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SALCON BERHAD 
Company No. 593796-T 

(Incorporated in Malaysia) 
 
SUMMARY OF THE KEY MATTERS DISCUSSED AT THE FIFTEENTH ANNUAL 
GENERAL MEETING OF THE COMPANY HELD AT VICTORIAN BALLROOM, LEVEL 1, 
HOLIDAY VILLA HOTEL & CONFERENCE CENTRE, 9 JALAN SS12/1, 47500 SUBANG 
JAYA, SELANGOR DARUL EHSAN, ON WEDNESDAY, 27 JUNE 2018 AT 10.30 A.M. 

 
1.0 The Chairman invited questions from the shareholders of the Company and proxies on 

the Audited Financial Statements for the financial year ended 31 December 2017, 
together with the Reports of the Directors and Auditors thereon.  
 

2.0 The enquiries raised by the shareholders of the Company and proxies were as follows:- 
 

(a) The Group had recognised an impairment loss on goodwill for its investment in 
Beijing Xinlian Yitong Technology Co Ltd (“BXYT”) amounting to RM6.74 million. 
BXYT had made a loss of RM1.2 million due to high operating costs and no 
revenue contribution from the operation for the financial year 2017. The rationale 
for venturing into the China e-commerce tourism via investment in BXYT and the 
future plan for this investment. 
 

(b) The computation for a total loss after minority interest of RM0.6 million recorded 
by BXYT. 

 

(c) The main contributors for a loss before tax of RM34.8 million posted by the 
Group for the financial year 2017.  

 

(d) The Group’s future business direction under Malaysia’s new government. 
 

(e) The Company’s future plans on the treasury shares arising from the share buy-
back exercise. 

 

(f) Reasons for the decrease in the Group’s cash and cash equivalents from 
RM215.941 million for the preceding financial year 2016 to RM133.811 million for 
the financial year 2017. 

 

(g) The impact of the revision of Goods and Services Tax (“GST”) rate from 6% to 
0% effective from 1 June 2018 to the Group. 

 

(h) The Board’s clarification on the higher expenses incurred by the Group for the 
financial year 2017. 

 

(i) Whether the profits from discontinued operations were in respect of the disposal 
of the Group’s concession in China. 

 

(j) Whether the Group had completely exited from the China e-commerce tourism 
business. 

 

(k) Updates of the Group’s property development and the unsold units in Res280.  
 

(l) Under the Malaysian Budget 2018, the government had allocated RM1.4 billion 
for the non-revenue water (“NRW”) reduction and control programme. The 
details of the NRW programme and whether the tendering process had started. 
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3.0 Dato’ Leong Kok Wah (“Dato’ Leong”), the Executive Director of the Company, and Mr 
Law Woo Hock, the Chief Financial Officer of the Company, addressed the above 
enquiries on behalf of the Board as follows: 

 
(a) The Group had always focused on its Engineering and Construction Division. 

However, due to the volatility of the water and wastewater industry in Malaysia 
and the intense competition faced in tendering for new projects, the Group had to 
diversify its business activities to enhance its sustainability and improve the 
Group’s earnings base. One of the diversification projects that the Group had 
undertaken was the collaboration between BXYT and Alitrip, a unit of the Alibaba 
group, whereby BXYT was appointed the exclusive operator of the online tourism 
and marketing platform, namely Malaysian Tourism Pavilion (“MTP”). The Group 
through MTP was expected to provide a platform for Malaysian travel trade 
players to get a bigger slice of the Chinese outbound tourist market. However, 
MTP did not receive the expected positive response from the tourists from China 
after two years in operation, due mainly to stiff competition from other platforms 
which were able to offer higher discounts and better rates. As BXYT could not 
sustain its competitive advantage and in order to ensure efficient management of 
the Group’s resources and also the interest of shareholders, the Group had 
made the decision to cease the operation of BXYT with effect from April 2018. 
 

(b) For the financial year 2017, BXYT recorded a total loss after tax of RM1.2 million 
and a total loss after minority interest of RM0.6 million in view of the Company’s 
effective ownership of 51% in BXYT.  

 

(c) The losses incurred by the Group for the financial year 2017 were primarily due 

to the following reasons:- 

 

(i)  The appreciation of Ringgit Malaysia against foreign currencies in the 

financial year 2017 had resulted in the Group recording an unrealised 

foreign exchange loss of RM8.8 million, particularly in respect of the 

cash consideration received by the Group from its disposal of 

concessions in China a few years ago, the cash of which was currently 

kept in United States dollars, Renminbi and Singapore dollars with the 

financial institutions.  

(ii)  Provision of a one-off legal claim relating to a sewerage contract in 

Sabah. The Company’s subsidiary, Salcon Engineering Berhad, was 

unsuccessful in a lawsuit against Terra Environment Management Sdn 

Bhd in respect of the said contract, which resulted in the provision of a 

penalty sum of RM3.0 million. However, the case had now been 

resolved.  

(iii)  Recognition of an impairment loss on goodwill of RM6.74 million for the 

Group’s investment in BXYT. 

 

(d) The Group expected a better transparency and governance under Malaysia’s 
new Government, especially in the project tendering process. As regards to the 
water issue in Selangor, the new Selangor Menteri Besar’s main priority would 
be on water supply issues and this would provide opportunities to the Group to 
secure more water and waste water projects, moving forward. Management 
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would continue to work very hard on developing strategies to secure more 
projects for the Group.  

 

(e) In relation to the treasury shares, the Company had bought back shares to 
stabilise the share price traded on Bursa Malaysia Securities Berhad (“Bursa 
Securities”) and would continue to buy back shares if need be. The Board would 
consider to re-sell the treasury shares if the price is reasonable and attractive in 
accordance to the relevant rules of Bursa Securities. 

 
(f) For the financial year 2017, the Group’s cash and cash equivalents had reduced 

by approximately RM82 million due to the following payments:- 

 

(i) Operating activities 

- RM36 million was used for additional working capital and losses 

incurred. 

 

(ii) Investing activities 

- RM17 million was utilised to fund the Company’s 20% investment in 

Eco World-Salcon Y1 Pty Ltd for a property development project in 

Melbourne, Australia.  

- RM9.5 million was utilised for the Group’s investment in China e-

commerce business.  

- Distribution of RM6.3 million in respect of a capital reduction exercise 

in a subsidiary of the Company. 

 

(iii) Financing activities 

- Repayment of RM14 million for the Group’s existing term loan. 
 

(g) Sales and Services Tax (“SST”) would be re-introduced in September 2018 to 
replace the GST. The Group will study the impact of the SST when there are 
more information available.  
 

(h) The increase in expenses was mainly due to the additional RM10 million 
administrative expenses incurred by the China e-commerce tourism business 
and other expenses amounting to RM8 million incurred for impairment losses on 
goodwill for the Group’s investment in BXYT.    

 

(i) The profit recognised from the discontinued operation was in respect of the 
Group’s last concession in China, which was disposed to Orient Harmony 
Holdings Limited in 2016 and moving forward, there would be no profit from 
discontinued operations. The Board might convert the cash proceeds from the 
disposal of its China’s concessions in foreign currency to Ringgit Malaysia with 
financial institutions in Malaysia to eliminate foreign exchange risks. 

 

(j) The Group had completely exited the China e-commerce business since April 
2018. 

 

(k) In relation to the Group’s property project in Selayang, i.e. res280, 70% of the 
total units available for sale had been sold and the remaining 30% of the unsold 
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units would be recognised as revenue as and when they are sold. The Group 
has a piece of land in Johor Bahru which the development plan is under review. 

 

(l) NRW programme would be rolled out in stages in different states of Malaysia by 
the Government. Some of these contracts had been awarded while others had 
yet to be rolled out. The Company would continue to actively look into this area 
in order to capitalise on opportunities to grow and expand in the niche NRW 
segment. 

 
4.0 A shareholder of the Company raised his concern on the performance of the Group and 

among others, commented the following:-  

 

(a) The Board should focus more on the core business in view that most of the other 
business divisions were not performing well and these loss-making divisions 
might have adverse impact on the overall financial performance of the Group in 
the long run. 

 
(b) The Group should be looking at ways to secure more projects with recurring 

income to ensure its sustainability and streamline its group structure for better 
efficiency. 

 
5.0 Dato’ Leong thanked the shareholder for his feedback and addressed the above 

comments as follows:-  

(a) The Group’s main focus had always been on the Engineering and Construction 
Division and Management had continued to work hard to secure more water and 
wastewater projects, both locally and overseas. However, these projects are 
usually cyclical and capital intensive with long gestation period. As a result, the 
Group had to diversify its business activities to expand its recurring income 
sources. Besides the Engineering and Construction Division, the Transportation 
business and Technology Services business of the Group had been performing 
well too. The Transportation business through Eco-Coach & Tours (M) Sdn Bhd 
(“Eco-Coach”), had maintained a steady and stable performance, recorded 
revenue of RM15.3 million, which constituted 7% of the Group’s total revenue for 
the financial year 2017. As of to date, Eco-Coach operated with a total of 129 
vans, 31 coaches, 20 multi-purpose vehicles and 8 limousines to cater for 
demand for transportation services from its customers that included multinational 
companies.   

 

(b) With the cash received from the disposal of the Group’s concessions in China, 
the Group had continued to cautiously explore other investments that could 
contribute new and recurring income to the Group. 

 

(c) The Group, via Volksbahn Technologies (M) Sdn Bhd (“VBT”), is involved in the 
fibre optic business. VBT holds a concession from Prasarana Malaysia Berhad to 
lay fibre optic cables along the monorail and Light Railway Transit (“LRT”) tracks 
in Kuala Lumpur. It had successfully laid 65km of fibre optic cables out of the 
108km tracks assigned to it. The financial performance of VBT had improved 
compared with the previous years. VBT looks forward to extending its 
collaboration to mobile operators. 
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(d) The Group would also explore investment opportunities in solar energy projects, 
which would enable the Group to generate recurring income. 

 

-End of Document- 


