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Corporate Governance
Statement

The Board of Directors (“the Board”) of Salcon Berhad (“Salcon” or “the Company”) is committed in ensuring that a high standard of
corporate governance is practised throughout the Company and its subsidiaries (“the Group”). This is a fundamental part of discharging
their fiduciary duty to safeguard shareholders’ investments and protect their interests.

This statement details how the Group had applied the principles and recommendations set out in the Malaysian Code on Corporate
Governance 2012 (“MCCG 2012”), pursuant to Paragraph 15.25 of the Main Market Listing Requirements (“MMLR”) of Bursa Malaysia
Securities Berhad (“Bursa Securities”); for the financial year 2016.

1. Establish clear roles and responsibilities

1.1. To establish clear functions reserved for the Board and those delegated to the Management

The Board is responsible for formulating policies, setting business strategies and direction, making key business decisions
and the overall performance of the Group.

In order to create and promote clear understanding of the functions of the Board and Management; a Board Charter, which
clearly sets out these functions, has been developed.  

To facilitate effective management, certain functions of the Board have been delegated to various Board Committees, which
reviews and make recommendations to the Board on specific areas.  There are currently four Board Committees appointed by
the Board, namely: -

• Audit Committee (“AC”);
• Nomination Committee (“NC”);
• Remuneration Committee (“RC”); and
• Risk Management Committee (“RMC”)

The roles and responsibilities of the Board and Management are adequately established and communicated to ensure
accountability.

Management is responsible for the day-to-day operation of the Group’s activities and to achieve corporate objectives and
goals, set by the Board.

Although specific powers had been delegated to the Board Committees, the Board keeps itself abreast with the relevant key
issues and decisions via presentation of Board Committee’s reports and minutes of meetings.

Among others, the matters reserved for the Board and the responsibilities of the Chief Operating Officer (“COO”) are set out in
the Board Charter.

The Board Charter and Term of References (“TOR”) for the respective Board Committees are available at the company website,
www.salcon.com.my.
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1.2. To establish clear roles and responsibilities in discharging its fiduciary and leadership functions

The Board will assume, amongst others, the following responsibilities:

a. Reviewing and adopting a strategic plan for the Company

The Company’s principal activities remain with continual engagements in water, wastewater, and non-revenue water
industries.  The Company had diversified into property development, transportation, renewable energy, and technology
services (which provides and leverages on integrated fibre optic network infrastructure and services).

During the year, the Company has further ventured into e-commerce based travel and tourism sector, which primarily
leverages on China’s massive outbound tourism market.  Our acquired subsidiary, Circlic Interactive Tourism Sdn.Bhd.
(formerly known as Circlic Interactive Sdn Bhd (“CIT”), has been appointed by Alitrip( a business unit within Alibaba Group),
as the sole operator of Alitrip’s Malaysia Tourism Pavilion.

The Board is optimistic that such diversifications will enhance the Group’s financial performances, growth and stability.

b. Overseeing the conduct of the Company’s business

The COO is responsible for the day-to-day management of the Company’s businesses and operational activities.  He is
assisted by various divisional heads and other Committees established within the Company’s management framework,
in monitoring the day-to-day activities. Management meetings and projects’ progress meetings are held regularly to
update the Management on the latest financial and operational positions of the Company as well as implementation
project.

The Board monitor Management’s performances via status reports which are tabled to the Board on a periodic basis.
These reports contain the summarized and updated positions of the Company’s financial performance and business
operations.

c. Identifying principal business risks and ensuring the implementation of appropriate systems to manage risks

Through the RMC, the Board oversees the Enterprise Risk Management (“ERM”) framework of the Group. The RMC reviews
and identifies potential high risk areas that may encountered by the Group or projects. Advice and recommendations will
be put to Management in establishing adequate control procedures to mitigate the potential risks.

The RMC also reviews risk management policies and makes recommendations to the Board for approval. Details on the
RMC and the Company’s ERM framework are set out in the Statement of Risk Management and Internal Control
(“SORMIC”) of this Annual Report.

d. Succession planning

The NC is also responsible to review and assess candidates for key management positions whist the RC determines the
remuneration packages for these appointments. In addition, the NC is also responsible for formulating nomination,
selection and succession policies for members of the Board and Board Committees, the COO and the Chief Financial
Officer (“CFO”).  

The Board is satisfied that the NC has effectively discharged the duties as listed in the TOR, which is available at the
Company’s website.

In order to ensure sustainability and prevent disruptions to the Company’s daily activities, succession planning for key
management position has been established by the COO, with the assistance of the Management. Reviews and updates
on the succession plan will be undertaken, as and when necessary.

Corporate Governance Statement
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e. Overseeing the development and implementation of a shareholder communication policy for the Group

The Company, through the Corporate Affairs Department (“CAD”), carries out Investor Relations (“IR”) activities.  Activities
undertaken by the Company are adequately communicated to the shareholders via the Chairman’s Message, Financial
Information, announcements to Bursa Securities, Corporate Governance (“CG”) statement, Stock Information and other
reports.  These information and data are available within the Company’s website and annual report.

The Company has created a social network channel via Facebook (“FB”) which allows shareholders, stakeholders or
potential investors to put up enquiries with regards to the Company/the Group. CAD monitors the Company’s FB account
on a daily basis and forwards enquiries to the relevant departments to ensure prompt replies. 

f. Reviewing the adequacy and integrity of management information and internal controls system of the Company

The Board is ultimately responsible for the adequacy and integrity of the Company’s internal control system.  Details
pertaining to the Company’s internal control system and its effectiveness are available in the SORMIC of this Annual
Report.

1.3. Code of Ethics and Conduct

The Board has adopted and implemented a Code of Ethics and Conduct (“COEC”) throughout the Group since year 2010.  The
COEC applies to all employees including Directors, and adheres to a high ethical standard of Integrity, Objectivity, Confidentiality
and Competency while complying with all applicable laws and regulations that govern the Group’s businesses and activities.

The COEC emphasizes integrity and ethical conduct in all aspects of the Groups’ activities; including privacy and confidentiality
of information, and Conflict of Interest.  It also sets out prohibited activities or misconducts such as gifts, bribes, dishonest
behaviour, sexual harassment, etc.

A Whistle-blowing Policy (“WBP”) had been established in year 2012 and the Company encourages all employees, shareholders
or stakeholders to report any violations, improper conduct or wrongdoing within the Group. 

The Board is responsible for overseeing the implementation of the policy on Directors, and all whistle-blowing reports can be
addressed directly to the AC’s Chairman via his phone line or email address.  The identities and particulars of Reporting Party
(“RP”) will be kept strictly confidential or anonymous unless the RP chooses to disclose his/her identity or if required by law,
court or authority.

The COEC and WBP are available at the Company’s website.  The policies will be reviewed as and when needed.

During 2016, the Company did not receive any report on misconduct from employees, management, public or stakeholders.

1.4. Strategies promoting sustainability

The Board believes and promotes sustainability practices which will transform and improve the Company’s corporate
performance and image, as well as encourages good CG.  

Summaries of these activities which support Salcon’s commitment to the evolving global environmental, social, governance
and sustainability agenda are available in the Corporate Responsibility Report of this Annual Report.
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1.5. Access to information and advice

In order for the Directors to effectively discharge their fiduciary duties and responsibilities, independent access to the services
and support of the Company Secretaries (“CS”) are granted.  

The Directors may seek advice and interact directly with, or request further explanation, information or updates on any aspect
of the Company’s operations, financial or businesses’ concerns from the Management.  In addition, Directors are also
empowered to seek external and independent professional advice at the Company’s expense, in the exercise of their duties
and responsibilities, should such advisory services be considered necessary.  The procedures for seeking external advices are
available in the Board Charter.

The Board and Board Committees’ meetings are organised with a pre-set agenda, providing the Directors with relevant and
timely information to enable them to discharge their fiduciary duties and responsibilities.  The board papers which contain
updates on the operational, financial and corporate developments are circulated prior to the meetings.  The Board Papers
would enable Directors to analyze the matters arising / possible outcome and obtain clarifications, where necessary, to facilitate
sound decision-making.

Senior Management officers and/or external consultants will be invited to attend Board meetings as and when necessary, to
provide explanations or clarifications, on the relevant issues tabled at the Board meetings for discussion and deliberation.

1.6. Qualified and Competent Company Secretaries

The CS are qualified to act under Section 235 of the Companies Act 2016.  

The CS play an advisory role to the Board, particularly with regards to the Company’s constitution, Board’s policies and
procedures; and ascertain the Company’s compliance with applicable regulatory requirements, codes, guidance and legislation.

The CS support the Board in overseeing the CG Model.  The CS ensure that the minutes of meeting of the Board and Board
Committees are adequately documented.  The CS also have the responsibility to constantly keep the Directors abreast and
updated on the regulatory changes, via articles or bulletins. 

The Board is satisfied with the performance and support rendered by the CS in assisting them to discharge their duties.

1.7. Board Charter

The Board Charter outlines the roles, responsibilities and commitments of the Board and the Board Committees, and elaborates
the fiduciary duties of the Directors. The Board Charter is reviewed, when necessary, to ensure that it complies with applicable
legislation and best practices while remaining effective. 
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2. Strengthen Composition

2.1. Nomination Committee (“NC”)

In 2016, the NC comprises three (3) Non-Executive Directors (“NEDs”) of whom, two (2) are Independent NEDs and one (1)
Non-Independent NED.  The NC is chaired by Dato’ Dr. Freezailah bin Che Yeom who is the Senior Independent NED of the
Company.

The principal responsibility of the NC is to assist the Board in sourcing, recruiting and nominating new nominees for
appointment to the Board and to ensure the Board comprises the required mix of skills and competencies. The duties and
responsibilities of NC are:

• Establish and formulate the nomination/selection procedures, succession policies, annual assessment and criteria for
such nomination/selection and assessment for member of the Board and Board Committees;

• Making recommendations to the Board on new candidates for election/appointment.  The candidates must have integrity,
character and time commitment in addition to being skilful, knowledgeable and possess expertise and experiences relevant
to the Company’s principal activities;

• Reviewing the skills, experience and other qualities of the Board annually to ensure an appropriate range and mix of
capabilities among members;

• Establish a set of qualitative and quantitative performance criteria and evaluate the effectiveness of the Board, Board
Committees (including their size and composition) and the contribution of each individual director, including independent
NEDs as well as the COO.  All assessments and evaluations carried out shall be adequately documented;

• Ensure orientation and training programme are provided for new members of the Board.  To evaluate and determine
appropriate training suitable for Directors and review the fulfilment of such training needs;

• Consider and recommend the Directors for re-election / re-appointment at each Annual General Meeting (“AGM”);

• Develop criteria to assess independence of the Independent Directors;

During the financial year 2016, the NC had:

• Reviewed the required mix of skills and experiences of the Board;
• Evaluated the effectiveness (including the character, experience, integrity, competence and time commitment) of individual

Director(s), the Board and Board Committees;
• Discussed and evaluated the independence of Independent Directors;
• Discussed on Directors’ eligibility for re-election or re-appointment; and
• Reviewed trainings undertaken by applicable Directors and to recommend training for Directors’ participation.

2.2. Develop, maintain and review criteria for recruitment and annual assessment of Directors

a. Recruitment or Appointment of Directors

The policies, procedures and process for recruitment and appointment (including re-election/re-appointment) of Directors,
for Board or Board Committees, are set out in the TOR of the NC.

The NC shall ascertain that the newly appointed Directors are readily equipped with relevant skills, knowledge, expertise,
experience, professionalism, character, competence and integrity, in assisting the Board to discharge its responsibilities
effectively. Furthermore, the candidates must be able to commit sufficient time to the Company and level of independence
(if the candidate is to be appointed as Independent Director).
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The Company’s Constitution provides that at least one third (1/3) of the Board shall retire from office at every AGM provided
always that all Directors shall retire from office once at least in each three (3) years. All retiring Directors shall be eligible
for re-election.  

Pursuant to Article 103 of the Company’s Constitution, all new Directors who are appointed by the Board are subject to
re-election at the next AGM subsequent to their appointment.  

The NC assesses and recommends to the Board those Directors who are eligible to stand for re-election/re-appointment.
The recommendation is based on formal performance evaluation on the Directors, through their skills, experience,
expertise, level of independence and ability to act in the best interest of the Company in decision making as well as time
commitment, character and integrity.

On 28 February 2017, the Board approved the recommendation of the NC that Dato’ Choong Moh Kheng, Dato’ Seri (Dr.)
Goh Eng Toon and Dato’ Dr. Freezailah Bin Che Yeom, all of whom were due to retire at the forthcoming 14th AGM be
eligible to stand for re-election/re-appointment. All three Directors had expressed their intention to seek re-election/re-
appointment at the 14h AGM.

In 2016, there was no recruitment or new appointment of Director to the Board or Board Committees.

b. Annual assessment

The NC carries out the annual performance evaluation on the Board.  The effectiveness of the Board is assessed in the
areas of Board composition, quality of information, decision-making and Boardroom activities, each Director’s skills and
competencies, as well as Board diversity.  

The NC, through the assessments, examines the Board and respective Board Committees, including the respective
Chairmen, to ascertain that their functions and duties are effectively discharged as per the respective TORs.  

The NC had on 28 February 2017 reviewed and conducted the annual assessment for all Directors.  

c. Diversity policy 

The criteria used by the Board in selecting the members besides skills, knowledge, talents and experiences, also includes
their ability to contribute and assist the Board in discharging its duties and responsibilities effectively and competently,
irrespective of gender, age and ethnicity.

There is no female member in the current Board composition as there is no necessity for any new recruitment at the
moment.  However, the NC will consider including a female member(s) when a qualified candidate is required and identified. 

2.3. Remuneration policies and procedures

The duties and responsibilities of the RC in relation to remuneration matters are: -

• To establish through periodic review; a competitive and attractive remuneration package compatible with prevailing value,
sustainable individual performance with the job responsibilities, and is able to retain the Executive Directors (EDs) needed
to manage the Company successfully;

• To review the Directors’ performance in line with the corporate objectives and to decide upon the remuneration package
of the EDs; and

• To establish a formal and transparent procedure for developing policy on executive remuneration;

The RC comprises three (3) NEDs of whom two (2) are Independent NEDs and one (1) Non-Independent NED.  The RC is
chaired by Dato’ Seri (Dr.) Goh Eng Toon.
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On 28 February 2017, the Board approved the recommendation from the RC to review the Directors’ fees for the NEDs as well
as the remuneration package for EDs, after taking into consideration the results of the performance evaluations and current
market developments.

The Directors’ remuneration packages for the Company and the Group for the financial year ended 2016 are as follows: -

a) Aggregate remuneration of the Directors categorized into appropriate components:

                                                                                                           Company                                               Group

                                                                                       Executive        Non-Executive              Executive         Non-Executive
Directors’ Remuneration                                             Directors                 Directors              Directors                  Directors
                                                                                                (RM)                          (RM)                      (RM)                           (RM)

Salary                                                                                          -                                  -              1,575,000                                  -
Bonus                                                                                               -                                  -                  375,000                                  -
Fees                                                                                                 -                     270,000                              -                      270,000
Meeting Allowances                                                                      -                       20,000                              -                        20,000
Benefits-In-Kind                                                                            -                                  -                  165,895                                  -
Statutory Contribution                                                                  -                                  -                  234,000                                  -

Total                                                                                              -                    290,000             2,349,895                    290,000

b) Similar to other companies, the Board has resolved to disclose their remunerations into bands of RM50,000 as shown
below; distinguishing between executive and non-executive directors to avoid sensitivities:-

                                                                                                                                        Company                               Group

Range of Directors’ Remuneration                                                               Number of Directors        Number of Directors

Executive Directors                                                                                                                                                             
Less than RM1,000,000                                                                                                                                                     
RM1,000,001 – RM1,050,000                                                                                             -                                            1
RM1,300,001 – RM1,350,000                                                                                             -                                            1
Non-Executive Directors                                                                                                                                                    
Less than RM100,000                                                                                                         4                                            4
RM100,001 – RM150,000                                                                                                   -                                            -

3. Reinforce Independence

3.1. Annual assessment of independence

The Board, through the NC, will assess the independence of Independent NEDs annually.  This is in line with Recommendation
3.1 of the MCCG 2012, as one of the factors in determining the Independent NEDs’ eligibility to stand for re-election/
re-appointment.  

At the annual assessment carried out for the year, the Board is satisfied with the level of independence demonstrated by all
the Independent NEDs and their ability to act in the best interests of the Company during deliberations at the Board meetings.   

The NC is satisfied that the Independent NEDs are independent of the Management and are free from any business or other
relationships which could interfere with their exercise of independent judgement, objectivity or ability to act in the best interests
of the Company.  The Board therefore, recommends and supports the proposed re-appointment/re-election of Dato’ Dr.
Freezailah Bin Che Yeom and Dato’ Choong Moh Kheng, the Independent NEDs who are eligible to stand for re-appointment/re-
election at the forthcoming 14th AGM.
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3.2. Tenure of Independent Directors

The Board does not implement a nine-year tenure policy for Independent NEDs and hence this is NOT in line with
Recommendation 3.2 of the MCCG 2012.  

The Board believes that the expertise and experience with the Company’s business operations provides benefits to the Group.
The Board is of the view that significant advantages could be gained from the long-serving Independent Directors with their
invaluable insight, detailed and in-depth knowledge of the Group.

3.3. Shareholders’ approval for the retention of Independent Director who served more than nine (9) years

Dato’ Dr. Freezailah bin Che Yeom was appointed to the Board as an Independent NED on 21 July 2003 and had served the
Board for a cumulative term of almost fourteen (14) years. The NC had assessed his independence annually and recommended
him to continue to act as an Independent NED of the Company based on the following justifications:-

i) He fulfills the criteria of an Independent Director pursuant to the Bursa Securities MMLR;

ii) He is familiar with the Company’s business operations as he has been with the Company  since year 2003; 

iii) His long tenure with the Company has neither impaired nor compromised his independent judgement. He is free from any
business or other relationships which could interfere with his exercise of independent judgement. He continues to remain
objective and is able to exercise independent judgement in expressing his views and in participating in deliberations and
decision making of the Board and Board Committees in the best interest of the Company.

iv) He has devoted sufficient time and attention to his responsibilities as an Independent NED of the Company; and

v) He has exercised due care during his tenures as an Independent NED of the Company and carried out his duties in the
best interest of the Company and shareholders.

The Board continues to recommend and support the retention of Dato’ Dr. Freezailah bin Che Yeom as Independent NED of
the Company, which will be tabled for shareholders’ approval at the forthcoming 14th AGM.

3.4. Separation of positions of the Chairman and COO

The Chairman of the Board leads the Board with a dedication and focus on governance and compliance.  The Board also
monitors the Board Committee’s functions to ascertain effectiveness in accordance with their respective TOR.

The positions of Chairman and COO are held by two different individuals. The COO manages the day-to-day business and
operations of the Company and implements the Board’s decisions.  The distinct and separate roles of the Chairman and COO,
with their clear division of duties and responsibilities, ensure a balance of power and authority, such that no one individual has
unfettered decision-making powers.

Detailed responsibilities of the Chairman and the COO are stated in the Board Charter which is available at the Company’s
website.

3.5. Composition of the Board

The Board of Salcon, comprises six (6) Directors, two (2) of whom are EDs and the remaining four (4) are NEDs.  The Board
composition policy is available in the Board Charter.

MCCG 2012 recommends that the Board must comprise a majority of independent directors when the Chairman of the Board
is not an independent director, in order to ensure balance of power and authority on the Board.

Corporate Governance Statement
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The Chairman, Dato’ Seri (Dr.) Goh Eng Toon is a Non-Independent NED. The Board believes that he is the most appropriate
person for the role, given his vast experience in various industries. Furthermore, Dato’ Seri (Dr.) Goh Eng Toon has and continues
to play an effective role as Chairman as set out in the Board Charter. 

The Directors play an active role in the Board’s decision-making process, offering their vast experience and knowledge as well
as independence and objectivity, acting in the best interests of the Company and safeguarding the stakeholders’ interests.

4. Foster Commitment

4.1. Time commitment

The upcoming year meeting schedules for the Board and Board Committees were tabled for approval, prior to the
commencement of new financial year; in order to facilitate Directors’ schedules planning and meetings attendances.

As stipulated within the Board Charter, Board members shall notify the Chairman of the Board or the Company Secretary before
accepting any new directorship in other companies. During the year, none of our Directors have accepted any new directorship. 

None of our Directors hold more than 5 directorships in other listed companies.

The quorum of Board meetings had been fully met during the year under review.

The attendance of members at the Board and Board Committees meetings held during the financial year ended 31 December
2016 is as set out below:

                                                                                                                                                          Number of meeting attended
#          Name                                         Designation                                                       BOD           AC        RMC         NC         RC

1           Dato’ Seri (Dr.)                           Non-Independent Non-                                      5/5           5/5         N/A         1/1         1/1
            Goh Eng Toon                           Executive Director/Chairman

2           Tan Sri Dato’                              Executive Deputy Chairman                              5/5           N/A         N/A         N/A        N/A
            Tee Tiam Lee

3           Dato’ Leong Kok Wah              Executive Director                                               5/5           N/A         1/1          N/A        N/A

4           Dato’ Dr. Freezailah bin            Independent Non-Executive Director               5/5           5/5         N/A         1/1         1/1
            Che Yeom 

5           Dato’ Choong Moh                   Independent Non-Executive Director               5/5           N/A         N/A         1/1         1/1
            Kheng 

6           Chan Seng Fatt                         Independent Non-Executive Director               5/5           5/5          1/1          N/A        N/A

Note:
BOD - Board of Directors
AC - Audit Committee
RMC - Risk Management Committee
NC - Nomination Committee
RC - Remuneration Committee
N/A - Not Applicable
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4.2. Training

The Board emphasize strongly on the importance of continuing education and development for the Directors. This is to ensure
the Directors are equipped with the necessary skills and updated knowledge to manage the challenges faced by the
Group/Company.  

In addition to the Mandatory Accredited Programme as required by the Bursa Securities, Board members are encouraged to
attend training programmes, as and when necessary, conducted by competent professionals and which are relevant to the
Company’s operations and business. The Board had via the NC undertaken an assessment of the training needs of the
Directors and discloses the trainings attended by Directors in the Annual Report.  

During the financial year, all the Directors have attended training programmes and seminars, either in-house or by external
service providers, as summarised below: -

#           Training Programmes / Seminar / Conferences                 Date                Duration                       Attended by
                                               attended                                                                                                    1       2        3       4       5       6

1        CG Breakfast Series for Directors : Future of                     09/03/2016         < 8 Hours         √       √        √                 √
          Auditor Reporting - The Game Changer for 
          Boardroom

2        Ring the Bell for Gender Equality                                           11/03/2016         < 8 Hours                                                       √

3        Sustainability Engagement Series for Directors/               31/03/2016         < 8 Hours                  √
          Chief Executive Officers

4        High Performance Team Alignment and Synergy             06/08/2016           2 days                    √        √                           
          Incorporating the Salcon Core Values of                           & 07/08/2016
          Commitment, Teamwork, Professionalism, 
          Respect, Results

5        Sustainability Management on "Best Practices                 11/10/2016         < 8 Hours                            √                           
          for Sustainability Reporting - What a Company
          Director need to know

6        The Cybersecurity Threat and How Board Should             18/11/2016         < 8 Hours                            √
          Mitigate the Risks                                                                              

7         How to Manage the Bursa Sustainability Report               21/11/2016         < 8 Hours         √       √        √       √        √        

Note:
1 Dato’ Seri (Dr.) Goh Eng Toon  
2 Tan Sri Dato’ Tee Tiam Lee
3 Dato’ Leong Kok Wah 
4 Dato’ Dr. Freezailah bin Che Yeom 
5 Dato’ Choong Moh Kheng 
6 Chan Seng Fatt 
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5. Uphold integrity in financial reporting

5.1. Compliance with applicable financial reporting standards

The Board is committed to ensure that the shareholders, stakeholders or potential investors are provided with a comprehensive
understanding of the Company’s financial position and future prospects through the issuances of Annual Audited Financial
Statements, quarterly financial reports and corporate announcements on significant developments affecting the Company, in
accordance with MMLR.

Mr. Chan Seng Fatt, the AC Chairman, is a Chartered Accountant of the Malaysian Institute of Accountant while the remaining
AC members have accounting and financial experiences.  The AC members will review the Company’s financial statements in
the presence of both external and internal auditors prior to the AC recommending them for approval by the Board and for
issuance to the public.

The CFO formally presents the quarterly and year-end financial results to the AC and the Board for review. As per protocol,
quarterly presentations are done in the absence of the External Auditors.  The CFO will provide detailed clarifications to the
Board Members on the Groups’ financial performance, as and when required. The CFO also provide assurance to the AC and
the Board, that applicable Malaysian Financial Reporting Standards (“MFRS”) and disclosure requirements of the MMLR, had
been adopted and applied consistently to the Annual Financial Statements and the quarterly results.  The External Auditors
(“EA”) would review the Annual Financial Statements, prior to its release to Bursa Securities. Additionally, the CFO ensures that
these financial results do not contain material misstatements and do provide a true and fair view of the financial position of
the Group for the financial year. 

The Statement of Responsibilities by Directors in respect of the preparation of the Annual Audited Financial Statements is set
out in the Financial Statements section of this Annual Report.

5.2. Assessment of suitability and independence of external auditors

The AC undertakes an annual assessment of the suitability and independence of EA, Messrs. KPMG PLT (“KPMG PLT”).  In the
assessment, the AC will consider several factors which include the adequacy of professionalism and experiences of the staff,
the resources of the EA, the independence of and the level of non-audit services rendered to the Company for the financial
year.  KPMG PLT has been appointed as EA since year 2003.

The EA gave confirmation that they are independent in providing both audit and non-audit services up to the date of this
statement. 

Based on latest assessment, the AC is satisfied with the independence of KPMG PLT. The AC recommended the re-appointment
of KPMG PLT as EA for the financial year ending 31 December 2017, to the Board. On 28th February 2017, the Board approved
AC’s recommendation for the re-appointment of KPMG PLT for the shareholders’ approval, at the forthcoming 14th AGM.

6. Recognise and manage risks

6.1 Sound framework to manage risks

The RMC, assisted by the Risk Management Working Group (“RMWG”), oversees the ERM framework for the Company.  The
RMC is at the forefront of the enterprise wide program and ensures that a risk management structure is embedded and
consistently implemented within the Board's established parameters throughout the Company while ensuring compliance
with regulatory requirements. 

The RMC is assisted by the Internal Audit and Risk Management Department (“IARMD”) in its role as a facilitator in the
implementation of risk management i.e. coordinating and reporting (risk management function) and reviewing of risks status
(internal audit function).
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The RMWG conducts reviews and enterprise wide risk assessments on all entities of the Group on a semi-annual basis. These
risk assessments are complemented by appropriate testing on the accuracy and verification of the integrity of controls and
verification of controls on applicable entities via internal audit reviews; with recommendations to overcome any weaknesses
noted. These internal audit reviews will also identify any new potential risk that could affect the financial position, operational
processes and goodwill of the Company. Adequate disclosures on the implementation status of the Risk Management system
are also provided in this Annual Report.

The comprehensive review on the Group’s ERM framework undertaken since 2015 is soon coming to it closure. The review
involves restructuring of the ERM framework and re-categorise of risks and risk factors amongst others, as per the Company’s
Integrated Risk Management Policy (“IRMP”). This comprehensive restructuring will enable the Company:

• To incorporate applicable recent and relevant Bursa Securities guidelines;
• To realign the Company’s ERM framework and comply closely to ISO 31000 standards on Risk Management Process;
• To integrate all applicable risk categories/factors to accommodate the Company’s diversifications into property

development, telecommunications, renewal energy, transportation and E-commerce based tourism, into the ERM
framework that currently under review; and

• Upgrade and enhance the Company’s risk management software system to enhance assessment, evaluation and reporting
on the Company’s ERM framework.

Therefore, to facilitate this on-going comprehensive enhancement exercise, the Company has temporarily suspended
scheduled semi-annual reviews and enterprise wide assessments on all applicable entities in 2016. However, the Company
will not let up in efforts to continue monitoring on those risks identified earlier.

Notwithstanding the above, reviews on the adequacy of internal controls on subsidiaries / projects were still conducted via
internal audits reviews/exercise with recommendations to overcome any weaknesses noted.

6.2 Internal audit function

The Board has established an in-house internal audit function under the IARMD, which functionally reports directly to the AC
and administratively to the COO.  IARMD periodically presents reports to the AC on the results of audit assessment, including
evaluation on the adequacy and effectiveness of governance, risk management and internal controls processes within the
Group, via unbiased and independent validation checks on applicable entities.  

Details of the internal control system and risk management framework and activities carried out by IARMD, are set out in the
SORMIC and Audit Committee Report of this Annual Report.

7 Ensure timely and high quality disclosure

7.1 Corporate Disclosure Policy

Salcon, as a Public Listed Company (“PLC”), shall adhere and comply with MMLR.  Clear roles and responsibilities of Directors,
Management and employees are provided with the levels of authority.  Designated person, spokespersons or committees are
appointed in the handling and disclosure of material information.  The persons responsible for preparing the disclosure will
conduct proper verification and coordinate the timely disclosure of material information prior to the release to the public.

The Company has put in place an internal policy, such as Insider Trading Policy (“ITP”) and COEC, to ensure that confidential
information is handled properly by designated person to avoid leakage and improper use of such information.  The Board is
mindful that information which is expected to be material must be announced immediately in accordance with the MMLR.
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7.2 Leverage on information technology for effective and timely dissemination of information

The Company’s website includes an Investors’ section which provides all relevant information on the Company, and it is
accessible to the public.  This section enhances the IR function by including all announcements made by the Company to
Bursa Securities, share price information, annual reports and the corporate governance structure of the Company.  This
information is made available on Company’s website for the benefit of potential investors, stakeholders and shareholders who
are unable to attend the general meetings.

The Company’s website also serves as a platform to allow shareholders, stakeholders or potential investors to channel any
enquiries with regards to the Company. An alternate channel to reach out to a broader range of the public, shareholders and
interested parties is via FB.  The Company’s CAD monitors the platform on a daily basis and directs all enquiries to the relevant
departments to ensure that all enquiries are responded in the soonest manner.

8 Strengthen relationship between Company and shareholders

8.1 Encourage shareholder participation at general meetings

Salcon dispatches the AGM notices to shareholders at least twenty-one (21) days before the AGM, together with the Annual
Report and Circular/Statements to shareholders, if any.  Sufficient time is given to shareholders for them to make necessary
arrangements to attend and participate in person or by corporate representative, proxy or attorney.  The Notice of the AGM is
also advertised in a major local newspaper.

At the 13th AGM held on 26 May 2016, the Chairman briefed and encouraged members, corporate representatives and proxies
who were present of their right to speak and vote on the resolutions set out in the Notice of the 13th AGM.  The Chairman and
where appropriate, the EDs will provide answer after the AGM for significant questions that are not readily answered at the
AGM.

8.2 Encourage poll voting

In line with the recommendation of the MCCG 2012, the Board encourages shareholders to put forth substantive resolutions
for shareholders’ approval by poll voting at the general meetings.  During the 13th AGM, all resolutions were voted by a show
of hands, instead of by poll.

8.3 Effective communication and proactive  engagements with shareholders

At the 13th AGM, all six (6) Directors were present in person to engage directly with shareholders, and be accountable for their
stewardship of the Company.  The Chairman invited shareholders to raise questions pertaining to the Company’s accounts
and proposed resolutions during the meeting, before putting the resolutions to vote.  The COO, CFO and EA were also present
to respond to the shareholders’ queries.

Other Information Required By Bursa Securities Main Market Listing Requirements

Status of Utilisation of Proceeds

Proposed Disposals of the Entire Equity Interests Held in the following: -

i) Salcon Darco Environmental Pte Ltd
ii) Salcon Jiangsu (HK) Limited
iii) Salcon Fujian (HK) Limited
iv) Salcon Zhejiang (HK) Limited
v) Salcon Linyi (HK) Limited
vi) Salcon Shandong (HK) Limited
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Salcon had on 12th September 2013 entered into the following agreements:

a) conditional sale and purchase agreement between Salcon and Beijing Enterprises Water Group Limited (“BEWG”) for the proposed
disposals by Salcon of the entire equity interests held in Salcon Darco Environmental Pte Ltd and Salcon Jiangsu (HK) Limited to
BEWG (“SPA-A”); and 

b) conditional sale and purchase agreement between Salcon, Salcon Water (Asia) Limited, a 60%-owned subsidiary of Salcon (“Salcon
Water”) and BEWG for the proposed disposals by Salcon and Salcon Water of the entire equity interests held in Salcon Fujian (HK)
Limited, Salcon Zhejiang (HK) Limited, Salcon Linyi (HK) Limited and Salcon Shandong (HK) Limited to BEWG (“SPA-B”) for a total
cash consideration of RMB955.0 million (equivalent to approximately RM518.28 million) (“Proposed Disposals”).

The Company had obtained shareholders’ approval pertaining to the above Proposed Disposals at the Extraordinary General
Meeting (“EGM”) held on 27 November 2013.

The Proposed Disposals of the entire issued and paid-up share capital of Salcon Darco Environmental Pte. Ltd. and Salcon Jiangsu
(HK) Limited pursuant to the SPA-A were deemed completed on 23 December 2013. The Company and Salcon Water had on 25
April 2016 mutually agreed with BEWG to proceed with the completion of the proposed disposals of the entire issued and paid-up
share capital of Salcon Fujian, Salcon Zhejiang and Salcon Shandong, in accordance with SPA-B. The Company and Salcon Water
had also on even date mutually agreed with BEWG to terminate the proposed disposal of Salcon Linyi.  

The status of the utilisation of the proceeds as at 31 March 2017 arising from the disposals in respect of SPA-A is as follows: 

                                                                                                                               Proposed                                                          Unutilised/
Purpose                                                                                                            Utilisation                       Utilised                               (Over)
                                                                                                                               RM‘000                       RM‘000                         RM‘000

Future investments                                                                                                230,000                         (87,777)                          142,223    
Repayment of borrowings                                                                                    97,540                         (97,540)                                       -
Distribution to shareholders                                                                                 30,000                         (40,556)                           (10,556)    
Working capital                                                                                                       10,397                       (10,397)                               -
Defraying expenses incidental to the Proposed Disposals                             1,437                          (1,501)                             (64)

Total                                                                                                                      369,374                      (237,771)                        131,603 

The Company and Salcon Water had on 26 April 2016 entered into a Share Sale and Purchase Agreement with Orient Harmony
Holdings Limited for the disposal of Salcon Linyi for a total cash sale consideration of RMB98 million (equivalent to approximately
RM58.94 million).

The status of the utilisation of the proceeds as at 31 March 2017 arising from the disposals is as follows:

                                                                                                                            Proposed                                                          Unutilised/
Purpose                                                                                                            Utilisation                       Utilised                               (Over)
                                                                                                                               RM‘000                        RM‘000                         RM‘000

Future investments                                                                                                  24,753                         (24,753)                                      0    
Working capital                                                                                                         10,609                         (10,609)                               -

Total                                                                                                                        35,362                        (35,362)                                     0 
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Material Contracts

There were no material contracts entered into by the Company or its subsidiaries involving Directors and major shareholders for the
financial year ended 31 December 2016.

Audit and Non-Audit Fees

The amount of audit fees and non-audit fees paid or payable to the Company’s external auditors and a firm affiliated to the external
auditors’ firm by the Company and the Group for the financial year ended 31 December 2016 are as follows: 

                                                                                                                                                                                           Company                Group
                                                                                                                                                                                              (RM)                   (RM)

Audit Fees                                                                                                                                                                           238,000              575,000
Non-Audit Fees                                                                                                                                                                  50,000              58,000

Total Fees                                                                                                                                                                       288,000             633,000

STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT OF THE AUDITED FINANCIAL STATEMENTS

The Directors are legally required to prepare financial statements which present a true and fair view of the state of affairs of the Company
and the Group and are pleased to announce that in preparing the financial statements for the financial year ended 31 December 2016,
the Group has:

• ensured compliance with applicable accounting standards enforced in Malaysia;

• adopted and consistently applied appropriate accounting policies; and

• made judgements and estimates that are prudent and reasonable.

The Directors are responsible for ensuring that proper accounting records are maintained, which disclose with reasonable accuracy,
the financial position of the Group and also to ensure that the financial statements comply with the Companies Act 2016.  In addition,
the Board is responsible for the proper safeguarding of the assets of the Group and to take reasonable steps for the prevention and
detection of fraud and other irregularities.


