AUDIT COMMITTEE REPORT

MEMBERS OF THE AUDIT COMMITTEE

The Audit Committee presently comprises the following members:-

Chairman

Dato’ Hazli Bin Ibrahim (Independent Non-Executive Director)

Members

Tan Sri Datuk Adzmi Bin Abdul Wahab (Independent Non-Executive Director)
Jamil Bin Saimon (Independent Non-Executive Director)

TERMS OF REFERENCE

1. Objectives

The objective of the Audit Committee is to assist the Board of Directors in meeting its
responsibilities relating to accounting and reporting practices of the Company and its
subsidiary companies. In addition, the Audit Committee shall:-

a)

b)

c)

oversee and appraise the quality of the audits conducted both by the Company’s internal
and external auditors;

maintain open lines of communication between the Board of Directors, the internal auditors
and the external auditors for the exchange of views and information, as well as to confirm
their respective authority and responsibilities; and

determine the adequacy of the Group’s administrative, operating and accounting controls.

2. Membership

The Audit Committee shall be appointed by the Board of Directors from among their number,
which fulfils the following requirements:-

a)
b)

c)

the Audit Committee must be composed of no fewer than three (3) members;

all the Audit Committee members must be non-executive directors, with a majority of them
being independent directors; and

at least one (1) member of the Audit Committee:-
1) must be a member of the Malaysian Institute of Accountants; or

i) if he is not a member of the Malaysian Institute of Accountants, he must have at least
three (3) years’ working experience and:-



+ he must have passed the examinations specified in Part 1 of the 1% Schedule of the
Accountants Act, 1967; or

* he must be a member of one of the associations of accountants specified in Part Il
of the 1% Schedule of the Accountants Act, 1967; or

i) fulfils such other requirements as prescribed or approved by the Bursa Malaysia
Securities Berhad.

No alternate director shall be appointed as a member of the Audit Committee.

The members of the Audit Committee shall elect a Chairman from among their number who
shall be an independent director.

In the event of any vacancy in the Audit Committee resulting in the non-compliance of item 2
(a) to (c) above, the vacancy must be filled within three (3) months of that event.

The Board of Directors must review the term of office and performance of the Audit
Committee and each of its members at least once every three (3) years to determine whether
the Audit Committee and members have carried out their duties in accordance with the terms
of reference.

3. Functions

The functions of the Audit Committee are as follows:-

a)

b)

d)

To review the following and report the same to the Board of Directors:-

i) with the external auditor, the audit plan;

i) with the external auditor, his evaluation of the system of internal controls;

iii) with the external auditor, his audit report;

iv) the assistance given by the Company’s employees to the external auditor; and

v) any related party transaction and conflict of interest situation that may arise within the
Company or Group including any transaction, procedure or course of conduct that
raises questions of management integrity;

To consider the appointment of the external auditors, the audit fee and any questions of
resignation or dismissal including recommending the nomination of a person or persons as
external auditors;

To discuss with the external auditor before the audit commences, the nature and scope of
the audit, and ensure co-ordination where more than one audit firm is involved;

To review the quarterly results and year-end financial statements before recommending for
the Board of Directors’ approval, focusing particularly on:-

« any changes in accounting policies and practices;

« significant adjustments arising from the audit;

« the going concern assumption; and

« compliance with accounting standards and other legal requirements;

To discuss problems and reservations arising from the interim and final audits, and any
matter the auditors may wish to discuss (in the absence of management where necessary);



f)
9)

h)

)

To review the external auditors’ management letter and management’s response;
In relation to Internal Audit function:-

» Review the adequacy of the scope, functions, competency and resources of the internal
audit function, and that it has the necessary authority to carry out its work;

 Review the internal audit programme and results of the internal audit process and where
necessary, ensure that appropriate action is taken on the recommendations of the internal
audit function;

* Review any appraisal or assessment of the performance of members of the internal audit
function;

» Approve any appointments or termination of senior staff members of the internal audit
function;

« Inform itself of resignations of internal audit staff members and provide the resigning
staff members an opportunity to submit his reasons for resigning;

* Review and assess the adequacy of the risk management framework and risk assessment.

To consider the major findings of internal investigations and management’s response;

To report to the Bursa Malaysia Securities Berhad matters which have not been
satisfactorily resolved by the Board of Directors resulting in a breach of the Main Market
Listing Requirements of Bursa Malaysia Securities Berhad; and

To consider other areas as defined by the Board of Directors.

4. Authority

The Audit Committee shall, whenever necessary and reasonable for the Company to perform
its duties, in accordance with a procedure to be determined by the Board of Directors and at the
cost of the Company:-

a)
b)
c)
d)

e)
f)

have authority to investigate any matter within its terms of reference;

have the resources which are required to perform its duties;

have full and unrestricted access to any information pertaining to the Company;

have direct communication channels with the external auditors and person(s) carrying out
the internal audit function or activity;

be able to obtain independent professional or other advice; and

be able to convene meetings with the external auditors, the internal auditors or both,
excluding the attendance of other directors and employees of the Company, whenever
deemed necessary.

5. Meetings

The Audit Committee shall meet at least four (4) times a year and shall hold such additional
meetings as the Chairman shall decide in order to fulfil its duties.

In addition, the Chairman may call a meeting of the Audit Committee if a request is made by
any committee member or the internal or external auditors.

A resolution in writing, signed by all the committee members shall be as valid and effective as
if it had been deliberated and decided upon at a meeting of the Audit Committee.



Unless otherwise determined by the Audit Committee from time to time, a seven (7) days’
notice of all Audit Committee’s meetings shall be given to all the committee members either
personally or by electronic or by facsimile transmission.

The Head of Internal Audit Department shall be expected to attend all meetings of the Audit
Committee.

The Audit Committee may invite other directors and employees of the Company and of the
Group, the external auditors or any other person to be in attendance to assist it in its
deliberations. However, at least twice a year the Audit Committee shall meet with the external
auditors without executive board members present.

A quorum shall consist of a majority of independent directors and shall not be less than two

().

If at any meeting the Chairman is not present within fifteen (15) minutes after the time
appointed for holding the meeting, the committee members present shall elect a Chairman from
among the independent directors.

Any questions arising at any meeting shall be decided by a majority of votes. In the case of an
equality of votes, the Chairman shall have a second or casting vote except where the quorum is
made up of only two (2) members or where only two (2) members are competent to vote on the
question at issue.

The Company Secretary shall act as secretary of the Audit Committee and shall be responsible,
in conjunction with the Chairman, for drawing up the agenda and circulating it in a timely
manner, supported by explanatory documentation to committee members prior to each
meeting.

The secretary shall also be responsible for keeping the minutes of meetings of the Audit
Committee, and circulating them to committee members and to the other members of the Board
of Directors.

MEETINGS

During the financial year ended 31 December 2018, five (5) Audit Committee Meetings were
held and the details of attendance of each Audit Committee member are as follows:-

Audit Committee Members No. of Meetings Attended
Dato’ Hazli Bin Ibrahim 5/5
Tan Sri Datuk Azmi Bin Abdul Wahab 5/5
Dato’ Nik Ismail Bin Dato’ Nik Yusoff 3/5

Jamil Bin Saimon 2/5



SUMMARY OF ACTIVITIES DURING THE FINANCIAL YEAR

The Audit Committee has discharged its duties as set out in its Terms of Reference, which
accompany this Report. During the year under review, the following were the activities of the
Audit Committee:-

i) Reviewed, discussed and approved the audit plans for the year for the Group and the
Company presented by the internal auditor.

i) Reviewed the adequacy of the scope, functions and staffing requirements of Group's Internal
Audit Department to ensure that it was adequately staffed by employees with the relevant
skills, knowledge and experience to enable the Group's Internal Audit Department to perform
its role and that it has the necessary authority to carry out its work.

iii) Reviewed the internal audit reports. The Audit Committee was briefed on the audit reports
issued and on the issues raised by the Internal Auditor on various aspects of the system in
operation, practices and procedures and internal controls. Special notice was taken of
significant issues raised in the audit reports and that adequate corrective actions have been
taken by the Operating Management to rectify the weaknesses.

iv) Reviewed the external auditors’ scope of work and audit plan of the year.

V) Reviewed the quarterly results and year-end financial statements prior to the approval by the
Board of Directors focusing particularly on:-

- changes in or implementation of major accounting policy changes;
- significant and unusual events; and
- compliance with accounting standards and other legal requirements.

vi) Reviewed the related party transactions and conflict of interest situation that may arise within
the Group including any transactions, procedure or course of conduct that raises questions of
Management integrity.

vii) Commissioned special reviews on specific areas of operations.
INTERNAL AUDIT FUNCTION

The Group had an Internal Audit Department which is independent of the activities or operations
of the Group and which provides the Audit Committee and the Board with much of the assurance
it requires regarding the adequacy and integrity of the internal control.

Its principal responsibility is to undertake regular and systematic review of the system of internal
control so as to provide a reasonable assurance that such system operates satisfactorily and
effectively in the Group and report to the Audit Committee on a quarterly basis. Internal audit
strategy and a detailed Audit Plan are presented to the Audit Committee for approval. The
internal audit function adopts a risk-based approach in preparing its audit strategy and plan. The
internal audit strategy and plan is developed based on the risk assessment of the Group. The
Board ensures that appropriate management responses are given to any key audit findings and
the relevant corrective and/or preventive actions are undertaken.

The Board, together with the Internal Audit Department and the Management, are taking the
necessary measures for the continuous improvement of the internal control environment.



During the financial year, the total cost incurred for the internal audit function is RM 54,582.00.



