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GROUP STRUCTURE & PRINCIPAL ACTIVITIES
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THONG GUAN PLASTIC & PAPER INDUSTRIES SDN. BHD. (73976-V)
Manufacturing of plastic and paper products.

TGP MARKETING SDN. BHD. (531508-T)
Marketing of plastic packaging products.

SYARIKAT THONG GUAN TRADING SDN. BHD. (29442-K)
Trading of beverages, machinery, plastic and paper products.

THONG GUAN PLASTIC INDUSTRIES (SUZHOU) CO., LTD.*
Manufacturing and trading of plastic packaging products.

TGP PLASPACK (SUZHOU) CO., LTD.*
Manufacturing and trading of plastic packaging products.

UNIANG PLASTIC INDUSTRIES (SABAH) SDN. BHD. (57039-K)
Manufacturing and sale of film blown plastic products and flexible plastic packaging products.

JAYA UNI'ANG (SABAH) SDN. BHD. (96114-P)
Trading in film blown plastic products, food and consumable products.

L.A. PLASPACK COMPANY LIMITED**
Manufacturing and marketing of plastic packaging products mainly for the domestic Thai market.

888 CAFE SDN. BHD. (635778-D)
Dormant.

TG PLASTIC TECHNOLOGIES SDN. BHD.
(FORMERLY KNOWN AS EBONTECH SDN. BHD.) (537672-V)
Manufacturing and trading of plastic packaging products.

TG PLASPACK (VIETNAM) CO., LTD.***
Dormant.

TG POWER WRAP SDN. BHD. (926857-K)
Manufacturing and marketing of polyvinyl chloride (PVC) cling food wrap.

TGSH PLASTIC INDUSTRIES SDN. BHD. (679305-X)
Manufacturing and marketing of plastic packaging products.

TG UNI'ANG (SHANGHAI) INTERNATIONAL TRADE CO,, LTD. *
Trading and marketing of packed food and beverages.

888 FOOD INDUSTRIES SDN. BHD. (1061196-H)
Manufacturing and dealer of food and beverage products.

NEWTON RESEARCH & DEVELOPMENT CENTRE SDN. BHD. (1123943-X)
Research and development centre for plastic packaging industry

Note: * Incorporated in the People’s Republic of China
**  Incorporated in the Kingdom of Thailand
*** |ncorporated in the Socialist Republic of Vietham
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CHAIRMAN'’S STATEMENT 2014

On behalf of the Board of Directors, it gives me great pleasure to present to you the Annual Report and the Audited Financial Statements
of Thong Guan Industries Berhad and its subsidiary and associated companies (the Group) for the financial year ended 31 December 2014
(“FY2014").

Economic Review

The global economy is expected to continue to expand at a moderate pace in 2015, with increasing divergence in the growth momentum
among the advanced economies. Global growth will be supported by gradual but uneven improvements in the advanced economies and
sustained growth in most emerging economies. In addition, the lower global crude oil prices are expected to provide additional lift to global
growth. Lower inflation and higher disposable incomes will support higher consumer spending. As a highly open economy, Malaysia’s
economic outlook will be affected by these developments. The Malaysian economy is projected to register a steady growth of 4.5 — 5.5% in
2015 (2014: 6.0%), driven by private sector-led domestic demand and a resilient export sector. Growth is expected to be sustained by the
broad-based expansion in the services, manufacturing and construction sectors that now account for more than two thirds of the economy.

In 2014, the global economy expanded at a moderate and sustainable pace of 3.3% (2013: 3.3%) with uneven growth across and within
regions. In the advanced economies, the US achieved a 2.4% (2013: 2.2%) growth due to the strengthening labour market and sustained
business sentiments. Economic activity in the Euro area was supported by improving domestic demand amid accommodative monetary
policies and a slower pace of fiscal consolidation. However, unfavourable geopolitical developments in Eastern Europe affected business
sentiments towards the end of 2014. This, together with persistent structural constraints, weighed on investment activities and led to a
deceleration in the overall growth momentum. Euro area registered a growth of 0.9% as compared to previous year’s negative growth
of 0.5%. Consumer spending in Japan was also significantly higher in the first quarter of 2014 with the anticipation of a 3% increase in
consumption tax but we see the adverse impact subsequently. As weak demand conditions weighed on business activity, the Japanese
economy entered into a technical recession thereafter despite better export performance and ended with a 0% growth in 2014 (2013:
1.6%). In China, the continued implementation of structural reforms resulted in a larger-than-expected slowdown in economic activity.
Nevertheless, the periodic introduction of targeted policy measures to support the productive and rural sectors helped to stabilize overall
growth to 7.4%in 2014 (2013: 7.6%). In Asia, most economies benefitted from higher external demand, particularly from the US. Nevertheless,
growth momentum diverged across the region as domestic demand moderated in several economies amid country-specific developments.

Closer to home, the ASEAN-4's growth slipped slightly to 4.4% (2013: 5.1%). Malaysia being the exception with a growth of 6% (2013: 4.7%)
compared with slowdowns in the Philippines to 6.1% (2013: 7.2%) and Indonesia to 5.0% (2013: 5.6%). Thailand with its prolonged domestic
political problems, grew at a record low of 0.7% (2013: 2.9%).

The Malaysian economy performed exceptionally well last year despite the adverse shock on the slide of crude oil price, sharp depreciation
of the Ringgit and the traumatic floods in Kelantan that occurred in the fourth quarter of 2014. Real gross domestic product (“GDP”) grew
at the targeted rate of 6% per annum, (2013: 4.7%), supported by continued robust domestic demand especially private consumption.
Expenditure remained strong, growing by 7.1% (2013: 7.2%), underpinned by favourable labour market conditions and continued habitual
consumption. Meanwhile, public consumption moderated, registering growth of 4.4% (2013: 6.3%), while public investment contracted
by about 5.0% (2013: 2.2%). Private investment also moderated last year, but remained at double digit growth of 11.0% (2013: 13.1%).
Additionally, external demand which has been registering negative growth for seven years in a row rebounded by 19.7% in 2014 (2013:
-12.6%), pushing real GDP on the expenditure side to register exceptionally strong growth last year. Exports in real terms grew to 5.1% (2013:
0.6%), while imports maintained its steady expansion pace, registering 3.9% in 2014 (2013: 2.0%). Another widely monitored key indicators,
the net current account of the balance of payments (NCAB) recorded substantial surplus of RM49.5 billion (2013: RM39.9 billion), boosted by
a significant improvement in the external trade account. Overall unemployment remained below 3% of the total labour force, indicating a
full employment phenomenon. Inflationary pressures were generally strong last year, resulting in higher headline inflation, which stood at
3.2% (2013: 2.1%) which was above the long-run average of 2.5%.

Industry Trends & Development

The Ringgit’s depreciation had definitely improved the industry’s export competitiveness. Lower oil prices since October 2014 has allowed
the industry to enjoy a period of lower material cost, low energy and production costs, which in turn, will boost gross margin for plastic
products. Low oil price will also encourage consumer spending worldwide and cause product demand to increase. However, as average
selling price is expected to drop in tandem with low material cost coupled with the down gauging trend, the Group has stressed on the need
to secure more orders in order to meet internal revenue target in absolute term.

The manufacturing sector grew at a higher rate of 6.2% (2013: 3.5%), attributable to stronger performance of the export-oriented industries
and expansion in the domestic-oriented industries. The total turnover of the Malaysian Plastic industry increased by 7.97% to RM 19.37
billion in 2014 (2013: RM 17.94 billion). Export of plastic products increased by 11.5% in 2014 to RM11.94 billion from RM10.71 billion in
2013 representing 62% of total turnover. Total export of plastic bags increased by 8.1% to RM3.99 billion while total export of plastic films
and sheets increased by 17.7% to RM4.58 billion. Total export of plastic packaging materials increased in tandem with the recovery of the
economies in Europe and USA.
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CHAIRMAN'S STATEMENT 2014 (continued)

Group Performance

The Group registered a revenue of RM740.23 million in FY2014, a marginal increase from RM720.28 million in FY2013. Growth came mainly
from higher average raw material prices prior to the sudden drop in crude oil price during the fourth quarter of 2014 and increases in export
mainly stretch film products.

The weaker than expected crude oil price coupled with the strengthening of the US Dollar during Q4 FY2014 caused the Group to register
losses in realized and unrealized foreign exchange.

The Group has also suffered losses at its China based operations during the financial year as the unit was operating below its optimal
capacity level due to weak demand from its main market, Japan. In general, consumer spending in Japan declined following the increase in
consumption tax from 5% to 8% in April 2014. As weak demand conditions weighed on business activities, the Japanese economy entered
into a technical recession in Q3 of 2014 with negative impact to the Group’s sales.

In addition to the above, higher operating expenses arising from multiplier effects following the implementation of minimum wages,
electricity tariff hike, increases in transportation and packaging material costs had also contributed to a sharp 40.89% decline in the Group's
profit before tax to RM18.82 million in 2014 (2013: RM31.84 million).

Dividends

During the year, an interim tax exempt dividend of 3 sen per ordinary share, totaling RM3,156,345 in respect of FY 2014 was paid on 18
November 2014.

The Board of Directors has recommended a final single tier dividend of 4 sen for the approval of the shareholders’ at the forthcoming Annual
General Meeting. If approved, the total dividend for the financial year 31 December 2014 will be 7 sen per ordinary share and will amount to
about RM 7.36 million or 42% of net profit attributable to equity holders for FY2014 (2013: 8 sen, RM 8.42 million, 30%).

Irredeemable Convertible Unsecured Loan Stocks (“ICULS"”)

15 October 2014 marked the successful completion of the Group's issuance of RM52,602,250 nominal value of 5-year 5% ICULS at 100% of
its nominal value together with 26,301,106 free warrants. The overwhelming support of the investing community towards this fund raising
initiative has been very much appreciated and has encouraged the Group to move on with its expansion path.

Prospects

In 2014, the Group completed its first phase of capital investment into high technology with the successful installation of the unique thin
stretch film machines with in-line pre-stretching capability and edge folding. The machine will enable the production of down-gauged thin
film which will reduce the usage of plastic materials and in turn are cost effective without compromising on film properties and strength.
The 2 additional new machines to produce PVC food wrap have increased production capacity to 720 metric tons monthly and the Group
expects significant contributions from these lines in 2015. The Group's capital investment plan continues in 2015 with the installation of the
33-layer nano-technology stretch film line and a state of the art blown film line as well as additional PVC and other machines.

Inline with its vision to be the leader in technological advancements in Asia Pacific and the aspiration of the nation to be a developed economy
by 2020, the Group has set up a research and development centre, the first of its kind in Asia Pacific to accelerate product development
and innovation. The R&D centre, expected to be fully operational by end 2015 will contribute to bring up the group’s products to a higher
value proposition by ensuring “right gaughing” for its films to optimise resource utilisation resulting in cost savings for its customers and
at the same time guaranteeing load stability and safety. It is also part of the Group's corporate social responsibility initiatives to support
the authorities in coming up with standards for road safety. Key focus of the R&D centre includes development of cargo load stability and
safety solutions, research and innovation into plastic flms composition and mechanical properties improvement, developments of safety
standards to support the national plans for road safety and logistics, educational and training initiatives and a platform for researchers and
industry to share and roll out ideas for the betterment of society.

The Group believes that these investments will help to differentiate its products and services to its target customers and move it further up
the value chain to achieve better profit margin and in time, contribute positively to its growth and profitability.

Acknowledgement

On behalf of the Board of Directors, | put on record my appreciation to the management and staff for their contribution and dedication

to the Group. We would also like to thank our shareholders, business partners, advisers, customers, associates and the authorities for their
continued trust, confidence, support and guidance.

Dato’ Paduka Syed Mansor Bin Syed Kassim Barakbah
Chairman

Sources: Bank Negara Malaysia, Annual Report, Malaysian Institute of Economic Research & The Malaysian Plastic Manufacturers Association
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CORPORATE SOCIAL RESPONSIBILITY

The Group recognizes the need to strike a harmonious balance between its business pursuits and its corporate social responsibility. The
Group has incorporated this need into its core values in creating a synergy to be an active corporate citizen.

We recognise that sustainability is primarily about carrying out our business operations responsibly and that companies can make a positive
impact in the community through investment in education, sports, community care, environmental projects and occupational safety and
health.

In 2014, we continued to support educational, charitable and other meaningful social causes through direct donations and in-kind support.
Through these efforts, we hope to not only foster community spirit but also encourage our employees and business associates to be actively
involved in these programmes.

Education

Every year, the Group recruits students for its internship initiative where students from colleges, technical schools and universities from both
local and overseas are selected for industrial and practical training in the Group’s operations. Under this initiative, more than 50 students
have been engaged in various departments including production, engineering, administration and finance. The Group has also embarked
on offering vacation job opportunities for students during their long semester breaks.

Besides providing students the opportunity to put in practice their learning, the internship programme is an educational platform for hands-
on experience and on-the-job training. The initiative also gives students a head start in their career when suitable trainees are offered job
opportunities upon completion of their tertiary studies.

Community Care

In our commitment towards community development and life-long education, the Group welcomes social groups and learning institutions
to our manufacturing plants, both to our plastic packaging and beverage processing factories for educational trips. The Group has hosted
senior citizens and students from various associations and schools including members of the Penang Senior Citizens Association and
children from the various Primary School in Kuala Kedah.

In 2014, we also took on an initiative to support the underprivileged and less fortunate with donation in goods and cash. The Company also
sponsored the SP Marathon 2014 and cash donation to various non-profitable and charitable institutions including schools, orphanages,
security volunteer team, religious centre and sport activities within the Sungai Petani, Kedah area.

Occupational Safety and Health, and the Environment

The Group is committed to continue our efforts in creating a safe and healthy working environment and efficient environmental management
system towards sustainable business planning and development.

We recognize that we have a commitment to the people who use our products and to the people we employ. We have taken a number
of steps to move our businesses towards more environmentally and socially responsible practices. We ensure the safety and health of our
employees while they are at work by complying with the standards laid down in the Malaysian Occupational Safety and Health Act, 1994 as
well as the Environment Quality Act, 1974.

In 2006, both our factories in Malaysia and in China were accredited the 1ISO14001 and in 2007, the plastic packaging factory in Sungai
Petani was awarded the OHSAS18001. In line with this, we believe that integrating environmental, health and safety considerations into our
business practices helps us to improve efficiency, increase our value as a business Group and grow our business in an ethical and sustainable
manner.

(o)}



DIRECTORS’ PROFILE

Dato’ Paduka Syed Mansor Bin Syed Kassim Barakbah, aged 80, Malaysian,
was appointed as the Independent Non-Executive Director on 11 August 2004 and subsequently as
Chairman on 27 February 2014. He joined the Kedah State Civil Service in 1960 after he graduated with
a Bachelor of Arts from the University of Malaya in Singapore. He rose through the ranks to become the
State Director of Land and Mines, State Financial Officer and finally the highest civil service post, the
State Secretary prior to his retirement in November,1989. He had also obtained a certificate in Land
Management from the University of Cambridge, United Kingdom in 1969. He was the past President
of the Malaysian Friendship Centre, Taiwan. In recognition of his immense experience and services to
the State, he was made a titled Dato’ of the Orang Besar Enam Belas by his Majesty Sultan Abdul Halim
Mua'adzam Shah with the title of Dato’ Jaya Pahlawan.

He serves as a member of Audit, Nominating and Remuneration Committee of TGl. He has attended
all the three out of the five Board meetings held for the financial year. He does not have any family
relationship with any director and/or major shareholders of the Company. He has no conflict of interest
with the Company. He also sits on the Board of Yayasan Sultanah Bahiyah Berhad. He had no conviction
for offences within the past 10 years.

Dato’ Ang Poon Chuan, aged 71, Malaysian, was appointed as the Managing Director on
18 September 1997. He completed his MCE prior to joining Thong Guan as a Marketing Executive
in 1965. He rose through the ranks to the position of Managing Director’ of Syarikat Thong Guan
Trading Sdn Bhd and Thong Guan Plastic & Paper Industries Sdn. Bhd. (both are currently wholly-
owned subsidiaries of TGI) in 1983. During his 50 years of service, he has gained extensive knowledge
of the plastic, paper, food, beverages and trading business and has developed invaluable business
acumen and foresight that has shaped TGl to its present stature. He is a well-respected figure in the
plastic industry and was the former President of the Malaysian Plastics Manufacturers Association
(Northern Branch).

He serves as a member of the Remuneration Committee. He has attended all of the five Board
meetings held for the financial year. He is the brother of Dato’ Ang Poon Khim and Datuk Ang Poon
Seong. He is a major shareholder of Foremost Equals Sdn. Bhd. which is a major shareholder of TGI.
He has no conflict of interest with the Company other than as disclosed in the notes to the financial
statements and does not hold any other directorship in public companies. He had no conviction for
offences within the past 10 years.

Dato’ Ang Poon Khim, aged 60, Malaysian, was appointed as the Non-Independent Executive
Director’ on 18 September 1997.He obtained a Bachelor of Science (Hons) degree in Mechanical
Engineering from Teeside Polytechnic, United Kingdom in 1980. He joined Thong Guan in 1981 after
a spell as a Process Engineer at Advance Micro Devices (Export) Sdn. Bhd. He has contributed to the
product development of TGI. He is presently the Executive Director and is responsible for overseeing
the production and sales functions of TGI.

He has attended all of the five Board meetings held for the financial year. He is the brother of Dato’
Ang Poon Chuan and Datuk Ang Poon Seong. He is a major shareholder of Foremost Equals Sdn. Bhd.,
which is a major shareholder of TGl. He has no conflict of interest with the Company other than as
disclosed in the notes to the financial statements and does not hold any other directorship in public
companies. He had no conviction for offences within the past 10 years.

Datuk Ang Poon Seong, aged 59, Malaysian, was appointed as the Non-Independent
Executive Director on 18 September 1997. He is the Managing Director of Jaya Uniang (Sabah) Sdn.
Bhd. and Uni'ang Plastic Industries. (Sabah) Sdn. Bhd., both are currently wholly-owned subsidiaries
of TGI. He completed his MCE and joined Thong Guan as a Marketing Executive in 1976 and was
tasked to spearhead the Company’s expansion in Sabah in 1980. Under his stewardship, the Sabah
operations of TGl Group has grown to be the largest plastic packing manufacturer in Sabah. He is also
the President of the Malaysian Plastics Manufacturers Association (Sabah Branch) and was the former
President of the Federation of Sabah Manufacturers.

He has attended all the five Board meetings held for the financial year. He is the brother of Dato’
Ang Poon Chuan and Dato’ Ang Poon Khim. He is a major shareholder of Foremost Equals Sdn. Bhd.
which is a major shareholder of TGI. He has no conflict of interest with the Company other than as
disclosed in the notes to the financial statements and does not hold any other directorship in public
companies. He had no conviction for offences within the past 10 years.
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DIRECTORS’ PROFILE (continued)

operation and marketing.

the past 10 years.

Mr. Chow Hon Piew, aged 61, Malaysian, was appointed as the Independent Non-Executive
Director on 30 August 2013. He graduated with a Diploma in Business Studies and a Masters of Business
Administration from the University of Strathclyde, Glasgow, United Kingdom and is also a Fellow member
of the Institute of Chartered Management Accountants. He started his career as a Assistant Management
Accountant at Matthesons Meats Ltd, a multi-national meat processing company in London prior to his
return to Malaysia. He had served as the Group Accountant and rose to the position of Managing Director
of Poly Glass Fibre (M) Bhd prior to his retirement in December 2012.

He serves as the Chairman of the Audit Committee and Nominating Committee and a member of the
Remuneration Committee. He has attended all the five Board meetings held for the financial year. He
does not have any family relationship with any director and/or major shareholders of the Company. He
has no conflict of interest with the Company. He had no conviction for offences within the past 10 years.

Mr. Ang See Ming, aged 45, Malaysian, was appointed as the Executive Director on 11
December 2013. He holds a Bachelor of Business (Accounting) from Monash University, Australia.
He joined TGl in 1993 as an Accounts Executive and rose through the ranks to become the General
Manager prior to his appointment to the Board. He was instrumental in planning the listing of TGl on
the Kuala Lumpur Stock Exchange and has contributed immensely to the growth of TGl especially
in the fields of finance, taxation, project planning and implementation, information technology,

He has attended all of the five Board meetings held for the financial year. He is the son of Dato’ Ang
Poon Chuan and the nephew of Dato’ Ang Poon Khim and Datuk Ang Poon Seong. He has no conflict
of interest with the Company other than as disclosed in the notes to the financial statements and
does not hold any other directorship in public companies. He had no conviction for offences within

Mr. Kang Pang Kiang, aged 43, Malaysian, was appointed as the Independent Non-
Executive Director on 30 August 2013. He obtained his Bachelor of Commerce and Bachelor of
Science degrees from the University of Auckland, New Zealand. He is a Fellow member of the
Associate of Chartered Accountant, New Zealand and Member of the Malaysian Institute of
Accountants. He started his career with Ernst & Young. He has experience in providing auditing,
tax consultation and business advisory services to various clients, which include multinational
companies. He joined EG Industries Group in 1999 with more than 10 years of experience in
financial management, corporate restructuring exercises, financial planning, compliance and
reporting, risk management and investor relations. He played a key role in the formulation and
implementation of EG Industries Group’s strategic cost reduction plan and was also responsible for
the group’s corporate finance, finance management and financial strategies.

He serves as the Chairman of the Remuneration Committee and a member of the Audit Committee

and Nomination Committee. He is also Group Chief Executive Office/ Executive Director of EG
Industries Berhad, a Company listed in Bursa Malaysia Securities Berhad. He has attended four out
of the five Board meetings held for the financial year. He does not have any family relationship
with any director and/or major shareholders of the Company. He has no conflict of interest with
the Company. He also sits on the Board of EG Industries Berhad. He had no conviction for offences

within the past 10 years.
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STATEMENT ON CORPORATE GOVERNANCE

The Board of Directors (“the Board”) is committed to maintain good corporate governance throughout the group in its effort to ensure long-
term sustainable growth and to safeguard, protect and enhance shareholders’ value.

The Statement on Corporate Governance will set out how the Company has applied the principles and recommendations and the approach
the Board will take to steer the Company to apply such principles and recommendations to governance as prescribed by the Malaysian Code
on Corporate Governance (MCCG 2012) (“the Code”).

Principle 1: Establish Clear Roles and Responsibilities
1.1 Clear Functions of the Board and Management

The Board takes full responsibilities for the overall performance of the Group by providing leadership and direction as well as management
supervision. As a whole, the Board is the ultimate decision making body. Further to its legal responsibilities, the Board assumes full
responsibility for the Group's strategic direction, overseeing the proper conduct of the Group's business, identifying principal risks and
ensuring the implementation of systems to manage risks, succession planning, developing investor relations programme, reviewing the
adequacy and integrity of the Group’s internal control systems and management information systems, establishing goals for management
and monitoring the achievement of these goals.

The Board has established 3 Board Committees (‘Committees’) to assist in the performance of its stewardship duties under specific terms
of reference. The Committees established are the Audit Committee, the Nominating Committee and the Remuneration Committee. These
Committees comprised Non-Executive Directors with a majority being Independent Non-Executive Directors (“INEDs"). The composition of
the Board and Board Committees are more particularly described under Principle 2 and section 3.5 of this statement.

All decisions and deliberations at Committee level are documented by the Company Secretary in the minutes of various committee
meetings. The Chairman of the Board Committees reports on the outcome and recommendations of the Board Committee meetings to the
Board for further deliberation and approval. Such reporting and ensuing deliberation, if any, is detailed in the minutes of Board meeting. The
Committees’function is to principally assist the Board in the execution of its duties and responsibilities to enhance operational and business
efficiency and efficacy. The Board reviews the Committees’ authority and terms of reference from time to time to ensure its relevance and
enhance its efficacy.

1.2 Clear Roles and Responsibilities

The Board is collectively responsible for oversight and overall management of the Group. The Board delegates the day-to-day operations
of the Group to the Executive Directors, who have vast experience in the business of the Group. The Directors are normally involved in
the deliberation of the overall Group strategy and direction, major acquisition and/or divestment, approval of major capital expenditure,
consideration of significant financial matters and the review of financial and operating performances of the Group.

As part of the continuous effort on governance process, the Company will be revising its Board Charter. The Executive Directors are
responsible for the day-to-day operational management of the Group, implementing the policies and decisions of the Board, overseeing
business operations as well as coordinating the development and implementation of business and corporate strategies. On the other hand,
the INED do not engage in the daily management of the Group. Their presences bring objectivity and independence to any evaluation of
strategic performance or resources related issues. In this manner, the INEDs fulfil a crucial corporate accountability role as they provide
independent and objective views, opinions and judgment on issues being deliberated.

The Board has yet to have descriptions for certain Board positions and also the corporate objectives for which the Executive Directors are
responsible to meet. Having due note of that, the Board is of the opinion that the Managing Director, with the assistance and support from
the Executive Directors and key management, is responsible for the day-to-day operations of the Group and represents Management to the
Board.

The management, with the assistance from the Internal Audit Department (“IAD"), has implemented the Enterprise Risk Management
processes and formed a Risk Management Committee to identify, assess and monitor risks impacting the Group's business and supporting
activities.

1.3 Formalise Ethical Standards through a Code of Conduct and Ethics

A Code of Conduct, which outlines the conduct and responsibilities of both Management and employees, is in place. An Employee Handbook,
which contained various human resource policies, serve as a guide for Management and employees of the Group and ensured that accepted
code of conduct as well as employee responsibilities are practiced.

There is also a platform in place for employees and Management to report on any grievances and or wrongdoing by employees and or
Management. Insofar as the Board is concerned, the Directors have a duty to declare immediately to the Board and abstain from further
discussion and decision-making process should they be interested in any transaction to be entered into by the Group and or whenever there
is a potential conflict arising from any transactions which involved the interest of the Directors.

Similar with the Board Charter, the Board will consider formalising Whistle Blower Policy as well as Code of Ethics and Code of Conduct for
Directors for adoption and subsequent disclosure on corporate website.
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STATEMENT ON CORPORATE GOVERNANCE (continued)

1.4 Strategies Promoting Sustainability

The Board recognises the importance of sustainability vis a vis the environment, governance and social context and its increasing impact
to its businesses. The Board is committed to understanding and has vigorously implemented sustainable practices to benefit its businesses
whilst attempting to achieve the right balance between the needs of the wider community, and the requirements of shareholders and
stakeholders.

Itis the normal practice of the senior management team to conduct annual review of group performance, refine business strategies and set
targets, both qualitative and quantitative, in consultation with the Managing Director and Executive Directors. To that end, the Board is in
the process of formulating a Sustainability Policy.

From a social context, employees’ welfare, financial contribution and participation in community activities are part and parcel of the Group’s
commitment as a responsible corporate citizen. The Group acknowledges the contribution of its employees and strive to improve their
welfare and benefits. All recruits undergo induction program to familiarise themselves with the Group’s background, policies, structure,
products and services. There is an established performance review process to reward deserving employees with competitive remuneration
packages, increment and bonus. In addition, confirmed employees are entitled to personal accident, medical and hospitalisation benefits at
the Group’s expense. There is an emphasis on continuous employees’training and professional development with various training programs
continuously organised throughout the year to enhance skills and knowledge. Company dinners are organised to foster relationship
amongst employees and Management. Long service awards are conferred to Management and employees as a token of appreciation for
their continued loyalty, support, dedication and contribution to the Group.

All operations of the Group are conducted within the ambit of the various legislations in the countries where the Group operates.
1.5 Access to Information and Advice

The Chairman ensures that all Directors have full access to information with Board papers and agendas on matters requiring the Board’s
consideration issued with appropriate notice in advance of each meeting to enable Directors to obtain further explanations from the
Managing Director or his management team, where necessary, in order to be briefed properly before the meetings. Meeting papers on
issues or corporate proposals which are deemed confidential and sensitive would only be presented to the Directors during the meeting
itself. Management is invited to provide Directors with updates on business and operational matters or clarify items tabled to the Board.
Verbal explanation and briefings are also provided by management to enhance understanding of the matters under discussions.

All Directors have access to the advice and services of the Company Secretaries. The Board of Directors, whether as a full board or in their
individual capacity, may upon approval of the Board of Directors, seek independent professional advice if required, in discharge of their
duties, at the Company’s expense.

1.6 Qualified and Competent Company Secretaries

All the Directors have unrestricted access to all information within the Group and to the advice and service of the Company Secretaries.
The Company Secretaries, who are qualified and experienced, advise the Board on any updates relating to new statutory and regulatory
requirements pertaining to the duties and responsibilities of Directors and the potential impact and implications arising there from.

1.7 Board Charter

The Board acknowledges the need to establish a point of reference for Board activities through a Charter as recommended by the MCCG
2012. As such, the Board is taking the necessary steps to revise such a Charter to clearly define the roles of the Board, Board Committees
and Management in order to provide a structured guidance regarding their various responsibilities including the requirements of Directors
in carrying out their leadership and supervisory role and in discharging their duties towards the Group as well as boardroom activities. An
abridged version of the Board Charter will be made available on the Company website www.thongguan.com.

Principle 2: Strengthen the Composition
2.1 Nominating Committee

The Nominating Committee is chaired by an INED and the Committee consists entirely of 3 Non-Executive Directors, a majority of whom
must be independent. The Nominating Committee shall meet at least once in a financial year or more frequently if deemed necessary.

The Nominating Committee currently comprised the following:

Name Position
Chow Hon Piew Chairman
Dato’ Paduka Syed Mansor Bin Syed Kassim Barakbah Member
Kang Pang Kiang Member
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2.2 Develop, Maintain and Review Criteria for Recruitment and Annual Assessment of Directors

The Nominating Committee’s mandate expressed through its terms of reference is to bring to the Board; recommendations on the
appointment of new Directors, review of the Board structure, size, composition as well as systematic assessment of the effectiveness and
contribution of the Board, its Committees, and individual Directors on an annual basis. The Nominating Committee is empowered to seek
professional advice within or outside the Group as it deem necessary to discharge its responsibilities.

During the financial year ended 31 December 2014, the Committee met on one (1) occasion to discuss the tenure of service of the INEDs as
well as to conduct an annual assessment of the Directors, Board and Board Committees.

The Nominating Committee also systematically assesses the effectiveness of the Board, the Committees of the Board and contribution of
each individual Director and reviews the required mix of skills, experience and other qualities, including core competencies of the members
of the Board on an annual basis. The assessment also considered the qualifications, contributions and performance of Directors and Chief
Financial Officer in meeting the needs of the Group based on the criteria of competency, character, time commitment, integrity and
experience as set out under paragraph 2.20A of the Listing Requirements.

The Board is committed to ensuring diversity and inclusiveness in its composition and deliberations. The present Board composition reflects
the broad range of experience, skills and expertise necessary for the success of the Group and the importance of independent judgment
and opinion at Board level.

The Board acknowledges the recommendation of the Code on gender diversity. However, the Board has yet to establish a specific policy on
setting targets for women representation. The Board believes it is not necessary to adopt a formal gender diversity policy as the Company
is committed to provide fair and equal opportunities and nurturing diversity within the Group. The evaluation of the suitability of candidate
is based on the candidate’s competency, character, time commitment, integrity, performance and experience to bring value and expertise
to the Board. The Nominating Committee will however continue to take steps to ensure suitable women candidates are sought as part of its
recruitment exercise.

The Committee met to deliberate on the retirement by rotation of Directors and their eligibility for re-election at the Company’s Annual
General Meeting (AGM). New appointees will be considered and evaluated by the Nominating Committee. The Committee will then
recommend the candidates to be approved and appointed to the Board. The company secretary will ensure that all appointments are
properly made, and that legal and regulatory obligations are met.

The director who is subject to re-election and/or re-appointment at the next Annual General Meeting is assessed by the Nominating
Committee before recommendation is made to the Board and shareholders for re-election and/or re-appointment. Appropriate assessment
and recommendation by the Nominating Committee is based on the annual assessment conducted. The Articles of Association of the
Company requires that all Directors shall be subjected to re-election by shareholders at the first opportunity after their appointment and
that at least one third (1/3) or the number nearest to one third (1/3) of the Directors, be subject to re-election thereafter by rotation at least
once in every three (3) years at the Annual General Meeting.

The Board, together with the Nominating Committee, will also formalise a guide to be used during annual assessment, recruitment and the
induction processes for Directors.

2.3 Remuneration Committee
The Remuneration Committee consists of four members, the majority of whom are Independent Non-Executive Directors.

The Remuneration Committee currently comprised the following:

Name | Position
Kang Pang Kiang Chairman
Dato’ Paduka Syed Mansor Bin Syed Kassim Barakbah Member
Chow Hon Piew Member
Dato’ Ang Poon Chuan Member

The Remuneration Committee met once during the financial year with the full attendance by all members of the Remuneration Committee.
The adoption of remuneration packages for the Executive Directors, however, is a matter for the Board as a whole, with individual Directors
abstaining from decision making in respect of his remuneration package.

The Remuneration Committee is authorised, inter-alia, to recommend to the Board the remuneration packages for the Executive Directors
of the Company and set up a broad policy or framework for all elements of remuneration for the Directors.

The remuneration of Non-Executive Directors is linked to their experience and level of responsibilities undertaken by them. Non-Executive
Directors are paid fixed annual fees as members of the Board and Board Committees. The Directors’ fees are approved annually by the
shareholders of the Company.

The aggregate remuneration, with categorisation into appropriate components and distinguishing between Executive and Non-Executive
Directors, paid or payable to all Directors of the Company for the financial year ended 31 December 2014 is as follows:

1
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Executive Directors Non-Executive Directors
Salaries (RM'000) 1,787 -
Bonus & Other Allowances (RM’'000) 512 6
EPF Contributed by Employer (RM’000) 175 -
Fees (RM'000) 240 75

The number of Directors whose total remuneration falls within the following bands is as follows:

No. of Directors

Range of Remuneration Executive Directors Non-Executive Directors
Below RM50,000 - 3
RM350,001 to RM400,000 2 -
RM950,001 to RM 1,000,000 2 -

The Board has opted not to disclose each Director’s remuneration as it considers such information sensitive.

The Board is in the process of establishing a Remuneration Policy and Procedure to facilitate the Remuneration Committee to consider and
recommend to the Board for decision the remuneration packages of the Executive Directors. Going forward, the Remuneration Committee
would take on the task of reviewing and recommending the compensation structure of the Board for both Executive and Non-Executive
Directors.

Principle 3: Reinforce Independence
3.1 Annual Assessment of Independent Directors

The Board, through the Nominating Committee, assesses the independence of the INEDs annually. Based on the assessment carried out for
financial year ended 31 December 2014 the Board is generally satisfied with the level of independence demonstrated by the INEDs and their
ability to act in the best interests of the Company.

3.2 Tenure of Independent Directors

The Board’s view on independence is in accordance with the definition of an independent director under para 1.01 and Practice Note 13 of
MMLR of Bursa Securities. The present INEDs fulfils the key criteria of appointment as they are not a member of management, free of any
relationship that could interfere with exercise of independent judgment or ability to act in the best interest of the Company.

3.3 Shareholders’ Approval for Retaining Independent Non-Executive Directors

The Company does not have term limits for all Directors presently as the Board is of the opinion that continued contribution by Directors
provides benefit to the Board and the Group as a whole. The MCCG 2012 provides a limit of a cumulative term of 9 years on the tenure of an
Independent Director.

However, an INED may continue to serve the Board upon reaching the 9-year limit subject to re-designation as a Non-INED. In the event
the Board intends to retain the said INED as independent after the latter has served a cumulative term of 9 years, the Board must justify the
decision and seek shareholders’approval at general meeting. In justifying the decision, the Nominating Committee is entrusted to assess the
candidate’s suitability to continue as an INED based on the criteria on independence.

3.4 Separation of Positions of Chairman and Managing Director

The role of Chairman and the Managing Director are separate and each has a clearly accepted division of responsibilities to ensure a balance
of power and authorities. The Chairman is responsible for ensuring Board effectiveness and conduct while the Managing Director will have
overall responsibilities over the operating units, organizational effectiveness, implementation of Board policies and decision in achieving
the corporate objectives of the Group.

The presence of INEDs also provides an element of objectivity, independent judgement, view and check and balance on the Board as well
as to safeguard the interest not only of the Group, but also minority shareholders, employees, customers, suppliers and the community in
general.

3.5 Composition of the Board

The Board comprised 7 Directors as at the date of this Annual Report and are as follows:

Independent Non-Executive Chairman Dato’ Paduka Syed Mansor Bin Syed Kassim Barakbah
Managing Director Dato’Ang Poon Chuan
Executive Directors Dato’ Ang Poon Khim
Datuk Ang Poon Seong
Ang See Ming
Independent Non-Executive Director Chow Hon Piew
Kang Pang Kiang

Together with the Executive Directors who have intimate knowledge of the business, the Board is constituted of individuals who are committed
to business integrity and excellence. Brief profiles of the Board members are presented under“Profile of Directors’section in this Annual Report.
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The current Board has a balanced mix of skills, relevant expertise and professional experience. The Directors, with their different background
and specialisations, collectively bring with them a wide range of experience and expertise in areas such as finance, general management,
marketing and operations.

The Board is of the opinion that it is not necessary to have a majority of INEDs forming the board as the Directors are seasoned business
leaders who exercise objectivity and independence of opinions in arriving at their decisions and that Board deliberations are collegial and
inclusive with ultimate aim of objective review of priorities and proposals. The Chairman solicits the opinion of fellow Board members before
seeking consensus on decisions.

Principle 4: Foster Commitment
4.1 Time Commitment

The Board normally meets at least 4 times annually at quarterly intervals. Under exceptional circumstances owing to urgent and important
issues at hand, additional meetings are convened between the scheduled meetings with sufficient notices.

During the year under review, the Board held 5 meetings to deliberate and decide on various issues. The major deliberation, in terms of
issues discussed and the conclusion arrived by the Board during the meetings, are recorded by the Company Secretary with the minutes
signed by the Chairman of the meetings.

Details of attendance of each Director on the Board meeting and respective Board Committees’ meeting during the year under review are
as follows:

Committees
Board Audit Nominating Remuneration
Dato’ Paduka Syed Mansor Bin Syed Kassim Barakbah 3/5 3/4 11 11
Dato’ Ang Poon Chuan 5/5 - - 11
Dato’ Ang Poon Khim 5/5 - - -
Datuk Ang Poon Seong 5/5 - - -
Ang See Ming 5/5 - - -
Chow Hon Piew 5/5 4/4 1/1 1/1
Kang Pang Kiang 4/5 3/4 1/1 1/1

Notes:
All Board members met the minimum percentage required for Board meeting attendance as prescribed under MMLR of Bursa Securities
during the period under review.

The Company Secretary will convene, upon request of any Board members, special Board meetings to discuss any urgent issues. Agenda
for Board meetings are set by the Company Secretary in consultation with the Chairman, as appropriate. In between meetings, whenever
required, decisions are taken by way of Directors’ Circular Resolutions.

In the absence of a formal protocol on induction, acceptance of new Directorship and time commitment, a Director accepting new
directorships will notify the Board ahead of his new appointment. The Board, through the Nominating Committee ensures that recruits
to the Board are individuals of caliber, with the necessary experience and knowledge to meet the expectations of the Board as a Director
of the Company. Although there are no formal training or orientation programmes for Directors, they are briefed at the major locations
of the Group’s manufacturing plants to acquire an understanding of the Groups’ operations. The Board took the view that familiarization
visits to the various operational sites would equip the Directors with a working understanding of the Group’s operations. This is geared
towards ensuring that new Directors are able to appreciate the Group’s operating environments and business dynamics and therefore able
to contribute effectively in the Board’s deliberations.

4.2 Directors’Training

The Board is cognisant of the need to ensure that its members undergo continuous trainings to enhance their knowledge, expertise and
professionalism in discharging their duties. The Company Secretary circulates relevant guideline to update the Directors on statutory
and regulatory requirements and changes from time to time. Internal briefings were also conducted for the Directors on key corporate
governance developments and salient changes to the MMLR.

Pursuant to para 15.08(2) and Appendix 9C (Part A, para 28) of MMLR, some of the Directors had, during the year under review, attended the
following training programs, seminars and international trade exhibition:-

Areas Seminar / Programs
Production/Plastics + Introduction To Continues Blow Film Extrusion
Finance, Taxation & Governance + 2015 Budget Seminar

« Tax Compliance Seminar 2015

+ Seminar on GST

- Risk Management for Internal Auditors
Management + KPITraining

« Strategic Business Planning Process & Budgeting

All Directors have complied with the provision of MMLR in relation to Mandatory Accreditation Program.
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Principle 5: Uphold Integrity in Financial Reporting
5.1 Compliance with Applicable Financial Reporting Standards

The Board is committed to provide and present a balanced and meaningful assessment of the Group’s financial performance and prospects,
primarily through the annual financial statements and quarterly announcement of the results to shareholders as well as the Chairman’s
statement in the annual report. The Directors are responsible in ensuring the annual financial statements are prepared in accordance with
the provisions of the Companies Act, 1965 and applicable Approved Accounting Standards in Malaysia.

The Audit Committee is to aid the Board in discharging its duties on financial reporting by overseeing the processes for production of the
financial data, reviewing and monitoring the integrity of the financial reports and the internal controls of the Company. The composition
and terms of reference of the Audit Committee together with its report are presented under “Audit Committee Report”in this Annual Report.

In consultation with the External Auditors, the Audit Committee reviews the appropriateness of the Group's accounting policies and the
changes to these policies as well as to ensure that the financial statements comply with accounting standards and regulatory requirements.

Directors’ Responsibility Statement

The Board is responsible to ensure that the financial statements of the Group and Company gives a true and fair view of the state of affairs
of the Group and of the Company and of their results and cash flows as at the end of the financial year. The Directors have ensured that the
financial statements have been prepared in accordance with the applicable approved accounting standards in Malaysia and the provisions
of the Companies Act, 1965.

The Director have selected and applied consistently suitable accounting policies and made reasonable and prudent judgments and
estimates in preparing the financial statements.

A general responsibility of the Directors is to take such steps as are reasonably open to them to safeguard the assets of the Group and to
prevent and detect fraud and other irregularities.

5.2 Assessment of Suitability and Independence of External Auditors by the Audit Committee

The Audit Committee has a close and transparent relationship with the External Auditors in seeking professional advice and ensuring
compliance with relevant accounting standards. During the financial year ended 31 December 2014, the Audit Committee held two (2)
dialogue sessions with the External Auditors in the absence of the Executive Directors and Management.

The Audit Committee is empowered by the Board to review all issues in relation to appointment and re-appointment, resignation or dismissal
of External Auditors. The External Auditors had given written assurance that, they are, and have been, independent throughout the conduct
of the audit engagement in accordance with the terms of the relevant professional and regulatory requirements. In early 2015, the Audit
Committee undertook a review of the suitability and independence of the External Auditors and was satisfied with the independence and
technical competency of the External Auditors.

Moving on, the Audit Committee will establish procedures to assess the suitability and independence of the External Auditors as well as
policy governing the circumstance under which contracts for provision of non-audit services could be entered into by the External Auditors.

Principle 6: Recognise and Manage Risks
6.1 Sound Framework to Manage Risks

In general, all major projects, investment and capital expenditure initiatives are presented to the Board for consideration and approval. An
overview of the state of internal controls and risk management within the Group is spelt out in this Annual Report under Statement on Risk
Management and Internal Control.

6.2 Internal Audit Function

The Board and management has established internal control procedures and policies for its operations. It monitors its compliance through
the Internal Audit Department, to ensure that such internal control system is implemented and carried out effectively by the Management.

The Company has in place an internal audit function which is led by the Head of Internal Audit, who reports directly to the Audit Committee.
The Internal Audit Department undertakes regular review of identified operational areas annually to assess the effectiveness of internal
controls and risk management. During the review of Internal Audit Reports, the Audit Committee is made aware of the operational risks
affecting the Group’s operations and all follow through mitigating actions taken.

The Statement on Risk Management and Internal Control, which provided an overview of the state of internal control and risk management
within the Group, is included in this Annual Report.
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Principle 7: Ensure Timely and High Quality Disclosure
7.1 Corporate Disclosure Policy

The Board acknowledges the need and importance of ensuring dissemination of information to shareholders, investors and regulatory
bodies. The Board peruses through and approves all announcements prior to the release of the same to Bursa Securities. At the same time,
the Board will take reasonable steps to ensure that the public and investors all who invest in the Company’s securities enjoy equal access to
such information to avoid selective disclosure.

7.2 Leverage on Information Technology for Effective Dissemination of Information

The Company’s website, www.thongguan.com, provides an avenue for information dissemination with dedicated sections on corporate
information including announcements to Bursa Securities, financial information, press releases and news and events related to the Group.
Any queries or concerns regarding the Group may be directed to the Investor Relations Department via the email address: info@thongguan.
com.

As the Group release all material information publicly through Bursa Securities, shareholders and the public in general may also obtain
announcements and financial results of the Company from Bursa Securities’ website at www.bursamalaysia.com.

Principle 8: Strengthen Relationship with Shareholders

8.1 Shareholders Participation at General Meetings

The Annual General Meeting (“AGM”) and Extraordinary General Meeting (“EGM"), provide a platform for the Board to dialogue and
interact with shareholders where individual shareholders and investors may seek clarifications on the Group's businesses, performance and
prospects. The notices of the AGM and EGM are sent to shareholders. The notices are also published in a national newspaper and released
through Bursa Securities for public dissemination. Members of the Board attend the AGM and EGM to answer queries and concerns of the

shareholders. All suggestions and comments put forth by shareholders will be noted by the Board for consideration.

The Board will consider adopting electronic voting, within the bound of practicality, in the future to facilitate greater shareholder participation
at general meetings.

8.2 Encourage Poll Voting

At the onset of all general meetings, shareholders are informed that voting will be by show of hands of every member or representative or
proxy of a member present, unless a poll is duly demanded, before the meeting proceeds.

8.3 Effective Communication and Proactive Engagement
The Board recognises the need for shareholders to be kept updated with all material business matters affecting the Group. Shareholders are
provided with an overview of the Group'’s performance and operations through timely release of financial results on yearly and quarterly

basis as well as various other announcements.

The general meetings are useful forums for shareholders to engage directly with the Board and Senior Management. The shareholders are
at liberty to raise questions or seek clarification on the agenda of the meeting from the Board and the Senior Management.

Further, in a move to promote wider publicity and dissemination of public information, the Group will issue press releases to the media on
significant corporate developments and business initiatives to keep the investment community and shareholders updated on the progress
and development of the Group.

Compliance with the Principles and Recommendations of the Code

For the year ended 31 December 2014 and up to the date of the printing of this annual report, the Group has complied substantially with
the Principles and Recommendations of the Code insofar as applicable and described herein.

This statement is issued in accordance with a resolution of the Directors dated 12 May 2015.

Other Information
Non-Audit Fees
The amount of non-audit fees paid to external auditors by the Company and its subsidiaries is RM29,000 for the financial year ended 31

December 2014.

Material Contract
Since the end of the previous year report, there were no material contract that involved the Group and its Directors and major shareholders.
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STATEMENT ON RISK MANAGEMENT AND INTERNAL CONTROL

Introduction

Pursuant to Paragraph 15.26(b) of the Main Board Listing Requirement of Bursa Malaysia Securities Berhad, the Board of Directors of listed
companies is required to include in its Company’s Annual Report a statement about the state of the internal controls of the listed issuer as a
group. The Board is pleased to provide the following Internal Control Statement for the financial year ended 31 December 2014.

Responsibility

The Board acknowledges its responsibility for the Groups’ system of internal control, which include establishment of an effective control
environment and an appropriate internal control framework, as well as to review its adequacy and integrity. Due to limitations inherentin any
system of internal control, it is important to note that the system is designated to manage, rather than eliminate the risk of failure. Therefore,
the system can only provide reasonable and not absolute assurance that assets are safeguarded against material loss or misstatement. The
system of internal control covers, inter-alia, financial, organisational, and operational and compliance controls and risk management.

Risk Management Framework

The board has established an on-going process for identifying, evaluating, and managing risk through the Enterprise Risk Management
(ERM) Framework. These include the formation of a Risk Management Committee (RMC) which was delegated with the task of identifying
risks within the Group. The Board through its Audit Committee regularly reviews this process. The main objective of the review is to formalize
and embed a risk management process across the Group in order to sensitise all employees within the Group to risk identification, evaluation,
control, ongoing monitoring, and reporting. The formalisation of the ERM framework will encompasses the following activities:

«  Toupdate on a regular basis the risk profiles of companies in the Group according to the Risk Management Policy and Procedures;

«  To further embed a risk awareness culture and risk management process within the Group, the risk management training for selected
management and staff will be conducted on an ongoing basis;
To roll out the ERM review to the companies in the Group upon the identification, assessment, evaluation of all principal business risk
and controls. Management will consider the residual risk treatment options and prepare the action plans, with implementation time
scales to address the risks and controls issues;

«  Toreview the submission of periodic risk management reports to the RMC for tabling to the Audit Committee (AC);

- To execute risk-based internal audit with periodic review by Audit Committee and the Board on the adequacy and integrity of the
system of internal control.

Internal Audit Function

The Group’s Internal Audit Department (IAD) reports directly to the Audit Committee. Its role is to provide the Audit Committee with
reasonable assurance on the adequacy and integrity of the Group's internal control system through regular reviews and monitoring. The
Audit Committee provides direction and oversees the function. At the beginning of each financial year, the IAD prepares an Annual Audit
Plan and presented it to the Audit Committee for its approval. Subsequently at every Audit Committee meeting, the IAD will present its audit
findings and review them with the Audit Committee.

The activities that has been planned and carried out by the IAD are as follows:

«  Mapping out the current state of procedures and processes for the ease of understanding and reference with the aim of identifying
areas for improvements.

« Identifying potential areas that are lack of control and efficiency from the process mapping.

«  Testing and conducting audit on the identified risk areas.

«  Evaluating other areas and matters that are pertinent to the compliance by the Companies.

«  Holding meeting with auditees to agree on findings.

+  Reporting of findings and irregularities (if any) to Management and Audit Committee and provide recommendations to mitigate the
risks identified.

«  Ensuring the compliance with applicable laws, regulations, rules, directives and guidelines by the various authorities and those set out
by the Management.

«  Carrying out ad-hoc investigation and special review requested by Management.

The Internal audit reports prepared by the IAD arising from the audits are discussed by the AC Meetings and recommendations are duly
forwarded to the management for their actions. Follow-up reviews are conducted by the IAD to ensure that all action plans from each
audit are adequately addressed by auditee/management. All internal audit reports together with the recommended action plans and their
implementation status are presented to the management and the Audit Committee as and when they are completed.
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Other Risk and Control Processes

«  The Group’s Policies and Guideline Booklet, sets out the policies, procedures and expected standards of the Group’s operations to be
followed by all employees. The policies and procedures are regularly reviewed and updated to maintain its effectiveness over time.

«  The Board and Audit Committee rigorously review the quarterly financial results and reports and evaluate the reasons for unusual
variances noted thereof.

« Internal audit function includes performing regular reviews of business processes to assess the effectiveness of the internal control
system and to highlight significant risks impacting the Group with recommendations for improvement;

«  The close involvement of Executive Directors, who are hands-on in the operations of the Group. The Managing Directors briefs the
Board on significant changes in the business and external environment, which affect the operations of the Group at large.

«  The Group hasin place a Management Reporting mechanism whereby financial information is generated and reviewed by management
and the Board on a timely basis. Performance and results are monitored on a monthly basis against the budget and the results of prior
years, with major variances explained and appropriate action taken.

«  The Group sets out an annual budget and operations targets for every operating division. Analysis, data comparison and reporting
of variances against target are presented in the Group’s various Management Meetings which act as a monitoring and controlling
mechanism.

«  The Group has successfully integrated three (3) management systems namely the ISO 9001-QMS, ISO14001-EMS & OHSAS 18001-Health
& Safety into a single system, known as‘Integrated Management System’ (IMS).

Conclusion

The Board has received assurance from the Group Managing Director and Chief Financial Officer that the Group’s risk management and
internal control system is operating adequately and effectively in all material aspects, based on the risk management and internal control
systems of the Group.

The Board and Management are committed towards operating a sound system of internal control and the internal control systems will
continue to be reviewed, updated and improved upon in line with the changes in its operating environment.

For the financial year under review and up to the date of issuance of the financial statements, the Board is satisfied with the adequacy,
integrity and effectiveness of the Group’s system of risk management and internal control. No material losses, contingencies or uncertainties
have arisen from any inadequacy or failure of the Group’s system of internal control that would require separate disclosur