hotes und share options granted to employees.

Operating segments

An operating segment is u component of the Group that engages in business activities from which it may earn
revenues und incur expenses, including revenues und expenses that relute to fransuctions with any of the Group’s
other components. Operuting segment results ure reviewed regularly by the chief operating decision maker, which
in this cuse is the Munuyinhy Director of the Group, to muke decisions ubout resources to be dllocuted to the
segment und to ussess its performunce, aund for which discrete finuncidal information is avdiluble.

Contingencies
(i) Contingent liabilities

Where it is not probuble that un outflow of economic benefits will be required, or the umount cannot be
estimuted relidbly, the obligution is not recoghised in the statements of financidl position und is disclosed us u
contingent lidbility, unless the probubility of outflow of economic benefits is remote. Possible obligutions, whose
existence will only be confirmed by the occurrence or hon-occurrence of one or more future events, are dlso
disclosed us contingent liubilities unless the probubility of outflow of economic benefits is remote.

(ii) Contingent assets

When an inflow of economic benefit of un usset is probuble where it arises from pust events and where existence
will be confirmed only by the occurrence or non-occurrence of one or more uncertuin future events not wholly
within the control of the entity, the usset is not recognised in the statements of financial position but is beiny
disclosed us u contingent usset. When the inflow of economic benefit is virtually certuin, then the reluted asset
is recognised.
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NOTES TO THE FINANCIAL STATEMENTS

2. Significant accounting policies (continued)
(u) Fair value measurements

Fair value of un usset or u liubility, except for leuse transuctions, is determined us the price thut would be received to
sell un usset or puid to transfer a lidbility in an orderly tfransaction between market participunts at the meusurement
dute. The meusurement ussumes that the fransuction to sell the usset or transfer the liability tukes place either in the
principul market or in the ubsence of u principal market, in the Most udvuntageous market.

For non-financidl usset, the fuir value medusurement takes into uccount a market participant’s dbility to generate
economic benefits by using the usset in its highest und best use or by selling it to unother market purticipant that
would use the usset in ifs highest und best use.

Wheh meusuring the fair value of an asset or a lidbility, the Group uses observable market data as far as possible. Fair
vulue is cuteyorised into different levels in u fair value hierarchy buased on the input used in the valuation technigue
as follows:

Level 1:  guoted prices (unadjusted) in active markets for identical aussets or lidbilities that the Group cun access at
the meusurement date.

Level 2: inputs other than quoted prices included within Level 1 that are observable for the usset or liability, either
directly or indirectly.

Level 3:  unhobservuble inputs for the asset or liability.

The Group recoynises fransfers between levels of the fair value hierarchy as of the dute of the event or change in
circumstunces that caused the transfers.

3. Property, plant and equipment

66

Equipment,
furniture
and Plant and Motor
Group Buildings fittings machinery vehicles Total
RM’000 RM’000 RM’000 RM’000 RM’000
Cost
At 1 January 2017 8,753 6,045 62,459 7,758 85,015
Additions - 379 1.377 1,145 2,901
Disposuls - - (13,781) (245)  (14,026)
Written off 30) ® - - (33)
Translation differences - © - - ©)
At 31 December 2017/1 Junuary 2018 8,723 6,415 50,055 8.658 73,851
Additions 98 168 795 1,349 2410
Disposuls - - (260) (808) (1,068)
Written off - a0y - - 10y
At 31 December 2018 8,821 6,573 50,590 9,199 75,183
Accumulated depreciation
and impairment loss
At 1 Junuary 2017
Accumuluted depreciution 450 3.863 44,400 4,981 53,694
Accumulated impuirment loss - 39 11,945 - 11,984
450 3,902 56,345 4,981 65,678
Charye for the year 187 467 1,193 1,005 2,852
Disposuls - - (13,781) (245)  (14,026)
Written off 30) ® - - 33)
At 31 December 2017/1 Junuary 2018
Accumulated depreciation 607 4,327 42,843 5,741 53,518
Accumulated impuirment loss = 39 914 = 953
607 4,366 43,757 5,741 54,471
Charye for the year 194 442 1,232 1,115 2,983
Disposuls - - (253) 679 (932)
Written off - ®) - - (®
Impuirment loss 335 13 985 - 1.333
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Property, plant and equipment (continued)

Group

Accumulated depreciation and
impairment loss (continued)

At 31 December 2018

Accumulated depreciution
Accumulated impuirment loss

Carrying amounts
At 1 Junuary 2017

At 31 December 2017/1 Junhuary 2018

At 31 December 2018

Company

Cost
At 1 Januury 2017/31 December 2017/1 Januury 2018
Additions

At 31 December 2018
Accumulated depreciation and impairment loss
At 1 Junuary 2017
Churye for the year
At 31 December 2017/1 Junuary 2018
Charye for the year
Impdirment loss for the yeur
At 31 December 2018
Accumulated depreciation
Accumulated impuairment loss
At 31 December 2018

Carrying amounts
At 1 Junuary 2017

At 31 December 2017/1 Junuary 2018

At 31 December 2018

(i) Leased assets

At 31 December 2018, the carrying amounts of motor vehicles und plunt and muchinery of the Group und Compuny

NOTES TO THE FINANCIAL STATEMENTS

Equipment,
furniture
and Plant and Motor

Buildings fittings machinery vehicles Total
RM’000 RM’000 RM’000 RM’000 RM’000
801 4,761 43,822 6,177 55,561
335 52 1,899 = 2,286
1,136 4,813 45,721 6,177 57.847
8.303 2,143 6,114 2,777 19,337
8.116 2,049 6,298 2917 19,380
7.685 1,760 4,869 3.022 17,336

Equipment,
furniture
and Motor

Buildings fittings vehicles Total
RM’000 RM’000 RM’000 RM’000

2,520 591 300 3411

- 4 - 4

2,520 595 300 3.415

88 85 85 258

50 66 60 176

138 151 145 434

50 63 60 173

68 - - 68

188 214 205 607

68 = = 68

256 214 205 675

2,432 506 215 3,153

2,382 440 165 2977

2,264 381 95 2,740

under finunce leuse wus RM3,419,000 (2017: RM3,780,000) and RM95,000 (2017: RM155,000) respectively.
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3. Property, plant and equipment (continued)
(i) Impairment losses
Financial year ended 31 December 2018
Group

During the yeur, the Group impuired buildings, equipment, furniture and fittings and plant und machineries of RM335,000
(2017: Nil), RM13,000 und RM985,000 respectively to reflect its recoverable umount.

Company

During the yeur, the Compuny impuired buildings of RM68,000 (2017: Nil) to reflect its recoverable umount.

4. Invesiment properties

Freehold
land Buildings Total

RM’000 RM’000 RM’000
Group Restated
Cost
At 1 January 2017 42,668 56,730 99.398
Additions - 4 4
At 31 December 2017/1 Junuary 2018 42,668 56,734 99.402
Additions 2,587 8 2,595
At 31 December 2018 45,255 56,742 101,997
Accumulated depreciation
At 1 Januury 2017 - 7.891 7.891
Charye for the yeur - 1,289 1,289
At 31 December 2017/1 Junuary 2018 - 9,180 9,180
Churge for the yeur - 1.180 1,180
At 31 December 2018 - 10,360 10,360
Carrying amounts
At 1 Junuary 2017 42,668 48,839 91,507
At 31 December 2017/1 Junuary 2018 42,668 47,554 90,222
At 31 December 2018 45,255 46,382 91.637
@) Titles

Certdin buildings with aggregute currying amount of RM1,414,000 (2017: RM2,192,000) are in the process of reyistering
under the hame of d subsididry.
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Investment properties (continued)

Company

Cost

At 1 Januury 2017
Additions

At 31 December 2017/1 Junhuary 2018
Additions

At 31 December 2018

NOTES TO THE FINANCIAL STATEMENTS

Accumulated depreciation and accumulated impairment losses

At 1 Junuary 2017
Charye for the year

At 31 December 2017/1 Junuary 2018
Charye for the year
Impdirment loss
At 31 December 2018
Accumuluted depreciution
Accumulated impuirment loss
At 31 December 2018

Carrying amounts
At 1 Junuary 2017

At 31 December 2017/1 Junuury 2018

At 31 December 2018

Impairment loss

Freehold
land Buildings Total
RM’000 RM’000 RM’000
Restated
12,794 22,754 35,548
- 4 4
12,794 22,758 35,652
- 8 8
12,794 22,766 35,560
- 4,898 4,898
- 673 673
- 5,571 5,571
- 565 565
- 267 267
= 6,136 6,136
= 267 267
- 6,403 6,403
12,794 17,856 30,650
12,794 17.187 29,981
12,794 16,363 29,157

During the financial year, impairment losses at RM267,000 were made in relation to a commercidl properties to reflect its
recoverable amount. The commercial properties are rented to a subsidiary of the Group.

The following dare recoyhised in profit or loss in respect of investment properties:

Rentdl income from external parties
Rental income from subsididries
Direct operating expenses:

- income yeneruting investment properties
- hoh-income yenerating investment properties

Group
2018 2017
RM’000 RM’000
2,145 2,417
532 541
409 381

Company
2018 2017
RM’000 RM’000
857 936
512 552
312 262
172 136
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NOTES TO THE FINANCIAL STATEMENTS

4. Invesiment properties (continued)
Fair value information
Fair value of investment properties are cuteyorised us follows:

Fair value of investment properties not carried at fair value

2018 2017
Total fair Carrying Total fair  Carrying
Level 3 value amount Level 3 value amount
RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
Group
Freehold lund 123,498 123,498 45,255 117,546 117,546 42,668
Buildings 83,078 83,078 46,382 81,616 81,616 47,554
206,576 206,576 91,637 199,162 199,162 90,222
Company
Freehold lund 20,687 20,687 12,794 20,687 20,687 12,794
Buildings 31,689 31,689 16,363 29,879 29,879 17.187
52,376 52,376 29,157 50,566 50,566 29,981

Level 3 fair value
Level 3 fuir value is estimated using unobservable inputs for the investment properties.

Level 3 fuir vulues of lund und buildings have been determined by Directors’ valuation using the sules compurison
approauch. Sdales price of compurable properties in close proximity are adjusted for differences in key aftributes such
as property size. The significant unobservable input into the Directors” valuation is price per square foot of comparable
properties.

5. Investments in subsidiaries

Reedeemable
Ordinary preference Capital

shares shares contribution Total
Company RM’000 RM’000 RM’000 RM’000
2018
At cost:
Unguoted shares 71,392 37.148 5,135 113.675
Additions for the yeur 4,470 10,440 - 14,910
Redemption during the yeur - (2.260) - (2.260)
Repuyment during the year - - 50) (50)

75,862 45,328 5,085 126,275
Impairment losses (3.200) “4.161) (3.242) (10.,603)

72,662 41,167 1,843 115,672
2017
At cost:
Unguoted shares 71,392 39.473 - 110,865
Additions for the year - 675 5,135 5,810
Redemption during the year - (3,000) - (3,000)

71,392 37.148 5,135 113.675
Impuirment losses (3,000) (2,469) (2,325) (7.,794)

68,392 34,679 2,810 105,881
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Investments in subsidiaries (continued)

Increase in investment in existing subsidiary

Ordinary shares

During the financial year, the Company incredsed its investment in ordinary shares of certain subsidiaries in the Group

viu the settlement of amounts due from the subsididries amounting fo RM200,000 (2017: Nil) and viu cush consideration
umounting to RM4,270,000 (2017: Nil).

Redeemable preference shares

During the financial year, the Compuny increused its investment in redeemauble preference shares of certdin subsidiaries
in the Group viu the seftflement of umounts due from subsidiaries umounting fo RM2,330,000 (2017: RM675,000) und viu
cash consideration amounting to RM8,110,000 (2017: Nil).

The redeemuble preference shures dre redeemuble ut the option of the issuer and do hot carry the right to vote except
for variation of holders’ right to the class of shares and rank equdlly with regards to the subsidiary’s residual ussets.

During the financial year, the Company redeemed its redeemuble preference shares in cash amounting to RM2,260,000
(2017: RM3,000,000) in its wholly owned subsidiury, D-Hill Sdn. Bhd.

Capital contribution

The cupital contribution is for working capitul purposes und freated us quusi-cupitdl in view of the intention of the holding
Compuny to provide lony term financial support to respective subsidiaries. The cupital contribution has no fixed terms of
repuyment and umount puyuble is ut the discretion of the subsidiaries.

Detudiils of the subsidiaries are as disclosed in Note 30.

Impairment

The impuirment loss was recoyghised in relation to certuin loss muking subsidiaries. The impuirment loss is recoynised us
part of “other expenses”.

Company
2018 2017
RM’000 RM’000

At 1 Junuury 7.794 5,469
Impairment loss recoygnised 2,809 2,325
At 31 December 10,603 7,794

Non-controlling interests in subsidiaries

There are no hon-controlling interests that are Material to the Group for the yeur ended 31 December 2018.

Investment in associates

Group Company
2018 2017 2018 2017
RM’000 RM’000 RM’000 RM’000
Unyuoted shares, ut cost 1,947 1,947 40 40
Cupitdl contribution 1.960 1.960 1,960 1.960
3,907 3,907 2,000 2,000
Less: Impairment loss (2,347) (2,029 (2,000) (2,000)
Shure of post-aucquisition loss (30) 3) - -
1.530 1.875 - -
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NOTES TO THE FINANCIAL STATEMENTS

6. Invesiment in associates (continued)

Capital contribution

The cupital contribution is for working cupital purposes und is freuted us yuusi-eyuity. The cupitul contribution hus ho
fixed term of repuyment und umount puydble is ut the discretion of the ussociute. The capitul contribution has been fully
impuired.

Impairment

The impdirment loss wus recognised in relation to certuin loss Making associutes. The impuirment loss is recognised us part
of “other expenses”.

Group Company
2018 2017 2018 2017
RM’000 RM’000 RM’000 RM’000
At 1 Junuury 2,029 2,000 2,000 2,000
Impdairment loss recoynised 318 29 - -
At 31 December 2,347 2,029 2,000 2,000
Detuiils of the ussociutes ure us follows:
Country of Nature of the Effective ownership
Name of Company incorporation relationship interest and voting interest
2018 2017
Held by Knusford Berhad:
CBD Development Sdn. Bhd. Mdalaysia Town planners, developers und 40% 40%
CBD") contractors having no

fransactions with the Group

Held through Knusford Project
Management Sdn. Bhd.:

Sighuture Office Property Inc. Philippines Investment holding 30% 30%
("SOPI")

CREC Knusford (Philippines) General contracting aund
Inc. ("CREC") Philippines construction manugement 30% 30%

On 13 July 2017, the Group through its wholly-owned subsidiary, Knusford Project Munugement Sdn. Bhd. had subscribed
for 2,999,999 ordinury shures of PHP1.00 euch for the incorporation of Signature Office Property Inc. representing 30% of
the issued und fully puid share cupitdl of Signuture Office Property Inc. for a totdl purchase consideration of RM1,878,000.

On 31 Auygust 2017, the Group through its wholly-owned subsidiury, Knusford Project Munagement Sdn. Bhd. hud subscribed

for 3,750 ordinary shares of PHP100.00 euch for the incorporation of CREC Knusford (Philippines) Inc. representing 30% of
the issued und fully puid share cupital of CREC Knusford (Philippines) Inc. for u totdl purchuse consideration of RM29,000.
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Investment in associates (continued)

The summary finuncidl information bused onh the unaudited results of the ussociutes, not udjusted for the percentuye

ownhership held by the Group, is s follows:

Other
immaterial
SOPI associates Total

Group RM’000 RM’000 RM’000
2018
Summarised financial information
As at 31 December
Non-current assets 105
Current assets 16,674
Current liabilities (11,679)
Net assets 5,100
Year ended 31 December
Loss for the year/Total comprehensive expense 82) - 82)
Reconciliation of net assets to carrying

amount as at 31 December
Group’s share of net ussets 1,630 - 1,530
Group’s share of results for year ended

31 December
Group’s share of loss for the yeur/Group’s share

of totdul comprehensive expense (25) (@) 27)
2017
As at 31 December
Current ussets 6,312
Current lidbilities 63)
Net ussets 6,249
Year ended 31 December
Loss for the year/Totul comprehensive expense an - an
Reconciliation of net assets to carrying

amount as at 31 December
Group’s shure of net ussets 1,875 - 1,875
Group’s share of results for year ended

31 December
Group’s shure of loss for the yeur/Group’s shure of

totul comprehensive expense ® m &)

KNUSFORD BERHAD

73



74

Investment in joint ventures

Group
2018

At cost
Unguoted shares
Ordinary shares
Redeemable preference shares

Share of post-acyuisition reserves

2017
At cost
Unguoted shares
Ordinary shures
Redeemuble preference shares

Share of post-ucyuisition reserves

Detuiils of the joint ventures are s follows:

NOTES TO THE FINANCIAL STATEMENTS

GKC

KCOM Total

RM’000 RM’000 RM’000

338 255 593
7.875 - 7.875
8.213 255 8.468
1.467 4,128 5,595
9.680 4,383 14,063

338 255 593
6,525 - 6,525
6,863 255 7.118
2,309 948 3.257
9.172 1.203 10,375

Names of joint ventures Country Principal activities Effective ownership
interest and voting interest
2018 2017
% %

Held through KESB:
Greenlund Knusford Conhstruction

Sdn. Bhd. ("GKC") Malaysiu Construction 45 45
Held through KCSB:
Knhusford Comjpuss Sdn. Bhd. ("KCOM”) Malaysia Integrated facility 51 51

munugement services

Greenlund Knusford Construction Sdn. Bhd. (*"GKC") und Knusford Comjpuss Sdn Bhd ("KCOM") are structured us sepurate
vehicles und provides the Group rights to the net ussets of the respective entities. Accordingly, the Group hus clussified
the investments in GKC und KCOM us joint ventures.

Increase in investment in joint ventures

Additions in investment in joint ventures in GKC during the current financial year was through issuunce of redeemauble
preference shares of RM1,350,000 (2017: RM675,000) respectively.

The redeemuble preference shures dure redeemable ut the option of the issuer aund do hot carry the right to vote except
for variation of holders’ right to the cluss of shares and rank equdlly with regurds to the joint venture’s residudl ussets.

In the previous finunciul year, the Group invested in KCOM through the issuance of ordinary shares of RM255,000.
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NOTES TO THE FINANCIAL STATEMENTS

Investment in joint ventures (continued)

The summary financial information bused on the unaudited results of the joint ventures, not udjusted for the percentuye

ownership held by the Group, is as follows:

Summary financial information

2018
Group

As at 31 December
Non-current assets

Current assets

Non-current lidbilities
Current liabilities

Cush und cush eyuivulents

Net ussets

Year ended 31 December
(Loss)/Profit for the yeur/Totul comprehensive (expehnse)/income

Included in the total comprehensive income are:
Revenue

Deypreciution of property, plunt and equipment
Income tux expense

Reconciliation of net assets to carrying amount as at 31 December
Group’s shure of net ussets

Group’s share of results for year ended 31 December
Group’s share of (loss)/profit for the yedr/Group’s share of totdl
comprehensive (expense)/income

2017
Group

As at 31 December
Noh-current assets

Current ussets

Non-current lidbilities
Current liabilities

Cush und cush eqyuivalents

Totdl het current ussets

Year ended 31 December
Profit for the yeur/Totul comprehensive income

Included in the total comprehensive income are:
Revenue

Deypreciution of property, plunt and equipment
Income tux expense

Reconciliation of net assets to carrying amount as at 31 December
Group’s shure of net ussets

Group’s share of results for year ended 31 December
Group’s share of (loss)/profit for the yeur/Group’s share of totdl
comprehensive (expense)/income

45% 51%
GKC KCOM Total
RM’000 RM’000 RM’000
4,162 304 4,466
37,191 62,473 99,664
(234) (83) (287)
(23,228) (77,386)  (100,614)
3.620 23,255 26,875
21,511 8,593 30,104
(1.871) 6.235 4,364
18,844 124,036 142,880
® (950) (953)
337) (2,446) (2,783)
9,680 4,383 14,063
(842) 3.180 2,338
5,207 683 5,890
40,141 62,246 102,387
@372) () (426)
(25,317) (70,944) (96,261)
724 10,430 11,154
20,383 2,361 22,744
2,902 1,861 4,763
61,378 62,962 124,340
® 23 26
(667) (592) (1.259)
9,172 1,203 10,375
1,306 949 2,255
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8. Deferred tax assets/(liabilities)
Recognised deferred tax assets/(liabilities)
Deferred tux ussets und liubilities are uttributuble o the following:
Assets Liabilities Net

2018 2017 2018 2017 2018 2017
RM’000 RM’000 RM’000 RM’000 RM’000 RM’000

Restated Restated Restated
Group
Property, plunt und equipment 2 - - 8 2 ®)
Others 54 - @321 (782) (267) (782)
Net tax assets/(liabilities) 56 - @321) (790) (265) (790)
Movement in temporary differences during the year
Recognised At Recognised
At in profit 31.12.2017/ in profit
1.1.2017 or loss 1.1.2018 or loss At
(Note 31) (Note 22) (Note 31) (Note 22) 31.12.2018
RM’000 RM’000 RM’000 RM’000 RM’000
Restated Restated Restated
Group
Property, plunt und eqyuipment 8 - (8) 10 2
Others (1,036) 254 (782) 515 (267)
(1,044) 254 (790) 525 (265)

Unrecognised deferred tax assets

Deferred tux ussets have hot been recognised in respect of the followiny items (stated dt gross):

Group

2018 2017

RM’000 RM’000

Restated
Deductible temporary differences 70,886 44,922
Unabsorbed cupital allowances 5,511 4,952
Unutilised tax losses 25,456 25,352
101.853 75,226

The unutilised tux loss curry-forward will be limited to 7 yeurs of ussessment starting from the yeur of ussessment 2019,
Unutilised tux loss from yeur of ussessment 2018 may be auccounted for the purpose of deduction for year of ussessment
2019 und subseyuent yeurs of ussessment until the year of ussessment 2025 and uny amount which hus hot been deducted
shall be disregurded.

Deferred tux ussets have hot been recoyhised in respect of these items because it is hot probuble that future taxable
profit will be avdiluble agdinst which the Group entities cun utilise the benefits thereon.

KNUSFORD BERHAD



10.

11
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Inventories
Group
2018 2017
RM’000 RM’000
Restated
Non-current
Land held for future development 4,545 4,545
Current
Finished goods 61 61
Developed properties held for sule 17.616 20,581
17.677 20,642
22,222 25,187
Recoynised in profit or loss:
- Inventories recognised us cost of sules 2,812 14,211

Included in the land held for future development is land pledyged for u bunk facility granted to a subsidiary (see Note
15.1) which hus been written down to its het redlisuble value in prior years for the purposes of development of the
premium housing scheme. The lund is used for the development of ufforduble housing und to be surrendered to the state
government.

Assets classified as held for sale
Group
2018 2017
RM’000 RM’000
Buildings - 1,331
Less: Accumuluted depreciution - 22
- 1.309

Inthe previous yeur, the ubovementioned buildings of the Group dre clussified us held for sule us the Group’s management
is committed to u plun to sell the buildings within the hext twelve months. Efforts to sell the buildings commenced us the
Group entered into Sule und Purchuse Agreements with third parties for the sule of three-storey shop offices locuted ut
Dunygu Walk - Street Mulll for u totul consideration of RM1,500,000 (2017: RM1,500,000).

Guinh on disposul of RM 191,000 (2017: RM586,000) wus recoghised in other income for the sale of the building in the current
financial year us the condifion precedent for the sale was met during the year.

. Trade and other receivables

Group Company
Note 2018 2017 2018 2017
RM’000 RM’000 RM’000 RM’000
Restated
Current
Trade
Trade receivables 140,669 135,260 331 312
Less: Impairment loss (19.258) (14,644) - -
1.1 121,411 120,616 331 312

KNUSFORD BERHAD | 77



78

NOTES TO THE FINANCIAL STATEMENTS

11. Trade and other receivables (continued)

Non-frade

Amounts due from subsidiuries
Other receivables

Less: Impairment loss

Deposits
Prepayments

11.1 Trade receivables

Note

11.2
11.3

Group Company
2018 2017 2018 2017
RM’000 RM’000 RM’000 RM’000
Restated
- - 3,272 11,730
21,466 22,827 225 1,256
(19.574) (19.574) - -
1.892 3.253 3.497 12,986
2,369 2,463 60 60
294 259 - -
4,555 5975 3,657 13.046
125,966 126,591 3.888 13.358

Included in trade receivables of the Group ure umounts due from related parties amounting to RM63,223,000 (2017:
RM41,619,000). The umount due from related parties ure subjected to normal trade terms.

Included in frade receivables at 31 December 2018 ure retention sums of RM 13,794,000 (2017: RM8,488,000) reluting
to construction work-in-progress und RM 1,143,000 (2017: Nil) in relation to sules properties. Retentions ure unsecured,
interest free und ure expected to be collected us follows:

11.2 Amounts due from subsidiaries

Group

2018 2017
RM’000 RM’000

Within 1 year 7.725 19
More than 1 year 7.212 8.469
14,937 8.488
Impairment loss recoynised (6.337) (5.463)
9,600 3,025

The umounts due from subsidiaries of the Company dre unsecured, interest-free and repaydble on demand.

11.3 Other receivables

Included in the other receivables is udvance payments of RM 19,574,000 (2017: RM19,574,000) to un external supplier
of u subsidiary for purchuse of building muteridls for u corresponding purchuse commitment by u related party.

The subsidiary commenced winding up duction uguinst the external supplier for non-delivery of the building materidls.

As u result, the entire aumount wus impuaired.

Included in the other receivables is goods and services tux refundable of RM1,144,000 (2017: RM1,346,000) und
RM225,000 (2017: RM243,000) of the Group und Compuny respectively.
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12. Contract with customers

12.1 Contiract assets/(liabilities)

2018 2017
RM’000 RM’000
Restated
Group
Contract ussets 30,466 12,606
Conftruct liubilities 1,055 263

The contract ussets primarily relute to the Group’s rights to consideration for work completed on construction
confracts but not yet billed at the reporting date.

The contract lidbilities primarily relate to the advance cohsideration received from o customer for construction
contract of RM886,000 (2017: RM263,000), where revenue is recognised over time.

Included in contract lidbilities is progress billings in reldtion to the premium housing development of the Group of
RM169,000 (2017: Nil).

Significant chunges to contfract ussets und contract lidbilities bulances during the period dre us follows:

2018 2017
RM’000 RM’000
Restated
Group
Conftract liubilities ut the beyinning of the period recoynised us revenue 263 266
Increuse/(Decreuse) in revenue recoynised in previous period urising from:
- Chunge in varidble consideration (3.625) -
- Change in contfract modification 262 (3.245)
13. Cash and cash equivalents
Group Company
2018 2017 2018 2017
RM’000 RM’000 RM’000 RM’000
Deposits with licensed baunks 22,781 21,104 639 2,781
Cush and baunk bualaunces 10,706 17,047 3.771 186
33,487 38,151 4,410 2,967

Included in cush und bunk bulunces of the Group is un amount of RM436,000 (2017: RM4,296,000), the utilisation of which
is subject to the Housing Developers (Housing Development Account) (Amendment) Reyulations 2002.
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14. Capital and reserves

14.1 Share capital
<——— Group and Company —>

Number Number
Amount of shares Amount of shares
2018 2018 2017 2017
RM’000 ‘000 RM’000 ‘000
Ordinary shares
Issued und fully puid:
At 1 Junuary 122,338 99.645 99.645 99.645
Transfer from share premium uccount in accordunce
with Section 618(2) of the Compunies Act 2016 - - 22,693 -
At 31 December 122,338 99.645 122,338 99.645

The holders of ordinary shares are entitled to receive dividends as declared from time fo fime, and are entitled to
one vote per share at meetings of the Company.

14.2 Share premium

Group and Company
2018 2017
RM’000 RM’000
At 1 January - 22,693
Transfer from share premium account in accordance
with Section 618(2) of the Compunies Act 2016 - (22,693)

At 31 December - -

(@  Inaccordunce with Section 618 of the Compunhies Act 2016, uny amount stunding to the credit of the share
premium account und the cupital redemption reserve has become part of the Compuny’s share cupitdl. The
Compuny has twenty-four months upoh the commencement of the Compunies Act 2016 on 31 Junuary 2017
to utilise the credit.

(i)  Included in share capitdl is share premium umounting to RM22,693,000 that is avdiluble to be utilised in

accordance with Section 618(3) of the Compunies Act 2016 on or before 30 Junuary 2019 (24 months from
commenhcement of section 74 of the Compunies Act 2016).

15. Borrowings

Group Company
2018 2017 2018 2017
Note RM’000 RM’000 RM’000 RM’000
Non-current
Finance leuse liabilities 15.2 1,541 1,987 37 90
Current
Revolving credits 15.1 9,000 16,800 3.000 9,000
Finance lease liabilities 15.2 1,188 1,110 53 51
10,188 17,910 3,053 9,051
11,729 19,897 3,090 9,141

15.1 Revolving credits

A land held for development of the Group is pledged for the bank facility granted to a subsidiary (see Note 9).
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15. Borrowings (continued)
15.2 Finance lease liabilities

Finance leuse liubilities ure payuble us follows:

Present Present
Future value of Future value of
minimum minimum minimum minimum
lease lease lease lease
payments Interest payments payments Interest payments
2018 2018 2018 2017 2017 2017
RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
Group
Less than one year 1,293 105 1,188 1,240 130 1,110
Between one und five yeurs 1,621 80 1,541 2,105 118 1,987
2914 185 2,729 3,345 248 3,097
Company
Less than one year 56 3 53 56 5 51
Between one und five yeurs 38 1 37 94 4 90
94 4 90 150 9 141

15.3 Reconciliation of movement of liabilities to cash flows arising from financing activities

The movement of borrowings in the statements of cash flows is as follows:

Acquisition
Net changes of finance
from financing lease
1.1.2018 cash flows assets 31.12.2018
RM’000 RM’000 RM’000 RM’000
Group
Finunce leuse liubilities 3,097 (1,278) 910 2,729
Revolving credits 16,800 (7.800) - 9,000
Totdl liabilities from financing activities 19.897 (9.078) 910 11,729
Company
Finaunce leuse liabilities 141 én - 90
Revolving credits 9,000 (6.000) - 3,000
Totdl liabilities from financing activities 9.141 (6.051) - 3,090
Acquisition
Net changes of finance
from financing lease
1.1.2017 cash flows assets 31.12.2017
RM’000 RM’000 RM’000 RM’000
Group
Finance leuse liabilities 2,668 (1,558) 1,987 3,097
Revolving credits 6,000 10,800 - 16,800
Totdl liubilities from financing activities 8,668 9,242 1,987 19.897
Company
Finance leuse lidbilities 189 (48) - 141
Revolving credits - 9,000 - 9,000
Totdl liubilities from finuncing uctivities 189 8,952 - 9.141
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16. Trade and other payables

Group Company
Note 2018 2017 2018 2017
RM’000 RM’000 RM’000 RM’000
Restated
Trade
Trade puydbles 16.1 95,946 38,472 - -
Non-trade
Other paydbles und uccrued expenses 5,200 9,299 715 717
Amount due to subsidiaries 16.2 - - 3.919 5,424
Provision for onerous contracts 16.3 17.631 19.599 - -
118,777 67.370 4,634 6,141

16.1 Trade payables
Included in trade puydbles of the Group dre retention sums amounting to RM9,098,000 (2017: RM5,680,000).

Included in trade puyubles of the Group dre trade uccruuls RM35,437,000 (2017: RM9,031,000) in relution to
subcontractor claims where billings have yet to be received.

16.2 Amount due fo subsidiaries

The umount due fo subsidiaries of the compuny is unsecured, interest free und repuyuble on demaund.
16.3 Provision for onerous contract

Included in the provision for onerous contract are the following:

(u) The obligution to develop ufforduble housing us purt of the cost of constructing the premium housing scheme
developed by u subsidiury of the Group of RM17,631,000 (2017: RM16,631,000).

(b) Cost esculution due to the delay in two projects of u subsidiary of RM2,968,000 in financial yeur ended 2017.
The projects were completed during the financial year, with dll cost fully incurred.

17. Revenue

Group Company
2018 2017 2018 2017
RM’000 RM’000 RM’000 RM’000
Restated
Revenue from contracts with customers
Sdle of yoods 79.415 79,082 - -
Contract revenue 117,405 47,083 - -
Property development revenue 4,689 27,273 - -
Project munagement fees und lundscuping
maintenance services 3,318 3,198 - -

204,827 156,636 - -
Other revenue

Rentdl of motor vehicle und muchinery 2,483 2,400 - -
Rental income from investment properties 2,145 2,417 1.369 1.488
Dividend income from unyuoted subsidiury - - 12,410 10,000

4,628 4,817 13.779 11,488
Total revenue 209,455 161,453 13.779 11,488

Timing and recognition on revenue with contract customers
At u point in time 84,104 79,082 - -
Over fime 120,723 77,554 - -

204,827 156,636 - -

Revenue of the Group is predominuntly from operations in Malaysiu,
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NOTES TO THE FINANCIAL STATEMENTS

17. Revenue (continued)
17.2 Transaction price allocated to the remaining performance obligations

The followiny table shows revenue from performance obligations that ure unsutisfied (or partidlly unsatisfied) at the
reporting dute. The disclosure is only providing informution for contracts that have u duration of more than one year.

Group 2019 2020 2021 Total
RM’000 RM’000 RM’000 RM’000
Revenue from construction contracts 253,163 - - 253,163

The ubove revenue does hot include variable consideration unless certified by main contractor/customer.
The Group upplies the followinyg practical expedients:

e exemption on disclosure of informution on remuining performunce obligations that have original expected
durutions of one yedar or less.

e exemption not to udjust the promised umount of considerdation for the effects of u significant finunhciny
component when the period between the transfer of a promised good or service to a customer und wheh the
customer puys for that good or service is one yeur or less.

17.3 Significant judgements and assumptions arising from revenue recognition

The Group upplied the followiny judygements and assumptions that sighificantly affect the determination of the
uamount und timiny of revenue recognised from confructs with customers:

e For construction contracts, the Group Meusured the performance of construction work done by compauring the
actuul costsincurred with the estimated totdl costs required to complete the construction. Sighificunt judgements
dre reyuired to estimute the totul contract costs to complete. In muking these estimates, maunugement relied
on professiondls’ estimutes aund dlso on pust experience of completed projects. A chaunge in the estimates will
directly uffect the revenue to be recoghnised in relation to ongoing developments.

e The Group recoyhised property development revenue and expenses in relation to ongoing development in
profit or loss by reference to the proportion that property development costs incurred for work performed fo
dute compured to the estimuted totul property development costs.

Significant judgements ure required in determining the stage of completion, the extent of the property development
costs incurred, the estimated totdl property development revenue und costs, us well us the recoverdbility of the
development projects. In mukiny the judygement, the Group evuluates bused on pust experience and by relying on
the work of urchitects und yuantitative surveyors.

18. Cost of sales

Group Company
2018 2017 2018 2017
RM’000 RM’000 RM’000 RM’000
Restated
Cost of goods sold 71,137 74,556 - -
Contract costs recoghised s an expense 132,669 46,515 - -
Property development expenses 2,812 14,211 - -
Direct operuting expenses 6,241 6,938 - -
Project munagement fees und landscuping
muintenunce services 3.976 4,097 - -
Rentdl expenses 1.967 2,147 1,557 1.291
218,802 148,464 1,557 1.291
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19. Finance income

Interest income

20. Finance costs

Interest expense from:
- Finance leuse liubilities
- Other finunce costs
- Revolviny credit
Unwindihy of discount in relation to provision
for onerous contruct

21. (Loss)/Profit before tax

(Loss)/Profit before tax is arrived after charging:
Auditors’ remunerdation:
KPMG
- Audit fees
- Non-uudit fees
Firm other thun KPMG
- Audit fees
Deypreciution of property, plunt and equipment
Deypreciution of investment properties
Impdirment loss on:
Financial ussets:
- Trade receivables
- Confract ussets
Non-finunciul ussets:
- Investment in subsidiary
- Property, plunt and equipment
- Investment properties
- Investment in ussociute

NOTES TO THE FINANCIAL STATEMENTS

Personnel expehses (including key management personnel):

- Contributions to Employees’ Provident Fund

- Wages, sularies und others
Property, plant and equipment written off
Rentul of motor vehicles
Rentdl of premises
Rentdl of equipment und machinery

and after crediting:
Dividend income from subsidiuries (unguoted)

Guin on disposul of property, plunt und eyuipment

Guin on disposul of usset held for sule
Rental of machinery
Rentdl income from investment properties
Reversal of impairment loss on:

Trade receivables

Group Company

2018 2017 2018 2017
RM’000 RM’000 RM’000 RM’000

860 817 65 102

Group Company

2018 2017 2018 2017

RM’000 RM’000 RM’000 RM’000
Restated

157 153 6 51

280 208 - -

528 775 - -

997 941 - -

1.962 2,077 6 51

Group Company
2018 2017 2018 2017

RM’000 RM’000 RM’000 RM’000

246 228 85 75

8 12 - 8

9 9 - -

2,983 2,852 173 176

1,180 1.289 565 673

1,968 592 - -

1,204 - - -

- - 2,809 2,325

1.333 - 68 -

- - 267 -

318 29 - -

1,547 1.249 33 37

16,574 14,619 511 509

2 - - -

535 195 - -

1.643 1,038 - 6

4943 1577 - -

- - 12,410 10,000

275 338 - -

191 586 - -

2,483 2,400 - -

2,145 2417 1.369 1.488

66 345 - -
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22.

23.

Tax expense

Recognised in profit or loss

Current tax expense
Current yeur
(Oven)/Under provision in prior year

Deferred tax expense
Origination und reversul of temporary differences
Over provision in prior yeur

Reconciliation of tax expense
(Loss)/Profit before tux

Tax at Malaysian tax rate of 24% (2017: 24%)
Noh-deductible expenses

Non-tuxable income

Effect of unrecoyhised deferred tux ussets

(Over)/Under provided in prior years

Loss per ordinary share

Basic loss per ordinary share

Group Company
Note 2018 2017 2018 2017
RM’000 RM’000 RM’000 RM’000
Restated
1,287 3.596 236 278
(50) 72 22 65
1,237 3,668 258 343
®G21) (254) - -
@ - - -
8 (525) (254) - -
712 3414 258 343
(29,029) (3.443) 8.583 7,087
6.967) (826) 2,060 1,701
1,449 1,108 1.154 1,013
(106) (2,694) (2,978) (2.436)
6,390 5,898 - -
766 3,486 236 278
54 72) 22 65
712 3414 258 343

The cdlculation of busic loss per ordinary shuare at 31 December 2018 wus bused on the profit uttributable to ordinary
shareholders und the weighted uverage humber of ordinary shures outstanding, culculated us follows:

Loss uttributuble to ordinary shareholders
Group

Loss for the year uttributable to owners of the Company

Group

Weighted average number of ordinary shares at 31 December

Group
Busic loss per ordinary share

There is no dilution of edrnhings per share us there is no potentidl diluted ordinary shares.

KNUSFORD BERHAD

2018 2017
RM’000 RM’000
(29.741) (6.857)

2018 2017

’000 ’000

99,645 99.645

2018 2017

Sen Sen
Restated
(29.85) (6.88)




24.

25.

NOTES TO THE FINANCIAL STATEMENTS

Dividends

No dividend wus puid during the financidl yeur and the Directors do hot recommend dny dividend to be puid for the
finuncial yeur under review.

Operating segments

Operuting segments are components in which sepurate finuncial information is avdiluble that is evaluated regularly by

the Munuaying Director ("MD”) in deciding how to dllocute resources und in ussessing performunce of the Group. The
Group hus five reportable segments as described below:

Trading Sdles of light und heuvy machinery und tfrading of building materials

Property development Development of residentiul und commerciul properties

Investment property Rental of investment properties

Construction Civil works contfracting und lundscupe construction

Services Rentdl of muchineries und eyuipment, provision of fransportation services, project

munugement services und landscupe muaintenunce

The trading segment are operated by two main operating subsidiaries within the Group. These operating segments
ure ugyreyuted to form u reportuble segment due to the similar nature und economic churacteristics of the products
provided. The type of customers for these segments consists of industrial consumers.

Performunce is meusured bused on segment profit before tax, interest und depreciation ds included in the interndl
management reports that are reviewed by the Group’s Managing Director (the chief operdating decision maker).
Segment profit is used to Meusure performunce us management believes that such information is the most relevant in
evuludting the results of certuin segments relutive to other entities that operate within these industries.

Segment assets
The totdl of segment usset is mMeusured bused on dll ussets of U segment.

Segment liabilities
The totdl of segment lidbilities is meusured bused on dll lidbilities of u segment.

Segment capital expenditure
Segment capital expenditure is the total cost incurred during the financial year to acquire property, plant and equipment.,
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25. Operating segments (continued)

26.

Geographical information

NOTES TO THE FINANCIAL STATEMENTS

The revenues of the Group ure from its operutions in Malaysia.

Allhon-current ussets of the Group were maintained within Malaysia except for an amount of RM228,000 (2017: RM254,000)

which was maintained in Singapore us at the end of the current and previous financial periods.

Major customers

Revenue from four customers (2017: four customers) of the Group amounted fo RM97,211,000 (2017: RM71,505,000) which

contributed to 47% (2017: 44%) of the Group’s revenue.

Financial instruments

26.1 Categories of financial instruments

The tuble below provides un aunalysis of finuncial instruments us ut 31 December 2018 cuteyorised us umortised cost

CAC).

Group

Financial assets

Trade und other receivubles*®
Cush und cush eyuivalents

Financial liabilities
Borrowinys
Trade and other puydbles

Company

Financial assets

Trade und other receivubles*®
Cush und cush equivalents

Financial liabilities
Borrowinys
Trade und other puyubles

Carrying
amount AC
2018 2018
RM’000 RM’000
124,528 124,528
33,487 33,487
168,015 158,015
1,729 11,729
(118,777) (118,777)
(130,506) (130,506)
3,663 3.663
4,410 4,410
8.073 8.073
(3.090) (3.090)
(4,634) (4,634)
(7.724) (7.,724)

*Excluding prepuyments und goods und services tux refunduble
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NOTES TO THE FINANCIAL STATEMENTS

26. Financial instruments (continued)
26.1 Categories of financial instruments (contfinued)

The tuble below provides un unalysis of finuncial instruments us ut 31 December 2017 cuteyorised us louns und
receivubles ("L&R") und other finuncidl lidbilities meusured at amortised cost ("OL”).

Carrying L&R/
amount (OL)
2017 2017
RM’000 RM’000
Group
Financial assets
Trade und other receivubles® 124,986 124,986
Cush und cush equivalents 38,151 38,151
163,137 163,137
Financial liabilities
Borrowinys (19.,897) (19.897)
Trade und other puyubles (67.,370) (67.370)
(87,267) (87.,267)
Company
Financial assets
Trade and other receivables* 13,115 13,115
Cush und cush equivalents 2,967 2,967
16,082 16,082
Financial liabilities
Borrowinys (9.147) 9.1471)
Trade and other puydbles 6.141) 6.141)
(15,282) (15,282)
*Excludinyg prepuyments und goods und services tux refunduble
26.2 Net gains and losses arising from financial instruments
Group Company
2018 2017 2018 2017
RM’000 RM’000 RM’000 RM’000

Net (losses)/guins on:
Financial ussets at amortised cost (1,042) - 65 -

Louns und receivables - 570 - 102
Financiadl lidbilities meusured at umortised cost (965) (1,136) 6) ®én
(2,007) (566) 59 51

26.3 Financial risk management
The Group have exposure to the following risks from its use of financial instfruments:
e Credit risk

e Liguidity risk
o Murket risk
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NOTES TO THE FINANCIAL STATEMENTS

26. Financial instruments (continued)
26.4 Credit risk

Credit risk is the risk of u financial loss if a customer or counterpurty to a finuncial instrument fuils to meet its confractual
obligutions. The Group’s exposure to credit risk arises principully from the individual characteristics of each customer.
The Compuny’s exposure to credit risk arises principally from louns und udvances to subsidiaries und financial
guarantees yiven to bunks for credit facilities granted to subsidiaries. There dre no sighificant chunyes us compured
to prior periods.

Trade receivables and contract assets
Risk munhagement objectives, policies und processes for munaging the risk
Management has u credit policy in pluce und the exposure to credit risk is monitored on aun ongoing busis.

At euch reporting dute, the Group or the Compuny ussesses whether any of the trude receivubles und contfract
ussets are credit impuaired.

The gross currying umounts of credit impuired frade receivables und contract ussets ure written off (either partially
or full) when there is ho redlistic prospect of recovery. This is yenerdlly the cuse when the Group or the Compuny
determines that the debtor does not have dssets or sources of income that could generate sufficient cash flows to
repuy the umounts subject to the write-off. Nevertheless, trade receivables und contract ussets that are written off
could still be subject to enforcement uctivities.

There are no sighificant changes us compared to previous yedr.
Exposure to credit risk, credit qudlity and collateral

As at the end of the reporting period, the muximum exposure to credit risk arising from frade receivables aund
contruct ussets are represented by the carrying amounts in the stutement of finuncial position.

The Group receives finunciul guurantees given by bunks, shareholders or directors of customers in manuyinyg
exposure to credit risks.

Concentration of credit risk

As at 31 December 2018, the Group has sighificunt concentration of credit risk in the form of outstanding balances
from two customers (2017: two customers) which umounted to 2018: RM37,797,000 (2017: RM48,904,000) representing
27% (2017: 36%) of total trude receivubles and outstanding balances from three related parties amounting to
RM17.481,000 (2017: RM31,073,000) representing 12% (2017: 23%) of the totul frade receivubles. The Directors ure of
the opinion that the outstunding baulunces from these customers und reluted parties are fully recoverable bused on
the followiny:

e Certuin puyments have been subseqyuently received from these customers and reluted parties ufter the reporting
dute; und

e The Directors have mude ussessments that these customers und related puarties have the dbility to repay the
balunces outstunding und will tuke the necessary uction to ensure recovery of the bulunces.

The disclosure of the credit risk exposure for trade receivubles us at the end of the reporting period by yeoyruphic
region is hot disclosed us the Group’s and the Company’s business is operated solely in Malaysia,
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NOTES TO THE FINANCIAL STATEMENTS

26. Financial instruments (continued)
26.4 Credit risk (continued)
Trade receivables and contract assets (continued)
Recoghition and medsurement of impuirment losses

The Directors munayes its debtors aund taukes uppropriate uctions (including but not limited to legul uctions) to
recover lohy overdue bulunces.

The Group uses un dllowance matrix to meausure ECLs of frade receivables for dll segments except for construction
segment und property development segment.

Expected credit loss (ECL) is estimuted bused on an unalysis of the auctuadl historical default rates for euch business
or product ureu. The defuult rates ure diso criticdlly evaluated bused on the expectations of the responsible
munuygement teum regyurding the collectability of the receivubles.

The Group ulso considers differences between (u) economic conditions during the period over which the historic datu
hus been collected, (b) current conditions und (¢) the Group'’s view of economic conditions over the expected lives
of the receivubles. Nevertheless, the Group believes thut these fuctors are immuterial for the purpose of impuirment
culculution for the year.

For construction contracts, us there are only a few customers, the Group dssessed the risk of loss of each customer
individudlly based on their financial information, past frend of payments and external credit ratings, where
applicuble. All of these customers have low risk of default.

The Group does hot huve dny sighificant credit risk from its property development activities us its products are
predominuntly sold to property purchusers with end finuncing facilities from reputuble finunciers. In addition, the
credit risk is limited as the ownership and rights to the properties revert to the Group in the event of default, and the
products do hot suffer from physicul, technologicdl nor fushion obsolescence.

The following tuble provides information about the exposure to credit risk and ECLs for frade receivubles und contfract
ussets us ut 31 December 2018 which are grouped together us they ure expected to have similar risk hature.

Gross

carrying Loss Net

amount allowances balance
Group RM’000 RM’000 RM’000
2018
Current (not pust due) 72,062 1,232 70,830
1 - 90 duys pust due 29,333 502 28,831
91 - 180 duys pust due 11,254 193 11,061
Past due more than 180 duys 41,801 719 41,082

154,450 2,646 151,804
Credit impaired
Trade receivubles individudlly impuired 11,338 11.275 63
Retention sums individudlly impcdired 5,347 5,337 10
Contract ussets individually impaired 19.839 19,839 -

190,974 39.097 151,877
Trade receivables 140,669 19,258 121,411
Contract ussets 50,305 19.839 30.466

190,974 39,097 151,877
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NOTES TO THE FINANCIAL STATEMENTS

26. Financial instruments (continued)
26.4 Credit risk (continued)
Trade receivables and contract assets (continued)

Recoghition and medusurement of impuirment losses (continued)

Gross
carrying Loss Net
amount allowances balance
Company RM’000 RM’000 RM’000
2018
Current (hot pust due) 69 - 69
1 - 90 duys pust due 24 - 24
91 - 180 duys pust due 34 - 34
Pust due more than 180 duys 204 - 204
331 - 331
Trade receivables 331 - 331

Trade receivubles that are pust due but not impuired are creditworthy debtors with good puyment records with the
Compuny.

The movements in the dllowunce for impuirment in respect of frade receivables und contract ussets of the Group
during the year are shown below:

Trade receivables

Lifetime ECL Credit impaired Contract assets Total
Group RM’000 RM’000 RM’000 RM’000
2018
Balance at 1 January as per MFRS 139 - 14,644 18,635 33,279
Adjustments on initial application of MFRS 9 2,712 - - 2,712
Balance at 1 January as per MFRS 9 2,712 14,644 18,635 35,991
Impairment loss - 1,968 1,204 3,172
Reversul of impuirment loss 66) - - 66)
Balance at 31 December 2,646 16,612 19,839 39.097

Compuardative information under MFRS 139, Financial Instruments: Recoghition and medsurement

The uyiny of trude receivubles und contract assets us ut 31 December 2017 was s follows:

Individual
Gross impairment Net

Group RM’000 RM’000 RM’000
2017
Not pust due* 38,037 - 38,037
Past due 1 - 90 duys 18,875 - 18,875
Past due 91 - 180 duys 18,026 asn 17,875
Pust due more than 180 duys 91,563 (33,128) 58,435

166,501 (33,279) 133,222

*Including contract ussets
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NOTES TO THE FINANCIAL STATEMENTS

26. Financial instruments (continued)

26.4 Credit risk (confinued)

Trade receivables and contract assets (continued)
Compuardtive information under MFRS 139, Finuncidl Instruments: Recoghition ahd medusurement (continued)

The uyiny of trude receivubles us ut 31 December 2017 wus us follows:

Individual
Gross impairment Net

Company RM’000 RM’000 RM’000
2017
Not pust due 80 - 80
Paust due 1 - 90 duys 52 - 52
Past due 91 - 180 duys 68 - 68
Past due more than 180 days 112 - 112

312 - 312

Trade receivubles thut ure pust due but not impuired are creditworthy debtors with good payment records with the
Compuny.

The movements in the dllowunce for impdirment losses of trade receivables und contfract ussets during the finuncial
yeur were:

Trade Contract
receivables assets Total

Group RM’000 RM’000 RM’000
2017

At 1 Junuary 14,397 18.635 33.032
Impuirment loss recoynised 592 - 592
Impuirment loss reversed (345) - (345)
At 31 December 14,644 18,635 33.279

Cash and cash equivalents

The cush und cush eyuivalents are held with bunks and finauncial institutions. As at the end of the reporting period,
the muximum exposure to credit risk is represented by their carrying amounts in the statement of finuncial position.

These bunks und financidl institutions have low credit risks. In addition, some of the bunk bulunces are insured by
government ugencies. Conseyuently, the Group und the Compuny are of the view that the loss dllowance is not
material and hence, it is hot provided for.

Financial guarantees

Risk mahagement objectives, policies and processes for mandging the risk

The Compuny provides unsecured finunciul guarantees to bunks in respect of bunking fucilities granted to certain
subsidiaries. The Compuany monitors the ability of the subsidiaries to service their loans on an individuadl basis.

Exposure to credit risk, credit qudlity and collateral

The mauximum exposure to credit risk umounts to RM 11,550,000 (2017: RM23,424,000) representing the outstunding
bunking facilities of the subsidiaries us ut the end of the reporting period.

The finunciul guurauntees ure provided us credit enhancements to the subsidiaries’ bunking facilities.
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NOTES TO THE FINANCIAL STATEMENTS

26. Financial instruments (continued)

26.4 Credit risk (confinued)

Financial guarantees (continued)
Recoghition ahd measuremehnt of impairment loss

The Compuny ussumes that there is u sighificant increuse in credit risk when d subsidiary’s financial position
deteriorates significantly. The Compuany considers a financial guarantee to be credit impaired when:

e The subsidiary is unlikely to repay its credit obligation to the bank in full; or
e The subsidiury is continuously loss making and is having a deficit shareholders’ fund.

The Compuny determines the probubility of default of the guaranteed louns individudlly using internal information
avdilable.

No impdirment loss was provided for financial guarantee during the financial year.
Inter-company loans and advances
Risk mancagement objectives, policies and processes for mandging the risk

The Compuny provides unsecured louns und udvances to subsidiuries. The Compuny monitors the dbility of the
subsidiuries to repuay the louns und udvances on uh individudl busis.

Exposure to credit risk, credit qudlity and collateral

As ut the end of the reporting period, the muximum exposure to credit risk is represented by their carrying amounts
in the statement of financial position.

Louns und udvances provided dre not secured by uny colluterdl or supported by uny other credit enhancements.
Recoghition and meusurement of impuirment loss

Genherdlly, the Compuny conhsiders louns und advunces to subsidiaries have low credit risk. The Compuny ussumes
that there is a significant increuse in credit risk when d subsidiary’s finuncial position deteriorates significantly. As
the Compuny is uble to determine the timing of puyments of the subsidiaries’ louns und audvances when they ure
puydble, the Compuny considers the louns und advances to be in default when the subsidiaries are hot able to puy
when demanded. The Compuny cohsiders u subsidiary’s loun or udvunce to be credit impuired when:

e The subsidiury is unlikely to repay its loun or advance to the Company in full; or
o The subsidiury is continuously loss making and is having a deficit shareholders’ fund.

The Compuny determines the probability of default for these loans and advances individudlly using infernal
information avdailable.

The following table provides information dbout the exposure to credit risk und ECLs for subsidiaries’ louns and
udvunces us ut 31 December 2018.

Gross Impairment
carrying loss Net
amount allowances balance
Company RM’000 RM’000 RM’000
2018
Low credit risk 3,272 - 3,272
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NOTES TO THE FINANCIAL STATEMENTS

26. Financial instruments (continued)

26.5

26.6

26.6.1

Liquidity risk

Liguidity risk is the risk that the Group will hot be duble to meet its finuncidl obligations us they full due. The Group'’s
exposure to liquidity risk arises principdilly from its various paydbles and borrowings.

The Group Muintdins a level of cush und cush equivdlents and bunk fucilities deemed udeyuute by the
management to ensure, as far us possible, that it will have sufficient liquidity to meet its liabilities when they fall due.

It is not expected thut the cush flows included in the muturity andlysis could occur significantly earlier, or at
significantly different amounts.

Maturity andlysis

The table below summarises the muturity profile of the Group’s und the Compuny’s finuncidl liabilities us at the end
of the reporting period bused on undiscounted contractuul pauyments:

Contractual

Carrying interest Contractual Under 1-2 2-5

Group amount rate cash flows 1year years years
RM’000 % RM’000 RM’000 RM’'000 RM’000

2018
Non-derivdative financidl liabilities
Finaunce leuse liubilities 2,729 2.33-3.55 2914 1,293 840 781
Revolving credit 9,000 5.92-6.17 9,540 9,540 - -
Trade und other puydbles 118,777 - 118,777 118,777 - -
2017
Non-derivdative financidl liabilities
Finaunce leuse liubilities 3,097 2.31-3.55 3,345 1,240 1,097 1,008
Revolving credit 16,800 3.83-5.91 16,859 16,859 - -
Trade und other puydbles 67,370 - 67,370 67,370 - -
Company
2018
Non-derivdtive financidl liabilities
Trade und other puydbles 4,634 - 4,634 4,634 - -
Finance leuse lidbilities 90 2.56 Q4 56 38 -
Revolving credit 3,000 5.92-6.17 3.016 3,016 - -
Finuncial guarantee - - 11,550 11,550 - -
2017
Non-derivdative financidl liabilities
Trade und other payubles 6,141 - 6,141 6,141 - -
Finance leuse liabilities 141 2.56 150 56 56 38
Revolving credit 9,000 3.83-5.91 9,045 9,045 - -
Financial guarantee - - 23,424 23,424 - -
Market risk

Moarket risk is the risk that changes in market prices, such as foreigh exchange rates, interest rates und other prices
that will affect the Group'’s financidl position or cash flows. The Group is hot expose to uny significunt foreign
currency risks.

Interest rate risk
The Group’s und the Compuny’s investments in fixed rate deposits with licensed bunks und its fixed rate borrowings

are hot significuntly exposed to interest rate risks. The Group’s variuble rate borrowings ure exposed to u risk of
chanye in cush flows due to chunges in interest rates.
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NOTES TO THE FINANCIAL STATEMENTS

26. Financial instruments (continued)
26.6.1 Interest rate risk (confinued)
Risk manhcagement objectives, policies and processes for mandging the risk

Interest rate exposure arising from the Group’s and Compuny’s borrowinygs is managed through the use of fixed
and flouting rate debts. The Group does hot use derivdtive finuncidl instrument to hedye its debt obligation.

Exposure to interest rate risk

The interest rate profile of the Group’s aund the Compuany’s significant interest-bearing financial instruments, based
on carrying amounts s at the end of the reporting period wus:

Group Company
2018 2017 2018 2017

RM’000 RM’000 RM’000 RM’000
Fixed rate instruments
Financial asset
Deposit with licensed bunks 22,781 21,104 639 2,781
Financial liabilities
Finance leuse liabilities (2,729 3.097) Q0) 141
Floating rate instruments
Financial liabilities
Revolving credit (9.000) (16,800) (3.000) (9.000)

Interest rute risk sensitivity andlysis
(a) Fdir value sensitivity andlysis for fixed rate instruments

The Group does hot account for any fixed rate financial assets and liabilities at fair value through profit or loss.
Therefore, u chunye in interest rates at the end of the reporting period would hot uffect profit or loss.

(b) Cush flow sensitivity andlysis for variable rate instruments
A chunge of 100 busis points ("bp”) in interest rates ut the end of the reporting period would have increused/

(decreused) eyuity und post tux profit or loss by the umounts shown below. This unalysis assumes that all
other vuridbles, in particular foreign currency rates, remained constant,

Profit or loss

100 bp 100 bp
increase decrease

Group RM’000 RM’000
2018
Flouting rate instruments (@) 7
2017
Floating rate instruments (13) 13
Company
2018
Floating rate instruments (@) 2
2017
Flouting rate instruments (@) 7
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NOTES TO THE FINANCIAL STATEMENTS

26. Financial instruments (continued)
26.7 Fair value information
The currying umounts of cash and cush equivalents, short term receivables und puydbles und short term borrowings
reusonubly approximute their fair values due to the reldtively short term nature of these finuncial instruments.
Accordingly, the fdir values and fuir value hierarchy levels have hot been presented for these instruments.
The tuble below unalyses finuncial instruments not carried ut fuir value for which fair value is disclosed, tfogether

with their carrying amounts shown in the statements of financial position.

Total fair  Carrying

Level 3 value amount
Group RM’000 RM’000 RM’000
2018
Financial liabilities
Finance leuse lidbilities 2,849 2,849 2,729
2017
Financial liabilities
Finance leuse lidbilities 3,257 3,257 3,097
Company
2018
Financial liabilities
Finance leuse liabilities 94 94 90
2017
Financial liabilities
Finunce leuse lidbilities 150 150 141

Level 3 fair value

Level 3 fuir value is estimated using inputs for the finuncial ussets or livbilities that are not bused on observuble
murket data (unobservable inputs). The fuir value within Level 3 of the finunce leuse liubilities is determined by
using estimated future cush flows discounted using market reluted rate for u similar instrument at the reporting
date. The inferest rute used to discount the estimated cush flows for the finance leuse of the Group und the
Compuny is 2.33% to 3.55% (2017: 2.31% to 3.55%) und 2.56% (2017: 2.56%), respectively.

27. Capital management
The Group'’s objectives when munayging cupitdl is fo maintain un optimal capitdl structure und sufeguard the Group’s
ubility to continue us a goihg concern, so us to maintain investor, creditor and market confidence and to sustain future
development of the business. The Bourd of Directors monitors the return on cupital, which the Group defines us results

from operating uctivities divided by totdl shareholders’ equity.

There were no chunges in the Group’s upprouch to capital munuygement during the yeuar,
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28. Operating leases

29.

Leases as lessee

Non-cuncelluble operdting leuse rentdls are puydble us follows:

Group Company
2018 2017 2018 2017
RM’000 RM’000 RM’000 RM’000
Less than 1 year 197 197 56 56
Between 2 und 5 yeurs 107 107 89 89
304 304 145 145

The Group und the Company ledse properties under operating leases. The leuses typicdlly run for a period of one yedr,
with an option to renew the leuse ufter that dute.

Leases as lessor

The Group und the Compuny leuse out their investment properties (see Note 4). The future minimum leuse receivubles
under non-cuncelluble leuses ure us follows:

Group Company
2018 2017 2018 2017
RM’000 RM’000 RM’000 RM’000
Less than 1 year 968 1,481 708 1,093
Between 2 and 5 yeurs 201 242 101 -
1,169 1,723 809 1,093

Related parties
Identity of related parties

For the purposes of these finuncidl statements, parties ure considered to be reluted to the Group if the Group or the
Compuny has the ability, directly or indirectly, to control or jointly control the party or exercise significant influence over
the puarty in making finuncial und operating decisions, or vice versu, or where the Group or the Compuny und the purty
are subject to common control. Reluted parties may be individudls or other entities.

Reluted parties ulso include key manugement personnel defined us those having authority and responsibility for planning,
directing and controlling the activities of the Group either directly or indirectly. The key management personhel include
dll the Directors of the Group.

The Group hus related party relationship with its sighificant investors, subsidiaries, associates, key munugement personnel
and with the following compuanies, which are deemed related to the Directors aund mujor shareholders, us follows:

i) Ekovest Berhud, Ekovest Construction Sdn. Bhd., Ekovest Project Munugement Sdn. Bhd., Ekovest Properties Sdn.
Bhd., Kohsortium Lebuhraya Utara-Timur (KL) Sdnh. Bhd., Ekoriver Construction Sdn. Bhd., Ekovest Land Sdn. Bhd.,
Ekovest Cupitul Sdn. Bhd. und Ekovest Energy Sdn. Bhd. ure deemed reluted to Tun Sri Duto’ Lim Kang Hoo und Khoo
Nany Seng @ Khoo Nam Seny;

i) Aramijuya Sdn. Bhd., Dunga Bay Sdn. Bhd., Ekovest Holdings Sdn. Bhd., Iskandar Waterfront Sdn. Bhd., Pembinaun KS
Tebrau Sdn. Bhd., Rumpui Fokus Sdn. Bhd., Iskandar Waterfront City Berhud und its subsidiaries, Terus Hijaujaya Sdn.
Bhd., Paru Impiana Sdn. Bhd., Casa Green City Sdn. Bhd., Riverside Terra Sdn. Bhd. and Tebrau Bay Cohstruction Sdn.
Bhd. ure deemed reluted to Tan Sri Duto’ Lim Kang Hoo; and,

il WCM Muchinery Sdn. Bhd. is deemed related to Tun Sri Duto’ Lim Kung Hoo und Duto Lim Kuny Swee.

KNUSFORD BERHAD
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29. Related parties (continued)

Significant related party fransactions

Related puarty fransactions have been entfered into in the hormal course of business under heyotiated terms. The
sighificunt reluted purty trunsactions of the Group und the Compuny ure showhn below. The bulunces reluted to the

below transactions are shown in Notes 11 and 16.

Type of transactions

Sdle und rental of
machinery und
eyuipment, transportation
chuarges und sule of
building materidls

Contract and maintenance
income

Purchuse and rentul of
machinery und equipment,
purchuse of building
materiuls und miscelluneous
services

KNUSFORD BERHAD

Related parties

Arumijaya Sdn. Bhd.
Dunygu Bay Sdn. Bhd.
Ekovest Construction Sdn. Bhd.
Rumpui Fokus San. Bhd.
Konsortium Lebuhraya
Utara-Timur (KL) Sdn. Bhd.
Iskandur Wuterfront City Berhad
and its subsidiaries
Iskandar Waterfront Sdn. Bhd.
Ekoriver Construction Sdn. Bhd.
Ekovest Cupital Sdn. Bhd.
Nodeduu Sdn. Bhd.
Terus Hijaujayu Sdn. Bhd.
Ekovest Project Munhagement Sdn. Bhd.

Greenlund Knusford Construction Sdn. Bhd.

Lee Hun Kheny

Dunygu Bay Sdn. Bhd.

Ekovest Construction Sdn. Bhd.

Konsortium Lebuhraya
Utara-Timur (KL) Sdn. Bhd.

Rumpui Fokus San. Bhd.

Iskandar Waterfront City Berhad
and ifs subsidiaries

Terus Hijaujayu Sdn. Bhd.

Ekoriver Construction Sdn. Bhd.

Ekovest Project Munagement Sdn. Bhd.

Arumijaya Sdn. Bhd.

Greenlund Knusford Construction Sdn. Bhd.

Knusford Compuss Sdn. Bhd.
Tan Sri Dato’ Lim Kang Hoo
Iskandar Waterfront Sdn. Bhd.

Terus Hijaujayu Sdn. Bhd.

Aramijayd Sdn. Bhd.

Ekovest Berhad.

Ekovest Construction Sdn. Bhd.

Dunygu Bay Sdn. Bhd.

Rumpui Fokus Sdn. Bhd.

Iskandar Wuterfront Sdn. Bhd.

Pembinaan KS Tebrau Sdn. Bhd.

Ekovest Holdings Sdn. Bhd.

Karib Industri Sdn. Bhd.

Ekoriver Construction Sdn. Bhd.

Iskandar Waterfront City Berhad
and its subsidiaries

Knusford Compuss Sdn. Bhd.

2018
RM’000

2,680

20,537
1.652

12

21,365
346
12,962
401

918
426
15

248
31.925
149
106

20
1,435
57

159
2,296
1,083

4,964

975

295
116

1,524

190
1,301

2017
RM’000

1,960
5
20,517
2,652

1,668

2,124

44
958
45
95
98

227
204
107

18




29. Related parties (continued)

NOTES TO THE FINANCIAL STATEMENTS

Significant related party transactions (continued)

Group
2018 2017
Type of fransactions Related parties RM’000 RM’000
Project munugement fees Ekovest Project Munagement Sdn. Bhd. - 133
Rentdl of premises puid Arumijaya Sdn. Bhd. 17 18
Dunygu Bay Sdn. Bhd. 48 56
Ekovest Energy Sdn. Bhd. 4 6
Ekovest Properties Sdn. Bhd. 178 164
Ekovest Construction Sdn. Bhd. 16 7
Ekovest Holdings Sdn. Bhd. 87 -
Lim Sew Hua 18 -
Rental of premises received Dunygu Bay Sdn. Bhd. 230 323
Ekovest Construction Sdn. Bhd. 42 18
Iskandar Waterfront Sdn. Bhd. 80 67
Rumpui Fokus Sdn. Bhd. 18 5
Iskandur Waterfront City Berhad
and its subsidiaries 36 36
Company
2018 2017
Type of transactions Related parties RM’000 RM’000
Rental of premises received Dunygu Bay Sdn. Bhd. 95 188
Iskandar Waterfront Sdn. Bhd. 60 60
Rumpui Fokus Sdn. Bhd. 18 5
Subsidiaries
Knusford Construction Sdn. Bhd. 164 164
Knusford Marketing Sdn. Bhd. 47 87
Rudiunt Seus Sdn. Bhd. 111 112
Knusford Lundscupe Sdn. Bhd. 82 82
Knusford Project Management Sdn. Bhd. 26 79
Khusford Equipment Sdn. Bhd. 46 10
Knhusford Resources Sdn. Bhd. 36 18
Key management personnel compensation
The key munugement personnel compensution ure as follows:
Group Company
2018 2017 2018 2017
RM’000 RM’000 RM’000 RM’000
Directors
- Fees 180 180 180
- Remunerdation 1,573 1.417 -
Other short-term employee benefits
(including estimuted monetury value of benefits-in-kind) 71 50 61
1,824 1,647 241
Other key management personnel
Remunerution 2,028 2,659 =
Other short-term employee benefits
(including estimuted monetury value of benefits-in-kind) 7 - -
2,035 2,659 -
3.859 4,306 241

Key munugement personnel compirises persons other than the Directors of the Group, having authority and responsibility
in planniny, directing and controlling the dctivities of the entity either directly or indirectly. The persons ure the Group
Chief Executive Officer, General Munuger und Project Directors.
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30. Details of subsidiaries

The principal uctivities of the subsidiaries, which are dll incorporated in Malaysia except for Knusford International Pte.
Ltd. und Knhusford Venture Pte. Ltd., which are both incorporated in Singupore, aund the effective ownership und voting
interest of Knusford Berhad are shown below:

102

Name of company

Subsidiaries
Knusford Holdings Sdn. Bhd.

Knusford Eyuipment San. Bhd.

Knusford Construction Sdn. Bhd.
D-Hill Sdn. Bhd.

Kotu Ekspres Sdn. Bhd.

Lakaran Cuhuya Sdn. Bhd.

Knusford Oil & Gus Sdn. Bhd.

Knusford Project Munagement Sdn. Bhd.

Knusford Resources Sdn. Bhd. (fka
Tetup Amaun Kapital Sdn. Bhd.)

Subsidiaries of Khusford Holdings San. Bhd.

Knusford Marketing Sdn. Bhd.
Seyi Gemiluny Sdn. Bhd.
Hi-Plus Development Sdn. Bhd.
Knusford Lundscupe Sdn. Bhd.
Subsidliaries of Khusford

Equipment San. Bhd.
Radiunt Seus Sdn. Bhd.

Yasmin Marine Technhology Sdn. Bhd.

Subsidiaries of Khusford
Oil & Gus Sdn. Bhd.
Knusford International Pte. Ltd.*

Subsidliaries of Khusford
Internationadl Pte. Ltd.
Knusford Venture Pte. Ltd.*

* - Not uudited by member firms of KPMG PLT.

KNUSFORD BERHAD

Effective
ownership interest
and voting interest

Principal activities 2018 2017
% %

Investment holding 100 100

Rentdl of muchihery und eyuipment, 100 100

fprovision of tfransportation services
and trading of building materials

Civil works contructing 100 100
Property development 100 100
Investment holding 100 100
Hus hot commenced operutions 100 100
Hus hot commenced operutions 100 100
Project munagement services 100 100
Trading in building materials 100 100
Trading in building materials 100 100
Rentadl of machinhery und eyuipment 100 100
Dormant 100 100
Landscupe construction and 100 100

tenunce uctivities

Sund trading, rental of machinery und 100 100
eyuipment uand fruding in
building muterials

Rental of muchinery und equipment 80 80

Investment or resule shares, stocks, 100 100
debenture & etc, munufacturers
und yenerul wholesule trade
including generul importers
and exjporters

Generul wholesule trade 100 100



NOTES TO THE FINANCIAL STATEMENTS

31. Significant changes in accounting policies

During the yedar, the Group und the Compuny udopted MFRS 15, Revenhue from Contracts with Customers ahd MFRS 9,
Financial Instruments on their finunciul statements. The Group and the Compuny ygenerdlly upplied the requirements
of these uccounting standards retrospectively with practical expedients and transitional exemptions as dllowed by
the standards. Nevertheless, us permitted by MFRS 9, the Group and the Compuany have elected hot to restate the
compurdtives.

31.1 Impacts on financial statements

The following tables summarise the impucts arising from the adoption of MFRS 15 and MFRS 9 on the Group’s und the
Compuny’s financial statements.

a. Statement of financial position

As
previously MFRS 15 As

reported adjustments restated
Group RM’000 RM’000 RM’000

1 January 2017
Investment properties 97.589 (6.082) 91.507
Deferred tux ussets 2,808 (2,808) -
Inventories 62,249 (29,099 33,1580
Contruct ussets - 14,093 14,093
Trade and other receivables 163,887 5.917) 147 970
Others 50,268 - 50,268
Total assets 366,801 (29.813) 336,988
Deferred tux liubilities 1,298 (254) 1,044
Trade und other puyubles 84,006 6.371) 77.635
Confruct liubilities - 266 266
Others 8,993 - 8,993
Total liabilities 94,297 (6.359) 87,938
Retdined earnings 150,166 (23,454) 126,712
Ofthers 122,338 - 122,338
Total equity 272,504 (23,454) 249,050
Total equity and liabilities 366,801 (29.813) 336,988

31 December 2017 1 January 2018
As
previously MFRS 15 As MFRS 9 As
reported adjustments restated adjustments restated
RM’000 RM’000 RM’000 RM’000 RM’000
Group

Investment properties 96,304 (6,082) 90,222 - 90,222
Deferred tux ussets 4,398 (4,398) - - -
Inventories 65,773 (40,586) 25,187 - 25,187
Conftruct ussets - 12,606 12,606 - 12,606
Trade und other receivubles 127,384 (793) 126,591 2,712) 123,879
Others 76,517 - 76,517 - 76,517
Total assets 370,376 (39,253) 331,123 2.712) 328,411
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31. Significant changes in accounting policies (continued)
31.1 Impacts on financial statements (confinued)

a. Statement of financial position (continued)

31 December 2017 1 January 2018
As
previously MFRS 15 As MFRS 9 As

reported adjustments restated adjustments restated

RM’000 RM’000 RM’000 RM’000 RM’000
Group
Deferred tax liabilities 1,274 (484) 790 - 790
Trade aund other puydbles 87.484 (20,114) 67,370 - 67,370
Contract lidbilities - 263 263 - 263
Others 20,501 - 20,501 - 20,501
Totul liubilities 109,259 (20,335) 88,924 - 88,924
Retdined eurninygs 138,773 (18,918) 119,855 2,712) 117,143
Others 122,344 - 122,344 - 122,344
Total equity 261,117 (18,918) 242,199 2.712) 239,487
Totul eyuity und lidbilities 370,376 (39.253) 331,123 2.712) 328,411

b. Statement of profit or loss and other comprehensive income

As
previously MFRS 15 As
reported adjustments restated
Group RM’000 RM’000 RM’000
For the year ended 31 December 2017
Revenue 140,851 20,602 161,453
Cost of sules (134,698) (13,766) (148.,464)
Gross profit 6,153 6,836 12,989
Other income 2,551 - 2,551
Administrative and other operating expenses (19.974) - (19.974)
Results from operating activities (11,270) 6,836 (4,434)
Net finunce costs @19 941) (1,260)
Share of profit of equity-accounted investments, net of tux 2,251 - 2,251
Loss before tax (9.338) 5,895 (3.443)
Tux expense (2,055) (1,359) 3.414)
Net loss after tax (11,393) 4,536 (6.,857)
As
previously As
reported restated
Basic loss per ordinary share (sen): 11.43 6.88
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31. Significant changes in accounting policies (continued)

31.1 Impacts on financial statements (continued)

c. Statement of cash flows

Group
For the year ended 31 December 2017
Cash flows from operating activities
Loss before tax
Adjustments for:
Impuirment loss on trade receivables
Reversal of impuirment loss on frade receivables
Interest expense
Others

Operating loss before changes in working capital
Chunges in working capital:

Inventories

Trade und other receivubles

Contract ussets

Trade und other puyubles

Contract lidbilities

Cash generated from operations
Tax puid

Interest puid

Inferest received

Net cash from operating activities
Cash flows from investing activities

Interest received

Others

Net cash used in investing activities
Cash flows from investing activities

Interest paid

Others

Net cash from financing activities

Net increase in cash and cash equivalents

31.2 Accounting for financial instruments

a. Transition

In the udoption of MFRS 9, the followinhy transitional exemptions us permitted by the stundard have been

udopted:

i) The Group und the Compuny huve hot restated comparative information for prior periods with respect to
clussification und meusurement (including impdirment) regyuirements. Differences in the currying amounts
of finunciul ussets und financial lidbilities resulting from the adoption of MFRS 9 ure recoynised in retuined
eurnings und reserves us ut 1 Junuary 2018. Accordingly, the informution presented for 2017 does not
generdlly reflect the reguirements of MFRS 9, but rather those of MFRS 139, Financidl Instruments: Recoghition

and Medsurement,

As
previously MFRS 15 As
reported adjustments restated
RM’000 RM’000 RM’000
(9.338) 5,895 (3.443)
- 592 592
- (345) (345)
1,136 941 2,077
178 - 178
(8,024) 7.083 @41
(3.524) 11,487 7.963
26,509 (56.370) 21,139
- 1,487 1,487
3,478 (14,684) (11,206)
- (€)) (€))
18,439 - 18,439
(2,360) - (2,360)
- (983) (983)
- 817 817
16,079 (166) 15,913
817 817) -
a.917) - a.917)
(1,100) 817) a.917)
1,136) 983 (153)
9,242 - 9,242
8.106 983 9,089
23,085 - 23,085
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31. Significant changes in accounting policies (continued)

31.2 Accounting for financial instruments (contfinued)

a.

Transition (continued)

i)  Assessments have been mude bused oh the facts und circumstances that existed at the date of inifial
applicution of the determination of the business model within which u finunciul usset is held.

i) Loss adllowunce for receivables (other than trade receivables) is recoghised at an amount equdl to lifetime
expected credit losses until the receivuble is derecoynised.

Classification of financial assets and financial liabilities on the date of initial application of MFRS 9:

The followinyg table shows the meusurement categories under MFRS 139 und the hew medsurement categories
under MFRS 9 for euch cluss of the Group’s und the Compuny’s finunciul ussets und financial lidbilities us af 1
Januury 2018:

1 January 2018

Reclassification
to new MFRS 9

Group category

Category under MFRS 139 31 December 2017 Remeasurement Amortised cost (“AC”)
RM’000 RM’000 RM’000

Financial assets

Loans and receivables

Trade und other receivubles 124,986 2,712) 122,274

Cuash und cush eyuivalents 38,151 - 38,151
163,137 2.712) 160,425

Financial liabilities

Other financial liabilities measured

at amortised cost

Borrowings (19.897) - (19.,897)

Trade und other puyubles (67.370) - (67.370)
(87.,267) - (87,267)

Company

Category under MFRS 139

Financial assets

Loans and receivables

Trade and other receivables 13,115 - 13,115

Cuash und cush equivalents 2,967 - 2,967

16,082 - 16,082
Financial liabilities
Other financial liabilities measured
at amortised cost

Borrowinys (9,147) - 9.147)

Trade und other puyubles 6.141) - 6.141)
(15,282) - (15,282)

Reclassification from loans and receivables to amortised cost

Trade und other receivables that were clussified us louns and receivables under MFRS 139 ure now reclussified
at umortised cost. An increuse of RM2,712,000 in allowunce for impuirment was recognised in opehing retained
eurninys of the Group ut 1 Junuary 2018 respectively on trunsition fo MFRS 9. No changes to the frade und other
receivubles bulunces of the Compuny.
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31. Significant changes in accounting policies (continued)

31.3 Accounting for revenue

In the adoption of MFRS 15, the followiny practical expedients us permitted by the standard have been adopted:

(a) for completed contracts, the Group does hot restate contracts that:

() beyin and end within the same unnual reporting period; or

(i) ure completed contracts ut the beginning of the edurliest period presented.

If this practical expedient is not applied, revenue for the current yeur is expected to be higher becuuse
performunce obligutions where revenue wus recoynised previously could have been recoyhised in the current

year.

(b) forcompleted contracts that have variable consideration, the Group uses the fransaction price ut the date the
confract was completed rather than estimating variable consideration amounts in the comparative reporting

periods.

The Group is unuble to estimute the effects arising from the applicution of this practicul expedient.

(c) for contructs that were modified before the beyinning of the edrliest period presented, the Group does not
refrospectively restate the contract for those contract modifications. Instead, the Group reflects the aggregate

effect of dll of the modifications that occur before the beyginning of the eurliest period presented when:

() identifying the sutisfied und unsutisfied performance obligations;

(i) determining th

e transaction price; und

(ii) uvllocuting the trunsaction price to the sutisfied und unsutisfied performance obligutions.

The upplicution of this practicul expedient is hot expected fo have muterial impact to the Group.

(d) for compurdtives, the Group does not disclose the umount of consideration dllocuted to the remaining

performunce obligutions und un explanution of when the Group expects to recoyhise revenue.

The following ure the changes in revenue recognition from the adoption of MFRS 15:

(a) Revenue recogniti

on

revenue when the goods were
delivered to the customer’s premises,
which wus taken to be the point in time
at which the customer uccepted the
goods und the reluted risks und rewards
of ownership transferred. Revenue

wus recoynised ut the point provided
that the revenue und costs could be
meusured reliubly, the recovery of

the consideration was probuble und
there wus ho continuing manageridl
involvement with the goods.

Types of Previous year’s revenue Current year’s revenue
revenue recognition recognition
Trading The Group previously recoynised Revenue is recoyhised when the Group

transfers control over the goods to
customer. The goods ure frunsferred
when (or us) the customer obtuins
control of the goods. The Group transfers
control of the goods af a point in time.
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31. Significant changes in accounting policies (continued)
31.3 Accounting for revenue (confinued)

(a) Revenue recognition (continued)

108

Types of Previous year’s revenue Current year’s revenue
revenue recoghnition recognition
Contract If the outcome of u construction Revenue is recoyhised over fime using
revenue contract could be estimated reliubly, the stuge of completion method. The
then contract revenue wus recoyhised stuge of completion is meusured usiny
in proportion to the stuye of completion the input method, which is bused on
of the contract, The stuge of completion the proportion of totul cost incurred
wus ussessed with reference to the at the reporting dute compured to
cost incurred over the estimated management’s estimation of total cost of
cost. Otherwise, contfrauct revenue the confruct.
wus recoynised only to the extent of
contract costs incurred that were likely
to be recoveruble. Contruct expenses
were recoghised us they were incurred.
An expected loss on a contract wus
recoyhised immediutely in profit or loss.
Advunces received were included in
deferred revehue.
Property The Group recoynition revenue bused on Revenue und cost urising from property
development a completion method (i.e. when vacaunt development uctivities is recoynised
revenue possession is fransferred) when risk und over time by reference to the cost
rewdrds of ownership is fransferred. incurred over the estimuted cost of the
development.
For completed units, revenue is
recoghised when the customer obtdins
control of the property (i.e. when vacant
possession is transferred)
Project Revenue from project munugement fees Revenue is recoynised over time us und
munugement and lundscuping muintenunce services when the project manugement und
fees und wus recoyhised when services ure maintenance services ure performed
landscuping rendered. when the customer consumes the
maintenance services.
services

(b) Loss arising from uffordable housing scheme in relation to the development of the premium housing scheme

wus recoyhised to retuined edrnhings us u provision for onerous contrauct;

(c) Lund cost in relatfion fo the affordable housing scheme and land to be surrended for the purposes of the
development of the premium housing scheme was written down aund charged to retained edrnings; and

(d) Clussification of land held for development and property development cost to inventories, ahd amount due

from/(to) contract customers to contract assets and liabilities respectively.
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STATEMENT BY DIRECTORS
PURSUANT TO SECTION 251(2) OF THE COMPANIES ACT, 2016

In the opinion of the Directors, the finuncidl statements set out on puges 46 to 108 ure drawh up in uccordunce with Malaysian
Financial Reporting Stundurds, International Finunciul Reporting Stundards und the reyuirements of the Compunies Act 2016
in Mulaysiu so us to yive a true und fuir view of the finunciul position of the Group und of the Compuny as ut 31 December
2018 und of their finunciul performaunce und cush flows for the yeur ended.

Signed on behulf of the Bourd of Directors in accordunce with d resolution of the Directors:

Datuk Ahmad Zaki Bin Zahid
Director

Lim Chen Herng
Director

Kudla Lumpur

Dute: 11 April 2019

STATUTORY DECLARATION
PURSUANT TO SECTION 251(1)(B) OF THE COMPANIES ACT, 2016

|, Lee Mong Fang, the officer primarily responsible for the financial munugement of Knusford Berhad, do solemnly and sincerely
declure that the finuncial statements set out on puyges 46 to 108 ure, to the best of my knowledye and belief, correct und |
make this solemn declaration conscientiously believing the declaration to be true, and by virtue of the Statutory Declarations
Act, 1960.

Subscribed and solemnly declared by the dabovenumed Lee Mohy Fang, NRIC: 680128-04-5374, MIA CA 10605, in Kuala
Lumpur, Wilayah Persekutuan on 11 April 2019.

Lee Mong Fang

Before me:
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INDEPENDENT AUDITORS’ REPORT
TO THE MEMBERS OF KNUSFORD BERHAD

Report on the Audit of the Financial Statements
Opinion

We huve uudited the finunciul stutements of Knusford Berhud, which comprise the stutements of financidl position as at 31
December 2018 of the Group und of the Compuny, und the stutements of profit or loss uhd other comprehensive income,
stautements of chunyes in equity and stutements of cush flows of the Group und the Compuny for the yeur then ended, und
notes to the finuncial stutements, including u summary of significant uccounting policies, us set out on puges 46 to 108.

In our opinion, the uccompunying financial stutements yive u frue and fair view of the finunciul position of the Group und
of the Compuny us ut 31 December 2018 und of their finunciul performunce and their caush flows for the year then ended in
uccordunce with Malaysian Financial Reporting Stundards, International Finunciul Reporting Standards and the reyuirements
of the Compunies Act 2016 in Malaysiu,

Basis for Opinion

We conducted our audit in uccordunce with upproved stundurds on auditing in Malaysia und International Stundards on
Auditing. Our responsibilities under those standards are further described in the Audifors” Responsibilities for the Audit of the
Financial Statements section of our auditors’ report. We believe that the audit evidence we have obtuined is sufficient and
uppropriute to provide u busis for our opinion.

Independence and Other Ethical Responsibilities

We ure independent of the Group und of the Compuny in uccordunce with the By-Laws (oh Professiondl Ethics, Conduct and
Practice) of the Muluysian Institute of Accountunts ("By-Laws”) and the International Ethics Stundards Board for Accountants’
Code of Ethics for Professionul Accountants (“IESBA Code”), und we have fulflled our other ethical responsibilities in
uccordunce with the By-Laws und the IESBA Code.

Key Audit Matters
Key audit matters are those mutters that, in our professionul judgment, were of most significance in our uudit of the financiadl
stautements of the Group und of the Compuny for the current year. These mutters were auddressed in the context of our audit

of the finunciul stutements of the Group und of the Compuny us a whole, und in forming our opinion thereon, and we do hot
provide u sepurute opinion on these mutters.

1. Revenue recognition for frading

Refer to Note 2(0) — Revenue uccounting policy und Note 17 - Revehue

The key audit matter How the matter was addressed in our audit

Revenue recoynition for trading is a key We performed the following audit procedures, amony others,
audit matter us the Group is involved in around revenue recoygnition — trading :-

voluminous transactions, whereby there

is a risk that revenue may be over or o We tested the desiygn und implementation dus well ds
understated intentiondlly or un-intentionally. operuting effectiveness of the Group’s controls relevant

to recoynition of revenue;

e We ussessed whether sales trunsuctions either side of the
statement of financial position dute as well as credit notes
issued ufter year end ure recognised in the appropriate
period;

e We tested sudles fransactions recorded to the
acknowledged customer delivery orders us un indication
of frunsfer of control on yoods to ascertain validity of
sales.
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Key Audit Matters (continued)

2. Revenue recognition for construction contract

Refer to Note 2(0) — Revenue uccounting policy und Note 17 - Revehue

INDEPENDENT AUDITORS’ REPORT
TO THE MEMBERS OF KNUSFORD BERHAD

The key audit matter

How the matter was addressed in our audit

The Group recognhise revenue darising from
the conhstruction contracts over time using
the stage of completion method. The stuge
of completion is Measured using the input
method, which is bused on the proportion
of totdl cost incurred dt the reporting dute
compured to munugement’s estimation of
total cost of the contruct.

Revenue recognition for construction
contracts is u key uudit mutter due to the
deyree of munugement judgment involved
in the estimation of revenue over the course
of the contract period.

Chunges in judgement und the reluted
estimutes throughout u contract period can
result in materiul adjustments to revenue aund
margin recoygnised on contructs, which can
be either positive or neyutive.

The uccurute recording of revenue is highly
dependent oh judgment exercised by
management in assessing the valudtion of
contract variations, claims and liquidated
dumugyes, the completeness und accuracy
of forecust costs to complete, und the
ability to deliver contracts within the forecust
fimelines.

accounting policies

We used a vuriety of yuuntitative aund quulitative factors to
select contfracts according to their size, inherent risks or the
complexity of contract uccounting estimates for detailed
testing. Our uudit procedures include, umony others:

We ussessed the desigh and implementation of key
controls over the recoynition of contfruct revenue, margin
and related receivubles und puydbles;

We inspected contracts selected und chuallenged the
Group’s estimates on both current and future financial
performunce bused on the historicul performunce of the
Group und industry knowledye;

We tested the existence and valuation of claims and
variations both within the contract revenue und contract
costs vid inspection of correspondence with customers;

We ussessed the Group’s estimute on the forecust cost
to complete und timing to complete existing projects
through corroborative  discussion  with  finunce und
operutiondl units;

We ussessed the Group’s ability to deliver the contracts
within the contracted timelines und identified if there is
any exposure to liguiduted uscertuined dumuges arising
from lute delivery of contract works;

We inspected performance of projects subsequent
to the end of the reporting period to support year end
judgements.

3. Adoption MFRS 15 Revenue from Contracts with Customers

Refer to Note 2(0) - Revenue uccounting policy, Note 17 — Revenue und Note 31 - Significant changes in

The key audit matter

How the matter was addressed in our audit

MFRS 15 Revehue from Contracts with
Customers becume effective on 1
January 2018. Arising from the adoption
of MFRS 15, the Group were required to
chunge uccounting policies on revenhue
recoghition. Cohseyuently, hew or revised
processes, systems and conhtrols have
been implemented to cater for the new
policies, hew judgements were required
fo evdluate contracts with customers, in
puarticular on the humber of performunce
obligutions, dllocution of transaction price
tfo euch performunce obligution und the
determination of whether revenue for euch
contract is to be recognised over time or ut u
point in time und hew disclosures were mude
in the finuncial stutements.

We performed the followinyg audit procedures, amohny others:

We compured the uccounting policies udopted with the
requirements of MFRS 15;

We reviewed dand guined dan understunding of the
Group’s hew or revised processes, systems und controls
implemented;

We identified unhd tested relevant controls over the
revised processes und system, including the use of our
ownh specidlists when required;
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INDEPENDENT AUDITORS’ REPORT
TO THE MEMBERS OF KNUSFORD BERHAD

Key Audit Matters (continued)

3. Adoption MFRS 15 Revenue from Coniracts with Customers

accounting policies

Refer to Note 2(0) — Revehue uccounting policy, Note 17 — Revehue und Note 31 - Significunt chunges in

The key audit matter

How the matter was addressed in our audit

The uccounting policy changes urising from
adoption of MFRS 15 is u key audit mutter
becuuse it:

e required us to desigh hew audit
frocedures to test new processes und
controls implemented by the Group;

e reqyuired involvement of our more senior
fersonnel to ussess the evaluation of the
contracts with the customers performed
by the Group; and

e required us to exercise significunt
judgement to ussess the dllocution of
transaction price to euch performance
obligution und the timihg of revenue
recognition.

We obtuined an understunding of the busis of the key
judgements mude for the revehue recoynition und
compured them with the requirements of the uccounting
standard;

We evdluuted the estimutes made for the revenue
recoynition by determininyg that inputs applied were not
biused und these were reusonuble und supportuble;

We ussessed the completeness, dccuracy und
appropriateness of disclosures us required by MFRS 15.

4. Valuation of trade receivables

Refer to Note 11 — Trade und other receivubles of the finuncial stutements.

The key audit matter

How the matter was addressed in our audit

The vdludtion of trade receivubles is u key
audit mutter us the recoverubility and the
level of impuirment loss of trade receivubles
are considered to be sighificant risks due to
the pervausive nature of these bulunces to
the financial statements.

The level of impuirment loss involves
Director’'s judgment bused upon the
debtors’ credit risk evaluation, historical
puyment trends and subseyuent to year
end collections. There is u risk that the
Group’s ussessment of the level of these
impuirment loss is insufficient or inuccurate.

We performed the followiny dudit procedures, uamonyst
others, around the valudtion of trade receivables:

We tested the daccurucy of the underlying information
of the trude receivubles uygeing used to ussess the
adeyuucy of impuirment loss of frude receivables;

We chdllenged the Group’s busis uand dassessment in
determining whether there exist an objective evidence of
impduirment loss of frade receivables und dssessed pust
payment frend by checking to payment receipts;

We checked the subseyuent receipt uguinst tfrade
receivubles aund investigated the significant individudl
overdue budlances by reference to track record of
recoveries und review of correspondence with the
customers;

We ussessed the historicul uccuracy of dllowunce for
impuairment loss of trade receivubles mMade by the Group;

We considered the udequucy of the Group’s disclosures
about the deyree of estimation involved in arriving at the
impduirment loss of frade receivubles.
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INDEPENDENT AUDITORS’ REPORT
TO THE MEMBERS OF KNUSFORD BERHAD

Key Audit Matters (continued)

We have determined thut there are no key audit matters in the audit of the separute finuncial statements of the Compuny
to communicute in our auditors’ report.

Information Other than the Financial Statements and Auditors’ Report Thereon

The Directors of the Company dre responsible for the other information. The other information comprises the information
included in the Director’s Report and Statement on Risk Management and Infernal Control (but does hot include the financial
statements of the Group and the Company and our auditors’ report thereon), which we obtained prior to the dute of this
auditor’s report, und the remuining purts of the annual report, which are expected to be made avdiluble to us ufter that date.

Our opinion on the finuncial statements of the Group and of the Company does hot cover the annudl report und we do hot
express uny form of ussurance conclusion thereon.

In conhection with our audit of the financial statements of the Group und of the Company, our responsibility is fo read the
annudl report and, in doing so, consider whether the annudl report is materially inconsistent with the financial statements of
the Group und of the Compuny or our knowledye obtuined in the audit, or otherwise uppeurs to be muterially misstutement
of the annudl report, we are required to report that fact. We have noting to report in this regard.

When we read the remuaining puarts of the annuadl report, if we conclude that there is o material misstatement therein, we are
required to communicute the mutter to the Directors of the Compuny und tuke uppropriate actions in uccordunce with
approved stundards on auditing in Malaysia and International Standards on Auditing.

Responsibilities of Directors for the Financial Statements

The Directors of the Compuny dre responsible for the preparation of financial statements of the Group und of the Compuny
that give a frue and fair view in accordance with Malaysian Fihancial Reporting Standards, International Financial Reporting
Standurds und the reyuirements of the Compunies Act 2016 in Mulaysia, The Directors ure dlso responsible for such internal
control us the Directors determine is hecessury to endble the preparation of finuncial statements of the Group und of the
Compuny thut are free from muterial misstatement, whether due to fraud or error.

In prepuring the finuncial statements of the Group und of the Compuny, the Directors ure responsible for ussessing the dbility
of the Group unhd of the Compuany to confihue us u going concern, disclosing, as applicable, matters related to goiny
concern und using the going concern busis of accounting unless the Directors either infend to liquidate the Group or the
Compuny or o ceuse operdtions, or have no redlistic dlfernative but to do so.

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives ure to obtuin reusonuble ussurance ubout whether the finunciul statements of the Group und of the Compuny
us u whole ure free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our
opinion. Reusonuble ussurance is u high level of assurance, but is hot a guarantee that an audit conducted in accordunce
with approved standards oh auditing in Malaysia and International Standards oh Auditing will always detect a material
misstatement when it exists. Misstutements can arise from fraud or error und ure considered muteridl if, individuadlly or in the
agyreyute, they could reusonubly be expected to influence the economic decisions of users tuken oh the busis of these
finunciul stutements.

As part of an audit ih accordance with approved standards on auditing in Malaysia and Infernational Standards on Auditing,
we exercise professiondl judgement and maintain professional scepfticism throughout the audit. We dlso:

e |dentify und ussess the risks of material misstatement of the financial statements of the Group and of the Compuany,
whether due to fraud or error, design und perform audit procedures responsive to those risks, und obtuin audit evidence
that is sufficient and appropriate to provide u busis for our opinion. The risk of hot detecting a Muterial Misstatement
resulfing from fraud is higher than for one resulting from error, as fraud May involve collusion, forgery, infentional omissions,
Mmisrepresentations, or the override of intfernal conftrol.

e Obtuin un understunding of internul control relevant to the audit in order o design audit procedures that are upproprivte
in the circumstunces, but not for the purpose of expressing un opinion on the effectiveness of the internul control of the

Group und of the Compuny.

e Evdluute the uppropriateness of accounting policies used und the reasonubleness of accounting estimates und related
disclosures mude by the Directors.

KNUSFORD BERHAD

113



114

INDEPENDENT AUDITORS’ REPORT
TO THE MEMBERS OF KNUSFORD BERHAD

Auditors’ Responsibilities for the Audit of the Financial Statements (continued)

o Conclude on the uppropriuteness of the Directors” use of the yoiny concern busis of accounting und, bused on the audit
evidence obtuined, whether u material uncertdinty exists related to events or conditions that may cast sighificant doubt
on the ubility of the Group or of the Compuny to continue us u goinhy concern. If we conclude that a material uncertainty
exists, we ure reyuired to draw uttention in our auditors’ report to the reluted disclosures in the financial statements of the
Group und of the Compuny or, if such disclosures dre inudequute, to modify our opinion. Our conclusions ure bused on
the audit evidence obtuined up to the date of our auditors’ report. However, future events or conditions may cuuse the
Group or the Compuny to ceuse to continue us u goiny concern.

o Evdludte the overdll presentution, structure und content of the financial stutements of the Group und of the Compuny,
including the disclosures, und whether the finuncial statements of the Group und of the Compuny represent the underlying
fransactions and events in o Munner that gives u true and fair view.

o Obtuin sufficient uppropriate uudit evidence regarding the finuncidl information of the entities or business uctivities within
the Group to express un opinion on the finuncial statements of the Group. We dre responsible for the direction, supervision
and performaunce of the yroup audit. We remuain solely responsible for our audit opinion.

We communicute with the Directors regarding, aumony other matters, the plannhed scope und timing of the audit und
significant audit findings, including uny significant deficiencies in internal control that we identify during our audit.

We dlso provide the Directors with a statement thut we huve complied with relevant ethical requirements regurding
indejpendence, und to communicute with them dll relationships und other matters that muy reausonably be thought to beur
oh our independence, und where upplicuble, reluted sufeguards.

From the matters communicuted with the Directors, we determine those matters that were of most significance in the audit
of the financidl stutements of the Group und of the Compuny for the current yeur and are therefore the key audit matters.
We describe these mutters in our auditors’ report unless law or regulation precludes public disclosure about the mutter or
when, in extremely rare circumstunces, we determine that u matter should not be communicuted in our auditors’ report
becuause the adverse conseyuences of doihy so would reusonubly be expected to outweigh the public interest benefits of
such communication.

Report on Other Legal and Regulatory Requirements

In accordunce with the reyuirements of the Compunies Act 2016 in Malaysia, we report that the subsidiaries of which we have
not ucted us auditors are disclosed in Note 30 to the financidl statements.

Other Matter

This report is made solely to the members of the Compuny, us u body, in uccordunce with Section 266 of the Compunies Act
2016 in Malaysia und for no other purpose. We do hot ussume responsibility to uny other person for the content of this report.

KPMG PLT Vengadesh A/L Jogarajah
(LLPOO10081-LCA & AF 0758) Approval Number: 03337/12/2019 J
Churtered Accountunts Chuartered Accountunt

Petdling Juyu, Selungor

Dute: 11 April 2019
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MATERIAL LITIGATION AND OTHER INFORMATION OF
KNUSFORD BERHAD AND ITS SUBSIDIARIES
For The Year Ended 31 December 2018

MATERIAL LITIGATION, CLAIMS AND ARBITRATION OF KNUSFORD BERHAD AND ITS SUBSIDIARIES

Save us disclosed below us ut 31 December 2018, neither the Compuny nor its subsidiuries ure enguged in uny materidl
litigation, cluims or arbitration, either as pluintiff or defendunt und the Bourd is not awdre und do hot have uny knowledyge
of uny proceedinys, pending uguinst or threutening the Group or uny fucts likely to give rise to uny proceedings which
might muteridlly and adversely uffect the finuncial position or business of the Compuny und its subsidiuries.

The wholly-owned subsidiary of Knusford Berhad ("KB”), Knusford Marketing Sdn Bhd ("KMKSB”) hud served u notice under
Section 218(1)(e) & 218(2)(u) of the Compunies Act 1965 (collectively known as “Notices”) on Kinsteel Berhad ("KINSB”)
und Kin Kee Marketing Sdh Bhd ("KKMSB”) on 25 November 2016 for fdilure, negliyence und/or refusul to comply with
u Consent Judgment duted 5 September 2016 recorded ut the Kuuntun High Court Suit No. 22NCVC-21-04/2016 which
involved the sum of RM19,574,186.09.

Windihy up petition wus subseyuently filed und served on both Compunies, KINSB und KKMSB on 22 December 2016 ut
the Kuuntan High Court.

The windihyg up petition hearing was postponed severdl times due o multiple Restraining Orders ("ROs”) filed by umony
others the Comjpunies in different stutes.

The following is u summary of outcome of the suid winding up petition:-

KMKSB v KKMSB, Winding Up Petition No. 28NCC-49-12/2016

On 18 Junuury 2018, the Court proceeded with the Hedring in aubsence of the KKMSB aundy/or its solicitors und ordered us
follows:-

u)  KKMSB be wound up pursuant o Section 218(1)(e) und 218(2)(u) of the Compunies Act 1965
b) Bultasar bin Muskor be uppointed us privute liyuidator of KKMSB

KIMKSB v KINSB, Windiny Up Petition No. 28NCC-50-12/2016

On 18 Junuary 2018, KINSB’s Chief Executive Officer ("CEO”) souyght for an adjournment of the windiny up hearing to
uppoint new solicitors. The Court, in the interest of justice, had adjourned the heuaring to 22 Junuary 2018.

On 22 Junhuary 2018, KINSB’s CEO requested for further time to appoint solicitors to act for KINSB. The Court rejected the
reyuest KINSB's CEO’s further reguest for unother adjournment to uppoint new solicitors und thereufter proceeded to
hear the winding up petition heuring proper. The Court ordered us follow:

u)  KINSB be wound up pursuant to Section 218(1)(e) und 218(2)(u) of the Compunies Act 1965;
b) Duur Tuun Kiat be uppointed us liquidator of KINSB us he guthers the mujority creditors” consent.

On 29 Junuury 2018, KINSB lodged un uppeul to the Court of Appeul agdinst the Windihg Up Order. The appedl is
reyistered us Civil Appedal No. C-02(NCC)(A)-197-01/2018.

On 5 Februury, KINSB filed a motion ut the Kuantan High Court to stay the Winding Up Order pendinyg its uppedl fo the
Court of Appeul. Decision for the motion wus deferred from 8 March 2018 to 3 April 2018. On 3 April 2018, the High Court
dismissed KINSB's applicution for stay the Winding Up Order.

Court of Appedl Civil Appedl No. C-02(NCC)Y(A)-197-01/2018

KINSB subseyuently filed unother motion ut the Court of Appedl on 12 April 2018 to stay the Winding Up Order.

Whilst KINSB’s motion was still ongoing, KMKSB filed a motion at the Court of Appedl on 2 May 2018 to obtain for an order
of security for costs in the sum of RM200,000.00 be puid by KINSB und/or its directors to KMKSB. Both upplications by KINSB
for u stay order and KMKSB for security for cost were fixed for hearing on 8 August 2018.

On 27 July 2018, KINSB ugreed to puy un uamount of security for the costs in the sum of RM100,000.00, which wus to be
shared umony four respondents (KMKSB, AmBunk (M) Islamic Berhad, AmBunk (M) Berhad und AmBunk (M) Berhud in its
cupuycity us agent for mulfiple lenders). KMKSB agreed with the arrangement if it received RM25,000.00 by 3 August 2018
which KINSB honoured it.

On 8 Auyust 2018, the motion for security for costs were struck out with ho order us to costs upon receiving RM25,000.00
from KINSB oh 3 August 2018.

During u Cuse Munagement on 12 November 2018, the Court fixed Heuring for the uppedl proper on 26.11.2018.
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MATERIAL LITIGATION AND OTHER INFORMATION OF
KNUSFORD BERHAD AND ITS SUBSIDIARIES
For The Year Ended 31 December 2018

MATERIAL LITIGATION, CLAIMS AND ARBITRATION OF KNUSFORD BERHAD AND ITS SUBSIDIARIES (continued)

However, 22 duys before the uppedul proper, ie on 4 November 2018, KINSB's solicitors, Messrs Chooi, Suw & Lim ("CSL")
filed a motion to discharge themselves from dacting for KINSB. The motion was heard on 10.1.2019. The Court dismissed the
motion on the busis that the supporting affidavit which was uffirmed by Chow Siew Wi on 5.11.2018 merely contuined
bure ussertions that CSL wus hot uble to obtuin instructions from KINSB. No proof wuas forwarded by CSL to show CSL's
efforts in obtaining KINSB’s instruction.

During u Cuse Muhugement before the Reyistrar on 10.1.2019, CSL sought u date to file a hew motion to discharge.
Despite beiny objected to by solicitors for KMKSB, AmBank (M) Islumic Berhad, AmBunk (M) Berhad und AmBunk (M)
Berhud in its capucity as ugent for multiple lenders, the Reyistrar fixed u Cuse Manugement on 4.3.2019 for CSL to file the
new Mmotion.

CSL filed its second motion to discharge on 19.2.2019.

The appedl proper aguinst the winding up order aund the motion by CSL to discharge are fixed for Hearing onh 25.6.2019.
The Bourd is of the opinion that the above suit will not have any material adverse finunhcial or operdational impact us the
cldim involved u buck-to-buck ugreement with KMKSB’s customer who has puid for steel bars which were to be delivered
to them und ugreed not to hold KMKSB uccountable hor liuble for uny losses suffered (if any).

UTILISATION OF PROCEEDS

No proceeds were ruised by the Compuny from uny corporute exercise during the financial year.

NON AUDIT FEES

The umount of hon-audit fee incurred for services rendered to the Group und Compuny by the Externul Auditor for the
finunciul yeur ended 31 December 2018 umounted to RM8,000 und RM8,000 respectively.

There is ho non-audit fee incurred for services rendered to the Group und Compuny by d firm or corporation dffiliuted to
the External Auditor for the finuncial year ended 31 December 2018.

MATERIAL CONTRACTS
Suve us disclosed below us at 31 December 2018, heither the Compuny nor its subsidiaries hus entered intfo uny
material contracts or materidl louns, hot being contracts entered into the ordinury course of business, within two 2 years

immediutely preceding the dute of this Report.

i. On 14 April 2017, Knusford Construction Sdn Bhd entered into o Joint Venture Agreement with Compuss Group
Mualaysiu Sdn Bhd in respect of proposed joint venture for the purpose of:

a) providing services to Petrolium Nusionhul Berhud und other third parties in the State of Johor; und

b) seeking udditional business through bidding on multiservice food und support services opportunities in the State
of Johor (collectively "Works”).

For the purpose of undertaking this joint venture, a joint venture compuny with the name of “Knusford Compduss Sdn
Bhd” hus been estublished 1o jointly undertake the Works.

None of the Directors or Mdjor Shareholders or persons connected to them hus/have any interest or indirect in the
fransaction.

PROPOSED RENEWAL OF SHAREHOLDERS’ MANDATE AND ADDITIONAL MANDATE FOR RECURRENT RELATED PARTY
TRANSACTIONS OF A REVENUE NATURE OR TRADING NATURE

Pursuant to paragraph 10.09 of the Listing Reyuirements of Bursu Malaysia Securities Berhad, the Compuny will be seeking
shureholders” maundute und udditional mundate for the Group to enter into recurrent related puarty transactions of u
revenue or trading hature, at the forthcoming Annuul Generdl Meeting of Knusford Berhad scheduled to be held on 20
June 2019.
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ANALYSIS OF SHAREHOLDINGS

Dute of Annudl Report 30 April 2019
Statement Dute . 29 March 2019
1. SUBSTANTIAL SHAREHOLDERS

Name Direct % Indirect %
Shareholdings Shareholdings

1. DYAM Tunku Ismail lIoni Sultan lorahim - - © 30,000,000 30.11

2. Amun Seteygup Sdn Bhd 30,000,000 30.11 A 2,410,000 242

3. Kinston Park Sdn Bhd 2,410,000 242 © 30,000,000 30.11

4, Duto’ Lim Kunyg Swee 10,614,354 10.65 # 439,000 0.44

5. Khoo Nuny Senyg @ Khoo Num Sehy 8,124,122 8.15 - -

6. Tan Sri Duto’ Lim Kunyg Hoo 615,749 0.62 * 32,410,000 32.53

TOTAL 51,764,225 51.95

DIRECTORS’ SHAREHOLDINGS AND CHIEF EXECUTIVE OFFICER’S SHAREHOLDING

Name Direct % Indirect %
Shareholdings Shareholdings

1. DYAM Tunku Ismail lboni Sultan lorahim - - © 30,000,000 30.11

2. Dutuk Ahmud Zaki Bin Zahid - - - -

3. Lim Chen Hernyg - - - -

4. Lim Chen Thui - - - -

5. Bernhurd Hilury Lawrence - - - -

6. Avinderijit Sihngh A/L Hurjit Singh - - - -

7. Lim Foo Seny - - - -

8. Mohd Sulleh Bin Othmun - - - -

9. Lee Wui Kuen - - - -

10. Mohumud Juifuddin Bin Bujung Mohidin - - - -

(Alternate Director to DYAM Tunku Ismail loni Sultan lbrahim)

11. Tun Teow Keut (CEO) - - - -

TOTAL - -

° Deemed interest by virtue of his shureholdings in Amun Setegyup Sdn Bhd

* Deemed interest by virtue of his shareholdings in Aman Setegup Sdn Bhd und Kinston Park Sdn Bhd

# Deemed interest by virtue of his shareholding in WCM Ventures Sdn Bhd

A Deemed interest by virtue of shares held by Kinston Park Sdn Bhd

CLASS OF EQUITY SECURITY

Issued und Fully Puid-Up RM 99,645,002.00

Cluss of Shares . Ordinury shares

There is only one cluss of equity security in the Issued und Puid-up share capitul of the Company.

There were 910 shureholders holding 99,645,002 ordinury shares us ut 29 Murch 2019.

One (1) vote per Ordinary Shure.

ANALYSIS BY SIZE OF SHAREHOLDINGS

Size of Shareholdings Shareholders % Shareholdings %

Less than 100 shares 15 1.65 253 0.00

100 - 1,000 shares 417 45.83 167,700 0.17

1,001 - 10,000 shures 330 36.26 1,525,100 1.53

10,001 - 100,000 shares 92 10.11 2,852,800 2.86

100,001 to less than 5% of issued shares 53 5.82 49,831,027 50.01

5% und ubove of issued shares 3 0.33 45,268,122 45.43

TOTAL 910 100 99,645,002 100
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5. THIRTY (30) LARGEST SHAREHOLDERS

Name

A o N

o

10.

11

12.

13.

14.

18.

16.

17.
18.

19.

20.

21.

22.

23.

24,

25.

26.

27.

28.

29.
30.

Aman Setegup Sdn Bhd
Khoo Nuny Sehy @ Khoo Num Seny
Dato’ Lim Kunyg Swee
RHB Nominees (Temputan) Sdn Bhd
- Pledyged Securities Account for Ngui Sok Fony
Wong Khdi Shiuan
Maybunk Securities Nominees (Temputan) Sdn Bhd
- Pledyged Securities Account for Suhuizi Bin Humid
RHB Nominees (Temputun) Sdn Bhd
- Pledged Securities Account for Gury Lee Seuton
Wuny Eurn Lee
Kinston Purk Sdn Bhd
Duto’ Lim Kuny Swee
Soh Hui Funy
Lim Seony Hui Holdings Sdn Bhd
Allianceyroup Nominees (Temputan) Sdn Bhd

- Pledged Securities Account for Mohamad Nor Bin Hamid (8095531)

Maybunk Securities Nominhees (Temputun) Sdn Bhd

- Pledged Securities Account for Punyg Piu Fony (Marygin)

RHB Nominees (Tempatan) Sdn Bhd
- Pledged Securities Account for Tun Lui Leny
Maybunk Securities Nominees (Temputan) Sdn Bhd

- Pledged Securities Account for Cheong Meow Yen (Margin)

Tan Sri Datuk Seri Lim Keny Cheny
Kenhungu Nominees (Temputun) Sdn Bhd

- Pledged Securities Account for Yap Kok Woon
Lim Sew Huu
Duto’ Lim Kuny Swee
Cimsec Nominhees (Tempatan) Sdn Bhd

- CIMB Bunk for Mohamud Nor Bin Humid (MY0954)
Amsec Nominees (Tfemputun) Sdn Bhd

- Pledyged Securities Account for Tun Leuk Goh
Choonhy Wui Foohy
Tun Wenh Shiow
Lim Seonhy Hui Holdings Sdn Bhd
Kenhungu Nominees (Temputun) Sdnh Bhd

- Pledged Securities Account for Lye Sau Chee
Alliuncegroup Nominees (Temputun) Sdn Bhd

- Pledged Securities Account for Wonyg Kim Leny (8093910)

Cimsec Nominees (Temputan) Sdn Bhd

- CIMB Bunk for Tan Sri Duto’ Lim Kang Hoo (PBCL-0G0650)

Lim Soo Sun
Icon Sejati Sdn Bhd
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Shareholdings

30,000,000
8,124,122
7,144,000
4,500,946

3,139.000
3.001.800

2,669,300

2,458,500

2,410,000

2,372,000

2,022,500

1,966,900

1.800.000

1,687,599

1,618,500

1,571,600

1,533,000
1,295,000

1,221,000

1.088.354

1,051,000

1.037.000

926,300

871,800

773,700

735,600

699,500

600,000

541,200
464,000

%

30.11
8.15
7.17
4.52

3.15
3.01

2.68

247

242

2.38

2.03

1.97

1.81

1.69

1.62

1.58

1.54
1.30

1.23

1.09

1.05

1.04

0.93

0.87

0.78

0.74

0.70

0.60

0.54
0.47



Location

Age of
Buildings

PARTICULARS OF MATERIAL PROPERTIES
AS AT 31 DECEMBER 2018

Tenure Description/ Land Area Net Date of
Existing Use (Hectares)#/ Book Value  Acquisition
Built-up Area (RM’000)
(sa.f)*/(sq.m)”

Lot 2259

Mukim of Semenyih
Daerah Ulu Lungat
Selangor Durul Ehsan

A piece of freehold lund held under 13

HSD 51799, PT43447, Mukim Kluny,
Neyeri Selungor Darul Ehsun and

beuring postul uddress of

Lot 8, Julun Kecupi 33/2, Section 33

Elite Industriul Estate, Shuh Alum
(with a 1 1/2 storey detached

factory with un Annexed 3 Storey

Office Building)

26 units of Dungu Walk Shoplots
Dungu Bay

Jalan Skudui

80200 Johor Buhru

Johor Durul Tukzim

23 units of Dungu Walk Shoplots
Danyu Bay

Jalan Skuddi

80200 Johor Bahru

Johor Darul Takzim

Tropez Residences
Persiaran Dunhgu Buy
80200 Johor Buhru

11 units Danga View Apartment
Bandar of Johor

District of Johor Bahru

Johor Durul Tukzim

Diamond Sqyuare

Lot 335,317 und 318
Jalan Gombak

Mukim of Setapak
District of Kuala Lumpur

5 units Dangu View Apartment
Bundar of Johor

District of Johor Bahru

Johor Durul Tukzim

9 units of Dunyu Walk Shoplots
Dungu Buy

Jdlan Skuddai

80200 Johor Bahru

Johor Durul Tukzim

PT 17588

Mukim of Semenyih
Daerah Ulu Lungat
Selangor Darul Ehsan

10

10

14

22

10

Freehold Development 28.1419# 27,290 1-Nov-01
Land

Freehold Industrial Lund 275,833* 14,905 20-Jun-07
and Premises

Freehold Shop Lot 2,994/ 12,499 18-Mar-16

Freehold Shop Lot 2,580N 10,515 29-Dec-14

Freehold Eleven (11) 1,003A 7,920 29-Apr-15
retdil lots

Freehold Apartment 29,546 5,946 21-Dec-06

Freehold  Seven (7) storey 20,715 * 4,289 8-Jun-96
commercidl
buildings comprising
ohe (1) retail &
twelve (12)
shop office

Freehold Apartment 14,619* 2,846 1-Oct-05

Freehold Shop Lot 10,096* 2,701 25-Mar-09

Freehold  Lund & Buildinyg 4,065N 2,168 1-Oct-15

KNUSFORD BERHAD
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Knusford Form of Proxy

Berhad cso1000)

(Incorporuted in Malaysiu)

|/We (Ful Nume) NRIC / Compuny No.

of (Full Address)

being u member of Knusford Berhad ("Company”), do hereby appoint (Ful Nume)

NRIC/Compuny No. Of (Full Address)

or failing him/her Full Nume), NRIC/Compuny No.

of (Full Address)

or the Chdirman of the meeting us my/our proxy to vote for me/us unhd on my/our behulf ut the Twenty-Third Ahnudl Generdl
Meeting of the Compuny to be held ut DoubleTree by Hilton Hotel Johor Bahru, 12 Jalan Ngee Heng, 80000 Johor Bahru, Johor
Darul Takzim on Thursday, 20 June 2019 ut 2,00 pm und, aut uny adjournment thereof.

My/Our proxy is to vote on u poll us indicuted below with an “X”,

NO. RESOLUTIONS FOR AGAINST
1. Re-election of Directors:-
i)  Mohd Sdlleh Bih Othman (Resolution 1)
i) DYAM Tunku Ismdail loni Sultan lorahim (Resolution 2)
i) Lee Wdi Kuen (Resolution 3)
2. Re-election of Lim Chen Thai (Resolution 4)
3. Approval of Directors’ Fees (Resolution 5)
4, Approval of Directors’ Benefits (Resolution 6)
5, Re-appointment of Auditors (Resolution 7)
6. Ordinary Resolution 1

Proposed Rehewul Of the Authority for the Directors to Allot and (Resolution 8)
Issues Shares

Ordinary Resolution 2
Proposed Renhewdul of Shareholders” Mandute unhd Additional (Resolution 9)
Muanduate for Recurrent Related Party Transactions of o Revenue
or Trading Nature

Special Resolution
Proposed Alteration of the existing Memorandum und Articles of (Resolution 10)
Association by replacing with a hew Constitution

Duted this duy of 2019.

Number of shures held

Signature (s) of Shareholder (s)

Notes:

1. Only depositors whose humes uppeur in the Generul Meeting Record of Depositors us ut 31 Muy 2019 shull be entitled to uttend und vote ut the 23rd Annual
Generul Meeting.

2. A member shdll be enfitled to uppoint hot more than two (2) proxies to uttend und vote ut the sume meetiny provided that where u member appoints two (2)
proxies, the uppointment shall be invulid unless he specifies the proportions of his shareholdings to be represented by euch proxy.

3. A proxy muy but heed not be u member of the Compuny. There shull be no restriction us fo the yudlificution of u proxy.

4. Forun exempt uuthorised hominee which holds ordinary shares in the Company for multiple beneficiul owners in one securities uccount (*omnibus uccount”), there
is no limit to the number of proxies which the exempt uuthorised hominee muy uppoint in respect of euch omnibus uccount it holds.

5. If the appointor is u corporation, the proxy form must be executed under its common seul or under the hand of un officer or uttorney duly authorised.

6. To be vdlid, the proxy form, duly completed must be deposited ut the Reyistered Office hot less than forty-eight (48) hours before the fime for holding the meeting
or uny udjournment thereof, in cuse of u poll, not less thun twenty-four (24) hours before the fime uppointed for the tuking of the poll.

7. Pursuunt to Paragraph 8.29A(1) of the Muin Murket Listing Reyuirements of Bursu Mulaysiu Securities Berhad, dll resolutions set out in this Notice will be put to vote
by way of poll.
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AFFIX
STAMP

The Company Secretaries

Knusford Berhad (380100-D)
#C-G-03, Blok C, Tropez Residen
Persiaran Dungu Perdunu

80200 Johor Bahru, Johor

Fold Here
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