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AIRB is committed to building the Group into an
organisation that will support the business strategy
through attention to leadership, technical capability
and the talent needed to deliver business outcomes
on an ongoing basis.

Overtheyears, a number of initiatives were introduced
to further build the organisation necessary to deliver
the Group’s business strategy in an effective risk-
managed way. One initiative which is the people
development strategy is based on two foundations:

e Engaging with and organising our employees to
deliver the business strategy that will release the
Group’s full potential; and

e Having the right people with the appropriate talent
and skills when the Company needs them

Employing people with the appropriate talent and
skills can at times proved to be challenging. Meeting
this challenge has focussed close attention on
retention and recruitment. The additional actions
taken include:

* Implementing a systematic approach to identifying
and investing in the Company’s talent; and

e Ensuring remuneration, working conditions and
career development and opportunities are
attractive and competitive.

Currently, the total staff strength of the Group is 290.
Out of the total, 206 are involved in operations while
the rest are in administration.

Training and Development

The Group has invested considerable resources to
upgrade “Akademi SWC” to provide the logistical
convenience to hold meetings and to conduct courses
relevant to upgrade the appropriate skills training
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and knowledge development. For the period under
review, approximately 24 in-house and external
training programmes were conducted for newly
recruited and existing employees. The in-house and
external training programmes cover the following:

. Occupational Safety and Health Awareness
. Authorised Gas Tester for Confined Space
Multi Gas Tester
. Switching Suit
. Respirator 3M-3200, Escape Mask 3M-6600 & Ear
Muff 3M-1425
Safety & Health Officer Competency Test
. Jar Test (Basic)
. Authorised Entrant & Standby Person
Flow meter Instrumentation
MS: ISO/EC 17025 Internal Audit (Understanding,
Implement and Documenting)
k. MS: ISO/EC17025 Internal Audit
I. Automatic Backwash System for Filtration Plant
m.Pump Performance Test
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These programmes provide our employees with the
opportunity to enhance their skills and knowledge
and to keep abreast with the latest developments in
their respective fields of expertise.

Employee Welfare and Benefits

The Group has consistently over the years provided a
range of benefits to its employees in order to retain
qualified and experienced personnel. The range of
benefits includes medical (covering out-patients
treatment, hospitalisation and surgical expenses as
well as maternity expenses) and the provision of free
housing quarters to employees working at the water
treatment plants.

The management of SWC hold regular meetings
(Majlis Mesyuarah Bersama) with the employees to
discuss on operational matters and also to obtain
feedback and provide an avenue to the employees to
voice grievances, if any.

The Group has recently set up “Kelab Kebajikan dan
Sosial AIRB Bhd” (KKSAB) to replace the previous
Sports Club. KKSAB was established to foster cohesion
among employees of various levels and from various
companies in the Group. In relation to SWC, for the
year under review, activities organised by the Group
include sports competitions, family outings and
religious events.



Statement on Corporate Governance

pursuant to Paragraph 15.26 of the Listing Requirements of Bursa Malaysia Securities Berhad

The Board of Directors (Board) acknowledges the
importance of Corporate Governance and is committed
to its best ability and knowledge to ensure that high
standards of transparency, integrity, accountability
and corporate social responsibilities are consistently
practised throughout the Group in directing and
managing the business and affairs of the Company
and its subsidiary companies (“the Group”) so as to
safeguard the Group’s assets, enhance shareholder
value and the financial performance of the Group,
consistent with the Principles and Best Practices of the
Malaysian Code on Corporate Governance (Revised
2007) (“the Code”).

This Statement of Corporate Governance is applicable
for the period under review from 1 July 2007 to 31
December 2008.

A. THE BOARD

Composition of the Board and Board Balance
The Company is headed and controlled by an
experienced and effective Board which has overall
responsibility for the proper direction and conduct of
the Group’s activities.

The Board’s stewardship responsibilities includes
determining the overall strategic direction for
the Group, overseeing the conduct of the Group’s
businesses, identifying principal risks affecting the
Group and implementation of appropriate systems
to manage these risks, reviewing the adequacy and
integrity of the Group’s system of internal control
and ensuring succession planning of the Group and
establishing an investor relations programme for the
Group.

Whilst the Board acknowledges that it is responsible
for the overall control framework of the Group, it
also recognizes that due to inherent limitation, no
internal control system will preclude all errors and
irregularities. However, the Board will continue to
endeavour to comply with all the key principles of
the Code in an effort to observe a high standard of
transparency, accountability and integrity.

The Board, as at the date of this Annual Report, has
an effective composition of seven (7) directors on

Board, comprising four (4) Non-Independent Non-
Executive Directors (including the Chairman), one
(1) Non-Independent Executive Director and two (2)
Independent Non-Executive Directors.

The Board is thus in compliance with the Listing
Requirements of Bursa Malaysia Securities Berhad
(“Bursa Securities”) requiring at least one-third or
a minimum of two (2), whichever is the higher, are
Independent Directors.

The period under review saw the appointment of two
(2) new Non-Independent Non-Executive Directors
representing the Company’s major shareholder, MMC
Corporation Berhad (MMC), namely Encik Hasni Harun,
the Chief Executive Officer Malaysia of MMC and Encik
Ahmad Jauhari Yahya, the Managing Director/Chief
Executive Officer of Malakoff Corporation Berhad.
Both directors were appointed to the Board of the
Company on 7 November 2008.

The non-executive directors, comprising a majority of
the Board, bring a broader perspective on the Group’s
activities and contribute their expertise on issues of
strategy, performance, resources and standards of
conduct, amongst others, which carry significant
weight in the Board’s decisions.

The Board believes it has achieved a well-balanced
composition in which the substantial shareholders are
adequately represented, whilst the interests of the
minority shareholders are protected by independent
directors.

As the Chairman of the Company, YBhg. Dato’
Mohamed Feisal Ibrahim, is responsible for leadership
of the Board and effectively controls the orderly
and effective functioning of the Board. During the
financial period under review, he ensures that the
Board meets regularly throughout the year, there is
a balance in membership of the Board, all relevant
issues are included in the agenda, taking into
account the concerns raised by Board members and,
that, all Directors receive accurate, timely and clear
information relating to the issues on the agenda prior
to deliberation at Board meetings, so that they can
make effective contributions as Board members. As a
matter of good governance, the Chairman encourages
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a healthy debate on issues on the agenda, provide
a reasonable time for discussion of complex and
contentious issues, and ensures that all decisions
reflect the collective views of the Board.

The presence of the Independent Directors,
namely Y.M. Tengku Dato’ Hasmuddin bin Tengku
Othman and En. Bahari bin Hamzah confer a strong
independent element on the Board as they play an
important role in objectively assessing the strategies
and examining the impact of such strategies on the
long term interests of the Company’s stakeholders.
This ensures that no individual or group dominates
the decision making in the Board.

The Board has identified YM Tengku Dato’ Hasmuddin
bin Tengku Othman as the Senior Independent
Non-Executive Director of the Board to whom any
concerns on issues affecting the Company and the
Group may be conveyed.

Effective mix of the Board

The Directors, with their wide experience in both
the public and private sectors and diverse academic
backgrounds, bring entrepreneurship, regulatory,
industry and financial experience and skills relevant
to the direction of the Group, which would enable

Director Position

Y. Bhg. Dato’ Mohamed Feisal
Bin Ibrahim

Y.M. Tengku Dato’ Hasmuddin
Bin Tengku Othman

Razali Bin Abdul Aziz

Encik Hasni Harun
(appointed on 7 November 2008)

Encik Ahmad Jauhari Yahya
(appointed on 7 November 2008)

Bahari Bin Hamzah

Mr. Lim Chee Siong
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Chairman, Non-Independent
Non-Executive Director

Independent Non-Executive Director

Non-Independent Non-Executive Director

Non-Independent Non-Executive Director

Independent Non-Executive Director

Non-Independent Executive Director

them to bring broader perspectives and depth in any
Board’s discussion and deliberation.

The profile of each member of the Board are set out
on pages 8 and pages 11 of the Annual Report.

Board Meetings

The Board meets on a quarterly basis at least four (4)
times a year, with additional meetings convened as
and when necessary. During the financial period under
review, the Board met on thirteen (13) occasions,
whereby the Board held seven (7) regular meetings
and six (6) special Board meetings and deliberated
upon and considered a variety of matters including
the Group’s financial results, major investments and
strategic decisions, annual budgeting, internal audit
and risk management plans and business plans of the
Group.

Board meetings follow a formal agenda and the Board
has a formal written schedule of matters specifically
reserved for its review and approval, which ensures
that the Board retains full and effective control over
the Company.

The attendance at Board Meetings of the respective
directors who held office during the financial period
under review were as follows:

Total No. of
Meetings Attended

12 of 13

12 of 13

12 of 13

1of1

Non-Independent Non-Executive Director =

13 of 13
13 of 13



Supply of Information

The Board is supplied in a timely manner with
information in a form and of a quality appropriate to
enable it to discharge its duties effectively. All directors
are provided with comprehensive reports for review
in good time ahead of each Board and Committee
meetings, to enable them to review, obtain addition
information and where applicable, seek further
clarification on matters to be deliberated upon at the
meeting. This would enable them to understand the
issues and discharge their duties effectively.

Senior management and external advisers may be
invited to attend Board meetings to provide their
professional views, advice and explanation on specific
items on the agenda. Board proceedings, deliberations
and conclusions of the Board at every Board meeting
are recorded in the Board minutes, duly signed by the
Chairman of the Meeting.

Every Director has also access to the advice and
services of the Company Secretaries who advises
the Board on the Company’s policies and procedures,
directors’ responsibilities under the respective
legislations and regulations, Company’s compliance
with the relevant laws and regulatory requirements.

Periodic briefings on the industry outlooks and
company performance are also conducted for the
Directors to ensure that the Board is well informed on
the latest market and industry trends. The Directors
may also seek independent professional advice, at the
Company’s expense, in furtherance of their duties, if
SO required.

Number of Directorship in Other companies

In compliance with Paragraph 15.06 of the Listing
Requirements of Bursa Malaysia Securities Berhad,
each of the Directors of the Company hold not more
than ten (10) directorships in public listed companies
and not more than fifteen (15) in other companies
(other than listed companies). This ensures the
directors’ commitment, resources and time are
focused for an effective input to the Board.

Directors’ Training

The Directors attend continuing education
programmes, seminars and other relevant training
programmes so as to enhance their skills and

knowledge and, to keep abreast on various issues in
order to meet challenging commercial risks faced by
the Group.

During the financial period under review, members

of the Board attended the following training

programmes:

- Effective Chairmanship

- Asia Water Conference 2008

- The Inside Story of Annual Report

- Managing Strategic Corporate Planning

- Talk on Single-Tier Tax System by KPMG

- Conference on Strategic Negotiations for
Directors and Senior Executives by Harvard Club
Malaysia

- Latest Emerging Companies

- Directorship: Independent vs Executive

Re-election

The Articles of Association provide that one-third of
the Directors for the time being shall retire by rotation
at each Annual General Meeting (AGM), provided
that all Directors shall retire from office once at
least in every three (3) years. A retiring Director is
eligible for re-election. Pursuant to Section 126 of the
Companies Act, 1965, the election of each Director is
to be voted upon individually at the AGM.

In compliance with Article 103 of the Articles of
Association, Y.M. Tengku Dato’ Hasmuddin bin Tengku
Othman and Encik Razali bin Abdul Aziz shall retire at
the Eighth AGM of the Company and being eligible,
have offered themselves for re-election.

Election

In compliance with Article 109 of the Articles of
Association, Encik Hasni bin Harun and Encik Ahmad
Jauhari bin Yahya, who were appointed as Directors
during the financial period under review, shall retire
at the Eighth AGM of the Company and being eligible,
have offered themselves for election.

Directors who are over seventy (70) years of age are
required to submit themselves for reappointment,
annually, at every AGM in accordance with Section
129(6) of the Companies Act 1965.There are no
Directors of the Company seeking re-appointment at
this AGM.
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B. BOARD COMMITTEES

The Board is augmented by three (3) Committees.
The Board Committees comprising members of the
Board are the Audit Committee, the Nomination and
Remuneration Committee and the Risk Management
Committee.

The EXCO Committee is a Management Committee.
The Board appoints members of the EXCO, who may
also include the senior management.

Each of these Committees acts within defined terms
of reference and, comply with the recommendations
of the Code and the Listing Requirements of Bursa
Malaysia Securities Berhad.

Committees Key functions

Audit
Committee

Nomination
and Remuneration
Committee

Executive
Committee

Risk

Management
Committee

i) Audit Committee

The reviews, recommendations, findings and
decisions reached at these Committee meetings are
reported directly to the Board for its deliberation and
decision.

There were nine (9) Audit Committee Meetings with
seven (7) regular Committee meetings and two (2)
special Committee meetings held during the financial
period under review.

Further details of the composition, terms of reference
and the activities of the Audit Committee are set out
in the Audit Committee Report on pages 31 to 34 of
this Annual Report.

To review and report on the Group’s results, audit and internal control procedures.

To recommend to the Board the remuneration of Directors and senior management.
To recommend to the Board the appointments of Directors on the Board and
Committees and, senior management appointments.

To recommend to the Board on management and operational strategy matters.

To review and report to the Board on risks and deliberate on risk oversight issues in
relation to subsidiaries of the Group.

The Audit Committee comprised the following members during the period under review:

Member Position

Y.M. Tengku Dato’ Hasmuddin
Bin Tengku Othman

Chairman,
Encik Hasni Bin Harun

(appointed as member on 7 November 2008)
Encik Bahari Bin Hamzah

Mr. Lim Chee Siong

(resigned as member on 7 November 2008)
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Independent Non-Executive Director

Non-Independent
Non-Executive Director

Independent Non-Executive Director

No. of Meetings Attended

9 of 9

1of1l

9 of 9

Non-Independent Executive Director

8 of 8



Committee

The Nomination and Remuneration Committee
comprised the following members during the

period under review:

Member

Encik Bahari
Bin Hamzah

Y.M. Tengku Dato’
Hasmuddin
Bin Tengku Othman

Encik Hasni Bin Harun
(appointed as member on
31 December 2008)

Encik Razali
Bin Abdul Aziz

ii) Nomination and Remuneration

Position

Chairman, Independent
Non-Executive Director

Independent

Non-Executive Director

Non-Independent
Non-Executive Director

Non-Independent
Non-Executive Director

(resigned as member on
31 December 2008)

There were six (6) Nomination and Remuneration
Committee Meetings held during the financial
period under review.

The Committee makes recommendations to the
Board on the appointments of new executive and
non-executivedirectors by evaluatingandassessing
the suitability of candidates for Board membership.
However, all decision on appointments ultimately
rests with the Board. It also reviews, on a periodic
basis, the size and composition and effectiveness
of the Board as a whole, the committees of the
Board and the contribution of each individual
Director.

During the financial period under review, the
Committee recommended the appointments of
two (2) new Non-Independent Non-Executive
Directors on the Board of the Company.

The Committee is also responsible for
recommending to the Board the remuneration of
Directors as well as the remuneration packages
of Executive Directors and senior management.
However, determining the remuneration of the
Non-Executive Directors is a matter for the Board
as a whole.

Directors are required to abstain from participating
in decisions relating to their own remuneration.
In addition, the Committee is also responsible to
ensure the continuous training of new and current
directors of the Company.

iif) Executive Committee

The Executive Committee comprised the following
members during the period under review:

Member Position
Encik Razali Chairman, Non
Bin Abdul Aziz Independent

Non-Executive Director

Mr. Lim Chee Siong Non-Independent

Executive Director

Encik Azlan
Shahrim

(appointed as member
on 15 December 2008)

Senior General Manager,
MMC Corporation Berhad

There were fourteen (14) Executive Committee
Meetings held during the period under review.

The Executive Committee’s role is to facilitate
timely and appropriate decision making within
the framework of achieving the corporate goals
of the Group. The Executive Committee makes
recommendations on operational matters of the
Company and the Group which includes overall
management and strategic direction, establish
management, administrative and operational
guidelines and procedures.
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iv) Risk Management Committee

The Risk Management Committee comprised
the following members during the period under
review:

Member Position
Encik Razali Chairman,
Bin Abdul Aziz Non-Independent

Non-Executive Director
Y.M. Tengku Independent
Dato’ Hasmuddin Non-Executive Director

Bin Tengku Othman

Encik Bahari Independent
Bin Hamzah Non-Executive Director

Mr. Lim Chee Siong Non-Independent
Executive Director

Directors’ Remuneration

The Risk Management Committee’s role is to
identify, evaluate and manage the significant
risks, involving both present and potential risks,
faced by the Group having regard to the constantly
changing environment within which the business
of the Group operates. The terms of reference of
this committee are constantly reviewed to ensure
compliance and relevance with changing needs.

There were five (5) Risk Management Committee
Meetings held during the period under review.

DIRECTORS’ REMUNERATION
Level and Make-up of Remuneration

The policy practiced on Director’s remuneration by
the Nomination and Remuneration Committee is to
provide the remuneration packages necessary to
attract, retain and motivate Directors of the necessary
calibre, experience and quality required to lead the
Group successfully and to align the interest of the
Directors with those of the shareholders.

The remuneration packages of Directors of the Company for the financial period ended 31 December 2008

are shown below:

Director Salaries Bonus Allowances
RM’'000 RM’'000 RM’000 RM’000
Executive 275 72 -
Non-Executive - 23 69

Fees EPF Benefits Total In Kind
RM’'000 RM’000 RM’'000 RM’000
- 41 - 388
417 52 16 577

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

Range of Remuneration Executive Non-Executive

RM50,000 and below
RM50,001 - RM100,00
RM100,001 - RM150,000
RM150,001 - RM200,000
RM350,001 - RM400,000
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C. INVESTORS AND SHAREHOLDERS
RELATIONSHIP

The Board acknowledges the need for shareholders to
be informed of all material business matters affecting
the Group. In addition to the various announcements
made, the timely release of financial results on a
quarterly basis also provides shareholders and the
investing public with a regular, detailed update on
the Group’s performance so as to make informed
investment decision.

The Group has established a website at www.airb.
com.my where shareholders and investors can access
for information regarding the Group.

ANNUAL GENERAL MEETING

The Board encourages full participation by
shareholders at every Annual General Meeting
(AGM). The Board provides adequate time and
opportunity for shareholders’ question and answer
session for shareholders to seek clarification on the
Group’s business activities and financial performance.
Shareholders who are unable to attend are allowed
to appoint proxies to attend and vote on their behalf.
Members of the Board, external auditors and senior
management of the Group are present at the AGM to
respond to queries raised at the meeting.

D. ACCOUNTABILITY AND AUDIT

Financial Reporting

The Group’s financial statements are prepared in
accordance with the requirements of the provisions of
the Companies Act, 1965 and the applicable Approved
Accounting Standards in Malaysia.

The Board aims to provide and present a clear,
balanced and meaningful assessment of the Group’s
financial performance and prospects at the end of the
financial year, primarily through the annual financial
statements and quarterly announcement of results
to the shareholders and the Chairman’s Statement in
the Annual Report.

Quarterly financial results and annual financial
statements are reviewed and deliberated upon by the
Audit Committee to ensure the accuracy and adequacy

of such information, prior to recommendation to the
Board for its approval and for public release.

The Directors’ Responsibility Statement in respect
of the Audited Financial Statements pursuant to
Paragraph 15.27(a) of the Listing Requirements of
Bursa Securities is set out on page 37 of this Annual
Report.

Internal Control

The Board acknowledges that it is responsible for
maintaining a sound system of internal control, which
provides reasonable assessment of effective and
efficient operations, financial controls and compliance
with laws and regulations as well as with internal
procedures and guidelines.

The Directors’ Statement on the State of Internal
Control of the Group pursuant to Paragraph 15.27
(b) of the Listing Requirements of Bursa Securities is
set out on pages 29 to 30 of this Annual Report.

Relationship with the Auditors
The Board maintains an active, transparent and
professional relationship with its external auditors,
through the Audit Committee, which has been
conferred with the authority to interface directly with
the external auditors of the Group.

The Audit Committee may also convene meetings
with the external auditors, the internal auditors or
both, excluding the attendance of other directors
and employees of the company, whenever deemed
necessary.

At least twice a year the Committee shall meet
with the external auditor without executive board
members being present. This encourages a greater
exchange of free and honest views and opinions
between parties.

During the financial period under review, the
Committee held a meeting with the external auditors
without the presence of Management, immediately
prior to the Audit Committee Meeting, to deliberate on
the comments and views of the external auditors.

A report on the Audit Committee which includes the
their role in relation to the external auditors are set
out on pages 31 of the Annual Report.
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E. COMPLIANCE WITH THE CODE ON
CORPORATE GOVERNANCE

Having reviewed the Group’s corporate governance
practices, the Directors consider they are substantially
in compliance with the Code during the financial
period under review.

ADDITIONAL COMPLIANCE INFORMATION

In compliance with the Listing Requirements of Bursa
Malaysia Securities Berhad, the following information
is provided:

Material Contracts

Neither the Company nor any of its subsidiaries
had entered into any material contracts involving
directors and/or major shareholders interests,
either still subsisting at the end of the financial year,
or which where entered into since the end of the
previous financial year.

Material Contracts Related to Loan

During the financial period under review, there were
no material contracts related to loans entered into
by the Company and/or its subsidiaries involving
directors and/or major shareholders’ interests.

Share Buybacks
There were no share buybacks undertaken by the
Company during the financial period under review.

Options, Warrants or Convertible Securities
Pursuant to the Corporate and Debt Restructuring
Schemes of RNC Corporation Bhd, Aliran Ihsan
Resources Berhad on 30th November 2004 issued
56,924,082 of seven (7) years 5% redeemable
convertible unsecured loan stocks (“RCULS:)
2004/2011 at 100% of RM1.00 nominal value to
the creditors of RNC Corporation Bhd. Save for the
RCULS, there were no other options, warrants or
convertible securities issued by the Company during
the financial period under review.

There was a conversion of 12,843,069 existing RCULS
into 12,843,069 ordinary shares of RM 1.00 each in
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Aliran Ihsan Resources Berhad during the financial
period under review.

The present outstanding RCULS stands at 42,916,533
as at the end of the financial period under review.

Imposition of Sanctions / Penalties

There were no public sanctions and/or penalties
imposed on the Company and its subsidiaries,
Directors or management during the financial period
under review.

Non-Audit Fees

There are no non-audit fees paid and payable to the
External Auditors during the financial period under
review.

Variations on Results

There was no material variation (differing by 10%
or more) between the results for the financial period
under review and the unaudited results previously
announced.

Profit Guarantees
There were no profit guarantees given by the Company
during the financial period under review.

American Depository Receipt (ADR) or Global
Depository Receipt (GDR) Programme

The Company did not sponsor any ADR or GDR
Programme during the financial period under review.

Revaluation Policy

Neither the Company nor any of its subsidiaries has
adopted a policy of regular revaluations of landed
properties.

Recurrent Related-Party Transactions of a
Revenue or Trading Nature

Details of transactions with related parties undertaken
by the Group during the financial period under review
are disclosed in Note 29 to the Financial Statements.

The Statement on Corporate Governance is made
in accordance with the resolution of the Board of
Directors dated 18 February 2009.



Statement of Internal Control

pursuant to Paragraph 15.27(b) of the Listing Requirements of Bursa Malaysia Securities Berhad

The Board of Directors (Board) recognises the importance of a sound system of internal
controls and risk management. The Board acknowledges its overall responsibility for the
Group’s system of internal controls (including system for compliance with applicable laws,
regulations, rules, directives and guidelines), and for reviewing the adequacy and integrity of
this system. Such system is designed to enhance the Group’s ability to achieve its business
goals and safeguard shareholders’ investment and Group’s assets. The review of the Group'’s
system of internal control is a concerted and continuing process, designed to manage
rather than eliminate the risk of failure in achieving corporate objectives. In pursuing those
objectives, this system can only provide reasonable, and not absolute assurance against
material misstatement or loss.

Enterprise Risk Management

The Board recognizes that the effective management of principal risk plays a vital and integral
part of the Group's operations which will affect the achievement of the Group’s corporate
goals. The Risk Management Committee (RMC) with formalized terms of reference has been
tasked with this role.

The RMC carries out an ongoing process for identifying, evaluation and managing significant
operational risks. Significant operational issues were highlighted to the Executive Committee
and the Board respectively. Similarly, significant financial and compliance matters were
brought to the attention of the Executive Committee, the Audit Committee and the Board.

Internal Audit Function

The Group outsourced its internal audit function to an independent firm of auditors. The
internal audit function assists the Audit Committee in obtaining assurance on the effectiveness
of the Group’s internal controls.

During the financial period, the internal audit function carried out independent reviews of key
processes to evaluate the internal controls and the compliance with the established Group’s
policies and procedures. The internal audit function, after each audit cycle, will report directly
to the Audit Committee on a quarterly basis on any weaknesses on the areas reviewed, the
recommended corrective actions and the management responses. Follow-up reviews were also
conducted to ensure implementation of the agreed recommendations by the Management.

Aliran Ihsan Resources Berhad (504096-T)
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Other Key Elements of Internal Controls
Other key elements of the Group’s system of internal controls are:

e Duringthe period under review, the Audit Committee comprises exclusively of non executives
who have varied experience and qualifications. The Audit Committee has full access to the
External Auditors. The Audit Committee reviews issues identified by the Risk Management
Committee and the External Auditors and together with management evaluate the
adequacy of the effectiveness of the Group’s risk management and internal control
system;

e Delegation of responsibilities to Board committees within the definition of terms of
reference and organization structure;

e Documentation of policies and standard operating procedures for all major operations of the
Group with regular updates to reflect changing risks or to resolve operational
deficiencies;

e Detailed budgeting process established involving respective businesses to arrive at annual
budget for the approval of the Board;

e Close monitoring of actual results against budget to ensure all variance are investigated
and addressed;

e Regular management and operational meetings are held to discuss and resolve all
operational issues; and

e Active involvement of senior management in the operations of the Group and regular visits
to operating office and sites.

Conclusion

The Board is fully aware that the risks of the Group changes with time and therefore will
adopt a continuous review process to ensure all potential risks are sufficiently addressed and
managed and to ensure that the level of internal control is adequate at all times.

The External Auditors have reviewed the Statement of Internal Control pursuant to Paragraph
15.24 of the Listing Requirements of Bursa Malaysia Securities Berhad and have reported to
the Board that it appropriately reflects the processes that the Board adopts in reviewing the
adequacy and integrity of the system of internal control.

For the financial period under review, the Board is satisfied that the internal control was
satisfactory and has not resulted in any material losses, contingencies or uncertainties.

This Statement is made in accordance with a resolution of the Board dated 18 February
20009.
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Audit Committee Report

Membership

The members of the Audit Committee (“Committee”) comprise of:

Y.M. Tengku Dato’ Hasmuddin Bin Tengku Othman - Chairman, Independent Non-Executive Director

Encik Hasni Bin Harun (appointed on 7 November 2008)
Encik Bahari Bin Hamzah

Lim Chee Siong (resigned on 7 November 2008)

Meetings

The Committee convened nine (9) times with seven
(7) regular Committee meetings and two (2) special
Committee meetings during the financial period under
review. The meetings were appropriately structured
through the use of agendas and distributed to
members with sufficient notification. The meetings
were minuted accordingly.

Summary of activities during the financial
period

The Committee carried out its duties in accordance
with its terms of reference during the period. The
main activities undertaken by the Committee were
as follows:

e Reviewed the external auditors’ scope of work
and audit plans for the period;

e Reviewed with the external auditors the results
of the audit, the audit report and the management
letter, including management’s response;

e Consideration and recommendation to the Board
of Directors (“"Board”) for approval of audit fees
payable to the external auditors;

e Reviewed the independence and objectivity of the
external auditors and the services provided
including non-audit services;

e Reviewed the annual report and the audited
financial statements of the Company prior to
submission to the Board for their consideration and
approval. The review was to ensure that the audited
financial statements were drawn up in accordance

- Non-Independent Non-Executive Director
- Independent Non-Executive Director

- Non-Independent Executive Director

with the provisions of the Companies Act 1965
and the applicable accounting standards approved
by the Malaysian Accounting Standard Board
(MASB);

e Reviewed the quarterly unaudited financial results
announcement before recommending them for
the Board'’s approval;

e In respect of the quarterly and period end financial
statements, reviewed the Company’s compliance
with the Listing Requirements of Bursa Malaysia
Securities Berhad and other relevant legal and
regulatory requirements;

e Assess the effectiveness of the Risk Management
Framework and assisted the Board in reviewing the
principal risks of the subsidiaries within the
Group;

e Reviewed the related party transactions entered
into by the Group (if any); and

e Reviewed the extent of the Group’s compliance
with the provisions set out under the Malaysian
Code on Corporate Governance for the purpose of
preparing the Corporate Governance Statement.

Terms of Reference
1. OBJECTIVES

The Audit Committee shall report to the Board on
the activities, findings and recommendations of
the Committee.

I. The Audit Committee will review and report on
the following:
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(@) with the external auditor, the audit plan i.e. to
discuss with the external auditor before the
audit commences, the nature and scope of
the audit, and any significant problems that
may be foreseen and ensure that adequate
tests to verify amounts and procedure of the
Group are performed and ensure co-ordination
where more than one audit firm is involved;

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

(c) with the external auditor, his audit report i.e.
to discuss problems and reservations arising
from the interim and final audits, and any
matter the auditor may wish to discuss (in the
absence of Management where necessary);

(d) the assistance given by the employees of the
listed issuer to the external auditor;

(e) the adequacy of the scope, functions,
competency and resources of the internal audit
functions and that it has the necessary authority
to carry out its work;

(f) the internal audit programme, processes, the
results of the internal audit programme,
processes or investigation undertaken and
whether or not appropriate action is taken
on the recommendations of the internal audit
function;

(g) the quarterly results and year end financial
statements, prior to the approval of the Board
of Directors, focusing particularly on:-

- changes in or implementation of major
accounting policy changes and practices;

- significant and unusual events; and

- significant adjustments arising from the
audit

- the going concern assumption

- compliance with accounting standards and
other legal requirements

- compliance with stock exchange

(h

~

any related party transaction and conflict of
interest situation that may arise within the
listed issuer or group including any transaction,
procedure or course of conduct that raises
questions of management integrity;
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(i) any letter of resignation from the external
auditors of the listed issuer; and

(j) whether there is reason (supported by grounds)
to believe that the listed issuer’s external auditor
is not suitable for reappointment; and

(k) theimpactofany proposed changesinaccounting
principles on future financial statements;

(1) the results and findings of the operational audit
reports and monitor the implementation of any
recommendations made therein;

(m) the external auditor’'s management letter and
management’s response;

(n) the effectiveness of the internal control
systems;

(o) review any appraisal or assessment of the
performance of members of the internal audit
function.

(p) approve any appointment or termination
of senior staff members of the internal audit
functions.

(q) take cognizance of resignations on internal
audit staff and provide the resigning staff
member an opportunity to submit his reasons
for resigning.

(r) consider the major findings of internal
investigations and management response.

(s) report promptly to Bursa Malaysia on matters
reported by Bursa Malaysia to the board of
directors which have not been satisfactorily
resolved, resulting in a breach of listing
requirements;

(t) Audit Committee reports of subsidiaries after
they have been reviewed by the Audit
Committee on board of directors of those
subsidiaries;

(u

~

arrangements established by Management for
compliance with any regulatory or other external
reporting requirements, bye-laws and
regulations related to the Group’s operation;
and

(v) carry out other assignments as defined by
AIRB Board.



II. Recommend the nomination of a person or
persons as external auditor and the audit fee and
any question of resignation or dismissal and
enquire into the staffing and competence of the
external auditors in performing their work.

III. The preparation of a audit committee report
at the end of each financial year for inclusion in
the annual report and the report shall include
the following:

(a) The composition of the Audit Committee,
including the name, designation (indicating
the Chairman) and directorship of the
members (indicating whether the directors
are independent or otherwise);

(b) The terms of
Committee;

reference of the Audit

(c) The number of Audit Committee meetings
held during the financial year and details of
attendance of each audit committee
member;

(d) A summary of the activities of the Audit
Committee in the discharge of its functions
and duties for that financial year of the
listed issuer; and

(e) The existence of an internal audit function
oractivity and where there is such a function or
activity, a summary of the activities of the
function or activity. Where such a function
or activity does not exist, an explanation of
the mechanisms that exist to enable the Audit
Committee to discharge its functions
effectively.

2. COMPOSITION

The Audit Committee must be appointed from
amongst its directors and fulfils the following
requirements:

(@) Must be composed no fewer than 3 members;

(b) All members of the Audit Committee must
be non-executive with a majority of them
independent directors;

(c) At least one of the members:-

- Malaysian Institute of Accountants member or
other accounting qualification with 3 years
working experience;

- A degree / masters / doctorate in accounting
and finance and at least 3 vyears’ post
qualification experience in accounting or
finance; or

- At least 7 years experience being a chief
financial officer of a corporation or having
the function of being primarily responsible
for the management of the financial affairs of a
corporation;

(d) The Chairman of the Audit Committee shall be an
independent director;

(e) In the event of a retirement or resignation of a
member of the Audit Committee, a listed issuer
must fill the vacancy within 3 months; and

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

3. RIGHTS OF THE AUDIT COMMITTEE

The Audit Committee must ensure that wherever
necessary and reasonable for the performance
of its duties in accordance with a procedure to be
determined by the Board of Directors and at the cost
of the listed issuer:-

(a) Have authority to investigate any matter within
its terms of reference;

(b) Have the resources which are required to perform
its duties;

(c) Have full and unrestricted access to any
information pertaining to the listed issuer;

(d) Have direct communications channels with the
external auditors and person(s) carrying out the
internal audit function or activity (if any);
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(e) Chairman of Committee should engage on a
continuous basis with senior management,
such as the Chairman, the Chief Executive Officer,
the Finance Director, the Head of Internal Audit
and External Auditors in order to keep informed
of matters affecting the Company;

(f) Be able to obtain independent professional or
other advice;

(g) Be able to convene meetings with the external
auditors, the internal auditors or both excluding
the attendance of other directors and employees
of the company, whenever deemed necessary;

and

(h) At least twice a year the Audit Committee shall
meet with the external auditors without executive
board members being present.

4. MEETINGS

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

Oneofthe Companies Secretaries’ can be the secretary
for the Audit Committee as decided by the Chairman
and shall be responsible, in conjunction with the
Chairman, for drawing up the agenda and circulating
it, supported by explanatory documentation to
committee members prior to each meeting.

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

5. QUORUM

A quorum shall be at least 2 members with majority
independent directors.

The Company must ensure that other Directors and
employees attend any particular committee meeting
only at the Audit Committee’s invitation specific to
the relevant meeting.

Annual Report 2008

6. SUMMARY OF ACTIVITIES OF THE AUDIT
COMMITTEE

The following activities were undertaken by the
Audit Committee during the financial period under
review:-

(a) Reviewed the quarterly unaudited financial results
and announcements for the financial quarters
ended September 2007, 31 December 2007, 31
March 2008, 30 June 2008, 30 September 2008
and 31 December 2008 prior to presentation to
the Board of Directors for approval;

(b) Reviewed the Annual Report and the draft audited
financial statements of the Group for the period
ended 31 December 2008 prior to submission to
the Board for their consideration and approval;

(c) Reviewed the external auditors’ reports for
financial period ended 31 December 2008 in
relation to audit and accounting standards arising
from the audit and updates of new development
on accounting standards issued by the Malaysian
Accounting Standards Board;

(d) Reviewed and recommend to the Board for
approval of the audit fees payable to the external
auditors;

(e) Reviewed the internal audit reports which
highlighted the audit issues, recommendation and
management response. Discussed with
management actions taken to improve the
system of internal control based on improvements
opportunities identified in the internal audit
reports;

(f) Reviewed related party transaction and conflict of
interest (if any) that may arose within the
Company or Group; and

(g) Inrespectof the quarterly and period end financial
statements, reviewed the Group’s compliance
with the Listing Requirements of the Bursa
Malaysia Securities Berhad, Securities
Commission, Malaysian Accounting Standards
Board, and other relevant legal and regulatory
authorities.



Statement on Internal Audit Function

Internal Audit Function

The Audit Committee is supported by an outsourced internal audit function, an independent
firm of auditors. The internal audit function assists in providing the Committee the assurance
required of the effectiveness and the adequacy of the internal control of the Group.

The internal audit function includes the review of the adequacy of the internal controls,
the efficiency of operations and ensures compliance with the established Group policies and
procedures, and the statutory requirements.

The internal audit function reports directly to the Audit Committee on all weakness on areas
reviewed and recommend corrective actions thereto on a quarterly basis. The implementations
of agreed recommendations are by the Management and are monitored through close follow-
up reviews by the internal audit function.

The total costs incurred for the internal audit function of the Group for financial period ended
31 December 2008 is RM 126,928.00.
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Statement on
Corporate Social Responsibility

As a responsible corporate citizen, the Group is proud of its tradition of contributing to society
and the nation. It has been supportive of various noble causes and had contributed directly
and indirectly to community projects, education and the arts and culture development. Over
the years, the Group has been continuously supporting charitable institutions primarily
located in the state of Johor Darul Takzim which actively supports organisations and agencies
that focus on education and the needs of senior citizens, orphans, disadvantaged youths and
physically disabled persons.

On the environmental front, the Group appreciate and view the importance of a clean and
safe environment and promotes best occupational health and safety practices. As practised
in previous years, various “gotong royong” exercises were carried out by the Group’s
employees to clear rubbish from rivers and clogged drains, sweeping and cleaning villages,
and mosques and schools especially those near to the water treatment plants.

The Group treats as extremely important to actively engage the communities. Towards this
end, the Group hold "Open House” from time to time with the genuine desire of imparting
information to the public at large on the operation of a water treatment facility. An “Open
House” was held at the Parit Raja 4 water treatment plant from 24 to 29 March 2008. The
Group expressed the hope that the "Open House” sessions will better inform the communities
on the management of the water services in Johor Darul Takzim and promotes the long-term
betterment and improvement of communities and the environment.
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Statement of Directors” Responsibility in Respect
of The Audited Financial Statements

pursuant to Paragraph 15.27(a) of the Listing Requirements of Bursa Malaysia Securities Berhad

The Directors are required by law to prepare financial statements for each financial year
in accordance with the applicable approved accounting standards in Malaysia and give a
true and fair view of the state of affairs of the Group and of the Company at the end of the
financial year and of the results and the cash flows of the Group and of the Company for the
financial year.

In preparing the financial statements of the Group and of the Company, the Directors have
adopted appropriate accounting policies and applied them consistently and prudently. The
Directors have also ensured that those applicable accounting standards have been followed
and confirmed that the financial statements have been prepared on a going concern basis.

The Directors are responsible for ensuring that the Company keeps accounting records which
disclose with reasonable accuracy the financial position of the Group and of the Company
and which enable them to ensure that the financial statements are in compliance with the
provisions of the Companies Act, 1965.

The Directors are also responsible for taking such steps that are reasonably open to them to
safeguard the assets of the Group and to prevent and detect fraud and other irregularities.
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Directors’ Report .

The Directors have pleasure in presenting their report together with the audited financial statements
of the Group and the Company for the financial period from 1 July 2007 to 31 December 2008.

PRINCIPAL ACTIVITIES
The principal activity of the Company is that of investment holding. The principal activities of the
subsidiary companies are as disclosed in Note 6 to the financial statements.

There have been no significant changes in the nature of these activities during the financial period.

FINANCIAL RESULTS
Group Company
RM’'000 RM’000

Profit for the financial period attributable
to equity holders of the Company 49,001 9,893

DIVIDEND
No dividend has been paid, declared or proposed since the previous financial year. The Directors also
do not recommend any dividend payment in respect of the current financial period.

RESERVES AND PROVISIONS
There were no material transfers to or from reserves or provisions during the financial period other
than those disclosed in the financial statements.

ISSUE OF SHARES AND DEBENTURES

During the financial period, the Company increased its issued and paid-up share capital from
RM209,398,453 to RM222,219,522 by way of the issuance of 12,821,069 new ordinary shares of
RM1.00 each upon the conversion of Redeemable Convertible Unsecured Loan Stocks.

The ranking of the new shares are as disclosed in Note 19(c)(ix).

The Company has not issued any debentures during the financial period.

REDEEMABLE CONVERTIBLE UNSECURED LOAN STOCKS (“RCULS")
The movements of the RCULS during the financial period are as follows:

Balance at Balance at
1.7.2007 Issued Conversion 31.12.2008

Principal amount of
RCULS of RM1.00 each 55,737,602 - (12,821,069) 42,916,533
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SHARE OPTIONS
No options have been granted by the Company to any parties during the financial period to take up
unissued shares of the Company.

No shares have been issued during the financial period by virtue of the exercise of any option to take up
unissued shares of the Company. As at the end of the financial period, there were no unissued shares
of the Company under options.

DIRECTORS
The Directors who served on the Board of the Company since the date of the last report are:

Dato’ Mohamed Feisal Bin Ibrahim

Tengku Dato’ Hasmuddin Bin Tengku Othman

Lim Chee Siong

Razali Bin Abdul Aziz

Bahari Bin Hamzah

Hasni Bin Harun (Appointed on 7.11.2008)
Ahmad Jauhari Bin Yahya (Appointed on 7.11.2008)

In accordance with the Company’s Articles of Association, Tengku Dato’ Hasmuddin Bin Tengku Othman
and Encik Razali Bin Abdul Aziz retire under Articles 103, 104 and 105, being eligible, offer themselves
for re-election.

Encik Hasni Bin Harun and Encik Ahmad Jauhari Bin Yahya who were appointed to the Board since the last
Annual General Meeting, retire under Article 109 and being eligible, offer themselves for re-election.

DIRECTORS’ INTEREST
None of the Directors in office at the end of the financial period held or dealt in shares of the Company
and related corporations during the financial period.

DIRECTORS’ BENEFITS

Since the end of the previous financial year, no Director of the Company has received or become entitled
to receive any benefit (other than Directors’ remuneration as disclosed in the financial statements) by
reason of a contract made by the Company or a related corporation with the Director or with a firm
of which the Director is a member, or with a company in which the Director has a substantial financial
interest.

Neither during nor at the end of the financial period, was the Company a party to any arrangements
whose object is to enable the Directors to acquire benefits by means of the acquisition of shares in or
debentures of the Company or any other body corporate.
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OTHER STATUTORY INFORMATION
Before the balance sheets and income statements of the Group and of the Company were made out,
the Directors took reasonable steps:

a)

b)

to ascertain that proper action had been taken in relation to the writing off of bad debts and the
making of allowance for doubtful debts, and have satisfied themselves that all known bad debts
had been written off and that adequate allowance had been made for doubtful debts; and

to ensure that any current assets which were unlikely to realise their book values in the ordinary
course of business have been written down to their estimated realisable values.

At the date of this report, the Directors are not aware of any circumstances:

a)

b)

c)

d)

which would render the amount written off for bad debts or the amount of the allowance for doubtful
debts in the financial statements of the Group and of the Company inadequate to any substantial
extent; or

which would render the values attributed to the current assets in the financial statements of the
Group and of the Company misleading; or

which have arisen which render adherence to the existing method of valuation of assets or liabilities
of the Group and of the Company misleading or inappropriate; or

not otherwise dealt with in this report or financial statements which would render any amount
stated in the financial statements of the Group and of the Company misleading.

At the date of this report, there does not exist:

a)

b)

any charge on the assets of the Group and of the Company which has arisen since the end of the
financial period to secure the liability of any other person; or

any contingent liability of the Group and of the Company which has arisen since the end of the
financial period.

No contingent or other liability has become enforceable or is likely to become enforceable within the
period of twelve months after the end of the financial period which, in the opinion of the Directors,
will or may substantially affect the ability of the Group and of the Company to meet their obligations
as and when they fall due.

41
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OTHER STATUTORY INFORMATION (continued)
In the opinion of the Directors,

a) the results of the Group’s and of the Company’s operations during the financial period have not
been substantially affected by any item, transaction or event of a material and unusual nature;
and

b) there has not arisen in the interval between the end of the financial period and the date of this
report any item, transaction or event of a material and unusual nature likely to affect substantially
the results of operations of the Group and of the Company for the financial period in which this
report is made.

HOLDING COMPANIES

With effect from 20 October 2008, the Directors regard Indra Cita Sdn. Bhd, Seaport Terminal (Johore)
Sdn. Bhd. and MMC Corporation Berhad ("MMC"”) as ultimate, intermediate and immediate holding
company respectively. These companies were incorporated in Malaysia and MMC is listed on the Main
Board of Bursa Malaysia Securities Berhad.

CHANGE OF FINANCIAL YEAR END

The Company has changed its financial year end from 30 June to 31 December annually so as to
coterminous with that of its holding company. The financial statements are thus for eighteen months
ended 31 December 2008.

AUDITORS
The auditors, Messrs. Peter Chong & Co., Chartered Accountants, have indicated their willingness to
accept re-appointment.

Signed on behalf of the Board of Directors
in accordance with a resolution,

TENGKU DATO’' HASMUDDIN BIN TENGKU OTHMAN RAZALI BIN ABDUL AZI1Z
Director Director

Date: 18 February 2009
Kuala Lumpur
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Statement by Directors .

Pursuant to Section 169 (15) of the Companies Act, 1965

We, TENGKU DATO’ HASMUDDIN BIN TENGKU OTHMAN and RAZALI BIN ABDUL AZIZ, two of
the Directors of ALIRAN IHSAN RESOURCES BERHAD state that, in the opinion of the Directors, the
financial statements set out on pages 46 to 93 are drawn up in accordance with Financial Reporting
Standards and the provisions of the Companies Act, 1965 in Malaysia, so as to give a true and fair
view of the state of affairs of the Group and the Company as at 31 December 2008 and of the results
and cash flow of the Group and the Company for the financial period ended on that date.

Signed on behalf of the Board of Directors
in accordance with a resolution,

TENGKU DATO' HASMUDDIN BIN TENGKU OTHMAN RAZALI BIN ABDUL AZI1Z
Director Director

Date: 18 February 2009
Kuala Lumpur

Statutory Declaration

Pursuant to Section 169 (16) of the Companies Act, 1965

I, WOON SZE THEEN, being the Officer primarily responsible for the financial management of ALIRAN
IHSAN RESOURCES BERHAD, do solemnly and sincerely declare that, to the best of my knowledge
and belief, the financial statements set out on pages 46 to 93 are correct.

And I make this solemn declaration, conscientiously believing the same to be true and by virtue of the
provisions of the Statutory Declarations Act, 1960.

Subscribed and solemnly declared by the )
abovenamed WOON SZE THEEN at )
KUALA LUMPUR in the FEDERAL TERRITORY )
this 18% day of February 2009 )

) Before me
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« Independent Auditors’ Report

to the member of Aliran Ihsan Resources Berhad

Report on the financial statements

We have audited the financial statements of ALIRAN IHSAN RESOURCES BERHAD, which comprise the
balance sheets as at 31 December 2008 of the Group and of the Company, and the income statements,
statements of changes in equity and cash flow statements of the Group and of the Company for the
period from 1 July 2007 to 31 December 2008, and a summary of significant accounting policies and
other explanatory notes, as set out on pages 46 to 93.

Directors’ responsibilities for the financial statements

The Directors of the Company are responsible for the preparation and fair presentation of these financial
statements in accordance with Financial Reporting Standards and the Companies Act, 1965 in Malaysia.
This responsibility includes: designing, implementing and maintaining internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error; selecting and applying appropriate accounting policies; and making
accounting estimates that are reasonable in the circumstances.

Auditors’ responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with approved standards on auditing in Malaysia. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on our judgement, including the assessment of
risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, we consider internal control relevant to the Group and the Company’s preparation and
fair presentation of the financial statements in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Group and the Company'’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by the directors, as
well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.
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Independent Auditors’ Report (ontinseq

to the member of Aliran Ihsan Resources Berhad

Opinion

In our opinion, the financial statements have been properly drawn up in accordance with Financial
Reporting Standards and the Companies Act, 1965 in Malaysia so as to give a true and fair view of
the financial positions of the Group and of the Company as of 31 December 2008 and of their financial
performance and cash flows for the period from 1 July 2007 to 31 December 2008.

Report on other legal and regulatory requirements
In accordance with the requirements of the Companies Act, 1965 in Malaysia, we also report the
following:

a) In our opinion, the accounting and other records and the registers required by the Act to be kept
by the Company and its subsidiary companies of which we have acted as auditors have been properly
kept in accordance with the provisions of the Act.

b) We are satisfied that the financial statements of the subsidiary companies that have been consolidated
with the Company’s financial statements are in form and content appropriate and proper for the
purposes of the preparation of the financial statements of the Group and we have received satisfactory
information and explanations required by us for those purposes.

c) Our audit reports on the financial statements of the subsidiary companies did not contain any
qualification or any adverse comment under Section 174(3) of the Act.

Other matters

This report is made solely to the members of the Company, as a body, in accordance with Section 174
of the Companies Act, 1965 in Malaysia and for no other purpose. We do not assume responsibility to
any other person for the content of this report.

Peter Chong & Co. Peter Chong Ton Nen
No AF 0165 No. 394/03/10 (J/PH)
Chartered Accountants Partner of the Firm

Date: 18 February 2009
Kuala Lumpur
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Aliran Ihsan Resources Berhad (504096-T)

Consolidated Balance Sheet

as at 31 December 2008

ASSETS

Non-current assets

Property, plant and equipment
Investment property

Investment in associated companies
Investment

Goodwill on consolidation

Deferred tax assets

Total non-current assets

Current assets

Short term investment
Inventories

Receivables

Tax assets

Deposits, cash and bank balances

Total current assets
TOTAL ASSETS

EQUITY AND LIABILITIES
Equity

Share capital

Reserves

Equity attributable to equity holders of the Company
Equity portion of Redeemable Convertible

Unsecured Loan Stocks
Total equity

LIABILITIES

Non-current liabilities

Borrowings

Redeemable Convertible Unsecured Loan Stocks
Deferred tax liabilities

Total non-current liabilities

Current liabilities
Payables
Borrowings

Tax liabilities

Total current liabilities
Total liabilities

TOTAL EQUITY AND LIABILITIES

Note

O VoN U A~

11
12
13
14
15

16
17

19

18
19
10

20
18
14

31.12.2008 30.6.2007
RM’000 RM’000
9,801 7,374
869 885
228,041 204,413
31 31
7,908 7,908
4,048 3,831
250,698 224,442
- 1,092
850 652
89,197 55,271
112 202
73,834 66,754
163,993 123,971
414,691 348,413
222,219 209,398
111,889 61,750
334,108 271,148
3,468 5,550
337,576 276,698
186 265
39,670 50,005
814 1,490
40,670 51,760
31,400 17,095
81 73
4,964 2,787
36,445 19,955
77,115 71,715
414,691 348,413

The attached notes form an integral part of the financial statements.
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Consolidated Income Statement

for the financial period from 1 July 2007 to 31 December 2008

Period from

47

1.7.2007
to Year ended
31.12.2008 30.6.2007
Note RM’'000 RM’000
Revenue 21 97,225 61,665
Cost of sales 21 (45,033) (26,741)
Gross profit 52,192 34,924
Other operating income 16,459 7,128
Administration expenses (41,282) (26,403)
Profit from operations 22 27,369 15,649
Finance costs 24 (4,253) (3,870)
23,116 11,779
Share of results of associated companies 32,233 24,492
Profit before taxation 55,349 36,271
Taxation 14 (6,348) (4,834)
Profit for the financial period/year attributable to
equity holders of the Company 49,001 31,437
Earnings per share for profit attributable to the equity
holders of the Company:
- Basic (sen) 25 22.08 15.01
- Diluted (sen) 25 19.67 13.16
Dividend per share (sen) 26 N/A N/A

The attached notes form an integral part of the financial statements.
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.« (Consolidated Statement of
Changes in Equity

for the financial period from 1 July 2007 to 31 December 2008

At 1 July 2006

Effect of adopting FRS 3

Issuance of shares upon
conversion of RCULS

Changes in tax rate

Transfer to capital reserve

Dividend

Profit for the financial year

At 30 June / 1 July 2007

Issuance of shares upon
conversion of RCULS

Changes in tax rate
Transfer to capital reserve
Profit for the financial period

At 31 December 2008

<+—— Attributable to equity ——

holders of the Company

Equity
portion
Share Capital Retained of Total
capital reserve profits Total RCULS equity
Note RM'000 RM’000 RM’000 RM’000 RM’000 RM’'000
209,376 3,642 17,168 230,186 5,403 235,589
- - 15,808 15,808 - 15,808
209,376 3,642 32,976 245,994 5,403 251,397
22 - 2 24 (3) 21
- - (26) (26) 150 124
- 2,300 (2,300) - - -
26 - - (6,281) (6,281) - (6,281)
- - 31,437 31,437 - 31,437
209,398 5,942 55,808 271,148 5,550 276,698
12,821 - 1,152 13,973 (2,128) 11,845
- - (14) (14) 46 32
- 3,450 (3,450) - - -
- - 49,001 49,001 - 49,001
222,219 9,392 102,497 334,108 3,468 337,576

The attached notes form an integral part of the financial statements.
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Consolidated Cash Flow Statement .

for the financial period from 1 July 2007 to 31 December 2008

Period from

1.7.2007
to Year ended
31.12.2008 30.6.2007
Note RM’000 RM’000
CASH FLOW FROM OPERATING ACTIVITIES
Profit before taxation 55,349 36,271
Adjustments for:
Allowance for debts in contention 22,164 9,514
Allowance for doubtful debts 4 -
Bad debts written off 2 -
Depreciation of:
- property, plant and equipment 3,254 4,975
- investment property 16 5
Interest income (16,167) (6,922)
Interest expenses 4,130 3,793
Management fees (7,059) (4,344)
Profit on disposal of property, plant and equipment (5) (54)
Property, plant and equipment written off 1 88
Share of results of associated companies (32,233) (24,492)
Operating profit before working capital changes 29,456 18,834
Cash and bank balances restricted for specific purpose (867) (15,093)
Inventories (198) (21)
Receivables (41,409) (33,090)
Payables 15,742 7,249
Cash generated from/(used in) operations 2,724 (22,121)
Tax paid 14 (5,074) (3,950)
Tax refund 14 474 -
Net cash used in operating activities (1,876) (26,071)

The above consolidated cash flow statement is to be read in conjunction with the
notes to the financial statements.
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» Consolidated Cash Flow Statement (ontinue)

for the financial period from 1 July 2007 to 31 December 2008

Period from

1.7.2007
to Year ended
31.12.2008 30.6.2007
Note RM’000 RM’000
CASH FLOW FROM INVESTING ACTIVITIES
Dividend received from associated companies 8,605 2,400
Interest income received 3,463 1,911
Management fee received from an associated company 6,168 3,581
Proceeds from disposal of property, plant and equipment 5 151
Purchase of property, plant and equipment 27 (5,569) (340)
Purchase of investment property - (890)
Net cash generated from investing activities 12,672 6,813
CASH FLOW FROM FINANCING ACTIVITIES
Dividends paid - (6,281)
Payment of coupon interest on RCULS (4,291) (2,788)
Interest expenses paid (108) (88)
Repayment of hire purchase obligations (184) (104)
Net cash used in financing activities (4,583) (9,261)
NET INCREASE/(DECREASE) IN CASH AND CASH
EQUIVALENTS 6,213 (28,519)
CASH AND CASH EQUIVALENTS BROUGHT FORWARD 51,661 80,180
CASH AND CASH EQUIVALENTS CARRIED
FORWARD 28 57,874 51,661

The above consolidated cash flow statement is to be read in conjunction with the

notes to the financial statements.
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Balance Sheet

as at 31 December 2008

ASSETS

Non-current assets

Property, plant and equipment
Investment property

Investment in subsidiary companies
Investment in associated companies

Total non-current assets

Current assets

Receivables

Tax assets

Deposits, cash and bank balances

Total current assets
TOTAL ASSETS

EQUITY AND LIABILITIES

Equity

Share capital

Reserves

Equity attributable to equity holders of the Company

Equity portion of Redeemable Convertible Unsecured
Loan Stocks

Total equity

Non-current liabilities
Borrowings

Redeemable Convertible Unsecured Loan Stocks
Deferred tax liabilities

Total non-current liabilities
Current liabilities

Payables

Borrowings

Tax liabilities

Total current liabilities

Total liabilities

TOTAL EQUITY AND LIABILITIES

Note

No vl b

13
14
15

16
17

19

18
19
10

20
18
14

31.12.2008 30.6.2007
RM’000 RM’000
367 43
869 885
80,100 80,100
157,946 157,946
239,282 238,974
6,996 1,108
- 124
31,026 27,473
38,022 28,705
277,304 267,679
222,219 209,398
10,520 (511)
232,739 208,887
3,468 5,550
236,207 214,437
73 -
39,670 50,005
812 1,490
40,555 51,495
400 1,747
21 -
121 -
542 1,747
41,097 53,242
277,304 267,679

The attached notes form an integral part of the financial statements.
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» Income Statement

for the financial period from 1 July 2007 to 31 December 2008

Revenue

Other operating income
Administration expenses
Profit from operations
Finance costs

Profit before taxation
Taxation

Profit/ (loss) for the financial period/year

Note

21

22

24

14

Period from

1.7.2007

to Year ended
31.12.2008 30.6.2007

RM’000 RM’000
18,687 7,632
1,576 681
(3,053) (3,672)
17,210 4,641
(4,026) (3,705)
13,184 936
(3,291) (1,577)
9,893 (641)

The attached notes form an integral part of the financial statements.
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Statement of Changes in Equity

for the financial period from 1 July 2007 to 31 December 2008

<+—— Attributable to equity —
holders of the Company

53

(Accumulated) Equity
losses)/ portion
Share Retained of Total
capital profits Total RCULS equity
Note RM’'000 RM’'000 RM’000 RM’'000 RM’'000
At 1 July 2006 209,376 6,435 215,811 5,403 221,214
Issuance of shares upon
conversion of RCULS 22 2 24 (3) 21
Changes in tax rate - (26) (26) 150 124
Dividend 26 - (6,281) (6,281) - (6,281)
Loss for the financial year - (641) (641) - (641)
At 30 June/1 July 2007 209,398 (511) 208,887 5,550 214,437
Issuance of shares upon
conversion of RCULS 12,821 1,152 13,973 (2,128) 11,845
Changes in tax rate - (14) (14) 46 32
Profit for the financial period - 9,893 9,893 - 9,893
At 31 December 2008 222,219 10,520 232,739 3,468 236,207

The attached notes form an integral part of the financial statements.
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.. Cash Flow Statement

for the financial period from 1 July 2007 to 31 December 2008

Period from

1.7.2007
to Year ended
31.12.2008 30.6.2007
Note RM’000 RM’000
CASH FLOW FROM OPERATING ACTIVITIES
Profit before taxation 13,184 936
Adjustments for:-
Bad debts written off 2 -
Dividend income (11,628) (3,288)
Depreciation of:
- property, plant and equipment 80 16
- investment property 16 5
Interest income (1,452) (651)
Interest expense 4,026 3,705
Management fee (7,059) (4,344)
Operating loss before working capital changes (2,831) (3,621)
Cash and bank balances restricted for specific purpose (867) (15,093)
Receivables (4,999) (1)
Payables 90 (6)
Cash used in operations (8,607) (18,721)
Tax paid 14 (801) (1,000)
Tax refund 14 474 -
Net cash used in operating activities (8,934) (19,721)
CASH FLOW FROM INVESTING ACTIVITIES
Dividend received from associated companies 8,605 2,400
Interest income received 1,452 651
Management fee received from an associated company 6,168 3,581
Purchase of property, plant and equipment 27 (291) -
Purchase of investment property - (890)
Net cash generated from investing activities 15,934 5,742
CASH FLOW FROM FINANCING ACTIVITIES
Interest paid 4) -
Dividend paid - (6,281)
Payment of coupon interest on RCULS (4,291) (2,788)
Repayment of hire purchase obligations (19) -
Net cash used in financing activities (4,314) (9,069)
NET INCREASE/ (DECREASE) IN CASH AND
CASH EQUIVALENTS 2,686 (23,048)
CASH AND CASH EQUIVALENTS BROUGHT FORWARD 12,380 35,428
CASH AND CASH EQUIVALENTS CARRIED FORWARD 28 15,066 12,380

The above cash flow statement is to be read in conjunction with the notes to the financial statements.
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Notes to the Financial Statements s

31 December 2008

1. GENERAL INFORMATION

The principal activity of the Company is that of investment holding. The principal activities of the subsidiary
companies are as disclosed in Note 6.

There have been no significant changes in the nature of these activities during the financial period.

The Company is a public limited liability company, incorporated and domiciled in Malaysia, and listed
on the Main Board of Bursa Malaysia Securities Berhad.

With effect from 20 October 2008, the Directors regard Indra Cita Sdn. Bhd., Seaport Terminal (Johore)
Sdn. Bhd. and MMC Corporation Berhad ("MMC”) as ultimate, intermediate and immediate holding
company respectively. These companies were incorporated in Malaysia and MMC is listed on the Main
Board of Bursa Malaysia Securities Berhad.

The address of the registered office and principal place of business is at No. 2-2, Persiaran 65C,
Pekeliling Business Centre, Jalan Pahang Barat, 53000 Kuala Lumpur.

The Board has authorised the issuance of financial statements on 18 February 2009.
2. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group is exposed to a variety of financial risks and the overall risk management objective is to ensure
that the Group creates value for its shareholders whilst minimising the potential adverse effects on the
performance.

The Group does not use derivative financial instruments to hedge its risks and trade in financial instruments
during the financial period.

The main risks arising from the Group’s financial instruments are credit risk, interest rate risk, liquidity
risk and cash flow risk.

Credit risk

Credit risk arises when sales are made on deferred credit terms. The Group’s credit risk is concentrated
on a single customer, Syarikat Air Johor Sdn. Bhd. ("SAJ”), and the terms of payments are stated in the
concession agreement with SAJ. Any late or non-payment may have an adverse impact on the cash flow
and/or profits of the Group.

Interest rate risk

The Group is exposed to interest rate risk mainly from its fixed deposits and borrowings.

There is no formal hedging policy in respect of interest rate exposure. The interest rate risk is monitored
on an ongoing basis and the Group endeavours to keep the exposure at an acceptable level.

The interest rates on the borrowings and fixed deposits of the Group are disclosed in Note 18 and Note
33 respectively.

Liquidity risk

The Group practices prudent liquidity risk management by maintaining sufficient cash and committed
credit facilities to meet the Group’s operating and financial requirements for foreseeable future.

Cash flow risk
The Group reviews its cash flow position regularly to manage its exposure to fluctuations in future cash
flow associated with its monetary financial instruments.

These notes form part of the financial statements.
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3.2

SIGNIFICANT ACCOUNTING POLICIES
Basis of preparation

The financial statements of the Group and of the Company comply with Financial Reporting Standards
and the provisions of the Companies Act, 1965 in Malaysia.

At the beginning of the current financial period, the Group and the Company had adopted the new and
revised Financial Reporting Standards (“FRSs”), Amendments to FRSs and Issue Committee (“IC")
Interpretations as fully described in Note 3.2.

The financial statements are presented in Ringgit Malaysia (RM).

Changes in accounting policies and effects arising from adoption of new and revised FRSs,
Amendments to FRSs and IC Interpretations

At the beginning of the financial period, the Group and the Company had adopted the following new and
revised FRSs, Amendments to FRSs and IC Interpretations:
Effective dates

FRS 117 Leases 1 October 2006
FRS 124 Related party disclosures 1 October 2006
FRS 107 Cash flows statements 1 July 2007
FRS 112 Income taxes 1 July 2007
FRS 118 Revenue 1 July 2007
FRS 134 Interim financial reporting 1 July 2007
FRS 137 Provisions, contingent liabilities and contingent assets 1 July 2007

However, the following FRSs and IC Interpretations have not been adopted by the Group and the Company
as they are not relevant to the Group’s and the Company’s operations:

Effective dates

FRS 6 Exploration for evaluation of mineral resources 1 January 2007
Amendment to Employee benefits - actuarial gains and losses, 1 January 2007
FRS 119,,., group plans and disclosures

FRS 111 Construction contracts 1 July 2007

FRS 120 Accounting for government grants and 1 July 2007
disclosure of government assistance

Amendment to The effects of changes in foreign exchange rates - 1 July 2007

FRS 121 Net investment in a foreign operation

FRS 126 Accounting and reporting by retirement benefits plans 1 July 2007

FRS 129 Financial reporting in hyperinflationary economies 1 July 2007

IC Interpretation 1  Changes in existing decommissioning, 1 July 2007
restoration and similar liabilities

IC Interpretation 2  Members’ shares in co-operative entities and similar instruments 1 July 2007

IC Interpretation 5  Rights to interests arising from decommissioning, restoration and 1 July 2007
environmental rehabilitation funds

IC Interpretation 6  Liabilities arising from participating in a specific market - 1 July 2007
Waste electrical and electronic equipment

IC Interpretation 7 Applying the restatement approach under FRS 129, . 1 July 2007
Financial reporting in hyperinflationary economies

IC Interpretation 8  Scope of FRS 2 1 July 2007

Aliran Ihsan Resources Berhad (504096-T)

These notes form part of the financial statements.
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3.3

SIGNIFICANT ACCOUNTING POLICIES (continued)

Changes in accounting policies and effects arising from adoption of new and revised FRSs,
Amendments to FRSs and IC Interpretations (continued)

The adoption of the above new or revised FRSs does not result in substantial changes to the Group’s and
the Company’s policies other than as disclosed below:

FRS 124: Related party disclosures

FRS 124 expands the definition of related party and adds new disclosure requirements. The adoption of
FRS 124 will only impact the format and extent of disclosures presented in the financial statements.

As at the date of authorisation of these financial statements, the following FRSs and IC Interpretations

are in issue. However, the Group has not elected to early adopt these standards:
Effective dates

FRS 7 Financial instruments: disclosures 1 January 2010
FRS 8 Operating segments 1 July 2009
FRS 139 Financial instruments: recognition and measurement 1 January 2010
IC Interpretation 9  Reassessment of embedded derivatives 1 January 2010
IC Interpretation 10 Interim financial reporting and impairment 1 January 2010

By virtue of exemption provided for in FRS 139 and FRS 7 respectively, the possible impact of applying the
standard, if any, need not be disclosed. The adoption of FRS 8, IC Interpretation 9 and IC Interpretation
10 does not have significant impact to the financial statements of the Group and the Company.

Significant accounting estimates and judgements

Preparation of the financial statements involved making certain estimates, judgements and assumptions
concerning the future. They affect the accounting policies applied, amounts of assets, liabilities, income
and expenses reported and disclosures made. They are assessed on an ongoing basis and are based on
experience and relevant factors, including expectations of future events that are believed to be reasonable
under the circumstances. Changes in these estimates and assumptions by management may have an
effect on the balances as reported in financial statements.

(i) Classification between investment properties and property, plant and equipment

The Group has developed certain criteria based on FRS 140 in making judgement whether a property
qualifies as an investment property. Investment property is a property held to earn rentals or for
capital appreciation or both. Properties that are occupied by the companies in the Group are accounted
for as owner-occupied rather than as investment property.

Some properties comprise a portion that is held to earn rentals or for capital appreciation and another
portion that is held for use in the production or supply of goods or services or for administrative
purposes. If these portion could be sold separately (or leased out separately under a finance lease),
the Group would account for the portion separately. If the portion could not be sold separately, the
property is an investment property only if an insignificant portion is held for use in the production
or supply of goods or services or for administrative purposes. Judgement is made on an individual
property basis to determine whether ancillary services are so significant that a property does not
qualify as an investment property.

These notes form part of the financial statements.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
3.3 Significant accounting estimates and judgements (continued)

(ii) Depreciation of property, plant and equipment and rehabilitation expenditure

The cost of property, plant and equipment and rehabilitation expenditure are depreciated or
amortised over the concession period or their useful lives as disclosed in Note 3.4(e) (i) and (ii).

As the remaining concession period has only 6 years, the management does not expect a significant
risk of changes which would cause a material adjustment to the depreciation of property, plant and
equipment and amortisation of the rehabilitation expenditure in the future financial periods.

(iii) Depreciation of investment property

The Group depreciates the freehold building over its estimated useful lives using the straight-line
method. Management estimates the useful lives of this property to be 50 years.

(iv) Impairment of goodwill

The Group determines whether goodwill are impaired at least on an annual basis. This requires an
estimation of the value-in-use of the cash-generating units ("CGU") to which goodwill is allocated.
Estimating a value-in-use amount requires management to make an estimate of the expected
future cash flows from the CGU and also to choose a suitable discount rate in order to calculate
the present value of those cash flows. The carrying amounts of goodwill as at 31 December 2008
was RM7,908,000 (30.6.2007: RM7,908,000). Further details are disclosed in Note 9.

(v) Impairment of associated companies

The Group determines whether the carrying amount of the investment in associated companies are
impaired at each balance sheet date. The existence of any evidence requires an estimation of the
Group’s share of the present value of the estimated cash flows expected to be generated by the
associated companies, including the cash flows from the operations of the associated companies and
the proceeds on the ultimate disposal of the investment. Further details are disclosed in Note 7.

(vi) Income taxes

Judgement is required in determining the capital allowances and deductibility of certain expenses
when estimating the provision for income taxes. There were transactions during the ordinary
course of business for which the ultimate tax determination of whether additional taxes will be
due. Where the final tax outcome of these matters is different from the amounts that were initially
recorded, such differences will impact the income tax and deferred tax in the periods in which the
outcome is known.

(vii) Allowance for debts in contention

The Group makes allowance for debts in contention based on assessment of recoverability.
Whilst management’s judgement is guided by the past experiences, judgement is made about
the future recovery of debts. As at 31 December 2008, the Group’s gross trade receivables were
RM162,600,000 (30.6.2007: RM108,730,000) and the allowance for debts in contention was
RM77,263,000 (30.6.2007: RM55,099,000).

These notes form part of the financial statements.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

3.3 Significant accounting estimates and judgements (continued)

(viii)Material litigations

The Group determines whether a present obligation in relation to a material litigation exists at
the balance sheet date by taking into account all available evidence, including, the opinion of the
solicitors. The evidence considered includes any additional evidence provided by events after the
balance sheet date. On the basis of such evidence, the Group evaluates if a provision needs to be
recognised in the financial statements.

3.4 Summary of significant accounting policies

(a) Subsidiary companies and basis of consolidation

O]

(i)

Subsidiary companies

Subsidiary companies are entities over which the Group has the ability to control the financial
and operating policies so as to obtain benefits from their activities. The existence and effect
of potential voting rights that are currently exercisable or convertible are considered when
assessing whether the Group has such power over another entity.

Basis of consolidation

The consolidated financial statements comprise the financial statements of the Company and its
subsidiary companies as at the balance sheet date. The financial statements of the subsidiary
companies are prepared for the same reporting date as the Company.

Subsidiary companies are consolidated from the date of acquisition, being the date on which the
Group obtains control, and continue to be consolidated until the date that such control ceases.
In preparing the consolidated financial statements, intragroup balances, transactions and
unrealised gains or losses are eliminated in full. Uniform accounting policies are adopted in the
consolidated financial statements for like transactions and events in similar circumstances.

Acquisitions of subsidiary companies are accounted for using the purchase method. The purchase
method of accounting involves allocating the cost of the acquisition to the fair value of the
assets acquired and liabilities and contingent liabilities assumed at the date of acquisition. The
cost of an acquisition is measured as the aggregate of the fair values, at the date of exchange,
of the assets given, liabilities incurred or assumed, and equity instruments issued, plus any
costs directly attributable to the acquisition.

Any excess of the cost of the acquisition over the Group’s interest in the net fair value of the
identifiable assets, liabilities and contingent liabilities represents goodwill. Any excess of the
Group’s interest in the net fair value of the identifiable assets, liabilities and contingent liabilities
over the cost of acquisition is recognised immediately in income statement.

Minority interests represent the portion of profit or loss and net assets in subsidiary companies
not held by the Group. It is measured at the minorities’ share of the fair value of the subsidiary
companies’ identifiable assets and liabilities at the acquisition date and the minorities’ share
of changes in the subsidiary companies’ equity since then.

These notes form part of the financial statements.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
3.4 Summary of significant accounting policies (continued)
(b) Associated companies

Associated companies are entities in which the Group has significant influence and that is neither a
subsidiary nor an interest in a joint venture. Significant influence is the power to participate in the
financial and operating policy decisions of the investee but not in control or joint control over those
policies.

Investments in associated companies are accounted for in the consolidated financial statements using
the equity method of accounting. Under the equity method, the investment in associated companies
are carried in the consolidated balance sheet at cost adjusted for post-acquisition change in the
Group’s share of net assets of the associated companies. The Group’s share of the net profit or loss
of the associated companies are recognised in the consolidated income statement. Where there has
been a change recognised directly in the equity of the associated companies, the Group recognises
its share of such changes.

In applying the equity method, unrealised gains and losses on transactions between the Group and
the associated companies are eliminated to the extent of the Group’s interest in the associated
companies. After application of the equity method, the Group determines whether it is necessary to
recognise any additional impairment loss with respect to the Group’s net investment in the associated
companies. The associated companies are equity accounted for from the date the Group obtains
significant influence until the date the Group ceases to have significant influence over the associated
companies. Where necessary, in applying the equity method, adjustments are made to the financial
statements of associated companies to ensure consistency of accounting policies with the Group.

Goodwill relating to associated companies are included in the carrying amount of the investment and
is not amortised. Any excess of the Group’s share of the net fair value of the associated companies’
identifiable assets, liabilities and contingent liabilities over the cost of the investment is excluded
from the carrying amount of the investment and is instead included as income in the determination
of the Group’s share of the associated companies’ profit or loss in the period in which the investment
is acquired.

When the Group’s share of losses in associated companies equals or exceeds its interest in the
associated companies including any long-term interests that, in substance, form part of the Group’s
net investment in the associated companies, the Group does not recognise further losses, unless it
has incurred obligations or made payments on behalf of the associated companies.

(c) Investment

Investment in subsidiary companies, other non-current investment and current investment are shown
at cost less impairment loss, if any. Where an indication of impairment exists, the carrying amount
of the investment is assessed and written down immediately to its recoverable amount.

On disposal of an investment, the difference between net disposal proceeds and its carrying amount
is charged or credited to the income statement.

These notes form part of the financial statements.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

3.4 Summary of significant accounting policies (continued)

(d) Intangible assets

(M)

(i)

(iii)

Goodwill

Goodwill acquired in a business combination is initially measured at cost being the excess of the
cost of business combination over the Group’s interest in the net fair value of the identifiable
assets, liabilities and contingent liabilities. Following the initial recognition, goodwill is measured
at cost less any accumulated impairment losses. Goodwill is not amortised but instead, it is
reviewed for impairment, a