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SINOTOP HOLDINGS BERHAD (Incorporated in Malaysia)
Company No: 114842 - H

PROFILE OF THE BOARD OF DIRECTORS

DATUK DR. NG BEE KEN & #£4E1

Independent Non-Executive Chairman
Male, 63 years old
Malaysian

Datuk Dr. Ng Bee Ken (“Datuk Dr. Ng”) was appointed to the Board on 27 January 2006. Datuk Dr. Ng is the Chairman of the
Board of Directors and the Audit Committee. He is also a member of both the Nominating Committee and the Remuneration
Committee.

Datuk Dr. Ng holds a Bachelor of Law (Honours) from the University of Wales, Cardiff, Wales and a Master of Laws from King’s
College, University of London. He is also a Barrister-at-Law of Lincoln’s Inn, London, an Advocate & Solicitor of the High Court of
Malaya and a Certified Mediator of the Malaysian Mediation Centre. He has been practicing as a lawyer since 1987 and is
presently the Managing Partner of a law firm.

Datuk Dr. Ng also holds Doctor of Divinity, a Master of Science (Corporate Communication) from Universiti Putra Malaysia and is
an Associate of the Association of Costs and Executive Accountants, England.

Datuk Dr. Ng also sits on the Board of Widetech (Malaysia) Berhad, Talam Transform Berhad, OpenSys (M) Berhad and Yong
Tai Berhad. He is also the local representative Independent Non-Executive Director of Glencore Recycling Inc. (Malaysia) Sdn.
Bhd., whose parent company is listed in London, Hong Kong and Johannesburg. Glencore is one of the world largest global
diversified natural resource companies and a major producer and marketer of more than 90 commaodities.

Datuk Dr. Ng does not have any family relationship with other director(s) and/or major shareholder of the Company and has no
conflict of interest with the Company.

Datuk Dr. Ng attended seven (7) out of eight Board Meetings held in the financial period ended 30 June 2018.

PAN DING &5}

Group Managing Director / Executive Director
Male, 53 years old
Citizen of the People’s Republic of China (“China”)

Mr. Pan Ding was appointed to the Board on 3 June 2010. He graduated with a Diploma in Mechanical Manufacturing and
Machinery Engineering from Suzhou Vocational University. He is the co-founder of Be Top Group Limited and its wholly-owned
subsidiary company, Top Textile (Suzhou) Co., Ltd. (“Be Top Group”), a fabric production company based in China. He has over
twenty years of experience in the fabric industry and is currently responsible for the formulation and execution of the overall
business strategies and policies of Be Top Group.

He is the brother of Mr. Pan Dong, an Executive Director of the Company.

Mr. Pan Ding attended all eight (8) Board meetings held in the financial period ended 30 June 2018.
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PAN DONG &R

Executive Director
Male, 48 years old
Citizen of the People’s Republic of China (“China”)

Mr. Pan Dong was appointed to the Board on 3 June 2010 and is the co-founder of Be Top Group. He graduated with a Diploma
in Economics Management from the Continuing Education Institute of Suzhou University. Prior to the formation of Be Top Group,
Mr. Pan Dong has close to twenty years of experience in the fabric production industry in China. He is currently overseeing the
Group’s production operations, marketing, quality control, public relations and technology.

He is the brother of Mr. Pan Ding, the Group Managing Director of the Company.

Mr. Pan Dong attended six (6) out of eight (8) Board meetings held in the financial period ended 30 June 2018.

DATO’ SOO SZE CHING & #HH

Executive Director
Male, 42 years old
Malaysian

Dato’ Soo Sze Ching (“Dato’ So0”) was appointed to the Board on 28 October 2016. He holds a Bachelor of Engineering in Civil
Engineering from Swinburne University of Technology. Dato’ Soo is a Civil Engineer by profession and a member of Institute of
Engineers Malaysia.

Dato’ Soo began his construction career as a civil engineer with various construction companies with over 15 years of varied
corporate and management experience. He has in depth exposure in the construction industry. Currently, he is managing a few
companies with interest in construction which has more than few hundred million worth of projects comprising building and
infrastructure works.

Other than managing construction companies, Dato’ Soo also involves in property investments and property development on
joint venture basis. He is a director of Dexview Sdn. Bhd., a subsidiary of Symphony Life Bhd., which is listed on the Main
Market of Bursa Malaysia Securities Berhad.

Dato’ Soo attended six (6) out of eight (8) Board meetings held in the financial period ended 30 June 2018.

LOW YAN SEONG XIJ#E#E

Independent Non-Executive Director
Male, 46 years old
Malaysian

Mr. Low Yan Seong (“Mr. Low”) was appointed to the Board on 11 June 2010. He is the Chairman of the Nominating Committee
and a member of the Audit Committee and Remuneration Committee.

Mr Low qualified as a Fellow of the Association of Chartered Certified Accountants (FCCA) in June 2005. He has extensive
experience in financial management and reporting, financial due diligence and investors relations in various industries. Mr Low
began his professional career with an international accounting firm in Malaysia, and held a position with Deloitte & Touche
(“Deloitte”) Singapore office since 1998. He joined Deloitte’'s Beijing office in 2004 and subsequently joined a public listed
company in Singapore as Chief Financial Officer, before assuming positions in various appointments in The People’s Republic of
China. He was the Chief Financial Officer of China Green Material Technologies, Inc. until October 2012. He then joined a
corporate advisory firm, Capital360 Investment Management Center as Partner.

Mr. Low attended all eight (8) Board meetings held in the financial period ended 30 June 2018.
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SINOTOP HOLDINGS BERHAD (Incorporated in Malaysia)
Company No: 114842 - H

WAN KAMARUL ZAMAN BIN WAN YAACOB

Independent Non-Executive Director
Male, 63 years old
Malaysian

Encik Wan Kamarul Zaman Bin Wan Yaacob (“Encik Wan”) was appointed to the Board on 11 June 2010. He is the Chairman of
the Remuneration Committee and a member of the Audit Committee.

En. Wan holds a LLB (Hons) Degree from the University of London and CLP (Malaya) as well as an M.Sc (A.Econs) and B.Sc.
Degree from Louisiana State University, USA.

He was a banker for more than 20 years and has worked with several financial institutions in Malaysia. During his tenure in the
financial services industry, he was involved in corporate finance and advisory work, corporate banking and loan syndication,
treasury as well as the corporate bonds/sukuks and the private debt securities market. After leaving the financial services
industry, he joined a legal firm, Messrs Abu Talib Shahrom, as Partner.

Encik Wan attended seven (7) out of eight Board meetings held in the financial period ended 30 June 2018.

Notes:

® None of the Directors have been convicted for any offences other than traffic offences within the past 5 years and none of them has any
public sanction or penalty imposed by the relevant regulatory bodies during the financial period.

® Save as disclosed above, none of the Directors have any family relationship with any Director and/or substantial shareholder of the Company.

® None of the Directors have any conflict of interest with the Company.

® Save as disclosed above, none of the Directors sit on the Board of any other public companies and listed issuers.
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SINOTOP HOLDINGS BERHAD (Incorporated in Malaysia)
Company No: 114842 - H

PROFILE OF KEY SENIOR MANAGEMENT

PAN DING &84

Group Managing Director / Executive Director
Male, 53 years old
Citizen of The People’s Republic of China (“China”)

Mr. Pan Ding was appointed to the Board of Top Textile (Suzhou) Co., Ltd. (“Top Textile”) on 13 March 2006 and hold office in
Top Textile since then until to date.

He graduated with a Diploma in Mechanical Manufacturing and Machinery Engineering from Suzhou Vocational University. He is
the co-founder of Be Top Group Limited, the holding company of Top Textile (Suzhou) Co., Ltd. (“Be Top Group”). Top Textile is
a fabric production company based in China. He has over twenty years of experience in the fabric production industry and is
currently responsible for the formulation and execution of the overall business strategies and policies of Be Top Group.

He is the brother of Mr. Pan Dong, a Director of Top Textile.

PAN DONG &XR

Executive Director
Male, 48 years old
Citizen of The People’s Republic of China (“China”)

Mr. Pan Dong was appointed to the Board of Top Textile (Suzhou) Co., Ltd. (“Top Textile”) on 13 March 2006 and hold office in
Top Textile since then until to date.

Mr. Pan Dong graduated with a Diploma in Economics Management from the Continuing Education Institute of Suzhou
University. He is the co-founder of Be Top Group. Prior to the formation of Be Top Group, Mr. Pan Dong has close to twenty
years of experience in the fabric production industry in China. He is currently overseeing Be Top Group’s production operations,
marketing, quality control, public relations and technology, leveraging on his experience in the industry.

He is the brother of Mr. Pan Ding, a Director of Top Textile.

DATO’ SOO SZE CHING & #HH

Executive Director
Male, 42 years old
Malaysian

Dato’ Soo Sze Ching (“Dato’ So0”) was appointed to the Board of Directors of Sinotop Group’s wholly-owned subsidiary,
Gorgeous Goldhill Sdn. Bhd. (“GGSB”) on 26 November 2016.

Dato’ Soo holds a Bachelor of Engineering in Civil Engineering from Swinburne University of Technology. He is a Civil Engineer
by profession and a member of Institute of Engineers Malaysia.

Dato’ Soo began his construction career as a civil engineer with various construction companies with over 15 years of varied
corporate and management experience. He has wide exposure in the construction industry. Currently, he is managing a few
companies with interest in construction which has more than few hundred million worth of projects comprising building and
infrastructure works.

Notes:

® None of the key senior management has been convicted for any offences other than traffic offences within the past 5 years and none of
them has any public sanction or penalty imposed by the relevant regulatory bodies during the financial period.

®  Save as disclosed above, none of the key senior management has any family relationship with any Director and/or substantial shareholder
of the Company.

®  None of the key senior management has any conflict of interest with the Company.

®  Save as disclosed above, none of the key senior management sits on the Board of any other public companies and listed issuers.

Page 6



Annual Report 2018

SINOTOP HOLDINGS BERHAD (Incorporated in Malaysia)
Company No: 114842 - H

CHAIRMAN'S STATEMENT

Dear valued shareholders,

On behalf of the Board of Directors (“Board”) of Sinotop Holdings Berhad (“Sinotop” or “Group”), | am pleased to the Annual
Report and Audited Financial Statements of Sinotop and its subsidiaries (“Group”) for the financial period ended 30 June 2018 .

The Group changed its financial year end from 31 December to 30 June and the current reporting period is the transitional
period for the first set of financial statements that were made up to 30 June.

REVIEW OF OPERATING ENVIRONMENT

The Group Managing Director, Mr Pan Ding will be briefing on updates on the Group’s business performance and review of
operating environment. Mr Pan is the director primarily responsible for formulating the overall strategic direction and plans for
the Group.

CORPORATE GOVERNANCE

On the corporate governance front, it remains as the Board’s main agenda to conform to corporate governance best practices.
The Board concurs that the nurture of culture and these best practices are to be internalized in the Group’s policies and
procedures for thorough compliance. In fact, good corporate governance without compromise is part of the core values of the
Group’s corporate culture.

BOARD SIZE AND COMPOSITION

The Group is currently steered by a Board of Directors which is of an optimal size and mix of talents. There are equal number of
three (3) Executive Directors and three (3) Independent Directors. Apart from its size, the current Board members have a very
good mix of entrepreneurship, industrial and professional background. Hence, the Board is satisfied over its size and
composition and believes that Board members have the essential mix of experience and skills to carry out their fiduciary duties
well.

OTHER CORPORATE GOVERNANCE BEST PRACTICE

The Board practices segregation of duties and power, the roles of Chairman and Group Managing Director are being held by
different individuals. Segregation of these top positions in the Group balances power, and provides an effective check and
balance mechanism within the Board when the respective members are carrying out their fiduciary duties. It is consistent to the
Group’s vow and determination to apply principles of good corporate governance.

WORDS OF APPRECIATION

The Board continues its support and expresses gratitude towards the Executive Directors who had contributed efforts beyond
speech in managing the Group’s business operations.

On behalf of the Board all my fellow Board members, | thank you for all your unwavering support and immense contribution of
ideas that throughout the year in guiding the Group. Lastly, | would like to express our sincere appreciation to all shareholders
and stakeholders for their faithful support and patience.

Yours truly,
Datuk Dr. Ng Bee Ken
Independent Non-Executive Chairman
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SINOTOP HOLDINGS BERHAD (Incorporated in Malaysia)
Company No: 114842 - H

MANAGING DIRECTOR’S STATEMENT ZEHZ kA

Dear esteemed shareholders

IR AR R R AT

I am honoured to present the Managing Director’'s Statement to shareholders of Sinotop Holdings Berhad (“Sinotop”). Sinotop
announced on 29 December 2017 that it changed its financial year end from 31 December to 30 June. For this round, | will be
briefing on the Company’s information for the 18-month financial period ended 30 June 2018

FARZETN TR S ATR AT TR 3 “AF 7 ) WRIRITE R RE R LI « T TETE 2017 42 12 F 29 55
AR SRV BUFE R MRS 12 A 31 Sk 6 H 30 5 NI R I E S ALRARICRIE A SHED % 18/ BIFBUHAYRER

o

RESULTS BRIEFING

For the financial period then ended, the operational sub-subsidiary of Sinotop, Top Textile (Suzhou) Co., Ltd., (“Top Textile”
or “Subsidiary”) recorded sales revenue of RMB328 million (2016-12M : RMB276 million) and profit after tax of RMB848,000
(2016-12M : RMB4.14 million).

NIl 2

B2 2018 4F 6 H 30 HAVIAEHA » THléERE N AR HREFRSSH (T BIRAE ( g ) WHEEEDY 312 2848 Tt AR
M (2016 £ 12 H: 2427621 Jioe AR |, BHEZFINT 84.8 Tt AR ( 2016: 414 T ARM ) ©

Fabric production business remains as Top Textile’s core business operation and | shall move on to brief about the
Company’s overall operational and visionary matters.
FEEMRALAIRIEF= 25 £ 51 - DUN A TR ERRAIEL ST M &AL — MR -

1. COST MANAGEMENT AND SALES STRATEGIES A EH S ERIg

() RAW MATERIALS Bkt

The Company secures its supplies of raw materials from suppliers with good reputations to ensure good quality of
the raw materials with reliable supply at the most favourable price.

{572 RAFAVBENIREENET - LABBERIFADRHGT B2 PRI BENIRE I B BUE R -
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SINOTOP HOLDINGS BERHAD (Incorporated in Malaysia)
Company No: 114842 - H

(i)

(iii)

ENERGY BEIR

Since the Chinese government (“Government”) imposes mandatory requirements regarding the source of procuring
steam for industrial use and the ban on use of coal two years ago, the energy cost element in the total production
overhead has increased significantly and hence vigilant energy costs control has been an important agenda of Top
Textile.

EMBURFAE P A AT 7 1 A A E OO Tk P28 SBE R R AIEE AR R A E RS - 60 AE P RO T Ik, PRI R AR A%
FIREIRRARE TS EE R — -

The Government mandated manufacturers to obtain supply of steam from power plants and a switch from coal to the
use of liquefied natural gas (LPG) on grounds of environmental preservation. Furthermore back then two years ago,
the Company’s main production facility, i.e. its jet-loom machines, have been in use for over 10 years since the
machines were first deployed into production, hence the efficiency of these machines has dropped and maintenance
costs have shot up considerably, increasing the total production overhead of the Company.

BURHLE 9123 e IR S 205 BV 56 LB B2 PR (B R B ERAT SR SR P 7 280 R 6y 12 34
PR EBT S AW AFRT S 10 F » WEREERAEBIRIREARRE ki m A= EF R -

One of the tactics adopted was Top Textile phased out some compact-sized air compressors and replaced them with
an America-made larger capacity and energy efficient compressor in response to the afore-mentioned situations.
This tactic has been effective. Apart from being more energy-efficient than the previous coal-powered compressor,
the new set of compressor is capable of producing sufficient supplies of compressed steam (used in the jet loom
machines). As a result, Top Textile has reduced considerably its reliance on third party suppliers and any possible
price hike that will certainly have unfavourable cost impact on the production overhead. Furthermore, self-sufficiency
of steam supplies also has contributed to least interruption in the production schedule planning, and a greater control
over costs.

FEE P SL Y E o — N RIS KRR 2/ NIIZE RN - B RISEER DR E B2 ENL » REREAE 2Bl & AT
RETIA - [FINH LRI A AT T B BB 2 > RIS FERENS S =5 R 4822 LM R AR - —FPHEA F L
AR SAER HEY o Bboh - AR 28] (B9R) 50 sARIESI LB 24 -

LABOUR COSTS

China government has been devoting unrelenting effort in labour market policy reform. As such, competitive
advantages in terms of costs that China labour market used to enjoy has diminished over the years. Rising labour
costs have turned the factor into China’s competitive disadvantage. China’s one-child policy has been in place for
over 35 years, and has inevitably skewed the age and demographic profiles of its population. Generation born under
the one-child policy has shrunk the country’'s employable labour force. Generally, nowadays younger generation in
the working class is unwilling to work in factories or leave their hometowns to work in faraway places. Apart from the
afore-mentioned, the country is facing ageing issue as well, which exaggerates the labour costs escalation challenge.
WEE P EBUF T FERACDHEE RAE TR » SR sh BCER - Wit > WEFEZF NS EAHERE - DIENAAER
(bR - BT —RRBORITT 78 35 F2A  FRITNNIEHEANCRIBEZSE - B R0ILEHAR )y LAk R
TR A NEEE 2 BIFHIMFT L - BRI » —Ratp NCIZABHY R - SR 0E] T AT RS Bl AR5 -

With the consultation of professional human resource consultants, Top Textile has been providing training courses
and team-building activities for staff. Apart from organizing training courses, Top Textile review its operation
procedures with a view to identify areas of improvement, introduce change / adjustments so as to cut wastages of
materials and production hours to a minimal level, which ultimately has increase the overall productivity.
EATBFRE RN Z LT - FEE R AL 7 THAINGAR > B 2mEF UL - R4 5ElE - WS HHE
HEEREE o AT RE T AR TIERER - 0 BUREAP R ST A BT EE -

Overall, the workers turnover rate at Top Textile remain manageable as Top Textile has been proven being able to
provide job security.
TR RE R AL Ol » 325 01 TR R ETIE AT EREUEA -
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(iv) PRODUCT VALUE CHAIN AND RESEARCH AND DEVELOPMENT

Top Textile has a sizeable number of customers who are export-oriented garment manufacturers. These customers
have stringent requirements and expectation on product specifications, which causes our product value chain to be
more complicated. Nevertheless, high expectation from our customers has turned into a solid proof of our strength,
competitiveness and market positioning. The Company will continue to develop more products at a faster pace to
meet customer requirements and fulfill orders replenishment from existing customers, and eventually market share
expansion.

TR YT AARDRMHOMZNERRT R Wit > W amEEKEE  MEfEiEaER - Fr ez
VKA ENE TSR - TR I EMHEN AT &SRS & i - [ o 2 ol - Pk
KB PO R ERVEEK  IREBIAEE BN > FENtEA SRS S AR EEE -

2.  CONTINUAL ENHANCEMENT OF TOP TEXTILE'S MANAGEMENT INFORMATION SYSTEM (“MIS")
The management of Top Textile reckons that Top Textile’s MIS is an integral part of the Sinotop Group’s control system as
it captures production and other data which eventually will be flowed into the Group’s accounting system and used in
various performance analyses. Hence, the Group has initiated a makeover on upgrading of the MIS in 2012 and had
successfully deployed into application an Enterprise Resource Planning System (“ERP”) at end of year 2014, which is the
commencement of a computerized production management era.
EHEINEFEENEERA ( "RE" ) BUUEERN— RN - BN RS AERA A R EE TSR R A Shin
FTESFEIE DTS I BHHCE A 5HREN - Bt - #6385 7E 2012 FEIHFEAFRIEREASTH - 3 BAE 2014 R
AR AZHMIFRITRZS ( “ERP” ) i T LA E BRI R ©

In 2016, Top Textile engaged a Certified Public Accountants (“CPA") firm, Suzhou Hao Sheng CPA (“Suzhou Hao
Sheng”) and outsourced its internal audit function to the firm. Suzhou Hao Sheng conducted an independent review on
Top Textile’'s MIS from the perspectives of the accounting system and the ERP. In view of the ERP being a remarkable
milestone in the history of Top Textile, the independent review on the MIS of Top Textile is essential in providing
confidence endorsement and confidence of the MIS with regard to its effectiveness, adequacy, and integrity.

SR T IINRESIHNES ( “RE” ) ANEEIHN ) RENEAEES T IHESEERF AT NSRS ERP
FHFEAVARTLEIE - ERP 2t & ey — 1 E2ny B2 > (RILIERENS ERP /R I B NZENT - H 57 THREN R %0
R ~ B R MR S R AL T E O RI9GIE -

After performing their internal audit procedures in the review of Top Textile’s MIS, Suzhou Hao Sheng, in its capacity as
the Group’s internal auditor (“IA"), concluded in the internal audit report that the MIS implemented at Top Textile is
ascertained to be at mid to high rank among the fabric production industry.

SEHINE T AR Bt R (E R ARG HE T L REE T fEAKE.

The IA recommended some enhancement/upgrading to Top Textile’s MIS of higher technology. We concur with the |A that
the recommended system enhancement/upgrading is beneficial to the Group, however, prior to committing in any system
enhancement/upgrading plans, a detailed cost-benefit analysis must be carried out to ensure the upgrading is able to bring
long term benefits to Top Textile’s operations.

SERN T SRR EAGEE - BT  FATARX NS ~ =BT NE R T8EAE  HZ » ER50E - 1271 LF
JEFF 2 RIS T —I0E R B AR G 73 A AR CREE AT R 4 -
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3.

CORPORATE GOVERNANCE &

TRADE RECEIVABLES R7UHER

During the financial period, the level of outstanding trade receivables has reduced substantially as a result of step-up
efforts made by the management in the working capital management of Top Textile.

HEEE I8 HN » FEEHIRYIKEORIERE N - XA BB R 25 R URAZE A ) BT A peR -

Whilst striving for higher sales revenue and market share, the Company remains cautious, prudent and diligent in
managing our portfolio of customers. The Management assures our shareholders that we ensure the Company deals with
customers of high credit-worthiness. We will not compromise any risk of unrecoverable debts for the sake of securing
sales order.

BIEEFEE 33 I EUR S B A TA M > HAEURIARIEIEE - o EHEEA URE A TRIBRI AR A AR -
HiFEmmEsr » AR HEE SN EE N seEFkny X e -

JOINT VENTURE INVESTMENT IN HL PAINTING CO. ( “HAN LING”)

BB - TONEREEARAT ( "B )

In 2015, Top Textile sealed a joint venture investment in Han Ling. To date, the total cost of investment to date is
RMB12.6 million (approximately RM7.686 million) for the Group’s 50% equity interest in Han Ling. The principal business
operations of Han Ling are painting of labels and patterns on the exterior of glass and plastic bottles and jars for
packaging of cosmetic/skin care as well as other consumer products. Since the commencement of trial production run at
end of 2015 and continual calibration and commissioning of production lines, Han Ling operated at round-the-clock full
capacity production starting from 2017. For the 18-month financial period ended 30 June 2018, Han Ling’s revenue is
RMB 11.79 million, and have started to accrue some profits which contributes to the earnings of the Group.

B E 2015 FRieS AT 1260 HrT ARM (L9551 768.6 /1) WEESFRFAR S0%HIRAT - R 1 T8 250
FEERMR I BORADRSS - TR ESSHEE - #5T 2015 FEAEMUERAER > SFEMERR G FrERK
T 2017 FFIEA R KRIEBIE - B2 2018 4 6 H 30 5 » #iRHVEHEDTY 1179 T ARM - WEE5 & - FHENERZE
Wt B DTHR -

PROJECT MANAGEMENT SERVICES AND INFRASTRUCTURE CONSTRUCTION

TEREENERERISY

The group has diversified its business to include project management services and infrastructure construction business
through its wholly-owned subsidiary, Gorgeous Goldhill Sdn. Bhd. (“GGSB") helmed by Dato’ Soo Sze Ching. GGSB has
started to contribute to the earnings of the Group.

Tl e A SR 5T 1442 =] > Gorgeous Goldhill Sdn. Bhd. ( “GGSB” ) -~ BB MHYEE S5 hfE 2] TR EEAEAE Bl
%5 - GGSB 2 HEE MR FTEM » BRI ETERER TR - CENVERRIGETT RTTER -
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6.

UPDATES ON THE ECONOMIC AND INDUSTRIAL ENVIRONMENT £57KHIE R

Currently, China government is advocating wrenching measures in supply side structural reform, to shift the economy’s
growth drivers from large-scale investments and export-oriented manufacturing sector to a more sustainable domestic
consumption-based and service sector growth model. The supply-side structural reform on one hand is aimed at
managing the adverse impact from the global economic slowdown on the China economy, whilst on the other hand, it is a
bridge to introduce the concept of economy new normal (which indicates that stellar growth rates in the past three
decades will not be replicated indefinitely into the future).

HAT P EBT ERRAES LA MIZERG SR S ERVE TR RIS EREE AR BTN AN AR 1 S R Y& R i
FERITHRE AN TFRIE L SRVETHEE — 7 EE SRR AP TSR I HE L= m OFROR T - 55— Z SR
S EZ TR RS -

As world major manufacturer, the China manufacturing sector is currently facing the following situation:

TE TS E B pdn O > B o Ef Sl A S HY B AR T

()  Shrinkage in the global demand ;
Kﬁﬁ?i&’%*ﬂ’\j}jﬁéﬁ :

(i)  Significant spike in the labour costs resulting in erosion of competitiveness ; and

I TIRARIRE TS RE R TTRIE K

(i) Compulsory switch from the use of coal to LPG imposed by the government on grounds of environmental
preservation (this has directly impacted the production overheads and profit margin of Top Textile).
BURFIZERRESNBAOR » #e—2Dom L AR S P AU SR B IR » Rl HE = T B AR R AR » R T
FIE

The management is putting in effort to improve the profitability of the Group, in this turbulent situation especially for
conventional human-intensive industries. Inherently, garments and fabric household products are consumer goods with
relatively higher elasticity of demand.

EHBEWIEBIARNGE » YRR I H A TS ARIHIE A B A S s i S A B F 2 =
LB SR G R — LR e T

OUTLOOK EB¥

As the China economy enters the age of new normal, growth rates in the near future is believed to be comparatively lower,
coupled with the high base effect of stellar growth rates achieved in the past. China economic growth is expected to
normalize into a more stable pace at more sustainable rates. However, even if the economy is not doing well, this labour-
intensive industry will not be phased out as it is the backbone of one of the basic necessities that cannot be done away.
PEZ T KEBEAFES - EEEESNAVEHTZ T - SRS R B ABIEIT % - RMP LTI — D550
TR T AR = AFTER © FHEOH - BIEREAFTRHEEE - 40 RR HEE ALIRTR - K& FE 172
EHHYET -

In the downturn, the management adopts a strategy of being innovative to differentiate from competitors. Research and
development of new products remains a core activity to increase business volumes. Below are the factors that support our
stance that the fabric manufacturing industry remains relevant:

FELATRARAIZEM ST - B ERAUT GBS DUERE B AL R T A BT t, B s 5 242 £ 076 5D -

(i) Stable political climate in China and various efforts are devoted towards the structural reforms of the China economy
to stimulate growth of service sector and domestic demand. Domestic market demand is targeted as the major
growth factor in the China GDP, which aimed at increasing the consumer groups and purchasing power of its people;
HEEGTIRE BUMTRHELZ T 2o BB LARISAR S TN R, AR T E LBV G GDP R+
FHEF, N oh R EDHBEHA, TURPHB RS K
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(ii)

(iii)

(iv)

The quality of living continues to improve as a result of various social programmes initiated by the Chinese
government (“Government”), such as urbanization programmes aimed at improving the well-being of people, and
hence the demand for goods ;

BUHEh S IR A TR N RIVAETE ST BRI - #EMRIHE K,

Government'’s supportive stance towards manufacturing sector ; and

BURFR ISR S L 08K - B

Gargantuan domestic consumption market for basic necessities and fabric products from China’s 1.4 billion
populations. Domestic market will be the core factor that supports market share.

HERET 14 (Z NCHIBEAH B EHE R R RIEAT K RGP Y - SENE TSRS EE FIZENAE - 458
ST -

Although the overall manufacturing industry in China has yet to recover from adverse effects of external factors in terms of
global demand contraction, we believe the market will eventually back to a healthy level, gradually.

RUE PIEE ARG MR 2 M Z AR S NERZR 0 (KT ZE R UERE) KE - BESHRNENZT
MIARREE R HETT -

Lastly, | would like to express my sincere gratitude to our shareholders for their patience and support. Together with my
Management Team, we continue to work relentlessly to manage the business operations of Sinotop Group.

BfE > PR BARNEI SR R A ORI RS | FRATIRAY F A A RE e R TR o BT SR AT 55

Pan Ding % i
Group Managing Director £ # %425
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MANAGEMENT DISCUSSION AND ANALYSIS

The following Management Discussion and Analysis is a review on the Company and the Group and shall be read in conjunction
with the audited financial statements.

BACKGROUND

Sinotop Holdings Berhad (“Sinotop” or “Company” or “Group”) was incorporated on 15 February 1984. The Company is listed

on the Main Market of Bursa Malaysia Securites Berhad (“Bursa Securities”). The Company has two wholly-owned subsidiaries,

namely,

i) Be Top Group Limited, an investment holding company that in turn holds the entire equity interest in Top Textile (Suzhou)
Co., Ltd, a company that involves in the production and sale of loom-state fabrics in China; and

i)  Gorgeous Goldhill Sdn. Bhd., a company that principally involves in the business of project management services and
infrastructure construction.

PRINCIPAL BUSINESS OPERATIONS OF THE GROUP
The principal business operations of the Group are as follows:

Subsidiary Principal Business Activities

1) Top Textile (Suzhou) Co., Ltd. Investment holding, production of customized woven loom-state fabrics made
(“Top Textile”) from cotton, synthetic and mixed yarn

2) Be Top Group Limited Investment holding

3) (Ggregg%u? Goldhill Sdn. Bhd. Project management services and infrastructure construction

Top Textile has a corporate culture of achieving excellence, as demonstrated by the motto it has chosen “An Excellent Enterprise
Establish and Ideal Platform”. Top Textile remains relevant in the fabric production industry by being innovative in its products
(through product differentiation strategy) and maintaining a high standard of product quality. It is Top Textile’s priority to be never
slack off in the face of technology because Top Textile believes that only with technical innovation quality of products will be
guaranteed. With unrelenting efforts, Top Textile has built a solid record of good reputation among its customers that have
enabled the business to sustain proudly despite operating in a relatively tough environment of weak demand. It is through
consistently delivering products of good quality, Top Textile is able to retain its market share.

FINANCIAL PERFORMANCE REVIEW
REVENUE

The breakdown of the Group’s revenue for financial period/year ended 30 June 2018 and 31 December 2016, respectively, is
tabulated below:

EXHIBIT 1 REVENUE
FINANCIAL PERIOD/YEAR
ENDED VARIANCE
GEOGRAPHICAL CLASSIFICATION 30.6. 2018 31.12.2016
RM’000 RM’000 RM’000 %
China 196,249 154,848 41,401 27
Outside China 21,257 17,305 3,952 23
217,506 172,153 45,343
BUSINESS SEGMENT
Fabric production 206,611 171,889 34,722 20
Project management services and
infrastructure construction 10,883 255 10,628 4,168
Investment holding 12 9 3 33
217,506 172,153 45,343

* Commenced operations in 2016 after receiving a Letter of Award from Asianmax Corporation Sdn. Bhd. on 1 September 2016
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The Group registered revenue of RM217 million compared to RM172 million. The main reason for the increase in revenue is
attributable to increase in sales volume and average order price generated from the domestic market, contribution from the
project management services and infrastructure construction business division.

In overall, there has not been any change in the sales and marketing direction of the Group with regard to the percentage mix on
domestic and export markets.

OPERATING SEGMENTS REVIEW

The Group’s revenue is primarily generated from its major business operations in China through a sub-subsidiary, namely Top
Textile. On this basis, we classified the Group’s business operations into two (2) major segments, namely generated in and
outside of China (please refer to Exhibit 1 above).

INVESTMENT IN A JOINT VENTURE

The Group has a 50% equity interest in a joint venture, namely HL Painting Co. (“Han Ling”). The principal business activity of
Han Ling is the packaging of plastic and glass made product, involving printing of logos, product information and decorative
patterns according to customer requirements. Han Ling commenced its trial production run in December 2015 and subsequently
embarked into full production in 2016. Commencing from 2017, Han Ling is on track to operate on a full production capacity in a
round the clock 24-7 mode. In 2017, a new production line has been commissioned to cater for influx of orders that Han Ling
management anticipates in the years to come, on ground that the previous production lines have not been able to cope with
increased sales orders secured by Han Ling.

For the financial period ended 30 June 2018, the Group’s share of loss for the 18-month period is RMB944,000 (RM593,000)
compared to the Group’s share of Han Ling’s results is a net loss of RMB1,788,000 (RM1,113,000) for the financial year ended
31 December 2016. In fact, for the first 6 months in 2018, Han Ling made a minor profit of RMB688,000 (RM433,000).
Management of Han Ling is confident that Han Ling will begin its era as a profit-making company commencing from the financial
year ended 30 June 2019. The reason for a net loss reported by Han Ling for the 18-month financial period is that the company
is still offsetting the start-up losses that it accumulated in the earlier years of 2015 and 2016.

In respect of calendar year 2018, the management of Han Ling projected the sales revenue of Han Ling will likely to surpass
RMB14 million, on the back of sales order that it has secured, or, either in the progress of negotiating /finalizing on the terms of
contracts, and the 6-month results recorded.

The average exchange rate used in the translation of the above financial information is RMB1 : RM0.6290.

LIQUIDITY POSITIONS REVIEW

From the perspective of financial position, the Group’s liquidity remains healthy, cash and cash equivalents balances as at end of
financial period/year 2018 and 2016 are RM36.3 million and RM70.7 million respectively. The cash flows were generated from
the Group’s operating activities.

CAPITAL EXPENDITURE REQUIREMENTS, CAPITAL STRUCTURE AND CAPITAL RESOURCES

i) Capital Expenditure Requirements

The Group’s capital requirements for its fabric production segment remain minimal in the current financial period while the
project management services segment does not require investment in capital expenditure.

ii)  Capital Structure
The Group does not have any plan to alter its capital structure as at the date of this Annual Report.

iiiy Capital Resources
Capital resource of the Group is from internally-generated funds.
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UPDATES ON THE COMPLETED CORPORATE EXERCISE AND NEW DEVELOPMENT OF CORPORATE
SCENE

Pursuant to the corporate exercises that involve capital reduction and repayment, share consolidation and diversification of
business, completed on 13 April 2017, the Company has seen its wholly-owned subsidiary, Gorgeous Goldhill Sdn. Bhd.
(“GGSB”) has seen some encouraging income accretive potential that contributed to the earnings of the Group.

SIGNING OF A BINDING TERM SHEET WITH DATO’ SOO SZE CHING (*DATO’ SOQ")

On 20 April 2018, the Company entered into a binding term sheet with Dato’ Soo to explore and negotiate further on a proposed
acquisition by Sinotop of at least 60% equity interest and/or up to the entire equity interest in Asianmax Corporation Sdn. Bhd.
(“ACSB”) from Dato’ Soo and/or such other shareholder(s) of ACSB to be procured by Dato’ Soo for an indicative total purchase
consideration of up to RM165.00 million for the entire stake.

SIGNIFICANT FACTORS THAT AFFECT THE GROUP'S PRINCIPAL BUSINESS SEGMENTS AND
MITIGATION MEASURES

The operating activities of the Group are likely to be affected by the following risk factors:

FABRIC PRODUCTION (“FP”) BUSINESS
i) General economic performance

Under good economic conditions, the Group will have higher demand over its fabric products and hence better earnings
potential accrued to the Group. Demand over the Group’s fabric products is affected by the overall consumer demand of
clothing and other fabric household products.

The Group mitigates risk of falling sales under general weak economic condition by being innovative in the design, be
accommodative to customer’s specification of its fabric products and stay focused in our core areas of competitive
advantage.

ii)  Foreign currency risk
The Group is exposed to foreign currency risk on transaction and balances that are denominated in currencies other than
the Group’s functional currency, i.e. Renminbi. Fluctuations in foreign exchange rates will result in the Group being exposed
to foreign currency risks as it exports to Middle Eastern and the United States markets. In addition, the Group also has
deposits that are denominated in foreign currencies. The currencies that give rise to such foreign exchange risks are
primarily the US Dollar, Renminbi and Hong Kong Dollar. The Group mitigates foreign currency risk by practicing close
monitoring of the movement on foreign exchange rates.

iii) Credit risk
The Group’s business operations are exposed to credit risk, i.e. the risk of counterparties defaulting, arises from credit
sales of its fabric products. The Group manages its exposure to credit risk through the application of appropriate credit
approval, setting of credit limits based on the respective profile of customers and monitoring procedures on an ongoing
basis.

iv) Liquidity risk
Liquidity risk arises from the Group’s cash flows generating from operating and funding activities. In this aspect, the Group

is prudent to ensure the liquidity risk is well-contained at an acceptable level by prudently maintaining a sufficient level of
cash balances and adequate working capital to meet financial obligations when they fall due.

v)  Quality, cost and supply of raw materials

The FP segment faces the possibility of stability of quality level, price spikes of and shortage in supply of yarns, being the
major raw materials in this segment. The Group manages the risk of price hikes by maintaining a relatively strong
negotiation power and ability to pass the additional cost to their customers. With regard to the stability of quality level and
supply of raw materials, the Group mitigates this risk factor by retaining reliable suppliers.
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PROJECT MANAGEMENT SERVICES AND INFRASTRUCTURE CONSTRUCTION (“PMIC")
The Group’s PMIC segment will likely be affected by the following risk factors:

i)

i)

ii)

Business risks

The PMIC segment will be exposed to inherent business risks associated to the construction industry, amongst others,
global and regional economic downturn that result in lesser construction project kick-offs, occurrence of force majeure
events such as adverse weather conditions and natural disasters that may prolong the construction period.

The Group seeks to mitigate these risks by close monitoring of these risk factors and careful planning.

Operational risks

Prior to embarking on the PMIC business, the Group was primarily operating its fabric production business in China, and
the PMIC is an entirely new business ventured into by the Group, hence, there is a certain degree of operational risks from
this new venture.

The Group mitigates any possible adverse consequences in the operations of the PMIC business by appointing an
Executive Director, Dato’ Soo, who is an experienced entrepreneur and civil engineer by profession, to helm the segment.
The vast exposure of Dato* Soo in this segment will definitely be the primary success factor in steering the Group to sall
smoothly in the PMIC business segment.

Dependence on key personnel

The Group depends solely on Dato’ Soo, the Executive Director managing the PMIC business segment. Apart from
retaining the key management personnel, the Group recognizes the need to procure and train more suitably qualified
talents to manage the PMIC business segment.

Competition risks

PMIC business segment that the Group ventured into has competition risks with other more established companies that
operate in the same industry. However, having Dato’ Soo as the Executive Director has largely mitigated this risk as the
depth of Dato’ Soo’s exposure in construction industry has brought us confidence.

COMMENTARY ON PROSPECT OF THE GROUP’S BUSINESS SEGMENTS

i)

Fabric production (“FP”) segment

The FP segment helmed by the Group Managing Director and Executive Director is in an industry supported by
fundamentals of one of the human basic necessities. Hence, although the FP segment is now going through a tough market
phase, the Executive Directors who are responsible for its operations management represented the segment will remain
relevant on the back of the afore-mentioned fundamental reason.

The fabric production segment has an Enterprise Resource Planning (“ERP”) System that manages its production
resources. Back in 2012, the idea of establishing the ERP was conceptualized by the Group MD and Executive Director
responsible for the operations management of the fabric production segment. The ERP was planned and established as a
mainstream fabric production process-oriented system developed and supported by Huansi Intelligent Technology Inc
(“Huansi”).

Currently, Huansi is the only China information system company that covers the entire value chain in the fabric
manufacturing industry. It is also the largest information system company that concentrates on the configuration of MIS for
manufacturers in the fabric manufacturing industry in China. With a responsible management team supported by a reliable
and reasonably well-developed ERP system, the Group believes that the FP segment is in good hands.
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i)  Project management services and infrastructure construction segment
The PMIC segment was established with the view to enhance the earnings base of the Group. Prior to embarking on this
segment, the Group has made a great deal of efforts in identifying its potential, from the earnings contribution perspective
and the way paved for venturing into the infrastructure construction related business.

The Malaysian government is supportive of infrastructure construction following the kick-off of the 11" Malaysia Plan in
2016. In general, the construction section will be a major catalyst of other economic sectors as construction activities utilize
approximately 96 products of other sectors whilst employing 9.3% of the national workforce. Hence the construction sector
remains capable to assume its role as an expeditious and effective economic driver, particularly during times of economic
slowdown.

However, there is a note of caution that under the administration of the current government, contracts are being proactively
reviewed and hence more time will be needed to have a clearer visibility of the near to medium term outlook of the
construction sector. Otherwise, on the back of the positive factors mentioned, the long term outlook of the PMIC segment
has the potential of achieving reasonably healthy growth.

CONCLUSION
The management looks forward to a brighter prospect for the Group.
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GROUP FINANCIAL HIGHLIGHTS

FINANCIAL PERIOD/YEAR ENDED June 2018* Dec 2016 Dec 2015 Dec 2014 Dec 2013
Revenue (RM’000) 217,506 172,153 185,629 159,841 172,358
Profit Before Taxation (RM'000) 2,590 4,264 4,010 4,087 3,574
After Taxation - Attributable to
equity holders of the Company (RM'000) 122 2,033 2,083 2,749 2,068
Earnings per share (sen) 0.02 0.10 0.11 0.14 0.10
Net asset (RM’000) 182,251 223,474 226,801 190,682 180,377
Net asset per share (sen) 46.15 11.32 11.49 9.66 9.14

KEY RATIOS
Return on equity * 0.07% 0.91% 0.92% 1.44% 1.15%
Return on assets © 0.06% 0.87% 0.87% 1.35% 1.08%
Debt to equity » n.a. n.a. n.a. n.a. n.a.

* 18-month statistics pursuant to the change of financial year end from 31 December 2017 to 30 June 2018 and thereafter on
30 June in the ensuing years.

# Based on Net Profit attributable to Equity Holders expressed as a percentage of Total Equity attributable to Equity Holders
@ Based on Net Profit attributable to Equity Holders expressed as a percentage of Total Assets
N Based on Total Borrowings expressed as a percentage of Total Equity attributable to Equity Holders
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SUSTAINABILITY STATEMENT

PREFACE

The Sustainability Statement as prescribed in the Corporate Governance Guide 2017 released by Bursa Malaysia Berhad,
paragraph 29, Part A of Appendix 9C and Practice Note 9 is a narration of the Group’s management of material economic,
environmental and social risk and opportunities.

The following are the three (3) main categories of sustainability assessment that the Group have evaluated on:-

A) Economic sustainability
B) Environmental sustainability
C) Social sustainability

A) IDENTIFIED KEY SUSTAINABILITY ASPECTS

Sustainability Aspect Identified Issues

1) Economic sustainability = Skilled & experienced labour shortage

= Competition from fabric producers based in Vietnam & Cambodia

= Energy costs escalation (mandatory switch of usage from coal to
natural gas in production process)

= Intermittent power rationing during period of high electricity
consumption

= Diversification into the project management services and
infrastructure construction business

= Procurement of new projects (project management services and
infrastructure construction business)

2) Environment sustainability = Industrial waste (including waste water) management

3) Social sustainability =  Work safety
= Use of environment-friendly materials in production process
= Workers welfare schemes

The Group counter the challenges by taking the following sustainability challenges faced by
ECONOMIC SUSTAINABILITY

Sustainability Issues Measures taken to counter these issues

a) Fabric production business operated under sub-subsidiary in China, Top Textile (Suzhou) Co., Ltd

Skilled & experienced labour shortage = Top Textile is diligently engaging in skilled workforce retention by
providing these workers a stable employment opportunity with higher
pay and bonus in accordance with performance.

Competition from fabric producers based = Fabric producers based in Vietham and Cambodia enjoy the
in Vietnam and Cambodia competitive advantage of relatively lower labour costs and more
import orders from the United States of America (“US”) being shifted
from China to Vietnam and Cambodia as a result of the US-China
trade war.
= Top Textile’s substantial sales are contributed by domestic market
instead of export sales. It responds to the US-China trade war by
exploring more business collaboration with domestic customers.
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ECONOMIC SUSTAINABILITY (CONT’D)

Sustainability Issues Measures taken to counter these issues

Energy costs escalation = The China government has mandated the cease of coal usage in
the boiler used to generate steam for supply to the production
process. Liquefied natural gas (“LPG”) is used a substitute of coal.

In view of this, Top Textile has phased out a compact-sized
compressor using boiler and replaced it with a larger capacity
American-made compressor to supply steam required for used in
the company’s jet loom machines in the production of fabric. The
higher costs of using LPG has partially been offset by the benefits
of lower reliance on third party steam supplier and has made the
production schedules face less disruption.

Intermittent power rationing during period = Being a leader in the local entrepreneur that contributes to creating

of high electricity consumption employment opportunities and promoting the economic well-being
of Wujiang City, the local government has rewarded Top Textile by
imposing less frequent power rationing schedule, which happens
more often in summer where the consumption of electricity is high
due to hot weather.

b) Project management services and infrastructure construction business operated under a wholly-owned
subsidiary in Malaysia, Gorgeous Goldhill Sdn. Bhd.

Diversification into project management = The management has foresight over the compelling need to

services and infrastructure construction strengthen the Group’s earnings visibility and hence have embarked

business (“Business Diversification”) into the Business Diversification, with the objective to have more
income-generating sources.

Over the period, the project management and infrastructure
construction related business division has seen some positive
income accretive potential, under the leadership of Dato’ Soo, the
executive director who is the principal steer of managing this
business division.

Procurement of new projects = This division is helmed by Dato’ Soo who is a well-known seasoned
entrepreneur in the construction industry. Under the leadership of
Dato’ Soo, the risk of being unable to procure contracts for new
projects are reduced considerably.

ENVIRONMENT SUSTAINABILITY

Industrial waste (including waste water) = Industrial wastes (which may contain harmful chemical residues)

management from fabric production process that requires careful management as
any contamination of land or the sewerage water system may result
in hefty fine or even suspension/retract of business licence. The
China government places high emphasis on issues that relate to
environment protection.

In view of the responsibilty of strict adherence to waste
management compliance requirement, Top Textile invested in a
waste water treatment and disposal system (“System”) that has
passed the stringent assessment of and endorse by the relevant
government authority. Maintenance is performed from time to time to
ensure satisfactory functioning of the System, not only to comply to
the environmental law enforceable in China, but more importantly to
ensure the continuity of business operation of Top Textile.
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SOCIAL SUSTAINABILITY
Sustainability Issues Measures taken to counter these issues

Work safety = Top Textile is a manufacturing-based company which majority of its
workers are based at the production floor. As such, work safety at
the production floor is one of the emphases that the management
places high weightage on.

Top Textile implemented a work safety management system that
originates from a commonly adopted 5S principles in production
process, where it is a culture that enables and promotes efficient
production by being focused and organised, which are also
important principles that ensure work safety.

Use of environment-friendly materials in = Top Textile has since long changed the conventional process of

production process sizing yarn using Polyvinyl Alcohol (PVA), and have refrained using
PVA in its production process. PVA is commonly used in textile
industry as a sizing agent on warp sizing and unfortunately is a
cause of water pollution. In this manner, Top Textile contributes its
share of effort towards the protection of environment.

Workers welfare schemes = Top Textile provides accommodation (adjacent to the factory) and
meal options for workers (mainly to cater for outstation workers) at
subsidized rates. The objective is based on humanity principle that
the basic needs of accommodation and meals are well take care of
to entice them into a longer term employment with Top Textile and
hence maintain a more stable labour turnover.

Top Textile organizes training programmes that enhance the core
skills required in a more efficient production with a view to improve
productivity and simultaneously reduce downtime./wastages of
materials.

Ensuing from the implementation of a tailored-commission
Enterprise Resource Planning (“ERP”) system, many workers who
were previously computer illiterate / change-resistant have seen a
very encouraging scenario (change in mindset), in overall, that not
only these workers are now able to handle computerised systems,
effortlessly, vis-a-vis to manual systems used previously, they are
also able to utilize reports generated by the ERP system to improve
operational efficiency.

The Group has outlined a Corporate Social Responsibility (‘CSR”) Policy adopted by the Board, which are subject to review
from time to time to adapt to the prevailing situation and keep up with current development. The CSR policy can be found at
the Company’s website at www.sinotop.com.my.
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CORPORATE GOVERNANCE OVERVIEW STATEMENT

The Board of Directors (“Board”) of Sinotop Holdings Berhad (“Company” or “Sinotop”) reckons the importance of good
corporate governance practices which is a fundamental responsibility as a listed company. Good corporate governance is
instrumental in preserving stakeholders’ interests and enhancing shareholders’ value. The Board is aware of and strives to
incorporate values of recommended corporate governance practices in the Company and its subsidiaries (“Group”).

Pursuant to the coming into force of the Corporate Governance Guide 2017 (Third Edition) (“CG Guide 2017") released by Bursa
Malaysia Berhad in December 2017 and the Malaysian Code on Corporate Governance 2017 (“MCCG 2017”) which superceded
the earlier versions, the Board has taken steps to review and ensure compliance to the principles stipulated in both CG Guide
2017 and MCCG 2017. Accordingly, the Board is pleased to report on the corporate governance (“CG”) practices required in CG
Guide 2017 and MCCG 2017 and practiced by the Group during the financial period ended 30 June 2018.

In addition to this Corporate Governance Overview Statement (“Statement”), the Company has also completed a Corporate
Governance Report that has been submitted together with this Annual Report (collectively referred to as "Reports”) on the
website of Bursa Malaysia Securities Berhad (“Bursa Securities”). The Statement is also accessible on the investor relation
page of the Company’s website, www.sinotop.com.my.

PRINCIPLE A: BOARD LEADERSHIP AND EFFECTIVENESS

1. BOARD RESPONSIBILITIES

A) PRINCIPAL FUNCTIONS AND RESPONSIBILITIES OF THE BOARD
The Board is responsible for the overall financial performance and delivery of results of the Group. The Board has
fiduciary duties and duty to exercise reasonable care, skills and diligence to various stakeholders of the Company. The
Board’s principal functions and responsibilities are guided by principles set out in the Board Charter, of which the gist is
as follows, amongst others:-

= Formulation of the Group’s strategic goals, review and approval of strategic proposals/plans tabled to the Board,
and ensure appropriate allocation of resources to implement and monitor the strategic plans approved for the
Group. The Board sets the strategic directions and long term targets of the Group, and it assumes the steering,
supervision and monitoring roles over the strategic direction that the Group intends to head towards in long term;

= Oversee the conduct and performance of the management in implementing the strategic proposals;

= Oversee the management of the Group’s business in terms of financial and operational performance to ensure
the Group’s businesses have been properly managed;

] Approval of revision of business strategies in line with the prevailing internal and external environment;

- Ensures integrity of the Group’s financial information;

] Identify key risks factors that have significant impact on the Group’s operations and performance;

] Establishment of a sound and effective risk management and internal control system to mitigate negative impact
of the risks so identified;

] Review of adequacy and the integrity of the Group’s risk management & internal control and management
information systems.

" Assessment of business and/or investment opportunities to enhance the Group’s financial performance;

" Review of succession planning, including appointment of senior management; and

" Develop and implement investor relations programme or shareholder communications policy.

The Company’s Board Charter which was last reviewed by the Board on 10 October 2018 is available for review at the
Company’s website at www.sinotop.com.my.
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B)

BOARD COMMITTEES

Board committees are established to assist the Board in the oversight of various aspects of the Company, including but
not limited to financial, talent management of directors and senior management and remuneration of executive
directors. There are three (3) Board Committees, which are Audit Committee (“AC”), Nominating Committee (“NC”")
and Remuneration Committee (“RC").

These Committees have been granted with full authority to investigate any matter within their scope of responsibility
and to obtain satisfactory information as it may requires from directors and/or employees of the Group. In the event
where independent professional advice are needed to discharge their duties, the Committees are entitled to engage
external professionals and/or consultants at the cost of the Group after due consultation with the Board.

The Committees shall discharge their duties within their respective terms of reference and recommend to the Board for
approval. The functions, roles and responsibilities of the AC are presented in the Audit Committee Report while other
Committees’ roles and responsibilities are detailed in this Statement.

i) NOMINATING COMMITTEE
The NC is delegated with the responsibility of talent management for the Group. NC comprise solely of
independent non-executive directors.

CHAIRMAN

Low Yan Seong Independent Non-Executive Director
MEMBER

Datuk Dr. Ng Bee Ken Independent Non-Executive Chairman

The NC's principal responsibilities are as follows:

Recommend the nomination of Board members and senior management;

Consideration over candidates recommended by the Group Managing Director (“Group MD") to be
appointed as Board members or senior management;

Recommend to the Board, directors to be elected as members of Board Committees;

Identify, evaluate and recommend candidates for appointment as Company Secretary;

Review annually the term of office and performance of the Audit Committee and each of its members;
Assess annually the effectiveness of the Board as a whole, the Board committees and the contribution of
each director and thereafter, table the results to the Board;

Review annually the required mix of skills and experience and other qualities, including core competencies
which non-executive directors should bring to the Board and thereafter, make recommendation to the Board;
provide a documented, formal and transparent procedure for the appointment of Directors and Board
Committee Members;

recommend the nomination of a person or persons for directorship to be filled by shareholders or the Board;
consider, in making its recommendations, candidates for directorships proposed by the Executive Directors
and, within the bounds of practicability, by any other senior executive or any director or shareholder;
recommend to the Board, directors to be appointed to the Board Committees;

bring to the Board’s attention results of NC annual review and recommend the Board on the next course of
actions;

assess the performance of each director, the Board and Board Committees; and

review the Group’s keyman succession plan and report to the Board.
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>

NOMINATION POLICY

The key role of the NC is to assist the Board to identify and assess suitability of candidates to be appointed
as Board members.

A formal nomination policy has been drawn up by the Company to assist the NC in the nomination criteria
and process. The Company’s directors nomination policy set out essential criteria of candidates for
vacancy(ies) in the Board, and the process and procedures for directors nomination. The nomination policy
can be found at the Company’s website at www.sinotop.com.my.

In carrying out these duties, members of the NC have been identified as having respectable exposure in the
corporate world, hence, they are well-versed with the essential qualities that any Board member must
possess to maintain an effective Board.

PROCESS AND PROCEDURE OF DIRECTOR/(S) NOMINATION

BOARD ASSESSMENT

The Board assesses its composition and the adequacy of members’ exposure / knowledge in meeting the
stewardship needs and decides whether there is any need and urgency to expand its size.

REQUIRED PROFILE AND LIST OF COMPETENCIES OF CANDIDATES

The NC will table the list of preferred attributes of Board members, such as profile, competencies, industry
exposure, professional qualification and employment background for Board confirmation.

COMMENCEMENT OF SEARCH

The NC, through various channels, will commence the search for and invite suitable candidates to submit
their resume. The channels that the NC can utilize include fellow Board members’ / business associates’
recommendation, trade association, professional bodies listing and professional headhunters.

SELECTION AND SHORTLISTING

The NC will select and shortlist candidates based on the attributes that the Board is seeking. Matters that
will be considered other than core competencies would be possible conflict of interest, commitment of time
and factors that may lead to compromise of independence in discharging the duties as directors of a public
listed company.

INTERVIEW

Interview will be arranged for the shortlisted candidates.

VERIFICATION OF BACKGROUND

The NC will perform verification checking on the candidates’ declared background and profile with
references provided by the candidate.

NOMINATION OF THE FINALISED CANDIDATE AND BOARD APPROVAL

NC will nominate the finalized candidate that best suits the position and recommend to the Board for
approval.
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C)

FORMAL APPOINTMENT AND MANDATORY ACCREDITATION PROGRAMME (“MAP”)

Formal appointment letter, registration with the Companies Commission of Malaysia as well as
announcement to Bursa Securities will be made. All newly appointed directors of a listed company must
attend the MAP within four months from the formal appointment date, pursuant to provisions in paragraph
15.08 of the Main Market Listing Requirements (“MMLR") and Practice Note 5 issued by Bursa Securities.

The NC supports recommendation in MCCG 2017 on gender diversity in Board composition and adopted a
gender diversity policy. The Group will place emphasis on suitability of candidates for directorship and
senior management posts, rather than purely selecting based on any specific gender preference, so as to
consider the appointment of lady director(s) or senior management staff when there are suitable candidates.
Nevertheless, the Group upholds the spirit of appointing directors to serve the Board based on merits and
experience of the candidates without bias on race, age or gender. The same spirit applies when employing
senior management staff of the Group.

» SUMMARY OF ACTIVITIES OF THE NC
Below are activities of the NC during the financial period ended 30 June 2018:

= Review of the mix of skill and experience and other qualities of the Board;

= Assessment of the effectiveness of the Board as a whole, the Board committees and the Directors;
= Annual assessment of the independence and performance of Independent Directors; and

= Discussion of the Company'’s Directors’ retirement by rotation.

During the financial period, the NC has carried out an annual assessment on the independence of the independent
directors. The criteria used in the assessment are based on requirements and definition in MMLR. Assessment has
also been carried out on aspects as to whether the independent directors are able to express objective and
independent views on issues raised for deliberation and decision-making at Board and Board Committee levels.

The NC has received confirmation letters from the independent directors confirming their independence and the
exercise of independent judgment and that they have been able to act impatrtially in the best interest of the Company.

Based on the following points, the NC reported to the Board that to the best of its knowledge, all the independent
directors were free from influence that could have affected their ability and willingness to exercise impartial
professional judgment in deliberation of issues:

= All independent directors fulfilled the definition of independent director as set out in MMLR;

] All the independent directors has given a written confirmation to the Board confirming their independence;

] All independent directors had acted independently free from the management and had no business relationship
with the Company, its subsidiaries and joint venture.

BOARD MEETINGS
Board meetings are avenue for Board members to gather and deliberate on strategic, compliance, risk management
and internal control issues relating to the Group. The Board meets up once every quarter for these purposes, and to be
updated on strategic plans from management. There were eight (8) Board meetings held during the financial period
ended 30 June 2018.

The summary of attendance of each Director is as follows:

Directors Number of Meetings Attended
1. Datuk Dr. Ng Bee Ken 718
2. Pan Ding 8/8
3. Pan Dong 6/8
4. Dato’ Soo Sze Ching 6/8
5. Low Yan Seong 8/8
6. Wan Kamarul Zaman Bin Wan Yaacob 7/8
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D)

ACCESS TO AND SUPPLY OF INFORMATION BY BOARD MEMBERS

The Board meets at least four (4) times a year to deliberate on strategic, control and risk management issues. Senior
management of the Group, who are responsible in determining the strategic direction of the Group will table business
plans (e.g. diversification) to the Board. The Board will then examine business plans tabled and evaluate these plans
from perspective such as the congruence of goals (of strategic plans and the Group’s), alignment of the Group’s
strategic direction vis-a-vis direction of business plans proposed by executive directors (who are managers of the
Group’s businesses).

Under exceptional situation, the Board meets at appropriate times when circumstances warrant the call for meetings.
All Directors are furnished with board papers that contain information of the agenda to be tabled at Board or Board
Committee meetings. The Board/meeting papers will provide information relating to issues to be deliberated by the
directors.

The Board invites senior management staff and auditors, when necessary, to attend Board meetings to furnish
clarifications on issues that may be raised by the Directors on issues tabled to them. The Board has direct access to
senior management staff to obtain complete.

BOARD INDEPENDENCE AND EFFECTIVENESS
Board independence is essential in promoting Board effectiveness as an effective Board needs adequate check and
balance mechanism to assess strategic plans tabled by executive directors to the Board.

i) BOARD INDEPENDENCE
The roles of Independent Non-Executive Chairman and Group MD are held by separate individuals, with clear
division of responsibilities and authorities. The Board is made up of three (3) executive and three (3) independent
non-executive directors, respectively, to uphold its independence and effectiveness. Appointment of independent
non-executive directors to the Board is a major check and balance mechanism in place to assess strategic
directions of executive directors. It is a mechanism to ensure effective functioning of the Board.

i) BOARD EFFECTIVENESS
The presence of independent non-executive directors on Board ensures effectiveness of the Board as a whole.
Below is narration of ways that Board effectiveness is achieved:

» THROUGH THE PRESENCE OF INDEPENDENT DIRECTORS
Independent directors play the following roles in fulfilling their responsibilities to achieve Board
effectiveness:

a) Evaluate and assess business strategies tabled to the Board;
b)  Advise the Board on issues from an objective angle; and
c) Provide constructive feedback to the Board.

The Company’s independent directors are professionals in their own right with respectable business
exposures, which the Board values and acknowledges that it has benefited greatly from advices and
feedback it receives.

» LEADERSHIP ROLE OF THE INDEPENDENT NON-EXECUTIVE CHAIRMAN
Chairman of the Group plays the primary role of leading the Board in discharging its fiduciary duties. The
Chairman has a leadership role in the Board and Board meetings, therefore this position requires an
individual with insights over the corporate matters as well as grasp over the industries the Group is
operating in. Chairman of the Board ensures Board meeting agenda are carried through accordingly so that
issues are updated to Board members, adequately deliberated and properly addressed to.

In addition to assuming a steering role in Board meetings, the Chairman also serves as the bridge between
the Board and management of the Company or its subsidiaries, external advisors and the external auditors.
During annual general meetings, Chairman of the Group will also assume the role of communication
between shareholders and the Company.
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ii)

>

SEPERATION OF POWER

Currently, Sinotop Board is led by a seasoned practicing lawyer with exposure in the corporate arena. The
positions of Chairman and Group MD of the Group are held by two separate directors. Chairman of the
Group is an independent non-executive director.

The segregation of the roles ensures balance of power and authority. The Chairman is responsible for the
orderly conduct of the Board while the Group MD is responsible in ensuring the effective and efficient
running of the Group’s business and daily operations, as well as implementation of the Board’s decisions.
Segregation of positions (Chairman vis-a-vis Group MD) complies with the recommended best practice in
the MCCG 2017.

INDEPENDENCE OF NON-EXECUTIVE DIRECTORS

The Independent Directors fulfil the criteria of independence as set out in the MMLR. The Board adopts a
policy on annual assessment of independent directors and has undertaken an assessment of
independence of the three (3) independent directors for the financial period ended 30 June 2018. The
criteria used in assessing the independence of the independent directors are based on definition in MMLR,
as well as whether they are able to provide objective and independent views on issues deliberated at Board
and Board Committee levels. The Board has received written confirmation of independence from the
respective independent directors.

NON-EXECUTIVE DIRECTORS’ TENURE OF SERVICE

Under the MCCG 2017, service tenure of an independent director which exceeds a cumulative term of nine (9)
years (“Term”) upon completion of term, the re-election of such an independent director is subject to the annual
approval by shareholders.

MCCG 2017 provides that after the Term, the independent director may continue to serve on the Board subject

to:
a)
b)

the director’s re-designation as a non-independent director; or
approval granted by shareholders in a general meeting for the independent director to be re-elected/re-
appointed and continue to serve on the Board.
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iv)

v)

Vi)

RE- APPOINTMENT OF A LONG SERVICE INDEPENDENT DIRECTOR

Datuk Dr. Ng Bee Ken (“Datuk Dr. Ng”), the Independent Non-Executive Chairman who is also Chairman of the
Audit Committee and a member of both Nominating and Remuneration Committees, was appointed to the Board
on 27 January 2006 and has served the Company for a cumulative term of twelve (12) years.

The Board has reviewed and opined that Datuk Dr. Ng shall continue to serve the Board of the Company as
Independent Non-Executive Chairman (Board and the Audit Committee). Through assessment of independence
and regular engagement with Datuk Dr. Ng, the Board is of the view that the length of Datuk Dr. Ng’s service on
the Board does not in any way jeopardize the exercise of his independent judgement and capability to act in the
best interest of the Company.

In view of the above, the Group is desirable for Datuk Dr. Ng to be retained as an independent director of the
Company and as recommended under Recommendation 4.3 of the MCCG 2017, the Company will proceed to
seek shareholders’ approval to support the Board's decision to retain Datuk Dr. Ng as the Independent Non-
Executive Chairman of the Company based on the following justifications:

a) Datuk Dr. Ng fulfils the criteria under the definition of Independent Director as stated in the MMLR;

b) Datuk Dr. Ng's stewardship of the Board has brought an element of objectivity to the Board;

c) Datuk Dr. Ng being a seasoned law practitioner has accumulated vast diverse corporate exposure and
therefore would be able to provide constructive viewpoints objectively, which definitely is advantageous to
the Group and its shareholders;

d) Datuk Dr. Ng's independence has not in any circumstance been jeopardized; due care was exercised
during his tenure of service; and

e) Datuk Dr. Ng had not entered into any related party transactions with the Group and has no conflict of
interest with the Group.

POLICIES
Company policies set by the management will be tabled to the Board for review, deliberation and approval as to
its appropriateness. After these policies were granted initial approval for coming into force, there will be reviews
being carried out from time to time to ensure its relevance to the prevailing market conditions of the Group’s
businesses, corporate governance requirements as well as adequacy in management of risk factors faced by the
Company.

COMPANY SECRETARY

The roles of Company Secretary (“CS”) have evolved to encompass the advisory role on compliance to and new
development of corporate governance matters, in addition to keeping of statutory records and minutes of meeting
(Board and Board committees) and filing of mandatory return. The Company and the Board is supported by a
well-qualified joint-Company Secretary.

Principally, CS plays the following roles, of which the list is not exhaustive:

L] Recording of minutes of Board and Board committees meetings;

] Maintaining and updating of statutory books, registers, meeting minutes and records of the Company;

] Ensure all Board meetings are properly convened, and that accurate and proper records of the proceedings
and resolutions passed are recorded;

L] Ensure that any change in the Group’s statutory information should be duly completed in the relevant
prescribed forms and lodged with the Registrar of Companies within the required period of time;

L] Updating and explaining to the Board on corporate governance requirements and the actual practices that
meet the compliance requirements; and

] Advising the Board/Board committees on the requirements to issue announcements to Bursa Securities
pertaining to compliance to or deviation from listing requirements, corporate developments and/or
transactions that entail mandatory public announcements.
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2.

BOARD COMPOSITION

INTRODUCTION

The Company is helmed by a Board comprising members of different background, including seasoned entrepreneurs,
professional civil engineer, corporate law practitioners, corporate finance professional with accounting and auditing
exposure. The Board presently comprises three (3) executive directors and three (3) independent non-executive directors,
which complies to the MCCG 2017 recommendation that at least half of the Board comprises independent directors.

BOARD MEMBERS
During the financial period ended 30 June 2018, the Board consists of six (6) Directors, namely:

Director Designation

Datuk Dr. Ng Bee Ken Independent Non-Executive Chairman

Pan Ding Group Managing Director / Executive Director
Pan Dong Executive Director

Dato’ Soo Sze Ching Executive Director

Low Yan Seong Independent Non-Executive Director

Wan Kamarul Zaman Bin Wan Yaacob Independent Non-Executive Director

The Board opines that the current composition of Board members is of a balanced mix of professional background and
industrial experience, of which the size is optimum too. Profile of the Board members is as set out on pages 3 to 5 of this
Annual Report.

A)

B)

ANNUAL ASSESSMENT OF BOARD MEMBERS (SELF EVALUATION) AND ASSESSMENT ON PERFORMANCE
OF BOARD COMMITTEES

During the financial period ended 30 June 2018, Directors of the Company performed self-evaluation and assessment
on the performance of Board Committees.

The objectives of the self-evaluation of Directors are

= assessment on the overall understanding as a Director of a listed company and initiate improvement of Board
effectiveness ;

] assessment on the contribution of views, insights when carrying out the fiduciary duties as Director of a listed
company, either in individual capacity or collectively as a Board; and

] assessment on the level of participation and commitment as Board members.

The Board is satisfied over the self-evaluation of Board members that due care has been exercised while Board
members were carrying out their fiduciary duties.

In addition, MCCG 2017 recommends that the Board shall undertake annual assessment of the independence of its
independent directors. In line with this recommendation, the Board has outlined a policy to facilitate procedures for the
annual independence assessment of the Group’s Independent Directors.

The assessment on independent directors for the current financial period ended 30 June 2018 has been duly
completed.

DIRECTORS’ APPOINTMENT AND RE-ELECTION

In accordance with the provisions of the Constitution of the Company, Directors who are appointed during the period
are required to retire at the Annual General Meeting following his appointment. One-third of the directors for the time
being or, if their number is not three or a multiple of three, then the number nearest to one-third shall retire from office
provided always that an election of Directors shall take place each year and that all directors shall retire from office
once at least in every three years. All directors who retire from office shall be eligible for re-election.
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C) DIRECTORS' TRAINING
MMLR requires that directors of listed companies are to keep themselves abreast of the relevant development on
corporate governance and industrial knowledge that relate to the Group. Prior to their appointment, all directors have
undergone the prerequisite requirement of attending the Mandatory Accreditation Programme (MAP) pursuant to
requirement of Bursa Securities.

i)  ANNUAL TRAINING REQUIREMENTS
The Board has empowered the directors to determine their own training requirements as they may deem fit and
necessary to broaden their exposure in the relevant subject matters that are appropriate to contribute to the
Group’s success. The following are training courses attended by the directors during the financial period ended
30 June 2018:-

Datuk Dr. Ng Bee Ken = Sun Tzu Art of Management and Leadership
= 18" China (Guangzhou) International Spring Industry
Exhibition

= Updates on Applicable Amendments of Malaysian
Financial Reporting Standards and International Financial
Reporting Standards

= Updates on Applicable Amendments of MMLR, MCCG
and Companies Act 2016

Pan Ding = Seminar on the Current Economy and Financial Trend
= Seminar on Promoting the Listing of Companies in
Suzhou City

= Educational Training Course on Visionary Beliefs

= Seminar on Occupational Safety for Management Level
Staff

= Seminar on the Strategic Development of Wujiang Rural
Commercial Bank

Pan Dong = Seminar on the Current Economy and Financial Trend
= Seminar on Occupational Safety for Management Level

Staff

Dato’ Soo Sze Ching = Director's Mandatory Accreditation Programme

Low Yan Seong = Building Retirement Fund Through Stocks and ETFs
Investing

Wan Kamarul Zaman Bin Wan Yaacob = International Professional Practices Framework for Audit
Committee

=  AMLA, Market Misconduct, Chinese Wall and Prevention
= Sun Tzu’s Art of War for Traders and Investors

D) GENDER DIVERSITY POLICY AND TARGET
The Company supports the notion that the Board should see some diversity not only on professional specialization of
directors and senior management but also their gender. The Company reckons that female directors and senior
management will be given an equitable chance if their qualification and professional skills meet the requirements of
the Company.
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3.

REMUNERATION

A)

DIRECTORS’ REMUNERATION POLICY AND PROCEDURE

The group has drawn up a policy on remuneration of the executive and non-executive directors (collectively known as
“Directors”). The remuneration policy is drawn up to provide a proper, systematic and documented set of procedures
as guidelines for the RC in determining the remuneration packages of Directors.

RC recognizes that for an effective talent management, there is a need to be fair in rewarding the Directors in order to
attract, retain and motivate the talents. RC’s role is to set remuneration levels which ensure that the Directors are fairly

and adequately rewarded for their performance of roles and duties.

The RC comprises the following members, all of whom are independent directors:

CHAIRMAN

Wan Kamarul Zaman Bin Wan Yaacob Independent Non-Executive Director
MEMBERS

Datuk Dr. Ng Bee Ken Independent Non-Executive Chairman
Low Yan Seong Independent Non-Executive Director

i) FACTORS TO DETERMINE THE REMUNERATION OF DIRECTORS
»  Scope of responsibilities of Directors in accordance with their roles assumed in the Group and/or Company
and the degree of complexity of these duties;
Expertise, professional/industrial background of Directors;
Management experience of Directors;
Availability of similar talents as prospective candidates for directorship;
Performance and contribution of the Directors towards achievement of the Group/Company;
Market rates of Directors’ salary/fees; and
Market practices of other benefits such as payment of allowances, bonuses and benefits-in-kind.

YV VYV V VYV

i)  REMUNERATION STRUCTURE OF DIRECTORS

» REMUNERATION OF EXECUTIVE DIRECTORS
a) All executive directors (“ED”) are paid a fixed basic salary that commensurate with their expertise,
professional/industrial background that have entailed their appointment as Directors; and
b) All EDs are entitled to and will be paid meeting allowances for their attendance in meetings of the
Board and/or Board Committees

The EDs shall abstain themselves from the deliberation and voting on of his remuneration packages, but
may attend the meeting of the RC by invitation.

» REMUNERATION OF NON-EXECUTIVE DIRECTORS
a) Non-Executive Directors (“Non-ED”) are paid a fixed amount of director’s fee, without participation in
any long term provident plans or pension schemes. The quantum of fee is varied between a more
senior Non-ED who also assumes the role as Chairman of the Board, and other ordinary Non-EDs
who sit in the Board of the Company.
b)  All Non-EDs are entitled to and will be paid meeting allowances for their attendance in meetings of the
Board and/or Board Committees.

The remuneration of Non-EDs is determined by the Board as a whole, based on recommendation tabled to
the Board by RC. Similarly, the Non-ED concerned shall abstain from discussion of his remuneration
package.

The Board may review this policy from time to time to ensure its relevance to the prevailing conditions and
circumstances.
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B) DISCLOSURE ON DIRECTORS' REMUNERATION
The remuneration received by Directors for the 18-month financial period ended 30 June 2018 is tabulated as follows:-
Received from the Group

Executive Directors Salaries & Allowances Defined Total
Bonus Contribution
RM RM RM RM
Pan Ding 187,228 8,000 7,939 203,167
Pan Dong 187,228 6,000 7,939 201,167
Dato’ Soo Sze Ching 540,000 1,243 64,800 606,043
914,456 15,243 80,678 1,010,377
Independent Non-Executive Directors Fee Allowances Defined Total
Contribution
RM RM RM RM
Datuk Dr. Ng Bee Ken 90,000 7,000 - 97,000
Low Yan Seong 54,000 8,000 - 62,000
Wan Kamarul Zaman 54,000 7,000 - 61,000
198,000 22,000 - 220,000
Grand total 1,112,456 37,243 80,678 1,230,377
Received from the Company
Executive Directors Salaries & Allowances Defined Total
Bonus Contribution
RM RM RM RM
Pan Ding - - - -
Pan Dong - - - -
Dato’ Soo Sze Ching - - - -
Independent Non-Executive Directors Fee Allowances Defllneq Total
Contribution
RM RM RM RM
Datuk Dr. Ng Bee Ken 90,000 7,000 - 97,000
Low Yan Seong 54,000 8,000 - 62,000
Wan Kamarul Zaman 54,000 7,000 - 61,000
198,000 22,000 - 220,000
Grand total 198,000 22,000 - 220,000
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C) REMUNERATION OF TOP MANAGEMENT

Received from the Group

Salaries & Allowances Defined Total
Bonus / Contribution
RM RM RM RM
Pan Ding, Group Managing Director 187,228 8,000 7,939 203,167
Pan Dong, Executive Director 187,228 6,000 7,939 201,167
Dato’ Soo Sze Ching, Executive Director 540,000 1,243 64,800 606,043
914,456 15,243 80,678 1,010,377
Received from the Company
Fee Allowances Defined Total
Contribution
RM RM RM RM
Pan Ding, Group Managing Director - - - -
Pan Dong, Executive Director - - - -
Dato’ Soo Sze Ching, Executive Director - - - -
Grand total 914,456 15,243 80,678 1,010,377

PRINCIPLE B: EFFECTIVE AUDIT AND RISK MANAGEMENT

AUDIT COMMITTEE

The Audit Committee (“AC”) is responsible in assisting the Board to review the adequacy and integrity of the Group’s
financial reporting, risk management and internal control systems. The AC reviews all financial statements before
recommending the Board for approval. The detailed roles, functions and responsibilities of the Audit Committee can be
found on the Terms of Reference on the Company’s website www.sinotop.com.my.

RISK MANAGEMENT AND INTERNAL CONTROL FRAMEWORK

The Board acknowledges it is crucial for the Group to maintain a sound system of risk management and internal control
(“RMIC"), which is capable of providing reasonable assurance that the Group’s assets and shareholders’ investments in the
Group are safeguarded. Nonetheless, due its inherent nature, the Group’s RMIC system can only provide reasonable but
not absolute assurance against material misstatements, fraud or wilful circumvention of rules and procedures.

In recognition of the importance of having in place a structured and organised approach to identify and manage
appropriately risk factors affecting the Company, a risk management and internal control framework has been established
to set out principles of the Company'’s risk identification and management culture, which provide input of its internal control
system.

A Statement on Risk Management and Internal Control of the Company is set out on pages 44 to 47 of this Annual Report.
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PRINCIPLE C: INTEGRITY IN CORPORATE REPORTING AND MEANINGFUL RELATIONSHIP WITH STAKEHOLDERS

1. INTERGRITY IN CORPORATE REPORTING
Corporate reporting of the Company primarily comprises of financial results reporting, compliance-related reporting and
corporate activities reporting.

A)

B)

C)

D)

FINANCIAL REPORTING

The Company presents quarterly public financial announcements in accordance with the MMLR. The Board is
assisted by the Audit Committee in ensuring quality and timely release of financial reports. The Board is responsible to
ensure that the financial statements conform to the applicable rules, regulations and accounting standards issued by
the Malaysian Accounting Standards Board.

COMPLIANCE-RELATED REPORTING

Compliance-related reporting mainly concerns matters like announcement on book closure date, entittement date and
status updates on non-compliance to the public shareholding spread that requires at least 25% of the Company’s
shares must be held by public.

CORPORATE ACTIVITIES REPORTING
Corporate activities reporting relate to announcement of plans and progress status updates on corporate exercises of
the Company.

REGULATORY REQUIREMENTS AND INTERNAL POLICY ON DISCLOSURE

i) MAIN MARKET LISTING REQUIREMENTS (“MMLR")
MMLR requires that listed companies have obligations to make continuing disclosures on the following:
»  Immediate disclosure of material information;
»  Clarification, confirmation or denial of rumours;
»  Unusual market activities; and
»  Quarterly disclosures of financial results and annual audited financial reports.

i)  MCCG 2017
Under the guidelines of MCCG 2017, there are various recommendations on best practices of corporate
governance the Group has duly adopted.

iil CORPORATE DISCLOSURE POLICY (“CD")
The Group has outlined a Corporate Disclosure Policy as guidance apart from reference to the MMLR,
Companies Act 2016 and other relevant laws and regulations in providing transparent, timely and coherent
disclosures of information to the investing public.

> EXTRACT OF CORPORATE DISCLOSURE (“CD") POLICY
The Group has drawn up a formal corporate disclosure policy that is aimed at providing a structured and
clear set of guidelines based on the regulatory disclosure requirements on the disclosure obligations of a
listed company.

a) OBJECTIVES
The CD policy is a commitment that the Company adheres strictly to the disclosure obligations. It is
one of the internal guidelines in place to ensure disclosures obligations are adhered to in a proper and
timely manner in practicing good corporate governance.

It also serves to bridge the communication gap between the Company and its shareholders and the
investing public at large, as well as all other groups of stakeholders.
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b)

c)

d)

e)

9)

h)

)

k)

SCOPE OF APPLICATION

This CD policy applies to all directors, management, officers and employees of the Company and its
subsidiaries. This policy aims at providing awareness and a clear direction to the Board, management,
officers and employees on the Company’s disclosure obligations, requirements and responsibilities of
relevant persons.

OVERSIGHT BY THE BOARD

Ultimately, the Board is responsible for the adherence to disclosure requirements under the applicable
laws, regulations and rules. Hence, disclosure of all material information shall only be made after the
Board has resolved to make such announcement and/or disclosure of material information.

BASIS FOR DISCLOSURE

Disclosure of information will be made when the management have assessed it and determined that

the information and/or its implication is material. Material information is defined as any information

about the Company and its subsidiaries which are reasonably believed to have material impact on

its :-

»  share price and/or market activities over its shares

»  the decision of a holder of securities of the Company or an investor in determining his choice of
action

JUDGEMENTAL DECISION REGARDING MATERIALITY

Materiality is a subjective matter. The Company will take the appropriate approach in assessing and
deciding the materiality of the event and its likely impact on the Company’s share price and trading
activities in its shares. Based on the available information, the Board, with due consultation with our
Company Secretary, will be able to decide whether these events are material information as defined in
the MMLR and hence the requirement to make immediate announcement.

The Company will make immediate announcement to Bursa Securities the events that are material in
nature and those as set out in the Paragraph 9.19 in the MMLR when criteria of the events warrant
such immediate announcement.

METHODS OF DISCLOSURE
Immediate announcements will be made to Bursa Securities on material information that warrants the
immediate disclosure based on the Chapter 9 of MMLR requirements

CONSISTENCY
The Company shall be consistent in applying methodology and approaches in deciding the materiality
level of events

WITHHOLDING OF INFORMATION

Material information will be temporarily withheld and kept confidential should the immediate disclosure
of such information is detrimental to the interests of the Company. The Board of Sinotop shall decide
on the appropriate timing for disclosure of such material information after appropriate assessment.

FACTUAL DISCLOSURE
The Company shall only make factual disclosure.

PROMPT DISCLOSURE
The Company will promptly disclose unfavourable information, applying the similar consistency
principle on the disclosure of favourable information.

AUTHORISED SPOKESPERSON OF THE GROUP
The Company’s authorized spokesperson would be the Chairman, Group Managing Director /
Executive Director and any designates that such authorized spokesperson may appoint.
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1) RECORDS MAINTENANCE
The Company will maintain a copy of the announcement and other forms of disclosure of information
in our database. Such announcement and other disclosure materials will also be made available for
public access on the Company’s corporate website for a reasonable period of time.

2. MEANINGFUL RELATIONSHIP WITH SHAREHOLDERS AND STAKEHOLDERS
Listed below are the channels that the Company uses to promote and enhance shareholders and/or stakeholders
communication. In fact, the Group communicates with all stakeholders via the similar channels (except dissemination of
annual reports according to the record of depository).The Group has outlined a policy on communication as guidelines to
handle relationship with various stakeholders and some in particular with shareholders.

The Company has also established a Statement on Shareholders’ Rights which clearly spelt out the de-facto rights of
shareholders. Salient terms of the said statement are made available for review at the Company's website at
www.sinotop.com.my.

A) CHANNELS OF COMMUNICATION WITH SHAREHOLDERS
The Group utilizes the following communication channels to engage with stakeholders and/or shareholders:-

i)  ANNOUNCEMENT MADE ON BURSA SECURITIES WEBSITE
The Group releases periodical announcements on Bursa Securities website, which the public, shareholders and
other stakeholders can easily access these reports on computers, iPad and smart phones. The Company’s
corporate website will also be updated with these announcements.

i) DISSEMINATION OF INFORMATION ON THE COMPANY’S WEBSITE
Other than periodical and ad-hoc announcements, the Group also discloses essential information on its website
www.sinotop.com.my. Certain corporate policies and Board Charter are uploaded on the corporate website for
access by the investing public and other interested parties. Shareholders and the public could register for the
Company’s news alert at the website in order to receive the Company’s newly posted news and announcements
via email.

i) DISTRIBUTION OF ANNUAL REPORTS TO SHAREHOLDERS
The Group publishes annual reports for distribution to shareholders within the stipulated timeframe prior to
holding of Annual General Meetings. Electronic version of the full report (contained in a CD) and the printed
abridged version are disseminated to shareholders via ordinary postal service at their registered address in
accordance with details in the shareholders register.

The annual report contains essential information of the Group, including the audited financial report, corporate
governance statement, updates on the Group’s risk management and internal control system and report from the
Audit Committee, amongst all. By referring to the annual reports, shareholders are updated on the Group’s
financials and corporate development.

3. CONDUCT OF GENERAL MEETING

General meeting (“GM") is the principal forum for dialogue and interaction with the shareholders of the Company. GM can
be called on an annual basis, which is the annual general meeting or on an ad-hoc basis, which is an extraordinary general
meeting for the purpose of tabling important corporate proposals for poll voting decision making by entitled shareholders.
All members of the Board will be present at the general meetings. The Board values feedback from and interaction with
shareholders. Shareholders are encouraged to attend and participate actively in reciprocal ways with the Board and
management of the Company, at general meetings. Question and answer session open to all shareholders present at the
general meetings.
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OTHERS
1.

ACCOUNTABILITY AND AUDIT

A)

B)

ACCOUNTABILITY GUIDED BY THE CODE OF BUSINESS CONDUCT

i)

ii)

OVERVIEW

A formal Code of Business Conduct (“CBC") has been established and mandated for adherence by staff of the
Group at all levels. The objective of the CBC is to have a clearly documented set of guidelines pertaining to
directives from the Board pertaining to values and spirits of ethical practices that are expected to be observed at
all levels, from Board members to operational staff. The CBC is the written guidelines for the setting of the
Group’s ethical culture that are to be embedded as part of the Group’s culture in in own ecosystem.

When dealing with situations where there is potential conflict of interests, all directors and employees are
expected to act in good faith for the best interest of the Group at all times. Salient terms of Code of Business
Conduct are made available on the Company’s website at www.sinotop.com.my.

The CBC is subject to review from time to time to adapt to changes in the internal and external environment,
including but not limited to amendments in rules, laws and regulations applicable to the Group and it was last
reviewed on 10 October 2018.

GIST OF THE CBC
»  Core values of the Group

Dealing with conflicts of interest

Definition of related parties and related parties transactions
Compliance to applicable law, regulations and rules
Confidentiality of information

Environment, health and safety

Discrimination and harassment

Group assets

Resignation and termination of employment
Whistle-blowing policy

Communication and implementation of the CBC

YVVVYVYVYVVYVYVYVYVYYVY

BOARD’'S COMMITEMENT TOWARDS PRACTICING GOOD CORPORATE GOVERNANCE
The Board is mindful over the practice and cultivation of a culture of observing and practicing corporate
governance best practices.

FINANCIAL REPORTING

ANNOUNCEMENT OF FINANCIAL RESULTS

The Company make quarterly announcement of financial results in accordance with the provisions in MMLR. The
Board is assisted by the AC in ensuring quality and timely release of financial reports. The Board, collectively, is
responsible to ensure that the financial statements conform to the applicable rules, regulations and accounting
standards issued by the Malaysian Accounting Standards Board.

The Audit Committee goes through the financial reports and recommends to the Board as to its appropriateness for
release to the general investing public and regulatory bodies. All announcements are tabled to the Board for approval
prior to their official release. Every effort is taken to ensure that the announcements present a balanced and
understandable assessment of the Group’s position and prospects.
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C) AUDIT
RELATIONSHIP WITH THE EXTERNAL AUDITORS

»  THROUGH AUDIT COMMITTEE
The Board maintains a transparent and formal relationship with the external auditors through the Audit
Committee. The Audit Committee meets with the external auditors at least twice a year without the presence of
the executive directors and management for feedback of matters regarding the management.

»  ASSESSMENT OF THE EXTERNAL AUDITORS

The Company has put in place the policies and procedures to assess the suitability and independence of
external auditors. The AC at its meeting held on 10 October 2018 undertook an annual assessment of the
suitability and independence of the external auditors in accordance with the Board’s Policy and Procedure on
Evaluation of External Auditors. In its assessment, the AC considered several factors, which included adequacy
of experience and resources of the firm and the professional staff assigned to the audit, independence of Crowe
Malaysia and the level of non-audit services to be rendered by Crowe Malaysia to the Company for the financial
period ended 30 June 2018. The Board is satisfied with their performance, technical competency and audit
independence as well as fulfilment of criteria as set out in the Company’s Policy and Procedure.

2.  RESPONSIBILITY STATEMENT BY THE BOARD
In the course of preparing the annual financial statements of the Group and the Company, the Directors are collectively
responsible in ensuring that these financial statements are drawn up in accordance with the requirements of the applicable
Approved Accounting Standards in Malaysia, the provisions in Companies Act 2016 and the MMLR.

It is the responsibility of the Directors to ensure that the financial reporting of the Group and the Company present a true
and fair view of the state of affairs of the Group and the Company as of the end of the financial year/period (where
applicable) and the results and cash flows for the year/period then ended.

The Directors have applied the appropriate and relevant accounting policies on a consistent basis and made judgments and
estimates that are reasonable and fair in preparing the financial statements of the Group and the Company. The financial
statements are prepared on going concern basis and the Directors have ensured that proper accounting records are kept
S0 as to enable the preparation of the financial statements with reasonable accuracy.

The Directors have also taken the necessary steps to ensure that a reasonably reliable control system (“System”) is in
place for the assets of the Group and the Company to be properly safeguarded. The System is designed with the objectives
for the prevention and detection of fraud and other irregularities. Nevertheless, the System, by its inherent nature, can only
provide reasonable but not absolute assurance against material misstatements, loss and fraud.

The Statement by Directors pursuant to Section 251(2) of the Companies Act 2016 is set out in page 53 of this Annual
Report.

ADDITIONAL COMPLIANCE INFORMATION

AUDIT FEE
The amount of audit fee incurred by the Company and on group basis during the financial period ended 30 June 2018 are
RM140,000 and RM270,000.

NON AUDIT FEE
There amount of non-audit fee incurred by the Company and on group basis during the financial period ended 30
June 2018 is RM73,000.

VARIATION OF RESULTS
Not applicable.

Page 39



Annual Report 2018

SINOTOP HOLDINGS BERHAD (Incorporated in Malaysia)
Company No: 114842 - H

MATERIAL CONTRACTS

The Company had on 20 April 2018 entered into a binding term sheet with Dato’ Soo Sze Ching (“Dato’ So0”) to explore and
negotiate further with Dato’ Soo on a proposed acquisition by Sinotop of at least 60% equity interest and/or up to the entire
equity interest in Asianmax Corporation Sdn. Bhd. (“ACSB”) from Dato’ Soo and/or such other shareholder(s) of ACSB to be
procured by Dato’ Soo for an indicative total purchase consideration of up to RM165.00 million for the entire stake.

RECURRENT RELATED PARTY TRANSACTIONS

The following is a significant related party transaction that the Group entered into during the financial period:

The Group rendered project management services amounted to RM248,000 (2016 : RM255,000) to Asianmax Corporation Sdn.
Bhd., in which one of the Executive Directors of the Company, Dato’ Soo is a substantial shareholder.

COMPLIANCE WITH PRINCIPLES AND RECOMMENDATIONS OF MCCG 2017
The Company complies with the Principles and Best Practices of the MCCG 2017. The Board will endeavor to improve and
enhance the procedures from time to time.
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AUDIT COMMITTEE REPORT

1) COMPOSITION
As at the date of this Annual Report, the Audit Committee (“Committee”) comprised the following members:

CHAIRMAN

Datuk Dr. Ng Bee Ken Independent Non-Executive Chairman
MEMBERS

Low Yan Seong Independent Non-Executive Director
Wan Kamarul Zaman Bin Wan Yaacob Independent Non-Executive Director

2) MEETINGS

Eight (8) meetings were held during the financial period ended 30 June 2018. The summary of attendance of each
member is as follows:

Members Number of Meetings Attended
Datuk Dr. Ng Bee Ken 7/8
Low Yan Seong 8/8
Wan Kamarul Zaman Bin Wan Yaacob 7/8

The Group Managing Director, executive directors and certain senior management staff were invited to attend the
Committee’s meetings. The external auditors also attended the meetings by invitation to brief the Committee the nature
and scope of their audit as well as presenting to the Committee the audit planning memorandum and audit review reports
as well as their results on the evaluation of the system of internal controls.

The Committee had conducted two (2) private discussion sessions with the external auditors, without the presence of
Executive Directors and management staff, during the financial period ended 30 June 2018.

3) TERMS OF REFERENCE
The Committee had discharged its function and carried out its duties as set out in its Terms of Reference. During the
financial period, the Terms of Reference of the Committee was enhanced to be in line with the changes made to MMLR
on strengthening the role of the Committee when reviewing financial statements.

The Terms of Reference is accessible through the Company’s website at www.sinotop.com.my.
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4)

5)

SUMMARY OF WORK DONE BY THE COMMITTEE
The following works had been carried out by the Committee during the financial period ended 30 June 2018 in
discharging its functions and duties:

i) Reviewed the quarterly unaudited financial results and related announcements and recommended the same to the
Board of Directors (“Board”) for consideration and approval;

i) Reviewed and approved the Group’s financial statements for the financial year ended 31 December 2016;

iii) Reviewed and approved the audit plan and scope of work presented by the external auditors for the statutory audit
of the Group’s financial statements for the financial period ended 30 June 2018;

iv) Conducted two (2) private discussion sessions with the external auditors, without the presence of Executive
Directors and management, in February 2017 and May 2018;

V) Reviewed the Internal Audit Report prepared by the internal auditors;

Vi) Reviewed the Statement on Risk Management and Internal Control before recommending to the Board for
approval for insertion into the Company’s Annual Report;

vii) Reviewed on the benefits to the Group of a change in financial year end from 31 December to 30 June;
viii)  Reviewed the annual audited financial statements of the Group with the external auditors prior to the presentation
to the Board for approval. The review focused particularly on changes of accounting policy, significant matters

highlighted including financial reporting issues, significant and unusual events / transactions and how these
matters are addressed and compliance with applicable approved accounting standards in Malaysia;

ix) Reviewed on quarterly basis, the summary of related party transactions and confirming that there was none being
undertaken by the Group during the financial period ended 30 June 2018;

X) Reviewed on quarterly basis, the trade receivables and ageing analysis of the Group;

Xi) Reported to the Board on matters discussed and addressed at meetings of the Committee;

Xii) Reviewed and discussed with the external auditors on significant issues noted in the course of their audit of the
Group; and

xii)  Reviewed and recommended to the Board the re-appointment of external auditors and their audit fees.

SUMMARY OF WORK OF THE INTERNAL AUDIT FUNCTION

The Group recognizes the valuable review provided by internal auditors in assisting the Committee to ascertain the
integrity and adequacy of the risk management and internal control (“RMIC”) system, and currently in operation at the
Group. The internal auditors are directed by the Board to report directly to the Committee on results of annual internal
audit review carried out on the Group’s RMIC system and the findings. The Committee has been made understood that
any internal audit review provides a reasonable assurance but not absolute guarantee over the integrity and proper
functioning of the Group’s RMIC system.

During the financial period, with the recommendation of the Committee, the Board has outsourced the internal audit
function of the Group to a certified public accountants (“CPA”) firm namely Suzhou Hao Sheng Certified Public
Accountants (“IA”), which based in Suzhou City, Jiangsu Province of the People’s Republic of China. This is the second
term internal audit review that Messrs Suzhou Hao Sheng has been appointed by the Group.

In respect of the current cycle of internal audit, the 1A performed a review on the work safety topic of Top Textile (Suzhou)
Co., Ltd's (“Top Textile”) production and its implementation. The IA reported that Top Textile’s work safety management
is divided into three stages, namely,

»  The initial application of work safety (measures) based on 5S principles;

»  Strengthening of the integration of PDCA cycle management with activities in the 5S principles; and

»  Promoting continual training on safety-related topics
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A report of the internal auditors’ findings and recommendations was presented to the Committee for review and
deliberation. The Committee looked into the internal audit report with emphasis on the reasonable comfort provided by the
IA’s conclusion that the work safety standard level at Top Textile is at the forefront of textile industry. A high standard of
work safety is important to achieve higher productivity level. With a proper set of work safety guidelines in place, incidents
of injury at work, loss of assets and hence the loss of labour force can be reduced, which consequently will enhance the
production efficiency and economic benefits to the company. Work safety is indeed a prerequisite condition in production
process.

The Committee acknowledged efforts put in by the management in maintaining a high standard work safety measures in
the production process.

The cost incurred in outsourcing the internal audit function for the financial period ended 30 June 2018 is RM22,015.
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STATEMENT ON RISK MANAGEMENT AND INTERNAL CONTROL

INTRODUCTION

This Statement on Risk Management and Internal Control (“RMIC”) is drawn pursuant to Paragraph 15.26(b) of the Main Market
Listing Requirements of Bursa Malaysia Securities Berhad (“MMLR”) and was prepared in accordance with Statement On Risk
Management and Internal Control: Guidelines for Directors of Listed Issuers (“SRMIC Guidelines”)

The Board reckons the importance of establishing a sound risk management and internal control system to provide reasonable
assurance, but not absolute elimination, of risks that exist in the operations, financial management and reporting as well as
regulatory compliance aspects of the Group’s operating environment (collectively known as the “Overall Operating
Environment”). It shall be noted that the risk management and internal control system was designed to manage and monitor
rather than to eliminate risks that could result in the Group not achieving its objectives.

The Group has an equity interest of 50% in a joint venture, namely HL Painting Co. which has not been dealt with as part of the
Group for the purpose of applying the SRMIC Guidelines. Accordingly, the Board is pleased to provide the following statement,
which outlines the nature and scope of Group internal controls during the financial period ended 30 June 2018.

THE GOVERNING LAWS AND REGULATIONS

MALAYSIAN CODE ON CORPORATE GOVERNANCE 2017 (“MCCG 2017") & CORPORATE GOVERNANCE GUIDE -
THIRD EDITION ISSUED IN 2017 (*CG GUIDE 2017")

The MCCG 2017 and CG Guide 2017 require that Board of Directors of listed issuers to maintain a sound risk management and
internal control system to safeguard shareholders’ investments and the Group’s assets.

ROLES AND RESPONSIBILITY OF THE BOARD OF DIRECTORS (“BOARD”)
The Board is responsible for

0] OVERSIGHT AND ASSESSMENT OF GROUP RMIC FRAMEWORK (SYSTEM AND PROCEDURES)
The Board holds an oversight role in the Group RMIC matters, in relation to the overall RMIC system and procedures,
primarily to the key business and operational risk factors faced by the Group, as well as assessment of the impact on the
Group’s exposure to these risks. This is the very first important step in efforts devoted in safeguarding the Group’s assets,
shareholders’ and other stakeholders’ interests.

In the course of assessing the risk factors, the Board collectively determines the Group’s tolerance level to each risk
factor, to ensure sustainability of the Group’s business continuity is not compromised.

(i) ENSURING APPROPRIATE AND TIMELY ACTIONS AND UPDATES
The management is accountable to the Board for the initiation and implementation of risk management and internal
control system. These encompass the efficient execution of appropriate, effective procedures (that captures relevant data
and able to produce reports to alert the management on any potential breach of risk tolerance level).

After the initial stage of designing and implementing of the RMIC system, preservation of its integrity will be the next most
important task. In contrast, the Board plays the role of ensuring the management are alert to risk threatening the Group
and responds to situation promptly. The Board has made it a fixed agenda that it receives regular status updates in Board
meetings on project progress, relevant preventive and/or remedial action plans (where applicable) as well as results of
remedial actions taken. The Board revisits and follows up on aspects highlighted previously by the executive directors in
subsequent AC and Board meetings.
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ROLES OF MANAGEMENT TEAM
The management team is responsible for

@) IDENTIFICATION OF SPECIFIC ISSUES, INITIATE AND IMPLEMENT RECTIFICATION PROCESSES &
PROCEDURES
The management team of subsidiaries collectively are the key persons who identify, evaluate and assess the risk factors
that exist in the Overall Operating Environment. Subsequent to performing evaluation and assessment of risk factors
identified, the management team, after due discussion and with approval from executive directors, will device and
implement appropriate measures to automate/compile exceptional reports from the RMIC system for review and resolve
of risk issues. The management team is responsible for the continuous management and monitoring of various issues on
business and/or operational risks within their respective delegated authority.

(i) REPORTING TO THE GROUP’'S AUDIT COMMITTEE (“AC”)
Executive directors of the Group report to the AC, in quarterly meetings and other ad