STATEMENT ON
CORPORATE GOVERNANCE

THE MALAYSIAN CODE ON CORPORATE GOVERNANCE
ESSENTIALLY AIMS TO SET OUT PRINCIPLES AND BEST
PRACTICES ON STRUCTURES AND PROCESSES USED TO
DIRECT AND MANAGE THE BUSINESS AND AFFAIRS OF
THE COMPANY TOWARDS ENHANCING BUSINESS
PROSPERITY AND CORPORATE ACCOUNTABILITY WITH
THE ULTIMATE OBJECTIVE OF REALISING LONG-TERM
SHAREHOLDERS" VALUE.




Statement on Corporate Governance (contq)

The Board of Directors of Kinsteel Bhd strives to adopt the substance behind corporate
governance prescriptions and not merely the form. The Board is fully committed to the
maintenance of high standards of corporate governance by supporting and implementing the
prescriptions of the principles and best practices set out in Part 1 and 2 of the Malaysian Code of

Corporate Governance (“Code”] respectively.

The manner in which the Corporate Governance framework is applied is summarised as follows:-

BOARD OF DIRECTORS

Board Responsibilities

The Board recognises the need for good corporate
governance to build and enhance long term
shareholders™ value in addition to its main
responsibilities for the overall performance of the
Company and focuses mainly on strategic direction,
establishing goals, monitoring performance and
critical business issues.

Board Balance and Composition

There are presently fifteen (15) Board members in
Kinsteel Bhd comprising mainly six (6] executive
directors, four (4) non-independent non-executive
directors and five (5] independent directors. The
Board is made up of Directors who are qualified
and experienced in various fields including
accountancy, engineering and economics. The
profiles of the Directors are provided in pages 10 to
17 of the annual report.

The Executive Directors generally are responsible
in making and implementing operational decisions
whilst the Non-Executive Directors support the
skills and experience of the Executive Directors,
contributing to the formulation of policy and
decision making through their knowledge and
experience of other businesses sectors.

The Independent Non-Executive Directors are
independent of management and free from any
business relationship which could materially
interfere with the exercise of their independent
judgment. Together, they play an important role in
ensuring that the strategies proposed by the
management are fully deliberated and examined,
taking into account the long term interest of the
shareholders, employees, customers, suppliers
and the many communities in which the Group
conducts its business.

The Board is fairly represented by the substantial
shareholders of the Company and, together with
the five (5] independent non-executive directors,
there is no individual or small group of individuals
that can dominate the Board's decision making
process.

The Board has identified Shamsudin (@ Samad bin

Kassim as the Senior Independent Non-Executive
Director to whom concerns may be conveyed.
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Statement on Corporate Governance (ontq)

BOARD OF DIRECTORS (Cont’d)

Board Meetings

There were five (5) board meetings held during the financial year ended 31 December 2007. The record of
attendance of the Board Members is set out below:

Director Attendance
Tan Sri Abu Sahid Bin Mohamed 5/5
Dato” Md. Sharif Bin Shamsuddin 415
Tan Sri Dato’ Pheng Yin Huah 5/5
Henry Pheng Chin Guan 5/5
Dato’ Hong Thian Hock 5/5
Dato” Abu Talib Bin Mohamed 415
Dato’ Lew Choon 5/5
Dato’ Pheng Chin Kiat 3/5
Dato” Rahadian Mahmud Bin Tan Sri Dato” Seri Haji Mohammad Khalil 5/5
Dato’ Mohamed Fuad Bin Yon 3/5
Datin Hong Cheng Guat 2/5
Pheng Chin Huat 5/5
Shamsudin @ Samad Bin Kassim 5/5
Kamaruddin Bin Koskani Abdul Hamid 3/5
Chong Hoi Sheong (@ Chong Hoi Cheong 5/5

All the Directors have complied with the minimum attendance at Board meetings as stipulated by the Listing
Requirements of Bursa Malaysia Securities Berhad during the financial year except for Datin Hong Cheng
Guat. On 1 January 2008, Datin Hong Cheng Guat vacated her office and was re-appointed on 21 March 2008.

Supply of Information

Prior to each Board meeting, every director is given an agenda and a set of Board Papers for each agenda
item to be deliberated. The Chief Executive Officer will lead the presentation of board papers and provide
comprehensive explanation of pertinent issues. Information provided to the Board goes beyond quantitative
performance data to include other qualitative performances. All directors are entitled to call for additional
clarification and information to assist them in matters that require their decision. In arriving at any decision
on recommendation by the Management, thorough deliberation and discussion by the Board is a prerequisite.
All proceedings of Board meetings are minuted and signed by the Chairman of the meeting in accordance
with provision of Section 156 of the Companies Act, 1965.

There is a schedule of matters reserved specially for the Board's decision, including the approval of
acquisition and disposal of major assets, major investments, changes to the management and control

structure of the Group and issues in respect of key policies and procedures.

In furtherance to their duties as Directors, whenever independent professional advice is required, external
independent experts may and have been engaged at the Group’s expense.

All Directors have access to the advice and services of the Company Secretary.
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Statement on Corporate Governance (contq)

BOARD OF DIRECTORS (Cont’d)
Appointments to the Board

The appointment of new Directors is under the purview of the Remuneration and Nomination Committee
which is responsible for making recommendations to the Board on the suitable candidates for appointment.
On 1 January 2008, Datin Hong Cheng Guat vacated her office and was re-appointed on 21 March 2008.
On the same date, Pheng Chin Shiun, as Alternate Director to Datin Hong Cheng Guat, vacated his office
following her vacation. He was re-appointed as alternate director to Datin Hong Cheng Guat on
21 March 2008.

Re-election

All Directors (including the Managing Director] will retire at regular intervals by rotation once at least every
three (3] years and they are eligible to offer themselves for re-election.

Committee

The Board, in discharging its fiduciary duties, is assisted by the following Board Committees, each entrusted

with specific tasks:-

(i) Audit Committee; and
(i) Remuneration and Nomination Committee.

These committees have the authority to examine particular issues and report to the Board their
recommendations. The ultimate responsibility for the final decision on most matters lies with the entire
Board.

(i)  Audit Committee

The Audit Committee Report is detailed in pages 27 to 30 of the annual report.

(i) Remuneration and Nomination Committee

The present members of the Remuneration and Nomination Committee are:

(a] Shamsudin @ Samad Bin Kassim (Chairman, Independent Director)
(b]  Chong Hoi Sheong @ Chong Hoi Cheong (Independent Director]
(c) Dato’ Rahadian Mahmud bin Tan Sri Dato’ Seri Haji Mohammad Khalil (Independent Director]

The primary functions of the Remuneration and Nomination Committee are as follows:

U To assess and recommend new directors to the Board;

J To review annually the mix of skills and experience, and other qualities to enable the Board
to function completely and efficiently;

o To implement formal appraisal process for the evaluation of the effectiveness of the Board as
a whole, the committees and the individual contribution of each Board member;

o To recommend to the Board the framework of executive remuneration and its cost, including
the remuneration package for the Executive Director;

J To recommend to the Board the framework of fee payable to Non-Executive Director.
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Statement on Corporate Governance (ontq)

BOARD OF DIRECTORS (Cont’d)
Committee (cont’d)

The Nomination and Remuneration Committee may draw on the expertise of consultants before making
recommendations to the Board. The final remuneration package before offered to the Executive Directors and
fee payable to Non-Executive Directors are the responsibilities of the entire Board and individual director is
required to abstain from discussion on his own remuneration.

The Committee met once during the year. All members attended the Meeting except Dato” Rahadian Mahmud
bin Tan Sri Dato” Seri Haji Mohammad Khalil.

Directors’ Training

All Directors of the Board have attended various training programmes as recommended by the Board of

Directors as follows:

Name of Director

Tan Sri Abu Sahid
Bin Mohamed

Dato” Md Sharif bin
Shamsuddin

Tan Sri Dato’
Pheng Yin Huah

Henry Pheng Chin Guan

Dato” Abu Talib
Bin Mohamed

Dato’ Rahadian
Mahmud bin Tan
Sri Dato” Seri Haji
Mohammad Khalil
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Details of programmes attended

Date

12 September 2007

12 September 2007

12 September 2007

12 September 2007

27 September 2007

12 September 2007

12 September 2007

Title

Obligations of a Listed

Company and Its Directors

for Transactions under the Bursa
Malaysia Listing Requirements

Obligations of a Listed
Company and Its Directors for
Transactions under the Bursa
Malaysia Listing Requirements

Obligations of a Listed

Company and Its Directors for
for Transactions under the Bursa
Malaysia Listing Requirements

Obligations of a Listed
Company and Its Directors
for Transactions under
the Bursa Malaysia
Listing Requirements

Fraud Examination- Detecting
Financial Shenanigans

Obligations of a Listed

Company and Its Directors

for Transactions under the Bursa
Malaysia Listing Requirements

Obligations of a Listed

Company and Its Directors

for Transactions under the Bursa
Malaysia Listing Requirements

Organiser

RAM Holdings
Berhad (formerly
known as Rating
Agency Malaysia Bhd)

RAM Holdings
Berhad (formerly
known as Rating
Agency Malaysia Bhd)

RAM Holdings
Berhad (formerly
known as Rating
Agency Malaysia Bhd)

RAM Holdings
Berhad (formerly
known as Rating
Agency Malaysia Bhd)

CPA Australia

RAM Holdings
Berhad (formerly
known as Rating
Agency Malaysia Bhd)

RAM Holdings
Berhad (formerly
known as Rating
Agency Malaysia Bhd)



Statement on Corporate Governance (ontq)

BOARD OF DIRECTORS (Cont’d)

Directors’” Training (cont'd)

Name of Director

Dato” Mohamed
Fuad Bin Yon

Dato’” Hong Thian Hock

Dato” Lew Choon

Datin Hong Cheng Guat

Dato’ Pheng Chin Kiat

Kamaruddin bin
Koskani Abdul Hamid

Pheng Chin Huat

Shamsudin @
Samad bin Kassim

Chong Hoi Sheong @
Chong Hoi Cheong

Pheng Chin Shiun

Details of programmes attended

Date

12 September 2007

12 September 2007

12 September 2007

12 September 2007

13 September 2007
27 September 2007

19 October 2007

12 September 2007

12 September 2007

12 September 2007

12 September 2007

12 September 2007

Title

Obligations of a Listed

Company and Its Directors

for Transactions under the Bursa
Malaysia Listing Requirements

Obligations of a Listed
Company and Its Directors for
Transactions under the Bursa
Malaysia Listing Requirements

Obligations of a Listed
Company and Its Directors for
Transactions under the Bursa
Malaysia Listing Requirements

Obligations of a Listed
Company and Its Directors for
Transactions under the Bursa
Malaysia Listing Requirements

2008 Budget Proposals &
Recent Developments

Fraud Examination- Detecting
Financial Shenanigans

Property Developers and
Contractors - Tax Compliance
Issues

Obligations of a Listed

Company and Its Directors

for Transactions under the Bursa
Malaysia Listing Requirements

Obligations of a Listed

Company and Its Directors

for Transactions under the Bursa
Malaysia Listing Requirements

Obligations of a Listed

Company and Its Directors

for Transactions under the Bursa
Malaysia Listing Requirements

Obligations of a Listed

Company and Its Directors

for Transactions under the Bursa
Malaysia Listing Requirements

Obligations of a Listed

Company and Its Directors

for Transactions under the Bursa
Malaysia Listing Requirements

Organiser

RAM Holdings
Berhad (formerly
known as Rating
Agency Malaysia Bhd)

RAM Holdings
Berhad (formerly
known as Rating
Agency Malaysia Bhd)

RAM Holdings
Berhad (formerly
known as Rating
Agency Malaysia Bhd)

RAM Holdings
Berhad (formerly
known as Rating
Agency Malaysia Bhd)

Malaysian Institute of
Accountants

CPA Australia

Malaysian Institute of
Accountants

RAM Holdings
Berhad (formerly
known as Rating
Agency Malaysia Bhd)

RAM Holdings
Berhad (formerly
known as Rating
Agency Malaysia Bhd)

RAM Holdings
Berhad (formerly
known as Rating
Agency Malaysia Bhd)

RAM Holdings
Berhad (formerly
known as Rating
Agency Malaysia Bhd)

RAM Holdings
Berhad (formerly
known as Rating
Agency Malaysia Bhd)
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Statement on Corporate Governance (ontq)

DIRECTORS’ REMUNERATION
Level and Make Up

The Company has adopted the objective as recommended by the Code to determine the remuneration of the
Directors so as to ensure that the Company attracts and retains the Directors needed to run the Group
successfully. The component parts of their remuneration are structured so as to link rewards to corporate
and individual performance in the case of Executive Directors. In the case of Non-Executive Directors, the
level of remuneration reflects the experience and level of responsibilities undertaken by the individual Non-
Executive Director concerned.

Aggregate remuneration of Directors during the financial year can be categorised into the following
components:

Estimated

money Company’s

Salaries value of contribution

Directors’ and other benefits- to provident
Fees emoluments Bonuses in-kind fund Total
(RM’000) (RM’000) (RM’000) (RM’000) (RM’000) (RM’000)
Executive Directors 70 4,630 673 52 497 5,922
Non-Executive Directors 115 2,623 - - 55 2,793

Directors’ remuneration are broadly categorised into the following bands:

Number of Directors

Range of remuneration Executive Directors Non-Executive Directors
Up to RM100,000 5 5
RM400,001 - RM500,000 1 -
Above RM1,000,000 1 -

The remuneration of the individual director is not disclosed due to security reasons. The directors’ fees are
subject to the approval by shareholders at the forthcoming Annual General Meeting of the Company.

SHAREHOLDERS

Shareholders are kept well informed of developments and performances of the Group through disclosures to
the Bursa Malaysia Securities Berhad and the press (where appropriate] as well as the annual report. The
annual report contains all necessary disclosures in addition to facts and figures about the Group.

Notices of Annual and Extraordinary General Meetings of the Group and related papers are distributed to
shareholders within a reasonable and sufficient time frame. Adequate time is given during the Annual and
Extraordinary General Meetings to allow shareholders to seek clarifications or ask questions on pertinent
and relevant matters.

From time to time, the Directors and Senior Management will meet with the institutional investors and
analysts to explain to them the Group's Strategy, performance, major developments, and others matters
affecting the shareholders interests. However, any information that may be regarded as undisclosed material
information about the Group are not given.
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Statement on Corporate Governance (contq)

ACCOUNTABILITY AND AUDIT
Financial Reporting

The Board aims to present a balanced, clear and meaningful assessment of the Company’s and the Group's
financial position and prospects in all their reports to the shareholders, investors and regulatory authorities.
This assessment is primarily provided through the annual financial statements, quarterly announcements of
results to the shareholders as well as the Chairman’s statement and review of the operations in the Annual
Report. The Board is assisted by the Board of Audit Committee to oversee the Group's financial reporting
process and the quality of its financial reporting.

Directors’ Responsibility Statement on Annual Audited Financial Statements

The Directors are responsible for preparing the annual audited financial statements and the Board ensures
that the financial statements and other financial reports of the Company and the Group are prepared
in accordance with the applicable approved accounting standards in Malaysia and the provisions of
the Companies Act ,1965.

State of Internal Control

The Statement of Internal Control furnished on pages 31 to 32 of the annual report provides an overview of
the Group's state of internal control.

Relationship with the External Auditors

The Company works closely with the external auditors and maintains a transparent relationship with them in
seeking professional advice and ensuring compliance with applicable accounting standards and statutory
requirements.

STATEMENT OF CORPORATE SOCIAL RESPONSIBILTY

The Kinsteel Group pratices an informal policy on Corporate Social Responsibilty.

Together with its Board of Directors, the Group have continuously carried out its responsibility as a caring
employer, preserving the environment and the betterment of the community.
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Disclosure Requirements

Pursuant to the Listing Requirements of the Bursa Malaysia Securities Berhad

NON-AUDIT FEES

There is no non-audit fees paid and payable to external auditors for the financial year ended 31 December
2007 (2006 : RM368,000).

WARRANTS OR CONVERTIBLE SECURITIES

During the financial year, the Company increased its issued and paid up ordinary share capital from
RM170,000,000 to RM180,358,066 by way of the issuance of 51,790,330 new ordinary shares of RM0.20 each
upon the conversion of the warrants at the exercise price of RM0.20 each for cash.

The new ordinary shares issued during the financial year rank parri passu in all respect with the existing
ordinary shares of the Company

MATERIAL CONTRACTS INVOLVING DIRECTORS’ AND MAJOR SHAREHOLDERS’ INTEREST

Save as disclosed below, there are no other agreements which are material which have been entered into by
Kinsteel or its subsidiaries, either still subsisting at the end of the financial year ended 31 December 2007 or
entered into since the end of the previous financial year:

Consideration

and Mode of
Type Date Parties Satisfaction Relationship
Service 22/04/1997 Kinsteel Bhd and Monthly salary Tan Sri Dato’ Pheng
Agreement Tan Sri Dato’ and yearly bonus Yin Huah is a
Pheng Yin Huah to be paid to Managing Director
Tan Sri Dato’ and Substantial
Pheng Yin Huah Shareholder

of Kinsteel.

RELATED PARTIES TRANSACTIONS

Significant related parties transactions of the Group during the financial year are disclosed in Note 27 to the
financial statements.

The Company intends to seek shareholders’ mandate for recurrent related party transactions at the
forthcoming Extraordinary General Meeting of the Company to be held immediately after the Annual General
Meeting. The details of the mandate to be sought will be furnished in a separate Circular to the Shareholders.

REVALUATION OF LANDED PROPERTIES

The Group does not adopt a policy of revaluation of its properties.
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Audit Committee Report

The Audit Committee was established since 15 May 2002. The Board had adopted the terms of reference for
Audit Committee in conformity with the Listing Requirements of the BMSB.

COMPOSITION OF AUDIT COMMITTEE

The members of the Committee for the financial year ended 31 December 2007 comprise:

Name Designation Directorship Attendance
(Audit Committee
Meeting)
Shamsudin @ Samad Chairman Independent 5/5
bin Kassim Non-Executive Director
Dato’ Rahadian Mahmud Member Independent 5/5
bin Tan Sri Dato” Seri Non-Executive Director

Haji Mohammad Khalil

Henry Pheng Chin Guan Member Chief Executive Officer 5/5
(resigned on 27
November 2007)

Dato’ Abu Talib Bin Member Non-independent N/A
Mohamed (appointed on Non Executive Director
27 November 2007)

Dato’ Pheng Chin Kiat Member Non-independent N/A
(appointed on Non-Executive Director
27 November 2007; (Redesignated on 28 April 2008])

resigned on
28 April 2008]

Chong Hoi Sheong @ Member Independent 5/5
Chong Hoi Cheong Non-Executive Director

The Audit Committee has held five (5) meetings during the financial year ended 31 December 2007. The Audit
Committee plans to have four (4] meetings a year at quarterly intervals with additional meetings convened as
and when required.
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Audit Committee Report (ontq)

ACTIVITIES OF THE AUDIT COMMITTEE FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2007

(a] Review of the unaudited quarterly report on consolidated results of the Group before recommending
them for the Board's approval;

(b)  Review of the Internal Audit plans and schedules;

(c] Review of the audited financial statement of the Group as well as the statutory auditors’ report thereon
prior to submission to the Board for their consideration and approval; and

(d)  Review of the related party transactions entered into by the Group.

TERMS OF REFERENCE
Objectives

1. To ensure transparency, integrity and accountability in the Group’'s activities so as to safeguard the
rights and interests of shareholders.

2. To assist the Board of Directors ("Board”] in fulfilling their responsibilities and duties relating to the
Group and the Company’'s financial reporting, risk management, internal controls and compliance of
statutory and legal requirements.

3. To provide the necessary independent and neutral avenue for reporting, and to maintain effective
communication between the Board, the external auditors, the internal auditors and senior management
in order to ensure good practices are adopted.

Membership

The Audit Committee is appointed by the Board and its members shall comprise at least three directors, the
majority of whom are independent. All members of the Audit Committee shall be non-executive directors and
financially literate. At least one member of the Audit Committee must fulfill the Paragraph 15.10(1)(c) of the
Listing Requirements of Bursa Malaysia Securities Berhad ("Bursa Securities”). No alternate director shall
be appointed to the Audit Committee.

The members of the Audit Committee shall elect a Chairman from amongst their numbers who shall be an
independent director.

In the event of any vacancy in the Audit Committee resulting in the non-compliance of subparagraph 15.10(1)
of the Listing Requirements of Bursa Securities, the Board must fill the vacancy within three months of that
event.

The Board must review the term of office and performance of the Audit Committee and each of its members

at least once every three years to determine whether the Audit Committee members have carried out their
duties in accordance with the terms of reference.
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Audit Committee Report «ontd)

TERMS OF REFERENCE (Cont’d)
Authority

1.

The Audit Committee is authorized by the Board to investigate any matters within its terms of reference,
or as otherwise directed by the Board, to determine the resources required and to have full access to
external auditors as well as any employees of the Group for information.

The Audit Committee is authorized to seek independent professional or other advice when needed and
may invite outsiders with relevant expertise to attend its meetings if necessary.

Meetings

1.

The Audit Committee shall meet at least four times a year or as frequently as required. Written notice
of the Audit Committee Meeting together with the agenda shall be given to the Audit Committee
members and the external auditors, where applicable. The quorum for an Audit Committee Meeting
shall be three members constituting a majority of independent directors and any decision shall be by a
simple majority.

The Chief Financial Officer, head of the internal audit function and the external auditors or their
representatives are expected to attend all meetings of the Audit Committee. The Chief Executive Officer
and other officers of the Company shall attend by invitation. The Audit Committee shall convene
meetings with the external auditors, internal auditors or both, excluding the attendance of other
directors and employees whenever deemed necessary.

The Chairman of the Audit Committee shall report on each Audit Committee Meeting to the Board. The
Company Secretary or in his absence, his/ her deputy shall be the secretary to the Audit Committee and
shall circulate the minutes of the Audit Committee Meetings to all members of the Board.

DUTIES AND RESPONSIBILITIES

(a)

b)

To review the quarterly, half-yearly and year-end consolidated financial statements before submission
to the Board and focusing on:-

o Compliance with accounting standards;

o Compliance with Bursa Securities and other statutory requirements;
o Changes in major accounting policies and practices;

. Significant adjustments arising from the audit;

. Going concern issues of any entity within the Group;

o Significant and unusual events.

To discuss and review with the external auditors their audit plan, evaluation of the systems of internal
controls, the nature and scope of audit and ensure co-ordination when more than one audit firm is
involved with the Group;
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Audit Committee Report (ontd)

DUTIES AND RESPONSIBILITIES (Cont’d)

(c]  To do the following in relation to the internal audit function:

i) To review the internal audit programme, internal auditors’ reports, their findings and
recommendations, and the response by management and remedial action taken and to ensure that
appropriate corrective action is taken;

i) To ensure the adequacy of the scope, function, competency, effectiveness and resources of the
internal audit function and that it has the necessary authority to carry out its work;

(d]  To review the related party transactions and conflict of interest situation that may arise within the Group
including any transaction, procedure or course of conduct that raises questions of management
integrity and to verify and approve the limits of such transactions;

(e)] To consider and recommend the appointment and remuneration of external auditors and to deal with
matters relating to their resignation or dismissal;

(f]  To investigate any matter within its terms of reference as authorized by the Board, and to seek any
information it requires from the external auditors and all employees are directed to co-operate with any
request made by the Audit Committee;

(g)  To review the risk management policies and practices of the group to ensure their effectiveness;

(h)  To perform such other functions as may be agreed to by the Audit Committee and the Board.

Internal Audit Function

Since September 2005, the internal audit function of the Group has been outsourced to Messrs Lau, Wong &
Yeo except for its newly acquired subsidiaries, namely Perwaja Steel Sdn Bhd and Perfect Channel Sdn Bhd,
which already have their own internal audit department.

During the financial year, the Internal Audit Department and External Internal Auditors have carried out,
inter-alia, the following activities:-

o Formulated and agreed with the Audit Committee the audit plan, strategy and scope of work;

° Reviewed compliance with internal policies, procedures and standards, as well as assessing the
adequacy and effectiveness of the Company’s internal controls;

° Analysed and assessed certain key business processes, reported findings and made recommendations
to improve their effectiveness.
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Statement on Internal Control

Introduction

Pursuant to paragraph 15.27(b) of the Bursa Malaysia Securities Berhad ("BMSB”] Listing Requirements, the
Board of Directors of Kinsteel Bhd is pleased to provide the following statement on the state of internal
control of the Group for the financial year ended 31 December 2007, which has been prepared in accordance
with the Statement on Internal Control - Guidance for Directors of Public Listed Companies issued by the
Institute of Internal Auditors Malaysia and adopted by the BMSB.

Board Responsibility

The Board acknowledges its responsibility for maintaining a sound system of internal control, and for
reviewing its adequacy and integrity. Because of the limitations that are inherent in any system of internal
control, Board recognises that the Group's system of internal control is a concerted and continuing process,
designed to manage rather than eliminate the risk of failure to achieve business objectives. The system of
internal control covers, inter alia, risk management, financial, organizational, operational and compliance
controls.

Financial risk management objectives and policies

The Board confirms that there is an ongoing process of identifying, evaluating and managing significant risks
faced by the Group. The Group is inherently exposed to the following financial risks in its day-to-day
operations:

(a) Foreign currency exchange risk

The Group is exposed to foreign currency risk as a result of transactions denominated in foreign
currency arising from the normal business activities. The currency giving rise to this risk is primarily
US dollars. Exposure to foreign currency risk is monitored on an ongoing basis and when considered
necessary, the Group will consider using effective financial instruments to hedge its foreign
currency risk.

(b) Interest rate risk

The Group's exposure to interest rate fluctuations is due to the Group's borrowings being mainly
dependent on the lending financial institutions” base lending rates and market cost of funds particularly
for its term loans, overdrafts and trade financing loans.

(c) Credit risk

The Group seeks to invest cash assets safely and profitably. It also seeks to control credit risks by
setting appropriate credit terms and limits for customers and ensuring that sales of products are made
to customers with good credit assessment.

(d) Liquidity and cash flow risk

The Group exercise prudent liquidity risk management to maintain sufficient cash and short term
investments and the availability of funding through an adequate amount of credit facilities.

The above risk management objectives and policies are reviewed by the Board annually.
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Statement on Internal Control conta)

Enterprise Risk Management and Internal Audit

The Board aims to formalize the risk management functions within the Group. Since September 2005, the
Board engaged a professional firm of accountants to handle the internal audit function of the Group except
for its newly acquired subsidiaries, namely Perwaja Steel Sdn Bhd and Perfect Channel Sdn Bhd, which
already have their own internal audit department.

The internal audit function will independently review the control processes implemented by the Management
and also advise executive and operational management on areas for improvement. The reports are submitted
directly to the Audit Committee, which reviews the findings with the Management at least once every quarter.

In assessing the adequacy and effectiveness of the system of internal controls and accounting control
procedures of the Group, the Audit Committee reports to the Board of Directors its activities, significant
results, findings and recommendations or changes arising therefrom.

Other Risks and Control Processes

Quality management places emphasis in satisfying the requirements of quality policy and objectives as
outlined in the Quality Manual issued by the Chief Executive Officer. This Quality Management process is
implemented throughout the financial year by a Management Review Team and its findings presented
periodically during the meetings of Management Review Team which are chaired by the Chief Executive
Officer.

The above functions, processes and procedures provide for continuous assurance to be given to the Board.
All these functions provide their respective degrees of assurance as to the operations and validity of the
system of internal control.

The Chief Executive Officer reports to the Board on significant changes in the business and external
environment, which affects significant risks. The Management team provides the Board with both qualitative
and quantitative information on a periodical basis. Where areas of improvement in the systems are identified,
the Board considers the recommendations made by the Audit Committee based on reports of the internal and
external auditors.

The Board is of the view that there is no significant breakdown or weaknesses in the system of internal

control of the Group that may result in any material losses incurred by the Group for the financial year ended
31 December 2007. The Group continues to take the necessary measures to strengthen its internal controls.
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Directors’ Report

The directors have pleasure in presenting their report together with the audited financial statements of the
Group and of the Company for the financial year ended 31 December 2007.

PRINCIPAL ACTIVITIES

The principal activities of the Company are investment holding, manufacturing and trading of steel bars and
related products.

The principal activities of the subsidiaries are described in Note 14 to the financial statements.

There have been no significant changes in the nature of the principal activities during the financial year.

RESULTS
Group Company
RM’000 RM’000
Profit for the year 218,906 33,759

Attributable to:

Equity holders of the Company 130,453 33,759
Minority interests 88,453 -
218,906 33,759

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

In the opinion of the directors, the results of the operations of the Group and of the Company during the
financial year were not substantially affected by any item, transaction or event of a material and unusual
nature.

DIVIDENDS

The amount of dividends paid by the Company since 31 December 2006 were as follows:

RM’000
In respect of the financial year ended 31 December 2006 as reported in
the directors’ report of that year:
Final tax exempt dividend of 7.5%, on 899,844,000 ordinary shares,
declared on 26 April 2007 and paid on 20 August 2007 13,498
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Directors’ Report o)

DIVIDENDS (Cont’d)

At the forthcoming Annual General Meeting, a final tax exempt dividend in respect of the financial year ended
31 December 2007, of 8.5% on 901,600,000 ordinary shares, amounting to a dividend payable of RM15,327,200
(1.7 sen per ordinary share) will be proposed for shareholders’ approval. The financial statements for
the current financial year do not reflect this proposed dividend. Such dividend, if approved by the
shareholders, will be accounted for in equity as an appropriation of retained earnings in the financial year
ending 31 December 2008.

DIRECTORS

The names of the directors of the Company in office since the date of the last report and at the date of this
report are:

Tan Sri Abu Sahid bin Mohamed (Chairman)

Dato’ Md Sharif bin Shamsuddin (Deputy Chairman)

Tan Sri Dato’ Pheng Yin Huah (Managing Director)

Henry Pheng Chin Guan

Dato’ Abu Talib bin Mohamed

Dato’ Mohamed Fuad bin Yon

Dato’ Rahadian Mahmud bin Tan Sri Dato” Seri Haji Mohd Khalil
Shamsudin @ Samad bin Kassim

Dato’ Hong Thian Hock

Dato’ Pheng Chin Kiat

Datin Hong Cheng Guat

Dato’ Lew Choon

Pheng Chin Huat

Chong Hoi Sheong (@ Chong Hoi Cheong

Kamaruddin bin Koskani Abdul Hamid

Pheng Chin Shiun (alternate director to Datin Hong Cheng Guat)

DIRECTORS’ BENEFITS

Neither at the end of the financial year, nor at any time during that year, did there subsist any arrangement
to which the Company was a party, whereby the directors might acquire benefits by means of the acquisition
of shares in or debentures of the Company or any other body corporate.

Since the end of the previous financial year, no director has received or become entitled to receive a benefit
(other than benefits included in the aggregate amount of emoluments received or due and receivable by the
directors or the fixed salary of a full time employee of the Company as shown in Note 8 to the financial
statements) by reason of a contract made by the Company or a related corporation with any director or with
a firm of which he is a member, or with a company in which he has a substantial financial interest.
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DIRECTORS’ INTERESTS

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

Number of Ordinary Shares of RM0.20 Each

At At

1.1.2007 Acquired Sold 31.12.2007

(restated)
The Company
Direct Interest:
Dato Md Sharif bin Shamsuddin 2,775,000 2,100,000  (1,250,000] 3,625,000
Tan Sri Dato” Pheng Yin Huah 21,075,665 730,000 - 21,805,665
Dato” Hong Thian Hock 1,365,000 588,500 (250,000] 1,703,500
Dato’ Lew Choon 2,560,500 914,500 (555,000) 2,920,000
Pheng Chin Guan 740,000 672,500 (2,500] 1,410,000
Kamaruddin bin Koskani Abdul Hamid 20,000 - - 20,000
Dato” Pheng Chin Kiat 150,000 - - 150,000
Pheng Chin Huat 275,000 - - 275,000
Chong Hoi Sheong @ Chong Hoi Cheong 75,000 - (25,000] 50,000
Datin Hong Cheng Guat 772,500 650,000 - 1,422,500
Pheng Chin Shiun 275,000 100,000 - 375,000
Shamsudin @ Samad bin Kassim 250,000 30,000 (270,000) 10,000
Dato’ Abu Talib bin Mohamed - 700,000 - 700,000
The Company
Deemed Interest:
Tan Sri Dato” Pheng Yin Huah” 306,311,675 14,100,000 - 320,411,675
Dato” Hong Thian Hock* 296,626,675 36,105,000 (12,250,000) 320,481,675
Tan Sri Abu Sahid bin Mohamed” - 300,000,000 (112,177,400) 187,822,600
Datin Hong Cheng Guat* 2,770,000 325,000 - 3,095,000
Pheng Chin Guan** - 140,000 - 140,000
Dato’ Lew Choon# - 125,000 - 125,000
Chong Hoi Sheong @ Chong Hoi Cheong** - 125,000 (95,000] 30,000
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DIRECTORS’ INTERESTS (Cont’d)

Number of Warrant

At At
1.1.2007 Acquired Sold 31.12.2007
(restated)
The Company
Direct Interest:
Dato’ Md Sharif bin Shamsuddin 2,100,000 - (2,100,000] -
Tan Sri Dato” Pheng Yin Huah 11,189,830 - - 11,189,830
Dato’ Hong Thian Hock 100,000 - (100,000) -
Dato’ Lew Choon 609,500 - (609,500) -
Pheng Chin Guan 740,000 - - 740,000
Kamaruddin bin Koskani Abdul Hamid 8,000 - - 8,000
Pheng Chin Huat 100,000 - - 100,000
Datin Hong Cheng Guat 250,000 - (250,000) -
Pheng Chin Shiun 100,000 - (100,000) -
Deemed Interest:
Tan Sri Dato” Pheng Yin Huah” 114,651,580 - (13,500,000] 101,151,580
Dato’ Hong Thian Hock” 106,651,580 - (13,500,000] 93,151,580

Deemed interested pursuant to Section 6A of the Companies Act, 1965.

Deemed interested pursuant to Section 6A of the Companies Act, 1965 and his/her children’s
shareholdings

Deemed interested by virtue of his spouse’s shareholdings.

# Deemed interested by virtue of his children’s shareholdings.

*k

Annual report 07

37



Directors’ Report o)

DIRECTORS’ INTERESTS (Cont’d)

Tan Sri Dato” Pheng Yin Huah, Dato” Hong Thian Hock and Tan Sri Abu Sahid bin Mohamed, by virtue of their
interest in shares in the Company are also deemed interested in shares and options over shares of all the
Company’'s subsidiaries to the extent the Company has an interest.

None of the other directors in office at the end of the financial year had any interest in shares and options
over shares in the Company or its related corporations during the financial year.

The number of ordinary shares and warrants of RM1 each as at 1.1.2007 have been restated to RM0.20 each.
As disclosed in Note 29 to the financial statements, the Company has undertaken a share split involving the
subdivision of every one existing shares held on into five subdivided shares.

ISSUE OF SHARES

During the financial year, the Company increased its issued and paid-up ordinary share capital from
RM170,000,000 to RM180,319,666 by way of the warrants issued being exercised to subscribe for new ordinary
share capital.

The new ordinary shares issued during the financial year ranked pari passu in all respects with the existing
ordinary shares of the Company.

OTHER STATUTORY INFORMATION

(a)] Before the income statements and balance sheets of the Group and of the Company were made out, the
directors took reasonable steps:

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

(i) to ensure that any current assets which were unlikely to realise their value as shown in the
accounting records in the ordinary course of business had been written down to an amount which
they might be expected so to realise.

(b] At the date of this report, the directors are not aware of any circumstances which would render:

(i) the amount written off for bad debts or the amount of the provision for doubtful debts in the
financial statements of the Group and of the Company inadequate to any substantial extent; and

(i) the values attributed to the current assets in the financial statements of the Group and of the
Company misleading.

(c] At the date of this report, the directors are not aware of any circumstances which have arisen which

would render adherence to the existing method of valuation of assets or liabilities of the Group and of
the Company misleading or inappropriate.

Annual report 07

33



Directors’ Report o)

OTHER STATUTORY INFORMATION (Cont’d)

(d)

(e

(f)

At the date of this report, the directors are not aware of any circumstances not otherwise dealt with in
this report or the financial statements of the Group and of the Company which would render any amount
stated in the financial statements misleading.

As at the date of this report, there does not exist:

(i)

(i)

any charge on the assets of the Group or of the Company which has arisen since the end of the
financial year which secures the liabilities of any other person; or

any contingent liability of the Group or of the Company which has arisen since the end of the
financial year.

In the opinion of the directors:

(i)

(i)

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 will or may affect the ability
of the Group or of the Company to meet their obligations when they fall due; and

no item, transaction or event of a material and unusual nature has arisen in the interval between
the end of the financial year and the date of this report which is likely to affect substantially the
results of the operations of the Group or of the Company for the financial year in which this report
is made.

SIGNIFICANT EVENTS

Details of significant events are disclosed in Note 29 to the financial statements.

SUBSEQUENT EVENT

Details of a subsequent event are disclosed in Note 30 to the financial statements.

AUDITORS

The auditors, Ernst & Young, have expressed their willingness to continue in office.

Signed on behalf of the Board in accordance with a resolution of the directors dated 28 April 2008.

TAN SRI DATO" PHENG YIN HUAH HENRY PHENG CHIN GUAN
Kuantan, Pahang Darul Makmur

Annual report 07

39



Statement By Directors
Pursuant to the Section 169(15]) of the Companies Act, 1965

We, TAN SRI DATO" PHENG YIN HUAH and HENRY PHENG CHIN GUAN, being two of the directors of
KINSTEEL BERHAD, do hereby state that, in the opinion of the directors, the accompanying financial
statements set out on pages 42 to 90 are drawn up in accordance with the provisions of the Companies Act,
1965 and applicable Financial Reporting Standards in Malaysia so as to give a true and fair view of the
financial position of the Group and of the Company as at 31 December 2007 and of the results and the cash
flows of the Group and of the Company for the year then ended.

Signed on behalf of the Board in accordance with a resolution of the directors dated 28 April 2008.

TAN SRI DATO" PHENG YIN HUAH HENRY PHENG CHIN GUAN

Kuantan, Pahang Darul Makmur

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

I, HENRY PHENG CHIN GUAN, being the Director primarily responsible for the financial management of
KINSTEEL BERHAD, do solemnly and sincerely declare that the accompanying financial statements set out on
pages 42 to 90 are in my opinion 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 HENRY PHENG CHIN GUAN at

Kuantan in the state of Pahang Darul

Makmur on 28 April 2008 HENRY PHENG CHIN GUAN

Before me: Krishnan A/L Madavanair, AMP, PPN

Commissioner for Oaths
No. 59, Tingkat Bawah
Hotel KOSMA

Jalan Haji Abdul Aziz
25000 Kuantan

Pahang D.M.
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Report of the Auditors

to the Member of Kinsteel Berhad (210470-M] (Incorporated in Malaysia)

We have audited the accompanying financial statements set out on pages 42 to 90. These financial statements
are the responsibility of the Company’s directors.

It is our responsibility to form an independent opinion, based on our audit, on the financial statements and to
report our opinion to you, as a body, in accordance with Section 174 of the Companies Act, 1965 and for no
other purpose. We do not assume responsibility to any other person for the content of this report.

We conducted our audit in accordance with applicable Approved Standards on Auditing in Malaysia. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by the directors, as well as evaluating the overall
presentation of the financial statements. We believe that our audit provides a reasonable basis for our
opinion.

In our opinion:

(a] the financial statements have been properly drawn up in accordance with the provisions of the
Companies Act, 1965 and applicable Financial Reporting Standards in Malaysia so as to give a true and
fair view of:

(i) the financial position of the Group and of the Company as at 31 December 2007 and of the results
and the cash flows of the Group and of the Company for the year then ended; and

(i) the matters required by Section 169 of the Companies Act, 1965 to be dealt with in the financial
statements; and

(b)  the accounting and other records and the registers required by the Act to be kept by the Company and
by its subsidiaries of which we have acted as auditors have been properly kept in accordance with the
provisions of the Act.

We have considered the financial statements and the auditors’ report thereon of a subsidiary of which we have
not acted as auditors, as indicated in Note 14 to the financial statements, being financial statements that
have been included in the consolidated financial statements.

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

The auditor’s reports on the financial statements of the subsidiaries were not subject to any qualification
material to the consolidated financial statements and did not include any comment required to be made
under Section 174(3) of the Act.

ERNST & YOUNG MOHD. SUKARNO BIN TUN SARDON
AF: 0039AF: 0039 No. 1697/03/09(J)
Chartered Accountants Partner

28 April 2008
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Income Statements
for the Year Ended 31 December 2007

Group Company
Note 2007 2006 2007 2006
RM’000 RM’000 RM’000 RM’000
(restated) (restated)
Revenue 3 2,129,886 1,213,464 1,045,329 870,525
Other income 4 39,773 356,772 18,894 12,550
Raw materials and consumables used (1,657,801) (627,297) (886,841) (376,006)
Changes in inventories of
raw materials and finished goods 88,740 (227,507) (30,499) (388,543)
Employee benefits expense 5 (81,326) (34,829) (17,224) (13,439)
Depreciation of property, plant and equipment (101,424) (37,390] (13,050) (6,582)
Amortisation of prepaid land lease payments (878) (390) (32) (32)
Carriage outwards (30 112) (24,448) (11,228) (11,492)
Utilities and fuel (25,621) (98,446) (23,877) (31,424)
Upkeep, repairs and maintenance (13,608] (16,107 (11,479) (5,996)
Other expenses (41,354) (22,712) (6,284) (7,075)
Profit from operations 306,275 481,110 63,709 42,486
Finance costs 6 (85,242) (45,374) (29,950 (20,290)
Profit before tax 7 221,033 435,736 33,759 22,196
Income tax expense 9 (2,127) (6,335) - (5,077)
Profit for the year 218,906 429,401 33,759 17,119
Attributable to:
Equity holders of the Company 130,453 384,328 33,759 17,119
Minority interests 88,453 45,073 - -
218,906 429,401 33,759 17,119
Earnings per share attributable to
equity holders of the Company (sen):
-Basic earnings per share 10 14.8 295.6
-Diluted earnings per share 10 12.9 279.2

The accompanying notes form an integral part of the financial statements.
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Balance Sheets
as at 31 December 2007

Group Company
Note 2007 2006 2007 2006
RM’000 RM’000 RM’000 RM’000
(restated) (restated)
ASSETS
Non-current assets
Property, plant and equipment 12 2,313,284 2,357,773 231,053 208,711
Prepaid land lease payments 13 41,064 41,786 2,793 2,669
Investments in subsidiaries 14 - - 292,400 292,400
Other investment 15 4,000 - - -
Deferred tax assets 16 110,000 110,000 - -
2,468,348 2,509,559 526,246 503,780
Current assets
Inventories 17 569,805 432,564 74,638 103,235
Trade and other receivables 18 238,555 347,015 220,960 364,940
Tax recoverable 124 153 - -
Deposits, bank and cash balances 19 185,203 47,483 136,849 24,303
993,687 827,215 432,447 492,478
TOTAL ASSETS 3,462,035 3,336,774 958,693 996,258
EQUITY AND LIABILITIES
Equity attributable to equity
holders of the Company
Share capital 20 180,320 170,000 180,320 170,000
Share premium 20 30,493 30,493 30,493 30,493
Retained earnings 21 568,459 451,504 93,271 73,010
779,272 651,997 304,084 273,503
Minority interests 699,494 611,041 - -
Total equity 1,478,766 1,263,038 304,084 273,503
Non-current liabilities
Borrowings 22 672,596 685,307 112,576 118,064
Deferred tax liabilities 16 19,024 18,626 18,618 18,618
691,620 703,933 131,194 136,682
Current liabilities
Trade and other payables 24 473,549 833,629 119,837 229,415
Borrowings 22 816,692 535,235 403,575 356,650
Tax payable 1,408 939 3 8
1,291,649 1,369,803 523,415 586,073
Total liabilities 1,983,269 2,073,736 654,609 722,755
TOTAL EQUITY AND LIABILITIES 3,462,035 3,336,774 958,693 996,258

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

for the Year Ended 31 December 2007

-«——— Attributable to Equity Holders of the Company ———>

Non- Distribu-
<< Distributable —> table
Share Share Retained Minority Total
Capital Premium Earnings Total Interests Equity
(Note 20) (Note 20) (Note 21)
Note RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
Group
At 1 January 2006 110,000 23,213 72,676 205,889 - 205,889
Issue of ordinary
shares pursuant to
the Strategic Alliance 60,000 14,400 - 74,400 565,968 640,368
Transaction costs - (7,120) - (7,120) - (7,120)
Profit for the year - - 384,328 384,328 45,073 429,401
Dividends 11 - - (5,500) (5,500] - (5,500
At 31 December 2006 170,000 30,493 451,504 651,997 611,041 1,263,038
At 1 January 2007 170,000 30,493 451,504 651,997 611,041 1,263,038
Exercise of warrants 10,320 - - 10,320 - 10,320
Profit for the year - - 130,453 130,453 88,453 218,906
Dividends 11 - - (13,498) (13,498) - (13,498)
At 31 December 2007 180,320 30,493 568,459 779,272 699,494 1,478,766

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

for the Year Ended 31 December 2007

Non- Distribu-
-<«—distributable — table
Share Share Retained Total
Capital Premium Earnings Equity
(Note 20) (Note 20) (Note 21)
Note RM’000 RM’000 RM’000 RM’000
Company
At 1 January 2006 110,000 23,213 61,391 194,604
Issue of ordinary shares pursuant
to the Strategic Alliance 60,000 14,400 - 74,400
Transaction costs - (7,120) - (7,120)
Profit for the year - - 17,119 17,119
Dividends 11 - - (5,500) (5,500)
At 31 December 2006 11 170,000 30,493 73,010 273,503
At 1 January 2007 170,000 30,493 73,010 273,503
Exercise of warrants 10,320 - - 10,320
Profit for the year - - 33,759 33,759
Dividends 11 - - (13,498) (13,498)
At 31 December 2007 180,320 30,493 93,271 304,084

The accompanying notes form an integral part of the financial statements.
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Cash Flow Statements
for the Year Ended 31 December 2007

Group Company
Note 2007 2006 2007 2006
RM’000 RM’000 RM’000 RM’000
(restated) (restated)
Cash Flows From Operating Activities
Profit before tax 221,033 435,736 33,759 22,196
Adjustments for:
Negative goodwill 4 - (317,172) - -
Interest income (3,136) (1,058) (15,175) (8,037)
Interest expense 6 85,242 45,374 29,950 20,290
Amortisation of prepaid land
lease payments 13 878 390 32 32
Depreciation of property,
plant and equipment 101,424 37,390 13,050 6,582
Waiver of debts (87,194) (65,068) - -
Write-down of inventories 7 - 1,319 - -
Provision for doubtful debts 7 919 1,321 - -
Reversal of provision for doubtful debts 7 (147) - - -
Net unrealised foreign exchange gain 4 - (3,265) - -
Net unrealised foreign exchange loss 7 2,479 - - -
Operating profit before working
capital changes 321,498 134,967 61,616 41,063
(Increasel/decrease in inventories (137,241) (25,469) 28,597 121,548
Decrease/(increase) in receivables 107,688 (141,899) 143,980 (205,191)
(Decrease)/increase in payables (284,460) (127,423) (109,578) 102,006
Cash generated from/(used in) operations 7,485 (159,824) 124,615 59,426
Interest paid (76,126) (31,243) (29,950) (20,290)
Taxes paid (1,232) (3,385) (5) (2,746)
Interest received 3,136 1,058 15,175 8,037
Net cash (used in)/generated from
operating activities (66,737) (193,394) 109,835 44,427
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Cash Flow Statements (oneq)
for the Year Ended 31 December 2007

Group Company
Note 2007 2006 2007 2006
RM’000 RM’000 RM’000 RM’000
(restated) (restated)
Cash Flows From Investing Activities
Purchase of property plant and equipment (48,568) (83,235) (34,702) (76,720)
Prepayment of land lease 13 (156) - (156) (78)
Subscription of subordinated bonds 15 (4,000) - - -
Acquisition of subsidiary - (105,148) - (106,824)
Net cash used in investing activities (52,724) (188,383) (34,858) (183,622)
Cash Flows From Financing Activities
Payments for transaction costs pursuant
to the Strategic Alliance 20 - (7,120) - (7,120)
Deposits pledged for bank borrowings (9,500] 20,671 4,223 20,671
Repayment of term loans (5,055) (60,209) (5,055) (3,362)
Proceeds from term loans - 20,000 - 20,000
Repayment of hire purchase
and lease liabilities (9,568] (9,515) (1,036) (889)
Proceeds from Murabahah Medium
Term Notes 22 - 410,000 - 100,000
Proceeds from Murabahah Commercial
Papers/Medium Term Notes 22 - 15,000 - 15,000
Proceeds from trade financing 1,146,992 747,156 888,407 719,314
Repayment of trade financing (865,018) (740,079) (840,705) (723,900)
Dividends paid 11 (13,498) (5,500] (13,498) (5,500)
Proceeds from exercise of warrants 10,320 - 10,320 -
Net cash generated from financing activities 254,673 390,404 42,656 134,214
Cash and Cash Equivalents
Net increase/(decrease) 135,212 8,627 117,633 (4,981)
Effects of foreign exchange rate changes (3,828) - - -
At beginning of year 28,489 19,862 9,524 14,505
At end of year 19 159,873 28,489 127,157 9,524

The accompanying notes form an integral part of the financial statements.
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Notes to the Financial Statements
31 December 2007

1. CORPORATE INFORMATION

The Company is a public limited liability company, incorporated and domiciled in Malaysia, and is listed
on the Main Board of Bursa Malaysia Securities. The registered office of the Company is located at B-38,
Ist Floor, Lorong Sri Teruntum 139, Off Jalan Bukit Ubi, 25200 Kuantan, Pahang Darul Makmur. The
principal place of business of the Company is located at No. 5, Persiaran Sultan Abu Bakar, Kawasan
Perindustrian Ringan IMé, Bandar Indera Mahkota, 25200 Kuantan, Pahang Darul Makmur.

The holding company and the ultimate holding company of the Company are Kin Kee Holdings Sdn. Bhd.
and Perniagaan Kin Kee Sdn. Bhd. respectively, both of which are incorporated in Malaysia.

The principal activities of the Company are investment holding, manufacturing and trading of steel bars
and related products. The principal activities of the subsidiaries are set out in Note 14 to the financial
statements. There have been no significant changes in the nature of the princippal activities during the
financial year.

The financial statements were authorised for issue by the Board of Directors in accordance with
a resolution of the directors on 28 April 2008.

2. SIGNIFICANT ACCOUNTING POLICIES
2.1 Basis of Preparation

The financial statements comply with the provisions of the Companies Act, 1965 and applicable
Financial Reporting Standards ("FRSs"] in Malaysia. At the beginning of the current financial year,
the Group and the Company had adopted new and revised FRSs which are mandatory for financial
periods beginning on or after 1 January 2007 as described fully in Note 2.3.

The financial statements of the Group and of the Company have also been prepared on a historical
cost basis.

The financial statements are presented in Ringgit Malaysia (RM] and all values are rounded to the
nearest thousand (RM'000) except when otherwise indicated.
2.2 Summary of Significant Accounting Policies
(a) Subsidiaries and Basis of Consolidation
(i)  Subsidiaries

Subsidiaries 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.

In the Company's separate financial statements, investments in subsidiaries are stated

at cost less impairment losses. On disposal of such investments, the difference between
net disposal proceeds and their carrying amounts is included in profit or loss.

Annual report 07

48



Notes to the Financial Statements (on)
31 December 2007

2.

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

2.2 Summary of Significant Accounting Policies (Cont’d)

(a)

(b)

Subsidiaries and Basis of Consolidation (Cont’d)

(ii)

Basis of consolidation

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

Subsidiaries 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 subsidiaries 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 ("negative goodwill") is recognised
immediately in profit or loss.

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

Intangible Assets

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.
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Notes to the Financial Statements (o
31 December 2007

2. SIGNIFICANT ACCOUNTING POLICIES (Cont’'d)

2.2 Summary of Significant Accounting Policies (Cont’d)
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(c)

(d)

Property, Plant and Equipment and Depreciation

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 these assets are 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 estimated useful life, at the following annual
rates:

Buildings 12/3% - 2%
Land improvements and infrastructure 2%
Plant and machinery 31/3% - 20%
Motor vehicles, equipment and fixtures 5% - 20%

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.

An item 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 profit or loss.

Impairment of Non-Financial Assets

The carrying amounts of 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, the intangible assets that have an indefinite useful life, the recoverable amount
is estimated at each balance sheet date or more frequently when indicators of impairment
are identified.
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SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

2.2 Summary of Significant Accounting Policies (Cont’d)

(d)

(e)

Impairment of Non-Financial Assets (Cont’d)

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 belong to. Goodwill acquired in a
business combination is, from the acquisition date, allocated to each of the Group’s CGUs, or
group of CGUs, that are expected to be benefited from the synergies of the combunation,
irrespective of whether other assets or liabilities of the Group are assigned to those units
or groups of units.

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 profit or loss in the period in which it arises, unless the
asset is carried at a revalued amount, in which case the impairment loss is accounted for as
a revaluation decrease to the extent that the impairment loss does not exceed the amount
held in the asset revaluation reserve for the same asset.

Impairment loss on goodwill is not reversed in a subsequent period. An impairment loss for
an asset other than goodwill is reversed if, an 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 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 profit or loss.

Inventories

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

Cost is determined using the weighted average method. The cost of raw materials comprises
purchase price and incidentals incurred in bringing the raw materials to their present
location. The cost of finished goods comprises costs of raw materials, direct labour, other

direct costs and appropriate proportions of manufacturing overheads based on normal
operating capacity.

Net realisable value is the estimated selling price in the ordinary course of business less the
estimated costs of completion and the estimated costs necessary to make the sale.
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(f)

Financial Instruments

Financial instruments are recognised in the balance sheet when the Group has become a
party to the contractual provisions of the instruments.

Financial instruments are classified as liabilities or equity in accordance with the substance
of the contractual arrangements. Interest, dividends and gains and losses relating to a
financial instrument classified as a 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 offset and
intends to settle either on a net basis or to realise the asset and settle the Lliability
simultaneously.

(i)

(ii)

(iii)

(iv)

(v)

Cash and Cash Equivalents

Cash and cash equivalents comprise cash on hand, bank balances, demand deposits,
net of outstanding bank overdrafts.

Receivables

Receivables are carried at anticipated realisable values. Bad debts are written off when
identified. An estimate is made for doubtful debts based on a review of all outstanding
amounts as at the balance sheet date.

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 Loans and Borrowings

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

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.
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2.2 Summary of Significant Accounting Policies (Cont’d)

(g)

(h)

Borrowing Costs

All borrowing costs are recognised in profit or loss in the period in which they are incurred.

Leases

(i)

(ii)

(iii)

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, with the following exception:

- Land held for own use under an operating lease, the fair value of which cannot be
measured separately from the fair value of a building situated thereon at the
inception of the lease, is accounted for as being held under a finance lease, unless
the building is also clearly held under an operating lease.

Finance leases - the Group as Lessee

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
Company’s incremental borrowing rate is used. Any initial direct costs are also added to
the carrying amount of such assets.

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
profit or loss 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 2.2(c].

Operating Leases - the Group as Lessee

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.
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(h)

(i)

(j)

Leases (Cont’d) (Cont’d)
(iii) Operating Leases - the Group as Lessee (Cont’d)

In the case of a lease of land and buildings, the minimum lease payments or the
up-front payments made are allocated, whenever necessary, between the land and the
buildings elements in proportion to the relative fair values for leasehold interests in the
land element and buildings element of the lease at the inception of the lease. The up-
front payment represents prepaid lease payments and are amortised on a straight-line
basis over the lease term.

Income Tax

Income tax on the profit or loss for the year comprises current and deferred tax. Current tax
is the expected amount of income taxes payable in respect of the taxable profit for the year
and is measured using the tax rates that have been enacted at the balance sheet date.

Deferred tax is provided for, using the liability method. In principle, deferred tax liabilities are
recognised for all taxable temporary differences and deferred tax assets are recognised for
all deductible temporary differences, unused tax losses and unused tax credits to the extent
that it is probable that taxable profit will be available against which the deductible temporary
differences, unused tax losses and unused tax credits can be utilised. Deferred tax is not
recognised if the temporary difference arises from goodwill or negative goodwill or from the
initial recognition of an asset or liability in a transaction which is not a business combination
and at the time of the transaction, affects neither accounting profit nor taxable profit.

Deferred tax is measured at the tax rates that are expected to apply in the period when the
asset is realised or the liability is settled, based on tax rates that have been enacted or
substantively enacted at the balance sheet date. Deferred tax is recognised as income or an
expense and included in the profit or loss for the period, except when it arises from a
transaction which is recognised directly in equity, in which case the deferred tax is also
recognised directly in equity, or when it arises from a business combination that is an
acquisition, in which case the deferred tax is included in the resulting goodwill or the amount
of any excess of the acquirer’s interest is the net fair value of the acquiree’s identifiable
assets, liabilities and contingent liabilities over the cost of the combination.

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
finance cost.
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2.2 Summary of Significant Accounting Policies (Cont’d)

(k) Employee Benefits

(i)

(ii)

Short Term Benefits

Wages, salaries, bonuses and social security 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 leave are recognised
when services are rendered by employees that increase their entitlement to future
compensated absences. Short term non-accumulating compensated absences such as
sick leave are recognised when the absences occur.

Defined Contribution Plans

Defined contribution plans are post-employment benefit plans under which the Group
pays fixed contributions into separate entities or funds and will have no legal or
constructive obligation to pay further contributions if any of the funds do not hold
sufficient assets to pay all employee benefits relating to employee services in the
current and preceding financial years. Such contributions are recognised as an expense
in the profit or loss as incurred. As required by law, the Group and the Company make
such contributions to the Employees Provident Fund ("EPF").

(I Foreign Currencies

(i)

(ii)

Functional and Presentation Currency

The individual financial statements of each entity in the Group are measured using the
currency of the primary economic environment in which the entity operates [“the
functional currency”). The consolidated financial statements are presented in Ringgit
Malaysia (RM], which is also the Company’s functional currency.

Foreign Currency Transactions

In preparing the financial statements of the individual entities, transactions in
currencies other than the entity’s functional currency (foreign currencies) are recorded
in the functional currencies using the exchange rates prevailing at the dates of the
transactions. At each balance sheet date, monetary items denominated in foreign
currencies are translated at the rates prevailing on the balance sheet date. Non-
monetary items carried at fair value that are denominated in foreign currencies are
translated at the rates prevailing on the date when the fair value was determined.

Exchange differences arising on the settlement of monetary items, and on the
translation of monetary items, are included in profit or loss for the period except for
exchange exchange differences arising on the translation of non-monetary mitems
items in respect of which gains and losses are recognised directly in equity. Exchange
differences arising from such non-monetary items are also recognised directly in equity.
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2.3
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Summary of Significant Accounting Policies (Cont’d)
(m) Revenue Recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow
to the Group and the revenue can be reliably measured. The following specific recognition
criteria must also be met before revenue is recognised:

(i) Sale of Goods

Revenue is recognised net of sales taxes and upon transfer of significant risks and
rewards of ownership to the buyer. Revenue is not recognised to the extent where there
are significant uncertainties regarding recovery of the consideration due, associated
costs or the possible return of goods.

(ii) Interest Income

Interest income is recognised on an accrual basis using the effective interest method.

(iii) Dividend Income

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

(iv] Management Fees

Management fees are recognised when services are rendered.

Changes in Accounting Policies and Effects Arising from Adoption of New and Revised FRSs

On 1 January 2007, the Group and the Company adopted the following FRSs mandatory for financial
periods beginning on or after 1 January 2007:

FRS 117  Leases
FRS 124  Related Party Disclosure

The MASB has also issued FRS 6: Exploration for and Evaluation of Mineral Resources and
amendment to FRS 11%u: Employee Benefits - Actuarial Gains and Losses, Group Plans and
Disclosures which will be effective for annual periods beginning on or after 1 January 2007. These
FRSs are, however, not applicable to the Group or the Company.

The adoption of the revised FRS 124 gives rise to additional disclosures but did not result in
significant changes in accounting policies of the Group and of the Company. The principal changes
in accounting policies and their effects resulting from the adoption of the revised FRS 117 are
discussed below:
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2. SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

2.3 Changes in Accounting Policies and Effects Arising from Adoption of New and Revised
FRSs (Cont’d)

(a)

Leasehold land held for own use

Prior to 1 January 2007, leasehold land held for own use was classified as property, plant and
equipment and was stated at cost less accumulated depreciation and impairment losses. The
adoption of the revised FRS 117 has resulted in a change in the accounting policy relating to
the classification of leases of land and buildings. 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. Leasehold land held for own use is now classified as
operating lease and where necessary, the minimum lease payments or the up-front payments
made are allocated between the land and the buildings elements in proportion to the relative
fair values for leasehold interests in the land element and buildings element of the lease at
the inception of the lease. The up-front payment relating to the land element represents
prepaid lease payments and are amortised on a straight-line basis over the lease term.

The Group and the Company have applied the change in accounting policy in respect of
leasehold land in accordance with the transitional provisions of FRS 117. At 1 January 2007,
the unamortised amount of leasehold land is retained as the surrogate carrying amount of
prepaid lease payments as allowed by the transitional provisions. The reclassification of
leasehold land as prepaid land lease payments has been accounted for retrospectively and as
disclosed in Note 2.3(b], certain comparatives have been restated.

The effects on the balance sheets as at 31 December 2007 and income statements for the
year ended 31 December 2007 are set out below:

Group Company
RM’000 RM’000

Decrease in property, plant and equipment (41,064) (2,793)
Increase in prepaid land lease payments 41,064 2,793
Decrease in depreciation (878) (32)
Increase in amortisation of prepaid land lease payments 878 32

Initial direct costs

Prior to 1 January 2007, the Group and the Company, as a lessor in operating lease
arrangements, had recognised initial direct costs incurred in negotiating and arranging
leases as an expense in the profit or loss in the period in which they were incurred.
The revised FRS 117 requires such costs to be added to the carrying amount of the leased
asset and recognised as an expense over the lease term on the same basis as the lease
income. According to the revised FRS 117, this change in accounting policy should be applied
retrospectively. In general, the Group and the Company do not incur significant initial direct
costs on negotiating and arranging leases and as a result, this change in accounting policy
did not materially affect the financial statements of the Group and the Company.
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2. SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

2.3 Changes in Accounting Policies and Effects Arising from Adoption of New and Revised
FRSs (Cont’d)

(b) Restatement of comparatives

The following comparative amounts have been restated as a result of adopting the revised

FRS 117:
Previously

Stated Adjustment Restated

RM’000 RM’000 RM’000
Group
Property, plant and equipment 2,399,559 (41,786) 2,357,773
Prepaid land lease payments - 41,786 41,786
Depreciation 37,780 (390) 37,390
Amortisation of prepaid land lease payments - 390 390
Company
Property, plant and equipment 211,380 (2,669) 208,711
Prepaid land lease payments - 2,669 2,669
Depreciation 6,614 (32) 6,582
Amortisation of prepaid land lease payments - 32 32

2.4 Standards and Interpretations Issued but Not Yet Effective

At the date of authorisation of these financial statements, the following new and revised FRSs,
amendment to FRS and Interpretations were issued but not yet effective and have not been applied
by the Group and the Company:

Effective for financial

FRSs, Amendment to FRS and Interpretations periods beginning on or after
FRS 107: Cash Flow Statements 1 July 2007
FRS 111: Construction Contracts 1 July 2007
FRS 112: Income Taxes 1 July 2007
FRS 118: Revenue 1 July 2007
FRS 120: Accounting for Government Grants and

Disclosure of Government Assistance 1 July 2007
FRS 134: Interim Financial Reporting 1 July 2007
FRS 137: Provisions, Contingent Liabilities and Contingent Assets 1 July 2007
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2.

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

2.4

2.5

Standards and Interpretations Issued but Not Yet Effective (Cont’d)

Effective for financial

FRSs, Amendment to FRS and Interpretations periods beginning on or after
FRS 139: Financial Instruments: Recognition and Measurement Deferred
Amendment to FRS 121: The Effects of Changes in Foreign

Exchange Rates - Net Investment in a Foreign Operation 1 July 2007
IC Interpretation 1: Changes in Existing Decommissioning,

Restoration and Similar Liabilities 1 July 2007
IC Interpretation 2: Members’ Shares in Co-operative

Entities and Similar Instruments 1 July 2007

IC Interpretation 5: Rights to Interests arising from
Decommissioning, Restoration and Environmental

Rehabilitation Funds 1 July 2007
IC Interpretation 6: Liabilities arising from Participating
in a Specific Market - Waste Electrical and Electronic Equipment 1 July 2007

IC Interpretation 7: Applying the Restatement Approach
under FRS 1292004 - Financial Reporting in
Hyperinflationary EconomiesEconomies 1 July 2007
IC Interpretation 8: Scope of FRS 2 Share-based Payment 1 July 2007

The above new and revised FRSs, amendment to FRS and Interpretations are expected to have no
significant impact on the financial statements of the Group and of the Company upon their initial
application.

The Group and the Company are exempted from disclosing the possible impact, if any, to the
financial statements upon the initial application of FRS 139.

Significant Accounting Estimates and Judgements

(a) Critical Judgements Made in Applying Accounting Policies

There were no significant judgements made in applying the accounting policies of the
Company which may have significant effects on the amounts recognised in the financial
statements.

(b) Key Sources of Estimation Uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty
at the balance sheet date, that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial year are discussed below:
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2.

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

2.5 Significant Accounting Estimates and Judgements (Cont’d)

(b)

REVENUE

Key Sources of Estimation Uncertainty (Cont’d)

(i)

(i)

Sale of goods
Management fees from subsidiaries - - 350 350

Depreciation of plant and machinery

The cost of plant and machinery for the manufacture of steel products is depreciated on
a straight-line basis over the assets” useful lives. Management estimates the useful
lives of these plant and machinery to be within 5 to 30 years. These are common life
expectancies applied in the steel industry and there is no technological development
expected that could impact the economic useful lives and the residual values of
these assets. However, the management reviews the estimated useful lives and residual
values of plant and machinery at each financial year-end. Therefore, future depreciation
changes could be revised.

Deferred tax assets

Deferred tax assets are recognised for all unutilised tax losses, unabsorbed capital
allowances and unutilised reinvestment allowances to the extent that it is probable
that taxable profit will be available against which the losses, capital allowances
and reinvestment allowances can be utilised. Significant management judgement
is required to determine the amount of deferred tax assets that can be recognised,
based upon the likely timing and level of future taxable profits together with future tax
planning strategies.

Group Company
2007 2006 2007 2006
RM’000 RM’000 RM’000 RM’000

2,129,886 1,213,464 1,044,979 870,175

2,129,886 1,213,464 1,045,329 870,525

OTHER INCOME

Group Company

2007 2006 2007 2006

RM’000 RM’000 RM’000 RM’000

Interest income 2,617 1,058 1,620 1,056

Interest on overdue account 519 - 13,555 6,981

Rental income 292 387 11 17
Gain on foreign exchange

- unrealised - 3,265 - -

- realised 13,596 3,040 - -
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4.

OTHER INCOME (Cont’d)

Group Company
2007 2006 2007 2006
RM’000 RM’000 RM’000 RM’000
Sales commission - 158 - 158
Sales incentive 243 3,944 3,351 3,944
Negative goodwill - 317,172 - -
Miscellaneous 2,187 27,748 49 394
Waiver of debts 19,992 - - -
Insurance compensation 327 - 308 -
39,773 356,772 18,894 12,550

EMPLOYEE BENEFITS EXPENSE

Group Company
2007 2006 2007 2006
RM’000 RM’000 RM’000 RM’000
Wages and salaries 67,061 23,315 15,407 11,551
Social security contributions 825 206 131 125
Contributions to defined contribution plan 6,751 1,974 1,191 1,082
Other benefits 6,689 9,334 495 681
81,326 34,829 17,224 13,439

Included in employee benefits expense of the Group and of the Company are executive directors’
remuneration amounting to RM5,870,000 (2006: RM3,683,000) and RM3,855,000 (2006: RM2,628,000)
respectively as further disclosed in Note 8.

FINANCE COSTS

Group Company
2007 2006 2007 2006
RM’000 RM’000 RM’000 RM’000

Interest expense on:
Bank borrowings 45,635 31,563 20,000 17,069

Murabahah Medium Term Notes 8,990 9,544 8,990 2,832
Murabahah Commercial Papers/Medium

Term Notes 27,715 253 865 253
Hire purchase and finance lease 57 340 95 136
Others 2,845 3,674 - -

85,242 45,374 29,950 20,290

Annual report 07

o



Notes to the Financial Statements (onq)
31 December 2007

7. PROFIT BEFORE TAX

The following amounts have been included in arriving at profit before tax:

Group Company
2007 2006 2007 2006
RM’000 RM’000 RM’000 RM’000
Employee benefits expense (Note 5) 81,326 34,829 17,224 13,439
Non-executive directors’ remuneration
excluding benefits-in-kind (Note 8] 2,793 338 115 125
Auditors’ remuneration 279 274 70 70
Rental expense 2,299 2,959 1,214 1,213
Write-down of inventories - 1,319 - -
Provision for doubtful debts 919 1,321 - -
Reversal of provision for doubtful debts (147) - - -
Directors’ non fee emoluments 4 - - -
Loss on foreign exchange - unrealised 2,479 - - -
8. DIRECTORS’ REMUNERATION
Group Company
2007 2006 2007 2006
RM’000 RM’000 RM’000 RM’000
Executive directors’ remuneration (Note 5):
Fees 70 70 70 70
Other emoluments 5,800 3,613 3,785 2,558
5,870 3,683 3,855 2,628
Non-executive directors’ remuneration (Note 7):
Fees 115 125 115 125
Other emoluments 2,678 213 - -
2,793 338 115 125
Total directors’ remuneration 8,663 4,021 3,970 2,753
Estimated money value of benefits-in-kind 52 52 52 52
Total directors’ remuneration including
benefits-in-kind 8,715 4,073 4,022 2,805
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8. DIRECTORS’ REMUNERATION (Cont’d)

The details of remuneration receivable by directors of the Company during the year are as follows:

Group Company
2007 2006 2007 2006
RM’000 RM’000 RM’000 RM’000
Executive:

Salaries and other emoluments 4,630 2,964 3,234 2,193
Fees 70 70 70 70
Bonus 673 348 270 170
Defined contribution plan 497 301 281 195
Estimated money value of benefits-in-kind 52 52 52 52
5,922 3,735 3,907 2,680

Non-Executive:
Fees 115 125 115 125
Salaries and other emoluments 2,623 190 - -
Defined contribution plan 55 23 - -
2,793 338 115 125
8,715 4,073 4,022 2,805

The number of directors of the Company whose total remuneration during the year fell within the
following bands is analysed below:

Numbers of Directors

2007 2006
Executive directors:
Up to RM100,000 5 3
RM100,001 - RM200,000 - 1
RM400,001 - RM500,000 1 -
RMb500,001 - RM600,000 - 1
RM800,001 - RM900,000 - 1
Above RM 1,000,000 1 1
Non-executive directors:
RM10,001 - RM50,000 4 4
RM50,001 - RM100,000 1 1
RM200,001 - RM250,000 - 1
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9. INCOME TAX EXPENSE

Group Company
2007 2006 2007 2006
RM’000 RM’000 RM’000 RM’000
Current income tax:
Malaysian income tax 1,729 1,263 - 5
Underprovision in prior years - 2,739 - 2,739
1,729 4,002 - 2,744
Current income tax: 1,729 4,002 - 2,744
Deferred tax [Note 16):
Relating to origination and reversal of
temporary differences 5,527 3,765 773 3,765
Relating to changes in tax rates (964) (1,432) (773) (1,432)
Overprovision in prior year (4,165) - - -
398 2,333 - 2,333
Total income tax expense 2,127 6,335 - 5,077

With effect from Year of Assessment 2004, the corporate income tax rates for certain subsidiaries with
paid up capital of RM2.5 million and below at the beginning of the basis period for the year of

assessment are as follows:

Chargeable income
First RM500,000
Amount exceeding RM500,000

Rate
20%

27% (2006: 28%)

Domestic income tax is calculated at the Malaysian statutory tax rate of 27% (2006: 28%) of the
estimated assessable profit for the year. The domestic statutory tax rate will be reduced to 26% from the
current year’'s rate of 27%, effective year of assessment 2008 and to 25% in subsequent years of
assessment. The computation of deferred tax as at 31 December 2007 has reflected these changes.

A reconciliation of income tax expense applicable to profit before tax at the statutory income tax rate to
income tax expense at the effective income tax rate of the Group and of the Company is as follows:

2007 2006
RM’000 RM’000
Group
Profit before tax 221,033 435,736
Taxation at Malaysian statutory tax rate of 27% (2006: 28%) 59,679 122,006
Effect of income subject to tax rate of 20% (42) (48)
Effect of changes in tax rates on opening balance of deferred tax (907) (1,163)
Deferred tax recognised at different tax rates (57) (269)
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Notes to the Financial Statements (on)
31 December 2007

9. INCOME TAX EXPENSE (Cont’d)

2007 2006
RM’000 RM’000
Group [Cont’d)
Effect of income not subject to tax - (88,808)
Effect of expenses not deductible for tax purposes 2,336 2,436
Effect of expenses qualified for double deduction - (19)
Utilisation of previously unrecognised unutilised capital allowances (2,580) (31,305)
Utilisation of previously unrecognised reinvestment allowances (5,447) -
Utilisation of previously unutilised tax losses (45,081) -
Deferred tax assets not recognised in respect of current year's
unabsorbed tax losses and unutilised capital allowances 10 766
Deferred tax assets recognised on unutilised reinvestment allowance (1,619) -
Overprovision of deferred tax in prior year (4,165) -
Underprovision of tax expense in prior years - 2,739
Income tax expense for the year 2,127 6,335
Company
Profit before tax 33,759 22,196
Taxation at Malaysian statutory tax rate of 27% (2006: 28%) 9,115 6,215
Effect of changes in tax rates on opening balance of deferred tax (716) (1,163)
Deferred tax recognised at different tax rates (57) (269)
Effect of expenses not deductible for tax purposes 912 237
Expenses qualified for double deduction - (19
Utilisation of previously unrecognised unutilised capital allowances (2,580) (2,663)
Utilisation of previously unrecognised reinvestment allowances (5,447) -
Deferred tax assets recognised on unutilised reinvestment allowances (1,227) -
Underprovision of tax expense in prior years - 2,739
Income tax expense for the year - 5,077

10. EARNINGS PER SHARE
(a) Basic

Basic earnings per share amounts are calculated by dividing profit for the year attributable to
ordinary equity holders of the Company by the weighted average number of ordinary shares in issue
during the financial year.

2007 2006
RM’000 RM’000
Profit attributable to ordinary equity holders of the Company 130,453 384,328
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Notes to the Financial Statements (onq)
31 December 2007

10. EARNINGS PER SHARE
(a) Basic (Cont'd)

2007 2006

000 000

Weighted average number of ordinary shares in issue 882,021 130,000
2007 2006

sen sen

Basic earnings per share 14.8 295.6

(b) Diluted

For the purpose of calculating diluted earnings per share, the profit for the year attributable to
ordinary equity holders of the Company and the weighted average number of ordinary shares in
issue during the financial year have been adjusted for the dilutive effects of all potential ordinary
shares, i.e. warrants.

2007 2006
RM’000 RM’000
Profit attributable to ordinary equity holders of the
Company including assumed conversion 130,453 384,328
Weighted average number of ordinary shares in issue 882,021 130,000
Effects of dilution from exercise of warrants 126,168 7,677
Adjusted weighted average number of ordinary shares
in issue and issuable 1,008,189 137,677
2007 2006
sen sen
Diluted earnings per share 12.9 279.2
11. DIVIDENDS
Dividends
Dividends in respect of Year Recognised in Year
2007 2006 2005 2007 2006
RM’000 RM’000 RM’000 RM’000 RM’000
Recognised during the year:
Final dividend for 2005:
5% tax exempt, on
110,000,000 ordinary shares
(5 sen per ordinary share] - - 5,500 - 5,500
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Notes to the Financial Statements (on)
31 December 2007

11. DIVIDENDS (Cont’d)

Dividends
Dividends in respect of Year Recognised in Year
2007 2006 2005 2007 2006
RM’000 RM’000 RM’000 RM’000 RM’000

Final dividend for 2006:
7.5% tax exempt, on
899,844,000 ordinary
shares (1.5 sen per
ordinary share]) - 13,498 - 13,498 -

Proposed for approval at

Annual General Meeting

(not recognised as at

31 December):
Final dividend for 2007:

8.5% tax exempt, on

901,600,000 ordinary

shares (1.7 sen per

ordinary share]) 15,327 - - - -

15,327 13,498 5,500 13,498 5,500

At the forthcoming Annual General Meeting, a final tax exempt dividend in respect of the financial year
ended 31 December 2007 of 8 5% on 901 600 000 ordinary shares, amounting to a dividend payable of
RM15,327,200 (1.7 sen per ordinary share] will be proposed for shareholders’ approval. The financial
statements for the current financial year do not reflect this proposed dividend. Such dividend, if approved
by the shareholders, will be accounted for in equity as an appropriation of retained earnings in the
financial year ending 31 December 2008.
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Notes to the Financial Statements (onq)
31 December 2007

12. PROPERTY, PLANT AND EQUIPMENT ( Cont’d)

Motor
vehicles, Capital
Plant and equipment work-in-
Buildings machinery and fixtures progress Total
RM’000 RM’000 RM’000 RM’000 RM’000

Company
At 31 December 2007
Cost
At 1 January 2007 61,947 197,618 4,028 1,055 264,648
Additions 683 8,940 989 24,780 35,392
At 31 December 2007 62,630 206,558 5,017 25,835 300,040
Accumulated depreciation
At 1 January 2007 5,948 47,337 2,652 - 55,937
Depreciation charge for the year 1,279 11,266 505 - 13,050
At 31 December 2007 7,227 58,603 3,157 - 68,987
Net carrying amount 55,403 147,955 1,860 25,835 231,053
At 31 December 2006
Cost
At 1 January 2006 36,112 101,030 3,658 46,866 187,666
Additions 25,849 49,732 370 1,045 76,996
Disposals (14) - - - (14)
Reclassification - 46,856 - (46,856) -
At 31 December 2006 61,947 197,618 4,028 1,055 264,648
Accumulated depreciation
At 1 January 2006 5,160 41,937 2,258 - 49,355
Depreciation charge for the year 788 5,400 394 - 6,582
At 31 December 2006 5,948 47,337 2,652 - 55,937
Net carrying amount 55,999 150,281 1,376 1,055 208,711
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31 December 2007

12.

PROPERTY, PLANT AND EQUIPMENT ( Cont’d)

(a]  During the financial year, the Group and the Company acquired property, plant and equipment at
aggregate costs of RM56,935,000 (2006: RM83,433,000) and RM35,392,000 (2006: RM76,996,000)
respectively of which RM8,367,000 (2006: RM198,000] and RM690,000 (2006: RM198,000)
respectively were acquired by means of hire purchase arrangements. Net carrying amounts
of property, plant and equipment held under hire purchase and finance lease arrangements are

as follows:
Group Company

2007 2006 2007 2006
RM’000 RM’000 RM’000 RM’000
Plant and machinery 1,982 2,333 1,982 2,107
Office equipment 11 13 M 13
Motor vehicles 3,575 1,156 1,045 809
Capital work-in-progress 8,911 - - -
14,479 3,502 3,038 2,929

Details of the terms and conditions of the hire purchase and finance lease arrangements are

disclosed in Note 23.

(b]  The net carrying amounts of property, plant and equipment pledged as securities for borrowings

(Note 22] are as follows:

Group Company
2007 2006 2007 2006
RM’000 RM’000 RM’000 RM’000
Freehold land 18,123 - - -
Buildings 37,705 55,458 12,132 28,684
Plant and machinery 1,370,761 1,446,693 8,831 16,503
1,426,589 1,502,151 20,963 45,187

(c)]  Motor vehicles of the Group with net carrying amounts of approximately RM18,000 and RM173,000
were held in trust by a director and a shareholder respectively at the balance sheet date.

Annual report 07

&
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31 December 2007

13. PREPAID LAND LEASE PAYMENTS

Group Company
2007 2006 2007 2006
RM’000 RM’000 RM’000 RM’000
At 1 January 41,786 13,008 2,669 2,701
Acquisition of subsidiaries - 29,168 - -
Additions 156 - 156 -
Amortisation for the year (878]) (390) (32) (32)
At 31 December 41,064 41,786 2,793 2,669
Analysed as:
Long term leasehold land 41,064 41,786 2,793 2,669

The long term leasehold land of the Group and of the Company with aggregate carrying value of
RM30,358,000 (2006: RM31,044,000) and RM2,166,000 (2006: RM2,120,000) respectively are pledged as
securities for borrowings (Note 22).

14. INVESTMENT IN SUBSIDIARIES

Company
2007 2006
RM’000 RM’000
Unquoted shares at cost 292,400 292,400
Details of subsidiaries are as follows:
Country of Proportion of
Name of Subsidiaries Incorporation Ownership Interest Principal Activities
2007 2006
% %
Held by the Company:
Kin Kee Marketing Sdn. Bhd. Malaysia 100 100 Trading in steel bars and
related products
Harvard Vision Sdn. Bhd. Malaysia 100 100 Property investment
Kin Kee Steel Service Malaysia 100 100 Dormant
Centre Sdn. Bhd.
Perwaja Steel Sdn.Bhd.** Malaysia 51 51 Manufacturing and

trading of direct reduction
iron, steel billets,
beam-blanks and blooms
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Notes to the Financial Statements (on)
31 December 2007

14.

15.

INVESTMENT IN SUBSIDIARIES (Cont’d)

Country of Proportion of
Name of Subsidiaries Incorporation Ownership Interest Principal Activities
2007 2006
% %

Perfect Channel Sdn. Bhd. Malaysia 51 51 Manufacturing and
trading of steel beams,
sections, bars, wire rods,
nails, stretched wire,
wire mesh and other
steel product.

Perfect Wiremakers Malaysia 38 - Intends to manufacture

Sdn. Bhd. hard drawn wires, galvanised
steel wires and other wire
products.

**  Audited by firm other than Ernst & Young

Acquisition of subsidiary

On 11 June 2007 and 13 June 2007, the subsidiary, Perfect Channel Sdn. Bhd. acquired a total of 75
ordinary shares of RM1 each representing 75% of the equity interests in Perfect Wiremakers Sdn. Bhd.,
for a total cash consideration of RM75.

OTHER INVESTMENT

Group
2007 2006
RM’000 RM’000

Subordinated bonds at cost 4,000 -

The subordinated bonds relate to the collateralised loan as disclosed in Note 22. The collateralised loan
is provided by a syndication of lenders and one of the conditions is that the borrowers (a subsidiary being
one of them) are required to participate in the pool of lenders, limited to 10% of the amount borrowed.
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Notes to the Financial Statements (onq)
31 December 2007

16. DEFERRED TAXATION

Group Company
2007 2006 2007 2006
RM’000 RM’000 RM’000 RM’000
At 1 January (91,374) 16,293 18,618 16,285
Recognised in income statement (Note 9) 1,362 3,765 773 3,765
Acquisition of a subsidiary - (110,000] - -
Relating to changes in tax rates (964) (1,432) (773) (1,432)
At 31 December (90,976) (91,374) 18,618 18,618
Presented before and after appropriate
offsetting as follows:
Deferred tax liabilities 51,121 21,199 20,295 21,191
Deferred tax assets (142,097) (112,573) (1,677) (2,573)
(90,976) (91,374) 18,618 18,618
Deferred Tax Liabilities of the Group:
Property,
plant and
equipment
RM’000
At 1 January 2007 21,199
Recognised in income statement 29,531
Relating to changes in tax rates 391
At 31 December 2007 51,121
At 1 January 2006 16,293
Recognised in income statement 6,536
Relating to changes in tax rates (1,630)
At 31 December 2006 21,199
Deferred Tax Assets of the Group:
Unabsorbed
tax losses,
unutilised
reinvestment
allowances
and unutilised
capital
Provisions allowances Total
RM’000 RM’000 RM’000
At 1 January 2007 (100] (112,473) (112,573)
Recognised in income statement 100 (28,269) (28,169)
Relating to changes in tax rates - (1,355) (1,355)
At 31 December 2007 - (142,097) (142,097
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16. DEFERRED TAXATION (Cont’d)
Deferred Tax Assets of the Group: (Cont’d]

Unabsorbed
tax losses,
unutilised
reinvestment
allowances
and unutilised
capital
Provisions allowances Total
RM’000 RM’000 RM’000
At 1 January 2006 - - -
Recognised in income statement (108]) (2,663) (2,771)
Acquisition of a subsidiary - (110,000) (110,000)
Relating to changes in tax rates 8 190 198
At 31 December 2006 (100] (112,473) (112,573)
Deferred Tax Liabilities of the Company:
Property,
plant and
equipment
RM’000
At 1 January 2007 21,191
Recognised in income statement (101)
Relating to changes in tax rates (795)
At 31 December 2007 20,295
At 1 January 2006 16,285
Recognised in income statement 6,936
Relating to changes in tax rates (1,630)
At 31 December 2006 21,191
Deferred Tax Assets of the Company:
Unutilised
capital
allowances
and
reinvestment
Provisions allowances Total
RM’000 RM’000 RM’000
At 1 January 2007 (100] (2,473) (2,573)
Recognised in income statement 100 774 874
Relating to changes in tax rates - 22 22
At 31 December 2007 - (1,677) (1,677)
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Notes to the Financial Statements (onq)

31 December 2007

16. DEFERRED TAXATION (Cont’d)
Deferred Tax Assets of the Company:(Cont'd]

Unutilised

capital

allowances

and

reinvestment
Provisions allowances Total
RM’000 RM’000 RM’000
At 1 January 2006 - - -
Recognised in income statement (108) (2,663] (2,771)
Relating to changes in tax rates 8 190 198
At 31 December 2006 (100) (2,473) (2,573)

Deferred tax assets have not been recognised for the following unutilised tax losses, unabsorbed capital
allowances and unutilised reinvestment allowances of the Group and the Company due to uncertainty of
their achieving profitable operations in the near future as shown below:

Group Company
2007 2006 2007 2006
RM’000 RM’000 RM’000 RM’000
Unutilised tax losses 1,014,034 1,181,000 - -
Unabsorbed capital allowances - 9,555 - 9,555
Unutilised reinvestment allowances 77,891 98,066 77,891 98,066
1,091,925 1,288,621 77,891 107,621

The unutilised tax losses, unabsorbed capital allowances and unutilised reinvestment allowances of the
Group are available indefinitely for offsetting against future taxable profits of the respective entities
within the Group, subject to no substantial change in shareholdings of those entities under the Income
Tax Act, 1967 and guidelines issued by the tax authority.

The unabsorbed capital allowances and unutilised reinvestment allowances of the Company are
available for offsetting against future taxable profits subject to no substantial change in shareholdings
under the Income Tax Act, 1967 and guidelines issued by the tax authority.

17. INVENTORIES

Group Company
2007 2006 2007 2006
RM’000 RM’000 RM’000 RM’000
Cost
Raw materials 223,047 146,706 22,235 32,863
Finished goods 133,407 162,365 20,633 51,640
Consumable parts and spares 179,040 123,493 31,770 18,732
535,494 432,564 74,638 103,235
Net realisable value
Finished goods 34,311 - - -
569,805 432,564 74,638 103,235
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31 December 2007

18.

TRADE AND OTHER RECEIVABLES

Group Company
2007 2006 2007 2006
RM’000 RM’000 RM’000 RM’000
Trade receivables
Third parties 84,795 244,431 128 42,418
Ultimate holding company 1,352 3,608 1,350 3,606
Subsidiaries - - 198,881 289,717
Related parties* 96,516 66,309 99 103
182,663 314,348 200,458 335,844
Less:Provision for doubtful debts:
Third parties (5,980) (5,097) (66) (66)
Related parties* (13,616) (13,616) - -
Interest in suspense (36) - - -
Trade receivables, net 163,031 295,635 200,392 335,778
Other receivables
Subsidiaries - - 12,520 12,362
Deposits 1,635 13,224 1,210 7,943
Prepayments 13,617 4,160 3,446 4,160
Staff advances 681 642 627 596
Sundry receivables 65,213 39,123 2,765 4,501
81,146 57,149 20,568 29,162
Less:Provision for doubtful debts (5,622) (5,769) - -
Other receivables, net 75,524 51,380 20,568 29,162
238,555 347,015 220,960 364,940
* Related parties are corporations related to the ultimate holding company and Maju Holdings

Sdn Bhd.

(a) Credit risk

The Group’s primary exposure to credit risk arises through its trade receivables. The Group's
trading terms with its customers are mainly on credit. The credit term is generally for a period of
14 days to 45 days. Other credit terms are assessed and approved on a case-by-case basis. Each
customer has a maximum credit limit. The Group seeks to maintain strict control over its
outstanding receivables and has a credit control department to minimise credit risk. Overdue
balances are reviewed regularly by senior management. In view of the aforementioned and the fact
that the Group’s trade receivables relate to a large number of diversified customers, there is no
significant concentration of credit risk. Trade receivables are non-interest bearing.
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Notes to the Financial Statements (onq)
31 December 2007

18. TRADE AND OTHER RECEIVABLES (Cont’d)

(b) Due from third parties

Included in amount due from third parties was an amount of RM3,293,659 (2006: NIL) owing by a
debtor where a claim has been filed in the Court by the debtor against the Group for breach of
contract, details as disclosed in Note 26. The directors are of the opinion that the amount is

recoverable and accordingly, no allowance for doubtful debts is required.

(c) Due from subsidiaries

Amounts due from subsidiaries are non-interest bearing and are repayable on demand. The

amounts are unsecured and are to be settled in cash.
Further details on related party transactions are disclosed in Note 27

(d) Deposits pledged for borrowings

In prior year, deposits of the Group amounting to RM975,000 was pledged as security for

borrowings as disclosed in Note 22.

19. CASH AND CASH EQUIVALENTS

Group
2007

2006

RM’000 RM’000

Company
2007 2006
RM’000 RM’000

Cash on hand and at banks 76,127 23,680 41,273 500
Deposits with licensed banks 109,076 23,803 95,576 23,803
Cash and bank balances 185,203 47,483 136,849 24,303

Cash at banks of the Group and of the Company amounting to RM18,915,000 (2006: RM9,415,000) and
[RM5,192,000 (2006: RM9,415,000) are pledged as security for borrowings as disclosed in Note 22.

For the purpose of the cash flow statements, cash and cash equivalents comprise the following as at the

balance sheet date:

Group
2007

2006

RM’000 RM’000

Company
2007 2006
RM’000 RM’000

Cash and bank balances 185,203 47,483 136,849 24,303
Bank overdrafts (6,415) (9,579) (4,500) (5,364)

178,788 37,904 132,349 18,939
Deposits pledged as security for bank borrowings (18,915) (9,415) (5,192 (9.415)
Total cash and cash equivalents 159,873 28,489 127,157 9,524
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31 December 2007

20. SHARE CAPITAL AND SHARE PREMIUM

Number of
Ordinary Number of
Shares of Ordinary

RM0.20 Shares of Group and Company
Each  RM1 Each Amount
2007 2006 2007 2006
‘000 000 RM’000 RM’000

Authorised share capital
At 1 January 1,500,000 200,000 300,000 200,000

Created during the year 100,000 100,000
At 31 December 1,500,000 300,000 300,000 300,000
Ordinary share capital

(Issued and Fully Paid)
At 1 January 850,000 110,000 170,000 110,000
Issued during the year:

- Exercise of warrants 51,600 - 10,320 -

- Acquisition of a subsidiary - 60,000 - 60,000
At 31 December 901,600 170,000 180,320 170,000

The numbers of ordinary shares and warrants of RM1 each as at 1.1.2007 have been restated to of
RMQ0.20 each. As disclosed in Note 29 to the financial statements, the Company has undertaken a share
split involving the subdivision of every one existing shares held on into five subdivided shares.

Share premium

Group and Company

2007 2006

RM’000 RM’000

At 1 January 30,493 23,213
Increase arising from the acquisition of a subsidiary - 14,400
Transaction costs - (7,120)
At 31 December 30,493 30,493

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are
entitled to one vote per share at meetings of the Company. All ordinary shares rank equally with regard
to the Company’s residual assets.

Ordinary shares issued for acquisition of subsidiary

In prior year, the Company issued 60,000,000 new ordinary shares of RM1 each at an issue price of
RM1.24 per ordinary share amounting to RM74,400,000 as partial discharge of the purchase
consideration for the acquisition of 51% equity interest in Perwaja Steel Sdn. Bhd. The new ordinary
shares rank pari passu in all respects with the existing ordinary shares of the Company.
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21.

22.

RETAINED EARNINGS

As at 31 December 2007, the Company has tax exempt profits available for distribution of approximately
RM16,237,000 (2006: RM55,497,000) of its retained profits, subject to the agreement of the Inland
Revenue Board.

Prior to the 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 an irrevocable option
to disregard the 108 balance and opt to pay dividends under the single tier system. The change in the tax
legislation also provides for the 108 balance to be locked-in as at 31 December 2007 in accordance with
Section 39 of the Finance Act 2007.

As at 31 December 2007, the 108 balance of the Company was NIL. The Company may distribute
dividends out of its entire retained earnings under the single tier system.

BORROWINGS
Group Company
2007 2006 2007 2006
RM’000 RM’000 RM’000 RM’000
Short term borrowings
Secured:
Bank overdrafts 1,915 4,962 - 1,006
Trade financing 498,787 332,569 141,802 162,882
Term loans 1,720 1,720 1,720 1,720
Hire purchase and finance lease liabilities (Note 23] 4,290 5,461 866 778
506,712 344,712 144,388 166,386
Unsecured:
Bank overdrafts 4,500 4,617 4,500 4,358
Trade financing 234,687 165,905 234,687 165,905
Term loans 5,000 5,001 5,000 5,001
Murabahah Commercial Papers/Medium
Term Notes [Note 22(a)) 15,000 15,000 15,000 15,000
Loan from a related party (Note 22(d]) 21,070 - - -
Loan from the Malaysian Government (Note 22(e)) 29,723 - - -
309,980 190,523 259,187 190,264

816,692 535,235 403,575 356,650
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22.

BORROWINGS (Cont’d)

Group Company
2007 2006 2007 2006
RM’000 RM’000 RM’000 RM’000
Long term borrowings
Secured:
Term loans 820 2,540 820 2,540
Hire purchase and finance lease liabilities (Note 23] 5,473 2,337 90 524
Murabahah Medium Term Notes
(Note 22(b) and 22(c]) 410,000 410,000 100,000 100,000
Collateralised loan [(Note 22(f]) 40,000 - - -
456,293 414,877 100,910 103,064
Unsecured:
Term loans 11,666 15,000 11,666 15,000
Loan from a related party (Note 22(d)) 85,746 106,816 - -
Loan from the Malaysian Government (Note 22(e]) 118,891 148,614 - -
216,303 270,430 11,666 15,000
672,596 685,307 112,576 118,064
Total Borrowings
Bank overdrafts 6,415 9,579 4,500 5,364
Trade financing 733,474 498,474 376,489 328,787
Term loans 19,206 24,261 19,206 24,261
Hire purchase and finance
lease liabilities (Note 23) 9,763 7,798 956 1,302
Murabahah Commercial Papers/
Medium Term Notes (Note 22(a)) 15,000 15,000 15,000 15,000
Murabahah Medium Term Notes
(Note 22(b) and 22(c]) 410,000 410,000 100,000 100,000
Loan from a related party (Note 22(d)) 106,816 106,816 - -
Loan from the Malaysian
Government (Note 22(e]) 148,614 148,614 - -
Collateralised loan [(Note 22(f]) 40,000 - - -
1,489,288 1,220,542 516,151 474,714
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Notes to the Financial Statements (o
31 December 2007

22. BORROWINGS (Cont’d)

The weighted average effective interest rates per annum at the balance sheet date for borrowings,
excluding hire purchase and finance lease liabilities, were as follows:

Group Company

2007 2006 2007 2006

% % % %

Bank overdrafts 8.32 8.76 8.18 8.29
Trade financing:

- Trust receipts - 5.09 - 4.77

- Bankers’ acceptances 6.16 3.98 5.46 3.88

- Revolving credits - - - -

- Trade loan 7.88 7.75 - -

Collateralised loan 7.13 - - -

Hire purchase and finance lease liabilities 6.49 11.84 6.30 6.38

Term loans 7.88 8.13 7.88 8.13

The secured bank overdrafts, trade financing and term loans of the Group and of the Company are
secured by certain assets of the Group and of the Company as disclosed in Note 12(b] and Note 19,
debentures, corporate guarantees from the Company, and jointly and severally guaranteed by certain
directors of the Company and its subsidiaries.

The principal terms of the other borrowings are as follows:

(a)] Murabahah Commercial Papers/Medium Term Notes

Tenor of the issuance : 184 days

Yield to Maturity 0 4.92% per annum

Mode of issue : Private placement

Issue price (RM/100]  : 97.519

Underlying assets : All rights, title, benefits, entitlements and interest of the Company in,

under, pursuant to and/or in connection with seven (7) lots of industrial
lands together with the buildings erected thereon in the Mukim of Sungai
Karang, District of Kuantan.

(b)  RM310 million 9-year Murabahah Medium Term Notes
Tenor of the issuance : 9 years
Profit rate : 7.6 t0 9.7% per annum
Profit shall be payable semi-annually commencing 6 months from the
date of first issue until final maturity of the respective tranches.

Maturity : Tenure

Tranche (Years] RM'million

1 3 50

2 4 50

3 5 50

4 6 50

5 7 50

6 8 40

7 9 20

310
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Notes to the Financial Statements (g
31 December 2007

22. BORROWINGS (Cont’d)

(b)  RM310 million 9-year Murabahah Medium Term Notes (Cont'd)
Security . (i) Debenture creating first fixed and floating charge on certain assets,
present and future of the Group;
(ii) First legal charge over the certain leasehold land together with the
plants erected thereon of the Group; and

(iii) Fixed charge over all proceeds in the Designated Accounts,
comprising the Escrow Account and Finance Service Reserve

Account.
Basis of Arrangement : On a “bought deal” basis.
Issue and Redemption : The Murabahah Medium Term Notes was issued at par and redeemable

at par on the respective maturities.

(cJ]  RM100 million 10-year Murabahah Medium Term Notes

Tenor of the issuance : 3 to 10 years
Profit rate . 7.5to 9.8% per annum
Maturity . Tenure
Tranche (Years)] RM™million
1 3 10
2 4 10
3 5 10
4 6 10
5 7 10
6 8 10
7 9 20
8 10 20
100

Profit shall be payable semi-annually commencing 6 months from date
of first issue until final maturity of the respective tranches.

Underlying assets - (i) All rights, title, benefits, entitlements and interest of the Company
in, under pursuant to and/or in connection with seven (7] lots of
industrial lands together with the buildings erected thereon in the
Mukim of Sungai Karang, District of Kuantan;

(i) ALl rights, title, benefits, entitlements and interest of the Company
in, under, pursuant to and/or in connection with all buildings,
including but not limited to factories and offices owned by the
Company; and

(i) ALl rights, title, benefits, entitlements and interest of the Company
in, under, pursuant to and/or in connection with all plants and
machinery, including but not limited to steel re-rolling machines
owned by the Company.

Basis of Arrangement : On a "bought deal” basis.
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Notes to the Financial Statements (onq)
31 December 2007

22. BORROWINGS (Cont’d)

(d)

(e

(f)

Loan from a related party

The original terms and conditions of the loan from a related party stipulated that the amount was
unsecured, interest-free and becomes payable upon completion of the restructuring exercise of
Perwaja Terengganu Sdn. Bhd. and its subsidiaries on 6 January 2003. Subsequently, discussions
were held between the Company and a related party, Equal Concept Sdn. Bhd. ("ECSB") for a
revision of the terms of the loan, including the repayment terms. The revised terms and conditions
stipulated that the amount is unsecured, interest-free and is repayable in five equal annual
instalments of approximately RM21.1 million, commencing on or before 4 September 2008.

Loan from the Malaysian Government

The original terms and conditions of the loan from the Malaysian Government has no fixed terms
of repayment and was interest-free. The revised terms and conditions stipulated that the loan is
unsecured and interest-free. The loan is repayable as follows:

(a] 2 years moratorium from having to repay any outstanding amount until January 2008; and

(b)  upon expiry of the 2 year moratorium, RM14 million and RM15.7 million will be payable on or
before 14 March and 4 September annually to the Malaysian Government for the next 5 years
towards the full settlement of the advances.

Collaterised loan

The collateralised loan is repayable on 18 January 2012. It is secured by way of:

(a) debenture, land charges, assignments, other security interest or liens and property, if any;

(b] guarantees, promissory notes, warrantors, insurance, performance bonds or other
agreements, instruments or arrangements of any kind; and

(c] all the proceeds of any of the foregoing.

23. HIRE PURCHASE AND FINANCE LEASE LIABILITIES

Group Company
2007 2006 2007 2006
RM’000 RM’000 RM’000 RM’000

Future minimum lease payments:

Not later than 1 year 4,720 5,879 895 855
Later than 1 year and not later than 5 years 6,088 2,436 90 540
Total minimum future lease payments 10,808 8,315 985 1,395
Less: Future finance charges (1,045) (517) (29) (93)
Present value of finance lease liabilities 9,763 7,798 956 1,302
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Notes to the Financial Statements (on)
31 December 2007

23.

24.

HIRE PURCHASE AND FINANCE LEASE LIABILITIES (Cont’d)

Group Company
2007 2006 2007 2006
RM’000 RM’000 RM’000 RM’000
Analysis of present value of finance lease liabilities:
Not later than 1 year 4,290 5,461 866 778
Later than 1 year and not later than 5 years 5,473 2,337 90 524
9,763 7,798 956 1,302
Less: Amount due within 12 months (Note 22) (4,290) (5,461) (866) (778)
Amount due after 12 months (Note 22) 5,473 2,337 90 524

The Group has finance leases and hire purchase contracts for various items of property, plant and
equipment (see Note 12(a)). These leases have terms of renewal but no purchase options and escalation
clauses. Renewals are at the option of the specific entity that holds the lease. There are no restrictions
placed upon the Group by entering into these leases and no arrangements have been entered into for
contingent rental payments.

TRADE AND OTHER PAYABLES

Group Company
2007 2006 2007 2006
RM’000 RM’000 RM’000 RM’000

Trade payables

Third parties 240,289 454,301 4,438 4,795
Ultimate holding company 42,068 27,468 - -
Related parties* 26,301 44,946 1,842 1,686

308,658 526,715 6,280 6,481

Other payables

Accruals 19,010 92,210 10,367 76,312
Payroll liabilities 610 1,012 610 460
Due to related parties* 3,244 34,879 - -
Due to directors - 10 - -
Other payables 142,027 178,803 102,580 146,162

164,891 306,914 113,557 222,934

473,549 833,629 119,837 229,415

Related parties are corporations related to the ultimate holding company and Maju Holdings
Sdn Bhd.

(a) Trade payables
Trade payables are non-interest bearing and the normal trade credit terms granted to the Group
and the Company range from 30 to 90 days.
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Notes to the Financial Statements (onq)
31 December 2007

24,
(b)

(c)

(d)

TRADE AND OTHER PAYABLES (Cont’d)

Due to related parties
Amounts due to related parties are non-interest bearing and are repayable on demand. These
amounts are unsecured and are to be settled in cash.

Due to directors
Amounts due to directors are non-interest bearing and are repayable on demand. These amounts
are unsecured and are to be settled in cash.

Other payables

Included in other payables of the Group and of the Company is an amount of RM88,706,000 (2006:
RM109,176,000) which relates to the balance of purchase consideration for the acquisition of 51%
equity interest in Perwaja Steel Sdn. Bhd.. Under the terms of the purchase, this amount is non-
interest bearing and is repayable over 68 monthly instalments.

Further details on related party transactions are disclosed in Note 27.

25.

CAPITAL COMMITMENTS

26.

Group Company
2007 2006 2007 2006
RM’000 RM’000 RM’000 RM’000
Capital expenditure
Approved and contracted for:
Property, plant and equipment 27,466 15,467 - 380
CONTINGENT LIABILITIES
Group Company
2007 2006 2007 2006
RM’000 RM’000 RM’000 RM’000
Unsecured:
Corporate guarantees given to
banks for credit facilities granted
to subsidiaries - - 386,500 75,000
Claims by related parties against a subsidiary * 8,672 7,265 - -
Claims by a third party against a subsidiary ** 36,080 - - -

*
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A claim has been made by related parties on goods transferred to a subsidiary in which the
subsidiary does not agree with the amount claimed. As at to date, no legal claim has been made by
related parties.

A claim has been filed in the Court by a debtor against a subsidiary for breach of contract. The
subsidiary has counter claimed against this debtor for the receovery of an amount of approximately
RM3.3million for goods sold. The mention date at the Court on 29 February 2008 has been
adjourned to 5 May 2008. Based on the legal advice, the directors are of the opinion that the claim
against the subsidiary will not succeed.



Notes to the Financial Statements (on)
31 December 2007
27. RELATED PARTY DISCLOSURES

(a]  In addition to the transactions detailed elsewhere in the financial statements, the Group and the
Company had the following transactions with related parties during the financial year:

Note 2007 2006
RM’000 RM’000
Group
Related parties:*
Rental income - 240
Sale of goods 366,579 1,075,851
Purchase of goods and services 351,676 1,169,763
Insurance services 3,196 811
Company
Subsidiaries:
Management fees received 3 350 350
Sale of goods 1,154,231 749,139
Purchase of goods 930,821 200,112
Interest charged 13,555 6,981
Related parties:*
Sale of goods 13,799 9,526
Purchase of goods and services 5,730 9,086
* Related parties are corporations related to the ultimate holding company and Maju Holdings

Sdn Bhd.

(] The sale of goods to subsidiaries and related companies were made according to the
published prices and conditions offered to the major customers of the Group and the
Company.

(i) The purchase of goods and services from related companies were made according to the
published prices and conditions offered by these related parties to their major customers.

(i) The directors consider that the purchases of raw materials were made according to the
published prices and conditions similar to those offered to the major customers of the
supplier.

Information regarding outstanding balances arising from related party transactions as at 31 December
2007 are disclosed in Note 18 and Note 24.

(b] Compensation of key management personnel

The remuneration of key manegement personnel during the year is directors’ remuneration as
disclosed in Note 8 to the financial statements.
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28. FINANCIAL INSTRUMENTS

(a)

(b)

(c)

(d)

(e)
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Financial risk management objectives and policies

The Group’s financial risk management policy seeks to ensure that adequate financial resources
are available for the development of the Group's businesses whilst managing its interest rate risks
(both fair value and cash flow), foreign currency risk, liquidity risk and credit risk. The Board
reviews and agrees policies for managing each of these risks and they are summarised below. It is,
and has been throughout the year under review, the Group's policy that no trading in derivative
financial instruments shall be undertaken.

Interest rate risk

The Group's exposure to interest rate fluctuations is due to the Group's borrowings being mainly
dependent on the lending financial institutions base lending rates and market cost of funds
particularly for its term loans, overdrafts and trade financing loans. The Group did not have a
specific mechanism to manage its interest rate risk.

Foreign currency risk

The Group is exposed to foreign currency risk as a result of transactions denominated in foreign
currency arising from the normal business activities. The currency giving rise to this risk are
primarily US Dollars, Euro and Japanese Yen. Exposure to foreign currency risk is monitored on an
ongoing basis and when considered necessary, the Group will consider using effective financial
instruments to hedge its foreign currency risk.

Liquidity risk

The Group manages its debt maturity profile, operating cash flows and the availability of funding so
as to ensure that refinancing, repayment and funding needs are met. As part of its overall liquidity
management, the Group maintains sufficient levels of cash or cash convertible investments to
meet its working capital requirements. In addition, the Group strives to maintain available banking
facilities at a reasonable level to its overall debt position. As far as possible, the Group raises
committed funding from both capital markets and financial institutions and balances its portfolio
with some short term funding so as to achieve overall cost effectiveness.

Credit risk

The Group seeks to invest cash assets safely and profitably. It also seeks to control credit risks by
setting appropriate credit terms and limits for customers and ensuring that sales of products are
made to customers with good credit assessment.



Notes to the Financial Statements (on)
31 December 2007

28.

FINANCIAL INSTRUMENTS (Cont’d)

(f)

Fair values

The carrying amounts of financial assets and liabilities of the Group and of the Company at the

balance sheet date approximated their fair values except for the following:

Group Company
Carrying Carrying
Amount  Fair Value Amount  Fair Value
Note RM’000 RM’000 RM’000 RM’000
At 31 December 2007
Murabahah Medium Term Notes 22 410,000 452,562 100,000 105,672
Loan from a related party 22 106,816 95,466 - -
Loan from the Malaysian Government 22 148,614 132,822 - -
Collateralised loan 22 40,000 42,625 - -
Hire purchase and finance
lease liabilities 23 9,763 9,320 956 1,047
At 31 December 2006
Murabahah Medium Term Notes 22 410,000 427,364 100,000 106,169
Loan from a related party 22 106,816 * - -
Loan from the Malaysian Government 22 148,614 * - -
Hire purchase and finance
lease liabilities 23 7,798 7,786 1,302 1,290

*

It is not practical to estimate the fair values of the Group's loan from a related party and loan

from the Malaysian Government in prior year due to principally to a lack of fixed repayment
terms entered by the parties involved and without incurring excessive costs.

The methods and assumptions used by the management to determine fair values of financial
instruments other than those whose carrying amounts reasonably approximate their fair values are

as follows:

Borrowings

Fair value has been determined using discounted estimated cash flows. The discount rates used
are the current market incremental lending rates for similar types of lending, borrowing and

leasing arrangements.
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29.

30.

31.

32.

SIGNIFICANT EVENTS

(a]  On 11 June 2007 and 13 June 2007, one of the subsidiaries, Perfect Channel Sdn. Bhd. had acquired
a total of 75 ordinary shares of RM1 each, representing 75% of the equity interests in Perfect
Wiremakers Sdn. Bhd., for a total cash consideration of RM75.

(b)  On 13 July 2007, the Company intended to undertake a share split involving the subdivision of every
one existing ordinary share of RM1 each held into five subdivided shares of RM0.20 each.

As the result, the authorised share capital of the Company of 300,000,000 ordinary shares of RM1
each was altered to 1,500,000,000 shares of RM0.20 each on 1 October 2007.

On 7 August 2007, Securities Commission approved the issuance of up to 129,877,200 additional
warrants to the existing warrant holders of the Company pursuant to the proposed share split.

(] The Company had issued 10,025,500 new ordinary shares arising from the conversion of warrants
into ordinary shares from 16 February 2007 to 26 September 2007 at the exercise price of RM1
per share.

After the share split, the Company had issued 1,470,830 new ordinary shares arising from the
conversion of warrants into ordinary shares from 18 October 2007 to 31 December 2007 at the
exercise price of RM0.20 per share.

SUBSEQUENT EVENT

On 31 January 2008, one of the subsidiaries of the Company, Perwaja Steel Sdn. Bhd. ("PSSB"] had
submitted an application to the Securities Commission for the proposed listing on the main board of
Bursa Malaysia Securities Berhad. Perwaja Holdings Berhad, a newly incorporated company, will be the
holding company of PSSB to facilitate the proposed floatation.

The application was approved by the Securities Commission on 31 March 2008 and the proposed
floatation was approved by the Ministry of International Trade and Industry on 11 April 2008.

COMPARATIVES

The presentation and disclosure of items in the current year financial statements have been consistent
with the previous financial year except that certain comparative amounts have been reclassified to
conform with current year’s presentation.

SEGMENT INFORMATION
(a) Primary reporting format - Business segment

The Group's activities are identified as one business segment, predominantly, in the manufacturing
and trading of steel related products. Accordingly, no information on Group’'s operations by
business segment has been disclosed.

(b) Secondary reporting format - Geographical segment

The Group operates only in Malaysia. Accordingly, no information on Group’'s operations by
business segment has been disclosed.
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Properties Owned
by KINSTEEL and Its Subsidiaries

Audited
Built-up area/ net book
approximate  value as at
Registered Description/ Year of Land ageof  31.12.2007
Owner Location Existing Use Tenure acquisition Area building RM ‘000
Kinsteel H.S.(D) 9690/P.T. 4540 Lease for 1991-1993 1.21
Mukim of Sungai Karang 66 years hectares \
District of Kuantan expiring
Pahang Darul Makmur 14 July
2058
Kinsteel H.S.[D) 7829/P.T. 3644 Lease for 1991-1997 7,536.45
Mukim of Sungai Karang 66 years square
District of Kuantan expiring metres
Pahang Darul Makmur 20 August
Industrial land, 2053 203,650
factory and square feet/
Kinsteel H.S.(D) 17527/P.T. 7498 office Lease for 1991-1992 1.18 10 to 16 years 8,263
Mukim of Sungai Karang 99 years hectares
District of Kuantan expiring
Pahang Darul Makmur 22 February
2097
Kinsteel H.S.[D) 18129/P.T. 7528 Lease for 1992-1995 7,540
Mukim of Sungai Karang 99 years square
District of Kuantan expiring metres j
Pahang Darul Makmur 26 July 2097
Kinsteel H.S.(D) 17914/PT. 7493 Lease for 1991 91,010
Mukim of Sungai Karang 99 years square
District of Kuantan expiring feet
Pahang Darul Makmur 26 May 2097
Industrial land/ Not
Kinsteel H.S.[D) 17528/P.T. 7492 Vacant Lease for 1993 20,902 applicable 1,253
Mukim of Sungai Karang 99 years square
District of Kuantan expiring metres
Pahang Darul Makmur 22 February
2097
Harvard ~ * H.S.[D) 16728/P.T. 7448 Industrial land Lease for 1997 12.623 - 10,078
Vision Mukim of Sungai Karang 99 years hectares
Sdn Bhd District of Kuantan expiring
("Harvard”)  Pahang Darul Makmur 19 December
2096
Kinsteel as above Factory Lease for 1998-2001 - 261,360 24,603
99 years square feet/
expiring less than
19 December 10 years
2096
Kinsteel ~ **H.S.(D) 19213/P.T. 7957 Factory Lease for 2006 - 25,900
Mukim of Sungai Karang 99 years square metres/ 24,984
District of Kuantan expiring less than
Pahang Darul Makmur 30 July 1 year
2098
Perwaja Pajakan Negeri 2586 Lease for 1983 687,704
Steel Lot No. 1407 60 years square
Sdn Bhd Mukim of Teluk Kalung expiring metres
["Perwaja”)  District of Kemaman 28 March
Terengganu Darul Iman 2043
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Properties Owned ()
by KINSTEEL and Its Subsidiaries

Audited
Built-up area/ net book
approximate  value as at
Registered Description/ Year of Land ageof  31.12.2007
Owner Location Existing Use Tenure acquisition Area building RM ‘000
Perwaja Pajakan Negeri 2587 Lease for 1986 3,724
Lot No. 1412 60 years square
Mukim of Teluk Kalung expiring metres
District of Kemaman 16 September 138,621
Terengganu Darul Iman Industrail 2046 square metres/
land, factory 11to 25 64,136
Perwaja Pajakan Negeri 2588 and office Lease for 1986 6,867 years
Lot No. 1411 60 years square
Mukim of Teluk Kalung expiring metres
District of Kemaman 16 September
Terengganu Darul Iman 2046
Perwaja H.S.(D) 1474/P.T. 2504 Lease for 1991 810,000
Mukim of Teluk Kalung 60 years square
District of Kemaman expiring metres
Terengganu Darul Iman 27 September
2051
Perfect Lot 8067 /P.T. 1810 Industrial land Freehold 2006 380,400 604,309 12,800
Channel Mukim of Gurun and factory square square feet
Sdn Bhd District of Kuala Muda metres
("Perfect”)  Kedah Darul Aman
Perfect Lot 8068 /P.T. 1811 Industrial Freehold 2006 120,400 526,005 4,637
Mukim of Gurun, land, factory square square feet
District of Kuala Muda and office metres
Kedah Darul Aman
Perfect Lot 8069 /P.T. 1812 Industrial land Freehold 2006 198,700 9,215 6,268
Mukim of Gurun and factory square square feet
District of Kuala Muda metres
Kedah Darul Aman
Perfect Lot 8071 /P.T. 1813 Industrial land Freehold 2006 25310 635,063 36,576
Mukim of Gurun and factory square square feet
District of Kuala Muda metres
Kedah Darul Aman
Perfect Lot 8070 /P.T. 1814 Industrial land Freehold 2006 651,000 4,500 19,947
Mukim of Gurun and factory square square feet
District of Kuala Muda metres
Kedah Darul Aman
Perfect Lot 8072 /P.T. 1815 Industrial land Freehold 2006 392,000 21,646 12,343
Mukim of Gurun and factory square square feet
District of Kuala Muda metres
Kedah Darul Aman
TOTAL 225,888
Note:
* The steel mills built on H.S.(D) 16728/P.T. 7448 are owned by Kinsteel but the aforementioned industrial land is owned by Harvard.
o The steel mills built on H.S.(D) 19213/P.T. 7957 are owned by Kinsteel but the aforementioned industrial land is owned by Gebeng
Jaya Sdn Bhd, a related party.
# The net book value of properties held under Lot 8067/P.T. 1810, Lot 8068/P.T. 1811, Lot 8069/P.T. 1814 nad Lot 8072/P.T. 1815 only reflects the

volue of the lands as buildings erected on these lands still in the process of obtaining the Certificate of Fitness for occupation.
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Analysis of Shareholdings

as at 30 April 2008

Authorised Share Capital :
Paid-up Share Capital

Type of Shares

No. of Shareholders

Voting Rights

DISTRIBUTION OF SHAREHOLDERS

RM300,000,000
RM182,393,806
Ordinary Share of RM0.20 each

One vote for every share

Range No. of % No. of %
shareholders shares

Less than 100 7 0.09 205 0.00
100 - 1,000 883 10.90 798,400 0.09
1,001 - 10,000 5,189 64.08 26,422,795 2.90
10,0071 - 100,000 1,746 21.56 55,941,810 6.13
100,001 - less than 5% of issued shares 269 3.32 282,034,845 30.93
5% and above of issued shares 4 0.05 546,770,975 59.95

8,098 100.00 911,969,030 100.00

Substantial Shareholders as per Register maintained under Section 69L of the Companies Act, 1965 as at 30 April

2008.

Name

Tan Sri Abu Sahid Bin Mohamed

Maju Holdings Sdn Bhd

Tan Sri Dato’ Pheng Yin Huah

Dato” Hong Thian Hock

Perniagaan Kin Kee Sdn Bhd

Kin Kee Holdings Sdn Bhd

GKG Investment Holdings Pte Ltd ("GKGI")
Goh Geok Khim

Goh Yew Lin

Notes:

Nationality/
Country of
incorporation

Malaysian
Malaysia
Malaysian
Malaysian
Malaysia
Malaysia
Singapore

Singaporean
Singaporean

No. of
ordinary
shares

2,864,000
187,822,600
21,805,665
1,838,400

311,791,675

%

0.31
20.60
2.39
0.20

34.19

Indirect

No. of

ordinary
shares %
187,822,600 20.60°
325,411,675 35.68'
325,476,675 35.70°
311,791,675 34.19¢
47,318,200 5.18°
47,318,200 5.18¢
47,318,200 5.18’

1. Deemed interested by virtue of his 57.6% direct shareholding in Perniagaan Kin Kee Sdn Bhd (which the
latter holds 60.62% direct interest in Kin Kee Holdings Sdn Bhd), Kin Kee Holdings Sdn Bhd (17.67%), Kin Kee
Hardware Sdn Bhd (17.47% ) and Kin Kee Metal Sdn Bhd (30.63%) pursuant to Section 6A of the Companies

Act.

2. Deemed interested by virtue of his 31.62% direct interest in Perniagaan Kin Kee Sdn Bhd with the latter holds
60.62% direct interest in Kin Kee Holdings Sdn Bhd and 60% in Kin Kee Hardware Sdn Bhd, his 30.63% direct
shareholdings in Kin Kee Metal Sdn Bhd and 0.01% indirect interest held through his son.

3. Deemed interested by virtue of his shareholding in Maju Holdings Sdn Bhd pursuant to Section éA of the

Companies Act.

4. Deemed interested by virtue of its 60.62% direct interest in Kin Kee Holdings Sdn Bhd
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Analysis of Shareholdings (onq
as at 30 April 2008

DISTRIBUTION OF SHAREHOLDERS (CONT’D)
Notes:(Cont’'d)

5. Deemed interested via its subsidiary company, Future Equity Investment Ltd which owns 500,000 shares
representing 0.05% share capital in Kinsteel and also by virtue of its 100% direct interest in Alpha Securities
Pte Ltd which the latter holds 7,050,000 shares representing 0.77% of the share capital of Kinsteel and more
than 15% of its voting rights in G.K. Goh Holdings Limited ["GKGH") in which GKGH through its subsidiaries,
Canistel Pte Ltd ("Canistel”) holds 33,568,200 shares representing 3.7% of the share capital of Kinsteel &
G.K.Goh Strategic Holdings Pte Ltd ("Strategic”) holds 6,200,000 shares representing 0.68% of the share
capital of Kinsteel.

6. Deemed interested by virtue of his shareholding representing15% or more of the voting rights in GKGI. GKGI's
subsidiaries, Alpha Securities Pte Ltd and Future Equity Investment Ltd hold 0.77% and 0.05% of the shares
capital in Kinsteel respectively. In addition to that, GKGI also holds more than 15% voting rights in GKGH which
GKGH's wholly owned subsidiaries, Canistel & Strategic holds 3.7% and 0.68% respectively of the share capital
of Kinsteel.

7. Deemed interested by virtue of his shareholding representing15% or more of the voting rights in GKGI. GKGI's
subsidiaries, Alpha Securities Pte Ltd and Future Equity Investment Ltd hold 0.77% and 0.05% of the shares
capital in Kinsteel respectively. In addition to that, GKGI also holds more than 15% voting rights in GKGH which
GKGH's wholly owned subsidiaries, Canistel & Strategic hold 3.7% and 0.68% of the share capital of Kinsteel
respectively.

Directors” Shareholdings as per Register maintained under Section 134 of the Companies Act, 1965 as at 30 April
2008.

Direct Indirect
No. of No. of
ordinary ordinary

Name Nationality shares % shares %
Tan Sri Abu Sahid Bin Mohamed Malaysian 2,864,000 0.31 187,822,600 20.60*
Dato” Md Sharif bin Shamsuddin Malaysian 3,625,000 0.40 - -
Tan Sri Dato” Pheng Yin Huah Malaysian 21,805,665 2.39 325,411,675 35.68'
Henry Pheng Chin Guan Malaysian 1,660,000 0.18 140,000 0.02¢
Dato” Hong Thian Hock Malaysian 1,838,400 0.20 325,538,675 35.70°
Dato” Lew Choon Malaysian 2,920,000 0.32 125,000 0.017
Datin Hong Cheng Guat Malaysian 1,422,500 0.16 3,095,000 0.34°
Dato” Pheng Chin Kiat Malaysian 150,000 0.02 - -
Dato” Abu Talib Bin Mohamed Malaysian 700,000 0.08 - -
Dato” Mohamed Fuad bin Yon Malaysian - - - -
Kamaruddin bin Koskani Abdul Hamid Malaysian 20,000 0.002 - -
Pheng Chin Huat Malaysian 275,000 0.03 - -
Dato” Rahadian Mahmud bin Tan

Sri Dato” Seri Haji Mohammad Khalil Malaysian - - - -
Shamsudin (@ Samad bin Kassim Malaysian 10,000 0.001 - -
Chong Hoi Sheong @ Chong Hoi Cheong Malaysian 50,000 0.01 30,000 0.003°
Pheng Chin Shiun Malaysian 375,000 0.04 - -
Notes:

1. Deemed interested by virtue of his 57.6% direct shareholding in Perniagaan Kin Kee Sdn Bhd (which the latter
holds 60.6% direct interest in Kin Kee Holdings Sdn Bhd], Kin Kee Holdings Sdn Bhd (17.67%), Kin Kee
Hardware Sdn Bhd (17.47% ) and Kin Kee Metal Sdn Bhd (30.63%) pursuant to Section 6A of the Companies
Act.

2. Deemed interested by virtue of his 31.62% direct interest in Perniagaan Kin Kee Sdn Bhd with the latter holds
60.62% direct interest in Kin Kee Holdings Sdn Bhd and 60% in Kin Kee Hardware Sdn Bhd, his 30.63% direct
shareholdings in Kin Kee Metal Sdn Bhd and 0.01% indirect interest held through his children.
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Analysis of Shareholdings (onq
as at 30 April 2008

DISTRIBUTION OF SHAREHOLDERS (CONT'D])

Notes: (Cont’'d)

3. Deemed interested by virtue of her shareholding in Kin Kee Metal Sdn Bhd (30.63%) pursuant to Section
6A of the Companies Act and her children’s shareholding in Kinsteel.

4. Deemed interested by virtue of his shareholding in Maju Holdings Sdn Bhd pursuant to Section 6A of the
Companies Act.

5. Deemed interested by virtue of his spouse, Ong Lay Choon’s shareholdings in Kinsteel
6. Deemed interested by virtue of his spouse, Goh Yoke Lan (@ Goh Mei Leng’s shareholding in Kinsteel

7. Deemed interested by virtue of his children’s shareholdings in Kinsteel

TOP 30 LARGEST SHAREHOLDERS’ REPORT

No. Name No. of shares %
1. Kin Kee Holdings Sdn Bhd 214,211,175 23.49
2. Kenanga Nominees (Tempatan) Sdn Bhd 187,800,000 20.59

(Pledged Securities Account for Maju Holdings Sdn Bhd)

3. Kin Kee Holdings Sdn Bhd 78,322,000 8.59

4. HSBC Nominees (Asing) Sdn Bhd 66,437,800 7.29
(for Morgan Stanley & Co. International PLC (IPB Client Acct))

5. Mayban Nominees [Asing) Sdn Bhd 33,568,200 3.68
(for Canistel Pte Ltd)

6. OSK Nominees (Tempatan) Sdn Berhad 19,258,500 211
(Pledged Securities Account for Kin Kee Holdings Sdn Bhd)

7. Citigroup Nominees (Tempatan) Sdn Bhd 18,738,165 2.05
(Pledged Securities Account for Tan Sri Dato Sri’ Pheng Yin Huah)

8. HSBC Nominees (Asing) Sdn Bhd 14,500,000 1.59
(for JF Asean Growth Open Mother Fund (JTSB MHTB))

9. HSBC Nominees [Asing) Sdn Bhd 14,420,000 1.58
(for the Hongkong and Shanghai Banking Corporation Limited (HBFS-I CLT ACCT))

10. Amsec Nominees (Tempatan) Sdn Bhd 13,175,000 1.44
(Pledged Securities Account for Pong Ching Keong)

11. Kin Kee Hardware Sdn Bhd 10,650,000 1.17

12. Cartaban Nominees [Asing) Sdn Bhd 8,500,000 0.93

(for State Street Australia Fund UAJB for Unifund (HTSG as Trustee))

13. Mayban Nominees (Asing) Sdn Bhd 7,050,000 0.77
(for Alpha Securities Pte Ltd)
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Analysis of Shareholdings (onq
as at 30 April 2008

TOP 30 LARGEST SHAREHOLDERS’ REPORT (CONT’D)

No. Name No. of shares %

14. Mayban Nominees (Asing] Sdn Bhd 6,200,000 0.68
(for G.K.Goh Strategic Holdings Pte Ltd)

15. Nik Anida Binti Nik Manshor 5,825,000 0.64

16. Cartaban Nominees (Tempatan) Sdn Bhd 4,800,000 0.53
(for Allianz Life Insurance Malaysia Berhad)

17. Dato’ Md Sharif Bin Shamsuddin 3,625,000 0.40

18. MIDF Amanah Investment Nominees (Tempatan] Sdn Bhd 3,584,500 0.39
(Pledged Securities Account for Wong Kichin)

19. Amanah Raya Nominees (Tempatan) Sdn Bhd 3,300,000 0.36

20. Mayban Nominees (Tempatan) Sdn Bhd 3,073,700 0.34
(for Maybank Trustees Berhad for Public Aggressive Growth Fund)

21. Kin Kee Metal Sdn Bhd 2,970,000 0.33

22. AIBB Nominees (Tempatan ) Sdn Bhd 2,894,000 0.32

23. MIDF Amanah Investment Nominees (Tempatan] Sdn Bhd 2,864,000 0.31
(Pledged Securities Account for Tan Sri Abu Sahid Bin Mohamed)

24. AllianceGroup Nominees (Tempatan] Sdn Bhd 2,792,500 0.31
(Pledged Securities Account for Tan Sri Dato Sri’ Pheng Yin Huah (100362))

25. HSBC Nominees (Tempatan) Sdn Bhd 2,691,500 0.30
(for HSBC (M) Trustee Bhd for OSK-UOB Small Cap Opportunity Unit Trust (3548))

26. Employees Provident Fund Board 2,604,700 0.29

27. HSBC Nominees (Tempatan) Sdn Bhd 2,537,500 0.28
(for HSBC (M) Trustee Bhd for OSK-UOB Resources Fund)

28. HSBC Nominees (Asing) Sdn Bhd 2,527,000 0.28
(for Morgan Stanley & Co Incorporated)

29. Universal Trustee (Malaysia) Berhad 2,050,000 0.22
(for CIMB Islamic Small Cap Fund)

30. Dato” Hong Thian Hock 1,838,400 0.20

742,808,640 81.45
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Analysis of Warrantholdings

(warrant 2005/2011) as at 30 April 2008

No. of Warrants Outstanding : 138,030,970

Description . The Warrant 2005/2011 issued by the Company which entitles the registered
holders to subscribe for one new share in the Company for each warrant held at
the adjusted exercise price of RM0.20 per share subject to adjustments as may
be allowed under the Deed Poll dated 24 January 2005 and Supplemental Deed
Poll dated 21 September 2007 during the exercise period of six (6] years and six
(6) months expiring on 11 November 2011

DISTRIBUTION OF WARRANTHOLDERS

Range No. of % No. of %
warrantholders warrants

Less than 100 6 1.18 130 0.00
100 - 1,000 86 16.96 52,190 0.04
1,001 - 10,000 269 53.06 1,414,590 1.02
10,001 - 100,000 114 22.49 3,416,705 2.48
100,001 - less than 5% of issued shares 28 5.52 27,463,830 19.90
5% and above of issued shares 4 0.79 105,683,525 76.56

507 100.00 138,030,970 100.000

Substantial Warrantholders as per Register Maintained under Section 69L of the Companies Act, 1965 as at 30 April
2008.

Direct Indirect

Nationality

Country of No. of No. of
Name incorporation warrants % warrats %
Tan Sri Dato’ Pheng Yin Huah Malaysian 11,189,830 8.1 96,151,580 69.66'
Dato” Hong Thian Hock Malaysian - - 88,151,580 63.86°
Perniagaan Kin Kee Sdn Bhd Malaysia - - 88,151,580 63.867
Kin Kee Holdings Sdn Bhd Malaysia 88,151,580 63.86 - -

Notes:

1. Deemed interested by virtue of his 57.6% direct interest in Perniagaan Kin Kee Sdn Bhd, which the latter holds
60.6% direct interest in Kin Kee Holdings Sdn Bhd and his 17.47% direct shareholdings in Kin Kee Hardware
Sdn Bhd and 17.67% direct shareholdings in Kin Kee Holdings Sdn Bhd.

2. Deemed interest by virtue of his 31.6% direct interest in Perniagaan Kin Kee Sdn Bhd which the latter holds
60.6% direct interest in Kin Kee Holdings Sdn Bhd.

3. Deemed interested by virtue of its 60.6% direct interest in Kin Kee Holdings Sdn Bhd

Annual report 07

97



Analysis of warrantholdings o)
(warrant 2005/2011) as at 30 April 2008

Directors” Warrantholdings as per Register Maintained under Section 134 of the Companies Act, 1965 as at 30 April

2008.
Name Nationality
Tan Sri Abu Sahid Bin Mohamed Malaysian
Dato” Md Sharif bin Shamsuddin Malaysian
Tan Sri Dato’ Pheng Yin Huah Malaysian
Henry Pheng Chin Guan Malaysian
Dato” Hong Thian Hock Malaysian
Dato” Lew Choon Malaysian
Datin Hong Cheng Guat Malaysian
Dato” Pheng Chin Kiat Malaysian
Dato” Abu Talib Bin Mohamed Malaysian
Dato” Mohamed Fuad bin Yon Malaysian
Kamaruddin bin Koskani Abdul Hamid Malaysian
Pheng Chin Huat Malaysian
Dato” Rahadian Mahmud bin Tan Sri

Dato” Seri Haji Mohammad Khalil Malaysian
Shamsudin @ Samad bin Kassim Malaysian
Chong Hoi Sheong @ Chong Hoi Cheong Malaysian
Pheng Chin Shiun Malaysian

Notes:
Deemed interested by virtue of his 57.6% direct interest in Perniagaan Kin Kee Sdn Bhd, which the latter holds
60.6% direct interest in Kin Kee Holdings Sdn Bhd and his 17.47% direct shareholdings in Kin Kee Hardware Sdn
Bhd and 17.67% direct shareholdings in Kin Kee Holdings Sdn Bhd.

1.

No. of
warrants

11,189,830
740,000

8,000
100,000

Direct

No. of
warrants

96,151,580

88,151,580

Indirec
%
69.66'

63.867

Deemed interest by virtue of his 31.6% direct interest in Perniagaan Kin Kee Sdn Bhd which the latter holds

60.6% direct interest in Kin Kee Holdings Sdn Bhd.

TOP 30 LARGEST WARRANTHOLDERS’ REPORT

No. Name

Kin Kee Holdings Sdn Bhd
Kin Kee Holdings Sdn Bhd

OSK Nominees (Tempatan) Sdn Berhad
(Pledged Securities Account for Hong Chye Lai)

Kin Kee Hardware Sdn Bhd

Mayban Nominees (Asing) Sdn Bhd
(for Alpha Securities Pte Ltd)

Citigroup Nominees (Tempatan] Sdn Bhd
(Pledged Securities Account for Tan Sri Dato Sri’ Pheng Yin Huah)

AllianceGroup Nominees (Tempatan) Sdn Bhd
(Pledged Securities Account for Tan Sri Dato Sri’ Pheng Yin Huah)
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58,886,580
29,265,000

9,531,945

8,000,000

6,831,900

6,349,330

4,740,500

%

42.66

21.20

6.91

5.80

4.95

4.60

3.43



analysis of warrantholdings (o)
(warrant 2005/2011) as at 30 April 2008

TOP 30 LARGEST WARRANTHOLDERS’ REPORT (CONT’D)

No. Name No. of warrants %

8.  Mayban Nominees (Asing) Sdn Bhd 1,922,500 1.39
(for Canistel Pte Ltd)

9. HSBC Nominees [Asing) Sdn Bhd 1,400,000 1.01
(for BBH (Lux) SCA for Fidelity Funds Malaysia)

10. Looi Boon Han 913,000 0.66

11. 0OSK Nominees (Tempatan) Sdn Berhad 740,000 0.54
(Pledged Securities Account for Henry Pheng Chin Guan)

12 Tee See Kim 606,800 0.44

13. Soon Khiat Voon 421,000 0.31

14. Theresa Lee Sook Fun 390,000 0.28

15. Mayban Nominees (Tempatan) Sdn Bhd 346,000 0.25
(Pledged Securities Account for Tee See Kim)

16. Lim Leo Hoi 291,200 0.21

17. Cheong Choy Yin 227,000 0.16

18 Wong Seng Mow 210,000 0.15

19. Teo Thin Kui 205,000 0.15

20. Low Ah Kou 190,000 0.14

21. Lua Peng Sau 185,000 0.13

22. Cimsec Nominees (Tempatan) Sdn Bhd 173,000 0.13
(for CIMB Bank for Seow Soon Ming)

23. Loh Chee Yau 167,000 0.12

24. Ho Kee Koon 150,000 0.11

25. Lim Teng Loon 147,000 0.11

26. Loke Mo Wern 133,000 0.10

27. Public Nominees (Tempatan] Sdn Bhd 131,100 0.09
(Pledged Securities Account for Ooi Bee Hong (E-KLC)

28. Mayban Nominees (Tempatan] Sdn Bhd 129,500 0.09
(Pledged Securities Account for Lee Wan Hoi)

29. Khoo Sim Chuan 125,000 0.09

30. Ong Aye Ho 124,000 0.09

132,932,355 96.31
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Proxy Form

| /&

IN\. | KINSTEEL BHD

(Company No. 210470-M)

CDS Account No. of Authorised Nominee *

/W name of shareholder as per NRIC, capital letters) IC

No. (new) /ID No./Company NO......ccccooiiiiiiiiiiiiiiii IC No. (old)..cooooiiiiiii of

................................................................................................. (name of proxy as per NRIC, in capital letters) IC
No. (new).......ooooi IC No.lold)....ooooooiii or failing him/her..................
.............................................................................................. (name of proxy as per NRIC, capital letters) IC No.

(MW IC No. (old) .o or failing him/her, the Chairman of the
Meeting as my/our proxy to vote for me/us on my/our behalf at the Seventeenth Annual General Meeting of
the Company to be held at Perdana Ballroom, Ground Floor, MS Garden Hotel Kuantan, Lot 5 & 10, Lorong
Gambut, Off Jalan Beserah, 25300 Kuantan, Pahang Darul Makmur on Wednesday, 11 June 2008 at 11.30 a.m.
and at any adjournment thereof.

My/our proxy is to vote as indicated below:

RESOLUTIONS FOR AGAINST

1. To receive the Statutory Financial Statements for the Resolution 1
financial year ended 31 December 2007 together with
the Reports of the Directors and the Auditors thereon.

2. To approve the payment of Directors’ fees for the Resolution 2
financial year ended 31 December 2007.

3. To re-elect the following Directors who retire pursuant
to the Company's Articles of Association and being
eligible offer themselves for re-election:.

(a] Dato’ Md Sharif Bin Shamsuddin (Article 83) Resolution 3
(b)  Tan Sri Dato’ Pheng Yin Huah (Article 83) Resolution 4
(c)  Dato’ Hong Thian Hock (Article 83] Resolution 5
(d)  Henry Pheng Chin Guan (Article 83] Resolution 6
(e] Pheng Chin Huat (Article 83) Resolution 7
(f]  Datin Hong Cheng Guat (Article 90) Resolution 8
4, To approve the payment of a Final Dividend of 1.7 sen Resolution 9

per ordinary share tax exempt for the year ended
31 December 2007.

2. To appoint Auditors and to authorise the Directors to | Resolution 10
fix their remuneration.

6. Allotment of shares pursuant to Section 132D of the | Resolution 11
Companies Act, 1965.

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

For appointment of two proxies, percentage of
shareholdings to be represented by the proxies :

No of shares Percentage
Proxy 1 %
Signature/Common Seal Proxy 2 %

Number of shares held : 100 %
Date :




Notes:

1.

A proxy may but need not be a Member and / or a qualified legal practitioner, an approved company auditor or a person approved by the
Registrar.

To be valid, this form, duly completed must be deposited at the Registered Office of the Company at B-38, 1st Floor, Lorong Sri Teruntum 139,
Off Jalan Bukit Ubi, 25200 Kuantan, Pahang Darul Makmur not less than 48 hours before the time for hol dmg the meeting PROVIDED THAT in
the event the member[s] duly executes the form of proxy but does not name any proxy, such member(s) shall be deemed to have appointed
the Chairman of the meeting as his/their proxy, PROVIDED ALWAYS that the rest of the proxy form, other than the particulars of the proxy have
been duly completed by the member(s).

A member shall be entitled to appoint not more than two (2] proxies to attend and vote at the same meeting and the appointment shall be
invalid unless he specifies the proportions of his holdings to be represented by each proxy.

Where a member is an authorised nominee as defined under the Securities Industry (Central Depositories) Act, 1991, it may appoint at least
one (1) proxy but not more than two (2] proxies in respect of each securities account it holds with ordinary shares of the Company standing to
the credit of the said securities account.

If the appointer is a corporation this form must be executed under its common seal or under the hand of an officer or attorney duly authorised.

If this Proxy Form is signed under the hand of an officer duly authorised, it should be accompanied by a statement reading “signed as
authorised officer under Authorisation Document which is still in force, no notice of revocation having been received”. If this Proxy Form is
signed under the attorney duly appointed under a Power of Attorney, it should be accompanied by a statement reading “signed under Power
of Attonery which is still in force, no notice of revocation having been received”. A copy of the Authorisation Document or the Power of Attorney,
which should be valid in accordance with the laws of the jurisdiction in which it was created and is exercised, should be enclosed in this Proxy
Form.

applicable to shares held through nominee account

Please Fold Here

Stamp

The Secretary

Kinsteel Bhd (210470-m)
B-38, 1st Floor, Lorong Sri Teruntum 139
Off Jalan Bukit Ubi, 25200 Kuantan
Pahang Darul Makmur

Please Fold Here





