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Southern Water Corporation Sdn Bhd

SWC operates fourteen (14) water treatment plants in the State of Johor Darul Takzim.
The water treatment plants are located in four (4) districts - Segamat, Kluang, Batu Pahat
and Muar.

The fourteen (14) water treatment plants are categorised into three (3)
regions - Northern, Central and Southern.

i Northern Region - the water treatment plants are situated at Kampung Tengah 1,
Kampung Tengah 2, Bukit Hampar and Air Panas A;

ii. Central Region - the water treatment plants are situated at Panchor 1, Panchor 2,
Panchor 3 and Gunung Ledang; and

iii.  Southern Region - the water treatment plants are situated at Parit Raja 4, Yong Peng
2, Yong Peng 3, Sembrong Barat, Sembrong Timur and Simpang Renggam 2.



REVIEW OF OPERATIONS

The design capacities and the supply areas the water treatment plants serve are as follows:-

Northern Region

Water Design Capacity
Treatment Million Litres
Plant Per Day (MLD) Supply Areas
1. Kampung Tengah 1 13.00 Buluh Kasap, Batu Anam, Gemas Baru, Segamat Baru, Jalan Muar
2. Kampung Tengah 2 31.40 Kg Abdullah, Jementah, Buluh Kasap, Pekan Jabi
3.  Bukit Hampar 14.20 Gelang Cincin, Segamat Industrial area, Felda Medoi, Bandar Baru Segamat
4. Air Panas A 14.10 Batu Anam, Buluh Kasap, Mukim Gemas, Bukit Siput, Gemas Baru,

Kg Tunku Tiga

Total 72.70

Central Region

Water Design Capacity
Treatment Million Litres
Plant Per Day (MLD) Supply Areas
1. Panchor1 12.73 Pagoh, Bakri, Air Hitam and surrounding areas
Panchor 2 36.36 Bandar Muar, Panchor and surrounding areas
3. Panchor 3 36.36 Sg Mati, Gersik, Bukit Dinding, Parit Unas, Jeram, Tangkak and
surrounding areas
4. Gunung Ledang 13.64 Tangkak, Kundang, Serom, Bukit Gambir, Gersik, Saqgil and surrounding areas
Total 99.09

Southern Region

Water Design Capacity
Treatment Million Litres
Plant Per Day (MLD) Supply Areas
1. Parit Raja 4 63.64 Parit Raja town and its surrounding areas and supplementing supplies to
Parit Raja 3 Treatment Plant
Yong Peng 2 36.00 Yong Peng town, Kangkar Baru, Air Hitam Town and surrounding areas
3. YongPeng3 48.15 Medan, Bukit Tempayan, Semerah, Batu Putih areas, Sri Gading, Bukit

Sago and Bukit Banang reservoir supplying Batu Pahat town and
supplementing supplies to Bukit Banang T/P

Sembrong Barat 80.00 Bandar Kluang, Rengam, Layang-layang and Felda Bukit Permai, Johor Bahru
Sembrong Timur 26.16 Bandar Kluang, Paloh, Chamek and Nyior

Simpang Renggam 2 54.55 Simpang Renggam, Macap, Felda Layang-layang and Pontian

Total 308.50
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REVIEW OF OPERATIONS

Equiventures Sdn Bhd

ESB operates two (2) water treatment plants at Sg Layang
and Sg Johor in the district of Johor Bahru. The two (2) water
treatment plants have a combined production capacity of
636 million litres per day (MLD). Both the water treatment
plants supply treated water exclusively to the district of
Johor Bahru.

Production

For the year ended 31 December 2009, SWC recorded a total
production of treated water of approximately 136.7 million m?
of treated water. When compared to the previous period on
an annualised basis, SWC registered an increase of 2.5 per
cent. (2009:136.7 million m3, 2008:133.4 million m3). The total
production of treated water averages approximately 83.1 per
cent of the design capacities for all the water treatment plants
under the operation and management of SWC.

The two (2) water treatment plants operated by ESB at
Sg Layang and Sg Johor have a combined capacity of
636 MLD. It is currently operating at 90.0 per cent of its
capacity producing approximately 571.9 MLD.

On an overall basis, the total treated water production of both
SWC and ESB supply approximately 70 per cent of the water
needs in the State of Johor Darul Takzim.

For the year under review, there were no major disruptions
to the operations of both SWC and ESB brought about by
environmental factors.

Both SWC and ESB performance continues to be
commendable and is reflected in successfully meeting the
targets of the designated water quantity as well as the
designated water quality.
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Water Quality

The Group is committed to meeting stringent quality
standards throughout its operations ensuring that supply
of treated water is clean and safe for public consumption.
For both SWC and ESB, there are rigorous and continuous
inspections of the quality of treated water leaving the water
treatment plants.

The supply of treated water from SWC and ESB comply
with the quality standard set in accordance with the
“Drinking Water Quality Standard"” issued by the Ministry of
Health and the World Health Organisation.

STSB the operator to ESB is accredited with
ISO9001: 2000 and ISO/IEC17025: 2005 which requires
the operator to adhere to standard working procedures to
ensure consistent quality in water and accurate testing of
the treated water before the water leave the water treatment
plants. For the year ended 31 December 2009, both the
Sg Layang and Sg Johor water treatment plants recorded
full cumulative compliance in relation to the quality of treated
water as laid down in the concession agreement.

SWC has secured MS ISO/IEC 17025: 2008 accreditation for
its laboratory. The accreditation grants formal approval to
SWC's laboratory with proven capability and competence in
specific fields of testing.

Both ESB and SWC applied strict compliance to standard
working procedures to ensure consistent, clean and safe
water quality at its water treatment plants. For the year
under review, SWC register an average compliance rate of
99.9% in treated water quality when benchmarked against
the “Drinking Water Quality Standard".






REVIEW OF OPERATIONS

Occupational Health and Safety

Recognising that human capital is one of the key values to
the Group's success, we placed utmost importance on our
employees' health and safety. The Group's policy is to provide,
so far as it is practicable a safe, healthy and environmentally
friendly workplace for all employees, contractors, suppliers
and visitors.

Inthe year under review, the Group has provided the necessary
safety and health mechanisms for our employees who may be
exposed to hazards while performing their duties. The Group
has put in place the training programmes and equipment to
ensure our employees’ safety and health.

Our employees are required to attend safety induction
training, mock drills as well as emergency response
programme (ERP). The training programmes will train
employees to be readily responsive in the event of
emergencies. The ERP drills were carried out to familiarise
and measure the level of readiness among our employees
in responding to unforeseeable crisis situations.

For the year under review, SWC has continued the practice
of replacing and updating substantial number of safety
equipment and system to ensure the safety of the Group
employees when they are operating the water treatment
plants. The introduction of the “safety passport” in 2008
will ensure that only competent persons are allowed to handle
hazardous tasks.

The Group held health and safety awareness talks on a reqgular
basis to ensure that the employees' are kept current on those
relevant issues.

For the year under review, no fatalities occurred in

the Group. There were, however, two (2) minor injuries
resulting in loss time of 25 days at SWC's water treatment
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plants. On the other hand, STSB have managed to maintain
a zero loss time injury at the water treatment plants under
their management. STSB, the operator of ESB had obtained
accreditation on Occupational Safety and Health (OSH)
MS 1722.

The strategy will continuously be improved on and
implemented in the future.

Human Resource Management

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.

In an increasingly competitive environment where there is
a scarcity of skills, the management of human capital has
become a critical factor in maintaining our competitive
advantage. In the year under review, we have strengthened
our executive and operational leadership and intensified our
focus on recruitment to enlarge and strengthen the Group's
human capital in business development, human resource,
corporate affairs etc

Employing people with the appropriate talent and skills can
at times proved to be challenging. In meeting this challenge,
the Group's had also focussed on developing in-house talent.
The actions taken include:

. Implementing a systematic approach to identifying and
investing in the Company's talent; and

. 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 set up “Akademi Southern Water" to provide
the logistical convenience to hold meetings and to conduct
courses relevant to upgrade the appropriate skills training
and knowledge development. For the year under review,
the following in-house and external training programmes
were conducted:

a. Kursus Asas Matematik for Plant Superintendents;

b. Kursus Kepimpinan for Managers, Executives, Plant
Superintendents, Plant Operators, Technicians and
Clerks;

C. Kursus Keselamatan Bermotosikal for employees;
d. One MMC training for Managers; and

e. Chemical hazards communication training

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.
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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.

"Kelab Kebajikan dan Sosial AIRB Bhd" which was set up in
2008 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 15.25 OF THE BURSA MALAYSIA SECURITIES BERHAD MAIN MARKET LISTING REQUIREMENTS

The Board believes that good corporate governance is
fundamental to the Group's competitiveness, growth and
sustainability and, will significantly contribute towards the
achievement of the Group's strategic goals, build sustainable
value in the Group's business, whilst maintaining investors'
confidence.

The Board is thus committed to ensure that high standards of
corporate governance are consistently practised throughout
the Group through the structuring and implementation of
sound practices and processes. The Board believes that the
adherence to such best practices inits substance rather than
in form would go a long way towards promoting the success
of the Company and the Group.

Compliance Statement

This Statement of Corporate Governance describes how the
Company and the Group has applied the principles of good
corporate governance and best practices as set out in the
Malaysian Code of Corporate Governance (revised 2007)
(revised Code) and where applicable, Bursa Malaysia Securities
Berhad Main Market Listing Requirements (Main LR).

A. The Board

Composition of the Board and Board Balance
The Company is headed by an experienced and effective
Board which leads and controls the Group.

Under the revised Code, the Board assumes six (6)
principal responsibilities with the Board's priority being
to review and adopt a strategic direction and plan for
the Group, in line with the Company's vision.

The Board also oversees the conduct of the Group's
businesses, identify principal risks affecting the Group
and implement appropriate systems to manage these
risks, succession planning of the Group, establish an
investor relations programme for the Group and review
the adequacy and integrity of the Group's system of
internal control and management information system.

A new composition of the Board was constituted
during the financial year so as to establish position
descriptions for the Board and for the Chief Executive
Officer and, management's responsibility limits.

The Board had, on 2 November 2009, appointed
Encik Anuar Bin Kasim as the new Chief Executive
Officer (CEO) of the Company to provide executive
leadership to the Company. The profile of the CEO is
set out on page 13 of the Annual Report.

Y. Bhg. Dato' Mohamed Feisal Bin Ibrahim, who has
served as Chairman of the Company since 2006,
stepped down as the Chairman and Non-Independent
Non-Executive Director of the Company effective
15 March 2010 due to his commitments as executive
chairman in another listed entity.

The Chairmanship of the Company is now assumed
by Y. Bhg. Dato' Wira Syed Abdul Jabbar Bin Syed
Hassan who was appointed as the Chairman and
Non-Independent Non-Executive Dlrector of the
Company on 15 March 2010.

As at the date of this Annual Report, the Board
has an effective composition of five (5) directors,
comprising three (3) Non-Independent Non-Executive
Directors (including the Chairman) and two (2)
Independent Non-Executive Directors. Encik Razali Bin
Abdul Aziz and Encik Lim Chee Siong, who are part of
the management team of the Company, had vacated
their offices as directors of the Company effective 16
November 2009.

The non-executive directors making up the new
composition of the Board, contribute external expertise
and experience in areas of importance to the Group
such as corporate strategy, corporate finance,
environmental matters, law, engineering and corporate
governance. They provide independent challenge and
rigour to the Board's deliberations and act as the
relevant checks and balance, focusing on shareholders’
and other stakeholders' interests and ensures that high
standards of corporate governance are applied.

The independent directors make-up one-third of the
Board's membership and are essential in protecting
the interests of the minority shareholders. They make
significant contributions to any decision-making through
their impartiality since an independent director has no
conflict of interests in the discharge of his duties and
acts in the best interests of the Company.
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The presence of Y.M. Tengku Dato’ Seri Hasmuddin
Bin Tengku Othman and Encik Bahari Bin Hamzah,
the independent directors of the Company, confer a
strong independent element on the Board as they play
an important role especially where the interests of
management, the Company and shareholders diverge,
such as executive performance and remuneration,
related party transaction and audit. This ensures that
no individual or group dominates the decision making
in the Board.

The Board has identified Y.M. Tengku Dato" Seri
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. Y.M. Tengku is the
Chairman of the Audit Committee and is a member
of the Nomination and Remuneration Committee and
was a member of the Risk Management Committee.
The Senior Independent Non-Executive Director's
role, amongst others, is to act as a designated contact
for consultation and direct communication with
shareholders and as the principal conduit between
the independent directors and the Chairman of the
Company.

The Board believes it has achieved a good size and
balance in the new composition of the Board where the
substantial shareholders are adequately represented,
whilst the interests of the minority shareholders are
protected by the independent directors.

Division of responsibilities

In accordance with the revised Code, separate
individuals, Y. Bhg. Dato’ Wira Syed Abdul Jabbar Bin
Syed Hassan and Encik Anuar Bin Kasim, hold the
positions of Chairman and CEO, respectively.

The appointment of Encik Anuar as the CEO of the
Company provides a clear division of responsibilities
at the helm which ensures a balance of power and
authority, such that no individual has unfettered
powers of decision.

The CEO is under the control of the Board and is
primarily responsible for the executive management
of all of the Group's businesses and implementing
policies and strategies adopted by the Board, within
the approved budgets and timescales. The CEO is
supported by and chairs the Management Committee
which was established in November 2009. The
Management Committee comprised the Heads of
Department responsible for key central and operational
functions within the Group.

The responsibilities of the CEO extend beyond the
day-to-day running of the business and executing
Board's instructions. The role of the CEO is critical
to the performance of the Company as he provides
leadership and strategic vision of the Group, makes
high level business judgment and meet immediate
performance targets, whilst keeping in focus the
longer-term growth opportunities of the Company.
Many major decisions are deliberated upon by the
Board following the CEQ's ideas and recommendations.
In this regard, the Board develops with the CEO the
corporate objectives for which the CEO is responsible
to meet and is accountable for, based, amongst others,
on the Group's Business Plan and Budget.

Y.Bhg. Dato' Wira Syed Abdul Jabbar Bin Syed Hassan
who assumed the Chairmanship of the Company on
March 2010, is responsible for the leadership of the
Board. The Chairman monitors the effective functioning
of the Board, ensures that Board's proceedings are
conducted in a constructive, productive and effective
manner, agrees on the agenda in consultation with
the CEO and company secretary so that all relevant
issues for effective running of the Company's business
are included in the agenda and that all directors
receive accurate and timely information of a quality
that facilitates decision making at Board meetings.
In his capacity as Chairman of the Company, Y. Bhg.
Dato' Wira Syed Abdul Jabbar chairs all general
meetings with shareholders.



STATEMENT ON CORPORATE GOVERNANCE
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As a matter of good governance, the Chairman
promotes a discussive atmosphere during Board
meetings where all directors feel encouraged to
share their views and partake in discussions to support
the success of the Company. As a non-executive
Chairman, he provides a good balance to the influence
of the CEO.

Effective Mix of the Board

The Directors, with their extensive experience in
many sectors of the industries and diverse academic
backgrounds have a broad understanding and
knowledge of the Company's competitive environment,
social, regulatory and technological issues affecting the
Company's business and operations for a meaningful
contribution during Board deliberations.

The profile of each director currently serving on the
Board are set out on pages 10 to 12 of the Annual
Report.

Board Meetings

In addition to the Annual General Meeting, the Board
meets on a quarterly basis at least four (4) times in
each financial year and convenes additional meetings
as and when required.

During the financial year, the Board met on six (6)
occasions, holding four (4) regular meetings and two (2)
Special Board meetings. The Board deliberated upon and
considered a variety of matters including the Group's
financial results, major investments, strategic decisions,
annual budgeting and business plans of the Group.

Whilst the Board has delegated the day-to-day
management of the Group to the CEO, the Board
has a formal written schedule of matters specifically
reserved for its review and approval, which ensures
that the direction and control of the Group's affairs
is firmly vested in the Board.

Board meetings follow a formal agenda and 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.

In addition to the formal Board meetings, the Chairman
and the CEO maintain regular contact with all Directors
and hold informal meetings with the non-executive
directors to discuss issues affecting the business.

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

Total
No. of

Meetings
Attended

Director Position

Y. Bhg. Dato’ Chairman, 6 of 6
Mohamed Non-Independent
Feisal Bin Non-Executive
Ibrahim Director
(Resigned as
Chairman and
Director w.e.f.
15 March 2010)
Y.M. Tengku Independent 60f6
Dato’ Seri Non-Executive
Hasmuddin Director
Bin Tengku
Othman
Y. Bhg. Datuk ~ Non-Independent 6 of 6
Hj. Hasni Non-Executive
Bin Harun Director
Encik Ahmad Non-Independent 4 0of 6
Jauhari Bin Non-Executive
Yahya Director
Encik Bahari Independent 60f6
Bin Hamzah Non-Executive
Director
Encik Razali Non-Independent 50f6
Bin Abdul Aziz Non-Executive
(Resigned as Director
Director w.e.f.
16 November
2009)
Encik Lim Non-Independent 6 of 6
Chee Siong Executive
(Resigned as Director

Director w.e.f.
16 November
2009)
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In line with the revised Code, the Board ensures that
the decisions and all issues discussed in arriving at
such decisions are properly recorded in the minutes
of meeting and duly signed by the Chairman of the
Meeting, providing both a historical record and insight
into those decisions.

Supply of Information

All directors are provided with comprehensive reports
for review 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 during
Board's deliberation.

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.

Every Director has also access to the advice and
services of the company secretaries who advise 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 Main LR,
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), ensuring the directors’
time availability, commitment and resources are
focused for an effective input to the Board.

Continuing Education

As required by Paragraph 15.08 of the Main LR, the
Board evaluates and determines the training needs
of its directors and in consultation with the company
secretary, identify the appropriate training programme
for the directors to keep them abreast of requlatory
changes, developments in corporate governance
and broad business trends in order to enhance their
skill and knowledge. This would put them in a better
position to evaluate proposals made by management
and discharge their duties effectively as directors of
the Company.

During the course of the year, the Board in consultation
with the company secretary had facilitated relevant
training programmes for directors.

Facility visits were also organised to the Company's water
treatment plants as a way of induction to new directors
in order to gain actual knowledge of the Group's core
business operations.
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The directors who held office during the financial year under review attended the following training programmes,

respectively:

Name of Director Course Attended

1. Y.Bhg. Dato’ Mohamed Feisal Bin Ibrahim i
(Resigned as Director w.e.f. 15 March 2010)

Board Effectiveness: Understanding the Roles and Functions
of the Nominating and Remuneration Committees.

2.  Y.M. Tengku Dato’ Seri Hasmuddin i
Bin Tengku Othman
ii.

Corporate Governance Guide - Towards Boardroom
Excellence
Principles and Current Development of REITs

3. Y. Bhg. Datuk Hj Hasni Bin Harun i

FRS 139 Financial Instruments : Recognition and Measurement
FRS 132 Financial Instruments : Presentation FRS 7 Financial
Instruments : Disclosure

Key Amendments on the Directors' Obligation under the
Listing Requirements of Bursa Malaysia Securities Berhad and
Understanding the Directors’ Obligation: Board Effectiveness
& Managing Risk (with reference to the Corporate Governance
Guide: Toward Boardroom Excellence)

4. Encik Ahmad Jauhari Bin Yahya i

International Water Conference organized by Singapore
International Water Week Pte. Ltd.

5. Encik Bahari Bin Hamzah

Corporate Governance Guide - Towards Boardroom
Excellence

6. Encik Razali Bin Abdul Aziz
(Resigned as Director ii.
w.e.f. 16 November 2009)

Financial Reporting During Financial Turbulence.
Corporate Governance Guide - Towards Boardroom
Excellence.

7. Encik Lim Chee Siong i
(Resigned as Director
w.e.f. 16 November 2009)

Corporate Governance Guide - Towards Boardroom
Excellence.

Re-election and Re-appointment

The Articles of Association require all directors to retire
from office at least once in every three (3) years. In
addition to this provision, one third (1/3) of the board
of directors for the time being shall retire by rotation
at each Annual General Meeting (AGM) together with
any directors appointed since the last AGM. A retiring
Director, if eligible and so desires, stands for re-election
at the AGM.

Pursuant to the Companies Act, 1965, the election and
re-election of each Director of a public listed company
is to be voted upon individually at the AGM. However,
the Articles of Association allows, unless there is

objection from the shareholders, for the motion on the
appointment of two (2) or more persons as directors
to be carried by a single resolution.

At this forthcoming Ninth (9th) AGM of the Company,
Encik Bahari Bin Hamzah shall retire and being eligible,
has offered himself for re-election.

Directors who are over seventy (70) years of age are
required to submit themselves for re-appointment,
annually, at every AGM in accordance with Section
129(6) of the Companies Act 1965. Y. Bhg. Dato" Wira
Syed Abdul Jabbar Bin Syed Hassan will be seeking
appointment under the said provision at this AGM.
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COMMITTEES

The Board has established an effective committee
structure to assist in the discharge of its responsibilities.

Board Committee

The Board Committees comprising members of the
Board are the Audit Committee and the Nomination and
Remuneration Committee (the Principal Committees).
The terms of reference of the Audit Committee and the
Nomination and Remuneration Committee comply with
the provisions of the revised Code and the Main LR.

Management Committee

The Management Committees are the Risk Management
Committee, Management Committee and Tender Award
Committee.

The powers and authorities of the Risk Management
Committee, formerly vested in a Board Committee, had
been delegated to a management committee.

During the course of the year, the Board had resolved to
disband the Executive Committee (EXCO), comprising
the Company's management and representative of
MMC Corporation Berhad (MMC), the holding company.
A Management Committee was established in its place.
The Management Committee assumes the function
of the EXCO and comprises the heads of the various
departments within the Group. The Management
Committee is chaired by the CEO and is a working
committee of the Company and not conferred with any
financial limits of authority.

A Tender Award Committee, comprising the Chairman
of the Company, the CEO and a representative of MMC,
is @ management committee established by the Board
with the responsibility of overseeing the process of
awarding contracts by the Group.

The terms of reference of all these Committees are
reviewed on a reqgular basis by the Board to ensure its
effectiveness and relevance with the changing needs
of the Group. The terms of reference were last
reviewed in October 2009 and November 2009.

The minutes of all the Committee’s meetings, recording
of its findings, decisions and recommendations are
furnished to the Board at every quarterly Board
meetings.

A brief overview of the Board Committees and
Management Committees and their key functions are
set out below:

Committees  Key functions

i) Audit Toreview andreport to the Board
Committee on the Group's results, audit and
internal control procedures.

ii)  Nomination To recommend to the Board

and the remuneration of Directors
Remuneration and senior management.
Committee To recommend to the Board

the appointments of Directors
on the Board and Committees
and, senior management
appointments.

iii) Tender Award
Committee

Responsible for overseeing the
process of awarding contracts
by the Group and authorised by
the Board to review, deliberate,
approve and award tenders for
the value from RM50,001 to
RM500,000 only.

To identify, evaluate and manage
the significant risks, involving
both present and potential risks,
faced by the Group.

iv) Risk
Management
Committee

v) Management
Committee

To discuss all detailed operational,
commercial and financial issues
and, implement the strategies of
the Group, as a whole.

Board Committees

i) Audit Committee
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 40 to 44 of this Annual
Report.
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ii)

Nomination and Remuneration Committee
In line with the revised Code, the Nomination and Remuneration Committee is composed exclusively of Non-Executive
Directors with a majority of members being independent directors.

The Nomination and Remuneration Committee comprised the following members during the year under review:

No. of

Meetings

Position Attended
Encik Bahari Bin Hamzah Chairman, Independent Non-Executive Director 30f3
Y.M. Tengku Dato' Seri Hasmuddin Independent Non-Executive Director 30f3

Bin Tengku Othman

Y. Bhg. Datuk Hj Hasni Bin Harun Non-Independent Non-Executive Director 30f3

There were three (3) Nomination and Remuneration Committee Meetings held during the financial year under
review.

The Committee is empowered to make recommendations to the Board on the appointments of new executive
and non-executive directors by evaluating and assessing the suitability of candidates for Board membership.
However, all decision on appointments of directors 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 year, the Committee reviewed and recommended the appointment of the Chief Executive Officer
of the Company which was approved by the Board on 2 November 2009.

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.

Management Committees

i)

Risk Management Committee (RMC)
The RMC comprised the following members as at the date of this Annual Report:

Member Position

Encik Anuar Bin Kasim CEO & Chairman of RMC

Encik Mohamad Syadli Bin Saringat Manager, Marketing, Group

Encik Ibrahim Bin Sulaiman Assistant General Manager, SWC

Puan Sarazin Binti Sheikh Mustafa Risk Manager, MMC Corporation Berhad
Ms. Woon Sze Theen Chief Financial Officer

Encik Razali Bin Abdul Aziz Chief Operating Officer (COO), Group

(resigned as COO as at 25 February 2010)

There were four (4) Risk Management Committee Meetings held during the year under review, whereby three (3)
meetings were held as board committee meetings and one (1) meeting held as a management committee meeting.
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ii) Tender Award Committee (TAC)
The TAC comprised the following members as at the date of this Annual Report:

Member Position

Y. Bhg. Dato’ Mohamed Feisal Bin Ibrahim Chairman

(resigned as Director w.e.f. 15 March 2010)

Encik Anuar Bin Kasim CEO

Encik Anwar Syahrin Bin Ajib representative of MMC

There were seven (7) TAC Meetings held during the year under review.

iii) Management Committee Meeting (MCM)
The Management Committee, established on 16 November 2009, comprised the following members as at the date
of this Annual Report:

Member Position

Encik Anuar Bin Kasim CEO & Chairman of MCM

Encik Lim Chee Siong General Manager, Corporate & Procurement, Group

Ms. Woon Sze Theen Chief Financial Officer, Group

Encik Mohd Hanafiah Bin Zamri General Manager, SWC

Encik Bahrawi Bin Yusof @ Yusop General Manager, SWT

Pn. Juliana Binti Dato’ Othman Said Manager, Human Resources, IT & Administration, Group
Encik Mohamad Syadli Bin Saringat Manager, Marketing, Group

Encik Razali Bin Abdul Aziz COO, Group

(resigned as COO w.e.f. 25 February 2010)

One (1) MC Meeting was held during the year under review since its establishment.

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.

Directors' Remuneration
The remuneration packages of Directors of the Company for the financial year ended 31 December 2009 are

shown below:
Benefits
Director Salaries Bonus Allowances Fees EPF In Kind Total
RM’'000 RM'000 RM'000 RM’'000 RM'000 RM'000 RM'000
Executive 151 14 - - 20 - 185
Non-Executive - 39 64 455 51 19 628
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The number of Directors whose remuneration falls within the following bands are as follows:

Range of Remuneration
RM50,000 and below

Executive Non-Executive

RM50,001 - RM100,000

RM100,001 - RM150,000

RM150,001 - RM200,000

RM350,001 - RM400,000

Investors and Shareholders Relationship

The Board recognises the importance of representing
and promoting the interests of its shareholders and
that it has overall accountability and responsibility for
oversight and control of the Company's performance
and conformance capabilities.

The timely release of Interim Results which are
announced on a quarterly basis provide shareholders
and investors a regular, detailed update of the
Company's performance during the financial year
so as to make informed investment decision. The
Annual Report is also one of the principal means of
communicating with the Company's shareholders.

Further improvements had been made to the Company's
website (www.airb.com.my) during the financial year in
compliance to the Main LR which requires the website
to contain the contact details of designated persons,
current news, other information relevant to investors
and announcements made through Bursa Securities.

AGM

The Board encourages shareholders to attend the
Company's AGM and exercise their right to vote. Past
AGMs of the Company have been well attended by
shareholders which the Board perceives as the principal
forum for dialogue with its shareholders.

The Board provides adequate time for the shareholders’
guestion and answer session where the Board account
for the performance of the Company and the Group and
other matters relevant to the business and operations
of the Company.

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.

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 15.26(a) of the Main LR is set out on
page 46 of this Annual Report.
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Internal Control

The Directors have responsibility for the system of
internal control that covers all aspects of the business
and is part of an ongoing risk management process.
In recognition of that responsibility, the Directors set
policies and seek regular assurance that the system of
internal control is operating effectively.

Whilst the Directors acknowledge their responsibility
for maintaining a sound system of internal control and
for reviewing its effectiveness, the Directors are also
aware that such a system cannot totally eliminate risks
and thus there can never be an absolute assurance
against the Group failing to achieve its objectives or a
material loss arising.

The Internal Auditors of the Company reporting directly
to the Audit Committee provides objective assurance
and advice on risk management and control. The Board
confirms that procedures providing an ongoing process
for identifying, evaluating and managing the principal
risks faced by the Group have been put in place for the
financial year and up to the date of the approval of the
Annual Report.

During the course of the year, the new members
of the Risk Management Committee chaired by the
CEO and supported by a Risk Coordinator had taken
steps to enhance the existing risk management
process, consistency in assessment and reporting and
create greater transparency around the risk of non-
compliance. Graphics that set out the Goup's risk profile
and any significant changes between the reporting
periods have been designed to give an overall view of
all the principal risks areas affecting the Group.

Strategic, operational, financial, information technology,
legal & reqgulatory risk areas are all within the scope
of these activities which also include identifying,
evaluating and managing the related risks. The Group's
risk profile is submitted to the Audit Committee on a
quarterly basis.

The Directors' Statement on the State of Internal
Control of the Group pursuant to Paragraph 15.26 (b) of
the Main LR is set out on pages 38 to 39 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 year under review, the Committee
held two (2) meetings 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 their
role in relation to the external auditors are set out on
pages 40 of the Annual Report.

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 revised Code during the financial
year under review.

The Statement on Corporate Governance is made
in accordance with the resolution of the Board of
Directors dated 9 March 2010.



Additional Compliance Information

In compliance with the Main LR, 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 Relating to Loan
During the financial year under review, there were no material
contracts relating 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 year under review.

Options, Warrants or Convertible Securities

Pursuant to the Corporate and Debt Restructuring Schemes
of RNC Corporation Bhd, Aliran lhsan 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 year under review.

There was a conversion of 2,504,320 existing RCULS into
2,504,320 ordinary shares of RM 1.00 each in Aliran Ihsan
Resources Berhad during the financial year under review.

The present outstanding RCULS stands at 40,412,213 as at
the end of the financial year under review.

Imposition of Sanctions / Penalties

There were no sanctions and/or penalties imposed on the
Company and its subsidiaries, directors or management by
the relevant regulatory authorities during the financial year
under review.

Non-Audit Fees

The amount of non-audit fees incurred for services rendered
tothe Company or its subsidiaries for the financial year by the
Company's auditors amounted to RM15,000 for the issuance
of quarterly review and quarterly report for the 3rd quarter
period ended 30 September 2009.

Variations on Results

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

Profit Estimate, Forecast or Projection

The Company did not make any public release on the profit
estimate, forecast or projection during the financial year
under review.

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

Revaluation of Landed Property
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 year under review are disclosed
in Note 28 to the Financial Statements.
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The Board of Directors 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, reqgulations, 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.
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Key Elements of Internal Control

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, evaluating 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.

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.

Other Key Elements of Internal Controls
Other key elements of the Group's system of internal controls are:

. During the year under review, the majority of the Audit Committee comprises 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;
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. Delegation of responsibilities to Board committees within the definition of terms of reference and organization
structure;

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

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

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

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

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

. Establishment of Tender Award Committee to evaluate significant expenditure to ensure reliability and integrity
in the transactions and proper approval by the Board for significant contract amounts. Post implementation
review conducted for effectiveness of expenditure.

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 this Statement of Internal Control pursuant to paragraph 15.23 of the Bursa Malaysia
Securities Berhad Main Market Listing Requirements 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 year 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 of Directors dated 9 March 2010.
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Audit Committee Report

Membership

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

Y.M. Tengku Dato' Seri Hasmuddin Bin Tengku Othman - Chairman, Independent Non-Executive Director
Y. Bhg. Datuk Hj Hasni Bin Harun - Non-Independent Non-Executive Director

Encik Bahari Bin Hamzah - Independent Non-Executive Director

Meetings

The Committee convened 4 times during the financial year 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 year

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

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

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

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

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

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

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

In respect of the quarterly and year end financial statements, reviewed the Company's compliance with the Listing
Requirements of Bursa Malaysia Securities Berhad and other relevant legal and requlatory requirements;

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

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

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; and

Reviewed the internal audit reports on quarterly basis to ensure adequate corrective actions taken on reported
weaknesses.

Terms of Reference

1. Objectives
The Audit Committee shall report to the Board on the activities, findings and recommendations of the Committee.
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The Audit Committee will review and report on the following:

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

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);

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

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;

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;

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

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

- significant adjustments arising from the audit;

- the going concern assumption;

- compliance with accounting standards and other legal requirements; and

- compliance with stock exchange

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;

any letter of resignation from the external auditors of the listed issuer;

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

the impact of any proposed changes in accounting principles on future financial statements;

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

the external auditor's management letter and management'’s response;

the effectiveness of the internal control systems;

review any appraisal or assessment of the performance of members of the internal audit function;
approve any appointment or termination of senior staff members of the internal audit functions;

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

consider the major findings of internal investigations and management response;

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

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

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

carry out other assignments as defined by the Board.

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

(@) 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 reference of the Audit Committee;
(c)  The number of Audit Committee meetings held during the financial year and details of attendance of each audit
committee member;
(d)  Asummary 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 or activity 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.
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 member:-
- 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 years' 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 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.

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 and at the cost of the listed issuer:-

(@
(b)
(©
(d

(e)

Have authority to investigate any matter within its terms of reference;
Have the resources which are required to perform its duties;
Have full and unrestricted access to any information pertaining to the listed issuer;

Have direct communications channels with the external auditors and person(s) carrying out the internal audit
function or activity (if any);

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;
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(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)  Atleasttwice ayear the Audit Committee shall meet with the external auditors without executive board members
being present.

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.

One of the 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.

Quorum
A guorum 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.

Summary of Activities of the Audit Committee
The following activities were undertaken by the Audit Committee during the financial year under review:-

a) Reviewed the quarterly unaudited financial results and announcements for the financial quarters ended

31 March 2009, 30 June 2009, 30 September 2009 and 31 December 2009 prior to presentation to the Board
for approval;

b) Reviewed the Annual Report and the draft audited financial statements of the Group for the year ended
31 December 2009 prior to submission to the Board for their consideration and approval;

c) Reviewed the external auditors' reports for financial year ended 31 December 2009 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

9) In respect of the quarterly and year 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.

43



AUDIT COMMITTEE REPORT

44

Statement on Internal Audit Functions

The Audit Committee is supported by an outsourced internal audit function. 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.

Work performed during the year by the internal audit functions to meet the objectives of the internal audit includes:

i) review of the adequacy of the internal controls, the efficiency of operations and ensures compliance with the
established Group's policies and procedures, and the statutory requirement;

i) conduct risk based audit on the Group's operations and reports directly to the Audit Committee on all weakness
on areas reviewed and recommend corrective actions thereto on a quarterly basis.;

iii)  follow-up audits to ensure corrective actions taken by the Management on reported weaknesses; and

iv)  audit with regards to the implementation of Computerized Maintenance Management System.

The total costs incurred for the internal audit function of the Group for financial year 2009 was RM76,990.00.



Statement on Corporate Social Responsibility

The Group is proud of its tradition of contributing to society and
the nation. In providing sustainable supply of quality water, we
are committed to run our businesses in a socially responsible
manner, contributing to the healthy growth and development
of communities in Malaysia. Our approach to corporate social
responsibility (CSR) encompasses sustainable development,
ethics, safety, health, quality and environmental management
and the internal and external management of stakeholder
relationship.

This statement provides an overview of the Group's CSR practices
for the year under review. It looks at four areas (marketplace,
workplace, environment and community) in accordance with the
approach adopted by the Global Reporting Initiative (GRI).

1. Marketplace

The Group place strong emphasis on strengthening
investor relations with existing and potential investors.
Apart from the announcements made to Bursa Malaysia
Securities Berhad, investors are encouraged to access the
Group's corporate website at www. airb.com.my for the
latest developments and information. Site visits to the
Group's water treatment facilities are also conducted from
time to time for investors to deepen their understanding
of the Group's business operations.

The Group serves our clients by providing quality
service, professional and technical competence and
environmentally friendly services. Frequent discussions
and meetings are held with the clients to ensure that
quality services are provided in relation to operational
matters.

The Group is committed to encouraging contractors,
suppliers and partners to adhere to corporate
responsible principles. It has developed environmental
and social criteria in supplier selection and performance
procedures

2. Workplace

Our goal is to provide employees with the opportunities,
resources and environment to allow them to make an
effective contribution to the business. The positive
achievements of the Group can only be possible through
the dedication and hard work of all the employees.

We believe that the employees are the Group's key
assets who create values through their committed and
professional services. The Group's human resource
strategies include diversity in workforce, training and

3.

career development, performance appraisal and rewards,
provision of a healthy and safe work environment,
medical and health care benefits, recreation clubs
as well as fostering an open communication through
Majlis Mesyuarah Bersama in employees-management
relationship.

In the year under review, the Group's employees were
sent to various training courses to enhance and sharpen
their knowledge and skill. The training courses covered
general management, personnel development and health
and safety. In relation to health and safety, we are pleased
to note that there were no fatalities in the workplace of
the Group for the year under review.

Environment

The Group is committed to good environmental practices
in its business operations. The Group's management
in environmental matters are strategise to conserve
resources, protect the environment, reduce pollution and
hazards and manage wastes effectively.

At the work sites of the water treatment facilities, pollution
monitoring and waste management are of primary
importance. The responsible employees are required
to present proper environmental documentation for
inspection on a reqular basis.

On other 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 fromrivers and clogged drains, sweeping and
cleaning staff and water treatment facilities compounds,
villages, mosques and schools especially those near to
the water treatment plants.

Community

The Group 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 which actively
supports organisations and agencies that focus on
education and the needs of senior citizens, orphans,
disadvantaged youths and physically disabled persons.
The Group is proud to be associated with the establishment
of the Albukhary International University, a non-profit
university catering to the poor and less privileged.
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Statement of Directors' Responsibility in
Respect of the Audited Financial Statements

PURSUANT TO PARAGRAPH 15.26(a) OF THE BURSA MALAYSIA SECURITIES BERHAD MAIN MARKET LISTING REQUIREMENTS

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 safequard the assets of
the Group and to prevent and defect 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 year ended 31 December 2009.

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 year.

FINANCIAL RESULTS

Group Company
RM'000 RM'000
Profit for the financial year attributable to equity holders of the Company 30,226 102,827

DIVIDENDS

Dividend paid or declared by the Company since the end of the previous financial period were as follows:-

In respect of the financial year ended 31 December 2009 RM'000

A special franked dividend of 5.40 sen less 25% tax and a special tax exempt dividend of 7.95 sen
on 222,219,522 ordinary shares, paid on 28 July 2009 26,666

A single tier second special dividend of 12 sen on 223,076,022 ordinary shares,
paid on 26 November 2009 26,769

The Directors do not recommend any final dividend in respect of the current financial year.

RESERVES AND PROVISIONS

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

ISSUE OF SHARES AND DEBENTURES
During the financial year, the Company increased its issued and paid-up share capital from RM222,219,522 to RM224,723,842

by way of the issuance of 2,504,320 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 17(c)(ix) to the financial statements.

The Company has not issued any debentures during the financial year.
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REDEEMABLE CONVERTIBLE UNSECURED LOAN STOCKS (“’RCULS")

The movements of the RCULS during the financial year are as follows:

Balance at Balance at
1.1.2009 Issued Conversion 31.12.2009
Principal amount of RCULS of RM1.00 each 42,916,533 - (2,504,320) 40,412,213

SHARE OPTIONS

No options have been granted by the Company to any parties during the financial year to take up unissued shares of the
Company.

No shares have been issued during the financial year by virtue of the exercise of any option to take up unissued shares of
the Company. As at the end of the financial year, 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’ Seri Hasmuddin Bin Tengku Othman

Bahari Bin Hamzah

Datuk Haji Hasni Bin Harun

Ahmad Jauhari Bin Yahya

Lim Chee Siong (Resigned on 16.11.2009)
Razali Bin Abdul Aziz (Resigned on 16.11.2009)

In accordance with the Company's Articles of Association, Dato’ Mohamed Feisal Bin Ibrahim and Encik Bahari Bin Hamzah
retire under Articles 103, 104 and 105, and, being eligible, offer themselves for re-election.

DIRECTORS' INTEREST

According to the register of directors’ shareholdings, the interests of Directors in office at the end of the financial year in
shares of the Company and its related corporations were as follows :-

<———— Number of ordinary shares of RM1.00 each —>

Balance at Balance at
1.1.2009 Bought Sold 31.12.2009
Direct interest in shares of the immediate
holding company, MMC Corporation Berhad
Dato’ Mohamed Feisal Bin Ibrahim 190,000 - - 190,000

No other Directors in office at the end of the financial year held or dealt in shares of the Company and related corporations
during the financial year.
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DIRECTORS' BENEFITS

Since the end of the previous financial period, no Director of the Company has received or become entitled to receive any
benefit (other than Directors’ remuneration and benefit-in-kind received 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 except for certain Directors who received
remuneration from related corporations in their capacities as directors and/or executives of those related corporations.

Neither during nor at the end of the financial year, 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.

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:

(@)  toascertain 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

(b)  toensure 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:

(@)  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

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

(c)  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

(d)  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:

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

(b)  any contingent liability of the Group and of the Company which has arisen since the end of the financial year.
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OTHER STATUTORY INFORMATION (continued)

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 year 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.

In the opinion of the Directors,

(@)  the results of the Group's and of the Company's operations during the financial year have not been substantially
affected by any item, transaction or event of a material and unusual nature other than the reversal of allowance for
debts in contention amounting to RM47,012,000 as disclosed in the income statements; and

(b)  therehasnotarisenin the interval between the end of the financial year 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 year in which this report is made.

HOLDING COMPANIES

The Directorsregard Indra Cita Sdn. Bhd., Seaport Terminal (Johore) Sdn. Bhd. and MMC Corporation Berhad (“MMC") as the
ultimate, penultimate and immediate holding companies of the Company respectively. These companies were incorporated
in Malaysia and MMC is listed on the Main Market of the Bursa Malaysia Securities Berhad.

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,

DATO' MOHAMED FEISAL BIN IBRAHIM TENGKU DATO’ SERI HASMUDDIN
Director BIN TENGKU OTHMAN
Director

19 February 2010
Kuala Lumpur
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Statement by Directors

PURSUANT TO SECTION 169(15) OF THE COMPANIES ACT, 1965

We, DATO" MOHAMED FEISAL BIN IBRAHIM and TENGKU DATO' SERI HASMUDDIN BIN TENGKU OTHMAN, two of
the Directors of ALIRAN IHSAN RESOURCES BERHAD state that, in the opinion of the Directors, the financial statements
set out on pages 55 to 110 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 2009
and of the results and cash flow of the Group and the Company for the financial year ended on that date.

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

DATO' MOHAMED FEISAL BIN IBRAHIM TENGKU DATO' SERI HASMUDDIN
Director BIN TENGKU OTHMAN
Director

19 February 2010
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 55 to 110 are correct.

And | 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 19th day of February
2010

Before me

— — — — ~—
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Independent Auditors' Report

TO THE MEMBERS 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 2009 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 year then ended 31 December 2009, and a summary of
significant accounting policies and other explanatory notes, as set out on pages 55 to 110.

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 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 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.
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 2009 and of their financial performance and cash flows for the year then ended.
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Independent Auditors’ Report (continued)

TO THE MEMBERS OF ALIRAN IHSAN RESOURCES BERHAD

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

(@)  Inouropinion, 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

19 February 2010
Kuala Lumpur
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Consolidated Balance Sheet

Note
ASSETS
Non-current assets
Property, plant and equipment 4
Investment property 5
Investment in associated companies 7
Investment 8
Goodwill on consolidation 9
Deferred tax assets 10
Total non-current assets
Current assets
Inventories 1
Receivables 12
Tax assets 13
Deposits, cash and bank balances 14
Total current assets
TOTAL ASSETS
EQUITY AND LIABILITIES
Equity
Share capital 15
Reserves 16
Equity attributable to equity holders of the Company
Equity portion of Redeemable Convertible Unsecured Loan Stocks 17
Total equity
LIABILITIES
Non-current liabilities
Borrowings 18
Redeemable Convertible Unsecured Loan Stocks 17
Deferred tax liabilities 10
Total non-current liabilities
Current liabilities
Payables 19
Borrowings 18
Tax liabilities 13

Total current liabilities
Total liabilities
TOTAL EQUITY AND LIABILITIES

AS AT 31 DECEMBER 2009

2009 2008
RM'000 RM'000
10,387 9,801
858 869
154,408 228,041
31 31
7,908 7,908
128 4,048
173,720 250,698
520 850
33,861 89,197
5,301 n2
167,557 73,834
207,239 163,993
380,959 414,691
224,723 222,219
89,087 m,889
313,810 334,108
2,925 3,468
316,735 337,576
31 186
38,153 39,670
873 814
39,337 40,670
24,768 31,400
19 81

- 4,964
24,887 36,445
64,224 77115
380,959 414,691

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

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2009

Period from
Year ended 1.7.2007 to
31.12.2009 31.12.2008

Note RM'000 RM'000
Revenue 20 75127 97,225
Cost of sales 20 (33,155) (45,033)
Gross profit 41972 52,192
Allowance for debts in contention no longer required 47,012 -
Other operating income 3,049 16,459
Administration expenses (55,794) (41,282)
Profit from operations 21 36,239 27,369
Finance costs 23 (2,918) (4,253)
33,321 23,116
Share of results of associated companies 8,989 32,233
Profit before taxation 42,310 55,349
Taxation 13 (12,084) (6,348)
Profit for the financial year/period attributable to
equity holders of the Company 30,226 49,001
Earnings per share for profit attributable to
the equity holders of the Company:
- Basic (sen) 24 13.59 22.08
- Diluted (sen) 24 12.33 19.67

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

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2009

Attributable to equity

holders of the Company
Equity

Share Capital Retained portion of Total

capital reserve profits Total RCULS equity

Note RM’'000 RM’'000 RM'000 RM’'000 RM’'000 RM’'000

At 1July 2007 209,398 5,942 55,808 271,148 5,550 276,698
Issuance of shares upon

conversion of RCULS 12,821 - 1152 13,973 (2,128) 1,845

Changes in tax rate - - 14) 14) 46 32

Transfer to capital reserve - 3,450 (3,450) - - -

Profit for the financial period - - 49,001 49,001 - 49,001

At 31 December 2008/

1January 2009 222,219 9,392 102,497 334,108 3,468 337,576
Issuance of shares upon

conversion of RCULS 2,504 - 407 2,91 (543) 2,368

Dividends 25 - - (53,435) (53,435) - (53,435)

Transfer to capital reserve - 2,300 (2,300) - - -

Profit for the financial year - - 30,226 30,226 - 30,226

At 31 December 2009 224,723 1,692 77,395 313,810 2,925 316,735

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

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2009

Period from
Year ended 1.7.2007 to
31.12.2009 31.12.2008

Note RM’'000 RM'000
CASH FLOW FROM OPERATING ACTIVITIES
Profit before taxation 42,310 55,349
Adjustments for:
Allowance for debts in contention 641 22,164
Allowance for debts in contention no longer required (47,012) -
Allowance for doubtful debts - other receivables 1,092 4
Bad debts written off - 2
Depreciation of:
- property, plant and equipment 2,507 3,254
- investment property n 16
Impairment loss on investment in associated companies 14,972 -
Interest income (2,471) (16,167)
Interest expenses 2,837 4130
Management fees (5,185) (7,059)
Profit on disposal of property, plant and equipment - (5)
Property, plant and equipment written off - 1
Share of results of associated companies (8,989) (32,233)
Operating profit before working capital changes 713 29,456
Cash and bank balances restricted for specific purpose (15,295) (867)
Inventories 330 (198)
Receivables 99,736 (41,409)
Payables (6,552) 15,742
Cash generated from operations 78,932 2,724
Tax paid 13 (18,213) (5,074)
Tax refund 13 - 474
Net cash generated from/(used in) operating activities 60,719 (1,876)

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 (continued)

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2009

CASH FLOW FROM INVESTING ACTIVITIES
Dividend received from associated companies
Interest income received
Management fee received from an associated company
Proceeds from disposal of property, plant and equipment
Purchase of property, plant and equipment

Net cash generated from investing activities

CASH FLOW FROM FINANCING ACTIVITIES
Advance from immediate holding company
Dividends paid
Payment of coupon interest on RCULS
Interest expenses paid
Repayment of hire purchase obligations

Net cash used in financing activities

NET INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS BROUGHT FORWARD
CASH AND CASH EQUIVALENTS CARRIED FORWARD

Note

26

27

Period from

Year ended 1.7.2007 to
31.12.2009 31.12.2008
RM’'000 RM’'000
67,650 8,605
1,830 3,463
6,705 6,168

- 5

(2,849) (5,569)
73,336 12,672

4 -

(53,435) -
(2,103) (4,291)

(12) (108)

(81 (184)
(55,627) (4,583)
78,428 6,213
57,874 51,661
136,302 57,874

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 2009

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

~N o0 UM

15
16

18

10

19
18

2009 2008
RM'000 RM'000
471 367

858 869
80,100 80,100
146,135 157,946
227,564 239,282
478 6,996

142 -
99,010 31,026
99,630 38,022
327,194 277,304
224,723 222,219
60,319 10,520
285,042 232,739
2,925 3,468
287,967 236,207
183 73
38,153 39,670
566 812
38,902 40,555
273 400

52 21

- 121

325 542
39,227 41,097
327,194 277,304

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

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2009

Period from

Year ended 1.7.2007 to

31.12.2009 31.12.2008

Note RM’'000 RM’'000

Revenue 20 130,502 18,687
Other operating income 1,105 1,576
Administration expenses (15,051) (3,053)
Profit from operations 21 116,556 17,210
Finance costs 23 (2,829) (4,026)
Profit before taxation 13,727 13,184
Taxation 13 (10,900) (3,291)
Profit for the financial year/period 102,827 9,893

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

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2009

Attributable to equity
holders of the Company

Equity

Share Retained portion of Total

capital profits Total RCULS equity

Note RM’'000 RM'000 RM’'000 RM’'000 RM'000

At 1 July 2007 209,398 (51) 208,887 5,550 214,437
Issuance of shares upon

conversion of RCULS 12,821 1152 13,973 (2,128) 1,845

Changes in tax rate - 14) 14) 46 32

Profit for the financial period - 9,893 9,893 - 9,893

At 31 December 2008/

1January 2009 222,219 10,520 232,739 3,468 236,207
Issuance of shares upon

conversion of RCULS 2,504 407 2,91 (543) 2,368

Dividends 25 - (53,435) (53,435) - (53,435)

Profit for the financial year - 102,827 102,827 - 102,827

At 31 December 2009 224,723 60,319 285,042 2,925 287,967

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

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2009

Period from
Year ended 1.7.2007 to
31.12.2009 31.12.2008

Note RM'000 RM'000
CASH FLOW FROM OPERATING ACTIVITIES
Profit before taxation 13,727 13,184
Adjustments for:-
Bad debts written off - 2
Dividend income (125,317) (1,628)
Depreciation of:
- property, plant and equipment 103 80
- investment property 1 16
Impairment loss on investment in associated companies 11,811 -
Interest income (1,034) (1,452)
Interest expense 2,829 4,026
Management fee (5,185) (7,059)
Operating loss before working capital changes (3,055) (2,831)
Cash and bank balances restricted for specific purpose (15,295) (867)
Receivables 3 (4)
Payables (66) 90
Inter-company balances 19 54
Cash used in operations (18,394) (3,558)
Tax paid 13 (684) (801)
Tax refund 13 - 474
Net cash used in operating activities (19,078) (3,885)
CASH FLOW FROM INVESTING ACTIVITIES
Dividend received from associated companies 67,650 8,605
Dividend received from subsidiary company 46,987 -
Interest income received 1,034 1,452
Management fee received from an associated company 6,705 6,168
Purchase of property, plant and equipment 26 (45) (291)
Net cash generated from investing activities 122,331 15,934
CASH FLOW FROM FINANCING ACTIVITIES
Advances from immediate holding company 4 -
Advances to subsidiary company - (5,049)
Repayment received from subsidiary company 4,995 -
Interest paid 4) 4)
Dividend paid (53,435) -
Payment of coupon interest on RCULS (2,103) (4,291)
Repayment of hire purchase obligations (21) 19)
Net cash used in financing activities (50,564) (9,363)
NET INCREASE IN CASH AND CASH EQUIVALENTS 52,689 2,686
CASH AND CASH EQUIVALENTS BROUGHT FORWARD 15,066 12,380
CASH AND CASH EQUIVALENTS CARRIED FORWARD 27 67,755 15,066

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

31 DECEMBER 2009

1.

64

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 year.

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

The Directors regard Indra Cita Sdn. Bhd., Seaport Terminal (Johore) Sdn. Bhd. and MMC Corporation Berhad (“MMC")
as the ultimate, penultimate and immediate holding companies of the 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 19 February 2010.

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 year.

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"). 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.

Thereis 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 30
respectively.

The attached notes form part of the financial statements.



2.

3.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)
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 the foreseeable future.

Cash flow risk

The Group reviews its cash flow position regularly to manage its exposure to fluctuations in future cash flows associated

with its monetary financial instruments.

SIGNIFICANT ACCOUNTING POLICIES

3.1 Basis of preparation

The financial statements of the Group and of the Company comply with Financial Reporting Standards (“FRSs")

and the provisions of the Companies Act, 1965 in Malaysia.

The financial statements are presented in Ringgit Malaysia, which is the Company's functional currency, and all

values are rounded to the nearest thousand (RM'000) unless otherwise indicated.

3.2 New and revised FRSs, Amendments to FRSs and Issues Committee (“IC") Interpretations that are not

yet effective and have not been early adopted

(i) The Group and the Company have not early adopted the following new and revised FRSs, Amendments

to FRSs and IC Interpretations which have been issued but not yet effective:

FRSs, Amendments to FRSs and IC Interpretations

FRS 3 Business Combinations
FRS 8 Operating Segments
FRS 101 Presentation of Financial Statements

(as revised in 2009)

FRS 123 Borrowing Costs
FRS 127 Consolidated and Separate Financial Statements
FRS 139 Financial Instruments: Recognition

and Measurement

Amendments to FRS1 First-time Adoption of Financial Reporting
and FRS127 Standards and FRS127 Consolidated
and Separate Financial Statements: Cost
of an Investment in a Subsidiary,
Jointly Controlled Entity or Associate

The attached notes form part of the financial statements.

Effective dates

1 July 2010
1 July 2009
1January 2010

1January 2010
1 July 2010
1January 2010

1January 2010
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

3.2 New and revised FRSs, Amendments to FRSs and Issues Committee (“IC") Interpretations that are not

yet effective and have not been early adopted (continued)

(i) The Group and the Company have not early adopted the following new and revised FRSs, Amendments

to FRSs and IC Interpretations which have been issued but not yet effective: (continued)

FRSs, Amendments to FRSs and IC Interpretations

Amendment to FRS132

Amendments to
FRS 139, FRS 7 and
IC Interpretation 9

IC Interpretation 10

Financial Instruments: Presentation

Financial Instruments: Recognition and

Measurement, FRS 7 Financial Instruments:

Disclosures, and IC Interpretation 9
Reassessment of Embedded Derivatives

Interim Financial Reporting and Impairment

Improvements to FRSs (2009)

Amendment to FRS 5

Amendment to FRS 5

Amendment to FRS 7
Amendment to FRS 8
Amendment to FRS 107
Amendment to FRS 108

Amendment to FRS 110
Amendment to FRS 116
Amendment to FRS 117
Amendment to FRS 118
Amendment to FRS 119
Amendment to FRS 123
Amendment to FRS 127
Amendment to FRS 128

Amendment to FRS 134
Amendment to FRS 136

Amendment to FRS 138
Amendment to FRS 138
Amendment to FRS 140

Non-current Assets Held For Sale and
Discontinued Operations

Non-current Assets Held For Sale and
Discontinued Operations

Financial Instruments: Disclosures
Operating Segments
Statement of Cash Flows

Accounting Policies, Changes in Accounting
Estimates and Errors

Events After the Reporting Period

Property, Plant and Equipment

Leases

Revenue

Employee Benefits

Borrowing Costs

Consolidated and Separate Financial Statements

Investments in Associates

Interim Financial Reporting
Impairment of Assets

Intangible Assets
Intangible Assets

Investment Property

The attached notes form part of the financial statements.
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Effective dates

1January 2010
1January 2010

1January 2010

1January 2010

1July 2010

1January 2010
1January 2010
1January 2010
1January 2010

1January 2010
1January 2010
1January 2010
1January 2010
1January 2010
1January 2010
1January 2010
1January 2010

1January 2010
1January 2010

1January 2010
1 July 2010
1January 2010



3. SIGNIFICANT ACCOUNTING POLICIES (continued)

3.2 New and revised FRSs, Amendments to FRSs and Issues Committee (“IC") Interpretations that are not
yet effective and have not been early adopted (continued)

(@

(i)

The Group and the Company have not early adopted the following new and revised FRSs, Amendments
to FRSs and IC Interpretations which have been issued but not yet effective: (continued)

It is anticipated that the adoption of the abovementioned Standards and Interpretations does not have
significant impact on the financial statements of the Group and the Company.

By virtue of the exemption provided for in FRS 139, the possible impact of applying the standard, if any
need not be disclosed.

New and revised FRSs, Amendments to FRSs and IC Interpretations that are not yet effective and not
relevant to the Group and the Company:

FRSs, Amendments to FRSs and IC Interpretations Effective dates

FRS1 First-time Adoption of Financial Reporting 1 July 2010
Standards

FRS 4 Insurance Contracts 1January 2010

Amendment to FRS2  Share-based Payment-Vesting Conditions 1January 2010
and Cancellations

IC Interpretation 9 Reassessment of Embedded Derivatives 1 January 2010

IC Interpretation 11 FRS 2-Group and Treasury Share Transactions 1January 2010

IC Interpretation 12 Service Concession Arrangements 1 July 2010

IC Interpretation 13 Customer Loyalty Programmes 1 January 2010

IC Interpretation 14 FRS 119-The Limit on a Defined Benefit Asset, 1January 2010
Minimum Funding Requirement and their
Interaction

IC Interpretation 15 Agreements for the Construction of Real Estate 1 July 2010

IC Interpretation 16 Hedges of a Net Investment in a Foreign Operation 1 July 2010

IC Interpretation 17 Distributions of Non-cash Assets to Owners 1 July 2010

The attached notes form part of the financial statements.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

3.2

3.3

New and revised FRSs, Amendments to FRSs and Issues Committee (“IC") Interpretations that are not
yet effective and have not been early adopted (continued)

(ii)  New and revised FRSs, Amendments to FRSs and IC Interpretations that are not yet effective and not
relevant to the Group and the Company: (continued)

FRSs, Amendments to FRSs and IC Interpretations Effective dates

Improvements to FRSs (2009)
Amendment to FRS 2 Share-based Payment 1 July 2010

Amendment to FRS 120 Accounting for Government Grants and 1January 2010
Disclosure of Government Assistance

Amendment to FRS 129 Financial Reporting in Hyperinflationary Economies 1January 2010
Amendment to FRS 131 Interests in Joint Ventures 1January 2010

Amendment to Reassessment of Embedded Derivatives 1 July 2010
IC Interpretation 9

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 determines whether a property qualifies as an investment property and has developed
criteria in making that judgement. Investment property is a property held to earn rentals or for capital
appreciation or both. The Group recognises a property as investment property if it generates cash flows
largely independently of the other assets held by the Group.

(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 is only 4 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.

The attached notes form part of the financial statements.



3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

3.3 Significant accounting estimates and judgements (continued)

3.4

(iii)

(iv)

(v)

(vi)

(vii)

Depreciation of investment property

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

Impairment of goodwill

The Group determines whether goodwill is 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 2009 was RM7,908,000 (2008: RM7,908,000). Further
details are disclosed in Note 9.

Impairment of associated companies

The Group determines whether the carrying amount of the investment in associated companies is 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.

Income taxes

Judgement is required in determining the capital allowances and deductibility of certain expenses when
estimating the provision for income taxes. 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.

Allowance for debts in contention

The Group makes allowances for debts in contention based on their assessment of recoverability. Whilst
management'’s judgement is guided by past experiences, judgement is required about the future recovery
of debts. As at 31 December 2009, the Group's gross trade receivables were RM33,609,000 (2008:
RM162,600,000) and the allowance for debts in contention was RM641,000 (2008: RM77,263,000).

Summary of significant accounting policies

(a)

Subsidiary companies and basis of consolidation

(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.

The attached notes form part of the financial statements.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

3.4 Summary of significant accounting policies (continued)

(a)

Subsidiary companies and basis of consolidation (continued)

(ii)

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.

The attached notes form part of the financial statements.
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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 aninterest 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.

The Group recognises income from the investment only to the extent that the Group receives distributions
from accumulated profit of the associated companies arising after date of acquisition. Distributions received
in excess of such profits are regarded as a recovery of investment and are recognised as a reduction of
the cost of the investment.

Goodwill relating to associated companies is 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.

The attached notes form part of the financial statements.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

3.4 Summary of significant accounting policies (continued)

(c)

(d)

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.

Intangible assets

(i)

(ii)

(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, annually or more frequently if events or changes in circumstances indicate that the
carrying value may be impaired. Gains and losses on the disposal of an entity include the carrying
amount of goodwill relating to the entity sold.

Concession rights

Concession rights is stated at cost less impairment loss, if any. Cost comprises the amount paid to
acquire the right to the concession.

Concession rights is not amortised but instead, it is reviewed for impairment, annually or
more frequently if events or changes in circumstances indicate that the carrying value may be
impaired.

In respect of associated company, the carrying amount of concession rights is included in the
carrying amount of the investment in an associated company.

Right to management fees

The right to receive management fees is stated at cost less accumulated impairment loss, if any.
The cost of the right comprises the amount paid to acquire the right, pursuant to an agreement
between an associated company and its previous shareholder to receive management fees from an
associated company at a pre-determined rate on the annual operating revenue of the associated
company.

The right is not amortised but instead, it is reviewed for impairment, annually or more frequently
if events or changes in circumstances indicate that the carrying value may be impaired.

The attached notes form part of the financial statements.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

3.4 Summary of significant accounting policies (continued)

(e)

Property, plant and equipment and depreciation

(i)

(ii)

Assets

All items of property, plant and equipment are initially recorded at cost. Subsequent costs are
included in the asset's carrying amount or recognised as a separate asset, as appropriate, only
when it is probable that future economic benefits associated with the item will flow to the Group
and the cost of the item can be measured reliably. The carrying amount of the replaced part is
derecognised. All other repairs and maintenance are charged to the income statement during the
financial period in which they are incurred.

Subsequent to recognition, property, plant and equipment except for freehold land are stated at
cost less accumulated depreciation and any accumulated impairment losses.

Freehold land has an unlimited useful life and therefore is not depreciated. Capital work in progress
is also not depreciated as this asset is not available for use. Depreciation of other property, plant and
equipment is provided for on a straight-line basis to write off the cost of each asset to its residual
value over the following estimated useful lives:

Number of years

Building 50
Plant and machinery 5
Motor vehicles 5
Equipment, furniture and fixtures 5

Rehabilitation expenditure

Rehabilitation expenditure included in property, plant and equipment comprises direct cost, related
administrative and consultancy cost incurred in relation to the rehabilitation of existing water
treatment plants undertaken by the Group.

The amortisation shall commence from the date of completion of rehabilitation work or when the
assetisready for their intended use. It is amortised over the estimated useful lives or the remaining
useful lives of the concession period, whichever is shorter.

The residual values, useful life and depreciation method are reviewed at each financial year end to
ensure that the amount, method and period of depreciation are consistent with previous estimates
and the expected pattern of consumption of the future economic benefits embodied in the items
of property, plant and equipment.

Anitem of property, plant and equipment is derecognised upon disposal or when no future economic
benefits are expected from its use or disposal. The difference between the net disposal proceeds,
if any and the net carrying amount is recognised in the income statement.

The attached notes form part of the financial statements.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

3.4 Summary of significant accounting policies (continued)

(f)

(9)

(h)

Investment property

Investment property is property which is held or owned to earn rental income or for capital appreciation
or for both. Property that is occupied by the companies in the Group are accounted for as owner-occupied
rather than as investment properties. Investment property is stated at cost less accumulated depreciation
and impairment losses.

Depreciation is charged to the income statement on a straight-line basis over the estimated useful life of
the investment property. The estimated useful life of the building is 50 years.

Investment property is derecognised when either it has been disposed of or when the investment property
is permanently withdrawn from use and no future economic benefit is expected from its disposal. Any gains
or losses on the retirement or disposal of an investment property are recognised in income statement in
the year in which they arise.

Inventories
Inventories are stated at the lower of cost and net realisable value.

Cost is determined using the first-in, first-out basis, which comprises the original cost of purchase plus
the cost of bringing the inventories to their intended location and condition.

Net realisable value is determined based on the estimated selling price in the ordinary course of business
less the costs of completion and selling expenses.

Impairment of non-financial assets

The carrying amounts of the Group's assets, other than inventories and deferred tax assets, are reviewed at
each balance sheet date to determine whether there is any indication of impairment. If any such indication
exists, the asset's recoverable amount is estimated to determine the amount of impairment loss.

For goodwill, assets that have an indefinite useful life and intangible assets that are not yet available
for use, the recoverable amount is estimated on an annual basis or more frequently when indicators of
impairment are identified.

For the purpose of impairment testing of these assets, recoverable amount is determined on an individual
asset basis unless the asset does not generate cash flows that are largely independent of those from
other assets. If this is the case, recoverable amount is determined for the cash-generating unit (*CGU")
to which the asset belongs to. Goodwill acquired in a business combination is, from the acquisition date,
allocated to each of the Group's CGUs, or groups of CGUs, that are expected to benefit from the synergies
of the combination, irrespective of whether other assets or liabilities of the Group are assigned to those
units or groups of units.

The attached notes form part of the financial statements.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

3.4 Summary of significant accounting policies (continued)

(h)

(i)

()

(k)

Impairment of non-financial assets (continued)

An asset's recoverable amount is the higher of an asset's or CGU's fair value less costs to sell and its value
in use. In assessing value in use, the estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments of the time value of money and
the risks specific to the asset. Where the carrying amount of an asset exceeds its recoverable amount,
the asset is considered impaired and is written down to its recoverable amount.

Impairment losses recognised in respect of a CGU or groups of CGUs are allocated first to reduce the
carrying amount of any goodwill allocated to those units or groups of units and then to reduce the carrying
amount of the other assets in the unit or groups of units on a pro-rata basis.

An impairment loss is recognised in the income statement in the period in which it arises. Impairment
loss on goodwill is not reversed in a subsequent period. An impairment loss for an asset other than
goodwill is reversed if, and only if, there has been a change in the estimates used to determine the
asset's recoverable amount since the last impairment loss was recognised. The carrying amount of an
asset other than goodwill is increased to its revised recoverable amount provided that this amount does
not exceed the carrying amount that would have been determined (net of amortisation or depreciation)
had no impairment loss been recognised for the asset in prior years. A reversal of impairment loss for
an asset other than goodwill is recognised in the income statement.

Receivables

Receivables are carried at anticipated realisable value. All known bad debts are written off in the period
in which they are identified. An estimate is made for doubtful debts based on a review of all outstanding
amounts at the period end.

Payables
Payables are stated at cost which is the fair value of the consideration to be paid in the future for goods
and services received.

Interest-bearing borrowings

All bank borrowings are initially recognised at the fair value of the consideration received less directly
attributable transaction costs. After initial recognition, interest bearing borrowings are subsequently
measured at amortised cost using the effective interest method.

The attached notes form part of the financial statements.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

3.4 Summary of significant accounting policies (continued)

0]

(m)

(n)

Provisions

Provisions are recognised when the Group has a present obligation as a result of a past event and it
is probable that an outflow of resources embodying economic benefits will be required to settle the
obligation, and a reliable estimate of the amount can be made. Provisions are reviewed at each balance
sheet date and adjusted to reflect the current best estimate. Where the effect of the time value of money
is material, provisions are discounted using a current pre-tax rate that reflects, where appropriate, the
risks specific to the liability. Where discounting is used, the increase in the provision due to the passage
of time is recognised as a finance cost.

Employee benefits

Short term employee benefits

Wages, salaries, bonuses and social contributions are recognised as an expense in the year in which
the associated services are rendered by employees. Short term accumulating compensated absences
such as paid annual leaves are recognised when services are rendered by employees that increase their
entitlement. Absences such as sick leaves are recognised when the absences occur.

Defined contribution plans

As required by law, companies in Malaysia make contribution for the local employees to the state pension
scheme, the Employees' Provident Fund (“EPF"). Such contributions are recognised as an expense in the
income statement as incurred.

Leases
Classification

A lease is recognised as a finance lease if it transfers substantially to the Group all the risks and rewards
incidental to ownership. Leases of land and buildings are classified as operating or finance leases in the
same way as leases of other assets and the land and buildings elements of a lease of land and buildings are
considered separately for the purposes of lease classification. All leases that do not transfer substantially
all the risks and rewards are classified as operating leases.

Finance leases

Assets acquired by way of hire purchase or finance leases are stated at an amount equal to the lower of
their fair values and the present value of the minimum lease payments at the inception of the leases less
accumulated depreciation and impairment losses. The corresponding liability is included in the balance
sheet as borrowings. In calculating the present value of the minimum lease payments, the discount factor
used is the interest rate implicit in the lease, when it is practicable to determine; otherwise, the Group's
incremental borrowing rate is used. Any initial direct costs are also added to the carrying amount of such
assets.

The attached notes form part of the financial statements.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

3.4 Summary of significant accounting policies (continued)

(n)

(o)

(p)

Leases (continued)

Finance leases (continued)

Lease payments are apportioned between the finance costs and the reduction of the outstanding liability.
Finance costs, which represent the difference between the total leasing commitments and the fair value
of the assets acquired, are recognised in the income statement over the term of the relevant lease so
as to produce a constant periodic rate of charge on the remaining balance of the obligations for each
accounting period.

The depreciation policy for leased assets is in accordance with that for depreciable property, plant and
equipment as described in Note 3.4(e).

Operating leases

Operating lease payments are recognised as an expense on a straight-line basis over the term of the
relevant lease. The aggregate benefit of incentives provided by the lessor is recognised as a reduction of
rental expense over the lease term on a straight-line basis.

Redeemable Convertible Unsecured Loan Stocks (“RCULS")

RCULS are regarded as compound instruments, consisting of a liability component and an equity
component. At the date of issue, the fair value of the liability component is estimated using the prevailing
market interest rate for a similar non-convertible bond. The difference between the proceeds of issue of
the convertible bonds and the fair value assigned to the liability component, representing the conversion
option is included in shareholders’ equity. The liability component is subsequently stated at amortised
cost using the effective interest rate method until extinguished on conversion or redemption whilst the
value of the equity component is not adjusted in subsequent periods.

Under the effective interest rate method, the interest expense on the liability component is calculated
by applying the prevailing market interest rate for a similar non-convertible bond to the instrument. The

differences between this amount and the interest paid is added to the carrying value of RCULS.

Taxation and deferred taxation

Income tax on the results for the financial year comprises current and deferred tax.

Current tax is the expected amount of income taxes payable in respect of the taxable profit for the financial
year and is measured using the tax rates that have been enacted at the balance sheet date.

The attached notes form part of the financial statements.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

3.4 Summary of significant accounting policies (continued)

(p)

(q)

Taxation and deferred taxation (continued)

Deferred tax asset and liability are accounted for using the liability method at the current tax rate in
respect of all temporary differences between the carrying amount of an asset or liability in the balance
sheet and its tax base including unused tax losses and capital allowances.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profit will be
available against which the deductible temporary differences can be utilised. The carrying amount of a
deferred tax asset is reviewed at each balance sheet date. If it is no longer probable that sufficient future
taxable profit will be available to allow the benefit of part or that entire deferred tax asset to be utilised,
the carrying amount of the deferred tax asset will be reduced accordingly. When it becomes probable
that sufficient future taxable profit will be available, such reductions will be reversed.

Revenue recognition
Water treatment activity

Revenue from water treatment activity is measured at the fair value of the consideration recoverable in
accordance with the Concession Agreement (“CA") dated 31 May 1994 entered into between a subsidiary
company, Southern Water Corporation Sdn. Bhd. (“SWC"), and Syarikat Air Johor Sdn. Bhd. (*SAJ") and
it is recognised in the income statement when sale of treated water has been received by the buyer and
it is probable that the economic benefits associated with the transaction will flow to the companies in the
Group.

Management fee income

Management fee income is measured at the fair value of the consideration recoverable in accordance
with an agreement and is recognised at a pre-determined rate on the annual operating revenue of an
associated company.

Dividend income
Dividend income is recognised when the right to receive payment is established.

Other revenues
Other revenues are recognised on the following bases:

Rental income - Rental income is recognised on an accrual basis in accordance with the
substance of the relevant agreement unless collectibility is in doubt.

Interest income - Interestincome is recognised on an accrual basis (taking into account the
effective yield on the assets) unless collectibility is in doubt.

Late payment interest - Inaccordance with the CA, late payment interest is recognised at the Base

Lending Rate of Malayan Banking Berhad on debts outstanding from SAJ
which is in arrears of 30 days and above.

The attached notes form part of the financial statements.



3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

3.4 Summary of significant accounting policies (continued)

(r)

(s)

(t)

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets,
which are assets that necessarily take a substantial period of time to get ready for their intended use or
sale, are added to the cost of those assets until such time as the assets are substantially ready for their
intended use or sale.

All other borrowing costs are recognised in the income statement in the period in which they are
incurred.

Financial instruments

Financial instruments are any contract that gives rise to both a financial asset of one company and a
financial liability or equity instrument of other entities.

Financial instruments carried on the balance sheet include deposit, cash and bank balances, investment,
receivables, payables and borrowings. The particular recognition methods adopted are disclosed in the
individual accounting policy statements associated with each item.

Financial instruments are classified as liabilities or equity in accordance with the substance of the
contractual arrangement. Interest, dividends, gains and losses relating to a financial instrument classified
as liability are reported as expense or income. Distributions to holders of financial instruments classified
as equity are charged directly to equity. Financial instruments are offset when the Group has a legally
enforceable right to set off the recognised amounts and intends either to settle on a net basis, or to realise
the asset and settle the liability simultaneously.

Equity instruments

Ordinary shares are classified as equity. Dividends on ordinary shares are recognised in equity in the
period in which they are declared.

The transaction costs of an equity transaction are accounted for as a deduction from equity, net of tax.
Equity transaction costs comprise only those incremental external costs directly attributable to the equity
transaction which would otherwise have been avoided.

The consideration paid, including attributable transaction costs on repurchased ordinary shares of the
Company that have not been cancelled, are classified as treasury shares and presented as a deduction
from equity. No gain or loss is recognised in the income statement on the sale, re-issuance or cancellation
of treasury shares. When treasury shares are reissued by resale, the difference between the sales
consideration and the carrying amount is recognised in equity.

The attached notes form part of the financial statements.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

3.4 Summary of significant accounting policies (continued)

(u)

(v)

(w)

Cash and cash equivalents

Cash and cash equivalents comprise cash in hand, bank balances, demand deposits, bank overdrafts and
short term, highly liquid investments that are readily convertible to known amounts of cash, which are
subject to an insignificant risk of changes in value.

Contingent liabilities and contingent assets

The Group does not recognise a contingent liability but discloses its existence in the financial statements.
A contingent liability is a possible obligation that arises from past events whose existence will be confirmed
by uncertain future events beyond the control of the Group or a present obligation that is not recognised
because it is not probable that an outflow of resources will be required to settle the obligation. A contingent
liability also arises in the extremely rare circumstance where there is a liability that cannot be recognised
because it cannot be measured reliably.

A contingent asset is a possible asset that arises from past events whose existence will be confirmed by
uncertain future events beyond the control of the Group. The Group does not recognise contingent assets
but discloses its existence where inflows of economic benefits are probable, but not virtually certain.

Non-current assets (or disposal groups) held for sale and discontinued operations

Non-current assets (or disposal groups) are classified as held for sale if their carrying amount will be
recovered principally through a sale transaction rather than through continuing use. This condition is
regarded as met only when the sale is highly probable and the asset (or disposal group) is available for
immediate sale in its present condition subject only to terms that are usual and customary.

Immediately before classification as held for sale, the measurement of the non-current assets (or all the
assets and liabilities in a disposal group) is brought up-to-date in accordance with applicable FRSs. Then,
on initial classification as held for sale, non-current assets or disposal groups (other than investment
properties, deferred tax assets, employee benefits assets, financial assets and inventories) are measured
in accordance with FRS 5 that is at the lower of carrying amount and fair value less costs to sell. Any
differences are included in the income statement.

A component of the Group is classified as a discontinued operation when the criteria to be classified as
held for sale have been met or it has been disposed of and such a component represents a separate major
line of business or geographical area of operations or is a subsidiary company acquired exclusively with
a view to resale.

The attached notes form part of the financial statements.



4. PROPERTY, PLANT AND EQUIPMENT

Equipment,
Plant furniture  Rehabili-
Freehold and Motor and tation Work in

land Building machinery vehicles fixtures expenditure  progress Total
Group RM'000 RM'000  RM'000 RM'000 RM'000 RM'000 RM'000  RM'000
Cost
At1July 2007 1,000 1,606 7,981 1,208 5256 62,723 - 79,774
Additions - - 1,485 466 1776 - 1,955 5,682
Disposals - - - (86) - - - (86)
Written off - - (389) - (43) - - (432)
At 31 December 2008/

1January 2009 1,000 1,606 9,077 1,588 6,989 62,723 1,955 84,938
Additions - - 2,098 324 671 - - 3,093
Reclassification - - 1,955 - - - (1,955) -
At 31 December 2009 1,000 1,606 13,130 1912 7,660 62,723 - 88,031
Accumulated depreciation
At 1 July 2007 - 374 7,622 868 4,492 59,044 - 72,400
Depreciation charge - 49 356 197 609 2,043 - 3,254
Disposals - - - (86) - - - (86)
Written off - - (389) - (42) - - (431)
At 31 December 2008/

1 January 2009 - 423 7,589 979 5,059 61,087 - 75,137
Depreciation charge - 32 979 178 673 645 - 2,507
At 31 December 2009 - 455 8,568 1157 5732 61,732 - 77,644
Net carrying amounts
At 31 December 2009 1,000 1,151 4,562 755 1928 991 - 10,387
At 31 December 2008 1,000 1183 1,488 609 1,930 1,636 1,955 9,801

The attached notes form part of the financial statements.
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4. PROPERTY, PLANT AND EQUIPMENT (continued)

Office Motor

equipment vehicles Total
Company RM'000 RM'000 RM'000
Cost
At 1July 2007 84 - 84
Additions 22 382 404
At 31 December 2008/1 January 2009 106 382 488
Additions 27 180 207
At 31 December 2009 133 562 695
Accumulated depreciation
At 1July 2007 41 - 41
Depreciation charge 28 52 80
At 31 December 2008/1 January 2009 69 52 121
Depreciation charge 24 79 103
At 31 December 2009 93 131 224
Net carrying amount
At 31 December 2009 40 431 47
At 31 December 2008 37 330 367

Included in net carrying amounts of property, plant and equipment of the Group and the Company are motor
vehicles held under hire purchase instalment plans amounting to RM495,000 (2008: RM320,000) and RM296,000
(2008: RM159,000) respectively.

The attached notes form part of the financial statements.
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6.

INVESTMENT PROPERTY

Group/Company

Cost

At 31 December 2008/31 December 2009

Accumulated depreciation

At 1 July 2007
Depreciation charge

Depreciation charge
At 31 December 2009

Net carrying amount
At 31 December 2009

Freehold
land Building Total
RM'000 RM'000 RM'000
360 530 890
- 5 5
- 16 16
At 31 December 2008/1 January 2009 - 21 21
- ll il
- 32 32
360 498 858
360 509 869

At 31 December 2008

(i) The fair values of the investment property is estimated at RM950,000 (2008: RM860,000) based on the
Directors' valuation and assessment of recent transactions of properties of a similar nature and location.

(i) The rental income and operating expenses relating to the investment properties recognised for the financial

year are as follows:

Rental income

Direct operating expenses of revenue generating investment property

INVESTMENT IN SUBSIDIARY COMPANIES

Unguoted shares, at cost

The attached notes form part of the financial statements.

Group/Company
2009 2008
RM'000 RM’'000
72 108
24) (10)
Company
2009 2008
RM'000 RM'000
80,100 80,100

83



6.

84

INVESTMENT IN SUBSIDIARY COMPANIES (continued)

All subsidiary companies were incorporated in Malaysia. Details of the subsidiary companies are as follows:-

Subsidiary companies of the Company

Southern Water Corporation Sdn. Bhd.
("SWC")

RNC Corporations Berhad ("RNC")** @
Subsidiary companies of Southern Water

Corporation Sdn. Bhd.
Southern Water Technology Sdn. Bhd.

Southern Water Engineering Sdn. Bhd.

2009
%

100

100

100

100

Gross equity interest

2008
%

100

100

100

100

Principal activities

Water treatment, rehabilitation of water
treatment plants and construction of water
works for a concession period of 20 years
from 1994 pursuant to the Concession
Agreement (“CA") dated 31 May 1994 entered
into between SWC and SAJ

In liguidation

Construction of waterworks and water
treatment plants

Operation, maintenance and management
of water treatment plants

** The subsidiary company was excluded from the consolidated financial statements as it is under liquidation.
@ The financial statements is not subject to audit as it is under liquidation.

INVESTMENT IN ASSOCIATED COMPANIES

Unquoted shares
At cost

Dividend received out of pre-acquisition profits

Share of post acquisition reserves
Impairment in value of investment

Group Company

2009 2008 2009 2008
RM'000 RM'000 RM'000 RM'000
166,580 166,580 166,580 166,580
(8,634) (8,634) (8,634) (8,634)
157,946 157,946 157,946 157,946
1,434 70,095 - -
(14,972) - (11,811) -
154,408 228,041 146,135 157,946

The attached notes form part of the financial statements.



7. INVESTMENT IN ASSOCIATED COMPANIES (continued)

Group
2009 2008
RM'000 RM’'000
Represented by:
Share of net assets other than goodwill 142,988 201,649
Goodwill on acquisition 1,420 26,392
154,408 228,041

Included in share of results of associated companies is impairment in value of investment of RM14,972,000
(2008: RM Nil) for the financial year.

The summarised financial information of the associates is as follows:

Group
2009 2008
RM'000 RM'000
Assets and liabilities
Current assets 244,696 444,186
Non-current assets 154,630 213,746
Total assets 399,326 657,932
Current liabilities 58,470 148,243
Non-current liabilities 31,039 82,458
Total liabilities 89,509 230,701
Results
Revenue 265,305 365,254
Profit for the financial year/period 22,505 72,637

There are no capital commitments or contingencies relating to the Group's interest in associated companies at balance
sheet date.

The attached notes form part of the financial statements.
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INVESTMENT IN ASSOCIATED COMPANIES (continued)

The associated companies were incorporated in Malaysia. Details of the associated companies are as follows:

Gross equity

interest
2009 2008
Associated companies of the Company % %
Equiventures Sdn. Bhd. (“ESB") 49 49
Strategi Tegas (M) Sdn. Bhd. (“STSB") 30 30

Principal activities

Operation and maintenance of the existing water
treatment and supply facilities as well as the
construction, operation and maintenance of
new water treatment plants for aconcession period
of 20 years from1992 pursuant to the Privatisation
Cum Concession Agreement (“PCCA") dated
28 June 1992 entered into between ESB and
State Government of Johor (*SGJ")

Operation, maintenance and management of
water treatment plants

During the financial year, the Company has carried out impairment reviews on the investment in associated companies.
The recoverable amount is primarily based on the value-in-use calculations using financial projections prepared by the
management for the remaining of the concession period, discounted at an appropriate rate of return at the valuation

date.

The fair valuation of the concession is primarily based on the financial projections prepared by the management and

is premised on the following assumptions:

(i) Production capacity

Production is assumed to be at a growth rate of 4% per annum from the existing production volume.

(ii) Revenue

Revenue is derived from bulk sales rates (“BSR") and fixed monthly payments (“FMP"). The rates are charged

in accordance to the terms of the PCCA.

(iii) Capital expenditure

No capital expenditure will be incurred throughout the remaining concession period.

(iv) Operating expenditure

Operating expenditure is assumed to be at growth rate of 5% per annum over the projection period.

(v) Discount rate

The discount rate used ranges from 9.45% to 10.45% for the remaining concession period.

The attached notes form part of the financial statements.
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9.

INVESTMENT IN ASSOCIATED COMPANIES (continued)
Sensitivity to changes in assumptions

With regard to the assessment of value-in-use of the CGUs units, the management believes that no reasonably possible
change in any of the above key assumptions would cause the carrying values of the units to materially exceed their
recoverable amounts.

INVESTMENT
Group
2009 2008
RM'000 RM'000
Quoted shares in Malaysia, at cost 552 552
Less: Impairment loss (521) (521)
Net carrying amount 31 31
At market value 1 28
GOODWILL ON CONSOLIDATION
Group
2009 2008
RM'000 RM'000
Net carrying amount 7,908 7,908

Key assumption used in value-in-use calculations

The recoverable amount of a cash-generating unit (“CGU") is determined based on value-in-use calculations using cash
flow projections of the subsidiary company for the remainder of the concession period, discounted at an appropriate
rate of return at the valuation date.

The fair valuation of the concession is primarily based on the financial projections prepared by the management and
is premised on the following assumptions:

(i) Production capacity

Production is assumed at above 80% capacity throughout the remaining concession period.

(ii) Revenue
Revenue is derived from bulk sales rates (“BSR") and fixed monthly payments (“FMP") which are charged in
accordance to the terms of the Concession Agreement (“CA").

The attached notes form part of the financial statements.
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GOODWILL ON CONSOLIDATION (continued)
(iii) Capital expenditure

No capital expenditure will be incurred throughout the remaining concession period.

(iv) Operating expenditure

Operating expenditure is assumed to be at growth rate ranging from 3.00% to 5.00% per annum over the
projection period.

(v) Discount rate

The discount rates used were between the lower and upper limits of 10.37% and 11.37% respectively throughout
the remaining concession period.

Sensitivity to changes in assumptions

With regard to the assessment of value-in-use of the CGUs units, the management believes that no reasonably possible
change in any of the above key assumptions would cause the carrying values of the units to materially exceed their
recoverable amounts.

DEFERRED TAXATION

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets
against current tax liabilities and when the deferred taxes relate to the same tax authority. The following amounts,
determined after appropriate offsetting, are shown in the balance sheet:

Group Company
2009 2008 2009 2008
RM’'000 RM'000 RM'000 RM'000
Deferred taxation
Net deferred tax assets/(liabilities) at
1 January 2009/1 July 2007 3,234 2,341 (812) (1,490)
Changes in tax rate - 32 - 32
Realised upon conversion of RCULS 45 342 45 342
Recognised in the income statement (Note 13) (4,024) 519 201 304
Net deferred tax (liabilities)/assets
at 31 December 2009/31 December 2008 (745) 3,234 (566) (812)

The attached notes form part of the financial statements.



10.

1.

DEFERRED TAXATION (continued)

Presented after appropriate offsetting as follows:

Group Company
2009 2008 2009 2008
RM’'000 RM'000 RM’'000 RM'000
Deferred tax assets 128 4,048 - -
Deferred tax liabilities (873) (814) (566) (812)
(745) 3,234 (566) (812)

The components and movements of deferred tax assets and liabilities for the Group during the financial year prior to
offsetting comprise of the following temporary differences:

Book
Allowance depreciation
for debt in and capital
contention RCULS allowances Total
RM’'000 RM'000 RM’'000 RM'000
Group
Balance at 1 January 2009 4,558 (812) (512) 3,234
Recognised in equity
- Realised upon conversion of RCULS - 45 - 45
Recognised in the income statement (Note 13) (4,558) 201 333 (4,024)
Balance at 31 December 2009 - (566) a79) (745)
Company
Balance 1 January 2009 - (812) - (812)
Recognised in equity
- Realised upon conversion of RCULS - 45 - 45
Recognised in the income statement (Note 13) - 201 - 201
Balance at 31 December 2009 - (566) - (566)
INVENTORIES
Group
2009 2008
RM’'000 RM'000
At cost
Chemicals 520 850

The attached notes form part of the financial statements.
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12. RECEIVABLES

Group Company
2009 2008 2009 2008
RM'000 RM'000 RM'000 RM'000
Trade receivable 33,609 162,600 - -
Less: Allowance for debt in contention
At 1January 2009/ 1 July 2007 77,263 55,099 - -
Additions 641 22,164 - -
No longer required (47,012) - - -
Written off (30,251) - - -
At 31 December 2009/31 December 2008 (641) (77,263) - -
32,968 85,337 - -
Other receivables, deposits and prepayments 1,516 1,875 9 12
Less: Allowance for doubtful debts
At 1 January 2009/ 1 July 2007 4 - - -
Additions 1,092 4 - -
Written off (4) - - -
At 31 December 2009/31 December 2008 (1,092) 4) - -
424 1,871 9 12
Due from a subsidiary company - non-trade - - - 4,995
Due from an associated company - trade 469 1,989 469 1,989
33,861 89,197 478 6,996
) Included in trade receivable is the following amounts for which an allowance for debt in contention has been
made:
Group
2009 2008
RM'000 RM'000
(@) Interest on late payment 641 28,750
(b)  Additional chemical cost incurred on raw water treatment - 3,260
(c)  Variation of computation of BSR with SAJ - 44,053
(d)  Fixed monthly payment - 1,200
641 77,263

The attached notes form part of the financial statements.
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13.

RECEIVABLES (continued)

(i) The Group's normal trade receivable credit period in accordance to the CA is 30 days (2008: 30 days).

(iii)  The amount due from subsidiary company is unsecured, interest free and repayable upon demand.

(iv)  The amount due from associated company is unsecured, interest free and has a credit term of 30 days

(2008: 30 days).

(v)  On 21 August 2009, the subsidiary company, SWC and SAJ entered into a Supplemental Agreement to resolve
the dispute on the contractual payment of the outstanding balances.

Total settlement from SAJ amounting to RM132.35 million being the full and final settlement of the dispute
as at 31 December 2008 were received during the financial year. The allowances for debts in contention of

RM47.01 million and RM30.25 million have been reversed and written off in this financial year.

TAXATION
Company
2009 2008 2009 2008
RM’'000 RM'000 RM’'000 RM'000
Net tax (liabilities)/assets at 1 January 2009/

1 July 2007 (4,852) (2,585) (121 124
Taxation charged for the financial year/period (8,060) (6,867) 11,101 (3,595)
Payment made during the financial year/period 18,213 5,074 684 801
Tax deducted at source - - 10,680 3,023
Tax refund received during the financial year/period - (474) - (474)
Net tax assets/(liabilities) at 31 December 2009/

31 December 2008 5,301 (4,852) 142 (121
Disclosed as:-

Tax assets 5,301 12 142 -
Tax liabilities - (4,964) - (121
5,301 (4,852) 142 (121

The attached notes form part of the financial statements.
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TAXATION (continued)

The taxation expenses comprise:

Malaysian taxation

- Based on results for the financial year/
period

- Overprovision in prior period

Deferred taxation (Note 10)

- Based on results for the financial year/
period

- (Over)/ under provision in prior period

- Crystallisation of temporary difference
on RCULS

Group
Period from
Year ended 1.7.2007 to
31.12.2009 31.12.2008

Company
Period from
Year ended 1.7.2007 to
31.12.2009 31.12.2008

RM'000 RM'000 RM'000 RM'000
8,196 7,239 1,207 4149
(136) (372) (106) (554)
8,060 6,867 1,101 3,595
4,560 (306) - -
(335) 91 - -
(201) (304) (201 (304)
4,024 (519) (201) (304)
12,084 6,348 10,900 3,291

Tax savings from utilisation of unused capital allowances and tax losses of the Group amounted to RM86,000

(2008: RM Nil).

The attached notes form part of the financial statements.



13.

TAXATION (continued)
Reconciliation of tax expenses with accounting profit:
Group Company

Period from Period from
Year ended 1.7.2007 to Year ended 1.7.2007 to
31.12.2009 31.12.2008 31.12.2009 31.12.2008

RM’'000 RM'000 RM'000 RM'000
Profit before taxation and before share
of results of associated companies 33,321 23,116 13,727 13,184
Tax at the current income tax rate at 25%
(2008: 26%) 8,330 6,010 28,432 3,428
Tax at different statutory income tax rate
of certain subsidiary companies - (26) - -
Tax effects in respect of:
- Effects on changes in tax rate - 162 - -
- Tax savings from utilisation of unused
business losses brought forward (86) - - -
- Coupon interest on RCULS 82 120 82 120
- Depreciation of non-qualifying property,
plant and equipment 175 27 17 14
- Impairment loss on investment in
associated companies 3,743 - 2,953 -
- Non-allowable expenses 330 336 179 287
- Single-tier dividend income - - (20,650) -
Deferred tax liabilities not recognised 19) - ) (4)
(Over)/under provision in prior period
- Income tax (136) (372) (106) (554)
- Deferred tax (335) 91 - -
12,084 6,348 10,900 3,291

The attached notes form part of the financial statements.
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DEPOSITS, CASH AND BANK BALANCES

Group Company
2009 2008 2009 2008
RM'000 RM'000 RM'000 RM'000
Short term deposits with licensed banks 49,743 26,418 20,092 14,092
Deposits on trust account 31,255 15,960 31,255 15,960
Cash and bank balances 86,559 31,456 47,663 974
167,557 73,834 99,010 31,026

The deposits on trust account of RM31,255,000 (2008: RM15,960,000) were deposited by the Company in conjunction

with the terms of the RCULS as disclosed in Note 17(c)(xiii).

Included in short term deposits with licensed banks are the following amounts pledged for banking facilities:

Group
2009 2008
RM'000 RM'000
Bank guarantee issued in favour of:
- Tenaga Nasional Berhad 3114 2,687
- Maintenance bond for SAJ 1,000 1,008
Bank overdraft 5,829 5,415
SHARE CAPITAL
2009 2008
Number of Number of
shares shares 2009 2008
Group/Company RM’'000 RM'000 RM'000 RM'000
Authorised
Ordinary shares of RM1 each 1,000,000 1,000,000 1,000,000 1,000,000
Issued and fully paid
Ordinary shares of RM1 each
At 1January 2009/1 July 2007 222,219 209,398 222,219 209,398
Issuance of shares upon conversion of RCULS 2,504 12,821 2,504 12,821
At 31 December 2009/31 December 2008 224,723 222,219 224,723 222,219

The attached notes form part of the financial statements.
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17.

RESERVES
Group Company
2009 2008 2009 2008
RM'000 RM'000 RM'000 RM'000
Non-distributable
Capital reserve 11,692 9,392 - -
Distributable
Retained profits 77,395 102,497 60,319 10,520
89,087 111,889 60,319 10,520

Capital reserve

This represents sinking fund which has been appropriated from retained profits of the subsidiary company, SWC,
annually to absorb the cost of major rehabilitation which may be required in the future.

Retained profits

Prior to year of assessment 2008, Malaysian companies adopted the full imputation system. In accordance with
the Finance Act, 2007 which was gazetted on 28 December 2007, companies shall not be entitled to deduct tax on
dividend paid, credited or distributed to its shareholders, and such dividends will be exempted from tax in the hands of
the shareholders (“Single Tier System”). However, there is a transitional period of six years, expiring on 31 December
2013, to allow companies to pay franked dividends to their shareholders under limited circumstances. Companies also
have anirrevocable option to disregard the Section 108 balance and opt to pay dividends under the single tier system.
The change in the tax legislation also provides for the Section 108 balance to be locked-in as at 31 December 2007 in
accordance with Section 39 of the Finance Act, 2007.

During the financial year, the Company has elected for the irrevocable option to disregard the Section 108 balance
and opted to move to the single tier system. Hence, the Company will be able to distribute dividends out of its entire
retained profits as at 31 December 2009 under the single tier system.

REDEEMABLE CONVERTIBLE UNSECURED LOAN STOCKS (“RCULS")

(@)  The movements of the RCULS during the financial year are as follows:

Balance at Balance at
1.1.2009 Issued Conversion 31.12.2009

Principal amount of RCULS
of RM1.00 each 42,916,533 - (2,504,320) 40,412,213

The attached notes form part of the financial statements.
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17. REDEEMABLE CONVERTIBLE UNSECURED LOAN STOCKS (“RCULS") (continued)

(b)

96

The liability component and the equity component of the RCULS have been apportioned to reflect the fair value
of the conversion option and its liability element. The RCULS is accounted for in the balance sheets of the Group

and the Company as follows:

Nominal values of RCULS

Equity component, net of deferred tax

Deferred tax liabilities

Liability component at date of issuance

The movement of the liability component of
RCULS during the year/period was as follows:

At 1January 2009/1 July 2007

Converted to ordinary shares

Interest recognised in the income statement
At 31 December 2009/31 December 2008

The movement of the equity component of RCULS during the year/

period was as follows:

At 1 January 2009/1 July 2007
Converted to ordinary shares

Changes in tax rate

At 31 December 2009/31 December 2008

Group/Company
2009 2008
RM'000 RM'000
40,412 42,917
(2,925) (3,468)
(975) (1,156)
36,512 38,293

Group/Company
2009 2008
RM'000 RM'000
39,670 50,005
(2,323) (11,503)
806 1,168
38,153 39,670
3,468 5,550
(543) (2,128)
- 46
2,925 3,468

Interest expense on the RCULS is calculated on the effective yield basis by applying the coupon interest of
7.545% per annum for an equivalent non-convertible bond to the liability component of the RCULS.

The attached notes form part of the financial statements.



17. REDEEMABLE CONVERTIBLE UNSECURED LOAN STOCKS (“RCULS") (continued)
The salient terms of the 7-year, 5% RCULS 2004/2011 at nominal value of RM1 are as follows:

(c)

(i)

(i)

(iii)

(iv)

(v)

(vi)

(vii)

(viii)

(ix)

Status

The RCULS constitute direct, unsubordinated and unsecured obligations of the Company.

Redeemability

Conversion before maturity of the RCULS is at the option of the RCULS holders. Unless otherwise converted,
the RCULS will be redeemed for cash at its nominal value on maturity.

Coupon rate

The Company shall, until the maturity date of the RCULS, pay the RCULS holders interest in cash on the
RCULS at the rate of 5% on each interest payment date in arrears.

Maturity
The date falling on the seventh (7th) anniversary of the date of issue of the RCULS.

Tenure

The RCULS has a tenure of seven (7) years from and including the date of issue.

Conversion price

The conversion price for the RCULS is fixed at RM1.00 per one (1) new share in the Company by tendering
RM1.00 nominal value of RCULS for cancellation.

Conversion period

The RCULS is convertible into new Company's share at anytime before maturity.

Form and denomination

The RCULS isissued in global bearer form and constituted by a trust deed. The RCULS is in denominations
of RM1.00 each.

Ranking of new shares

The new shares to be issued upon conversion of the RCULS shall rank pari passu in all respects with the
then existing shares except that such new shares will not rank for final dividends in respect of any particular
financial year if the conversion date of the RCULS is after the close of the financial year irrespective of
the date when such final dividend is declared, made or paid. Additionally, the new shares allotted and
issued upon the exercise of the conversion right shall not rank for any rights, dividends, allotments or
other distribution if the conversion date of the RCULS is after the record date for such rights, allotments
or distributions.

The attached notes form part of the financial statements.
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REDEEMABLE CONVERTIBLE UNSECURED LOAN STOCKS (“RCULS") (continued)

(c)

The salient terms of the 7-year, 5% RCULS 2004/2011 at nominal value of RM1 are as follows: (continued)

(x) Rights of RCULS holders on liquidation

In the event of liquidation of the Company (except for the purpose of a reconstruction or amalgamation
the terms of which have been approved in writing by the trustee and by a special resolution), whether
voluntary or by order of court, then the amount which is due and payable by the Company to the RCULS
holders shall be RM1.00 for each RCULS of RM1.00 nominal value held together with any interest accrued
thereon, if any. The RCULS holders shall rank pari passu with all other unsecured and unsubordinated

creditors of the Company.

(xi) Restriction on dividends

No dividends shall be payable to the shareholders of the Company unless an aggregate of 14.3% per annum
(being100% divided by the tenure of the RCULS) of the nominal value of the RCULS is converted into new
shares, repurchased, cancelled or otherwise satisfied by the Company each financial year during the tenure
of the RCULS. Should there be any shortfall in the conversion of the RCULS in any one financial year or
prior financial years, the Company may only pay dividends if it deposits an amount in cash equivalent to

the shortfall in conversion into a sinking fund.

(xii) Trust deed

The RCULS was constituted by a trust deed executed between the Company and a trustee, who acts for

the benefit of the RCULS holders.

(xiii) Sinking fund

The Company shall create a sinking fund account to be operated and maintained by the trustee for the
deposit by the Company of any shortfall in the conversion amount pursuant to the Restriction on Dividends
as disclosed in Note 17(c)(xi). Any amounts deposited in the sinking fund account shall be used to redeem

the RCULS upon maturity.

(xiv) Public quotation
The RCULS was listed on the Bursa Malaysia Securities Berhad on 15 March 2005.

The attached notes form part of the financial statements.



18. BORROWINGS

Group Company
2009 2008 2009 2008
RM'000 RM'000 RM'000 RM’'000
Secured

Hire purchase obligations
- non-current 31 186 183 73
- current 19 81 52 21
430 267 235 94

(i) Implicit interest rate of hire purchase obligations ranges from 4.45% to 6.75% (2008: 4.45% to 6.70%) per
annum.

(ii)  Hire purchase obligations

Group Company
2009 2008 2009 2008
RM'000 RM'000 RM'000 RM'000
Minimum lease payments
- Not later than 1year 138 93 62 25
- Later than1year and
not later than 5 years 340 197 201 78
478 290 263 103
Less: unexpired finance charges (48) (23) (28) 9
430 267 235 94
Present value of hire purchase obligation
payable:
- Not later than 1year 19 81 52 21
- Later than1year and not later
than 5 years 3N 186 183 73
430 267 235 94

The attached notes form part of the financial statements.
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19. PAYABLES

Group Company
2009 2008 2009 2008
RM'000 RM'000 RM'000 RM'000
Trade payables 24,211 27,825 - -
Other payables and accruals 455 3,393 152 218
Coupon interest on RCULS payables 98 182 98 182
Due to immediate holding company - non-trade 4 - 4 -
Due to a subsidiary company - non-trade - - 19 -
24,768 31,400 273 400

i) The normal trade credit period granted to the Group ranges from 30 to 90 days (2008: 30 to 90 days) or such
other period as negotiated with the suppliers.

(i) The amounts due to immediate holding company and subsidiary company are unsecured, interest free and
repayable upon demand.

20. REVENUE AND COST OF SALES

Group Company
Period from Period from
Year ended 1.7.2007 to Year ended 1.7.2007 to
31.12.2009 31.12.2008 31.12.2009 31.12.2008

RM'000 RM'000 RM'000 RM'000
Revenue
Dividend income - - 125,317 11,628
Management fee 5185 7,059 5,185 7,059
Revenue from water treatment 69,942 90,166 - -
75127 97,225 130,502 18,687
Cost of sales
Revenue from water treatment 33,155 45,033 - -

The attached notes form part of the financial statements.
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21.

REVENUE AND COST OF SALES (continued)

Included in the revenue from water treatment activity is the following difference with its customer, SAJ:

Group
Period from
Year ended 1.7.2007 to
31.12.2009 31.12.2008
RM'000 RM'000

Revenue in dispute - 9,460

The difference is attributable mainly to the disagreement between the subsidiary company, SWC and SAJ over the
base year rate used in determining the BSR charged by SWC pursuant to the CA.

During the financial year, SAJ had made full payment on the disputed amount as disclosed in Note 12.

PROFIT FROM OPERATIONS

The following items have been charged/(credited) in arriving at profit from operations:

Group Company
Period from Period from
Year ended 1.7.2007 to Year ended 1.7.2007 to
31.12.2009 31.12.2008 31.12.2009 31.12.2008

RM'000 RM'000 RM'000 RM'000

Allowance for debt in contention 641 22,164 - -
Allowance for doubtful debts - other receivables 1,092 4 - -
Auditors' remuneration
- statutory audit 85 104 27 33
- other services 15 - 15 -
Bad debts written off - 2 - 2
Contribution for Albukhary International

University 20,000 - - -
Depreciation of:
- property, plant and equipment 2,507 3,254 103 80
- investment property 1l 16 1 16
Directors’ emoluments (Note 22) 1,402 1,559 795 980
Impairment loss on investment in associated

companies 14,972 - 11,811 -

The attached notes form part of the financial statements.
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PROFIT FROM OPERATIONS (continued)

Interest income:

- fixed deposit and others

- late payment interest income

Loss on liquidation of subsidiary company

Property, plant and equipment written off

Profit on disposal of property, plant and
equipment

Rental income from investment property

Rental of premises

Rental of equipment

Staff costs

- Salary, bonus and allowance

- Employees' Provident Fund

- Other employee benefits

DIRECTORS' EMOLUMENTS

Directors of the Company
Present

Fees

Other emoluments:

- Salary, bonus and allowance
- Employees' Provident Fund

The attached notes form part of the financial statements.

Group Company
Period from Period from
Year ended 1.7.2007 to Year ended 1.7.2007 to
31.12.2009 31.12.2008 31.12.2009 31.12.2008
RM'000 RM'000 RM'000 RM'000
(1,830) (3,463) (1,034) (1,452)
(641) (12,704) - -
- 7 - -
- ‘] - -
- (5) - -
(72) (108) (72) (108)
15 58 36 54
4 2 - -
6,285 7,058 811 539
709 715 95 61
687 801 103 85
Group Company
Period from Period from
Year ended 1.7.2007 to Year ended 1.7.2007 to
31.12.2009 31.12.2008 31.12.2009 31.12.2008
RM'000 RM'000 RM'000 RM'000
360 416 360 416
80 424 80 424
39 92 39 92
479 932 479 932



22. DIRECTORS' EMOLUMENTS (continued)
Group Company

Period from Period from
Year ended 1.7.2007 to Year ended 1.7.2007 to
31.12.2009 31.12.2008 31.12.2009 31.12.2008

RM'000 RM'000 RM'000 RM'000
Past
Fees 95 - 95 -
Other emoluments:
- Salary, bonus and allowance 189 78 189 15
- Employees' Provident Fund 32 6 32 1
- Gratuity - 188 - 32
316 272 316 48
795 1,204 795 980
Directors of the subsidiary companies
Fees - - - -
Other emoluments:
- Salary, bonus and allowance 539 317 - -
- Employees’ Provident Fund 68 38 - -
607 355 - -
1,402 1,559 795 980

The estimated monetary value of other benefits not included in the above received by the Directors of the Company
and subsidiary companies were RM18,600 (2008: RM15,900) and RM300 (2008: RM9,480) respectively.

The attached notes form part of the financial statements.
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23. FINANCE COSTS
Group Company

Period from Period from
Year ended 1.7.2007 to Year ended 1.7.2007 to
31.12.2009 31.12.2008 31.12.2009 31.12.2008

RM'000 RM'000 RM'000 RM'000

Bank overdraft interest - 83 - -
Hire purchase interest 12 25 4 4
Amortisation on liability component of RCULS 806 1,168 806 1,168
Coupon interest on RCULS 2,019 2,854 2,019 2,854
2,837 4,130 2,829 4,026

Bank charges 81 123 - -
2,918 4,253 2,829 4,026

24. EARNINGS PER SHARE
(i) Basic earnings per share

The basic earnings per share of the Group for the financial year/period is calculated based on the profit
after taxation divided by the weighted average number of ordinary shares in issue during the financial year/

period:
Group
2009 2008
Profit attributable to equity holders of the Company (RM'000) 30,226 49,001
Weighted average number of ordinary shares in issue (‘000) 222,479 221,963
Basic earnings per share (sen) 13.59 22.08

(ii)  Diluted earnings per share

For the purpose of calculating diluted earnings per share, the profit for the financial year and the weighted
average number of ordinary shares in issue during the financial year have been adjusted for the effects of the
dilutive potential ordinary shares from the conversion of all the outstanding RCULS. The amount of profit for
the financial year is adjusted by the after-tax effect of coupon interest and amortisation on liability component
of RCULS recognised during the financial year which will be saved on conversion of all outstanding RCULS into
ordinary shares. The adjusted weighted average number of ordinary shares is the weighted average number of
ordinary shares in issue during the financial year plus the weighted average number of ordinary shares which
will be issued on conversion of all the outstanding RCULS into ordinary shares. The RCULS is assumed to have
been converted into ordinary shares at the date of the issue of the RCULS.

The attached notes form part of the financial statements.
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24. EARNINGS PER SHARE (continued)

(ii) Diluted earnings per share (continued)

Group
2009 2008
Profit attributable to shareholders (RM'000) 30,226 49,001
Coupon interest (RM'000) 1,596 2,232
Amortisation on liability component of RCULS,
net of deferred taxation (RM'000) 604 864
32,426 52,097
Weighted average number of ordinary shares in issue (‘000) 222,479 221,963
Adjustment to assume conversion of all outstanding RCULS (‘000) 40,412 42,917
Adjusted weighted average number of ordinary shares in issue (‘000) 262,891 264,880
Diluted earnings per share (sen) 12.33 19.67
25. DIVIDENDS
The dividends declared and paid by the Company are as follows:-
2009
Dividend Amount of
per share dividend
net of tax net of tax
sen RM'000
In respect of the financial year ended 31 December 2009
- A special franked dividend of 5.40 sen less 25% tax and a special tax
exempt dividend of 7.95 sen on 222,219,522 ordinary shares, paid on
28 July 2009 12.00 26,666
- Asingle tier second special dividend of 12 sen on 223,076,022 ordinary
shares, paid on 26 November 2009 12.00 26,769
53,435

The attached notes form part of the financial statements.
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PURCHASE OF PROPERTY, PLANT AND EQUIPMENT

Group Company
Period from Period from
Year ended 1.7.2007 to Year ended 1.7.2007 to
31.12.2009 31.12.2008 31.12.2009 31.12.2008

RM'000 RM'000 RM'000 RM'000
Additions to property, plant and equipment 3,093 5,682 207 404
Financed by hire purchase (244) 113) 162) 1M3)
2,849 5,569 45 291
CASH AND CASH EQUIVALENTS
Group Company
2009 2008 2009 2008
RM'000 RM'000 RM'000 RM'000
Represented by:
Deposits with licensed banks 49,743 26,418 20,092 14,092
Deposits on trust account 31,255 15,960 31,255 15,960
Cash and bank balances 86,559 31,456 47,663 974
167,557 73,834 99,010 31,026
Less: Restricted for specific purpose (Note 14) (31,255) (15,960) (31,255) (15,960)
136,302 57,874 67,755 15,066

SIGNIFICANT RELATED PARTY DISCLOSURES

In addition to related party disclosure mentioned elsewhere in the financial statements, set out below are the Group's
other significant related party disclosures:-

(i) Related party relationships

Related parties are parties in which one party has the ability to control the other party or exercise significant
influence over the other party in making financial and operating decisions. Related parties of the Group

include:

(@)  The holding companies of the Company, as disclosed in Note 1.

(b)  The subsidiary companies of the Company, as disclosed in Note 6.

(c)  The associated companies of the Company, as disclosed in Note 7.

(d)  Direct andindirect subsidiary companies of MMC Corporation Berhad who provides consolidated financial

statements for public use and thus no disclosure of its subsidiaries were made.

The attached notes form part of the financial statements.



28. SIGNIFICANT RELATED PARTY DISCLOSURES (continued)
(ii)  Significant related party transactions

In the normal course of business, the Company undertakes on agreed terms and prices, the following transactions
with its related parties.

Group Company
Period from Period from
Year ended 1.7.2007 to Year ended 1.7.2007 to
31.12.2009 31.12.2008 31.12.2009 31.12.2008

RM’'000 RM'000 RM'000 RM'000

Advance to SWC - - - 5,049
Advance from immediate holding

company, MMC 4 - 4 -
Dividend income received from:
- ESB - - 66,150 7,105
- STSB - - 1,500 1,500
- SWC - - 46,987 -
Management fee received and receivable

from STSB - - 5,185 7,059
Repayment received from SWC - - 4,995 -
Rental expenses paid to SWC - - 36 54
Rental income received from ESB - - 72 108

Information regarding outstanding balances arising from related party transactions as at 31 December 2009
and 31 December 2008 are disclosed in Note 12 and Note 19.

(iii) Compensation of key management personnel
The members of key management are the Directors and Chief Executive Officer (“CEQ") of the Company and
their compensation are stated as follows:
Group Company
Period from Period from
Year ended 1.7.2007 to Year ended 1.7.2007 to
31.12.2009 31.12.2008 31.12.2009 31.12.2008

RM'000 RM'000 RM'000 RM'000

Fees 455 416 455 416
Salaries, bonuses and allowances 884 819 269 439
Employees’ Provident Fund 146 136 14l 93
Other employee benefits - 188 - 32
1,485 1,559 795 980

The attached notes form part of the financial statements.
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SIGNIFICANT RELATED PARTY DISCLOSURES (continued)
(iii) Compensation of key management personnel (continued)
The estimated monetary value of other benefits not included in the above received by the Directors, CEO of the
Company and subsidiary companies were as follows:
Group Company

Period from Period from
Year ended 1.7.2007 to Year ended 1.7.2007 to
31.12.2009 31.12.2008 31.12.2009 31.12.2008

RM'000 RM'000 RM'000 RM'000

CEO 2 - - -
Directors 19 25 19 16
21 25 19 16

COMMITMENTS

Capital commitments at the end of the financial year are as follows:

Group
2009 2008
RM'000 RM'000
Authorised and contracted:
- Property, plant and equipment 889 6,511

FINANCIAL INSTRUMENTS
Credit risk

Credit risk arises when sales are made on deferred credit terms. The Group's credit risk is concentrated on a single
customer, SAJ, and the terms of payments are stated in the concession agreement with SAJ.

At present, the Group's sole customer is SAJ and, due to their sole dependency on SAJ for revenue, any late or non-
payments arising may have an adverse impact on the cash flow and/or profits of the Group.

The maximum exposure to credit risk is represented by the carrying amounts of the financial assets in the balance
sheet.

Interest rate risk

Other than those disclosed in the financial statements, the effective yield of short term deposits with licensed banks
ranges from 1.75% to 3.50% (2008: ranges from 2.70% to 3.60%) per annum.

The maturity period on the short term deposits ranges from 1to 12 months (2008: 1 to 12 months).

The attached notes form part of the financial statements.



30.

FINANCIAL INSTRUMENTS (continued)

Fair values

The following methods and assumptions are used to determine the fair value of each of the financial assets or liabilities
for which it is practicable to estimate their values:

(0

()

(iii)

(iv)

(V)

(vi)

(vii)

Cash and cash equivalents, other receivables, other payables, amount due from subsidiary companies, amount
due from holding company, and short term borrowings

The carrying amounts of these amounts approximate their fair values due to their short term nature.

Investment
The fair value of quoted shares is its market value at the balance sheet date as disclosed in Note 8.

Investment in subsidiary/associated companies

The fair values of the investment in subsidiary and associated companies are determined based upon the
discounted cash flow method, which have no significant differences with the net carrying amounts as disclosed
in Note 6 and Note 7 respectively.

Trade receivable

The Group is exposed to a significant concentration of credit risk on amount due from SAJ as at 31 December
2009.

Trade payables and amount due from associated companies

The carrying values of these amounts approximate their fair values because these are subject to normal trade
credit terms and due to their short term nature.

Borrowings

The fair value of long-term borrowings is estimated based on the current rates available for borrowings with the
similar maturity profile. The carrying amount of the long-term borrowings at balance sheet date approximates
their fair values.

RCULS
Group
Nominal Fair
value value
RM'000 RM'000
RCULS in Malaysia 40,412 52,132

The fair value of RCULS is their market price at the balance sheet date.

The attached notes form part of the financial statements.

109



31.

32.

33.

10

MATERIAL LITIGATIONS

On 12 December 2006, a subsidiary company of the Company, SWC has initiated legal proceeding against SAJ for the
default payment on the amount outstanding amounting to approximately RM75,000,000 as at 7 December 2006.

On11June 2007, the High Court awarded judgement for the sum of approximately of RM73,000,000 in favour of SWC.
SAJ has appealed against the judgement.

On 21 August 2009, SWC and SAJ entered into a Supplemental Agreement to resolve the dispute on the contractual
payment of the outstanding balances as at 31 December 2008.

Total settlement from SAJ amounting to RM132.35 million being the full and final settlement of the dispute as at
31 December 2008 was received during the financial year.

SUBSEQUENT EVENT

Subsequent to the balance sheet date, the Company increased its issued and paid-up share capital from RM224,723,842
to RM231,449,142 by the issuance of 6,725,300 new ordinary shares of RM1.00 each upon conversion of RCULS.

The ranking of the new shares are as disclosed in Note 17(c)(ix).

SEGMENTAL REPORTING

The Group operates principally within the water industry and in the state of Johor Darul Takzim, Malaysia, therefore
no segmental information is presented.

The attached notes form part of the financial statements.



Authorised Share Capital
Issued and Fully Paid - Up Capital :
Class of Share
Voting rights

Analysis of Shareholdings

: 1,000,000,000 (Ordinary Shares)

RM235,948,642 (Ordinary Shares)
Ordinary Shares of RM1 each fully paid

. 1vote per ordinary share

ANALYSIS BY SIZE OF ORDINARY SHAREHOLDINGS

AS AT 23 MARCH 2010

No. of % Over No. of % Over
Size of Shareholdings Shares Total Shares Holders Total Holders
1-99 3,615 0.00 n3 5.41
100 - 1,000 371,527 0.16 1,311 62.82
1,001-10,000 1,996,661 0.85 490 23.48
10,001 -100,000 4,191,837 177 130 6.23
100,001 - 11,797,431 64,131,398 2718 42 2.01
1,797,432 and above 165,253,604 70.04 1 0.05
Total 235,948,642 100.00 2,087 100.00
SUBSTANTIAL SHAREHOLDERS
No. Name Shareholdings %
1. Mayban Nominees (Tempatan) Sdn Bhd 165,253,604 70.04
Maybank Investment Bank Berhad for MMC Corporation Bhd (280352)
THIRTY LARGEST SHAREHOLDERS
No. Name Shareholdings %
1. Mayban Nominees (Tempatan) Sdn Bhd 165,253,604 70.04
Maybank Investment Bank Berhad for MMC Corporation Bhd (280352)
2. Effective Strategy Sdn Bhd 11,000,000 4.66
3. Masyhur Klasik Sdn Bhd 6,825,024 2.89
4. Enigma Kreatif Sdn Bhd 6,700,958 2.84
5. Tanah Maju Sdn Bhd 6,000,000 2.54
6. Amanahraya Trustees Berhad 5,722,500 2.43
Public Dividend Select Fund
Info Masyhur Sdn Bhd 4,337,669 1.84
8. Amanahraya Trustees Berhad 3,654,100 1.55
Public Enhanced Bond Fund
9. Sujana Jaya Sdn Bhd 3,386,439 1.44
10. Tegak Megah Sdn Bhd 3,386,439 1.44

m



ANALYSIS OF SHAREHOLDINGS

AS AT 23 MARCH 2010

20.

21.

22.
23.

24.

25.

26.

27.
28.
29.

30.

n2

Name
Focusrex Sdn Bhd
Fasa Mahsuri Sdn Bhd

BHLB Trustee Berhad
PB Euro Pacific Equity Fund

Mayban Securities Nominees (Tempatan) Sdn Bhd
Pledged Securities Account for Shaiha binti Mahmud @ Mohd Ali (Rem 851-margin)

Rajendra A/L Murugasu

Young Swee Choon

Teo Kim Lan

Amanahraya Trustees Berhad

Public Smallcap Fund

Public Nominees (Tempatan) Sdn Bhd

Pledged Securities Account for Cheam Heng Ming (E-KTN/RAU)
CIMSEC Nominees (Tempatan) Sdn Bhd

Pengurusan Danaharta Nasional Berhad for Austral Amalgamated Berhad
CIMSEC Nominees (Tempatan) Sdn Bhd

Pengurusan Danaharta Nasional Berhad for Powerful Zone Sdn Bhd
Azila binti Ahmad

Mayban Nominees (Tempatan) Sdn Bhd

Long Hen Wee

Ke-Zan Nominees (Asing) Sdn Bhd

Pledged Securities Account for Chang, Tzung-Yaur @ Eddy Chang
Amsec Nominees (Tempatan) Sdn Bhd

Fulcrum Asset Management Sdn Bhd for Corporateview Sdn Bhd
ECML Nominees (Tempatan) Sdn Bhd

Fulcrum Asset Management Sdn Bhd for Corporateview Sdn Bhd (009)
Cheong Siew Park

Raja Hizaruddin bin Raja Nong Chik

CIMSEC Nominees (Tempatan) Sdn Bhd

Pengurusan Danaharta Nasional Berhad for Quaint Finesse Element Sdn Bhd

Wong Fuei Boon

Shareholdings
1,676,843
1,000,000
994,800

928,000

625,000
619,500
590,000
529,500

515,000

499,800

443,872

417,800
406,000

300,800

285,635

285,635

267,500
258,976
253,100

240,300

%
0.71
0.42
0.42

0.39

0.26
0.26
0.25
0.22

0.22

0.21

0.19

0.18
017

013

0.12

0.12

o
o
0.10

0.10



Analysis of RCULS Holders

AS AT 23 MARCH 2010

ANALYSIS BY SIZE OF RCULS* HOLDINGS

SIZE OF RCULS HOLDINGS

No. of % Over No. of % Over

RCULS Total RCULS Holders Total Holders
1-99 402 0.00 9 6.52
100 - 1,000 17,344 0.06 75 54.35
1,001-10,000 129,064 0.44 30 2174
10,001 -100,000 629,432 216 16 1.60
100,001 - 1,459,369 1,832,171 6.28 5 3.62
1,459,370 and above 26,579,000 91.06 3 217
Total 29,187,413 100.00 138 100.00

* Redeemable Convertible Unsecured Loan Stocks 2004/2011

THIRTY LARGEST SHAREHOLDERS

No. Name Shareholdings %
1. Mayban Nominees (Tempatan) Sdn Bhd 10,579,000 36.25
Mayban Trustees Berhad for Public Bond Fund (N14011960380)
2. Amanahraya Trustees Berhad 9,000,000 30.84
PB Fixed Income Fund
3. Amanahraya Trustees Berhad 7,000,000 2398
Public Select Bond Fund
4. Mayban Nominees (Tempatan) Sdn Bhd 1,050,589 3.60
Maybank Investment Bank Berhad for MMC Corporation Bhd (280352)
5. Inter-Pacific Securities Sdn Bhd 236,582 0.81
IVT (AO2)
6. Goh Siew Cheng 200,000 0.69
Mayban Nominees (Tempatan) Sdn Bhd 200,000 0.69
Nge Too Fong @ Wu Tho Fong
Khor Kar Hor 145,000 0.50
Mayban Nominees (Tempatan) Sdn Bhd 100,000 0.34
Maybank Investment Management Sdn Bhd for Malayan Banking Berhad (GRM-230592)
10. Tan Tiong Ann 100,000 0.34

13



ANALYSIS OF RCULS HOLDERS

AS AT 23 MARCH 2010

20.
21.
22.

23.
24.

25.
26.
217.
28.
29.
30.

14

Name

HLG Nominees (Tempatan) Sdn Bhd
Exempt An for BDO Capital Consultants Sdn Bhd

Tan Mooi Sin
Onn Ping Lan
Lam Yoke Ching
Ong Kuee Hwa

Public Nominees (Tempatan) Sdn Bhd
Pledged Securities Account for Lim Lee Foon (E-SS2)

Choo Lye Hock
Chan Tuck Meng

CIMSEC Nominees (Tempatan) Sdn Bhd
Pledged Securities Account for Tan Khay Tien (K. Terengganu-CL)

TA Centre Berhad
Gulf Rubber (M) Sdn Bhd

CIMSEC Nominees (Tempatan) Sdn Bhd
Danaharta Managers Sdn Bhd

Luxchem Trading Sdn Bhd

Mayban Nominees (Tempatan) Sdn Bhd
Pledged Securities Account for Tan Eu Kheng

Hussin bin Rani

Lim Soon Kim

Lim Poh Yian

Mohammad Ahmad bin Drs. Nasrul
Arthur Andersen Hrm Holdings Sdn Bhd
Choo Lee Tiang

Shareholdings
97934

53,713
49,100
32,000
30,000
30,000

23,000
20,000
20,000

17,897
17,080
14,807

12,901
1,000

10,000
10,000
9,900
9,000
8,752
8,000

%
0.34

0.18
07

omn
0.10
0.10

0.08
0.07
0.07

0.06
0.06
0.05

0.04
0.04

0.03
0.03
0.03
0.03
0.03
0.03



Properties of the Group

Address Acquisition Date  Tenure Land Description & Age of Net Book Value
Area Existing Used Building @31.12.2009

(Sg. M) RM'000

No. 2 Persiaran 65C 28 August 1995 Freehold 190 4 storey office 12 years 2,151

Pekeliling Business Centre building used

Jalan Pahang Barat as corporate

53000 Kuala Lumpur head office

No. 1G, 1A and 1B 26 January 2007 Freehold 164 3 storey office 9 years 858

Jalan Bukit Desa 5
Taman Bukit Desa
56100 Kuala Lumpur

building used
as associated
company office

15



& Total number of proxy(ies) appointed
AlRue Proportion of his holdings to be Proxy 1 Proxy 2
R represented by each proxy
——— % %
’zl_"::ﬁ‘i—.;.‘i- -
Aliran Ihsan Resources Berhad (s04096-1) Total number of ordinary shares held PrOXy Forl I l
(Incorporated in Malaysia) CDS Account No.

I/We

(block letters)
of

being a member(s) of the abovenamed Company, hereby appoint

of

or failing him/her, the Chairman of the Meeting as my/our proxy to vote for me/us on my/our behalf at the Ninth Annual
General Meeting of the Company to be held at Nirwana Ballroom, Lower Lobby, Crowne Plaza Mutiara Kuala Lumpur,
Jalan Sultan Ismail, 50250 Kuala Lumpur on Monday, 3 May 2010 at 10.30 a.m. and any adjournment thereof. My/our
proxy is to vote as indicated below.

Ordinary Resolutions m

Ordinary Business

To receive the Audited Financial Statements and Reports of the Directors and the Auditors | 1
for the financial year ended 31 December 2009.

To re-elect the following Director who retires pursuant to Article 103 of the Articles of | 2

Association of the Company and being eligible, offers himself for re-election:
+ Encik Bahari Bin Hamzah

To consider and if thought fit, to pass the following resolution: 3

“That Y. Bhg. Dato’ Wira Syed Abdul Jabbar bin Syed Hassan, a Director whose office shall
become vacant at the conclusion of the Annual General Meeting (“AGM") pursuant to Section
129(2) of the Companies Act, 1965 (“Act"”), be and is hereby appointed as a Director of the
Company pursuant to Section 129(6) of the Act, to hold office until the conclusion of the next AGM."

To re-appoint Messrs. Peter Chong & Co. as Auditors of the Company until the conclusion of | 4
the next Annual General Meeting and to authorize the Directors to fix their remuneration.

Special Business
To approve the payment of Directors' fees of RM455,000 for the financial year ended 31 December 2009.

To authorize the Directors to allot and issue shares in the Company pursuant to Section 132D
of the Companies Act, 1965.

Special Resolution Against

Proposed Amendments to the Articles of Association of the Company. 7 ‘ ‘

(Please indicate with an “X" in the space above how you wish your votes to be cast. If no specific direction as to voting is
given, the proxy will vote or abstain from voting at his/her discretion)

Signature of Member/Common Seal of Shareholder Signed this day of 2010

Notes:

1. A member of the Company who is entitled to attend and vote at this Meeting is entitled to appoint a proxy to attend and vote in his stead. A proxy need not
be a member of the Company and the provision of Section 149(1) (b) of the Companies Act, 1965 shall not apply. The instrument appointing a proxy shall be
in writing under the hand of the appointer or of his attorney duly appointed under a Power of Attorney or if such appointer is a corporation, either under its
common seal or under the hand of an officer or an attorney duly appointed under a Power of Attorney. The instrument appointing a proxy shall be deemed to
confer authority to demand or join in demanding a poll.

2. A member of the Company may appoint up to two (2) proxies to attend the same meeting. Where the member of the Company appoints two (2) proxies, the
appointment shall be invalid unless the member specifies the proportion of his shareholding to be presented by each proxy.

3. Where a member of the Company is an authorised nominee as defined under the Securities Industry (Central Depositories) Act, 1991, it may appoint at least
one (1) proxy in respect of each Securities Account it holds with ordinary shares of the Company standing to the credit of the said Securities Account.

4. A corporation may by resolution of its Director or other governing body, if it is a member of the Company, authorize such person as it thinks fit to act as its
representative and a person so authorised shall be entitled to exercise the same powers on behalf of the corporation as the corporation could exercise if it
were an individual member of the Company.

5. The instrument appointing a proxy must be deposited at the Company’s Registrar, Tricor Investor Services Sdn Bhd (Company No.118401-V) at Level 17,
The Gardens North Tower, Mid Valley City, Lingkaran Syed Putra, 59200 Kuala Lumpur not less than forty-eight (48) hours before the time set for holding the
Meeting or at any adjournment thereof.
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