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DIRECTORS’
PROFILES

EDWARD TAN JUAN PENG

Chief Executive Officer

Malaysian Aged 49 Male

Date appointed
5 January 2017

No of Board meetings attended in the financial year
12 out of 12

Qualifications
. Bachelor of Arts (Hons) in Business Administration from Coventry University, Warwickshire, United Kingdom.
. Associate Member of the Asian Institute of Chartered Bankers (AICB)

Experience
He has a career experience of over 20 years in Banking, Securities and Finance, rising to the position as a Director and Head
in various departments.

He has established a well and good networked across Malaysia Corporate and Financial Institutions. He is well known for his
successful management, superior service and innovative solutions covering the whole range of functions from front line sales
and possesses depth industry experience especially in the corporate and consumer market. His long tenor with the financial
institutions had also provided him an immense knowledge of the regulatory process, risk management, compliance knowledge,
structure of public equities and novel financing products.

Membership in Board Committee(s)
. Member, Remuneration Committee
o Member, Risk Management Committee

Directorship in other public companies
None

Declaration of conflict of interest or any family relationship with any other director and/or major shareholders
He has no conflict of interest with the Group and has no family relationship with any Director and/or major shareholder of the
Group.

Declaration on conviction of offences within the past 5 years
He was publicly reprimanded and fined RM205,000.00 for breaching Paragraph 16.13(b) of the Main Market Listing Requirements
of Bursa Malaysia Securities Berhad on 29 June 2022.
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DATO’ MOHAMAD RAZALI BIN MOHAMAD RAHIM

Non-Independent Non-Executive Director

Malaysian Aged 62 Male

Date appointed
15 April 2022

No of Board meetings attended in the financial year
4 out of 4

Qualifications
. Masters Business Administration (MBA-Finance) from University of Miami, Florida
. Bachelor of Science (Finance) from Indiana University, Kelly School of Business

Experience

Dato' Razali worked for a number of organisations both multi-national and local. On his return from the United States with a
Master in Business Administration in 1981, he started at Pernas-Sime Darby where he went through the Finance Department,
Marketing and Operations in the Trading Company and Motor Division. He was also stationed in Japan for a year with Nichimen
Corporation. In 1984, he joined Citibank NA where he rose to the position of Vice President and Area Director. He was also
the Real Estate Specialist for Asia and Oceania. In 1997 he joined SP Setia as Executive Director and was responsible for the
construction of the Prime Ministers Office and the Prime Ministers Residence in Putrajaya as well as all the housing units under
the joint venture. After SP Setia, he went into Islamic Banking with Abrar Discounts Berhad. Dato' Razali was also with the MIDF
group where he headed the Groups Business Development Division. He also had stints in Premier Nalfin Berhad and Wembley
Industries Berhad. Presently, Dato' Razali is the Group Chief Executive Officer of Talam Transform Berhad.

Membership in Board Committee(s)
None

Directorship in other public companies
None

Declaration of conflict of interest or any family relationship with any other director and/or major shareholders
He has no conflict of interest with the Group and has no family relationship with any Director and/or major shareholder of the
Group.

Declaration on conviction of offences within the past 5 years
He maintains a clean record with regards to convictions for offences (other than traffic offences, if any) within the past 5 years.
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DATO’ HJ. MOHD ARIS BIN RAMLI

Independent Non-Executive Director

Malaysian Aged 68 Male

Date appointed
13 September 2018

No of Board meetings attended in the financial year
12 out of 12

Qualifications
. Diploma in Political Science
o Masters Degree in Human Resource Management

Experience

He was a senior assistant commissioner in the Royal Malaysia Police. He has served as the Deputy Director of Commercial
Crime Division, responsible for oversight of Wilayah Persekutuan which involved insurance fraud, e-banking fraud, numerous
other criminal justice and public safety agencies of the cyber-crime.

Membership in Board Committee(s)

o Chairman, Remuneration Committee

o Member, Audit Committee

o Member, Nominating Committee

. Member, Risk Management Committee

Directorship in other public companies
None

Declaration of conflict of interest or any family relationship with any other director and/or major shareholders
He has no conflict of interest with the Group and has no family relationship with any Director and/or major shareholder of the
Group.

Declaration on conviction of offences within the past 5 years
He was publicly reprimanded and fined RM110,000.00 for breaching Paragraph 16.13(b) of the Main Market Listing Requirements
of Bursa Malaysia Securities Berhad on 29 June 2022.



KHEE SAN BERHAD Registration No.: 199401018697 (304376-A)

DIRECTORS’ PROFILES
(cont’d)

PROF. DR. HJ. MOHD AMY AZHAR BIN MOHD HARIF

Independent Non-Executive Director

Malaysian Aged 49 Male

Date appointed
13 September 2018

No of Board meetings attended in the financial year
11 out of 12

Qualifications

. Doctor of Philosophy (Ph.D), University of Southern Queensland, Australia

o Master in Business Administration (Management), Universiti Utara Malaysia, Kedah
. Bachelor in Accounting (Hons.), Universiti Utara Malaysia, Kedah

o Chartered Accountant, Malaysian Institute of Accountants

Experience

He was the former Assistant Vice Chancellor for Department of Universiti Utara Malaysia (UUM) Enterprise, former member
of University Management Committee and member of Senate at UUM. Currently, he is the professor at School of Economic,
Finance and Banking and also a member of Senate of UUM. Currently, he is a Board Member of Impiana Hotels Berhad. He
was previously a Director in Perbadanan Nasional Berhad (PNS) from 2008 to 2013. During his tenure as a Director in PNS, he
assumed the role of the Chairman of Audit and Risk Committee. He is highly regarded as a Franchise and SME Industry Expert
and Consultant. He has extensive exposure in franchise industry, SME finance and entrepreneurship development involving
research, consultation, government advisory and presentation research findings locally and abroad.

Membership in Board Committee(s)

. Chairman, Audit Committee
o Chairman, Nominating Committee
. Member, Remuneration Committee

Directorship in other public companies
Impiana Hotels Berhad

Declaration of conflict of interest or any family relationship with any other director and/or major shareholders
He has no conflict of interest with the Group and has no family relationship with any Director and/or major shareholder of the
Group.

Declaration on conviction of offences within the past 5 years
He was publicly reprimanded and fined RM110,000.00 for breaching Paragraph 16.13(b) of the Main Market Listing Requirements
of Bursa Malaysia Securities Berhad on 29 June 2022.
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MOHANADAS A/L K.P. BALAN

Independent Non-Executive Director

Malaysian Aged 69 Male

Date appointed
13 September 2018

No of Board meetings attended in the financial year
12 out of 12

Qualifications
. Fellow Chartered Association of Certified Accountants (UK)
o Chartered Accountant, Malaysian Institute of Accountants

Experience

He has more than 40 years of experience in accounting, financial reporting, liquidity management and management control
systems in various industries which including manufacturing, property development, international trading, distribution, oil palm
plantation and agro & industrial chemical.

Membership in Board Committee(s)

. Chairman, Risk Management Committee
o Member, Audit Committee

o Member, Nominating Committee

Directorship in other public companies
None

Declaration of conflict of interest or any family relationship with any other director and/or major shareholders
He has no conflict of interest with the Group and has no family relationship with any Director and/or major shareholder of the
Group.

Declaration on conviction of offences within the past 5 years
He was publicly reprimanded and fined RM110,000.00 for breaching Paragraph 16.13(b) of the Main Market Listing Requirements
of Bursa Malaysia Securities Berhad on 29 June 2022.
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NG CHEE KEONG

Deputy Chief Executive Officer (Legal, Compliance, Internal Controls and Corporate Governance)

Malaysian Aged 51 Male

Date of appointment
24 June 2020

Qualifications
Bachelor of Law from Bond University, Australia

Experience
He was called to the Malaysian Bar in 1996 and has over 20 years of experience as a legal practitioner.

He was also a partner in Messrs Tan, Ng & Ong (Advocates and Solicitors) from 2001 to 2019 and as a consultant from 2019
to 2020.

He was appointed as Independent Non-Executive Director of Revenue Group Berhad since 1st December 2017.

He is currently the Deputy Chief Executive Officer in charge of legal compliance, internal controls and corporate governance
of the Group.

Directorship in other public companies
Revenue Group Berhad

YEE CHUN LUNG
Head of Sales & Marketing

Malaysian Aged 46 Male

Date which first appointed to Key Senior Management
16 July 2021

Qualifications
o Certificates in Association of Business Executives
. Master’s Degree in Business Administration

Experience

He has been in the fast-moving consumer goods industries for more than 21 years. Over these 21 years, he has worked and
contributed in both reputable local manufacturers and multi-national companies. He has gained in-depth experience and has
tremendous knowledge when it comes to above and below the line marketing, building good relationship with key business
partners, managing both on-trade and off-trade for domestic and export markets.
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YEN PENG YEW
Deputy Factory Manager

Malaysian Aged 54 Male

Date which first appointed to Key Senior Management
1 January 2008

Qualifications
. Certificate in Marketing from Advance Tutorial Centre
o Cambridge General Certificate of Education A Level from Thomson Pre-University Singapore

Experience

Since his graduation from Advance Tutorial Centre, he joined Victory Sochew Food Industries Ltd. (Chouzhou) as a Production
Manager, to set up and design the new candy line in their Chouzhou plant. He was also in-charge of the day-to-day production
planning and execution of all manufacturing and operations functions and to seek for raw and packaging material to meet the
production requirement.

He joined Khee San Food Industries Sdn Bhd as Deputy Factory Manager in 2003, mainly in-charge of the new wafer line set up
and design. He is now in-charge of the day-to-day production planning and execution of all the manufacturing and operations
function to ensure the maximization of the utilization of resources, cost and quality standard maintenance.

THYE CHEE LIN
Deputy Factory Manager

Malaysian Aged 52 Male

Date which first appointed to Key Senior Management
1 July 2013

Qualifications
. Diploma in Electrical and Electronic-City of Guilds of London Institute (Institute Technology Pertama, Kuala Lumpur)

Experience
He joined Khee San Food Industries Sdn Bhd in 1999 as Production Supervisor cum Technician (Electrical) mainly responsible
for the Hard candy and Soft candy Auto cooker.

He was promoted on 1 May 2009 as Assistant Production Manager and was responsible for daily production operation and
machinery maintenance upkeep.

He was promoted to Production Manager on 1 January 2012 and was responsible to meet daily production output and reporting
to top management. He was also responsible to liaise with supplier and contractor on machinery spare parts and service job.

He was promoted to Deputy Factory Manager on 1 July 2013 and is responsible for the factory operation including production,
housekeeping, infrastructure and maintenance.
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LEE CHAI HONG

Head of Procurement/Purchasing Division

Malaysian Aged 63 Female

Date which first appointed to Key Senior Management
28 February 2020

Qualifications
. Kuen Cheng High School, SPM

. Unified Examination Certificate
. LCCI
Experience

Ms Lee Chai Hong joined Khee San Food Industries Sdn Bhd in July 1978 as Account Clerk. She was handling Account
Payable / Account Receivable and Sales Analysis in 1986. In 1995, she was promoted to Account Supervisor, in charge full set
of Accounts. In October 2008, she was promoted to Accounts Assistant Manager, assisting in managing cash flow and day to
day transactions. In August 2010, she was promoted to Accounts Manager and subsequently to Group Manager (Accounts
and Finance) in February 2020. Currently, she assists in managing for procurement of Raw Materials and part of Information
Technology matters.

Notes:
Save as disclosed above, none of the key senior management has:

Any directorship in public companies and listed issuers;

Any family relationship with any director and/or major shareholder of the Company;

Any conflict of interest with the Company;

Any cconvictions for offences (other than traffic offences) within the past 5 years; and

Any public sanction or penalty imposed by the relevant regulatory bodies during the financial year.
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MANAGEMENT DISCUSSION
& ANALYSIS

1. INTRODUCTION

Khee San Berhad (“KSB”) and its three (3) subsidiaries Khee San Food Industries Sdn Bhd (“KSFI”), Khee San Marketing
Sdn Bhd and Mega Global Confectionary Sdn Bhd (collectively known as “the Group”), are the largest manufacturer of
candy products in Malaysia.

The Group’s headquarters and facilities are located in Seri Kembangan where it produces and distributes the following
products:

Sweets & Candies

e  Chewy e Tablet
e  Deposited e  Chewing Gum
e Hard e  Bubble Gum

2. FINANCIAL REVIEW
a) Review of Statement of Comprehensive Income

The summary of the Statement of Comprehensive Income is as follows:

FYE 2022 FYE 2021
(12 months) (12 months)

Revenue 33.0 59.6
Gross Profit 3.8 10.0
Gross Profit Margin (“GPM”) 11.5% 16.8%
Other Income 1.2 4.9
Distribution Costs 0.2) (0.1)
Administrative Expenses (12.8) (74.1)
Other Expenses - (0.5)
Net Finance Costs (6.9) (4.5)
LBT 14.9 64.3
LAT 13.7 58.3

The Group managed to register RM33.0 million revenue for the current financial year, a reduction of RM26.6 million
(45%) compared to the previous financial year primarily due to the uncertainty after the appointment of Interim Judicial
Management (“lUJM”) over its main subsidiary, Khee San Food Industries Sdn Bhd and the lack of understanding of
the Candy business among the IJM’s officers and uncertainty on the part of the Raw Material Suppliers/ Creditors.
Furthermore, the Senior Managers of KSB Group were removed from the premises by the IJM, thereby creating
more uncertainty and doubts amongst the Suppliers hence affecting the operations negatively.
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(cont’d)

Despite the substantial decrease in revenue and the impact on the appointment of IJM, there were no changes in
the Group fixed overhead such as depreciation on plant and machineries and staff costs. There was a drop of gross
profit margin by 5.3% for the current year as a result of Sales Prices being adjusted downwards by the Company
under the IJM in order to achieve higher sales but the strategy did not materialize in boosting Sales Revenues.

Loss after tax for the current financial year was primarily due to the substantial drop in Sales Revenue added to the
substantial professional fee accrued by the IJM which amounted to RM2.0 million for the current financial year.

Review of Statement of Financial Position

The summary of the Statement of Financial Position is as follows:

FYE 2022 FYE 2021 Variance
(12 months) (12 months)

Property, Plant and Equipment 56.8 60.2

Right-Of-Use Assets 0.8 1.5 (0.7)
Inventories 5.5 6.5 (1.0)
Trade and Other Receivables 5.1 4.3 0.8
Cash and Bank Balances 2.1 2.4 (0.3)
Other Assets 0.5 - 0.5
Total Assets 70.8 74.9 4.1)
Trade and Other Payables 62.8 54.5 8.3
Deferred Tax Liabilities 4.9 6.1 (1.2)
Total Borrowings 75.8 75.0 0.8
Other Liabilities 6.4 71 0.7)
Total Liabilities 149.9 142.7 7.2
Shareholders’ Equity (79.1) (67.8) (11.3)

Note: 1n/m denotes not measurable

The Group experienced a 5.5% decrease in total assets from RM74.9 million in FYE 2021 to RM70.8 million in FYE
2022. This was primarily due to the depreciation charge for property, plant and equipment.

Total Liabilities stood at RM149.9 million, which represents an increase of 5% in comparison with RM142.7 million
registered in FYE 2021. This was resultant from the increase in payables due to the accrual of IJM fee of RM2.0 million
and interest accrued on the outstanding balances on borrowings. And the liabilities incurred prior to the appointment
of IUM had been abeyance in compliance with the Companies Act, 2016.

Correspondingly, the Shareholders’ Equity plunged further negative to RM79.1 million primarily due to the factors
mentioned above.
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c) Review of Statement of Cash Flows

The summary of the Statement of Cash Flows is as follows:

FYE 2022 FYE 2021
(12 months) (12 months)

Net cash used in operating activities (3.6) (1.9
Net cash from/(used in) investing activities 0.6 0.9
Net cash from/(used in) financing activities 1.6 0.4
Net decrease in cash and cash equivalents (1.4) (2.4)
Cash and cash equivalents at the beginning of the year/period 6.1) (8.7)
Cash and cash equivalents at the end of the year/period (7.5) 6.1)

The Group’s net cash used in operating activities contracted to RM3.6 million from RM1.9 million in the previous
financial year. The reduction in net cash used in operating activities is a direct result of the cash flow position of the
Group.

The Group’s net cash from investing activities increased slightly to RM0.6 million due to the proceed received for
the disposal of plant and equipment which were scrapped in the normal course of business operations.

The Group’s net cash from financing activities had improved due to the proceed from issuance of shares in current
financial year.
3. GROUP REVENUE PERFORMANCE OVERVIEW
The Group’s revenue performance for FYE 2022 and FYE 2021 on a geographical market segment basis is as follows:
FYE 2022 FYE 2021
(12 months) (12 months)
Domestic Market 19.0 32.5
Export Market 14.0 27.1

Total 33.0 59.6
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BUSINESS OPERATIONS REVIEW

In FYE 2022, the Group recorded total sales revenue of RM33.0 million of which domestic sales accounted for 57.6%
which export sales accounted for the balance of 42.4%. The main product category of the Group is Candy.

Candy

The Candies segment is subdivided into various categories as follows:

Chewy Fruitplus, Mintplus, Choco Plus and Milk Plus, Victory, Snackie and Sochews

Deposited Victory Brand and S’creams

Hard Torrone, Snackie, Kiss Me, BonBon, Fizzy, Salt Plus, Salt & Lemon, Comilk, Nini Drop,
Golly Pop and Crystal Pop

Tablet Bento

Chewing Gum Victory

Bubble Gum 88 Super Bubble Gum

The Candy segment comprises the majority of the Group’s revenue and was the main contributor of the Group. The
bestselling product was the Fruitplus range of chewy candies whilst Torrone Barley Mint hard candies were an iconic
product which was easily recognizable as it has been present in the market for over three decades. The overall market
condition remained strong for the segment with strong demand for the chewy and soft candy products.

Production Operations

The Group’s production operations are based at its plant located in Seri Kembangan, Selangor which produces the candy
products. The Group is currently experiencing capacity constraint due to rising production level to meet current demand
as a result of cash flow constraints resulting from the unauthorized transfer of funds by the IJM to their Solicitors Account
without due approval and considerations of the production and operational requirements of the Group.

Other than this current problem, the Group has made significant strides over the years through progressive investments
to meet this demand trend. The Group currently operates five (5) units of state-of-the-art packaging machines from the
initial two (2) packaging machines for the purposes of twist wrapping deposited candy products. These machines are
capable of packaging speed 5 times over that of older existing packaging machines. To date, Khee San Group is one
of the selected few companies in Asia to operate this machine. In addition, it has carried out additional upgrades by
installing automated candy jar packaging lines to reduce manpower requirements.

Similarly, for the Fruitplus chewy candy, the Group has progressively increased its packaging machines capacity to cater
for the sustained demand growth over the last decade. Additional upgrades have also been made to the production lines
to further automate the chewy candy process which helped increase its production output, reduce wastage as well as
to reduce the Group’s reliance on manpower. These efforts put forth by the Group will address the constraints faced by
the production department.

Sales and Marketing

Whilst the Group has established a strong footing in the domestic market, it has also made significant headwinds to
grow its export markets. The Group currently exports to over 30 countries with major destinations being Hong Kong,
Vietnam, Japan, South Africa and other Asia Pacific countries. For the domestic market, the focus will be on widening its
coverage to all the various retail sales point outlets across both the wholesale and modern distribution channels. These
sales points can range from mom and pop outlets, 24-hour convenient stores, to the various big hypermarket chains.
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Distribution Channels

The Group sells its products via two distribution channels, through wholesale and modern distribution channels.
In an effort to achieve higher sales volume, the Group distributes its products via both the wholesale and modern distribution
channels in Malaysia. However, for export sales, the distribution channels vary from country to country. For example, in
Singapore and Hong Kong, only the modern distribution channel will be employed whilst the wholesale channel will be
more prevalent in Indonesia and Vietnam.

5. BUSINESS RISK OVERVIEW

The Group faces several risk factors that may affect the Group’s profitability. Those risks include the following:

Labour shortages and wage fluctuations

The Group’s production activities are labour intensive in nature, thus it is prone to labour shortages. By that same breadth,
it is also subject to wage fluctuations as witnessed by the government’s amendments of Levy Payment Structure on
foreign workers and the increase in minimum wage level in peninsular Malaysia. In an effort to reduce the over-reliance
to the labour issues, the Group will continue to invest in automating the plants.

Fluctuation of raw materials price

The fluctuation of raw materials’ prices has been an inherent issue for the Group, as well as its competitors in the similar
industry. As an example, sugar price fluctuations may severely impact the Group as it is a major component of the Group’s
products. Realising this issue, the Group has taken necessary steps to reduce the risk of constant price fluctuations by
engaging with its various raw material suppliers to strive for favourable longer-term supply arrangements. At the same
time, the Group are constantly exploring with new suppliers to ensure that it is not overly dependent and reliant on its
current key suppliers. The Group shall ensure that these initiatives are carried out without compromising its products
quality.

Fluctuation of foreign currency exchange rate

Significant fluctuation of foreign currency exchange rate will impact the Group’s cash flow movement and profitability
as most of its input materials are sourced from abroad. In addition, the Group also relies on its export sales which are
also subject to changes in currency exchange rates. The Group shall manage currency exchange rate fluctuations by
continuing to monitor global currency movements and, if necessary, take proactive hedging positions to mitigate such
risk.

Changes in consumers’ preferences

The Group is aware of the continuous shift in consumers’ taste preferences. As such it is constantly introducing innovative
new flavours for its existing product range, as well as new products and product packaging to the market.

Product quality

The Group recognises that it is crucial to ensure its food-base products are high of quality. Deterioration in quality may
bring severe negative image to the Group’s product brands and create harmful long-term impact to the Group’s reputation.
To mitigate such occurrences, the Group has implemented strict quality management systems and quality assurance
processes to ensure that there is no deterioration in product quality. Furthermore, the Group is certified as an ISO and
Halal candy manufacturer.
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Interest rate & liquidity risk

The Group is exposed to interest rate and liquidity risk as it has considerably high bank borrowings. The board is cognisant
of this inherent risk and shall monitor its cashflow position diligently while exploring alternate avenues of funding. The
Company may consider raising funds through the capital markets when the stock market condition is much more
favourable. This will help mitigate over-reliance on banking facility which is prone to interest rate movements.

OUTLOOK OF FUTURE PROSPECTS

The Malaysian economy was hit due to the covid pandemic over the last two years and the Group was not spared.
However, the government has managed this pandemic reasonably well and Malaysia as a whole has achieved over 90%
immunization of the adult population and as such there has been loosening on social movement. This re-opening of the
economy has helped the recovery process of the Group, hence the management is optimistic that this would translate
to the recovery in the Group’s revenue in time.

On 6 October 2022, the Group proposed to undertake a scheme of the arrangement, including a minimum RM55 million
fundraising exercise, to settle the Group’s RM138.47 million debt. This proposed Scheme of Arrangement is being voted
on at a Court Convened Meeting of Creditors on 31 October 2022.

The Group is weighing all options and will decide on the best course of action moving forward and will act in the best
interest of its shareholders.
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It is with great pleasure the Board of Directors present Khee San Berhad’s (“KSB” or “the Group”) Sustainability Report for the
financial year 2022. This report serves as a channel to communicate our initiatives in managing sustainability key governance,
economic, environmental and social risks as well as opportunities to create value to the stakeholders. The Group acknowledges
that sustainability has been a vital element contributing to the growth of our business.

SUSTAINABILITY GOVERNANCE

The Board of Directors (“the Board”) of the Group is the main driver in overseeing the sustainability matters, setting the sustainability
strategies and ensuring that our sustainability initiatives are aligned with the Group’s vision and mission. The Board is supported
by the Audit Committee in setting sustainability strategies as well as monitoring the progress of implementation of sustainability
initiatives, based on the directions set by the Board. During the financial year under review, various departments, business units
and teams have been involved in the various aspects of sustainability management.

KSB Group’s Sustainability Governance Structure is as follows: -

Board of Directors Deliberate and approves the Group’s strategies, initiatives, budget and related matters.

Chief Executive Officer Review and overseeing the implementation and monitoring of the sustainable policies,
measures and practices and recommends to the Board of Directors for approval.

Head of Department Identify, plans and initiate the policies, measures and practices including day-to-day
management of sustainability of risks and issue.

KSB group believes that operating our business in accordance with strong corporate governance is not only key to our business
performance, but it also makes up an integral part of our sustainability methodology. KSB constantly works to cultivate a
company culture that drive all our people to create value by conducting our business responsibly and conforming to the highest
ethical standards through our Code of Conduct and Ethics and business practices of our industry. To ensure these practises
are instilled from the top-level down, the Group holds our Board of Directors and management team accountable of their duties
through our Board Charter, that sets out the principles and responsibilities of best practices.

Our Whistleblowing Policy provides a framework to promote responsibility and commitment in carrying out our business with
honesty, integrity and accountability. This policy is also designed to support and protect our workforce in their efforts to adhere
to the Group’s Code of Conduct and Ethics by establishing a communication channel for any stakeholders to report to any
issues that they may encounter. The Group’s Code of Conduct and Ethics, Whistleblowing Policy and Board Charter are made
available on KSB’s website at www.kheesanbhd.com.

The Group has categorised the following four (4) areas as material sustainability matters: -

Environmental
Conduct & Compliance Sustainability Community

e Customers’ satisfaction e  Regulatory e Environment friendly Employees

e Returns on investments requirements e Waste Water Treatment Customers

® Innovation e  Strict internal control Investors
Stakeholders
Government agencies
Diversity
Community
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The following are the areas of interest and methods of engagement used for the Group’s key stakeholder groups:

Stakeholder Engagement Focus Areas

Board of Directors

Business Partners
(Non-Suppliers)

Certification and
Regulatory Bodies

Communities

Customers

Employees

Government

Media

Shareholders and
Investors

Corporate Strategy
Corporate Governance

Financial performance
Corporate Governance
Business developments

Regulatory compliance
Approvals and permits
Standards and certifications

Quality of health and education
Indirect economic impact
Environmental impact of operations
Community well-being

Customer satisfactions

Quiality assurance

Product quality and branding
Customer-company relationship

Customer service and complaints resolution
Pricing and promotion

After sales services

Occupational safety & health
Remuneration policy

Career development and advancements
Performance review

Fair employment practices

Employee retention and loyalty

Operational regulations

Bursa Malaysia Listing Requirements
Companies Act 2016

Labour Law

Taxations

Local government licencing

Reputation and image

Financial performance

Business updates and corporate news
Public relations

Financial performance

Regulatory compliance

Corporate Governance

Ethical business conduct

Investment and divestment

Internal control and risk management
Composition of the Board and various
Committees

Engagement Approaches

Board Meetings

Meetings and discussions
Financial announcements and reporting
Corporate website

Meetings and consultations
Training programmes and dialogues
Audit and verification

Community engagement
Donations and sponsorships
Charity drives and programmes

Feedback and enquiry forms

Social media platforms

Customer Relationship Management
Product standards and certifications
Regular meetings

Marketing activities

Sponsorship activities

Recruitment

Performance appraisal

Dialogues between employers and employees
Training programmes (in house, external,
study trips)

Long service awards

Compliances to laws and regulations

Social media platform
Conference and interviews
Events and functions

Meetings and briefings

Financial announcements and reporting
Policies and framework

Corporate website / social media
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Stakeholder Engagement Focus Areas Engagement Approaches

Vendors & Suppliers ¢ Food safety e Quality audit and evaluation on services and
e  Product quality and branding products
e  Customer-company relationship * Regular meetings
e Customer service management e [actory visits
e Pricing and promotion e (Quality audit on services and products
e Contract negotiation
Wholesalers & e Enhancement of distribution platform e Marketing plan
Distributors e Market demand e  Product promotions
e Product quality and pricing e FEvents
e  Product development and innovation e Training
[ ]

Feedback and surveys

SUSTAINABLE STRATEGIES
Economic Sustainability

The core business of the Group is manufacturing of wide range of candies. The Group sell its candies locally and abroad. The
Group continues to seek opportunities in increasing its revenue and remain profitable by: -

. exploring into new target market abroad;
o improving the range of products sold and product mix; and
. taking pride in all of the products to assure high standards in quality and of these products.

Risk management is also one of the Group’s core challenge due to the volatility in the market conditions. The Group is exposed to
many external environment factors, such as of raw material pricing, finished good demand, competition, trade barrier in importing
countries. Therefore, the Group takes great efforts to identify the critical risk which may influence its business strategies. The
ability to make judgemental decisions based on market intelligence is crucial to preserve the competitiveness of the Group. With
constant updates by the sales and marketing team, as well by advice from the procurement and finance staff, the management
is able to mitigate these risk elements.

Environment Sustainability
Being a responsible corporate citizen, KSB Group continues to adhere to clearer, greener and healthier working environment.
It is mindful of the environment impact of its activities and has maintain full compliance with all environment regulations and will

continue to develop effective initiatives to protect the environment.

Amongst some of the environmental initiatives undertaken by the Group are: -

comply with preservation of environmental aspects

avoid contamination and improve quality of environment

to optimise manufacturing efficiency through energy efficient production machinery

conserve consumption of water, electricity and other natural resources in the business operations
to reduce noise pollution by servicing the production machines

to ensure all materials used, where possible, are sourced from sustainable or recycled means

to ensure wastes are responsibly disposed at designated premises
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Social Sustainability

The health and safety of our workers at the workplace is of utmost importance. During COVID-19 pandemic, the Group has
devoted significant resources to ensure our people are well-protected. Among some of the proactive approaches taken by the
Group are as follow: -

o implement strict and effective Standard Operating Procedures (“SOP”) and best practices as recommended by the Ministry
of Health and the World Health Organisation
o provide hostel accommodation as a quarantine place for COVID 19 infected staff

o developing SOP and/or alternative business arrangements with customers, contractors or suppliers to ensure smooth
continuity of the business and operations
o provide food supplies to foreign workers during pandemic time

Human resource is a vital component for the Group to achieve sustainable result. The continuous support from all the staff is
crucial to allow the Group to operate in a very efficient and effective manner as well as developing a long-lasting sustainability
of the business. As such, the Group takes serious efforts to develop a sustainable talent pool who can realise their potential
and at the same time creating balanced and conducive working environment to the staff. The Group practices equal and
competitive opportunities at all levels of its business, aiming to achieve a balanced participation between men and women in
the workplace. The Group create opportunity for employees to showcase their talent and dedication to their work. The Group
offers various employees’ benefits, such as:

o Hospitalisation and group insurance coverage

. Long service awards in honour the employees’ dedication, commitment and hard work

. Training programmes and workshops to enhance the skill sets and broaden the knowledge base and technical knowhow
of employees

The Group is committed in ensuring safe environment for its employees, contractors and visitors, such as:

Ensuring the working place is free from any physical or verbal abuse

Ensuring round-the-clock surveillance at workplace

Briefings on the awareness of the safety precautions and health issues

Adhering to the Occupational, Safety and Health management system standard
Employees must wear safety gears to avoid injuries in their respective work place
Implementing of the whistleblowing policy

As our social responsibility to our customers, the Group committed to produce good quality product for the market by adhering
to the Good Manufacturing Practice (“GMP”), Hazard analysis and Critical Control Points (“HACCP”) guideline.

KSB Group strives to engage with the community, not only in efforts to build our reputation and business relationships, but also
to give back to the society, especially in improving the livelihoods of the community. The Group makes charitable contribution
to the community by way of donation and sponsorship.

KSB GROUP’S COMMITMENTS

The KSB Group acknowledge the importance of the sustainability element in the business and the Group pledge to work

collectively to mould a better future for generations to come by improving our sustainability performance.

This report was approved by the Board on 27 October 2022.
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CORPORATE GOVERNANCE
OVERVIEW STATEMENT

THE BOARD OF DIRECTORS (“BOARD”) OF KHEE SAN GROUP BERHAD (“KHEE SAN” OR
“COMPANY”) PRESENTS THIS STATEMENT TO PROVIDE SHAREHOLDERS AND INVESTORS WITH

AN OVERVIEW OF THE CORPORATE GOVERNANCE PRACTICES OF THE COMPANY DURING THE
FINANCIAL YEAR ENDED 30 JUNE 2022 (“FY 2022”).

The Corporate Governance Overview Statement is made pursuant to Paragraph 15.25(1) of the Main Market Listing Requirements
(“Listing Requirements”) of Bursa Malaysia Securities Berhad (“Bursa Securities”) and guidance was drawn from Practice Note
9 of Bursa Securities’ Listing Requirements and the Corporate Governance Guide (4th Edition) issued by Bursa Securities with
reference to the following three (3) key principles under the leadership of the Board:

Principle A Principle B Principle C

Board leadership and effectiveness Effective audit and risk management Integrity in corporate reporting and
meaningful relationship with
stakeholders

e Board responsibilities e Audit Committee e Engagement with stakeholders

e Board composition ¢ Risk management and internal e  Conduct of general meetings

e Remuneration control framework

The overview statement is to be read together with the Corporate Governance Report 2022 (“CG Report”) of the Company
which is available at www.kheesanbhd.com.

1.0 BOARD’S LEADERSHIP

1.1 The Board takes full responsibility for the oversight and overall performance of the Company and provided
leadership within a framework of prudence and effective controls which enables risks to be appropriately assessed
and managed. The Board recognises the key role it plays in charting the strategic direction of the Group and has
assumed the following principal responsibilities in discharging of its fiduciary duties:

(@ Reviewing and adopting a strategic plan for the Company, addressing the sustainability of the Group’s
business;

(b)  Overseeing the conduct of the Group’s businesses and evaluating whether its businesses are being properly
managed;

(c) Identify principal business risks faced by the Company and ensuring the implementation of appropriate
internal controls and mitigating measures to address such risks;

(d)  Reviewing the adequacy and integrity of the Company’s internal control and management information systems;

(e)  Carrying out periodic review of the Group’s financial performance and operating results and major capital
commitments; and

(f) Reviewing and approving any major corporate proposals, new business ventures or joint ventures of the
Company.

To ensure the effective discharge of its function and responsibilities, the Board has delegated specific responsibilities
to the following Committees:

Audit Committee (“AC”)

Nominating Committee (“NC”)
Remuneration Committee (“RC”)

Risk Management Committee (“RMC”)

PN
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All committees have a written Terms of Reference (“TOR”) to guide them to perform its roles and responsibilities
respectively. The Chairman of the respective Committees will report to the Board of the outcome of the Committees
meetings for the Board’s considerations and approvals and extracts of such reports are incorporated in the minutes
of the Board meetings. The Board retains full responsibility for the direction and control of the Company.

The Board have yet to appoint any Chairman since the resignation of Encik Khairul Azwan Bin Harun on 26 May
2022. The Board is of the opinion that the current size and composition does not warrant the requirement for a
Chairman to be appointed at the present moment. The Chief Executive Officer, Mr. Edward Tan Juan Peng and
assisted by the Deputy CEO, Mr. Ng Chee Keong manages and leads the senior management team of the Group
on the day-to-day business operations and implements the Board’s decisions and policies.

The Board is supported by suitably qualified and competent Company Secretaries who are qualified secretaries
under Section 235(2)(a) of the Companies Act 2016. The appointment of Company Secretaries is based on the
capability and proficiency determined by the Board. The Constitution of the Company permits the removal of
Company Secretaries by the Board. All members of the Board, whether as a whole or in their individual capacity,
have access to the advice and services of the Company Secretaries on all matters relating to the Group to assist
them in the furtherance of their duties. The Board is regularly updated and kept informed by the Company Secretaries
and the Management of the requirements such as restrictions in dealing with the securities of the Company and
updates as issued by the various regulatory authorities including the latest developments in the legislation and
regulatory framework affecting the Group.

The Board is satisfied with the performance and support rendered by the Company Secretaries to the Board in
the discharge of its function and duties.

The Notice of the Board and Board Committee meetings are served to the Directors and Board Committee members
at least five (5) business days prior to the Board Meeting unless there is an exceptional case.

All meeting materials are circulated to Directors at least five (5) business days in advance of Board and Board
Committee meetings via email to allow ample time for Directors to consider the relevant information.

The Minutes of the Board and Board Committee meetings are circulated to the respective Chairman in a timely
manner for review before they are confirmed. All Board members reviewed and confirmed the minutes of meetings
to ensure they accurately reflect the deliberations and decisions of the Board, including whether any Director
abstained from voting or deliberation on a particular matter.

2.0 DEMARCATION OF RESPONSIBILITIES

2.1

The Board is guided by a Board Charter which sets out the principles governing the Board of Directors of the
Company and adopts the principles of good governance and practice in accordance with applicable laws, rules
and regulations in Malaysia. The Board Charter also sets out the respective roles and responsibilities of the Board,
board committees, individual directors and the Management and issues and decisions reserved for the Board.

The Board will review the Board Charter from time to time to ensure that the Board Charter remains consistent
with the Board’s objectives, current law and practices.

The Board Charter is published on the Company’s website at www.kheesanbhd.com.
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All the Directors of the Company had objectively always discharged their duties and responsibilities as fiduciaries
in the best interests of the Company. During the FY 2022, the Directors of the Company had attended appropriate
training/briefing programmes to update and enhance their knowledge to enable them to discharge their duties
more effectively as Directors and to keep abreast of the development in the marketplace. Below are the training/
briefing programmes attended by the Directors:

- Income Tax Seminar by Thannees Tax Consulting Services Sdn Bhd

- Transfer Pricing Seminar by Thannees Tax Consulting Services Sdn Bhd
- World Finance Conference

- Bengkel Semakan Pelan Strategik UUM 2022 (Teras 4 & 6)

- Kursus Penjawat Utama 2022

- Bengkel Pemantapan Program UUM COB (Bil 1)

- Bengkel KPI Pelan Strategik 2022 Bersama Naib Canselor

- Bengkel Semakan Wajaran Penilaian Prestasi Staf Akademik (Bil 2/2022)

The Directors will continue to undergo a periodic training in the relevant courses as well as attend seminars,
conferences and similar events in keeping themselves abreast with the latest skills and knowledge to discharge
their duties effectively.

NC

During the FY 2022, the NC comprised three (3) Independent Non-Executive Directors as follows:

Prof. Dr. Hj. Mohd Amy Azhar Bin Mohd Harif Chairman Independent Non-Executive Director
Mohanadas A/L K.P.Balan Member Independent Non-Executive Director
Dato’ Hj. Mohd Aris Bin Ramli Member Independent Non-Executive Director

Activities of the NC

During the FY 2022, the NC performed the following activities in the discharge of its duties:

Reviewed the proposed sales and marketing structure;

Evaluated the performance of the Board, Board Committee and the Key Senior Management;
Recommended the re-election of the director who is to retire by rotation at the 26th AGM of the Company;
Assessed the independence of the Independent Directors of the Company;

Reviewed training programmed for year 2021 for the Board; and

Recommended the appointment of Executive Chairman and the Non-Independent Non-Executive Director.

In recommending suitable candidates for directorships and Board committees to the Board, the NC takes into
consideration the candidate’s experience, competency, character, time commitment and potential contribution to
the Group. Any new nomination received is recommended to the Board after a comprehensive assessment and
the NC’s endorsement.
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The attendance of Directors who are members of Board Committees during the FY 2022 is set out below:

____

Edward Tan Juan Peng 12/12

Dato’ Mohamad Razali Bin 4/4 - = =
Mohamad Rahim
Appointed on 15 April 2022

Prof. Dr. Hj. Mohd Amy Azhar Bin 11/12 2/2
Mohd Harif

Mohanadas A/L K.P. Balan 12/12 6/6 3/3 -

Dato’ Hj. Mohd Aris Bin Ramli 12/12 6/6 3/3 _
- Chairman

3.0 GOOD BUSINESS CONDUCT AND HEALTHY CORPORATE CULTURE

3.1

3.2

In discharging its responsibilities, the Board is also guided by a Code of Conduct for Directors whilst the Management
and employees are guided by the Code of Conduct and Ethics in the Employees’ Handbook which encompasses
all aspects of its day-to-day business operations. Directors and employees of the Group are expected to conform
and observe an appropriate decorum and behaviour that promote honesty and integrity when engaging with both
employees and stakeholders.

A copy of the Code of Conduct and Ethics is available at www.kheesanbhd.com.

The Board has in place a Whistleblowing Policy and serves as a platform and laid out the procedures for employees
to raise genuine concerns about any suspected and/or known unethical behaviour, malpractices, illegal acts or
failure to comply with regulatory requirements that is taking place and/or has taken place and/or may take place in
the future at the earliest opportunity, without being subject to victimisation, harassment or discriminatory treatment.

The Whistleblowing Policy sets out the protection to any reporting individual who has made the disclosure or report
in good faith, the confidentiality and safeguarding in dealing with such disclosure or report, the communication
channel and the procedurals flow of making the disclosure or report.

4.0 SUSTAINABILITY

41

4.2

4.3

The Board of Directors is ultimately responsible in managing sustainability matters in our organisation. Supported
by the Sustainability Working Group, the Chief Executive Officer oversees the sustainability efforts in place to ensure
proper monitoring and reporting. Further details can be found in the Sustainability Statement in the Annual Report
FY 2022.

In FY 2022, the Company continued to engage with our key stakeholders through various channels and platforms
to obtain feedbacks on key areas of interest to them, gaining insights into emerging issues that are significant to
both stakeholders and the organisation.

The Board through the NC assesses the training programmes attended by each Director during the FY 2022 to
ensure that the Directors had and will continue to constantly keep them abreast on the relevant requirements and
matters concerning the sustainability, including the latest development in industry as well as the sustainability issues
relevant to the Group.
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5.0 BOARD COMPOSITION

5.1

5.2

5.3

5.4

5.5

5.6

5.7

5.8

The NC oversees and reviews on an on-going basis, the overall composition of the Board in terms of size, the
required mix of skills, experience and other qualities and core competencies for the Directors of the Company.
The effectiveness of the Board as a whole and the contribution and performance of each individual Director to the
effectiveness of the Board and the Board Committees will also be assessed by the NC on an annual basis.

For the FY2022, the Board comprised five (5) members, of which three (3) of them are Independent Non-Executive
Directors. The Board’s composition is in compliance with the provisions of the Listing Requirements of Bursa
Securities for independent non-executive directors to make up at least one third (1/3) of the Board membership.

None of the Independent Directors has exceeded a cumulative term of nine (9) years in the Company as of the FY
2022.

The Board is supportive of boardroom diversity as it can offer greater depth and breadth compared to non-diverse
board. The Board practices no discrimination in terms of appointment of Directors as well as hiring employees
wherein the Directors and Senior Management are recruited based on their merit, skills and experiences and not
driven by age, cultural background and gender.

In searching for suitable candidates, the Board may receive suggestions from existing Board Members, Management,
and major shareholders. The Board is also open to referrals from external sources available, such as industry and
professional associations, as well as independent search firms. Where and when appropriate, the Board will prioritise
the appointment of more female Directors to the Board and senior management, based on needs and merits.

The performance of retiring Directors who are recommended for re-election at the forthcoming AGM would be
assessed through the Board and Board Committee evaluations which include the independence of the Independent
Non-Executive Director, if any.

The NC is chaired by Prof. Dr. Hj. Mohd Amy Azhar Bin Mohd Harif, the Independent Director of the Board. The
NC Chairman has led the annual review of Board effectiveness, ensuring that the performance of each individual
Director is independently assessed and will lead the succession planning and appointment of future Board members.

Currently, the Company does not have a written policy on diversity pertaining to the selection of its Board members.
However, the Board is of the collective opinion that there was no necessity to adopt a formal gender diversity policy
as the Group is committed to provide fair and equal opportunities and nurturing within the Group. The Board would
endeavour to meet the requirement to identify and recommend suitable female candidate to the NC in accordance
with their skills, contributions, background, commitments and experiences in the nearby future.
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6.0 OVERALL EFFECTIVENESS OF THE BOARD

6.1

The Board has, through the NC, conducted the following annual assessments in FY 2022:

o Directors’ self and peer assessment;

o Evaluation on the effectiveness of the Board as a whole and Board Committees;
o Assessment of Independent Directors; and

o Review of the term of office and performance of AC and each of its members.

Based on the outcome of the evaluation, the NC is:

U Satisfied with the performance of the individual Director;

o Satisfied with the effectiveness of the Board and Board Committees;

. Satisfied with the level of independence demonstrated by the Independent Directors and their ability to act
in the best interest of the Company; and

o Satisfied with the performance of the AC and each of its members.

All assessments and evaluations carried out will be documented by the Company Secretary. The results of all
assessment and comments by Directors are summarised and reported to the Board.

The Board will consider engaging a professional, experienced and independent party to lend greater objectivity to
the assessments as and when required.

7.0 LEVEL AND COMPOSITION OF REMUNERATION

71

7.2

The remuneration of Directors is determined at levels which enable the Company to attract and retain Directors
with the relevant experience and expertise to manage the business of the Group effectively. The RC oversees the
remuneration of directors. The remuneration for directors is in line with the Board’s aim to retain, attract and reward
talent based on industry benchmarks.

The remuneration package for executive directors is reviewed by the RC and recommended to the Board for
approval. It is then decided by the Board without the respective executive directors’ participation in determining
their remuneration.

Bonuses payable to executive directors are performance-based and relate to the individual and the Company’s as
well as Group’s achievement of specific goals. The non-executive directors do not receive any performance related
remuneration.

During the FY 2022, the RC comprised of three (3) members, the majority of whom are Independent Non-Executive
Directors. The RC is chaired by Dato’ Hj. Mohd Aris Bin Ramli. The TOR of RC is available at www.kheesanbhd.
com.
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8.0 REMUNERATION OF DIRECTORS AND SENIOR MANAGEMENT

8.1 The breakdown of the remuneration of each individual Director for the FY 2022 is as follows:

Company Group
Benefits- Benefits-
Fees | Allowance Salary Bonus in-kind Fees | Allowance Salary Bonus in-kind
Name of Directors (RM) (RM) (RM) (RM) (RM (RM) (RM) (RM) (RM) (RM
Executive Director
Edward Tan Juan Peng 49,500 17,267 | 435,600 36,300 15,570 49,500 17,267 | 435,600 36,300 15,570

Non-Independent Non-Executive Director

Dato’ Mohamad Razali - - - - - - - - _
Bin Mohamad Rahim

Independent Non-Executive Director

Prof. Dr. Hj. Mohd Amy 58,200 - - - - 58,200 - - - -
Azhar Bin Mohd Harif

Dato’ Hj. Mohd Aris 58,300 - - - - 58,300 - - - -
Bin Ramli
Mohanadas A/L K.PBalan 57,600 - - - 4,413 57,600 - - - 4,413

8.2 The Board is of the view that the disclosure of the Senior Management’s remuneration components will not be in
the best interest of the Group given the competitive human resources environment as such disclosure may give
rise to talent recruitment and retention issue. Also premised on the confidentiality of the remuneration package of
our Senior Management, the Board has adopted a disclosure of our Senior Management remuneration in bands
of RM50,000 on an unnamed basis.

8.3 The Company is of the view that the disclosure of the detailed remuneration of each member of senior management
on a named basis would not derive any tangible benefits to the stakeholders.

PRINCIPLE B: EFFECTIVE AUDIT AND RISK MANAGEMENT
9.0 EFFECTIVE AND INDEPENDENT AC

9.1 The AC is chaired by Prof. Dr. Hj. Mohd Amy Azhar Bin Mohd Harif, an Independent Non-Executive Director, which
is a separate person from the Chairman of the Board.

He is responsible to ensure the overall effectiveness and independence of the AC. Together with other members
of the AC, he had ensured among others that:

U the AC is fully informed about significant matters related to the Company’s audit and its financial statements
and addresses these matters;

. the AC appropriately communicates its insights, views and concerns about relevant transactions and events
to internal and external auditors;

o the AC’s concerns on matters that may have an effect on the financial or audit of the company are
communicated to the external auditor; and

o there is co-ordination between internal and external auditors.
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9.2 The AC has established policies and procedures to assess the suitability, objectivity and independence of external
auditors and such assessment would be carried out annually.

During the FY 2022, the AC and the Board proposed and recommended that Kreston John & Gan be reappointed as
the external auditors of the Company and this was approved by the shareholders of the Company at the 26th AGM
of the Company based on the credentials and resources of Kreston John & Gan, as well as their communication
with the AC.

Kreston John & Gan also provided its written assurance to the AC that they are, and have been, independent
through the conduct of the audit engagement in accordance with By-Laws of the Malaysian Institute of Accountants
(HMIAH).

9.3 The AC comprises all Independent Directors.

9.4  As promulgated by the MCCG, the AC should collectively possess a wide range of necessary skills to discharge
its duties, and all members should be financially literate and are able to understand matters under the purview of
the AC including the financial reporting process. 2 members of the AC are Chartered Accountants and members of
the MIA. The members of the AC collectively possess the accounting and related financial management expertise
and experience required for the AC to discharge its responsibilities and assist the Board in its oversight over the
financial reporting process.

All members of the AC have also undertaken and will continue to undertake continuous professional development
to keep themselves abreast of relevant developments in accounting and auditing standards, practices, and rules
as and when required.

10.0 RISK MANAGEMENT AND INTERNAL CONTROL

10.1 The Board has ultimate responsibility for reviewing the Company’s risks, approving the risk management framework
and policy and overseeing the Company’s strategic risk management and internal control framework to achieve its
objectives within an acceptable risk profile as well as safeguarding the interest of stakeholders and shareholders
and the Group’s assets.

The Board is supported by the RMC which reports to the Board regarding the Group’s risk exposures, including a
review of risk assessment model used to monitor the risk exposures and the Management’s view on the acceptable
and appropriate level of risks faced by the Group. The RMC will continue to evaluate, review and monitor the Group’s
risk management framework and activities on on-going basis to identify, assess and monitor the key business risks
of the Company to safeguard shareholders’ investment and Company’s assets.

10.2 The Company also engages the internal auditors to provide independent assessments on the adequacy, efficiency
and effectiveness of the Company’s internal control system. The internal auditors report directly to the AC and
internal audit plans are tabled to the AC for review and approval by the Board to ensure adequate coverage.

The process of the risk management and internal control are ongoing, which are undertaken by each department
within the Company. The Company will continuously enhance the existing system of risk management and internal
control by taking into consideration the changing business environment.

Further details on the features of the risk management and internal control framework, and the adequacy and
effectiveness of this framework, are disclosed in the Statement on Risk Management and Internal Control in this
Annual Report 2022.

10.3 The RMC is chaired by Mr Mohanadas A/L K.P.Balan and comprises a majority of Independent Directors.
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11.0 EFFECTIVE GOVERNANCE, RISK MANAGEMENT AND INTERNAL CONTROL FRAMEWORK

11.1 The internal audit function of the Company is carried out by an outsourced professional service firm that assists
the AC and the Board in managing the risks and establishment of the internal control system and processes of the
Company by providing an independent assessment on the adequacy, efficiency and effectiveness of the Company’s
risk management and internal control system and processes.

The internal auditors report directly to both the AC and the Board. The internal auditors have and will continue to
keep abreast with developments in the profession, relevant industry and regulations.

The internal audit function is independent of the operations of the Company and provides reasonable assurance
that the Company’s system of internal control is satisfactory and operating effectively. Further details of the internal
audit function are set out in the Statement on Risk Management and Internal Control and the AC Report of this
Annual Report.

11.2 The internal audit function is outsourced to Resolve IR Sdn. Bhd. and the internal audit staff on the engagement
are free from any relationships or conflicts of interest, which could impair their objectivity and independence.

The Engagement Partner has a diverse professional experience in internal audit, risk management and corporate
governance advisory. The staff involved in the internal audit reviews possess professional qualifications and/or
members of the Institute of Internal Auditors Malaysia and MIA.

The internal audit was conducted using a risk-based approach and was guided by the International Professional
Practice Framework (IPPF).

PRINCIPLE C: INTEGRITY IN CORPORATE REPORTING AND MEANINGFUL RELATIONSHIP WITH
STAKEHOLDERS

12.0 CONTINUOUS COMMUNICATION BETWEEN THE COMPANY AND STAKEHOLDERS

12.1 The Board is committed to provide effective, transparent and regular communication with its shareholders and
other stakeholders regarding the business, operations and financial performance of the Group to enable them to
make informed decisions.

Through its website www.kheesanbhd.com and its announcements on Bursa Malaysia’s website, the Group shares
mandatory public announcements as well as publishes its quarterly and annual results. The quarterly financial results
are announced via Bursa LINK immediately after the Board’s approval. This is important in ensuring equal and fair
access to information by the investing public.

12.2 The Company is not categorised as “Large companies” and hence, have not adopted integrated reporting based
on a globally recognised framework.

13.0 ENCOURAGE SHAREHOLDERS’ PARTICIPATION AT GENERAL MEETINGS

13.1 The Notice for the 26th AGM that was held on 8 December 2021 was issued on 29 October 2021 which is more
than the 28 days recommended notice period. This gave shareholders sufficient time to read and consider the
resolutions to be resolved and enable shareholders to make an informed decision in exercising their voting rights.

18.2 Allthe Directors of the Company attended the 26th AGM of the Company held on 8 December 2021 on a fully virtual
basis to engage with shareholders and proxies proactively. The said AGM included an avenue for questions and
answers to shareholders and proxies. The Chairman had invited shareholders and proxies to raise their questions
on the Company’s financial statements and other items for approval at the said AGM via https://vps.megacorp.
com.my provided by Mega Corporate Services Sdn. Bhd.
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13.3 Inview of the current COVID-19 pandemic during the FY 2022, the Company had taken the necessary precautions
and preventive measures in complying with the directives issued by the Ministry of Health Malaysia. These include
the option of remote shareholders and proxy participation at the AGM. At its virtual 26th AGM held on 8 December
2021, the Company had continued to leverage on technology to facilitate remote shareholders’ participation and
electronic voting for the conduct of a poll on the resolutions.

13.4 The Chairman of the Board ensured that sufficient opportunities were given to shareholders and proxies to raise
questions relating to the affairs of the Company and that adequate responses were given.

13.5 The Board had ensured that the required infrastructure and tools were in placed to enable the smooth broadcast
of the 26th AGM and meaningful engagement with the shareholders. The questions posed by the shareholders
were responded by the Directors. The Board would consider questions posed by shareholders are made visible
to the participants for future general meetings.

13.6 The Minutes of the 26th AGM, which includes the questions raised by shareholders together with the responses by
the Company and outcome of the voting results, was made available to the shareholders within thirty (30) business
days after the 26th AGM at www.kheesanbhd.com.

COMPLIANCE STATEMENT

Saved as disclosed above, the Board is satisfied that throughout the FY 2022, the Company has applied the principles and
recommendations of the corporate governance set out in MCCG, where necessary and appropriate.

This Statement has been reviewed and approved by the Board on 27 October 2022.
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A. MEMBERSHIP AND MEETINGS

The Audit Committee (“AC”) comprises of three (3) members of which all are Independent Non-Executive Directors, in
compliance with Paragraph 15.09 of the Main Market Listing Requirements (“MMLR”) of Bursa Malaysia Securities Berhad
(“Bursa Securities”).

The members of the AC and details of their attendance at the AC Meetings for the financial year ended 30 June 2022
are as follows:

Number of
Meeting(s)
Designation Attended
Prof. Dr. Hj. Mohd Amy Azhar Bin Chairman, Independent Non-Executive 6/6
Mohd Harif A Director
Mohanadas A/L K.P.Balan A Member, Independent Non-Executive Director 6/6
Dato’ Hj. Mohd Aris Bin Ramli Member, Independent Non-Executive Director 6/6

A Member of the Malaysian Institute of Accountants

The AC met six (6) times during the financial year. Mr. Edward Tan Juan Peng, the Company’s Chief Executive Officer
and other senior management staff attended the meetings by invitation of the AC. The representatives of internal and
external auditors were also present during deliberations of the subjects which required their input and advices.

The summary of the AC meetings held were as follows:

Date of Meeting Subject matters

3 August 2021 o Discussed on the transfer pricing structure

27 September 2021 o Discussed on the Audit Review Memorandum for FYE 30 June 2021 from Kreston
John & Gan
. Reviewed the Quarterly Results for period ended 30 June 2021
o Discussed on the level of authority of management

27 October 2021 o Reviewed the Audited Financial Statements for FYE 30 June 2021
O Reviewed the Audit Committee Report and Statement on Risk Management and Internal
Control (“SORMIC”)
26 November 2021 . Reviewed the Quarterly Results for period ended 30 September 2021
25 February 2022 o Reviewed the Internal Audit Review Report on Inventory Management
o Reviewed the Quarterly Results for period ended 31 December 2021
30 May 2022 o Discussed on the audit planning for FYE 30 June 2022
o Reviewed the Quarterly Results for period ended 31 March 2022

The AC engages on a continuous basis with Management, the external and internal auditors to keep abreast of matters
affecting the Group. Where significant issues are noted, the Chairman of the AC communicates and confers with the
other members, either through emails, group chat on WhatsApp messaging platform, virtual and physical meetings.
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TERMS OF REFERENCE

The Terms of Reference of the AC are aligned with the MMLR of Bursa Securities and recommendations of the Malaysian
Code on Corporate Governance. The Terms of Reference will be revised accordingly, to cater for changes, if any. The
Terms of Reference is available at the Company’s website at www.kheesanbhd.com

SUMMARY OF ACTIVITIES

In line with the Terms of Reference of the AC, the following is a summary of work undertaken by the AC during the financial
year ended 30 June 2022 in discharging its functions and duties:

1. Financial Reporting
Reviewed Quarterly Results and the annual audited financial statements of the Company for the financial year ended
30 June 2022 including the announcements pertaining thereto before recommending to the Board for approval
and release of the announcements to Bursa Securities in order to ensure that it presented a true and fair view of
the Company’s financial position and performance for the year and compliance with all the regulatory requirements.

2, Annual Reporting

Reviewed the AC Report and Statement of Risk Management and Internal Control for insertion into the Company’s
Annual Report 2021 before tabling and recommending for the Board’s approval.

3. External Audit (Kreston John & Gan)

a) Reviewed and discussed at the meeting held on 27 September 2021, the Audit Review Memorandum for
financial year ended 30 June 2021.

b) Reviewed and discussed at the meeting held on 27 October 2021, the AFS for the financial year ended 30
June 2021.

C) Reviewed and discussed at the meeting held on 30 May 2022, the audit planning for financial year ending
30 June 2022.

4. Internal Audit (Resolve IR Sdn Bhd)
a) Reviewed the internal audit reports prepared by the Internal Auditors based on the approved Annual Audit Plan
for the Group. The AC also reviewed the audit findings, shortcomings actions taken and the recommendations

to improve any weaknesses or non-compliance.

b) Reviewed with Management on corrective actions taken on all matters raised in the internal audit reports to
improve the system of internal control.
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D. INTERNAL AUDIT FUNCTION

The Company appointed Resolve IR Sdn Bhd on 1 February 2021 as Internal Auditors to assist the AC and the Board in
providing independent assessment on the adequacy, efficiency and effectiveness of the Group’s internal control system.
The IA audit processes were mainly:

- To ascertain the effectiveness of the system of internal controls;

- To assess compliance with policies and procedures and recommended best practices; and

- To review and identify any potential areas for improvement in the effectiveness and efficiency of the processes (if
any)

The Internal Auditor’s Enterprise Risk Management (ERM) and the Internal Audit Services was aligned with the COSO
ERM Framework and the key steps of the ERM Framework was:

Pre Workshop: Planning & Preparation
Workshop: Risk Identification
Worksop: Risk Analysis

Post Workshop: Reporting

AN~

During the financial year ended 30 June 2022, the Internal Auditors reviewed and audited the areas related with the
Inventory Management as follows:-

- Inventory Planning

- Receipt & Inspection

- Issuance & Distribution

- Storage & Security

- Goods-In-Transit

- Physical Verification

- Manage Inventory Levels

- Authority Limits Review

- Review of Relevant Policies and Procedures

The fees incurred for the outsourcing of the internal audit function for the financial year ended 30 June 2022 was RM12,500.
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AND INTERNAL CONTROL

INTRODUCTION

Pursuant to paragraph 15.26(b) and Practice 9 of the Main Market Listing Requirements of Bursa Malaysia Securities
Berhad in relation to the requirement to prepare the statement on risk management and internal controls, in which the
Statement shall be guided by the Statement on Risk Management and Internal Control: Guidelines for Directors of Listed
Issuers. The Board of Directors (“the Board”) of Khee San Berhad (“the Company”) is pleased to present the statement on
the state of the risk management and internal controls of the Company and its subsidiaries (“the Group”) for the financial
year ended 30 June 2022.

The Board believes the practice of good risk management and internal control is an important continuous process to
safeguard Shareholders’ investment and the Group’s assets.

BOARDS’ RESPONSIBILITIES

The Board upholds its overall responsibility for the Group’s system of internal control, including the assurance of its adequacy
and integrity of the risk management and internal control system and its alignment with the corporate objectives. The
internal control system of the Company covering the risk management, financial, organisational and operation, business
environment and compliance controls.

The Board also affirms that they will continuously improve the process for identifying, evaluating, monitoring and managing
the significant risks faced by the Group as to safeguard the Shareholders’ and Stakeholders’ interest. However, in view
of the limitation inherent in any system of internal controls and risk management, it should be noted that a system of
internal controls and risk management framework are designed to manage the principal risks of the Group rather than
to eliminate the risks of failure. As such, the internal control system can only provide reasonable and adequate, but not
absolute assurance against material misstatement of management and financial information or against any loss or fraud.

However from 17 November 2021 till 1 September 2022, the Court granted an Ex Parte Order to appoint an Interim
Judicial Manager, Dato’ Adam Primus Varghese Abdullah for the subsidiary’s Khee San Food Industries Sdn Bhd. In
accordance with Section 414(2) of the Companies Act, 2016, all powers conferred and duties imposed on the directors
by the Companies Act, 2016 or by the constitution of the Company shall be exercised and performed by the Interim
Judicial Manager (“IUM”) and not by the directors.The Board is assisted by the Management in implementing the Board’s
policies and procedures on risk and control by identifying and assessing the risks faced, and in the design, operation
and monitoring of suitable internal controls to manage and control these risks.

RISK MANAGEMENT FRAMEWORK

With the increasingly complex and dynamic business environment, proactive management of the overall business risks is
a prerequisite in ensuring that the risk management and control framework is embedded into the culture, processes and
structures of the Company to achieve its strategic objectives. The Group is committed to ensure that the risks inherent
in its business are identified and effectively managed through its planned activities.

As the effectiveness of the risk management system is dependent on constant awareness of potential risks and regular
practice of risk assessment processes by all levels of an organisation, the level of success in the implementation of mitigation
actions have been incorporated as one of the criteria in the annual performance appraisal of Senior Management. The
deliberation of risks and related mitigating responses are carried out at regular management meetings of the Group and
significant risks are conveyed to the Board at the quarterly scheduled meetings, if necessary.
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4. INTERNAL AUDIT FUNCTION

The Internal Audit was carried out by the Group’s outsourced internal audit function Messrs. Resolve IR Sdn Bhd
(“Resolve”) which was engaged on 1st February 2021 by the Audit Committee to conduct a holistic independent review
of the adequacy, efficiency and effectiveness of the Group’s internal control system. The review was conducted on one
(1) key area of the Group’s operations namely Inventory Management. The scope of work of the internal audit includes
reviewing the adequacy and the integrity of the Group’s internal control systems, management information systems and
the system methodology on compliance with the applicable laws, regulations, rules and guidelines

The Audit Committee had approved the Internal Audit Plan for the internal control system of the Group. The Internal
Auditors carries out continuous internal controls to ascertain the effectiveness of the system of internal controls, assess
compliance with policies and procedures and recommended best practices and review and identify any potential areas
for improvement in the effectiveness and efficiency of the Group.

All findings and the recommendations together with the management actions for further improvement were submitted to
the Audit Committee on a quarterly basis. In assessing the adequacy and effectiveness of the system, the Audit Committee
reports to the Board on its activities, audit findings and the necessary recommendations or actions needed to be taken
by the Management to rectify those issues.

During the financial year ended 30 June 2022, the Internal Auditors have conducted approved internal audit plans which
were in consistent with the corporate goal of the Group and all internal Auditors’ reports were deliberated by the Audit
Committee during its Audit Committee Meetings and recommendations made to the Board and/or the Management was
acted upon thereafter.

5. KEY ELEMENTS OF INTERNAL CONTROL
The key elements of risk management and internal control system are described as follows:-

U Establishment of a conducive control environment in accordance with the increasing of level of awareness as well
as the actions of the Directors and Management and overall attitude in relation to the risk management and internal
control system and its importance to the Group;

o Establishment of the relevant terms of reference and organisational structure which defined, responsibility and
accountability to enhance the Group’s ability to achieve its strategies and operational objectives;

o A clear and detailed organisational structure has been established to focus on the related reporting responsibilities
and accountabilities to ensure and clarify task ownership;

U Board meetings and Management meetings are held more often on the operational issues, financial performance,
human resources matter and business plans to review, discuss, identify and manage the key risks so that it is still
within controlled environment;

. The initiative to implement a comprehensive policies and procedures manuals including staff handbook to ensure
adherence with internal controls and the relevant laws and regulations that have been enforced, provide general
rules on, and authority limits over diverse operating, financial, human resources inclusive of health and safety

matters;

o Internal policies and procedures as set out in the Group’s policies and procedures which include different operational
and management aspects are being updated from time to time to address operational deficiencies and changes
of risk;

o Different types of communication such as email and teleconferencing are seen as effective instruments for

communication and knowledge sharing among the employees;
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U A Code of Ethics which defines the ethical standards is introduced to all employees and conduct at work. New
employees are briefed on the Group’s culture, organisational structure, relevant job descriptions, responsibilities
and key performance index expectations upon joining the Group by their immediate supervisors and documents
copy of the same is filed in their respective personnel files;

U Recruitment of experienced, skilled and professional staff to fulfil the respective responsibilities and ensuring
adequate control are in place;

. Continuous provision of information to the management, which covers the financial performance of the Company,
such as cashflow performance;

. The major capital expenditure and assets disposals are appraised and approved by the Board as well as the Board
of Directors of the subsidiaries, whenever applicable; and

. The Group’s financial performance and statements has been reviewed by Audit Committee which is then reported
to the Board. Regular and comprehensive management reports to the Audit Committee from various lines of
operations and business units, on key business performance, operating statistics and regular matters to allow an
effective monitoring of significant variances and deviation from standard operating procedures and budget.

BOARD ASSESSMENT

The Chief Executive Officer, being the person primarily responsible for the overseeing and managing of the operational
affairs of the Company has provided assurance to the Board that the Group’s risk management and internal control system,
have been operated adequately and effectively, in all material aspects, based on the Group’s policies and procedures.

For the financial year under review, with the implementation of recommended improvements to internal control process
in year 2021, the management had improved on its internal control system with no significant internal control deficiencies
or material weaknesses noted.

The Board opines that the existing Group’s system of internal controls is adequate to safeguard shareholders’ investment
and Group’s assets. However, the Board is also cognisant of the fact that the Group’s system of risk management and
internal controls must continuously evolve to meet the changing and challenging business environment. Therefore, the
Board shall continue to strive to further improve upon the internal control processes and strengthen the risk management
framework of the Group on an ongoing basis.

REVIEW BY EXTERNAL AUDITORS

As required under Paragraph 15.23 of the Main Market Listing Requirements of Bursa Malaysia Securities Berhad, the
External Auditors, Messrs. Kreston John & Gan have reviewed this Statement on Risk Management and Internal Control
pursuant to the scope set out in Recommended Practice Guide issued by the Malaysian Institute of Accountants. The
Practice Guide does not require the External Auditors to consider whether the Statement covers all risks and controls, or
to for, an opinion on the adequacy and effectiveness of the risk management and internal controls system of the Group.

The External Auditors had reported to the Board that nothing has come to their attention that causes them to believe that
this Statement is inconsistent with their understanding of the process adopted by the Board in reviewing the adequacy
and integrity of the internal controls system within the Group.

This Statement was approved by the Board on 27 October 2022.
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FOR THE AUDITED FINANCIAL STATEMENTS

The Directors are required by the Companies Act 2016 ("the Act") to prepare the financial statements for each financial year
which have been made out in accordance with applicable Malaysian Financial Reporting Standards ("MFRSs"), International
Financial Reporting Standards ("IFRSs"), the requirements of the Act in Malaysia.

The Directors are responsible to ensure that the financial statements give a true and fair view of the state of affairs of the Group
and of the Company at the end of the financial year, and of the results and cash flows of the Group and of the Company for
the financial year.

In preparing the financial statements, the Directors have:

(i) adopted appropriate accounting policies and applied them consistently;
(ii) made judgements and estimates that are reasonable and prudent; and
@iy  prepared the financial statements on a going concern basis, the validity of which is dependent on the following:

a. the Company is currently in the process of formulating a Proposed Regularisation Plan which entails a scheme of
arrangement to address the financial condition of the Group and of the Company and believes that the Proposed
Regularisation Plan once formulated and implemented after obtaining the approval from relevant authorities and
Scheme Creditors, will enable the Group and the Company to generate sufficient cash flows to meet their obligations
and continue sustainable and viable operations; and

b. continuous financial support provided by substantial shareholders to the Group and the Company to meet their
obligations.

The Directors are responsible to ensure that the Group and the Company keep accounting records which disclose the financial
position of the Group and of the Company with reasonable accuracy, enabling them to ensure that the financial statements
comply with the Act.

The Directors are responsible for taking such steps as are reasonably open to them to safeguard the assets of the Group and
of the Company and to detect and prevent fraud and other irregularities.
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REPORT
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2022

The directors hereby submit their report and the audited financial statements of the Group and of the Company
for the financial year ended 30 June 2022.

Principal activities
The Company is principally an investment holding company. The principal activities of the subsidiary

companies are set out in Note 7 to the financial statements. There have been no significant changes in the
nature of these activities during the financial year.

Results
Group Company
RM RM
Loss for the financial year after taxation attributable to owner of
the Company 13,735,839 2,539,923

Dividend

No dividend has been paid, declared or proposed since the end of the previous financial year.
The directors do not recommend any dividend for the current financial year.

Reserves and provisions

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

Bad and doubtful debts

Before the financial statements of the Group and of the Company were made out, the directors took reasonable
steps to ascertain that action had been taken in relation to the writing off of bad debts and the making of
allowance for doubtful debts and satisfied themselves that all known bad debts had been written off and
adequate allowance had been made for doubtful debts.

At the date of this report, the directors are not aware of any circumstances which would render the amount
written off for bad debts, or the amount of the allowance for doubtful debts, in the financial statements of the
Group and of the Company inadequate to any substantial extent.

Shares and debentures

During the financial year, the number of issued and paid-up share capital of the Company was increased from
114,400,000 ordinary shares to 137,280,000 ordinary shares by way of issuance of 22,880,000 new ordinary

shares for cash pursuant to a private placement at exercised price of RM0.1050 per ordinary share.

The Company did not issue any new debentures during the financial year.
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Current assets

Before the financial statements of the Group and of the Company were made out, the directors took reasonable
steps to ascertain whether any current assets, other than debts, were unlikely to realise in the ordinary course
of business. Their value as shown in the accounting records of the Group and of the Company and to the
extent so ascertained were written down to an amount that they might be expected to realise.

At the date of this report, the directors are not aware of any circumstances that would render the values
attributed to the current assets in the financial statements of the Group and of the Company misleading.

Valuation methods

At the date of this report, the directors are not aware of any circumstances which have arisen which render
adherence to the existing methods of valuation of assets or liabilities of the Group and of the Company
misleading or inappropriate.

Contingent and other liabilities

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

i)  any charge on the assets of the Group and of the Company that has arisen since the end of the financial
year which secures the liabilities of any other person, or

i) any contingent liability in respect of the Group and of the Company that has arisen since the end of the
financial year.

No contingent liability or other liability of the Group and of the Company has become enforceable, or is likely
to become enforceable within the period of twelve months after the end of the financial year which, in the
opinion of the directors, will or may substantially affect the ability of the Group and of the Company to meet its
obligations as and when they fall due other than those as disclosed in Note 31 to the financial statements.

Change of circumstances

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, that would render any amount stated in
the financial statements misleading.

Items of an unusual nature

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

There has not arisen in the interval between the end of the financial year and the date of this report any item,
transaction or event of a material and unusual nature likely, in the opinion of the directors, to affect substantially
the results of the operations of the Group and of the Company for the current financial year.
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Directors of the Company

The directors of the Company in office at any time during the financial year until the date of this report are: -
Edward Tan Juan Peng

Dato’ Hj. Mohd Aris Bin Ramli

Mohanadas A/L K.P. Balan

Prof. Dr. Hj. Mohd Amy Azhar Bin Mohd Harif

Dato’ Mohamad Razali Bin Mohamad Rahim (Appointed on 15 April 2022)

Khairul Azwan Bin Harun (Appointed on 15 April 2022, Resigned on 26 May 2022)

The directors who hold office in the subsidiary companies (excluding directors who are also directors of the
Company) during the financial year until the date of this report are: -

Ng Chee Keong
Directors’ interests

None of the directors holding office at the end of the financial year held any interest in the ordinary shares of
the Company and of its related corporations.

Directors’ remunerations

The amounts of the remuneration of the directors or past directors of the Company comprising remunerations
received or receivable from the Company or any of its subsidiary companies during the financial year are
disclosed in Note 23 to the financial statements.

None of the directors or past directors of the Company have received any other benefits otherwise than in
cash from the Company or any of its subsidiary companies during the financial year.

No payment has been paid to or payable to any third party in respect of the services provided to the Company
or any of its subsidiary companies by the directors or past directors of the Company during the financial year.

Indemnifying Directors, Officers or Auditors

No indemnities have been given to or insurance premium paid, during or since the end of the financial year,
for any person who is or has been the director, officer or auditor of the Company.

Directors’ benefits

Since the end of the previous financial year, no director of the Company has received or become entitled to
receive any benefit (other than a benefit included in the aggregate amount of emoluments, received or due
and receivable by directors as shown in the financial statements, or the fixed salary of a full-time employee of
the Company) by reason of a contract made by the Company or a related corporation with the director or with
a firm of which the director is a member, or with a company in which the director has a substantial financial
interest.
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There were no arrangements during and at the end of the financial year, to which the Company is a party,
which had the object of enabling the directors of the Company to acquire benefits by means of the acquisition
of shares in or debentures of the Company or any other body corporate.

Subsidiary companies

The details of the Company’s subsidiaries are disclosed in Note 7 to the financial statements.

Significant events

Details of significant events are disclosed in Note 33 to the financial statements.

Events after the reporting period

Details of events after the reporting period are disclosed in Note 34 to the financial statements.

Auditors

a) Details of the auditors’ remuneration for the Group and for the Company are disclosed in Note 26 to the
financial statements.

b) The auditors, Kreston John & Gan, Chartered Accountants, have indicated their willingness to accept re-
appointment.

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

Edward Tan Juan Peng

Mohanadas A/L K.P. Balan

Kuala Lumpur
Date: 27 October 2022
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INDEPENDENT

AUDITORS’ REPORT
TO MEMBERS OF KHEE SAN BERHAD

Report on the Audit of the Financial Statements
Qualified Opinion

We have audited the financial statements of Khee San Berhad, which comprise the statements of financial position as at
30 June 2022 of the Group and of the Company, and the statements of profit or loss and other comprehensive income,
statement of changes in equity and statements of cash flows of the Group and of the Company for the financial year then
ended, and notes to the financial statements, including a summary of significant accounting policies, as set out on pages
10 to 95.

In our opinion, except for the possible effects of the matter described in the Basis for Qualified Opinions section of our
report, the accompanying financial statements give a true and fair view of the financial position of the Group and of the
Company as at 30 June 2022, and of their financial performance and their cash flows for the year then ended in accordance
with Malaysian Financial Reporting Standards, International Financial Reporting Standards and the requirements of the
Companies Act, 2016 in Malaysia.

Basis for Qualified Opinion

Material Uncertainty Related to Going Concern

1. We draw attention to Note 2(e) to the financial statements, which discloses the following:

i For the financial year ended 30 June 2022, the Group and the Company incurred net losses of RM13,735,839
and RM2,539,923 respectively. As of that date, the Group reported shareholders’ deficit of RM79,138,999, and
the Group’s and the Company’s current liabilities exceeded their current assets by RM131,715,096 and
RM2,175,872 respectively.

ii.  On 18 November 2021, the Company announced that it is an affected listed issuer under Practice Note (PN) 17
of the Main Market Listing Requirements of Bursa Malaysia Securities Berhad (“MMLR”) (“Bursa Securities”).
The Company had triggered the Prescribed Criteria pursuant to paragraph 8.04 of the MMLR and paragraph
2.1(b) of PN17 and shall submit a regularisation plan to Securities Commission Malaysia to regularise its
financial condition within 12 months from 18 November 2021.

2.  We also draw attention to Note 34(iii) & (iv) to the financial statements, the Court had on 23 September 2022 granted
an Order under Section 366 and Section 368 of the Companies Act, 2016 to the Company and its wholly-owned
subsidiaries. The Order was applied by the Company to formulate and finalise a proposed scheme of arrangement
between the Company, its subsidiaries and its Scheme Creditors within 180 days from the date of the Order.

The above events and conditions indicate that a material uncertainty exists that may cast significant doubt on the Group’s
and the Company’s ability to continue as a going concern and therefore, the Group and the Company may be unable to
realise their assets and discharge their liabilities in the normal course of business.

Nevertheless, the financial statements of the Group and of the Company have been prepared on a going concern basis,
the validity of which is dependent on the following: -

a. the Company is currently in the process of formulating a Proposed Regularisation Plan which entails a scheme of
arrangement to address the financial condition of the Group and of the Company and believes that the Proposed
Regularisation Plan once formulated and implemented after obtaining the approval from relevant authorities and
Scheme Creditors, will enable the Group and the Company to generate sufficient cash flows to meet their obligations
and continue sustainable and viable operations; and

b.  continuous financial support provided by substantial shareholders to the Group and the Company to meet their
obligations.



KHEE SAN BERHAD Registration No.: 199401018697 (304376-A)

INDEPENDENT AUDITORS’ REPORT
TO MEMBERS OF KHEE SAN BERHAD
(cont’d)

Material Uncertainty Related to Going Concern (Contd.)

However, as at the date of this report, we have not been able to obtain sufficient appropriate audit evidence regarding the
ability of the Group and the Company to successfully implement the Proposed Regularisation Plan as it entails a scheme
of arrangement which requires agreement with all the Scheme Creditors within 180 days from 23 September 2022.

Should the going concern basis for the preparation of the financial statements be no longer appropriate. Adjustments will
have to be made to state the assets at their realisable values and to provide for further liabilities which may arise.

We conducted our audit in accordance with approved standards on auditing in Malaysia and International Standards on
Auditing. Our responsibilities under those standards are further described in the Auditors’ Responsibilities for the Audit of
the Financial Statements section of our report. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our qualified opinion.

Independence and Other Ethical Responsibilities

We are independent of the Group and of the Company in accordance with the By-Laws (on Professional Ethics, Conduct
and Practice) of the Malaysian Institute of Accountants (“By-Laws”) and the International Ethics Standards Board for
Accountants’ International Code of Ethics for Professional Accountants (including International Independence Standards)
(“IESBA Code”), and we have fulfilled our other ethical responsibilities in accordance with the By-Laws and the IESBA
Code.

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the
financial statements of the Group and of the Company for the current financial year. These matters were addressed in the
context of our audit of the financial statements of the Group and of the Company as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters.

Revenue recognition

Refer to Note 3(m) - Significant accounting policies and Note 22 - Revenue

The Key Audit Matters

Revenue is one of the significant accounts in the financial statements and also an important driver of the Group’s operating
results. We identified revenue recognition to be an area of audit focus as it is to be a possible cause of higher risk of
material misstatements in the timing and amount of revenue recognised. Specifically, we focused our audit efforts to
determine the possibility of overstatement of revenue.

How our audit addresses this matter

Our procedures included, amongst others:

. Evaluated whether the accounting policy adopted by the management is consistent with the requirements of MFRS
15, Revenue from Contracts with Customers;

. Tested the operating effectiveness of the Group’s internal controls over timing and amount of revenue recognised;

. Verified the documents for transactions selected based on sampling basis;

. Checked the sales prior and subsequent to the year end and inspect the documents which evidenced the performance
obligation had been fulfilled;

. Assessed the related disclosures in Note 3(m) and Note 22 to the financial statements.
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Property, plant and equipment
Refer to Note 4 - Property, plant and equipment

The Key Audit Matters

The carrying amount of the Group’s property, plant and equipment (“PPE”) amounted to RM56,844,901 represent 80% of
the Group’s total assets as at 30 June 2022.

The management has assessed if there are indication of impairment and performed an assessment on the carrying amount
of the PPE.

For freehold land and building, the management estimated the fair value of the freehold land and building based on the
valuation performed by external independent valuers performed in financial period 2020.

How our audit addresses this matter

Our procedures included, amongst others:

e Reviewed and checked the ownership and physical existence of major PPE;

e Reviewed the insurance coverage of major items, if any; and

e Assessed and reviewed whether there is any indication that the assets may be impaired and the adequacy of
impairment loss on the PPE.

Information Other than the Financial Statements and Auditors’ Report Thereon

The directors of the Company are responsible for the other information. The other information comprises the information
included in the annual report, but does not include the financial statements of the Group and of the Company and our
auditors’ report thereon.

Our opinion on the financial statements of the Group and of the Company does not cover the other information and we do
not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements of the Group and of the Company, our responsibility is to read the
other information and, in doing so, consider whether the other information is materially inconsistent with the financial
statements of the Group and of the Company or our knowledge obtained in the audit or otherwise appears to be materially
misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this other information, we
are required to report that fact. We have nothing to report in this regard.

Responsibilities of the Directors for the Financial Statements

The directors of the Company are responsible for the preparation of financial statements of the Group and of the Company
that give a true and fair view in accordance with Malaysian Financial Reporting Standards, International Financial Reporting
Standards and the requirements of the Companies Act, 2016 in Malaysia. The directors are also responsible for such
internal control as the directors determine is necessary to enable the preparation of financial statements of the Group and
of the Company that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements of the Group and of the Company, the directors are responsible for assessing the
Group’s and the Company’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the director either intend to liquidate the Group or the
Company or to cease operations, or have no realistic alternative but to do so.
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(cont’d)

Our objectives are to obtain reasonable assurance about whether the financial statements of the Group and of the
Company as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with approved standards on auditing in Malaysia and International Standards on Auditing will always detect
a material misstatement when it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these financial statements.

As part of an audit in accordance with approved standards on auditing in Malaysia and International Standards on Auditing,
we exercise professional judgement and maintain professional scepticism throughout the audit. We also:

Identify and assess the risk of material misstatement of the financial statements of the Group and of the Company,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.

. Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Group’s
and the Company’s internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by the directors.

. Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant
doubt on the Group’s or the Company’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditors’ report to the related disclosures in the financial
statements of the Group and of the Company or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditors’ report. However, future events
or conditions may cause the Group or the Company to cease to continue as going concern.

. Evaluate the overall presentation, structure and content of the financial statements of the Group and of the Company,
including the disclosures, and whether the financial statements of the Group and of the Company represent the
underlying transactions and events in a manner that achieves fair presentation.

. Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities
within the Group to express an opinion on the financial statements of the Group. We are responsible for the direction,
supervision and performance of the group audit. We remain solely responsible for our audit opinion.

We communicate with the directors regarding, among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

We also provide the directors with a statement that we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships and other matters that may reasonably be thought to bear
on our independence, and where applicable, actions taken to eliminate threats or safeguards applied.

From the matters communicated with the directors, we determine those matters that were of most significance in the audit
of the financial statements of the Group and of the Company for the current financial year and are therefore the key audit
matters. We describe these matters in our auditors’ report unless law or regulation precludes public disclosure about the
matter or when, in extremely rare circumstances, we determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably be expected to outweigh the public interest benefits of
such communication.
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Report on Other Legal and Regulatory Requirements

In accordance with the requirements of the Companies Act, 2016 in Malaysia, we report that in our opinion, we have not
obtained all the information and explanations that required for the matter as described in the Basis of Qualified Opinions
section.

Other Matter

This report is made solely to the members of the Company, as a body, in accordance with Section 266 of the Companies
Act, 2016 in Malaysia and for no other purpose. We do not assume responsibility to any other person for the contents of
this report.

Kreston John & Gan
(AF 0113)
Chartered Accountants

Yong Chung Sin
Approval No: 02892/04/2024 J

Kuala Lumpur,
Date: 27 October 2022



KHEE SAN BERHAD Registration No.: 199401018697 (304376-A)

STATEMENTS OF

FINANCIAL POSITION

AS AT 30 JUNE 2022

ASSETS

Property, plant and
equipment

Right-of-use assets

Intangible assets

Investment in
subsidiaries

Amount due from a
subsidiary company

Total Non-Current
Assets

Inventories

Trade receivables

Other receivables

Amount due from a
subsidiary company

Current tax assets

Cash and cash
equivalents

Total Current Assets
Total Assets

EQUITY AND
LIABILITIES

Share capital

Reserves

Equity attributable to
owner of the
Company

Loans and borrowings
Lease liabilities
Deferred tax liabilities

Total Non-Current
Liabilities

Note

10
11

12

13
13

14
17
18

Group Company

2022 2021 2022 2021

RM RM RM RM
56,844,901 60,235,459 18,985 -
784,564 1,462,403 - -
- - 3,503,106 4,361,426
57,629,465 61,697,862 3,522,091 4,361,426
5,513,127 6,525,839 - -
2,990,383 3,080,382 - -
2,122,934 1,203,468 2,941 143,100
- - 55,922 -
459,999 16,020 - -
2,098,188 2,387,959 196,996 64,600
13,184,631 13,213,668 255,859 207,700
70,814,096 74,911,530 3,777,950 4,569,126
112,191,917 109,789,517 112,191,917 109,789,517
(191,330,916) (177,595,077) (110,845,698) (108,305,775)
(79,138,999) (67,805,560) 1,346,219 1,483,742
- 304,903 - -
114,441 625,097 - -
4,938,927 6,086,482 - -
5,053,368 7,016,482 - -




Trade payables
Other payables
Amount due to

directors

Amount due to

subsidiaries

Loans and borrowings
Lease liabilities
Current tax liabilities

Total Current

Liabilities

Total Liabilities
Total Equity and

Liabilities

Note

19
20

21

14
17

KHEE SAN BERHAD Registration No.: 199401018697 (304376-A)

STATEMENTS OF FINANCIAL POSITION
AS AT 30 JUNE 2022

(cont’d)
Group Company
2022 2021 2022 2021
RM RM RM RM
16,596,332 16,031,565 - -
46,228,890 38,471,221 1,621,281 2,859,634
5,110,350 5,225,750 110,350 225,750
- - 700,100 -
75,750,054 74,661,021 - -
1,214,101 1,202,882 - -
- 108,169 - -
144,899,727 135,700,608 2,431,731 3,085,384
149,953,095 142,717,090 2,431,731 3,085,384
70,814,096 74,911,530 3,777,950 4,569,126

The accompanying accounting policies and explanatory notes form an integral part of the financial statements
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STATEMENTS OF PROFIT OR LOSS AND

OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2022

Group Company

2022 2021 2022 2021

Note RM RM RM RM
Revenue 22 32,954,316 59,551,132 - -
Cost of sales (29,109,909) (49,462,056) - -
Gross profit 3,844,407 10,089,076 - -
Other income 1,154,082 4,861,518 533,323 2,957,702
Distribution expenses (211,624) (115,288) - -
Administrative expenses (12,763,972) (29,759,556) (2,214,926) (3,286,269)

Impairment loss on

investment in subsidiary

companies - - (858,320) -
Impairment loss on

property, plant and

equipment - (42,788,734) - -
Impairment loss on trade
receivables - (1,607,065) - -
Other expenses (8,001) (487,085) - -
Loss from operations (7,985,108) (59,807,134) (2,539,923) (328,567)
Finance income - 11,689 - -
Finance costs 24 (6,904,474) (4,538,580) - -
Loss before taxation (14,889,582) (64,334,025) (2,539,923) (328,567)
Tax credit 25 1,153,743 6,008,207 - 5,943
Loss for the year 26 (13,735,839) (58,325,818) (2,539,923) (322,624)
Other comprehensive
income, net of tax
Revaluation surplus on
property, plant and
equipment - 1,404,863 - -
Total comprehensive loss
for the year (13,735,839) (56,920,955) (2,539,923) (322,624)

Loss for the year
attributable to: -
Owners of the Company (13,735,839) (58,325,818) (2,539,923) (322,624)
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STATEMENTS OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2022

(cont’d)
Group Company
2022 2021 2022 2021
Note RM RM RM RM
Total comprehensive
loss for the year
attributable to: -
Owners of the Company (13,735,839) (56,920,955) (2,539,923) (322,624)
Basis earnings per share
(sen) 27 (10.83) (50.98)
Diluted earnings per
share (sen) 27 (10.83) (50.98)

The accompanying accounting policies and explanatory notes form an integral part of the financial statements
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Company
At 1 July 2020

Total comprehensive loss for the year
At 30 June 2021

Issuance of shares

Total comprehensive loss for the year
At 30 June 2022

KHEE SAN BERHAD Registration No.: 199401018697 (304376-A)

STATEMENTS OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2022

(cont’d)
Non-
Distributable Distributable
Share (Accumulated
capital Losses) Total
Note RM RM RM
109,789,517 (107,983,151) 1,806,366
- (322,624) (322,624)
109,789,517 (108,305,775) 1,483,742
13 2,402,400 - 2,402,400
- (2,539,923) (2,539,923)
112,191,917 (110,845,698) 1,346,219

The accompanying accounting policies and explanatory notes form an integral part of the financial statements



KHEE SAN BERHAD Registration No.: 199401018697 (304376-A)

STATEMENTS OF

CASH FLOW
FOR THE YEAR ENDED 30 JUNE 2022

Group Company
2022 2021 2022 2021
Note RM RM RM RM

Cash flows from

operating activities
Loss before tax (14,889,582) (64,334,025) (2,539,923) (328,567)
Adjustments for: -
Bad debt recovery (13) - - -
Depreciation of

property, plant and

equipment 4 3,423,585 7,992,353 742 -
Depreciation of right-of-

use assets 5 527,090 947,996 - -
Gain on disposal of

property, plant and

equipment (258,289) (220,654) - -
Gain on disposal of

right-of-use asset (299,251) - - -
Impairment loss on

investment in

subsidiary companies 7 - - 858,320 -
Impairment loss on

property, plant and

equipment 4 - 42,788,734 - -
Impairment loss on

right-of-use asset 5 - 5,324,262 - -
Impairment loss on

trade receivables 10 278,367 1,607,065 - -
Finance cost 24 6,904,474 4,538,580 - -
Finance income - (11,689) - -
Inventory written off 225,125 175,765 - -
Other receivables and

deposits written off 126,207 807,281 - -
Property, plant and

equipment written off 42,129 4,990,254 - -

Reversal of impairment

loss on amount due

from a subsidiary no

longer required 8 - - (531,821) (2,957,689)
Unrealised loss on

foreign exchange 28,450 4,024,660 - -

Operating (loss)/profit
before working capital
changes (3,891,708) 8,630,582 (2,212,682) (3,286,256)



Changes in working
capital: -

Amount due from
subsidiary companies

Amount due to directors

Inventories

Other payables and
accruals

Other receivables,
deposits and
prepayments

Trade payables

Trade receivables

Cash from/(used in)
operations

Interest received
Interest paid
Tax paid

Net cash (used
in)/generated from
operating activities

Cash flows from
investing activities
Increase in investments

in subsidiary
Proceeds from disposal
of property, plant and
equipment
Proceeds from disposal
of right-of-use assets
Purchases of property,
plant and equipment

Net cash generated
from/(used in)
investing activities

KHEE SAN BERHAD Registration No.: 199401018697 (304376-A)

STATEMENTS OF CASH FLOW
FOR THE YEAR ENDED 30 JUNE 2022

(cont’d)
Group Company

2022 2021 2022 2021

Note RM RM RM RM
- - 1,175,899 2,957,689
(115,400) 225,750 (115,400) 225,750
787,587 (1,437,702) - -
7,757,669 7,046,468 (1,238,253) 309,599
(1,045,673) 739,354 140,159 (143,100)
564,767 (6,025,771) - -
(216,805) (6,169,370) - -
3,840,437 3,009,311 (2,250,277) 63,682
- 11,689 - -
(6,904,474) (4,538,580) - -
(545,960) (345,804) - -
(3,609,997) (1,863,384) (2,250,277) 63,682
- - - (100)
364,192 259,495 - -
450,000 - - -
4 (181,059) (1,088,783) (19,727) -
633,133 (829,288) (19,727) (100)




KHEE SAN BERHAD Registration No.: 199401018697 (304376-A)

STATEMENTS OF CASH FLOW
FOR THE YEAR ENDED 30 JUNE 2022
(cont’d)

Group Company
2022 2021 2022 2021
Note RM RM RM RM
Cash flows from
financing activities
Proceed from issuance
of shares 2,402,400 - 2,402,400 -
(Repayment of)/
Proceed from
borrowings (c) (317,457) 763,655 - -
Repayment of lease
liabilities (c) (499,437) (465,969) - -
Net cash generated
from financing
activities 1,585,506 297,686 2,402,400 -
Net (decrease)/increase
in cash and cash
equivalents (1,391,358) (2,394,986) 132,396 63,582
Cash and cash
equivalents at the
beginning of the year (6,115,920) (3,720,934) 64,600 1,018
Cash and cash
equivalents at the end
of the year 12 (7,507,278) (6,115,920) 196,996 64,600
a) Cash outflows for leases as a lessee
Group
2022 2021
Note RM RM
Included in net cash from operating activities:
Payment relating to short-term leases 26 75,800 517,306
Payment relating to leases of low-value assets 26 9,230 2,922
Interest paid in relation to lease liabilities 24 14,616 280,283
Included in net cash from financing activities:
Payment of lease liabilities 499,437 365,243

Total cash outflows for leases

599,083 1,165,754




KHEE SAN BERHAD Registration No.: 199401018697 (304376-A)

STATEMENTS OF CASH FLOW

FOR THE YEAR ENDED 30 JUNE 2022

(cont’d)
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KHEE SAN BERHAD Registration No.: 199401018697 (304376-A)

NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2022

1. General information

Khee San Berhad is a public limited liability company, incorporated and domiciled in Malaysia and is listed
on the Main Market of Bursa Malaysia Securities Berhad. The addresses of the principal place of business
and registered office of the Company are as follows:

Principal place of business Registered office

Lot 1819 — 1824 & 1832, No. 5-9A

Jalan Kolej The Boulevard Offices
43300 Seri Kembangan Mid Valley City
Selangor Darul Ehsan. Lingkaran Syed Putra

59200 Kuala Lumpur.

The consolidated financial statements of the Company as at and for the financial year ended 30 June
2022 comprise the Company and its subsidiaries (together referred to as the “Group” and individually
referred to as “Group entities”). The financial statements of the Company as at and for the year ended 30
June 2022 do not include other entities.

The Company is principally an investment holding company. The principal activities of the subsidiary
companies are set out in Note 7 to the financial statements.

These financial statements were authorised for issue by the Board of Directors on 27 October 2022.
2. Basis of preparation
a) Statement of compliance

The financial statements of the Group and of the Company have been prepared in accordance with
Malaysian Financial Reporting Standards (“MFRSs”), International Financial Reporting Standards
and the requirements of the Companies Act, 2016 in Malaysia.

The following are accounting standards, amendments and interpretations of the MFRSs framework
that have been issued by the Malaysian Accounting Standards Board (“MASB”) but have not been
adopted by the Company:

MFRSs, Interpretations and amendments effective for annual periods beginning on or after 1
January 2022

e Amendments to MFRS 1, First-Time Adoption of Malaysian Financial Reporting Standards
(Annual Improvements to MFRS Standards 2018-2020 Cycle)

¢ Amendments to MFRS 3, Business Combination - Reference to the Conceptual Framework

e Amendments to MFRS 9, Financial Instruments (Annual Improvements to MFRS Standards
2018-2020 Cycle)

e Amendments to MFRS 116, Property, Plant and Equipment - Property, Plant and Equipment -
Proceeds before Intended Use

e Amendments to MFRS 137, Provisions, Contingent Liabilities and Contingent Assets - Onerous
Contract - Cost of Fulfilling a Contract

e Amendments to MFRS 141, Agriculture (Annual Improvements to MFRS Standards 2018-2020
Cycle)

e Amendments to lllustrative Example accompanying MFRS16, Leases (Annual Improvements to
MFRS Standards 2018 — 2020)
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30 JUNE 2022
(cont’d)

2. Basis of preparation (Cont’d.)

a)

c)

Statement of compliance (Cont'd.)

The following are accounting standards, amendments and interpretations of the MFRSs framework
that have been issued by the Malaysian Accounting Standards Board (“MASB”) but have not been
adopted by the Group and the Company: (Cont'd.)

MFRSs, Interpretations and amendments effective for annual periods beginning on or after 1
January 2023

e MFRS 17, Insurance Contracts

¢ Amendments to MFRS 17, Insurance Contracts — Initial Application of MFRS 17 and MFRS 9 —
Comparative Information

¢ Amendments to MFRS 101, Presentation of Financial Statements — Classification of Liabilities
as Current or Non-current and Disclosures of Accounting Policies

¢ Amendments to MFRS 108, Accounting Policies, Changes in Accounting Estimates and Errors
— Definition of Accounting Estimates

e Amendments to MFRS 112, Income Tax - Deferred Tax related to Assets and Liabilities arising
from a Single Transaction

MFRSs, Interpretations and amendments effective for annual periods beginning on or after a
date yet to be confirmed

¢ Amendments to MFRS 10, Consolidated Financial Statements and MFRS 128, Investments in
Associates and Joint Ventures - Sale or Contribution of Assets between an Investor and its
Associate or Joint Venture.

The Group and the Company plans to apply the abovementioned accounting standards,
interpretations and amendments in the respective financial year when the above accounting
standards, interpretations and amendments become effective, if applicable.

The initial application of the accounting standards, amendments or interpretations are not expected
to have any material financial impacts to the current period and prior period financial statements of
the Group and the Company upon their first adoption.

Basis of measurement

The financial statements have been prepared on the historical cost basis other than as disclosed in
Note 3 to the financial statements.

Functional and presentation currency

These financial statements are presented in Ringgit Malaysia (“RM”), which is the Group’s and
Company’s functional currency.

Use of estimates and judgements

The preparation of the financial statements in conformity with MFRSs requires management to make
judgements, estimates and assumptions that affect the application of accounting policies and the
reported amounts of assets, liabilities, income and expenses. Actual results may differ from these
estimates.
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(cont’d)

2. Basis of preparation (Cont’d.)
d) Use of estimates and judgements (Cont'd.)

The preparation of the financial statements in conformity with MFRSs requires management to make
judgements, estimates and assumptions that affect the application of accounting policies and the
reported amounts of assets, liabilities, income and expenses. Actual results may differ from these
estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimates are revised and in any future periods
affected.

There are no significant areas of estimation uncertainty and critical judgements in applying
accounting policies that have significant effect on the amounts recognised in the financial statements
other than the following items:

i)  Depreciation of property, plant and equipment

Property, plant and equipment are depreciated in a straight-line basis over their estimated
useful life. Management estimated the useful life of these assets to be within 5 to 50 years.
Changes in the expected level of usage and technological developments could impact the
economic useful life and the residual values of these assets, therefore future depreciation
charges could be revised.

i) Depreciation of right-of-use assets

Right-of-use assets are depreciated on a straight-line basis over their useful life or the end of
the lease term. Changes in the expected level of usage and technological developments could
impact the economic useful life and the residual values of these assets, therefore future
depreciation charges could be revised.

i) Impairment of investment in subsidiary companies

The Company reviews the investments in subsidiary companies for impairment when there is
an indication of impairment and assess the impairment of receivables on the amounts due from
subsidiary companies when the receivables are long outstanding.

The recoverable amounts of the investments in subsidiary companies and amounts due from
subsidiary companies are assessed by reference to the value in use of the respective
subsidiary companies.

The value in use is the net present value of the projected future cash flows derived from the
business operations of the respective subsidiary companies discounted at an appropriate
discount rate. For such discounted cash flow method, it involves the use of estimated future
results and a set assumption of reflect their income and cash flows. Judgement had also been
used to determine the discount rate for the cash flows and the future growth of the businesses
of the subsidiary companies.

iv)  Allowance for inventories
Reviews are made periodically by management on damaged, obsolete and slow-moving

inventories. These reviews are required judgement and estimates. Possible changes in these
estimates could result in revisions to the valuation of inventories.
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(cont’d)

2. Basis of preparation (Cont’d.)

d)

Use of estimates and judgements (Cont'd.)

v)

Vi)

vii)

Measurement of Expected Credit Loss (“ECL”) allowance for financial assets

The loss allowances for financial assets are based on assumptions about risk of default and
expected loss rates. The Group and the Company use judgement in making these assumptions
and selecting the inputs to the impairment calculation, based on the Group’s and the Company’s
past history, existing market conditions as well as forward looking estimates at the end of
reporting period.

Deferred tax assets

Deferred tax assets are recognised for all unabsorbed tax losses, unabsorbed capital
allowances and unutilised reinvestment allowance to the extent that it is probable that taxable
profit will be available against which the unabsorbed tax losses, unabsorbed capital allowances
and unutilised reinvestment allowance 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.

Income tax expense

There are certain transactions and computations for which the ultimate tax determination may
be different from the initial estimates. The Group and the Company recognises tax liabilities
based on its understanding of the prevailing tax laws and estimates of whether such taxes will
be due in the ordinary course of business. Where the final outcome of these matters is different
from the amounts that were initially recognised, such difference will impact the income tax and
deferred tax provisions in the period in which such determination is made.

Financial position of the Group and the Company

1.

For the financial year ended 30 June 2022, the Group and the Company incurred net losses of
RM13,735,839 and RM2,539,923 respectively. As of that date, the Group reported
shareholders’ deficit of RM79,138,999, and the Group’s and the Company’s current liabilities
exceeded the current assets by RM131,715,096 and RM2,175,872 respectively.

On 18 November 2021, the Company announced that it is an affected listed issuer under
Practice Note (PN) 17 of the Main Market Listing Requirements of Bursa Malaysia Securities
Berhad (“MMLR”) (“Bursa Securities”). The Company had triggered the Prescribed Criteria
pursuant to paragraph 8.04 of the MMLR and paragraph 2.1(b) of PN17 and shall submit a
regularisation plan to Securities Commission Malaysia to regularise its financial condition within
12 months from 18 November 2021.

We also draw attention to Note 34¢(iii) & (iv) to the financial statements, the Court had on 23
September 2022 granted an Order under Section 366 and Section 368 of the Companies Act,
2016 to the Company and its wholly-owned subsidiaries. The Order was applied by the
Company to formulate and finalise a proposed scheme of arrangement between the Company,
its subsidiaries and its Scheme Creditors within 180 days from the date of the Order.

The above events and conditions indicate that a material uncertainty exists that may cast significant
doubt on the Group’s and the Company’s ability to continue as a going concern and therefore, the
Group and the Company may be unable to realise their assets and discharge their liabilities in the
normal course of business.
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(cont’d)

2. Basis of preparation (Cont’d.)

e) Financial position of the Group and the Company (Cont'd.)

Nevertheless, the financial statements of the Group and of the Company have been prepared on a
going concern basis, the validity of which is dependent on the following: -

a.

the Company is currently in the process of formulating a Proposed Regularisation Plan which
entails a scheme of arrangement to address the financial condition of the Group and of the
Company and believes that the Proposed Regularisation Plan once formulated and implemented
after obtaining the approval from relevant authorities and the Scheme Creditors, will enable the
Group and the Company to generate sufficient cash flows to meet their obligations and continue
sustainable and viable operations; and

continuous financial support provided by substantial shareholders to the Group and the Company
to meet their obligations.

3. Significant accounting policies

The accounting policies set out below have been applied consistently to the periods presented in these
financial statements and have been applied consistently by Group entities, unless otherwise stated.

a) Basis of consolidation

i)

Subsidiaries

Subsidiaries are entities, including structured entities, controlled by the Company. The financial
statements of subsidiaries are included in the consolidated financial statements from the date
that control commences until the date that control ceases.

The Group controls an entity when it is exposed, or has rights, to variable returns from its
involvement with the entity and has the ability to affect those returns though its power over the
entity. Potential voting rights are considered when assessing control only when such rights are
substantive. The Group also considers it has de facto power over as investee when, despite not
having the majority of voting rights, it has the current ability to direct the activities of these
investee that significantly affect the investee’s return.

Investments in subsidiaries are measured in the Company’s statement of financial position at
cost less any impairment losses, unless the investment is classified as held for sale or
distribution. The cost of investment includes transaction costs.

Business combinations

Business combinations are accounted for using the acquisition method from the acquisition
date, which is the date on which control is transferred to the Group.

For new acquisitions the Group measures the cost of goodwill at the acquisition date as:
. the fair value of the consideration transferred; plus

e the recognised amount of any non-controlling interests in the acquiree; plus
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(cont’d)

3. Significant accounting policies (Cont’d.)

a)

b)

Basis of consolidation (Cont'd.)

i)

ii)

Business combinations (Cont'd.)

For new acquisitions the Group measures the cost of goodwill at the acquisition date as:
(Cont'd.)

o if the business combination is achieved in stages, the fair value of the existing equity
interest in the acquiree; less

e the net recognised amount (generally fair value) of the identifiable assets acquired and
liabilities assumed.

When the excess is negative, a bargain purchase gain is recognised immediately in profit or
loss.

For each business combination, the Group elects whether it measures the non-controlling
interests in the acquiree either at fair value or at the proportionate share of the acquiree’s
identifiable net assets at the acquisition date.

Transaction costs, other than those associated with the issue of debt or equity securities, that
the Group incurs in connection with a business combination are expensed as incurred.

Transactions eliminated on consolidation

Intra-group balances and transactions, and any unrealised income and expenses arising from
intra-group transactions, are eliminated in preparing the consolidated financial statements.

Unrealised gains arising from transactions with equity-accounted associates and joint ventures
are eliminated against the investment to the extent of the Group’s interest in the investees.
Unrealised losses are eliminated in the same way as unrealised gains, but only to the extent
that there is no evidence of impairment.

Foreign currency

Foreign currency transactions

Transactions in foreign currencies are translated to the respective functional currencies of Group
entities at exchange rates at the dates of the transactions.

Monetary assets and liabilities denominated in foreign currencies at the end of the reporting period
are retranslated to the functional currency at the exchange rate at that date.

Non-monetary assets and liabilities denominated in foreign currencies are not retranslated at the end
of the reporting date, except for those that are measured at fair value which are retranslated to the
functional currency at the exchange rate at the date that the fair value was determined.
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(cont’d)

3. Significant accounting policies (Cont’d.)

b) Foreign currency (Cont’d.)

Foreign currency transactions (Cont'd.)

Foreign currency differences arising on retranslation are recognised in profit or loss, except for
differences arising on the retranslation of equity instruments where they are measured at fair value
through other comprehensive income or a financial instrument designated as a cash flow hedge,
which are recognised in other comprehensive income.

In the consolidated financial statements, when settlement of a monetary item receivable from or
payable to a foreign operation is neither planned nor likely to occur in the foreseeable future, foreign
exchange gains and losses arising from such a monetary item are considered to form part of a net
investment in a foreign operation and are recognised in other comprehensive income, and are
presented in the foreign currency translation reserve (“FCTR”) in equity.

¢) Financial instruments

i)

Recognition and initial measurement

A financial asset or a financial liability is recognised in the statement of financial position when,
and only when, the Group or the Company becomes a party to the contractual provisions of the
instrument.

A financial asset (unless it is trade receivables without significant financing component) or a
financial liability is initially measured at fair value plus or minus, for an item not at fair value
through profit or loss, transaction costs that are directly attributable to its acquisition or issuance.
A trade receivable without a significant financing component is initially measured at the
transaction price.

An embedded derivative is recognised separately from the host contract where the host contract
is not a financial asset, and accounted for separately if, and only if, the derivative is not closely
related to the economic characteristics and risks of the host contract and the host contract is
not measured at fair value through profit or loss. The host contract, in the event an embedded
derivative is recognised separately, is accounted for in accordance with policy appliable to the
nature of the host contract.

Financial instrument categories and subsequent measurement

Financial assets

Categories of financial assets are determined on initial recognition and are not reclassified
subsequent to their initial recognition unless the Group or the Company changes its business

model for managing financial assets in which case all affected financial assets are reclassified
on the first day of the first reporting period following the change of the business model.
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3. Significant accounting policies (Cont’d.)

c) Financial instruments (Cont'd.)

i)  Financial instrument categories and subsequent measurement (Cont'd.)

Financial assets (Cont'd.)

a)

b)

Amortised cost

Amortised cost category comprises financial assets that are held within a business model
whose objective is to hold assets to collect contractual cash flows and its contractual terms
give rise on specified dates to cash flows that are solely payments of principal and interest
on the principal amount outstanding. The financial assets are not designated as fair value
through profit or loss. Subsequent to initial recognition, these financial assets are measured
at amortised cost using the effective interest method. The amortised cost is reduced by
impairment losses. Interest income, a foreign exchange gains and losses and impairment
are recognised in profit or loss. Any gain or loss on derecognition is recognised in profit or
loss.

Interest income is recognised by applying effective interest rate to the gross carrying
amount except for credit impaired financial assets (see Note 3(i)(i)) where the effective
interest rate is applied to the amortised cost.

Fair value through other comprehensive income
i) Debtinvestments

Fair value through other comprehensive income category comprises debt investment
where it is held within a business model whose objective is achieved by both collecting
contractual cash flows and selling the debt investment, and its contractual terms give
rise on specified dates to cash flows that are solely payments of principal and interest
on the principal amount outstanding. The debt investment is not designated as at fair
value through profit or loss. Interest income calculated using the effective interest
method, foreign exchange gains and losses and impairment are recognised in profit
or loss. Other net gains and losses are recognised in other comprehensive income.
On derecognition, gains and losses accumulated in other comprehensive income are
reclassified to profit or loss.

Interest income is recognised by applying effective interest rate to the gross carrying
amount except for credit impaired financial assets (see Note 3(i)(i)) where the effective
interest rate is applied to the amortised cost.

i)  Equity investments

This category comprises investment in equity that is not held for trading, and the Group
and the Company irrevocably elect to present subsequent changes in the investment’s
fair value in other comprehensive income. This election is made on an investment-by-
investment basis. Dividends are recognised as income in profit or loss under the
dividend clearly represents a recovery of part of the cost of investment. Other net gains
and losses are recognised in other comprehensive income. On derecognition, gains
and losses accumulated in other comprehensive income are not reclassified to profit
or loss.
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3. Significant accounting policies (Cont’d.)
c¢) Financial instruments (Cont'd.)
ii)  Financial instrument categories and subsequent measurement (Cont'd.)
Financial assets (Cont’d.)
c) Fair value through profit or loss

All financial assets not measured at amortised cost or fair value through other
comprehensive income as described above are measured at fair value through profit or
loss. This include derivative financial assets (except for a derivative that is a designated
and effective hedging instrument). On initial recognition, the Group or the Company may
irrevocably designate a financial asset that otherwise meets the requirements to be
measured at amortised cost or at fair value through other comprehensive income as at fair
value through profit or loss if doing so eliminates or significantly reduces an accounting
mismatch that would otherwise arise.

Financial assets categorised as fair value through profit or loss are subsequently measured
at their fair value. Net gains or losses, including any interest or dividend income, are
recognised in the profit or loss.

All financial assets, except for those measured at fair value through profit or loss and equity
investments measured at fair value through comprehensive income, are subject to impairment
assessment (see Note 3(i)(i)).

Financial liabilities
The categories of financial liabilities at initial recognition are as follows:
a) Fair value through profit or loss

Fair value through profit or loss category comprises financial liabilities that are derivatives
(except for a derivative that is a financial guarantee contract or a designated and effective
hedging instrument), contingent consideration in a business combination and financial
liabilities that are specifically designated into this category upon initial recognition.

On initial recognition, the Group or the Company may irrevocably designate a financial
liability that otherwise meets the requirements to be measured at amortised cost as at fair
value through profit or loss:

i) if doing so eliminates or significantly reduces an accounting mismatch that would
otherwise arise;

ii) a group of financial liabilities or assets and financial liabilities is managed and its
performance is evaluated on a fair value basis, in accordance with a documented risk
management or investment strategy, and information about the group is provided
internally on that basis to the Group’s key management personnel; or
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3. Significant accounting policies (Cont’d.)

c) Financial instruments (Cont'd.)

i)

ii)

Financial instrument categories and subsequent measurement (Cont'd.)

Financial liabilities (Cont'd.)

The categories of financial liabilities at initial recognition are as follows: (Cont'd.)

a)

b)

Fair value through profit or loss (Cont’d.)

On initial recognition, the Group or the Company may irrevocably designate a financial
liability that otherwise meets the requirements to be measured at amortised cost as at fair
value through profit or loss: (Cont'd.)

i) if a contract contains one or more embedded derivatives and the host is not a financial
asset in the scope of MFRS 9, where the embedded derivative significantly modifies
the cash flows and separation is not prohibited.

Financial liabilities categorised as fair value through profit or loss are subsequently
measured at their fair value with gains or losses, including any interest expense are
recognised in the profit or loss.

For financial liabilities where it is designated as fair value through profit or loss upon initial
recognition, the Group and the Company recognised the amount of change in fair value of
the financial liability that is attributable to change in credit risk in the other comprehensive
income and remaining amount of the change in fair value in the profit or loss, unless the
treatment of the effects of changes in the liability’s credit risk would create or enlarge an
accounting mismatch.

Amortised cost

Other financial liabilities not categorised as fair value through profit or loss are subsequently
measured at amortised cost using the effective interest method.

Interest expense and foreign exchange gains and losses are recognised in the profit or
loss. Any gains or losses on derecognition are also recognised in the profit or loss.

Regular way purchase or sale of financial assets

A regular way purchase or sale of financial assets is recognised and derecognised, as
applicable, using trade date accounting in the current year.

Trade date accounting refers to:

a)

b)

the recognition of an asset to be received and the liability to pay for it on the trade date;
and;

derecognition of an asset that is sold, recognition of any gain or loss on disposal and the
recognition of a receivable from the buyer for payment on the trade date.
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(cont’d)

3. Significant accounting policies (Cont’d.)

¢) Financial instruments (Cont'd.)

iv)

Vi)

Financial guarantee contracts

A financial guarantee contract is a contract that requires the issuer to make specified payments
to reimburse the holder for a loss it incurs because a specified debtor fails to make payment
when due in accordance with the original or modified terms of a debt instrument.

Financial guarantees issued are initially measured at fair value. Subsequently, they are
measured at higher of:

a) The amount of the loss allowance; and

b) The amount initially recognised loss, when appropriate, the cumulative amount of income
recognised in accordance to the principles of MFRS 15, Revenue from Contracts with
Customers.

Liabilities arising from financial guarantees are presented together with other provisions.
Derecognition

A financial asset or part of it is derecognised when, and only when, the contractual rights to the
cash flows from the financial asset expire or transferred, or control of the asset is not retained
or substantially all the risks and rewards of ownership of the financial asset are transferred to
another party. On derecognition of a financial asset, the difference between the carrying amount
of the financial asset and the sum of the consideration received (including any new asset
obtained less any new liability assumed) is recognised in profit or loss.

A financial liability or a part of it is derecognised when, and only when, the obligation specified
in the contract is discharged, cancelled or expires. A financial liability is also derecognised when
its terms are modified and the cash flows of the modified liability are substantially different. In
which case, a new financial liability based on modified terms is recognised at fair value. On
derecognition of a financial liability, the difference between the carrying amount of the financial
liability extinguished or transferred to another party and the consideration paid, including any
non-cash assets transferred or liabilities assumed, is recognised in profit or loss.

Offsetting

Financial assets and financial liabilities are offset and the net amount presented in the statement
of financial position when, and only when, the Group or the Company currently has a legally
enforceable right to set off the amounts and it intends either to settle them on a net basis or to
realise the asset and liability simultaneously.
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3. Significant accounting policies (Cont’d.)

d) Property, plant and equipment

i)

Recognition and measurement

Iltems of property, plant and equipment except for freehold land are measured at cost or
valuation less any accumulated depreciation and any accumulated impairment losses. Freehold
land with indefinite useful life is not depreciated.

The Group revalues its freehold land and building every 5 years and at shorter intervals
whenever the fair value of the revalued assets is expected to differ materially from their carrying
value.

Valuation of the properties involves a degree of judgement before arriving at the respective
property’s revalued amount. At such, the revalued amount of the properties may be different
from its actual market price.

Surpluses arising from revaluation are dealt with in the revaluation reserve account. Any deficit
arising is offset against the revaluation reserve to the extent of a previous increase for the same
property. In all other cases, a decrease in carrying amount is charged to the profit or loss. When
revalued assets are sold, the amounts included in the revaluation surplus reserve are
transferred to retained earnings.

Cost includes expenditures that are directly attributable to the acquisition of the asset and any
other costs directly attributable to bringing the asset to working condition for its intended use,
and the costs of dismantling and removing the items and restoring the site on which they are
located. The cost of self-constructed assets also includes the cost of materials and direct labour.
For qualifying assets, borrowing costs are capitalised in accordance with the accounting policy
on borrowing costs. Cost also may include transfers from equity of any gain or loss on qualifying
cash flow hedges of foreign currency purchases of property, plant and equipment.

The cost of property, plant and equipment recognised as a result of a business combination is
based on fair value at acquisition date. The fair value of property is the estimated amount for
which a property could be exchanged between knowledgeable willing parties in an arm’s length
transaction after proper marketing wherein the parties had each acted knowledgeably, prudently
and without compulsion. The fair value of other items of property, plant and equipment is based
on the quoted market prices for similar items when available and replacement cost when
appropriate.

When significant parts of an item of property, plant and equipment have different useful lives,
they are accounted for as separate item (major components) of property, plant and equipment.

The gain or loss on disposal of an item of property, plant and equipment is determined by
comparing the proceeds from disposal with the carrying amount of property, plant and
equipment and is recognised net within “other income” and “other expenses” respectively in
profit or loss.
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(cont’d)

3. Significant accounting policies (Cont’d.)

d) Property, plant and equipment (Cont'd)

i)

ii)

Subsequent costs

The cost of replacing a component of an item of property, plant and equipment is recognised in
the carrying amount of the item if it is probable that the future economic benefits embodied
within the component will flow to the Group or the Company, and its cost can be measured
reliably. The carrying amount of the replaced component is derecognised to profit or loss. The
costs of the day-to-day servicing of property, plant and equipment are recognised in profit or
loss as incurred.

Depreciation

Depreciation is based on the cost of an asset less its residual value. Significant components of
individual assets are assessed, and if a component has a useful life that is different from the
remainder of that asset, then that component is depreciated separately.

Depreciation is recognised in profit or loss on a straight-line basis over the estimated useful lives
of each component of an item of property, plant and equipment from the date that they available
for use. Freehold land is not depreciated. Property, plant and equipment under construction are
not depreciated until the assets are ready for their intended use.

The estimated useful lives of of the property, plant and equipment are as follows:

Buildings 50 years
Electrical equipment 10 years
Furniture, fittings and equipment 10 years
Motor vehicles 5 years
Plant and machinery 5-20 years

Depreciation methods, useful lives and residual values are reviewed at the end of the reporting
period, and adjusted as appropriate.

e) Leases

i)

Definition of a lease

A contract is, or contains, a lease if the contract conveys a right to control the use of an identified
asset for a period of time in exchange for consideration. To assess whether a contract conveys
the right to control the use of an identified asset, the Group assesses whether:

o the contract involves the use of an identified asset — this may be specified explicitly or
implicitly, and should be physically distinct or represent substantially all of the capacity of
a physically distinct asset. If the supplier has a substantive substitution right, then the asset
is not identified,;

e the customer has the right to obtain substantially all of the economic benefits from use of
the asset throughout the period of use; and
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3. Significant accounting policies (Cont’d.)

e) Leases (Cont'd.)

i)

Definition of a lease (Cont'd.)

A contract is, or contains, a lease if the contract conveys a right to control the use of an identified
asset for a period of time in exchange for consideration. To assess whether a contract conveys
the right to control the use of an identified asset, the Group assesses whether: (Cont'd.)

the customer has the right to direct the use of the asset. The customer for this right when
it has the decision-making rights that are most relevant to changing how and for what
purpose the asset is used. In rare cases where the decision about how and for what
purpose the asset is used is predetermined, the customer has the right to direct the use of
the asset if either the customer has the right to operate the asset, or the customer designed
the asset in a way that predetermines how and for what purpose it will be used.

At inception or a reassessment of a contract that contains a lease component, the Group
allocates the consideration in the contract to each lease and non-lease component on the basis
of their relative stand-alone prices. However, for lease of properties in which the Group is a
lessee, it has elected not to separate non-lease components and will instead account for the
lease and non-lease components as a single lease component.

Recognition and initial measurement

a)

As a lessee

The Group recognises a right-of-use asset and a lease liability at the lease commencement
date. The right-of-use asset is initially measured at cost, which comprises the initial amount
of the lease liability adjusted for any lease payments made at or before the commencement
date, plus any initial direct costs incurred and an estimate of costs to dismantle and remove
the underlying asset or to restore the underlying asset or the site on which it is located, less
any lease incentives received.

not paid at the commencement date, discounted using the interest rate implicit in the lease
or, if that rate cannot be readily determined, the respective Group’s entities incremental
borrowing rate. Generally, the Group entities uses their incremental borrowing rate as the
discount rate.

Lease payments included in the measurement of the lease liability comprise the following:

o fixed payments, including in-substance fixed payments less any incentives receivable;

e variable lease payments that depend on an index or a rate, initially measured using the
index or rate as the commencement date;

e amounts expected to be payable under a residual value guarantee;

e the exercise price under a purchase option that the Group is reasonably certain to
exercise; and

e penalties for early termination of a lease unless the Group is reasonably certain not to
terminate early.
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(cont’d)

3. Significant accounting policies (Cont’d.)

e) Leases (Contd.)

ii) Recognition and initial measurement (Cont’d.)

a)

As a lessee (Cont'd.)

The Group excludes variable lease payments that linked to future performance or usage of
the underlying asset from the lease liability. Instead, these payments are recognised in
profit or loss in the period in which the performance or use occurs.

The Group has elected not to recognise right-of-use assets and lease liabilities for short-
term leases that have a lease term of 12 months or less and leases of low-value assets.
The Group recognises the lease payments associated with leases as an expense on a
straight-line basis over the lease term.

As a lessor

When the Group acts as a lessor, it determines at lease inception whether each lease is a
finance lease or an operating lease.

To classify each lease, the Group makes an overall assessment of whether the lease
transfers substantially all of the risks and rewards incidental to ownership of the underlying
asset. If this is the case, then the lease is a finance lease, if not then it is an operating
lease.

If an arrangement contains lease and non-lease components, the Group applies MFRS 15
to allocate the consideration in the contract based on the stand-alone selling prices.

When the Group is an intermediate lessor, it accounts for its interests in the head lease
and the sublease separately. It assesses the lease classification of a sublease with
reference to the right-of-use asset arising from the head lease, not with reference to the
underlying asset. If a head lease is a short-term lease to which the Group applies the
exemption described above, then it classifies the sublease as an operating lease.

iii) Subsequent measurement

a)

As a lessee

The right-of-use asset is a subsequently depreciated using the straight-line method from
the commencement date to the earlier of the end of the useful life of the right-of-use asset
or the end of the lease term. The estimated useful lives of the right-of-use assets are
determined on the same basis as those of property, plant and equipment. In addition, the
right-of-use asset is periodically reduced by impairment losses, if any, and adjusted for
certain remeasurements of the lease liability.

The lease liability is measured at amortised cost using the effective interest method. It is
remeasured when there is a change in future lease payments arising from a change in an
index or rate, if there is a revision of in-substance fixed lease payments, or if there is a
change in the Group’s estimate of the amount expected to be payable under a residual
value guarantee, or if the Group changes its assessment of whether it will exercise a
purchase, extension or termination option.
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2022
(cont’d)

3. Significant accounting policies (Cont’d.)

e)

f)

)

h)

Leases (Cont'd.)
iii) Subsequent measurement (Cont'd.)
a) As alessee (Cont'd.)

When the lease liability is remeasured, a corresponding adjustment is made to the carrying
amount of the right-of-use asset, or is recorded in profit or loss if the carrying amount of the
right-of-use asset has been reduced to zero.

b) Asalessor

The Group recognises lease payments received under operating leases as income on a
straight-line basis over the lease term as part of “other income”.

Intangible assets

Intangible assets represent the trademarks at cost less any accumulated impairment losses.
Trademarks have an indefinite useful life as it is maintained through continuous marketing and
introduction of new products. Trademarks are tested annually for impairment. Where an indication of
impairment exists, the carrying amount of trademarks are assessed and written down immediately
to its recoverable amount.

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

The cost of inventories is calculated using the weighted average method, and includes expenditure
incurred in acquiring the inventories, production or conversion costs and other costs incurred in
bringing them to their existing location and condition. In the case of work-in-progress and finished
goods, cost includes an appropriate share of production overheads based on normal operating
capacity.

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

Cash and cash equivalents

Cash and cash equivalents consist of cash on hand, bank balances and deposits with banks and
highly liquid investments which have an insignificant risk of changes in fair value with original
maturities of three months or less, and are used by the Group and the Company in the management
of their short-term commitments. For the purpose of the statement of cash flows, cash and cash
equivalents are presented net of bank overdrafts and pledged deposits.
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2022
(cont’d)

3. Significant accounting policies (Cont’d.)
i) Impairment
i)  Financial assets

The Group and the Company recognise loss allowances for expected credit losses on financial
assets measured at amortised cost, debt investments measured at fair value through other
comprehensive income, contract assets and lease receivables. Expected credit losses are a
probability-weighted estimate of credit losses.

The Group and the Company measure loss allowances at an amount equal to lifetime expected
credit loss, except for debt securities that are determined to have low credit risk at the reporting
date, cash and bank balance and other debt securities for which credit risk has not increased
significantly since initial recognition, which are measured at 12-month expected credit loss. Loss
allowances for trade receivables, contract assets and lease receivables are always measured
at an amount equal to lifetime expected credit loss.

When determining whether the credit risk of a financial asset has increased significantly since
initial recognition and when estimating expected credit loss, the Group and the Company
consider reasonable and supportable information that is relevant and available without under
cost or effort. This includes both quantitative and qualitative information and analysis, based on
the Group’s historical experience and informed credit assessment and including forward-looking
information, where available.

Lifetime expected credit losses are the expected credit losses that result from all possible default
events over the expected life of the asset, while 12-month expected credit losses are the portion
of expected credit losses that result from default events that are possible within the 12 months
after the reporting date. The maximum period considered when estimating expected credit
losses is the maximum contractual period over which the Group and the Company are exposed
to credit risk.

The Group and the Company estimate the expected credit losses on trade receivables using a
provision matrix with reference to historical credit loss experience.

An impairment loss in respect of financial assets measured at amortised cost is recognised in
profit or loss and the carrying amount of the asset is reduced through the use of an allowance
account.

An impairment loss in respect of debt investments measured at fair value through other
comprehensive income is recognised in profit or loss and the allowance account is recognised
in other comprehensive income.

At each reporting date, the Group and the Company assess whether financial assets carried at
amortised cost and debt securities at fair value through other comprehensive income are credit-
impaired. A financial asset is credit impaired when one or more events that have a detrimental
impact on the estimated future cash flows of the financial asset have occurred.

The gross carrying amount of a financial asset is written off (either partially of full) to the extent
that there is no realistic prospect of recovery. This is generally the case when the Group or the
Company determines that the debtor does not have assets or sources of income that could
generate sufficient cash flows to repay the amounts subject to the write-off. However, financial
assets that are written off could still be subject to enforcement activities in order to comply with
the Group’s or the Company’s procedures for recovery amounts due.
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2022
(cont’d)

3. Significant accounting policies (Cont’d.)

i) Impairment (Cont'd.)

i

Other assets

The carrying amounts of other assets (except for inventories, contract assets, lease receivables,
deferred tax asset, assets arising from employee benefits, investment property measured at fair
value and non-current assets (or disposal groups) classified as held for sale) are reviewed at
the end of each reporting period to determine whether there is any indication of impairment. If
any such indication exists, then the asset’s recoverable amount is estimated. For goodwill and
intangible assets that have indefinite useful lives or that are not yet available for use, the
recoverable amount is estimated each period at the same time.

For the purpose of impairment testing, assets are grouped together into the smallest group of
assets that generate cash inflows from continuing use that are largely independent of the cash
inflows of other assets or cash-generating units. Subject to an operating segment ceiling test,
for the purpose of goodwill impairment testing, cash-generating units to which goodwill has been
allocated are aggregated so that the level at which impairment testing is performed reflects the
lowest level at which goodwill is monitored for internal reporting purposes. The goodwill acquired
in a business combination, for the purpose of impairment testing, is allocated to a cash-
generating unit or a group of cash-generating units that are expected to benefit from the
synergies of the combination.

The recoverable amount of an asset or cash generating unit is the greater of its value in use
and its fair value less cost of disposal. 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 or cash-generating
unit.

An impairment loss is recognised if the carrying amount of an asset or its related cash-
generating unit exceeds its estimated recoverable amount.

Impairment losses are recognised in profit or loss. Impairment losses recognised in respect of
cash-generating units are allocated first to reduce the carrying amount of any goodwill allocated
to the cash-generating unit (group of cash-generating units) and then to reduce the carrying
amounts of the other assets in the cash-generating unit (groups of cash-generating units) on a
pro-rata basis.

An impairment loss in respect of goodwill is not reversed. In respect of other assets, impairment
losses recognised in prior periods are assessed at the end of each reporting period for any
indications that the loss has decreased or no longer exists. An impairment loss is reversed if
there has been a change in the estimates used to determine the recoverable amount since the
last impairment loss was recognised. An impairment loss is reversed only to the extent that the
asset’s carrying amount does not exceed the carrying amount that would have been determined,
net of depreciation or amortization, if no impairment loss had been recognised. Reversals of
impairment losses are credited to profit or loss in the financial period in which the reversals are
recognised.



KHEE SAN BERHAD Registration No.: 199401018697 (304376-A)

NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2022
(cont’d)

3. Significant accounting policies (Cont’d.)
i) Equity instruments

Instruments classified as equity are measured at cost on initial recognition and are not remeasured
subsequently.

i) Issue expenses

Costs directly attributable to the issue of instruments classified as equity are recognised as a
deduction from equity.

i) Ordinary shares
Ordinary shares are classified as equity.
k) Employee benefits
i)  Short-term employee benefits

Short-term employee benefit obligations in respect of salaries, annual bonuses, paid annual
leave and sick leave are measured on an undiscounted basis and are expensed as the related
service is provided.

A liability is recognised for the amount expected to be paid under short-term cash bonus or
profit-sharing plans if the company has a present legal or constructive obligation to pay this
amount as a result of past service provided by the employee and the obligation can be estimated
reliably.

i) State plans

As required by law, companies in Malaysia make contributions to the state pension scheme, the
Employees Provident Fund (“EPF”). Such contributions are recognised as an expense in the
profit or loss as incurred.

iii) Share-based payment transactions

The grant date fair value of share-based payment granted to employees is recognised as an
employee expense, with a corresponding increase in equity, over the period that the employees
unconditionally become entitled to the awards. The amount recognised as an expense is
adjusted to reflect the number of awards for which the related service and non-market vesting
conditions are expected to be met, such that the amount ultimately recognised as an expense
is based on number of awards that meet the related service and non-market performance
conditions at the vesting date.

For share-based payment awards with non-vesting conditions, the grant date fair value of the
share-based payment is measured to reflect such conditions and there is no true-up for
differences between expected and actual outcomes.

The fair value of the employee share options is measured using a “Trinomial” pricing model.
Measurement inputs include share price on measurement date, exercise price of the instrument,
expected volatility (based on weighted average historic volatility adjusted for changes expected
due to publicly available information), weighted average expected life of the instruments (based
on historical experience and general option holder behaviour), expected dividends, and the risk-
free interest rate (based on government bonds). Service and non-market performance
conditions attached to the transactions are not taken into account in determining fair value.
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2022
(cont’d)

Significant accounting policies (Cont’d.)

k)

Employee benefits (Cont'd.)
iv) Termination benefits

Termination benefits are expensed at the earlier of when the Group can no longer withdraw the
offer of those benefits and when the Group recognises costs for a restructuring. If benefits are
not expected to be settled wholly within 12 months of the reporting period, then they are
discounted.

Provisions

A provision is recognised if, as a result of a past event, the Group has a present legal or constructive
obligation that can be estimated reliably, and it is probable that an outflow of economic benefits will
be required to settle the obligation. Provisions are determined by discounting the expected future
cash flows at a pre-tax rate that reflects current market assessments of the time value of money and
the risks specific to the liability. The unwinding of the discount is recognised as finance cost.

Revenue
Revenue from contract with customers

Revenue is measured based on the consideration specified in a contract with a customer in exchange
for transferring goods or services to a customer, excluding amounts collected on behalf of third
parties. The Group or the Company recognises revenue when (or as) it transfers control over a
product or service to customer. An asset is transferred when (or as) the customer obtains control of
the asset.

The Group or the Company transfers control of a good or service at a point in time unless one of the
following overtime criteria is met:

e the customer simultaneously receives and consumes the benefits provided as the Group or the
Company performs;

e the Group’s or the Company’s performance creates or enhances an asset that the customer
controls as the asset is created or enhanced; or

e the Group’s or the Company’s performance does not create an asset with an alternative use
and the Group or the Company has an enforceable right to payment for performance completed
to date.

Revenue is recognised at a point in time when the customer obtain control over the goods or service.
Good sold

Revenue from the sale of goods in the course of ordinary activities is measured at fair value of the
consideration received or receivable, net of returns and allowances, trade discounts and volume
rebates. Revenue is recognised when persuasive evidence exists, usually in the form of an executed
sale agreement, that the control of the goods have been transferred to the customer and recovery of
the consideration is probable. If it is probable that discounts will be granted and the amount can be
measured reliably, then the discount is recognised as a reduction of revenue as the sales are
recognised.
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2022
(cont’d)

3. Significant accounting policies (Cont’d.)
n) Borrowing costs

Borrowing costs that are not directly attributable to the acquisition, construction or production of a
qualifying asset are recognised in profit or loss using the effective interest method.

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

The capitalisation of borrowing costs as part of the cost of a qualifying asset commences when
expenditure for the asset is being incurred, borrowing costs are being incurred and activities that are
necessary to prepare the asset for its intended use or sale are in progress. Capitalisation of borrowing
costs is suspended or ceases when substantially all the activities necessary to prepare the qualifying
asset for its intended use or sale are interrupted or completed.

Investment income earned on the temporary investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the borrowing costs eligible for capitalisation.

0) Income tax

Income tax expense comprises current and deferred tax. Current tax and deferred tax are recognised
in profit or loss except to the extent that it relates to a business combination or items recognised
directly in equity or other comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year,
using tax rates enacted or substantively enacted by the end of the reporting period, and any
adjustment to tax payable in respect of previous financial years.

Deferred tax is recognised using the liability method, providing for temporary differences between
the carrying amounts of assets and liabilities in the statement of financial position and their tax bases.
Deferred tax is not recognised for the following temporary differences: the initial recognition of
goodwill, the initial recognition of assets or liabilities in a transaction that is not a business
combination and that affects neither accounting nor taxable profit or loss. Deferred tax is measured
at the tax rates that are expected to be applied to the temporary differences when they reverse,
based on the laws that have been enacted or substantively enacted by the end of the reporting
period.

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax
liabilities and assets, and they relate to income taxes levied by the same tax authority on the same
taxable entity, or on different tax entities, but they intend to settle current tax assets and liabilities on
a net basis or their tax assets and liabilities will be realised simultaneously.

A deferred tax asset is recognised to the extent that it is probable that future taxable profits will be
available against which the temporary difference can be utilised. Deferred tax assets are reviewed
at the end of each reporting period and are reduced to the extent that it is no longer probable that
the related tax benefit will be realised.

Unutilised reinvestment allowance and investment tax allowance, being tax incentives that is not a
tax base of an asset, is recognised as a deferred tax asset to the extent that it is probable that future
taxable profits will be available against which the unutilised tax incentive can be utilised.
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2022
(cont’d)

3. Significant accounting policies (Cont’d.)

p)

q)

Earnings per ordinary shares
The Group presents basic and diluted earnings per share data for its ordinary shares (“EPS”).

Basis EPS is calculated by dividing the profit or loss attributable to ordinary shareholders of the
Company by the weighted average number of ordinary shares outstanding during the period,
adjusted for own shares held.

Diluted EPS is determined by adjusting the profit or loss attributable to ordinary shareholders and
the weighted average number of ordinary shares outstanding, adjusted for own shares held, for the
effects of all dilutive potential ordinary shares, which comprise convertible notes and share options
granted to employees.

Operating segments

An operating segment is a component of the Group that engages in business activities from which it
may earn revenues and incur expenses, including revenues and expenses that relate to transactions
with any of the Group’s other components. Operating segments results are reviewed regularly by the
chief operating decision maker, which in this case is the Chief Executive Officer of the Group, to
make decisions about resources to be allocated to the segment and to assess its performance, and
for which discrete financial information is available.

Contingencies
i)  Contingent liabilities

Where it is not probable that an outflow of economic benefits will be required, or the amount
cannot be estimated reliably, the obligation is not recognised in the statements of financial
position and is disclosed as a contingent liability, unless the probability of outflow of economic
benefits is remote. Possible obligations, whose existence will only be confirmed by the
occurrence or non-occurrence of one or more future events, are also disclosed as contingent
liabilities unless the probability of outflow of economic benefits is remote.

i) Contingent assets

When an inflow of economic benefit of an asset is probable where it arises from past events and
where existence will be confirmed only by the occurrence or non-occurrence of one or more
uncertain future events not wholly within the control of the entity, the asset is not recognised in
the statements of financial position but is being disclosed as a contingent asset. When the inflow
of economic benefit is virtually certain, then the related asset is recognised.
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NOTES TO THE FINANCIAL STATEMENTS
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(cont’d)

3. Significant accounting policies (Cont’d.)
s) Fair value measurements

Fair value of an asset or a liability, except for share-based payment and lease transactions, is
determined as the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. The measurement
assumes that the transaction to sell the asset or transfer the liability takes place either in the principal
market or in the absence of a principal market, in the most advantageous market.

For non-financial asset, the fair value measurement takes into account a market participant’s ability
to generate economic benefits by using the asset in its highest and best use or by selling it to another
market participant that would use the asset in its highest and best use.

When measuring the fair value of an asset or a liability, the Group uses observable market data as
far as possible. Fair value is categorised into different levels in a fair value hierarchy based on the
input used in the valuation technique as follows:

Level 1 : quoted prices (unadjusted) in active markets for identical assets or liabilities that the
Group can access at the measurement date.

Level 2 : inputs other than quoted prices included within Level 1 that are observable for the asset
or liability, either directly or indirectly.

Level 3 : unobservable inputs for the asset or liability.

The Group recognises transfers between levels of the fair value hierarchy as of the date of the event
or change in circumstances that caused the transfers.
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KHEE SAN BERHAD Registration No.: 199401018697 (304376-A)

NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2022
(cont’d)
4. Property, plant and equipment (Cont’d.)
Furniture,
fittings and
Company equipment
RM
Cost
At 1.7.2021 -
Additions 19,727
At 30.6.2022 19,727
Accumulated depreciation
At 1.7.2021 -
Charge for the year 742
At 30.6.2022 742
Carrying amount
At 30.6.2022 18,985

The freehold land and building of the Group at carrying amount of RM45,583,288 (2021 -
RM45,868,012) are stated at directors’ valuation based on professional valuations made by an
independent professional qualified valuer on the open market value basis conducted in year 2020.

Had the freehold land and buildings been carried at historical cost less accumulated depreciation,
the carrying amounts of the revalued assets that would have been included in the financial
statements at the end of the financial year as follows:

Group
2022 2021
RM RM
Freehold land 3,795,500 3,795,500
Buildings 7,826,901 8,111,625
11,622,401 11,907,125

The freehold land and buildings at carrying amount of RM32,810,000 and RM12,773,288 (2021 -
RM32,810,000 and RM13,058,012) respectively are used as securities for an advance received from
other payable to the Group as disclosed in Note 20(a) to the financial statements.



KHEE SAN BERHAD Registration No.: 199401018697 (304376-A)

NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2022
(cont’d)

4. Property, plant and equipment (Cont’d.)

ii)

Details of the Group’s freehold land and buildings and information about the fair value hierarchy are
as follows:

Group
Level 2
RM
2022
Freehold land 32,810,000
Buildings 12,773,288
45,583,288
2021
Freehold land 32,810,000
Buildings 13,058,012
45,868,012

The fair values of the freehold land and buildings of the Group are categorised as Level 2. The
properties are valued by an independent firm of professional valuers based on the “market value”
which is defined as the estimated amount for which a property should exchange on the date of
valuation between a willing buyer and a willing seller in an arm length transaction after proper
marketing wherein the parties have each acted knowledgeably, prudently and without compulsion.

Level 2 fair value

Level 2 fair value freehold land and buildings have been generally derived using the open market
value approach. Sales price of comparable properties in close proximity are adjusted for differences
in key attributes such as property size. The most significant input into this valuation approach is
comparing the subject property with comparable properties which have been sold or are being
offered for sale and making adjustment for factors which affect value such as location, floor level and
siting, floor area, finishes, building services, management and maintenance, age and state of repair,
market conditions and other relevant factors.

The Group does not have non-financial assets measured at Level 1 and Level 3 hierarchy.
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30 JUNE 2022
(cont’d)

Right-of-use assets

Motor Plant and

Group Buildings vehicles machinery Total

RM RM RM RM
Cost
At 1.7.2020 - 1,688,742 7,823,408 9,512,150
Additions 100,726 - - 100,726
At 30.6.2021 100,726 1,688,742 7,823,408 9,612,876
Disposal - (1,165,696) - (1,165,696)
At 30.6.2022 100,726 523,046 7,823,408 8,447,180
Accumulated depreciation
At 1.7.2020 - 635,607 1,242,608 1,878,215
Charge for the year 20,984 644,742 282,270 947,996
At 30.6.2021 20,984 1,280,349 1,524,878 2,826,211
Charge for the year 50,364 257,644 219,082 527,090
Disposal - (1,014,947) - (1,014,947)
At 30.6.2022 71,348 523,046 1,743,960 2,338,354
Accumulated impairment loss
At 1.7.2020 - - - -
Impairment loss - - 5,324,262 5,324,262
At 30.6.2021/30.6.2022 - - 5,324,262 5,324,262
Carrying amount
At 1.7.2020 - 1,053,135 6,580,800 7,633,935
At 30.6.2021 79,742 408,393 974,268 1,462,403
At 30.6.2022 29,378 - 755,186 784,564

The Group leases a number of plant and machinery, motor vehicles and a hostel for its foreign workers
with lease term of 1 to 4 years. Fixed lease payments are made on a monthly basis.

Significant judgements and assumptions in relation to leases:

(i) The Group assesses a lease commencement by applying significant judgement whether it is
reasonably certain to exercise the extension options. The Group considers all facts and
circumstances including their past practice and any cost that will be incurred to change the asset if
an option to extend is not taken, to help them determine the lease term.

(i) The Group also applied judgement and assumptions in determining the incremental borrowing rate
of the respective leases. The Group first determines the closest available borrowing rates before
using significant judgement to determine the adjustments required to reflect the term, security, value

or economic environment of the respective leases.
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Intangible assets

Group
Cost

At 1.7.2020/30.6.2021/30.6.2022

Impairment loss

At 1.7.2020
Impairment loss

At 30.6.2021/30.6.2022

Carrying amount

At 1.7.2020
At 30.6.2021/30.6.2022

Investment in subsidiaries

Unquoted shares, at cost
Less: Impairment loss

NOTES TO THE FINANCIAL STATEMENTS

30 JUNE 2022
(cont’d)

Trademarks
RM

1,600,000

1,000,000
600,000

1,600,000

600,000

Company
2022 2021
RM RM

35,567,739 35,567,739
(32,064,633) (31,206,313)

3,503,106 4,361,426

Impairment loss amounted to RM858,320 (2021 - RM NIL) was recognised as at reporting date.

The details of the subsidiaries are as follows:

Name of entity

Khee San Food
Industries Sdn. Bhd. *

Khee San Marketing
Sdn. Bhd.

Principal place
of business/

Country of
incorporation Principal activities
Malaysia Manufacturer of candy
confectionery and
wafer products
Malaysia Distribution of candy,

confectionery and
wafer products

Effective ownership

interest
2022 2021
% %
100 100
100 100
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30 JUNE 2022
(cont’d)

7. Investment in subsidiaries (Cont’d.)
The details of the subsidiaries are as follows: (Cont'd.)

Principal place
of business/

Country of Effective ownership
Name of entity incorporation Principal activities interest
2022 2021
% %
Mega Global Malaysia Dormant 100 100
Confectionary Sdn.
Bhd.**

*  The auditors’ report of the subsidiary company contains qualified opinion on material uncertainty
related to going concern.

** The auditors’ report of the subsidiary company contains an emphasis of material uncertainty related
to going concern.

8. Amount due from/(to) subsidiaries

Company
2022 2021

Note RM RM
Non-Current
Amount due from a subsidiary company (a) 68,696,993 69,228,814
Less: Impairment losses 29(c)(i) (68,696,993) (69,228,814)
Current
Amount due from a subsidiary company (b) 55,922 -
Amount due to subsidiaries (b) (700,100) -

a) The amount due from subsidiaries represent unsecured interest-free advances with no fixed term of
repayment.

b) The amount due from/(to) subsidiaries are non-trade in nature, interest-free and repayable on demand
by cash and cash equivalents.
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KHEE SAN BERHAD Registration No.: 199401018697 (304376-A)

NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2022

(cont’d)
Inventories
Group
2022 2021
RM RM
At cost
Raw materials 3,034,540 4,268,669
Work-in-progress 923,790 298,321
Finished goods 1,554,797 1,958,849
5,513,127 6,525,839
Recognised in profit or loss:
Inventories recognised as costs of sales 31,972,633 33,508,065
Inventories written off 225,125 175,765
Trade receivables
Group
2022 2021
Note RM RM
Trade receivables 32,257,768 32,069,400
Less: Impairment losses 29(c)(i) (29,267,385) (28,989,018)
2,990,383 3,080,382

Impairment loss amounted to RM278,367 (2021 - RM1,607,065) was recognised as at reporting date.

The normal credit terms of trade receivables range from immediate payment to 60 days (2021 —immediate
payment to 90 days). Other terms are assessed and approved on a case-by-case basis.

The foreign currency exposure of trade receivables of the Group is as follows:

Group
2022 2021
RM RM
Euro - 49
Japanese Yen 383,631 -
Singapore Dollar 70,599 -
US Dollar 450,321 506,989
Other receivables, deposits and prepayments
Group Company
2022 2021 2022 2021
RM RM RM RM
Other receivables 16,578 - - -
Deposits 2,035,189 1,052,910 - 143,100
Prepayments 71,167 150,558 2,941 -

2,122,934 1,203,468 2,941 143,100
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30 JUNE 2022
(cont’d)

12. Cash and cash equivalents

13.

Note

Cash and bank
balances

Cash and cash
equivalents in
the statement of
financial position

Bank overdraft 15

Cash and cash
equivalents in
the statement of
cash flows

Capital and reserves

Share capital

Issued and fully paid shares
with no par value classified
as equity instruments:

Ordinary shares

At beginning of the year

Issuance of shares

At end of the financial year

Ordinary shares

Group Company

2022 2021 2022 2021

RM RM RM RM
2,098,188 2,387,959 196,996 64,600
(9,605,466) (8,503,879) - -
(7,507,278) (6,115,920) 196,996 64,600

Group and Company

2022 2021 2022 2021

Number of ordinary shares RM RM
114,400,000 114,400,000 109,789,517 109,789,517
22,880,000 - 2,402,400 -
137,280,000 114,400,000 112,191,917 109,789,517

During the financial year, the number of issued and paid-up share capital of the Company was increased
from 114,400,000 ordinary shares to 137,280,000 ordinary shares by way of issuance of 22,880,000 new
ordinary shares for cash pursuant to a private placement at exercised price of RM0.1050 per ordinary

share.

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.

Merger reserves

The merger reserve is related to the subsidiaries which were consolidated under the merger method of
accounting. The merger reserve arose from the difference between the carrying value of the investment
and the nominal value of the shares of the subsidiaries upon consolidation using merger accounting

principles.
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KHEE SAN BERHAD Registration No.: 199401018697 (304376-A)

NOTES TO THE FINANCIAL STATEMENTS

30 JUNE 2022
(cont’d)

Capital and reserves (Cont’d.)

Revaluation reserves

The revaluation reserves of the Group represent surplus on revaluation of freehold land and buildings of

the subsidiary companies.

Loans and borrowings

Group
2022 2021
Note RM RM

Non-current
Unsecured
Term loan 16 - 304,903
Current
Secured
Bankers’ acceptances 15 65,850,603 65,850,603
Bank overdraft 15 9,605,466 8,503,879
Unsecured
Term loan 16 293,985 306,539

75,750,054 74,661,021

75,750,054 74,965,924
Effective interest rates per annum on the borrowings of the Group is as follows:

Group
2022 2021

% %
Bankers’ acceptances 2.65-10.42 2.65-10.42
Bank overdraft 1.80 - 9.07 1.25
Term loan 6.00 6.00

Bankers’ acceptance and bank overdraft
Group

Secured

The bankers’ acceptances and bank overdraft are secured by corporate guarantee given by the Company

and negative pledge over the unencumbered assets of the Group.
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30 JUNE 2022
(cont’d)

16. Term loan

Group
2022 2021
RM RM
Unsecured
Term loan 293,985 611,442
Repayable as follows:
Non-current liabilities
- Later than one year and not
later than two years - 304,903
Current liabilities
- Not later than one year 293,985 306,539
293,985 611,442
17. Lease liabilities
Group
2022 2021
RM RM
Minimum lease payments:
- not later than one year 1,221,207 1,236,393
- later than one year and not later than two years 82,142 263,032
- later than two years and not later than five years 44,805 403,908
- later than five years - 4,964
1,348,154 1,908,297
Less: Future interest charges (19,612) (80,318)
Present value of lease liabilities 1,328,542 1,827,979
Repayable as follows:
Non-Current
- later than one year and not later than two years 73,781 240,431
- later than two years and not later than five years 40,660 380,611
- later than five years - 4,055
114,441 625,097
Current
- not later than one year 1,214,101 1,202,882
1,328,542 1,827,979
% %
Effective interest rate 2.34 -5.30 2.34 -5.30

Included in the Group’s lease liabilities were leases of motor vehicles, workers’ hostel, plant and
machinery under leases expiring from 1 to 4 years. Implicit interest rate of the lease is fixed at the inception
of the lease arrangements, and the lease instalments are fixed throughout the lease period. There are no
significant restriction clauses imposed on the lease arrangements.
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2022

(cont’d)
Deferred tax liabilities
Recognised deferred tax assets and liabilities are attributable to the following:
Assets Liabilities Net
2022 2021 2022 2021 2022 2021

Group RM RM RM RM RM RM
Property, plant

and equipment - 2,445 (1,310,746) (2,460,746) (1,310,746) (2,458,301)
Revaluation

reserve - - (3,628,181) (3,628,181) (3,628,181) (3,628,181)
Net tax assets/

(liabilities) - 2,445 (4,938,927) (6,088,927) (4,938,927) (6,086,482)

Deferred tax assets have not been recognised in respect of the following items (stated at gross):

Group
2022 2021
RM RM
Tax loss carried forward 15,272,158 7,617,636
Other deductible temporary differences 35,399,602 25,193,082
50,671,760 32,810,718

Effective from year of assessment 2019 as announced in the Annual Budget 2019, the unabsorbed tax
losses of the Group as at 31 December 2018 and thereafter will only be available for carrying forward for
a period of 10 consecutive years. Upon expiry of the 10 years, the unabsorbed tax losses will be
disregarded.

Movement in temporary differences during the year as follows:

Group
2022 2021
RM RM
At beginning of the financial year 6,086,482 14,996,231
Recognised in profit or loss (1,147,555) (7,504,886)
Recognised in other comprehensive income - (1,404,863)
At end of the financial year 4,938,927 6,086,482

Trade payables

The normal credit terms of the Group’s trade payables range from immediate payment to 60 days (2021
- immediate payment to 90 days). However, the terms may vary upon negotiation with the trade payables.
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2022
(cont’d)

20. Other payables and accruals

Group Company
2022 2021 2022 2021
RM RM RM RM
Other payables 38,962,786 28,110,673 1,058,687 2,168,133
Accruals 6,184,104 10,200,687 562,594 691,401
Deposits 1,082,000 159,861 - -
46,228,890 38,471,221 1,621,281 2,859,534

a) Included in other payables of the Group is an advance amounted to RM18,000,000 (2021 -
RM18,000,000) which is secured by freehold land and building of the Group as disclosed in Note 4 to
the financial statements.

b) Included in accruals of the Group is a sum of RM2,002,500 representing the accrual of services
provided by interim judicial management disclosed in Note 33(ii) to the financial statements.

¢) Included in deposits of the Group is a sum of RM1,082,000 representing the down payment received
from customers for orders to be fulfilled by the Company.

21. Amount due to directors

The amount outstanding are unsecured, interest free and repayable on demand in cash and cash
equivalents.

22. Revenue
Group
2022 2021
RM RM

Revenue from contract with customers 32,954,316 59,551,132
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2022
(cont’d)

22. Revenue (Cont’d)

c) Transaction price allocated to the remaining performance obligations

The Group applies the practical expedient that exempts the disclosure of information on remaining
performance obligations that have original expected durations of one year or less. As at year end, all
remaining performance obligations of the Group have original expected durations of one year or less.

d) Significant judgements and assumptions arising from revenue recognition

The Group applies significant judgements and assumptions to determine the probability of sales
achievement of the customers, the probability that the customers will pay within 60 days from invoice
date and the probability of goods returned. The Group considered internal information to estimate
the probability. In applying judgement, the Group also determined that the recognition of revenue will
not result in significant revenue reversal.

23. Directors’ remuneration

24,

Group and Company

2022 2021
RM RM
Executive directors
- Fees 49,500 96,385
- Other emoluments 435,600 419,100
485,100 515,485
Non-executive directors
- Fees 174,100 238,801
Total excluding benefits-in-kind 659,200 754,286
Finance costs
Group
2022 2021
RM RM
Interest expense of financial liabilities that are not fair value
through profit or loss 6,889,858 4,258,297
Interest expense on lease liabilities 14,616 280,283

6,904,474 4,538,580
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30 JUNE 2022

(cont’d)
25. Tax credit
Recognised in profit or loss
Group Company
2022 2021 2022 2021
RM RM RM RM
Income tax credit (1,153,743) (6,008,207) - (5,943)
Major components of income
tax expense include:
Current tax expense
Current year - 108,169 - -
(Over)/Under provision in
prior year (6,188) 1,388,510 - (5,943)
Total current tax recognised
in profit or loss (6,188) 1,496,679 - (5,943)
Deferred tax expense
Current year - (2,446) - -
Over provision in prior year (1,147,555) (7,502,440) - -
Total income tax credit (1,153,743) (6,008,207) - (5,943)
Reconciliation of tax expense
Group Company
2022 2021 2022 2021
RM RM RM RM
Loss for the year (13,735,839) (58,325,818) (2,539,923) (322,624)
Total income tax credit (1,153,743) (6,008,207) - (5,943)
Loss excluding tax (14,889,582) (64,334,025) (2,539,923) (328,567)
% % % %
Income tax calculated using
Malaysian tax rate of 24% 24 24 24 24
Non-deductible expenses (8) 5) (29) (240)
Non-taxable income 2 - 5 216
Current year losses for which
no deferred tax asset was
recognised (18) (19) - -
Over provision in prior years (7) (9) - (2)
(7) 9) - (2)
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2022
(cont’d)

26. Loss for the year

Group Company
2022 2021 2022 2021
RM RM RM RM
Loss for the year is arrived at after
charging/(crediting):
Auditors’ remuneration
current year provision 101,500 96,500 30,000 25,000
other services 13,000 13,000 13,000 13,000
Material expenses/(income)
Depreciation of:
property, plant and
equipment 3,423,585 7,992,353 742 -
right-of-use assets 527,090 947,996 - -
Gain on disposal of property, plant and
equipment (258,289) (220,654) - -
Gain on disposal of right-of-use asset (299,521) - - -
Impairment loss on:
property, plant and
equipment - 42,788,734 - -
right-of-use asset - 5,324,262 - -
subsidiary companies - - 858,320 -
trade receivables 278,367 1,607,065 - -
Personnel expenses (including key
management personnel):
contributions to state plans 504,518 577,458 92,365 86,438
wages, salaries and others 6,241,292 8,119,660 755,252 719,894
Realised loss/(gain) on foreign
exchange 96,735 (3,751,709) - -
Reversal of impairment loss on amount
due from a subsidiary no longer
required - - (531,821) (2,957,689)
Unrealised loss on foreign exchange 28,450 4,024,660 - -
Write off on:
other receivables and deposits 126,207 807,281 - -
inventory 225,125 175,765 - -
property, plant and equipment 42,129 4,990,254 - -
Expenses arising from leases
Expenses relating to lease of low value
assets 9,230 2,922 - -
Expenses relating to short-term leases 75,800 517,306 - -

The Group leases buildings and office equipment with contract term of 1 to 2 years. These leases are

short-term and/or leases of low value items.
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(cont’d)

27. Loss per share
Basic:

Basic loss per share is calculated by dividing the loss for the financial year attributable to equity holders
of the Company by the weighted-average number of ordinary shares in issue during the financial

year/period.
Group
2022 2021
Loss for the year attributable to ordinary equity holders of
the Company (RM) (13,735,839) (58,325,818)
Weighted-average number of ordinary shares in issue (Unit) 126,811,616 114,400,000
Basic loss per share (sen) (10.83) (50.98)

Diluted:
The basic and diluted loss per share are equal as the Company has no dilutive potential ordinary shares.
28. Segmental information

Segment information is presented in respect of the Group’s business and geographical segments. The
primary format, business segments, is based on the Group’s management and internal reporting structure.

Segment results, assets and liabilities include items directly attributable to a segment as well as those
that can be allocated on a reasonable basis. Unallocated items mainly comprise interest-earning assets
and revenue, interest-bearing loans, borrowings and expenses, and corporate assets and expenses.

Segment capital expenditure is the total cost incurred during the year to acquire segment assets that are
expected to be used for more than one year.

Business segments

The Group comprises the following main business segments:

Investment holding : Investment holding.

Manufacture and trading : Manufacturing and trading of food and all related products.

There are varying levels of integration amount the reportable segments. This integration includes transfers
of raw materials, shared managed services and financial resources. Inter-segment pricing is determined
on negotiated basis in a manner similar to transactions with third parties.

Performance is measured based on segment profit before tax, interest, depreciation and amortisation, as
included in the internal management reports that are reviewed by the Group’s Chief Executive Officer (the
chief operating decision maker). Segment profit is used to measure performance as management

believes that such information is the most relevant in evaluating the results of certain segments relative
to other entities that operate within these industries.
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(cont’d)

28. Segmental information (Cont’d.)

Segment assets and liabilities

The total of segment assets and liabilities are measured based on all assets and liabilities of a segment,
as included in the internal management reports that are reviewed by the Group’s Chief Executive Officer.

Segment capital expenditure

Segment capital expenditure is the total cost incurred during the financial year to acquire property, plant
and equipment, and intangible assets other than goodwiill.

a) Business Segment

Investment Manufacturing
holding and trading Elimination Total
RM RM RM RM

2022
Revenue
Revenue from external

customers - 43,090,541 (10,136,225) 32,954,316
Total revenue - 43,090,541 (10,136,225) 32,954,316
Results
Segment results (3,073,246) (6,924,264) 858,320 (9,139,190)
Other income 533,323 1,152,580 (531,821) 1,154,082
Finance costs - (6,904,474) - (6,904,474)
Loss before taxation (2,539,923) (12,676,158) 326,499 (14,889,582)
Tax credit - 1,153,743 - 1,153,743
Loss for the year (2,539,923) (11,522,415) 326,499 (13,735,839)
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(cont’d)

28. Segmental information (Cont’d.)
a) Business Segment (Cont'd.)
Investment Manufacturing
holding and trading Elimination Total
RM RM RM RM
2022

Other information

Segment assets 3,777,950 80,421,304 (13,385,158) 70,814,096

Segment liabilities (2,431,731)  (226,100,409) 78,579,045  (149,953,095)

Non-cash expenses
- Depreciation of

property, plant and

equipment 742 3,422,843
- Depreciation of right-

of-use assets - 527,090 - 527,090
- Impairment loss on

investment in

subsidiaries 858,320 - (858,320) -
- Impairment loss on

trade receivables - 278,367 - 278,367
- Gain on disposal of

property, plant and

equipment - (258,289) - (258,289)
- Gain on disposal of

right-of-use asset - (299,521) - (299,521)
- Other receivables

and deposits

written off - 126,207 - 126,207
- Inventory written off - 225,125 - 225,125
- Property, plant and

equipment written

off - 42,129 - 42,129
- Loss on foreign

exchange -

unrealised - 28,450 - 28,450

3,423,585

Included in the
measure of
segment assets
are: -
- Additions to non-
current assets
other than financial
instruments and
deferred tax assets 19,727 161,332 - 181,059
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(cont’d)

28. Segmental information (Cont’d.)

a) Business Segment (Cont'd.)

Investment Manufacturing
holding and trading Elimination Total
RM RM RM RM

2021
Revenue
Revenue from

external customers - 83,231,614 (23,680,482) 59,551,132
Total revenue - 83,231,614 (23,680,482) 59,551,132
Results
Segment results (3,286,269) (61,382,383) - (64,668,652)
Other operating

income 2,957,702 4,861,505 (2,957,689) 4,861,518
Finance income - 11,689 - 11,689
Finance costs - (4,538,580) - (4,538,580)
Loss before taxation (328,567) (61,047,769) (2,957,689) (64,334,025)
Tax credit 5,943 6,002,264 - 6,008,207
Loss for the year (322,624) (55,045,505) (2,957,689) (58,325,818)
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(cont’d)
28. Segmental information (Cont’d.)
a) Business Segment (Cont'd.)
Investment  Manufacturing
holding and trading Elimination Total
RM RM RM RM

2021
Other information
Segment assets 4,569,126 82,226,759 (11,884,355) 74,911,530
Segment liabilities 3,085,384 216,383,449 (76,751,743) 142,717,090
Non-cash expenses
- Depreciation of

property, plant and

equipment - 7,992,353 - 7,992,353
- Depreciation of right-

of-use assets - 947,996 - 947,996
- Impairment loss on

property, plant and

equipment - 42,788,734 - 42,788,734
- Impairment loss on

right of use assets - 5,324,262 - 5,324,262
- Impairment loss on

trade receivables - 1,607,065 - 1,607,065
- Gain on disposal of

property, plant and

equipment - (220,654) - (220,654)
- Other receivables and

deposits written off - 807,281 - 807,281
- Inventories written off - 175,765 - 175,765
- Property, plant and

equipment written off - 4,990,254 - 4,990,254
- Loss on foreign

exchange -

unrealised - 4,024,660 - 4,024,660

Included in the
measure of segment
assets are: -
Additions to non-current
assets other than
financial instruments
and deferred tax
assets - 1,189,509

1,189,509



KHEE SAN BERHAD Registration No.: 199401018697 (304376-A)

NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2022
(cont’d)

28. Segmental information (Cont’d.)

b)

Geographical segment

The manufacturing and trading operations are based not only in Malaysia but also spread throughout
the rest of Asia, Europe, Africa and Middle East.

In presenting information on the basis of geographical segments, segment revenue is based on the

geographical location of customers whereas segment assets are based on the geographical location
of assets.

Revenue Segment assets

2022 2021 2022 2021

RM RM RM RM
Malaysia 18,979,983 32,440,521 70,814,096 74,911,530
Rest of Asia 13,487,590 24,573,287 - -
Europe 153,008 453,291 - -
Africa 333,735 1,902,509 - -
Middle East - 181,524 - -
32,954,316 59,551,132 70,814,096 74,911,530

The following are the major customers with revenue equal or more than 10% of the Group’s total
revenue:

Revenue Segment
2022 2021
RM RM
Customer A 3,751,554 - Manufacturing and trading
Customer B 7,044,405 Manufacturing and trading
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2022

Financial liabilities
Trade payables
Other payables and accruals

(cont’d)
29. Financial instruments
a) Categories of financial instruments
The table below provides an analysis of financial instruments categorised as follows:
i) Financial assets measured at amortised cost (“FAAC”); and
ii) Financial liabilities measured at amortised cost (“FLAC”).
Carrying
amount FAAC FLAC
Group RM RM RM
2022
Financial assets
Trade receivables 2,990,383 2,990,383 -
Other receivables and deposits 2,051,767 2,051,767 -
Cash and bank balances 2,098,188 2,098,188 -
7,140,338 7,140,338 -
Financial liabilities
Trade payables (16,596,332) - (16,596,332)
Other payables and accruals (46,228,890) - (46,228,890)
Amount due to directors (5,110,350) - (5,110,350)
Loans and borrowings (75,750,054) - (75,750,054)
Lease liabilities (1,328,542) - (1,328,542)
(145,014,168) - (145,014,168)
2021
Financial assets
Trade receivables 3,080,382 3,080,382 -
Other receivables and deposits 1,052,910 1,052,910 -
Cash and bank balances 2,387,959 2,387,959 -
6,521,251 6,521,251 -

(16,031,565)
(38,471,221)

(16,031,565)
(38,471,221)

Amount due to a directors (5,225,750) - (5,225,750)
Loans and borrowings (74,965,924) - (74,965,924)
Lease liabilities (1,827,979) - (1,827,979)

(136,522,439) - (136,522,439)
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NOTES TO THE FINANCIAL STATEMENTS

30 JUNE 2022

(cont’d)

29. Financial instruments (Cont’d.)

a)

b)

Categories of financial instruments (Cont'd.)

Company
2022

Financial assets

Cash and bank balances

Amount due from a subsidiary
company

Financial liabilities

Other payables and accruals
Amount due to directors
Amount due to subsidiaries

2021

Financial asset
Cash and bank balances
Deposit

Financial liability
Other payables and accruals
Amount due to directors

Net losses arising from financial instruments

Financial assets at amortised cost

Financial liabilities at amortised cost

Carrying
amount FAAC FLAC
RM RM RM
196,996 196,996 -
55,922 55,922 -
252,918 252,918 -
(1,621,281) - (1,621,281)
(110,350) - (110,350)
(700,100) - (700,100)
(2,431,731) - (2,431,731)
64,600 64,600 -
143,100 143,100 -
207,700 207,700 -
(2,859,634) - (2,859,634)
(225,750) - (225,750)
(3,085,384) - (3,085,384)
Group
2022 2021
RM RM

404,574 2,414,346

6,904,474 4,538,580

7,309,048 6,952,926
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2022
(cont’d)

29. Financial instruments (Cont’d.)

c)

Financial risk management

The Group and the Company have exposure to the following risks from its use of financial instruments
as follows:

Credit risk
Liquidity risks
Market risk
Operational risk

Credit risk

Credit risk is the risk of a financial loss if a customer or counterparty to a financial instrument
fails to meet its contractual obligations. The Group’s exposure to credit risk arises principally
from its receivables from customers. The Company’s exposure to credit risk arises principally
from advances to subsidiary and financial guarantees given to banks for credit facilities granted
to subsidiaries. There are no significant changes as compared to prior periods.

Trade receivables

Risk management objectives, policies and processes for managing the risk

The credit risk is controlled by the application of credit approvals, limits and monitoring
procedures. Credit risks are minimised and monitored via strictly limiting the Group’s
associations to business partners with high credit worthiness. The Group also has an internal
credit review which is conducted if the credit risk is material. Trade receivables are monitored
on an ongoing basis via Group management reporting procedures.

At each reporting date, the Group or the Company assesses whether any of the trade
receivables are credit impaired.

The gross carrying amounts of credit impaired trade receivables and contract assets are written
off (either partially or full) when there is no realistic prospect of recovery. This is generally the
case when the Group determines that the debtor does not have assets or sources of income
that could generate sufficient cash flows to repay the amounts subject to the write-off.
Nevertheless, trade receivables that are written off could still be subject to enforcement
activities.

There are no significant changes as compared to previous financial year.
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2022

(cont’d)

29. Financial instruments (Cont’d.)

c) Financial risk management (Cont'd)

i)

Credit risk (Cont'd)
Exposure to credit risk, credit quality and collateral

As at the end of the reporting period, the maximum exposure to credit risk arising from trade
receivables are represented by carrying amounts in the statement of financial position. Credit
risk and receivables are monitored on an ongoing basis. These procedures substantially
mitigate credit risk of the Group.

Management has taken reasonable steps to ensure that receivables that are neither past due
nor impaired are measured at their realisable values. A significant portion of these receivables
are regular customers that have been transacting with the Group. The Group uses ageing
analysis to monitor the credit quality of the receivables. Any past due receivables having
significant balances, which are deemed to have higher credit risk, are monitored individually.

The trade receivables are not secured by any collateral or supported by any other credit
enhancements.

Recognition and measurement of impairment losses

The Group uses an allowance matrix to measure the expected credit losses (“ECL”) of trade
receivables from individual customers, which comprise a very large number of insignificant
balances outstanding.

To measure the ECLs, trade receivables have been grouped based on credit risk and days past
due. The Group considers a receivable to have significant high credit risk when its outstanding
balance is more than 12 months.



29. Financial instruments (Cont’d.)

c) Financial risk management (Cont’d.)

i)

Credit risk (Cont’d.)

Trade receivables (Cont'd.)

KHEE SAN BERHAD Registration No.: 199401018697 (304376-A)

NOTES TO THE FINANCIAL STATEMENTS

Recognition and measurement of impairment losses (Contd.)

30 JUNE 2022

(cont’d)

Where a receivable has a low credit risk, it is excluded from the allowance matrix and its ECL is
assessed individually by considering historical payment trends and financial strength of the

receivable.

The following table provides information about the exposure to credit risk and ECLs for trade
receivables as at the reporting date which are grouped together as they are expected to have

similar risk nature:

Group
2022

Not past due

Past due 1 — 30 days
Past due 31 — 60 days
Past due 61 — 90 days
Past due 91 — 120 days
Past due 121 — 150 days
Past due 151 — 180 days
Past due over 180 days

2021

Not past due

Past due 1 — 30 days
Past due 31 — 60 days
Past due 61 — 90 days
Past due 91 — 120 days
Past due 121 — 150 days
Past due 151 — 180 days
Past due over 180 days

Loss

Gross Allowance Net

RM RM RM
1,997,529 - 1,997,529
2,517 - 2,517
61,604 - 61,604
31,103 - 31,103
190,547 - 190,547
56,569 - 56,569
118,622 - 118,622
29,799,277 (29,267,385) 531,892
32,257,768 (29,267,385) 2,990,383
1,504,654 - 1,504,654
542,543 - 542,543
113,582 - 113,582
281,664 - 281,664
391,752 - 391,752
49,844 - 49,844
29,185,361 (28,989,018) 196,343
32,069,400 (28,989,018) 3,080,382
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2022

(cont’d)

29. Financial instruments (Cont’d.)

c) Financial risk management (Cont'd.)

i)

Credit risk (Cont'd.)

Trade receivables (Cont’d.)

Recognition and measurement of impairment losses (Cont’d.)

The movements in the allowance for impairment in respect of trade receivables during the
financial year are as follows:

Lifetime Credit
ECL impaired Total

Group RM RM RM

At 1.7.2020 30,704,852 83,899,363 114,604,215
Addition - 1,607,065 1,607,065
Written off (30,704,852) (56,517,410) (87,222,262)
At 30.6.2021 - 28,989,018 28,989,018
Addition - 278,367 278,367
At 30.6.2022 - 29,267,385 29,267,385

The allowance in respect of trade receivables is used to record impairment losses. Unless the
Group is satisfied that recovery of the amount is possible, the amount considered irrecoverable
is written off against the trade receivable directly. As at 30 June 2022, RM NIL (2021 -
RM46,423,959) of trade receivables were written off but they are still subject to enforcement
activity.

Other receivables

Risk management objectives, policies and processes for managing the risk

The credit risk is controlled by the application of credit approvals, limits and monitoring
procedures. Credit risks are minimised and monitored via strictly limiting the Group’s
associations to business partners with high credit worthiness. The Group also has an internal
credit review which is conducted if the credit risk is material. Trade receivables are monitored
on an ongoing basis via Group management reporting procedures.

There are no significant changes as compared to previous financial year.
Exposure to credit risk, credit quality and collateral

As at the end of the reporting period, the maximum exposure to credit risk is represented by
their carrying amounts in the statement of financial position.
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2022
(cont’d)

29. Financial instruments (Cont’d.)

c) Financial risk management (Cont'd.)

i)

Credit risk (Cont'd.)

Other receivables (Cont'd.)

Recognition and measurement of impairment losses

The Group uses an allowance matrix to measure the expected credit losses (“ECL”) of its
receivables, where a receivable has a low credit risk, it is excluded from the allowance matrix
and its ECL is assessed individually by considering historical payment trends and financial
strength of the receivable.

The movements in the allowance for impairment in respect of other receivables during the
financial period are as follows:

Lifetime Credit
ECL impaired Total
Group RM RM RM
At 1.7.2020 - 1,037 1,037
Written off - (1,037) (1,037)

At 30.6.2021/30.6.2022 - - -

Financial guarantee

Risk management objectives, policies and processes for managing the risk

The Company provides unsecured financial guarantees to banks in respect of banking facilities
granted to certain subsidiaries. The Company monitors on an ongoing basis the results of
subsidiaries and repayments made by the subsidiaries.

Exposure to credit risk, credit quality and collateral
The maximum exposure to credit risk amounts to RM75,750,054 (2021 — RM74,965,924)
representing the outstanding banking facilities of the subsidiaries as at the end of the reporting

period.

The financial guarantees have not been recognised since the fair value on initial recognition was
not material.
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2022

(cont’d)

29. Financial instruments (Cont’d.)

c) Financial risk management (Cont'd.)

i)

Credit risk (Cont'd.)

Inter-company loans and advances

Risk management objectives, policies and processes for managing the risk

The Company provides unsecured loans and advances to subsidiary companies. The Company
monitors the ability of the subsidiary companies to repay the loans and advances on an
individual basis.

Exposure to credit risk, credit quality and collateral

As at the end of the reporting period, the maximum exposure to credit risk is represented by
their carrying amounts in the statement of financial position.

Loans and advances provided are not secured by any collateral or supported by any other credit
enhancements.

Recognition and measurement of impairment losses

Generally, the Company considers loans and advances to subsidiary companies have low credit
risk. The Company assumes that there is a significant increase in credit risk when a subsidiary’s
financial position deteriorates significantly. As the Company is able to determine the timing of
payments of the subsidiary companies’ loans and advances when they are payable, the
Company considers the loans and advances to be in default when the subsidiary companies
are not able to pay when demanded. The Company considers a subsidiary company’s loan or
advance to be credit impaired when:

e  The subsidiary company is unlikely to repay its loan or advance to the Company in full;
e  The subsidiary company’s loan or advance is overdue for more than 365 days; or

e The subsidiary company is continuously loss making and is having a deficit shareholders’
funds.

The Company determines the probability of default for these loans and advances individually
using internal information available.
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2022
(cont’d)

29. Financial instruments (Cont’d.)

c)

Financial risk management (Cont’d.)

i)

Credit risk (Cont'd.)

Inter-company loans and advances

The movements in the allowance for impairment in respect of inter-company loans and
advances during the financial period are as follows:

Lifetime Credit
ECL impaired Total

Company RM RM RM

At 1.7.2020 - 72,186,503 72,186,503
Reversal - (2,957,689) (2,957,689)
At 30.6.2021 - 69,228,814 69,228,814
Reversal - (531,821) (531,821)
At 30.6.2022 - 68,696,993 68,696,993

Liquidity risks

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they
fall due. The Group’s exposure to liquidity risk arises principally from its various payables, loans
and borrowings.

The Group maintains a level of cash and cash equivalents and bank facilities deemed adequate
by the management to ensure, as far as possible, that it will have sufficient liquidity to meet its
liabilities when they fall due.

It is not expected that the cash flows included in the maturity analysis could occur significantly
earlier or at significantly different amounts.
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KHEE SAN BERHAD Registration No.: 199401018697 (304376-A)

NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2022

(cont’d)

29. Financial instruments (Cont’d.)

c) Financial risk management (Cont'd.)

i)

ii)

Liquidity and cash flow risks (Cont'd.)

Company
2022

Non-derivative
financial liabilities
Other payables and
accruals

Amount due to
directors

Amount due to
subsidiaries

Financial guarantee

2021

Non-derivative
financial liabilities

Other payables and
accruals

Amount due to
directors

Financial guarantee

Market risk

Carrying
amount
RM

1,621,281
110,350

700,100
75,456,069

77,887,800

2,859,634

225,750
74,354,482

77,439,866

Contractual
interest rate
%

Contractual Under
cash flows 1 year
RM RM

1,621,281 1,621,281
110,350 110,350
700,100 700,100
75,456,069 75,456,069
77,887,800 77,887,800
2,859,634 2,859,634
225,750 225,750
74,354,482 74,354,482
77,439,866 77,439,866

The Group is exposed to foreign currency risk on sales that are denominated in a currency other
than the respective functional currency of Group entities. The currency giving rise to this risk
were primarily Euro (“EURQ”), Japanese Yen (“JPY"), Singapore Dollar (“SGD”), US Dollar

(“USD”) and Hong Kong Dollar (“HKD”).

Risk management objectives, policies and processes for managing the risk

The Group is closely monitoring the foreign currency risk on an ongoing basis to ensure that the
net exposure is at acceptable level. In occasion, the Group enters into forward foreign currency
contracts to hedge against its foreign currency risk.
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30 JUNE 2022
(cont’d)

29. Financial instruments (Cont’d.)

c)

Financial risk management (Cont’d.)

ii)

Market risk (Cont’d.)
Exposure to foreign currency risk (Contd.)

The Group’s exposure to foreign currency (a currency which is other than the functional currency
of the Group entities) risk, based on carrying amounts as at the end of the reporting period was:

2022 2021
RM RM
Trade receivables (Note 10)
EURO - 49
JPY 383,631 -
SGD 70,599 -
uUsD 450,321 506,989
Cash and bank balances
- UsSDh 72,012 20,364
HKD 5,033 4,904
EURO 4,855 108,180
JPY 110,204 622,897

Currency risk sensitivity analysis

At 5% strengthening of Ringgit Malaysia (“RM”) against the following currencies at the end of the
reporting period would have increased equally and post-tax profit or loss by the amount shown
below. This analysis is based on foreign currency exchange rate variance that the Group
considered to be reasonable possible at the end of the reporting period. The analysis assumes
that all other variables, in particular interest rates, remained constant.

2022 2021
Profit for the Profit for the
Equity period Equity period
Increase 54,833 54,833 63,169 63,169

At 5% (2021 — 5%) of weakening of RM against the above foreign currencies at the end of the
reporting period would have had equal but opposite effect on the above currencies to the amount
shown above, on the basis that all other variables remained constant.
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(cont’d)

29. Financial instruments (Cont’d.)

c) Financial risk management (Cont'd.)

ii)

Market risk (Cont'd.)
Interest rate risk

The Group’s fixed rate borrowings are exposed to a risk of change in their fair value due to
changes in interest rate. The Group’s variable rate borrowings are exposed to a risk of change
in cash flows due to changes interest rates. Short term receivables and payables are not
significantly exposed to interest rate risk.

Risk Management objectives, policies and processes for managing the risk

The Group’s policy is to borrow principally on the floating rate basis but to retain a proportion of
fixed rate debt. The objectives for the mix between fixed and floating rate borrowings are set to
reduce the impact of an upward change in interest rates while enabling benefits to be enjoyed
if interest rate fall.

Exposure to interest rate risk

The interest rate profile of the Group’s significant interest-bearing financial instruments, based
on carrying amounts as at the end of the reporting period was:

2022 2021
Interest rate Interest rate
RM % RM %

Group
Fixed rate

instruments
Lease liabilities (1,328,542) 2.34 - 5.30 (1,827,979) 2.34 - 5.30
Term loan (293,985) 6.00 (611,442) 6.00
Floating rate

instruments
Bankers’

acceptances (65,850,603) 2.18 -10.42 (65,850,603) 2.65-10.42
Bank overdraft (9,605,466) 1.80 - 9.07 (8,503,879) 1.80 —9.07

Interest rate risk sensitivity analysis:
Fair value sensitivity analysis for fixed rate instruments
The Group does not account for any fixed rate financial assets and liabilities at fair value through

profit or loss. Therefore, a change on interest rates at the end of the reporting period would not
affect profit or loss.
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(cont’d)

29. Financial instruments (Cont’d.)

c)

d)

Financial risk management (Cont’d.)

ii)

Market risk (Cont’d.)

Interest rate risk (Cont'd)

Interest rate risk sensitivity analysis: (Contd.)

Cash flow sensitivity analysis for variable rate instruments

At the reporting date, if interest rates had been 100 basis points lower/higher, with all other
variables held constant, the Group’s loss net of tax would have been RM565,000 (2021 —
RM560,000) higher /lower, arising mainly as a result of lower/higher interest expense on floating
rate borrowings. The assumed movement in basis point for interest rate sensitivity analysis is
based on the currently observable market environment.

Operational risk

The operational risk arises from the daily activities of the Group which includes legal, credit
reputation and financing risk and other risks associated to daily running of its business
operations.

Such risks are mitigated through proper authority levels of approval limits, clear reporting
structure, segregation of duties, policies and procedures implemented and periodic
management meetings.

In dealing with its stewardship, the directors recognise that effective risk management is an
integral part of good business practice.

The directors will pursue an ongoing process of identifying, assessing and managing key
business areas, overall operational and financial risk faced by the business units as well as
regularly reviewing and enhancing risk mitigating strategies with its appointed and key
management personnel.

Fair value information

The carrying amount of cash and cash equivalents, trade and other receivables, inter-company
balances, trade and other payables, amount due to directors, short term borrowings and current
portion of lease payables approximate fair value due to the relatively short-term nature of these
financial instruments.

The aggregate fair value of the other financial assets and liabilities carried on the statements of
financial position approximates its carrying value and the Group does not anticipate the carrying
amounts recorded at the reporting date to be significantly different from the values that would
eventually be settled.
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29. Financial instruments (Cont’d.)

d) Fair value information (Cont'd.)

The Group uses the following hierarchy for determining and disclosing the fair value of financial
instruments by valuation technique:

Level 1 : quoted (unadjusted) prices in active markets for identical assets or liabilities.

Level 2 : other techniques for which all inputs which have a significant effect on the recorded fair
value is observable, either directly or indirectly.

Level 3 :techniques which use inputs that have a significant effect on the recorded fair value
that are not based on observable market data.

The Group does not anticipate the carrying amounts recorded at the reporting date to be significantly
different from the values that would eventually be settled. Therefore, the fair value hierarchy is not
presented.

30. Capital management

31.

The overall capital management objective of the Group is to safeguard its ability to continue as a going
concern so as to provide fair returns to owners and benefits to other stakeholders. In order to meet this
objective, the Group always strives to maintain an optimal capital structure to reduce the cost of capital
and sustain its business development.

The Group considers its total equity to be the key component of its capital structure and may, from time
to time, adjust the dividend payouts, purchase own shares, issued new shares, redeem debts or sell
assets, where necessary, to maintain an optimal capital structure, Management has not formulated any
formal policies and processes for monitoring the Group’s capital in view of its simple structure.
Nevertheless, management will always strive to improve those policies and processes whenever the need
arises.

Under the requirement of Bursa Malaysia Note No. 17/2005, the Company is required to maintain a
consolidated shareholders’ equity equal or not less than 25% of the issued and paid-up capital and such
shareholders’ equity is not less than RM40 million. As disclosed in Note 2(e) to the financial statements,
the Company announced that it has triggered the Prescribed Criteria of paragraph 2.1(b) of Practice Note
17 (“PN17”) pursuant to paragraph 8.04(2) of the Main Market Listing Requirements of Bursa Malaysia.

Contingent liabilities

Company
2022 2021
RM RM
Unsecured
Corporate guarantees issued to bank for bank facilities
granted to subsidiary companies 75,456,069 74,354,482

The directors are of the opinion that adequate allowance has been made in the financial statements for
any possible liabilities.
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32. Related parties

Identity of related parties

For the purposes of these financial statements, parties are considered to be related to the Group if the
Group or the Company has the ability, directly or indirectly, to control the party or exercise significant
influence over the party in making financial and operating decisions, or vice versa, or where the Group or
the Company and the parties are subject to common control or common significant influence. Related
parties may be individuals or other entities.

Related parties also include key management personnel defined as those persons having authority and
responsibility for planning, directing and controlling the activities of the Group either directly or indirectly.
The key management personnel include all the Directors of the Group, and certain members of the senior
management of the Group.

Significant related party transactions

Related party transactions have been entered into the normal course of business under normal trade
terms. The related party balances are shown in Note 8 to the financial statements.

Compensation of key management personnel

The remuneration paid by the Group and the Company to key management personnel during the financial
year are disclosed in Note 23 in the financial statements.

33. Significant events

i) The COVID-19 pandemic has significantly disrupted many business operations around the world. The
Company has performed an assessment of the overall impact of the situation on the Company’s
operations, including the recoverability of the carrying amount of assets and measurements of assets
and liabilities and concluded that there are no material adverse effects on the financial statements for
the financial year ended 30 June 2022.

The scale and duration of the economic uncertainty and its related impact on the outlook and prospects
of the Company could not be reasonably estimated at this juncture. The Company is closely monitoring
the evolving situation of the COVID-19 pandemic and the effects, if any will be reflected in the next
annual financial statements.

i) On 15 November 2021, an application was filed in the Kuala Lumpur High Court by Maybank Islamic
Berhad, to place the subsidiary company, Khee San Food Industries Sdn Bhd (“KSFI”) under judicial
management pursuant to Section 405 of the Companies Act, 2016. On 17 November 2021, the Court
made an ex parte Order to appoint an Interim Judicial Manager (“IJM”), Dato’ Adam Primus Varghese
Abdullah over KSFI.

In accordance with IJM Order dated on 17 November 2021 and Section 414(2) of the Companies Act,
2016, all powers conferred and duties imposed on the directors by the Companies Act, 2016 or by the
constitution of KSFI shall be exercised and performed by the Interim Judicial Manager and not by the
directors.

The application for Judicial Management was made on the basis of relying on the preliminary proposal
by Messrs ADAMPRIMUS to the Court dated 11 November 2021, there is a possibility of rehabilitating
the KSFI or of preserving all or part of its business as a going concern or that otherwise the interest of
creditors would be better served than by resorting to a winding up. For this purpose, the Company and
other parties are not precluded from submitting proposals.



KHEE SAN BERHAD Registration No.: 199401018697 (304376-A)

NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2022
(cont’d)

33. Significant events (Cont’d.)
i) (Contd.)

As disclosed in Note 20(b) to the financial statements, on the accrual of IUM fee, the Company intends
to clarify that when the books of KSFI were audited in August 2022, Dato’ Adam Primus Varghese
bin Abdullah was the appointed IJM of KSFI vide a Court Order as stated in the earlier paragraph. In
this event, the financial statements of KSFI during the material time was under the control of IUM and
accordingly IJM fee had been accrued in the books of KSFI. However, the accrued IJM fee has been
disputed by both the Company and other scheme creditors.

As at the date of this report, the Court has not determined the fee payable to IJM and the next Court
hearing is on 13 December 2022.

Nevertheless, once the fee payable to IJM is decided by the Court, the final IJM fee shall be adjusted
accordingly in the books of the Group and KSFI in the coming quarter.

i) On 18 November 2021, the Company announced that it is an affected listed issuer under PN17 of
the Main Market Listing Requirments of Bursa Malaysia Securities Berhad (“MMLR”) (“Bursa
Securities”). The Company had triggered the Prescribed Criteria pursuant to paragraph 8.04 of the
MMLR and paragraph 2.1(b) of PN17 and shall submit a regularisation plan to Securities Commission
Malaysia to regularise its financial condition within 12 months from 18 November 2021.

34. Events after the reporting period

i) On 1 September 2022, the Company announced that the case as disclosed in the Note 33(ii) to the
financial statements was struck out by the Court.

i) On 13 September 2022, the Company announced that the Company and its wholly owned
subsidiaries had filed an Originating Summons for a Scheme of Arrangement and Restraining Order.

i) On 23 September 2022, the Court granted an Order under Section 366 and Section 368 of the
Companies Act, 2016 to the Company and its wholly-owned subsidiaries. The details of the Order
are as follows:

1. The Company to convene a Scheme Creditors’ Meeting(s) pursuant to Section 366 of the Act for
the purpose of taking into consideration and if considered fit, to approve with or without any
alteration or modification, a proposed scheme of arrangement and compromise between the
Company and its Scheme Creditors within 180 days from the date the Order i.e. 23 September
2022;

2. All proceedings or actions and/or any forthcoming proceedings or actions against the Company
by any party including the Scheme Creditors including but not limited to the commencement of
any proceedings or continuing with any winding-up proceedings; the taking of any action or
proceeding, termination or proceeding, adjudication and/or arbitration in any way and/or under
any form of guarantee or indemnity granted to or conferred by the Company; any enforcement,
auction, foreclosure, detention, or any other form of execution of any judgment and/or order
against the Company; or any distress that may be levied against the Company and/or its property,
any execution of the rights or remedies or powers of appointment of any receiver and manager
over the Company (including but not limited to the taking of any action or proceeding or continuing
with the exercise of the rights or remedies under any debenture), repossession of any fixed or
floating assets, plant, equipment or machinery under any charge, lease, hire purchase and/or
any adjudication or arbitration proceedings, be restrained for a period of 90 days effective from
the date of the sealed order or such other longer period determined by the Court subject to the
terms as may be determined by the Court pursuant to Section 368 of the Act.
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34. Events after the reporting period (Cont’d.)

ii)

(Cont'd.)

The Order was applied by the Company to formulate and finalise a proposed scheme of arrangement
between the Company, its subsidiaries and its Scheme Creditors.

On 6 October 2022, the Company announced that the Group and the Company proposed to
undertake a scheme of arrangement, the details of which are stipulated under Section 3 of this
announcement. The details of scheme of arrangement are as follows:

1. The unsecured creditors shall waive all interests, charges, penalties and costs accruing to them
after 31 March 2022 (“Cut-off Date”);

2. 50% of the unsecured debt as at the Cut-off Date shall be waived;

3. The balance of the 50% of unsecured debts as at the Cut-Off Date shall be settled in cash from
the proceeds of fund raising exercise proposed to be undertaken by Company or the balance
shall be converted into fully paid-up ordinary shares of Company at the issue price to be
determined by the Board; and

4. The unsecured creditors shall fully discharge and free the Group and the Company from all
actions, proceedings, claims, demands or guarantees which the unsecured creditors have or can
have or may have against the Group and the Company for or in respect to the unsecured debts
upon full settlement under the proposed schemes.

Besides, the Company had executed corporate guarantees to Corporate Guarantee Creditors for
facilities granted to its wholly owned subsidiaries. The Company shall pay the sum of RM3,000,000
from the Fund Raising Exercise to Corporate Guarantee Creditors within 7 days from the date of
receipt of the proceeds raised from the Fund Raising Exercise by the Company.

The Company is currently in the midst of finalising the detailed terms of the regularisation plan which
may include fund raising exercise. An announcement in compliance with the relevant provisions of
the Main Market Listing Requirements of Bursa Securities in relation to the regularisation plan
including details on the regularisation plan will be made in due course upon the finalisation of the
detailed terms of the regularisation plan.
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35. Material litigation

i)

ALLIANCE BANK MALAYSIA BERHAD -V- KHEE SAN BERHAD AND KHEE SAN FOOD
INDUSTRIES SDN BHD (WA-22NCC-215-06/2020)

On 22 June 2020, the Company and KSFI received a Writ of Summons together with the Statement
of Claim filed by Alliance Bank Malaysia Berhad (“Plaintiff”).

On 14 July 2020, the Company filed a Statement of Defence and Counter — Claim against the
Plaintiff. The Counterclaims repeats the defense and the Company contends that the Plaintiff owes
a duty of care to make reasonable inquiries and these breaches have been particularised as
follows: -

1. the Plaintiff or their agents should have verified the documents of the 3rd party as the serial
numbers of the invoices and Delivery orders are identical;

2. No Purchase Orders were attached;

3. Secret Ingredients Sdn Bhd invoices were cash invoice.

The case was struck out by the Court on 19 April 2021.
Notice of Appeal (W-02(IM)(NCC)-878-04/2021) and (W-02(IM)(NCC)-882-04/2021)

On 26 April 2021, the Defendants filed Notice of Appeal. On 15 December 2021, the Court of
Appeal dismissed the appeal.

Federal Court Motion (08(i)-39-01/2022(W)) and (08(i)-40-01/2022(W))

On 23 February 2022, the Notice of Motion came up for Case Management and the Court directed
the followings:

1. Plaintiff to file their Affidavit;

2. KSFI and KSB to file their Affidavit; and

3. Parties to file their respective Written Submissions, Bundle of Authorities, Common Core
Bundle of Document and Executive Summary (if required).

On 26 April 2022, the Company filed Notices of Discontinuance in respect of the Motions for Leave
to Appeal to the Federal Court.

KHEE SAN BERHAD AND KHEE SAN FOOD INDUSTRIES SDN BHD -V- MAYBANK ISLAMIC
BERHAD (WA-22NCC-304-07/2020)

On 15 July 2020, the Company and KSFI (“Plaintiff’) filed a Writ of Summons against Maybank
Islamic Berhad (“Defendant”) together with a Statement of Claim with details as follows:

Damages for negligence;

Interest;

Costs; and

Any further relief as the Court deems fit and proper.

PN~

The case was struck out by the Court on 30 March 2021.
Notice of Appeal (W-02(IM)(MUA)-690-04/2021)

On 2 April 2021, the Plaintiff filed Notice of Appeal. On 15 December 2021, the Court of Appeal
dismissed the appeal.
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35. Material litigation (Cont’d.)

ii)

MAYBANK ISLAMIC BERHAD -V- KHEE SAN BERHAD AND KHEE SAN FOOD INDUSTRIES
SDN BHD (WA-22M-269-07/2020)

On 27 July 2020, the Company and KSFlreceived a sealed copy of Writ and Statement of Claim filed
by Maybank Islamic Berhad (“MIB”). MIB’s claim against KSFI and KSB are as follows:

1.  The sum of RM1,060,412.56 as at 30 June 2020;
Further profit on the utilised Facility Amount in the sum of RM1,000,000.00 at 1.75% per
annum above the Plaintiff's Base Financing Rate calculated on daily basis from 1 July 2020
until full settlement or upon reaching maximum Plaintiff’'s Profit from the Plaintiff's Sale Price
of RM1,542,500.00, whichever is earlier;

3.  The sum of RM5,467,194.64 as at 30 June 2020;

4. Ta'widh (Compensation) at the prevailing daily overnight Islamic Interbank Money Market rate
calculated on the sum of RM5,408,950.95 from 1 July 2020 until full settlement;

5. Costs on a solicitor-client basis; and

6. Such further and/or other relief as the Court deems fit.

The Court has allowed the Plaintiffs Summary Judgment Application and Striking Out the
Defendants’ counterclaim against the Plaintiff on 30 March 2021.

On 25 June 2021, MIB issued a notice pursuant to Section 466(1)(a) of the Companies Act, 2016.
Notice of Appeal (W-02(IM)(MUA)-691-04/2021) and (W-02(IM)(MUA)-692-04/2021)

On 2 April 2021, the Defendant filed Notice of Appeal. On 15 December 2021, the Court of Appeal
dismissed the appeal.

Federal Court Motion (08(i)-47-01/2022(W)), (08(i)-48-01/2022(W)) and (08(i)-49-01/2022(W))

On 23 February 2022, the Notice of Motion came up for Case Management and the Court directed
the followings:

1. MIB to file their Affidavit;

2. KSFI and KSB to file their Affidavit; and

3. Parties to file their respective Written Submissions, Bundle of Authorities, Common Core
Bundle of Document and Executive Summary (if required).

On 19 July 2022, the Company filed Notices of Discontinuance in respect of the Motions for Leave
to Appeal to the Federal Court.

KHEE SAN BERHAD AND KHEE SAN FOOD INDUSTRIES SDN BHD -V- HSBC BANK
MALAYSIA BERHAD (WA-22NCC-314-07/2020)

On 16 July 2020, the Company and KSFI filed a Writ of Summons against HSBC Bank Malaysia
Berhad (“Defendant”).

On 6 August 2020, the Company further filed the Statement of Claim against the Defendant laid
out its claim against the Defendant as follows:

1. That the sums due to the Defendant be set off in totality or the fictitious portion be omitted from
repayment as the Court directs;

2. A sum of RM114,000,000.00 which is equivalent to RM1.00 to every shareholder of the 1st
Plaintiff be paid by the Defendant as damages;

3. Additional damages of RM140,000,000.00 for the damage caused to the Plaintiffs in terms of
operations and revenue loss including reputational damage to the Plaintiffs and their brands;
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iv)

KHEE SAN BERHAD AND KHEE SAN FOOD INDUSTRIES SDN BHD -V- HSBC BANK
MALAYSIA BERHAD (WA-22NCC-314-07/2020) (Cont’d.)

On 6 August 2020, the Company further filed the Statement of Claim against the Defendant laid
out its claim against the Defendant as follows: (Cont'd.)

4. General damages of RM150,000,000.00 to be assessed by the Court;

5. Interest at the rate of 4% on the amounts in paragraph (1), (2), (3), (4) and/or (5) above from
the date of the claim to full satisfaction;

6. Costs and such further and/or other relief deemed fit and appropriate by the Court.

The case was struck out by the Court on 23 February 2021.
Notice of Appeal (W-02(IM)(NCC)-403-02/2021) and (W-02(IM)(NCC)-404-02/2021)

On 25 February 2021, the Plaintiff filed Notice of Appeal. On 15 December 2021, the Court of
Appeal dismissed the appeal.

Federal Court Motion (08(i)-37-01/2022(W)) and (08(i)-38-01/2022(W))

On 23 February 2022, the Notice of Motion came up for Case Management and the Court had
directed the followings:

1. MIB to file their Affidavit;

2. KSFI and KSB to file their Affidavit; and

3. Parties to file their respective Written Submissions, Bundle of Authorities, Common Core
Bundle of Document and Executive Summary (if required).

On 19 July 2022, the Company filed Notices of Discontinuance in respect of the Motions for Leave
to Appeal to the Federal Court.

KHEE SAN BERHAD AND KHEE SAN FOOD INDUSTRIES SDN BHD -V- STANDARD
CHARTERED BANK MALAYSIA BERHAD (WA-22NCC-309-07/2020)

On 17 July 2020, the Company and KSFI filed a Writ of Summons against Standard Chartered
Bank Malaysia Berhad (“Defendant”) together with a Statement of Claim with details as follows:

Damages for negligence;

Interest;

Costs; and

Any further relief as the Court deems fit and proper.

P =

The case was struck out by the Court on 25 February 2021.
Notice of Appeal (W-02(IM)(NCC)-491-03/2021)

On 8 March 2021, the Plaintiff filed Notice of Appeal. On 15 December 2021, the Court of Appeal
dismissed the appeal.
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Vi)

vii)

STANDARD CHARTERED BANK MALAYSIA BERHAD -V- KHEE SAN BERHAD AND KHEE
SAN FOOD INDUSTRIES SDN BHD (WA-22NCC-589-11/2020)

On 3 December 2020, the Company and KSFlreceived a sealed copy of Writ and Statement of Claim
filed by Standard Chartered Bank Malaysia Berhad (“Plaintiff’) with details as follows:

a) the sum of RM8,268,669.88 as at 30 September 2020 with interest thereon at the rate of 6.7%
per annum, calculated on daily basis, from 1 October 2020 until date of full payment;

b) the sum of RM6,703.54 with interest thereon at 5% per annum from date hereof until date of
full payment;

c) coston a solicitor-client and full indemnity basis; and

d) such further and/or other relief as the Court deems fit.

Notice of Appeal (W-02(IM)(NCC)-1307-07/2021) and (W-02(IM)(NCC)-1308-07/2021)

On 20 August 2021, the Defendant filed Notice of Appeal. On 15 December 2021, the Court of
Appeal dismissed the appeal.

Federal Court Motion (08(i)-46-01/2022(W)), (08(i)-52-01/2022(W)) and (08(i)-53-01/2022(W))

On 23 February 2022, the Notice of Motion came up for Case Management and the Court directed
the followings:

1. Plaintiff to file their Affidavit;

2. KSFI and KSB to file their Affidavit; and

3. Parties to file their respective Written Submissions, Bundle of Authorities, Common Core
Bundle of Document and Executive Summary (if required).

On 19 July 2022, the Company filed Notices of Discontinuance in respect of the Motions for Leave
to Appeal to the Federal Court.

KHEE SAN BERHAD AND KHEE SAN FOOD INDUSTRIES SDN BHD -V- UNITED OVERSEAS
BANK (MALAYSIA) BERHAD (WA-22NCC-396-08/2020)

On 25 August 2020, the Company and KSFI filed a Writ of Summon and Statement of Claim against
United Overseas Bank (Malaysia) Berhad (“Defendant”). The details of the Writ of Summon and
Statement of Claim are as follows: -

1. That the sums due to the Defendant be set off in totality or the fictitious portion be omitted
from repayment as the Court directs;

2. A sum of RM114,000,000.00 which is equivalent to RM1.00 to every shareholder of the 1st
Plaintiff be paid by the Defendant as damages;

3. Additional damages of RM140,000,000.00 for the damage caused to the Plaintiffs in terms of
operations and revenue loss including reputational damage to the Plaintiffs and their brands.

4. General damages of RM150,000,000.00 to be assessed by the Court;

5. Interest at the rate of 4% on the amounts in paragraph (1), (2), (3), (4) and/or (5) above from
the date of this claim to full satisfaction;

6. Costs; and

7. Such further and/or other relief deemed fit and appropriate by the Court.

The case was struck out by the Court on 27 May 2021.
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vii)

viii)

KHEE SAN BERHAD AND KHEE SAN FOOD INDUSTRIES SDN BHD -V- UNITED OVERSEAS
BANK (MALAYSIA) BERHAD (WA-22NCC-396-08/2020) (Cont’d.)

Notice of Appeal (W-02(IM)(NCC)-1118-06/2021) and (W-02(IM)(NCC)-1121-06/2021)

On 31 May 2021, the Plaintiff filed Notice of Appeal. On 15 December 2021, the Court of Appeal
dismissed the appeal.

Federal Court Motion (08(i)-44-01/2022(W)) and (08(i)-45-01/2022(W))

On 23 February 2022, the Notice of Motion came up for Case Management and the Court directed
the followings:

1. Defendant to file their Affidavit;

2. KSFIl and KSB to file their Affidavit; and

3. Parties to file their respective Written Submissions, Bundle of Authorities, Common Core
Bundle of Document and Executive Summary (if required).

On 19 July 2022, the Company filed Notices of Discontinuance in respect of the Motions for Leave
to Appeal to the Federal Court.

KHEE SAN FOOD INDUSTRIES SDN BHD -V- WONDER FOOD SDN BHD (WA-22NCC- 402-
08/2020)

On 26 August 2020, KSFI filed a Writ of Summon and Statement of Claim against Wonder Food
Sdn Bhd for the outstanding trade debt amounted to RM35,980,745.87.

The case was struck out by the Court on 24 February 2021.
Notice of Appeal (W-02(IM)(NCC)-402-02/2021)
On 24 February 2021, the Plaintiff filed Notice of Appeal.

On 8 December 2021, the Court of Appeal dismissed the appeal by the Plaintiff and upheld the
decision of the High Court allowing Wonder Food Sdn Bhd to strike out Plaintiff's statement of
claim.

KHEE SAN BERHAD AND KHEE SAN FOOD INDUSTRIES -V- OCBC AL-AMIN BANK
BERHAD (WA-22M-310-08/2020)

KHEE SAN BERHAD AND KHEE SAN FOOD INDUSTRIES -V- OCBC BANK (MALAYSIA)
BERHAD (WA-22NCC-401-08/2020)

On 26 August 2020, the Company and KSFI filed a Writ of Summon and Statement of Claim against
OCBC Al-Amin Bank Berhad and OCBC Bank (Malaysia) Berhad (“collectively known as OCBC”)
on behalf of the Company and Khee San Food Industries Sdn Bhd. The details of the Writ of
Summon and Statement of Claim are as follows: -

1. That the sums due to the Defendant, OCBC, be set off in totality or the fictitious portion be
omitted from repayment as the Court directs;

2. A sum of RM114,000,000.00 which is equivalent to RM1.00 to every shareholder of the 1st
Plaintiff be paid by the Defendant as damages;

3. Additional damages of RM140,000,000.00 for the damage caused to the Plaintiffs in terms of
operations and revenue loss including reputational damage to the Plaintiffs and their brands;
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iX)

KHEE SAN BERHAD AND KHEE SAN FOOD INDUSTRIES -V- OCBC AL-AMIN BANK
BERHAD (WA-22M-310-08/2020)

KHEE SAN BERHAD AND KHEE SAN FOOD INDUSTRIES -V- OCBC BANK (MALAYSIA)
BERHAD (WA-22NCC-401-08/2020) (Cont’d.)

On 26 August 2020, the Company and KSF filed a Writ of Summon and Statement of Claim against
OCBC Al-Amin Bank Berhad and OCBC Bank (Malaysia) Berhad (“collectively known as OCBC”)
on behalf of the Company and Khee San Food Industries Sdn Bhd. The details of the Writ of
Summon and Statement of Claim are as follows: - (Cont'd.)

General damages of RM150,000,000.00 to be assessed by the Court;
Interest at the rate of 4%;

Costs; and

Such further and/or other relief deemed fit and appropriate by the Court.

No ok

The case was struck out by the Court on 30 March 2021 and 25 February 2021 respectively.
Notice of Appeal (W-02(IM)(MUA)-693-04/2021) and (W-02(IM)(MUA)-689-04/2021)

On 2 April 2021, the Plaintiff filed Notice of Appeal. On 15 December 2021, the Court of Appeal
dismissed the appeal.

Notice of Appeal (W-02(IM)(NCC)-454-03/2021) and (W-02(IM)(NCC)-453-03/2021)

On 3 March 2021, the Plaintiff filed Notice of Appeal. On 15 December 2021, the Court of Appeal
dismissed the appeal.

Federal Court Motion (08(i)-41-01/2022(W)), (08(i)-42-01/2022(W)), (08(i)-43-01/2022(W)) and
(08(i)-50-01/2022(W))

On 23 February 2022, the Notice of Motion came up for Case Management and the Court directed
the followings:

1. OCBC to file their Affidavit;

2. KSFIl and KSB to file their Affidavit; and

3. Parties to file their respective Written Submissions, Bundle of Authorities, Common Core
Bundle of Document and Executive Summary (if required).

On 19 July 2022, the Company filed Notices of Discontinuance in respect of the Motions for Leave
to Appeal to the Federal Court.
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X)

Xi)

KHEE SAN BERHAD AND KHEE SAN FOOD INDUSTRIES SDN BHD -V- BANK OF CHINA
(MALAYSIA) BERHAD (WA-22NCC-466-09/2020)

On 25 September 2020, the Company announced that the Company and KSFI, had filed a Writ of
Summon and Statement of Claim against BOC.

The case was struck out by the Court on 2 March 2021.
Notice of Appeal (W-02-(IM)(NCC)-463-03/2021)

On 4 March 2021, the Plaintiff filed Notice of Appeal. On 15 December 2021, the Court of Appeal
dismissed the appeal.

KHEE SAN FOOD INDUSTRIES SDN BHD -V- BANK OF CHINA (MALAYSIA) BERHAD (WA-
24NCC-382-09/2021)

On 27 August 2021, BOC issued a notice pursuant to Section 466(1)(a) of the Companies Act,
2016 and has given 21 days’ notice to make payment pursuant to a consent judgment dated 5
December 2019. The Company has filed a fortuna injunction application to injunct BOC to file a
winding up petition.

On 10 September 2021, the Court dismissed the aforesaid application.
Federal Court Motion (08(i)-51-1/2022(W))

On 23 February 2022, the Notice of Motion came up for Case Management and the Court had
directed the followings:

1. KSFI and KSB to file their Affidavit; and
2. Parties to file their respective Written Submissions, Bundle of Authorities, Common Core
Bundle of Document and Executive Summary (if required).

On 20 April 2022, the Company filed Notices of Discontinuance in respect of the Motions for Leave
to Appeal to the Federal Court.

KHEE SAN BERHAD AND KHEE SAN FOOD INDUSTRIES SDN BHD -V- DATO’ SRI LIEW
YEW CHUNG (WA-22NCC-468-09/2020)

On 28 September 2020, the Company announced that the Company and KSFI, had filed a Writ of
Summon and Statement of Claim against Dato’ Sri Liew Yew Chung (“Defendant”).

The Writ of Summon and Statement of Claim was filed as the Plaintiffs, the Company and KFSI,
had recently uncovered a fraudulent scheme perpetrated primarily by the Defendant during the
period 1 October 2018 to 4 July 2019 by reason of the Defendant’s ability to control or dictate the
business and financial operations of the Plaintiffs. The Defendant was during the Review Period,
designated as chairman, non-independent and non-executive director of the Company and KSFI.

The details of the Writ of Summon and Statement of Claim are as follows: -

1. A declaration that the Defendant is liable to account as constructive trustee to the Plaintiffs for
the sum of RM20,060,000 or such other sum as the Court thinks fit on the grounds of breach
of fiduciary duty /breach of trust;

2. An order that the Defendant pay to KSFI a sum of RM20,060,000 or such other sum as the
Court think fit;
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35. Material litigation (Cont’d.)

Xi)

Xii)

KHEE SAN BERHAD AND KHEE SAN FOOD INDUSTRIES SDN BHD -V- DATO’ SRI LIEW
YEW CHUNG (WA-22NCC-468-09/2020) (Cont’d.)

The details of the Writ of Summon and Statement of Claim are as follows: - (Cont’d.)

3. An order that the Defendant indemnify the Plaintiffs for any sums of money that the Plaintiffs
has to pay to various banks by for the various drawdown pursuant to the fraudulent scheme;
Damages:

Interest at such rate and for such period as the Court thinks fit;

Costs; and

Any further or other relief that the Court thinks fit.

No ok

On 11 August 2022, the Company solicitors filed an application to discharge themselves from
representing the Company in this legal proceeding.

The next case management for the discharge application has been fixed on 16 November 2022.

KHEE SAN BERHAD AND KHEE SAN FOOD INDUSTRIES SDN BHD -V- LONDON BISCUIT
BERHAD (WA-28PW-442-11/2020)

LONDON BISCUIT BERHAD -V- KHEE SAN BERHAD AND KHEE SAN FOOD INDUSTRIES
SDN BHD (WA-28PW-186-06/2021) and (W-02(A)-931-05/2021)

On 23 November 2020, the Company and KSFI filed an application for leave via notice of motion
to seek the following orders:

1. that leave be granted to the Applicants to commence proceedings against London Biscuits
Berhad (“LBB”);

2. costs; and

3. any other or further Orders which the Court deems fit and appropriate.

The grounds in support of the application are as follows:

1.  The Applicants have commenced legal proceedings vide Kuala Lumpur High Court Civil Suit
No.: WA-22NCC-468-09/2020 (“the KL Suit”) against the Applicant’s former director, Dato’ Sri
Liew Yew Chung (“Liew”) for inter alia breach of trust, breach of duties owed to the Applicants
set out in Sections 213 to 220 of the Companies Act, 2016 and breach of fiduciary duties owed
to the Applicants by inter alia:

1.1 causing or procuring the issuance of fictitious sales invoices to purported customers of
Khee San Food Industries Sdn Bhd and fictitious delivery orders and causing or
procuring the same to be presented to various banks for drawdown;

1.2 causing or procuring fictitious sales invoices amounting to RM39,454,484.00 to
customers of Khee San Food Industries Sdn Bhd and the corresponding fictitious
delivery orders and causing or procuring the same to be presented to various banks for
drawdown.
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Xii)

KHEE SAN BERHAD AND KHEE SAN FOOD INDUSTRIES SDN BHD -V- LONDON BISCUIT
BERHAD (WA-28PW-442-11/2020) (Cont’d.)

LONDON BISCUIT BERHAD -V- KHEE SAN BERHAD AND KHEE SAN FOOD INDUSTRIES
SDN BHD (WA-28PW-186-06/2021) and (W-02(A)-931-05/2021) (Cont’d.)

The grounds in support of the application are as follows: (Cont'd.)

2.

Itis also the Applicants’ pleaded case in the KL Suit that Liew had siphoned monies amounting
to RM85,191,000.00 at various time (between 1.10.2018 and 4.7.2019) (“the Period”) from
Khee San Food Industries Sdn Bhd to LBB;

At the material time when Liew siphoned the monies to LBB, Liew was the directing mind and
will of LBB as well as the directing mind and will of LBB in relation to LBB’s receipt of the
monies amounting to RM85,191,000.00 that was transferred from Khee San Food Industries
Sdn Bhd to LBB in the Period and no one else;

Liew’s knowledge that the monies amounting to RM85,191,000.00 that was transferred from
Khee San Food Industries Sdn Bhd to LBB was carried out in breach of Liew’s duties owed to
the Applicants and/or in breach of trust and/or part of Liew’s fraudulent scheme is attributed
to LBB;

LBB is liable to the Applicants for knowing receipt;

LBB is liable to account to Khee San Food Industries Sdn Bhd for the sum of RM85,191,000.00
as constructive trustee on the ground of knowing receipt;

The remedy sought by the Applicants against LBB is a proprietary remedy;

The Applicants have to commence a civil suit against LBB as the relief sought for cannot be
obtained by filing a proof of debt; and

Whether the Applicants are entitled to the relief sought for involves complex issues of law and
fact that can only be adequately dealt with in a writ action.

The Court of Appeal dismissed LBB'’s appeal on 28 February 2022 and affirmed the High Court’s
decision to grant leave to Applicants to commence action against LBB.
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xiii)

KHEE SAN FOOD INDUSTRIES SDN BHD -V- MEGA GLOBAL CONFECTIONARY SDN BHD
AND MOHANADAS A/L K.P. BALAN AND EDWARD TAN JUAN PENG (WA-241P-5-03/2022)

On 3 March 2022, the Company (“Plaintiff”) filed a Originating Summons against Mega Global
Confectionary Sdn. Bhd. (“1st Defendant’), Edward Tan Juan Peng (“2" Defendant”) and
Mohanadas A/L K.P. Balan (“3 Defendant”) in relation to a purported assignment of all trademarks
owned by the Plaintiff to the 15t Defendant via an assignment agreement dated 14 January 2020.
The details are as follows:

The Plaintiff is seeking the following reliefs:

1. A declaration that the assignment agreement is void and has no legal effect;

2. A declaration that the Plaintiff remains the registered proprietor of the trademarks in the
assignment agreement and the common law and beneficial owner of the trademark

3. An injunction to retrain the Defendants from:

a. presenting, submitting or filling the assignment agreement with MylPO or any
trademark registry outside Malaysia;
b. applying, recording, entering or taking any steps to apply, record or enter 15t Defendant

as assignee or subsequent owner of Plaintiff's Trademarks in MylPO or any other
trademark registry outside Malaysia

c. doing any acts in respect of the Plaintiff's Trademarks in any manner which is
inconsistent or interferes with the Plaintiff's exclusive rights, title and interest in the
Plaintiffs Trademarks

d. applying to register, register or obtaining for its benefit any trademark which is identical
or similar to the Plaintiff's Trademarks or any trademarks belonging to the Plaintiff in
Malaysia or elsewhere

4. Aninjunction to compel the Defendants or their directors, officers, servants or agents to deliver
up any and all documents relating to the Plaintiff's Trademarks.

The Plaintiff had obtained an ex-parte interlocutory injunction Order dated 23 March 2022 to restrain
the Defendants from doing the acts in paragraph 3 above. Subsequently, the Plaintiff obtained an
ad-interim Order dated 6 April 2022 on the same terms as per the ex-parte Order pending disposal
of the inter-partes interlocutory.

On 15 August 2022, an interlocutory injunction was obtained to prevent the execution of the
assignment agreement.

On 6 September 2022, this matter came up for Case Management and the Plaintiff had recorded a
consent judgement with the following terms:

Parties shall not enforce the Assignment Agreement;
The Originating Summons be struck off;

No order as to costs;

Parties are at no liberty to file afresh; and

The interim Order dated 15 August 2022 be set aside.

aoRrwb =

The case was struck out by the Court on 6 September 2022.
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STATEMENT BY

DIRECTORS
PURSUANT TO SECTION 251(2) OF THE COMPANIES ACT, 2016

We, Edward Tan Juan Peng and Mohanadas A/L K.P. Balan, being two of the directors of Khee San Berhad,
do hereby state that, in the opinion of the directors, the financial statements set out on pages 10 to 95 are
drawn up in accordance with Malaysian Financial Reporting Standards, International Financial Reporting
Standards and the requirements of the Companies Act, 2016 in Malaysia so as to give a true and fair view of
the state of affairs of the Group and of the Company at 30 June 2022 and of the results and the cash flows of
the Group and of the Company for the financial year ended on that date.

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

Edward Tan Juan Peng

Mohanadas A/L K.P. Balan

Kuala Lumpuir,
Date: 27 October 2022
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STATUTORY

DECLARATION
PURSUANT TO SECTION 251(1)(B) OF THE COMPANIES ACT, 2016

I, Edward Tan Juan Peng, NRIC 730831-01-6711, being the officer primarily responsible for the financial
management of Khee San Berhad, do solemnly and sincerely declare that the financial statements set out on
pages 10 to 95, to the best of my knowledge and belief, are correct.

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

Subscribed and solemnly declared at Kuala Lumpur on 27 October 2022.

Edward Tan Juan Peng

Before me

Datin Hjh Raihela Wanchik (W-275)
Commissioner for Oaths
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ADDITIONAL COMPLIANCE
INFORMATION

SHARE BUY-BACK

There was no share buy-back of the Company’s share during the financial year under review.

NON-AUDIT FEES

During the financial year, the amount of audit and non-audit fees paid or payable to the External Auditors, Messrs. Kreston
John & Gan by the Company and the Group respectively were as follows:

Company Group

(RM) (RM)

Statutory audit fees 30,000 101,500
Non-audit fees 13,000 13,000

DEPOSITORY RECEIPT PROGRAMME

During the financial year under review, the Company did not sponsor any Depository Receipt Programme.

OPTIONS, WARRANT OR CONVERTIBLE SECURITIES

There were no options, warrants or convertible securities issued to any parties during the financial year under review.

MATERIAL CONTRACTS

The Board is not aware of any material contracts entered into by the Company (not being contracts entered into in the
ordinary course of business of the Company) involving the Directors and Major Shareholders for the financial year under
review.

REVALUATION POLICY

The Group adopts a policy to revalue at a regular interval of at least once in every five (5) years for its landed properties
with additional valuations in the intervening years where market conditions indicate that the carrying values of the revalued
land and buildings materially differ from the market value. The last revaluation of the properties was made on 28 June
2019.

RECURRENT RELATED PARTY TRANSACTIONS OF REVENUE OR TRADING NATURE

There were no RRPT of a revenue nature between the Group and its related parties during the financial year under review.

EMPLOYEES’ SHARE OPTION SCHEME (“ESOS”)

The ESOS had expired on 20 November 2020 and there is no further extension or renewal.

IMPOSITION OF SANCTIONS AND/OR PENALTIES

On 29 June 2022, Bursa Malaysia Securities Berhad (“Bursa Securities”) had publicly reprimanded the Company and 9
of its directors for breaches of the Bursa Securities Main Marker Listing Requirements. In addition, the 9 directors were
fined a total of RM885,000.
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LIST OF PROPERTIES

OF THE GROUP
AS AT 30 JUNE 2022

Year of
Revaluation*
(Acquisition)

Location

Postal
Address

Tenure & Usage
(Approx. age of

buildings)
(Years)

Land Area
(sq.m)

Description

Net Book
Value as at
30 June 2022
(RM)

KHEE SAN FOOD INDUSTRIES SDN BHD
Lot Nos. 181910 Lots 181910 1824, Freehold
1824 & 1832, Jalan Kolgj,
2019 Mukim & District of 43300 Seri Kembangan, | Own Use Factory and
(1982) Petaling Selangor Darul Ehsan 22,881.48 office 43,101.917
Selangor Darul Ehsan (34 to 54 years)
GM 461, Lot No. 14254, | No. CS-16A, Freehold 1 unit of
Mukim & District of Jalan Jinma 1, semipermanent
2019 Petaling, Taman Jinma, Workers’ Hostel 416.84 single storey 400,000
(1993 - 1996) | Selangor Darul Ehsan 43300 Seri Kembangan, ' semi-detached '
Selangor Darul Ehsan (44 to 49 years) house with 2
sections
GM 904, Lot No. 30731, | No. CS-30A, Freehold
2019 Mukim & District of Jalan Jinma 3, 1 unit of
(1993 - 1996) Petaling, Taman Jinma, Workers’ Hostel 531.13 semipermanent 504,761
Selangor Darul Ehsan 43300 Seri Kembangan, single storey
Selangor Darul Ehsan (44 to 49 years)
GM 68, Lot No. 14241 No. CS-41A & 41B, Freehold 1 unit of
Mukim & District of Jalan Jinma 3, semipermanent
2019 Petaling, Taman Jinma, Workers’ Hostel 19818 single storey 835249
(1993 - 1996) | Selangor Darul Ehsan 43300 Seri Kembangan, ' semi-detached '
Selangor Darul Ehsan (44 to 49 years) house with 2
sections
GM 902, Lot 30729 No. CS-43A, Freehold 1 unit of
Mukim & District of Jalan Jinma 3, semipermanent
2019 Petaling, Taman Jinma, Workers’ Hostel 4314 single storey 426,085
(1993 - 1996) | Selangor Darul Ehsan 43300 Seri Kembangan, ' semi-detached '
Selangor Darul Ehsan (43 to 48 years) house with 2
sections
TOTAL | 45,868,012
Note:

Revalued by Independent Professional Valuer
* The last Revaluation of the Properties was performed on 28 June 2019
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ANALYSIS OF
SHAREHOLDINGS

AS AT 6 OCTOBER 2022

Number of Shares Issued : 137,280,000

Voting rights : One vote for one ordinary share
No. of Shareholders : 2,343

DISTRIBUTION OF SHAREHOLDINGS

NO. OF NO. OF
CATEGORY HOLDERS % SHARES %
Less than 100 169 7.21 2,736 0.00
100 - 1,000 shares 344 14.68 165,488 0.12
1,001 - 10,000 shares 1,118 47.72 4,965,359 3.62
10,001 - 100,000 shares 584 24.93 20,847,517 15.19
100,001 to less than 5% of issued shares 125 5.33 62,766,600 45.72
5% and above of issued shares 3 0.13 48,532,300 35.35
TOTAL 2,343 100.00 137,280,000 100.00
THIRTY (30) LARGEST SHAREHOLDERS
NO. OF

NO. NAME OF SHAREHOLDER SHARES %
1 DATO’ MOHAMAD RAZALI BIN MOHAMAD RAHIM 22,880,000 16.67
2 DATO' DR NG MENG KEE 17,052,300 12.42
3 KOH CHEE MENG 8,600,000 6.26
4 KOH LIAN JIE 4,575,100 3.33
5 SIOW YEOW HEW 2,680,000 1.95
6 LIANG CHIANG HENG 2,556,000 1.86
7 LIM SOK HUEY 2,434,200 1.77
8 KENANGA NOMINEES (TEMPATAN) SDN BHD 2,360,000 1.72

BENEFICIARY: RAKUTEN TRADE SDN BHD FOR BEH SUI LOON
9 TEE YEOW 2,337,200 1.70
10 KOH AH KUAN 2,284,800 1.66
11 CGS-CIMB NOMINEES (TEMPATAN) SDN BHD 2,050,900 1.49

BENEFICIARY: PLEDGED SECURITIES ACCOUNT FOR PHANG CHET PING

(MY0322)

12 YEOH KEAN BENG 1,900,000 1.38
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ANALYSIS OF SHAREHOLDINGS
AS AT 6 OCTOBER 2022

(cont’d)
THIRTY (30) LARGEST SHAREHOLDERS (CONT’D)
NO. OF

NO. NAME OF SHAREHOLDER SHARES %
13 TAN LAM MOOI 1,800,000 1.31
14 TEM TEM SONG 1,511,700 1.10
15 LIEW SWEE MIO @ LIEW HOI FOO 1,300,700 0.95
16 KUSOO LIH 1,250,000 0.91
17 MAYBANK NOMINEES (TEMPATAN) SDN BHD

BENEFICIARY: PLEDGED SECURITIES ACCOUNT FOR BEH KIM LING 1,210,000 0.88
18  EIK CHU YEW 1,061,000 0.77
19 YEOH WEI CHIEH 971,100 0.71
20  MAYBANK NOMINEES (TEMPATAN) SDN BHD

BENEFICIARY: WAN TIMUN 932,100 0.68
21 GAN THENG PUAT @ YEOW THENG PUAT 836,700 0.61
22 PHANG CHET PING 780,200 0.57
23 CHUNG BELLENE 732,100 0.53
24 KUAH SOO HOON 710,000 0.52
25  TEM KOK LEONG 704,300 0.51
26 NG HOCK CHUAN 700,000 0.51
27 APEX NOMINEES (TEMPATAN) SDN BHD

BENEFICIARY: PLEDGED SECURITIES ACCOUNT FOR LEE CHEE KEONG (STA 5) 699,000 0.51
28  CHUA SIA HONG 670,000 0.49
29  KENANGA NOMINEES (TEMPATAN) SDN BHD 667,400 0.49

BENEFICIARY: RAKUTEN TRADE SDN BHD FOR TAN JOON MIN
30 OOl LEE PENG 661,700 0.48

TOTAL 88,908,500 64.76
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ANALYSIS OF SHAREHOLDINGS
AS AT 6 OCTOBER 2022
(cont’d)

SUBSTANTIAL SHAREHOLDERS

SHAREHOLDINGS

Direct Deemed
Interest % interest

1 DATO’ MOHAMAD RAZALI BIN
MOHAMAD RAHIM 22,880,000 16.67 -
2 DATO’ DR NG MENG KEE 17,052,300 12.42 -
3 KOH CHEE MENG 8,600,000 6.26 -

DIRECTORS’ SHAREHOLDINGS

SHAREHOLDINGS

Direct Deemed

Interest % interest

1 EDWARD TAN JUAN PENG - - -
2 DATO’ MOHAMAD RAZALI BIN

MOHAMAD RAHIM 22,880,000 16.67 -

3 DATO’ HJ. MOHD ARIS BIN RAMLI - - -

4 PROF. DR. HJ. MOHD AMY AZHAR
BIN MOHD HARIF - - -

5 MOHANADAS A/L K.P.BALAN - - —
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NOTICE OF 27TH
ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN THAT the 27th Annual General Meeting (“AGM”) of KHEE SAN BERHAD (“the Company”) will be
held as a fully virtual meeting on Friday, 9 December 2022 at 11.00 a.m., or any adjournment thereof via livestream and online
remote voting using Remote Participation and Voting (“RPV”) facilities via Vote2U at https://web.vote2u.my (Domain registration
number with MYNIC DB6A471702) for the following purposes:

AGENDA

AS ORDINARY BUSINESS

1.

To receive the Audited Financial Statements for the financial year ended 30 June 2022
together with the Reports of the Directors and Auditors thereon.

To approve the payment of Directors’ Fees and benefits payable up to an amount of
RM300,000 for the period from the date of this 27th AGM until the next AGM of the Company
in 2023.

To re-elect Prof. Dr. Hj. Mohd Amy Azhar Bin Mohd Harif, who retires in accordance with
Article 120 of the Company’s Constitution and being eligible, has offered himself for re-
election.

To re-elect Mr Mohanadas A/L K.P.Balan , who retires in accordance with Article 120 of the
Company’s Constitution and being eligible, has offered himself for re-election.

To re-elect Dato’ Mohamad Razali Bin Mohamad Rahim, who retires in accordance with
Article 125 of the Company’s Constitution and being eligible, has offered himself for re-
election.

To re-appoint Messrs Kreston John & Gan (AF 0113) as Auditors of the Company and to
authorise the Directors to fix their remuneration.

AS SPECIAL BUSINESS

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

7.

ORDINARY RESOLUTION - AUTHORITY UNDER SECTIONS 75 AND 76 OF
THE COMPANIES ACT 2016 FOR THE DIRECTORS TO ALLOT AND ISSUE
SHARES

“THAT subject always to the Companies Act, 2016 (“the Act”), the Constitution of the
Company and approvals from Bursa Malaysia Securities Berhad (“Bursa Securities”) and any
other governmental/ regulatory authorities, the Directors of the Company be and are hereby
empowered, pursuant to Sections 75 and 76 of the Act, to issue shares in the Company at
any time and upon such terms and conditions and for such purposes as the Directors of the
Company may, in their absolute discretion, deem fit provided that the aggregate number of
shares to be issued pursuant to this resolution does not exceed 10% of the total number of
issued shares of the Company at the time of submission to the authority and shall continue
to be in force until the conclusion of the next Annual General Meeting of the Company.

AND THAT pursuant to Section 85 of the Act read together with Article 16 of the Constitution
of the Company, approval be and is hereby given to waive the statutory pre-emptive rights
of the shareholders of the Company to be offered new shares ranking equally to the existing
issued shares arising from any issuance of new shares pursuant to Sections 75 and 76 of
the Act.”

To transact any other business for which due notice shall have been given.

(Refer to
Explanatory Notes)

RESOLUTION 1

RESOLUTION 2

RESOLUTION 3

RESOLUTION 4

RESOLUTION 5

RESOLUTION 6
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NOTICE OF 27TH ANNUAL GENERAL MEETING
(cont’d)

BY ORDER OF THE BOARD

SIEW SUET WEI (MAICSA 7011254)
SSM PC No. 202008001690

LIM YEN TENG (LS0010182)
SSM PC No. 201908000028
Company Secretaries

Kuala Lumpur
Date: 31 October 2022

Notes:

1.

For the purpose of determining a member who shall be entitled to attend, speak and vote at the 27th AGM, the Company
shall be requesting the Record of Depositors as at 2 December 2022. Only a depositor whose name appears on the
Record of Depositors as at 2 December 2022 shall be entitled to attend the said meeting or appoint proxies to attend,
speak and vote on his/her behalf.

A member may appoint up to two (2) proxies who need not be members of the Company to attend, speak and vote at
the same meeting. Where a member appoints two (2) proxies, the appointment shall be invalid unless he/she specifies
the proportion of his/her holdings to be represented by each proxy.

Where a member is an authorised nominee as defined under the 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.

Where a member of the company is an exempt authorised nominee which holds ordinary shares in the company for
multiple beneficial owners in one securities account (“omnibus account”), there is no limit to the number of proxies
which the exempt authorized nominee may appoint in respect of each omnibus account it holds.

The instrument appointing a proxy, in the case of an individual, shall be signed by the appointer or by his attorney duly
authorised in writing, and in the case of a corporation, shall be executed under its Common Seal or under the hand of
an officer or attorney of the corporation duly authorised.

The duly completed and executed Proxy Form must be deposited at the Company’s Registered Office at 5-9A, The
Boulevard Offices, Mid Valley City, Lingkaran Syed Putra, 59200 Kuala Lumpur not less than forty-eight (48) hours before
the time set for holding the meeting or any adjournment thereof.

EXPLANATORY NOTES

7.

Audited Financial Statements for the financial year ended 30 June 2022

This Agenda item is meant for discussion only as under the provisions of Section 340(1)(a) of the Companies Act 2016,
the audited financial statements do not require the approval of the shareholders. As such, this matter will not be put
forward for voting.

Ordinary Resolution No. 1

Pursuant to Section 230(1) of the Companies Act 2016, the shareholders’ approval is sought for the proposed payment of
Directors’ Fees for financial year ended 30 June 2023 and Benefits to the Directors. The calculation of the benefits which
include meeting allowance is based on the estimated number of scheduled and/or special Board and Board Committees’
meetings and on the assumption that the number of Directors in office until the next AGM remains the same.



10.

11.
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NOTICE OF 27TH ANNUAL GENERAL MEETING
(cont’d)

Ordinary Resolutions No. 2,3 & 4

Article 120 of the Company’s Constitution provides that an election of Directors shall take place each year at the annual
general mesting of the Company where one third (1/3) of the Directors for the time being, or, if their number is not three
(8) or a multiple of three (3), then the number nearest to one third (1/3) shall retire from office and be eligible for re-election.
PROVIDED ALWAYS THAT all Directors shall retire from office once at least in each three (3) years but shall be eligible for
re-election. The retiring Directors, Prof. Dr. Hj. Mohd Amy Azhar Bin Mohd Harif and Mr Mohanadas A/L K.P.Balan are
standing for re-election as Directors and being eligible, have offered themselves for re-election.

Article 125 of the Company’s Constitution provides that any Director appointed as an addition to the existing board of
Directors shall hold office only until the next following annual general meeting and shall then be eligible for re-election but
shall not be taken into account in determining the Directors who are to retire by rotation at that meeting. Dato’ Mohamad
Razali Bin Mohamad Rahim was appointed as Director on 15 April 2022.

The profiles of the Directors standing for re-election are set out in the Annual Report 2022.

Ordinary Resolution No. 5

The Board had approved the recommendation by the Audit Committee on the re-appointment of Messrs Kreston John
& Gan as Auditors of the Company. Messrs Kreston John & Gan had met the criteria prescribed under the Paragraph
15.21 of the MMLR and indicated their willingness to continue their services for the next financial year.

Ordinary Resolution No. 6

The proposed Ordinary Resolution 6 is a renewal mandate of the general mandate for the issuance of shares by the
Company under Sections 75 and 76 of the Companies Act 2016.

The mandate, if passed, will give the Directors of the Company, the authority to issue and allot shares in the Company
up to an amount not exceeding 10% of the total number of issued shares of the Company for the time being for such
purposes as the Directors would consider to be in the best interest of the Company. This authority, unless revoked or
varied by the Company in a general meeting will expire at the conclusion of the next AGM of the Company.

Pursuant to the general mandate granted to the Directors at the 26th AGM held on 8 December 2021, the Company had
issued a total of 22,880,000 new ordinary shares at an issue price of RM0.105 each in the share capital of the Company
(“Private Placement”). The Private Placement has raised gross proceeds of approximately RM2.402 million.

STATEMENT ACCOMPANYING NOTICE OF 27TH ANNUAL GENERAL MEETING
(Pursuant to Paragraph 8.27(2) of the Main Market Listing Requirements of Bursa Malaysia Securities Berhad)

1.

Details of individual who are standing for election as Directors (excluding Directors standing for re-election)
No individual is seeking election as a Director at the 27th AGM of the Company.

General mandate for issue of securities in accordance with Paragraph 6.03 of the Listing Requirements of
Bursa Securities

The Company will seek shareholders’ approval on the general meeting for issue of securities in accordance with Paragraph
6.03(3) of the MMLR of Bursa Securities. Please refer to the proposed Ordinary Resolution 6 as stated in the Notice of
the 27th AGM of the Company for details.
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ADMINISTRATIVE
GUIDE

FOR SHAREHOLDERS

Date . Friday, 9 December 2022
Time : 11.00 a.m.

Meeting Venue : https://web.vote2u.my
Domain Registration . DBA471702

Numbers with MYNIC

In light of the coronavirus (COVID-19) outbreak, governmental decrees, and the encouragement of the Securities Commission
Malaysia, as well as in the best interest of public health and the health and safety of our Board of Directors, employees and
shareholders, the Annual General Meeting (“AGM”) will be held virtually and online remote voting using the Remote Participation
and Voting Facilities (‘RPV”).

We strongly encourage our shareholders whose names appear on the Record of Depositors as at 2 December 2022 and holders
of proxy for those shareholders to participate in the virtual AGM and vote remotely at this AGM. In line with the Malaysian Code
on Corporate Governance Practice 12.3, this virtual AGM will facilitate greater shareholder’s participation (including posting
questions to the Board of Directors and/or Management of the Company) and vote at the AGM without being physically present
at the venue. For shareholders who are unable to participate in this virtual AGM, you may appoint proxy(ies) or the Chairman
of the Meeting as your proxy to attend and vote on your behalf at the AGM.

Kindly note that the quality of the live streaming is highly dependent on the bandwidth and stability of the internet connection
of the participants (shareholders and proxies). Hence, you are to ensure that internet connectivity throughout the duration of
the meeting is maintained while using RPV provided by Agmo Digital Solutions Sdn. Bhd. (‘AGMO?”) via its Vote2U Online
website at https://web.vote2u.my

PROCEDURES TO PARTICIPATE IN RPV

Please follow the Procedure to Participate in RPV as summarized below:

BEFORE AGM DAY

A:  REGISTRATION

Individual Shareholders

Description Procedure

i Shareholders to register | The registration will open from the day of notice

with Vote2U online

a. Access website at https://web.vote2u.my

b. Click “Sign Up” to sign up as a user.

C. Read the ‘Privacy Policy’ and ‘Terms & Conditions’ and indicate your
acceptance of the ‘Privacy Policy’ and ‘“Terms & Conditions’ on a small box.
Then click “Next”.

d. *Fill-in your details (note: create your own password). Then click “Continue”.

e. Upload softcopy of your identification card (MYKAD) (front only) (for Malaysian)
or Passport (for non-Malaysian).

f. Click “Submit” to complete the registration

g. Your registration will be verified and an email notification will be sent to you.
Please check your email.
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Note:
If you have registered as a user with Vote2U Online previously, you are not required
to register again.

*Check your email address is keyed in correctly.
*Remember the password you have keyed-in.

B: REGISTER PROXY

Individual Shareholder / Corporate Shareholder / Nominees Company

Description

Procedure

i Submit Form of Proxy
(hardcopy)

The closing time to submit your hardcopy Form of Proxy is at Wednesday, 7
December 2022 on 11.00 a.m.

a. *Fill-in details on the hardcopy Form of Proxy and ensure to provide the
following information:
o] MYKAD (for Malaysian) / Passport (for non-Malaysian) number of the

Proxy

o] *Email address of the Proxy

b. Submit/Deposit the hardcopy Form of Proxy to the Company’s Registered
Office at 5-9A, The Boulevard Offices, Mid Valley City, Lingkaran Syed Putra,
59200 Kuala Lumpur.

Note:

After verification, an email notification will be sent to the Proxy and will be given a
temporary password. The Proxy could use the temporary password to log in to
Vote2U.

*Check the email address of Proxy is written down correctly.

Shareholders who appoint Proxy(ies) to participate the virtual AGM must ensure that the hardcopy Form of Proxy is
submitted not less than 48 hours before the time for holding the meeting or any adjourned meeting at which the person
named in the instrument proposes to vote and in default, the instrument of proxy shall not be treated as valid.

BEFORE AGM DAY

A:  WATCH LIVE STREAMING

Individual Shareholders & Proxies

Description

Procedure

i Login to virtual meeting
portal - Vote2U online &
watch Live Streaming.

The Vote2U online portal will open for log in starting from 10.00 a.m., Friday, 9
December 2022, one (1) hour before the commencement of the AGM.

Login with your email and password

Select the General Meeting event (for example, “ AGM”).
Check your details.

Click “Watch Live” button to view the live streaming.

coope
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B: ASK QUESTION

ANNUAL REPORT 2022

Individual Shareholders & Proxies

Description

Procedure

i Ask Question during
AGM (real-time)

Questions submitted online using typed text will be moderated before being
forwarded to the Chairman to avoid repetition. Every question and message wiill
be presented with the full name of the shareholder or proxy raising the question.

a. Click “Ask Question” button to post question(s).
b. Type in your question and click “Submit’.

The Chairperson / Board of Director will endeavor to respond to questions submitted
by remote shareholders and proxies during the AGM.

C: VOTING REMOTELY

Individual Shareholders & Proxies

Description

Procedure

i Online Remote Voting

Once the Chairman announces the opening of remote voting:

a. Click “Confirm Details & Start Voting”.

b. To vote, select your voting choice from the options provided. A confirmation
screen will appear to show your selected vote. Click “Next” to continue voting
for all resolutions.

C. To change your vote, click “Back” and select another voting choice.

d. After you have completed voting, a Voting Summary page appears to show
all the resolutions with your voting choices. Click “Confirm” to submit your
vote.

[Please note that you are not able to change your voting choices after you have
confirmed and submitted your votes.]
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ADDITIONAL INFORMATION

Voting Procedure

Pursuant to Paragraph 8.29A of the Main Market Listing Requirements of Bursa Malaysia Securities Berhad, voting at the AGM
will be conducted by poll. Poll administrator and Independent Scrutineers will be appointed to conduct the polling process and
verify the results of the poll respectively.

No Door Gift or e-Voucher or Food Voucher

There will be no door gift or e-Voucher or food voucher given at this AGM.

Enquiry

For enquiries relating to RPV facilities or issues encountered during registration, log in, connecting to the live streaming and
online voting facilities, please contact Vote2U helpdesk during office hours (9:00 a.m. to 5:00 p.m.) on Mondays to Fridays
(except public holidays) as follows:

Telephone Number: 03-7664 8520 / 03-7664 8521
Email: vote2u@agmostudio.com




This page has been intentionally left blank



Q. —

e R -

FORM OF PROXY

(Before completing this form please refer to the notes below)

KHEE SAN BERHAD
Registration No. 199401018697 (304376-A)
(Incorporated in Malaysia)

No. of shares held

CDS Account No.

I/We * NRIC/Passport/Registration No.*
(Full name in block)
of
(Address)
with email address mobile phone no.

being a member/members* of KHEE SAN BERHAD (“the Company”) hereby appoint(s):-

Full Name (in block) NRIC/Passport No. Proportion of
Shareholdings
No. of Shares %
Address
Email Address
Mobile Phone No.
and/or*
Full Name (in block) NRIC/Passport No. Proportion of
Shareholdings
No. of Shares %
Address
Email Address
Mobile Phone No.

or failing him/her, the Chairman of the Meeting as *my/our proxy/proxies to attend, speak and vote for *me/us and on my/our behalf at
the 27th Annual General Meeting (“AGM”) of the Company to be held as a fully virtual meeting on Friday, 9 December 2022 at 11.00 a.m.,
or any adjournment thereof via livestream and online remote voting using Remote Participation and Voting (“RPV”) facilities via Vote2U at
https://web.vote2u.my (Domain registration number with MYNIC D6A471702).

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

FIRST PROXY | SECOND PROXY

ORDINARY RESOLUTIONS For Against For Against

1.

To approve the payment of Directors’ Fees and benefits payable up to an amount of
RM300,000 for the period from the date of this 27th AGM until the next AGM of the
Company in 2023.

2. | To re-elect Prof. Dr. Hj. Mohd Amy Azhar Bin Mohd Harif who retires pursuant to Article
120 of the Company’s Constitution.

3. | To re-elect Mr Mohanadas A/L K.P.Balan who retires pursuant to Article 120 of the
Company'’s Constitution.

4. | To re-elect Dato’ Mohamad Razali Bin Mohamad Rahim who retires pursuant to Article
125 of the Company’s Constitution.

5. | To re-appoint Messrs Kreston John & Gan (AF 0113) as Auditors and to authorise the
Directors to fix their remuneration.

6. | Authority under Sections 75 And 76 of the Companies Act 2016 for the Directors to allot

and issue shares.

* delete whichever is not applicable.

Dated this day of 2022.

Signature of Member(s) / Common Seal

Notes:-

1.

For the purpose of determining a member who shall be entitled to attend, speak and vote at the 27th AGM, the Company shall be requesting the Record of Depositors
as at 2 December 2022. Only a depositor whose name appears on the Record of Depositors as at 2 December 2022 shall be entitled to attend the said meeting or
appoint proxies to attend, speak and vote on his/her behalf.

A member may appoint up to two (2) proxies who need not be members of the Company to attend, speak and vote at the same meeting. Where a member appoints
two (2) proxies, the appointment shall be invalid unless he/she specifies the proportion of his/her holdings to be represented by each proxy.

Where a member is an authorised nominee as defined under the 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.

Where a member of the company is an exempt authorised nominee which holds ordinary shares in the company for multiple beneficial owners in one securities account
(“omnibus account”), there is no limit to the number of proxies which the exempt authorized nominee may appoint in respect of each omnibus account it holds.
The instrument appointing a proxy, in the case of an individual, shall be signed by the appointer or by his attorney duly authorised in writing, and in the case of a
corporation, shall be executed under its Common Seal or under the hand of an officer or attorney of the corporation duly authorised.

The duly completed and executed Proxy Form must be deposited at the Company’s Registered Office at 5-9A, The Boulevard Offices, Mid Valley City, Lingkaran Syed
Putra, 59200 Kuala Lumpur not less than forty-eight (48) hours before the time set for holding the meeting or any adjournment thereof.
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