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CORPORATE PROFILE

Tek Seng Holdings Berhad (“TekSeng”) was incorporated in Malaysia under the Company Act, 1965 on 10 May 2002 as
a private limited company under the name of Tek Seng Holdings Sdn. Bhd. On 16 May 2003, it was converted to a
public limited company and assumed its present name. TekSeng was listed on the Second Board of Bursa Malaysia
Securities Berhad ("Bursa Securities") on 2 November 2004. On 22 September 2006, TekSeng was successful transferred
from the Second Board to the Main Board of Bursa Securities.

TekSeng is an investment holding company. Its subsidiaries are principally engaged in manufacturing and trading of
photovoltaic, polyvinyl chloride related products and PP non-woven products and letting of properties.

The Group has a track record of more than 30 years in the plastics industry with the late Loh Phah Seng @ Loh Boon
Teik as the original founder until 1989, when Loh Kok Beng, his eldest son took over the management of the business.
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AUDIT COMMITTEE
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STOCK EXCHANGE LISTING
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TEK SENG HOLDINGS BERHAD
(Company No. 579572-M)

( 233444-T )
DOUBLE GRADE NON-WOVEN INDUSTRIES SDN. BHD.

MANUFACTURING & LETTING OF PROPERTIES
100%

( 347584-P )

WANGSAGA INDUSTRIES SDN. BHD.
MANUFACTURING

100%

( 216849-M )

PELANGI SEGI SDN. BHD.
TRADING

100%

( 42879-T )

TEK SENG SDN. BHD.
TRADING

100%

( 920573-K )
TS SOLARTECH SDN. BHD.

MANUFACTURING 60%

CORPORATE STRUCTURE



4

Mr. Loh Kok Beng was appointed as a Director of Tek Seng Holdings Berhad on 16 August
2004. He is currently responsible for the Group financial and administrative affairs, and
development of the strategic business plans for the Group.

He graduated from Han Chiang High School in 1984 with Sijil Pelajaran Malaysia and has
approximately 27 years of working experience in the PVC based industry particularly in PVC
calendaring, printing and lamination.

He sits on the Board of several private limited companies.

He is the brother of Mr. Loh Kok Cheng, a Director and major shareholder and Madam Loh
Joo Eng, a Director of the Company. He does not have any conflict of interest in any
business arrangement involving the Company except as disclosed in the Financial Statements.

He attended all four Board Meetings held during the financial year ended 31 December
2011.

Mr. Loh Kok Cheng was appointed as a Director of Tek Seng Holdings Berhad on 16 August
2004.

He graduated from Chung Ling High School in 1985 and has 22 years of experience in plastics
industry. He is responsible for the operations of sales and marketing divisions and expansion of
the overseas market for the Group.

He sits on the Board of several private limited companies.

He is the brother of Mr. Loh Kok Beng, a Director and major shareholder and Madam Loh Joo
Eng, a Director of the Company. He does not have any conflict of interest in any business
arrangement involving the Company except as disclosed in the Financial Statements.

He attended all four Board Meetings held during the financial year ended 31 December 2011.

MR. LOH KOK BENG
Malaysian, 46 years of age

Executive Chairman

Member of Remuneration Committee

MR. LOH KOK CHENG
Malaysian, 45 years of age

Managing Director

DIRECTORS' PROFILE
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DR. KAMARUDIN BIN NGAH
Malaysian, 52 years of age
Independent Non-Executive Director
Chairman of Remuneration Committee
Member of Audit Committee
Member of Nomination Committee

MR. MOHAMED HANIFFAH
BIN S.M. MYDIN
Malaysian, 59 years of age

Independent Non-Executive Director
Chairman of Nomination Committee

Member of Remuneration Committee
Member of Audit Committee

Mr. Mohamed Haniffah Bin S.M. Mydin was appointed as a Director of Tek
Seng Holdings Berhad on 16 October 2006.

Mr. Mohamed Haniffah Bin S.M. Mydin started his career as an officer in
Koperasi Usaha Bersatu Malaysia Bhd in March 1981 and later was
promoted to Assistant Manager. In January 1983, Mr. Mohamed was
seconded to JUB Credit & Leasing Sdn. Bhd. as a General Manager
where he was in charge of the credit & leasing operations. He left JUB
Credit & Leasing Sdn. Bhd. in March 1985.

In April 1985, Mr. Mohamed Haniffah joined Advanced Electronics (M)
Sdn. Bhd. ("AESB"), a wholly-owned subsidiary of Idris Hydraulic (Malaysia)

Bhd as a Senior Manager. He was later promoted to the
position of Group General Manager. Mr. Mohamed Haniffah
was responsible for an array of business portfolios including
the restructuring exercise, strategic planning, business
development and financial matters of AESB.

In November 1995, Mr. Mohamed Haniffah left AESB and ventured
into his own business. Shortly, he joined Instangreen Corporation

Bhd which was under the Corporate Debt Restructuring Committee as the Chief Operating Officer.
He was involved in the financial and business restructuring of Instangreen Corporation Bhd until it
was re-floated under its new name of LBS Bina Bhd.

Mr. Mohamed Haniffah re-joined AESB Group in August 1999 to re-strategise the consumer home
electrical business. In early 2005, he partnered with a senior officer of AESB's holding company,
jointly acquired the entire group of AESB under a Management Buy-Out Scheme. AESB was later
sold to a third party where he resigned as the Chief Executive Officer of AESB in July 2006.

Mr. Mohamed Haniffah is an independent Director of Perbadanan Usahawan Nasional
Berhad.

He does not have any family relationship with any Director and/or major shareholder
of the Company nor any conflict of interest with the Company.

He attended all four Board Meetings held during the financial year ended 31
December 2011.

Dr. Kamarudin Bin Ngah was appointed as a Director of Tek Seng Holdings Berhad on 16 August 2004.

He holds a Doctorate of Philosophy in Development and Planning. He was with Malayan Banking
Berhad from June 1984 to June 1985 as a sub-Accountant 1. He was a Councilor for Seberang Perai

Municipality Council from 1999 to 2001. He is presently a Researcher with the Centre of Policy
Research, University Sains Malaysia.

He does not have any family relationship with any Director and/or major shareholder of the
Company nor any conflict of interest with the Company.

He attended all four Board Meetings held during the financial year ended 31 December 2011.

DIRECTORS' PROFILE (CONT'D)



CONVICTION OF OFFENCE
None of the Directors have been convicted of any offences within the past 10 years other than traffic
offences, if any.

DIRECTORS' SHAREHOLDINGS
The details of the Directors' shareholdings in the Company are set out under the Statistics on
Shareholdings in page 87 of this Annual Report.

MDM. LOH JOO ENG
Malaysian, 52 years of age

Executive Director

MR. YEOH AIK CHUAN
Malaysian, 42 years of age

Independent Non-Executive Director

Chairman of Audit Committee

Member of Remuneration Committee

Member of Nomination Committee
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Mr. Yeoh Aik Chuan was appointed as a Director of Tek Seng Holdings Berhad on 29 June 2011.

Mr. Yeoh has more than 15 years of audit and advisory experience, having served with both Big Four
Accounting Firms and Multinational organizations. Apart from his significant experience in a wide
range of corporate transactions involving a number of international business organizations for cross

border investments, particularly in Thailand, Singapore, Hong Kong and China, he has earned much
recognition in professional corporate advisory which include financial valuation, investment

appraisals for regional investment projects, joint venture negotiations, strategic and financial
planning, merger & acquisition review and feasibility studies.

Currently, Mr. Yeoh is the partner of UHY TAC and is a member of Malaysian Institute of
Accountants and an associate member of Chartered Institute of Taxation, Malaysia.

Mr. Yeoh was an Independent Director and Audit Committee Chairman of Advance Information
Marketing Bhd.

He does not have any family relationship with any Director and/or major shareholder of the
Company nor any conflict of interest with the Company.

He attended two of the four Board Meetings held during the financial year ended 31 December
2011.

Mdm. Loh Joo Eng was appointed as a Director of Tek Seng Holdings
Berhad on 16 August 2004.

She is responsible for the daily operations and procurement of raw
materials for the Group. She has more than 27 years of experience in
PVC based industry. She graduated from Penang Chinese Girls'
High School in 1978 with Malaysia Certificate of Education.

She sits on the Board of several private limited companies.

She is the sister to Mr. Loh Kok Beng and Mr. Loh Kok Cheng,
who are the Directors and major shareholders of the Company.
She does not have any conflict of interest in any business
arrangement involving the Company except as disclosed in the
Financial Statements.

She attended all four Board Meetings held during the financial year
ended 31 December 2011.

DIRECTORS' PROFILE (CONT'D)
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Revenue (RM'000)

Profit Before Tax and MI (RM'000)

Profit After Tax and MI (RM'000)

Gross Earnings Per Share (Sen)

Net Earnings Per Share (Sen)

GROUP

2008

158,441

9,380

10,711

3.91

4.46

GROUP

2007
(As restated)

142,379

13,383

11,626

5.58

4.84

GROUP

2009

149,428

11,205

10,505

4.67

4.38

GROUP

2010

168,424

8,422

6,022

3.51

2.52

GROUP

2011

182,002

10,002

7,085

4.17

2.95

FINANCIAL HIGHLIGHTS
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FINANCIAL HIGHLIGHTS (CONT'D)
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CHAIRMAN'S STATEMENT

Dear Shareholders,

On behalf of the Board of Directors of Tek Seng Holdings Berhad, it is my pleasure to present to you the
Annual Report and Audited Financial Statements of the Group for the financial year ended 31 December
2011.

Business Environment

The year 2011 had embarked on a path of gradual economic stability. The positive signs of stabilisation
of the global economy had build momentum and gradually restored the PVC products' demand in the
international trade. Due to the demand from many undeveloped countries to purchase high quality
PVC products, our Group had witnessed a healthy increase in its revenue for the year 2011.

Financial Performance

For the financial year ended 31 December 2011, our Group’s revenue increased by 8.06% to
RM182 million as compared with the preceding year. The profit after tax increased to RM7.09 million
for the year under review. As at 31 December 2011, our shareholders’ equity stood at RM121.1
million as compared with RM117.5 million as at the end of the previous financial year.

Dividends

In line with our Group’s performance and to continually reward our loyal shareholders, our Board has
recommended a first and final dividend of 2.0 sen per ordinary share less tax subject to the shareholders’
approval at the forthcoming Annual General Meeting.

Prospects

The global market for PVC products remain stable due to its versatility, cost effectiveness and an
excellent record of use. The consumption from undeveloped countries still represent a promising market
due to large population size and growth in construction activities. However, the political uncertainty in the
middle east may push the crude oil prices to rise and hence, leading to the increase in the price of raw materials.

To stay competitive, our Group will continue to adopt prudent cost management, improve its operational efficiency,
enhance the product range and product quality as a leading one-stop PVC products supplier in the region.

Nevertheless, as part of our Group to mitigate the overdependence on its existing core business of manufacturing and
trading of PVC products, our Group had, via its 60% owned subsidiary, TS Solartech Sdn Bhd diversified its revenue
sources into solar related business. The construction of a PV Plant for the first manufacturing is in the progress to
contribute additional revenue to the Group.

Acknowledgement

On behalf of the Board of Directors, I would like to express my gratitude to our loyal shareholders for their continued
support; to our valued customers, business associates, bankers and all relevant authorities for their confidence and trust
in Tek Seng Group.

Last but not least, I would like to express my appreciation and thanks to all my fellow directors, the management and
staff for their hard work and commitment in bringing Tek Seng Group to greater heights.



COMMUNITY

In order to uphold our CSR's objective, our Group had made donations to various non-profit organisations such as Junior
Chamber International Pearl (Malaysia), MAA Medicare Kidney Charity Fund, Yayasan Sultan Idris Shah, Beautiful Gate
Foundation For The Disabled, Montfort Youth Centre and other orphanage/handicapped/charitable homes during the
financial year for the purpose of assisting less fortunate communities in improving their lives and also in an effort to
contribute to the local education sector.

ENVIRONMENTAL

Apart from contributing to the community in terms of economic value, the Group also acknowledges its role in preserving
and conserving the environment. The Group had undertaken various measures and explored feasible opportunities
during the financial year to minimise any adverse impact from manufacturing operations, waste disposals and products'
design and packaging.

Tek Seng Group acknowledges the importance of Corporate Social Responsibility ("CSR") in fostering a good business
culture and practices. Our CSR objective is to be a socially responsible corporate in today's world with continuous efforts
to contribute and extend our responsibilities to our employees, the community and the development of our country. The
various CSR initiatives undertaken by the Group are summarized below:

WORKPLACE

Health & Safety
In ensuring and providing a safe and conducive working environment for our employees, the Group had implemented
various programmes such as safe forklifts driving, fire drill, techniques of fire-fighting and prevention, handling of
emergency situations, preventive and first aid trainings during the financial year.

Sports and Wellness
Recognised the need to create harmony, better working relationships, co-operations and teamwork amongst
the employees, our Group had supported and organized various sports and recreational activities during
the financial year.

10

CORPORATE SOCIAL RESPONSIBILITY
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INTRODUCTION

The Board of Directors acknowledges the importance of maintaining good corporate governance in the Group. To
achieve this objective, the Board has initiated moves to ensure that the principles of corporate governance are practiced
throughout the Group as a fundamental part of discharging its responsibility to protect and enhance shareholders' value
as well as the financial performance of the Group.

The Board has complied with most of the best practices as set out under Part 2 of the Malaysian Code on Corporate
Governance ("the Code") and is pleased to present its report on the extent of its compliance with the Code.

THE BOARD OF DIRECTORS

There are presently six (6) Board members in Tek Seng Holdings Berhad comprising three (3) Non-Independent
Executive Directors and three (3) Independent Non-Executive Directors. The composition equips the Board with the
necessary skills of business, financial and technical experience to effectively lead and control the Company. The profile
of each Director is set out in pages 4 to 6 of this Annual Report.

There is a clear division of responsibility between the roles of the Chairman and the Managing Director to ensure that
there is a balance of power and authority. Currently, the Board is chaired by Mr. Loh Kok Beng whose responsibility is to
ensure Board effectiveness, implementation of Board policies and decisions, corporate affairs and overall financial
performance of the Group.

Mr. Loh Kok Cheng, the Managing Director leads the management in the operations and has overall responsibility over
the operation units and organisational effectiveness.

The roles of the Independent Non-Executive Directors is vital for the successful direction of the Group as they provide
independent professional views, advice and decisions to take into account the interest of the Group, shareholders,
employees, customers, suppliers and many others of which the Group conducts business.

SUPPLY OF INFORMATION

The Board is provided with sufficient and timely information to enable it to discharge its duties effectively. At least seven
(7) days prior to Board Meetings, all Directors are provided with agendas and Board Papers to enable the Directors to
participate actively in the meetings.

All Directors have access to the advice and services of the Company Secretaries in carrying out their duties and to
ensure all rules, requirements and regulations are complied with.

All Directors may obtain further information which they may require in discharging their duties such as seeking
independent professional advice at the Company's expense, if necessary.

The Board should receive information that is not just historical or bottom line and financial oriented, but information that
goes beyond assessing the quantitative performance of the enterprise, and looks at other performance factors, such as
customer satisfaction, product and service quality, market share, market reaction, environmental performance and so on,
when dealing with any item on the agenda.

APPOINTMENT / RE-ELECTION OF DIRECTORS

In accordance with the Memorandum and Articles of Association of the Company, one third (1/3) of the Directors shall
retire from office every year at the Annual General Meeting and be eligible for re-election. Provided always that all
Directors shall retire from office at least once in every three (3) years but shall be eligible for re-election.

STATEMENT ON CORPORATE GOVERNANCE
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TERMS OF REFERENCE

Appointment/Composition

1.
2.
3.

4.

Meetings

1.

2.

3.

4.

Authority

The Nomination Committee is authorised by the Board of Directors to carry out the duties mentioned below and the other
directors and employees shall give all assistance that is necessary to enable the Nomination Committee to discharge its
duties.

The Nomination Committee shall, whenever necessary and reasonable for the performance of its duties and at the
Company's cost to obtain independent professional or other advice.

Duties and Responsibilities

1.

2.

COMPOSITION

The Nomination Committee consists of:

The Nomination Committee shall be appointed by the Board of Directors.
The Nomination Committee shall consist of not less than 2 members.
All the Nomination Committee members must be non-executive directors, with a majority of them being independent
directors.
The chairman of the Nomination Committee must be an independent director and shall be appointed by the Board
of Directors. In the absence of the chairman of the Nomination Committee, the remaining members present shall
elect one of their number to chair the meeting.

The Nomination Committee shall meet at least once a year, review its own performance, constitution and terms of
reference to ensure it is operating at maximum effectiveness and recommend any changes it considers necessary
to the Board of Directors for approval and at such times, whenever they deemed necessary.
The quorum of the Nomination Committee meeting shall be 2 members and comprised of a majority of independent
directors.
The Company Secretary or the representative of the Company Secretary shall act as the secretary of the
Nomination Committee.
Participants may be invited from time to time to attend the Nomination Committee meeting depending on the
nature of the subject under review. These participants may include the executive directors, the chief executive
officer, the head of Human Resource and external advisers or experts.

To regularly review the structure, size and composition (including the skills, knowledge and experience) required
of the Board compared to its current position and make recommendations to the Board with regard to any
changes or adjustments that are deemed necessary.

To annually review the required mix of skills, experience, competencies, effectiveness and other qualities of the
Board as a whole, the committees of the Board, and for assessing the contribution of each individual director,
including non-executive directors, as well as chief executive officer.

DirectorateDesignationName
Mr. Mohamed Haniffah Bin S.M. Mydin

Dr. Kamarudin Bin Ngah

Mr. Yeoh Aik Chuan
Independent Non-Executive DirectorChairman
Independent Non-Executive Director

Independent Non-Executive Director

Member

Member

STATEMENT ON CORPORATE GOVERNANCE
(CONT'D)
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DIRECTORS' REMUNERATION

The Remuneration Committee of the Company consists of mainly Independent Non-Executive Directors.

DIRECTORS' TRAINING

All the Directors had attended the Mandatory Accreditation Programme (MAP). For the year under review, all the
Directors had attended seminars, trainings and courses to keep abreast with the development of the business environment
as follows:-

3.

4.

5.

6.

7.

To review and recommend to the Board, the candidates for all directorships to be filled by the shareholders or the
Board, as and when they arise. In making its recommendations, the Nomination Committee should consider the
candidates' -
i)
ii)
iii)
iv)

To give full consideration to succession planning for directors and other senior executives in the course of its work,
taking into account the challenges and opportunities facing the company, and what skills and expertise are
therefore needed on the Board in the future.

To review and recommend to the Board for the appointment and/or continuation in office of the managing director,
executive directors and chief executives of the Group, subject to the provision of the laws and their service
contract, if any.

To review and recommend to the Board for the appointment and continuation in office of any director who has
reached the age of 70, having due regard to their performance, skills and experience required.

To review and recommend to the Board for the re-election of directors who retire by rotation pursuant to the
provision of the Company's Articles of Association, having due regard to their performance, skills and experience
required.

skills, knowledge, expertise and experience;
professionalism;
integrity; and
in the case of candidates for the position of independent non-executive directors, to evaluate the candidates'
ability to discharge such responsibilities/functions as expected from independent non-executive directors.

STATEMENT ON CORPORATE GOVERNANCE
(CONT'D)

Name
Mr. Loh Kok Beng Occupational First Aid & CPR

Mdm. Loh Joo Eng

Mr. Yeoh Aik Chuan

Mr. Loh Kok Cheng
Occupational First Aid & CPR
Schmid Training for the Solar Cell Line

Name Description of training

Fire Fighting & Prevention

Fire Fighting & Prevention
Occupational First Aid & CPR
Fire Fighting & Prevention
Budget 2012 Proposals & Transfer Pricing

2011 UHY Asia-Pacific Region Meeting
Occupational First Aid & CPR
Fire Fighting & Prevention
Occupational First Aid & CPR
Fire Fighting & Prevention

Mr. Mohamed Haniffah Bin S.M. Mydin

Dr. Kamarudin Bin Ngah
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Mr. Mohamed Haniffah Bin S.M. Mydin

Dr. Kamarudin Bin Ngah

Mr. Loh Kok Beng

Mr. Yeoh Aik Chuan

DirectorateDesignationName
Independent Non-Executive Director
Independent Non-Executive Director
Independent Non-Executive Director
Executive Chairman

Chairman
Member
Member
Member

The terms and reference of the Remuneration Committee are as follows :

Appointment / Composition

1.

2.

Meeting

1.

2.

3.

4.

Functions / Responsibilities

1.

2.

3.

4.

5.

6.

The proposed remuneration packages of Executive Directors are to be proposed to the Board of Directors for approval.

The proposed remuneration packages of Non-Executive Directors are to be proposed to the Board of Directors and the
shareholders for approval at the Annual General Meeting.

Minutes

1.

Disclosure

1.

The Remuneration Committee shall consist of not less than three (3) members of whom a majority shall be
Independent Directors.

The Chairman of the Remuneration Committee shall be appointed by the members of the Committee among their
number who is an Independent Director.

The Remuneration Committee must meet at least once a year.

The quorum of the meeting shall be two (2) members and composed of a majority of Independent Directors.

Meeting will be attended by the members of the Committee and the Company Secretary, who shall act as the
Secretary or any representative of the Secretary.

Participants may be invited from time to time to attend the meeting depending on the nature of the subject under
review. These participants may include the Directors, Division Heads, representatives from Internal Audit
Departments and External Auditors.

To establish and recommend the remuneration package for Executive Directors such as the terms of employment
or contract of employment/service, benefit, pension, incentive scheme, bonuses, fees, expenses, compensation
payable on termination of the service contract by the Company and/or the Group etc.

To review for changes to the above.

To ensure the performance related elements of remuneration forming a significant proportion of the total remuneration
packages of Executive Directors.

To review with the Executive Directors, their goals and objectives and to assess their performance against these
objectives as well as contribution to the corporate strategy.

The Executive Directors should play no part in decisions on their own remuneration.

To consider other matters as referred to the Committee by the Board.

The Company Secretary shall maintain minutes of the proceedings of the meetings and circulate such minutes to
all members of the Committee.

The membership of the Remuneration Committee shall be disclosed in the Directors' Report and Annual Report of
the Company.

The Remuneration Committee consists of:

STATEMENT ON CORPORATE GOVERNANCE
(CONT'D)
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SHAREHOLDERS

The Board provides timely and accurate disclosure of all material information of the Group to the shareholders and
investors. Information is disseminated through announcements made to the Bursa Malaysia Securities Berhad which
includes the quarterly reports, annual report and press releases.

The Annual General Meeting is used as a principal forum for dialogue with all shareholders. Extraordinary General
Meetings are held as and when required. At the general meetings, the Board provides opportunities for shareholders to
raise questions on the business activities of the Group, agenda of the meetings and its proposed resolutions. The
Chairman of the meeting will facilitate the discussion with the shareholders and provide further information in response
to shareholders' queries. The Board encourages all shareholders to attend the Company's Annual General Meeting and
to participate in the proceedings.

FINANCIAL REPORTING

The Board through the review of the Audit Committee and in consultation with the External Auditors, presents a balance
and understandable assessment of the Group's financial position and prospect to the public in accordance with the
provisions of the Companies Act, 1965 and applicable Approved Accounting Standards in Malaysia. The quarterly results
announcements also reflect the Board's commitment to give regular updated assessments on the Company's performance.

INTERNAL CONTROL

The Board acknowledges its responsibilities to maintain an appropriate system of internal control to safeguard shareholders'
investment and the Group's assets. The Statement of Internal Control is set out under the statement about the state of
internal control in pages 16 to 17.

RELATIONSHIP WITH THE AUDITORS

Internal Auditors
The Company outsourced its internal audit function to a professional consulting firm, which assists the Audit Committee
in discharging its duties and responsibilities. The Internal Auditors' role is to report to the Audit Committee on the
improvement of organisational's management, records, accounting policies, controls, identification and managing of
significant risk.

The Audit Committee meets with the Internal Auditors regularly to ensure controls are effectively applied. Through the
Audit Committee, the Board has established transparent relationship with the Internal Auditors.

External Auditors
The Board maintains formal and transparent relationship with its External Auditors through the review of their audit
plans, scope of audit and audit reports as well as their professional fees and appointment by the Audit Committee. The
External Auditors is expected to report their findings to the Audit Committee and to discuss with the Board of Directors
on matters that necessitate the Board's attention.

The aggregate Directors' Remuneration during the financial year ended 31 December 2011 be categorised into the
following components:

The Directors' Remuneration are categorised into the following bands:

Category

Executive Directors 0 1,389,824

1,461,82472,000
72,000 72,0000Non-Executive Directors

Directors' Fees
(RM)

Salaries & Other Emoluments
(RM)

Total
(RM)

Range of Remuneration Executive Directors Non-Executive Directors
RM50,000 and below 0 3

01RM50,001 to RM100,000
00RM100,001 to RM150,000
00RM150,001 to RM200,000
00RM200,001 to RM250,000
00RM250,001 to RM300,000
02RM300,001 and above

1,389,824

1,389,824

STATEMENT ON CORPORATE GOVERNANCE
(CONT'D)
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INTRODUCTION

Pursuant to Paragraph 15.26(b) of Bursa Securities Listing Requirements, the Board of Directors of Tek Seng Holdings
Berhad is pleased to provide the following statement on the state of internal control of the Group, which has been
prepared in accordance with the Statement on Internal Control: Guidance for Directors of Public Listed Companies
('Internal Control Guidance') issued by the Institute of Internal Auditors Malaysia and adopted by Bursa Malaysia
Securities Berhad.

RESPONSIBILITY FOR RISK AND INTERNAL CONTROL

The Board recognises the importance of a structured risk management and a risk-based internal audit to establish and
maintain a sound system of internal control. The Board affirms its overall responsibility for the Group's systems of
internal control and for reviewing the adequacy and integrity of those systems. Because of the limitations that are
inherent in any systems of internal control, those systems are designed to manage rather than eliminate the risk of
failure to achieve business objectives, and can only provide reasonable and not absolute assurance against material
misstatement or loss.

The Board has established an ongoing process for identifying, evaluating and managing the significant risks faced, or
potentially exposed to, by the Group in pursuing its business objectives. This process has been in place throughout the
financial year and up to the date of approval of the annual report. The adequacy and effectiveness of this process have
been continually reviewed by the Board and are in accordance with the Internal Control Guidance.

RISK MANAGEMENT

The Board and management practice proactive significant risks identification on a quarterly basis or earlier as appropriate,
particularly any major proposed transactions, changes in nature of activities and/or operating environment, or venturing
into new operating environment which may entail different risks, and put in place the appropriate risk response strategies
and controls until those risks are managed to, and maintained at, a level acceptable to the Board.

INTERNAL AUDIT

The Board acknowledges the importance of internal audit function and has engaged the services of an independent
professional consulting firm, to provide much of the assurance it requires regarding the effectiveness as well as the
adequacy and integrity of the Group's systems of internal control.

The internal audit adopts a risk-based approach in developing its audit plan which addresses all the core auditable areas
of the Group based on their risk profile. Scheduled internal audits are carried out by the Internal Auditors based on the
audit plan presented to and approved by the Audit Committee. The audit focuses on areas with high risk and inadequate
controls to ensure that an adequate action plan has been put in place to improve the controls. For those areas with high
risk and adequate controls, the audit ascertains that the risks are effectively mitigated by the controls. On a quarterly
basis or earlier as appropriate, the internal auditors report to the Audit Committee on areas for improvement and will
subsequently follow up to determine the extent of their recommendations that have been implemented.

INTERNAL CONTROL

Apart from risk management and internal audit, the Group has put in place the following key elements of internal control:
An organization structure with well-defined scopes of responsibility, clear lines of accountability and appropriate
levels of delegated authority;

A process of hierarchical reporting which provides for a documented and auditable trail of accountability;

A set of documented internal policies and procedures for operational, financial and human resource management,
which is subject to regular review and improvement;

STATEMENT ABOUT THE STATE OF INTERNAL
CONTROL
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Based on the internal auditors' report for the financial year ended 31 December 2011, there is a reasonable assurance
that the Group's systems of internal control are generally adequate and appear to be working satisfactorily. A number of
minor internal control weaknesses were identified during the financial period, all of which have been, or are being,
addressed. None of the weaknesses have resulted in any material losses, contingencies or uncertainties that would
require disclosure in the Group's annual report.

The Board continues to review and implement measures to strengthen the internal control environment of the Group.

This statement has been reviewed by the external auditors in compliance with Paragraph 15.23 of Bursa Securities
Listing Requirements.

This statement is issued in accordance with a resolution of the Directors dated 25 April 2012.

Regular and comprehensive information provided to management, covering financial and operational performance
and key business indicators, for effective monitoring and decision making;

A comprehensive business planning and detailed budgeting process where operating units prepare budgets for
the coming year which are approved both at operating unit level and by the Board;

Monthly monitoring of results against budget, with major variances being followed up and management action
taken, where necessary; and

Regular visits to operating units by members of the Board and senior management.

STATEMENT ABOUT THE STATE OF INTERNAL
CONTROL (CONT'D)
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Name of Members

Mr. Yeoh Aik Chuan Independent Non-Executive Director

Independent Non-Executive Director

Independent Non-Executive Director

Chairman

Member

Member

Dr. Kamarudin Bin Ngah

Mr. Mohamed Haniffah Bin S.M. Mydin

DirectorateDesignation

Name

Mr. Yeoh Aik Chuan ( Appointed on 29/06/2011 ) 2 out of 2

4 out of 4

4 out of 4

Dr. Kamarudin Bin Ngah

Mr. Mohamed Haniffah Bin S.M. Mydin

2 out of 2Mr. Ong Eng Choon (Resigned on 29/06/2011)

No. of Meetings Attended

COMPOSITION

The Audit Committee consists of :

MEETINGS AND ATTENDANCE

During the financial year ended 31 December 2011, four (4) Audit Committee Meetings were held at The Conference
Room of Tek Seng Holdings Berhad and the details of attendance are as follows:-

TERMS OF REFERENCE

Appointment / Composition:

1.

2.

The members of the Committee shall be appointed by the Board.

The Audit Committee shall consist of not less than three (3) members of whom:

a)

b)

c)

all members of the Committee must be Non-Executive Directors with a majority of them being Independent
Directors;

at least one (1) member of the Committee:

i)

ii)

iii)

all members of the Committee should be financially literate.

must be a member of the Malaysian Institute of Accountants; or

if he is not a member of the Malaysian Institute of Accountants,

a)

he fulfils such other requirements as prescribed or approved by Bursa Securities.

he must have at least three (3) years' working experience; and

he must have passed the examinations specified in Part I of the First Schedule of the
Accountants Act, 1967; or
he must be a member of one (1) of the associations of accountants specified in Part II of
the First Schedule of the Accountants Act, 1967; or
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3.

4.

5.

6.

7.

Meetings

1.

2.

3.

4.

5.

No Alternate Director shall be appointed as a member of the Committee.

A quorum shall be two (2) members and composed of a majority of Independent Directors.

The Chairman of the Committee shall be appointed by the members of the Committee among their number who is
an Independent Director.

The Board must review the term of office and performance of the Committee and each of its members at least
once every three (3) years to determine whether such Committee and members have carried out their duties in
accordance with their terms of reference.

The Board shall, within three (3) months of a vacancy occurring in the Audit Committee which result in the number
of members reduced to below three (3), appoint such number of new members as may be required to make up
the minimum number of three (3) members.

Meetings shall be held not less than four (4) times in a year. In addition, the Chairman of the Committee may call
a meeting of the Committee if a request is made by any Committee members, the Company's Executive Chairman/CEO
of the Group.

The Committee may also be able to convene meetings with the External Auditors, the Internal Auditors or both,
excluding the attendance of other directors and employees of the Group, whenever deemed necessary. The
Committee should meet with the External Auditors without Executive Board members present at least twice a
year.

Meeting will be attended by the members of the Committee and the quorum of the meeting is two (2) with a
majority of members present must be Independent Directors. The Company Secretary or any representative of
the Secretary shall be the Secretary of the Committee.

Participants may be invited from time to time to attend the meeting depending on the nature of the subject under
review. These participants may include the Directors, General Managers, Division Heads, representatives from
the Finance and Internal Audit Departments and External Auditors. The head of Finance, Internal Audit and a
representative of the External Auditors should normally attend meetings.

On a continuous basis, the Chairman of the Committee should meet with the senior management, such as the
Executive Chairman, the Chief Executive Officer, the Finance Director, the Internal and External Auditors in order
to be kept informed of matters affecting the Company.
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to discuss and liaise with the External Auditors to ensure the smooth implementation of the audit plan, review and
forward the evaluation of the system of internal controls and audit report to the Board;

to review the assistance given by employees of the Group to the External Auditors;

to review the effectiveness of internal control systems and the findings of the Internal Auditors, if available;

to review quarterly report and annual financial statements prior to the approval of the Board, focusing particularly
on;

i)

ii)

iii)

to review any related party transactions and conflict of interest situation that may rise within the Company and the
Group including any transaction, procedure or course of conduct that raise questions of management integrity;

to review and report the same to the Board any letter of resignation from the External Auditors of the Company as
well as whether there is any reason (supported by grounds) to believe that the Company's External Auditors are
not suitable for re-appointment;

to make recommendations concerning the appointment of the External Auditors and their remuneration to the
Board;

to review the adequacy of the scope, functions, competency and resources of the Internal Audit functions and that
it has the necessary authority to carry out its work;

The Committee is authorised by the Board to carry out the duties mentioned below and the Board and Management
shall give all assistance that is necessary to enable the Committee to discharge its duties.

The Committee shall, whenever necessary and reasonable for the performance of its duties and in accordance
with a procedure to be determined by the Board and at the Company's cost:

a)

b)

c)

d)

e)

The Internal Audit function reports directly to the Committee.

have authority to investigate any matter within its terms of reference;

have the resources which are required to perform its duties;

have full and unrestricted access to any information pertaining to the Company;

have direct communication channels with the External Auditors and person(s) carrying out the internal audit
function or activity (if any);

be able to obtain independent professional or other advice; and

Functions and Responsibilities:

The functions and responsibilities of the Committee shall include the following:

1.

2.

3.

4.

5.

6.

7.

8.

changes in or implementation of major accounting policy changes;

significant and unusual events; and

compliance with accounting standards and other legal requirements.

Authority

1.

2.

3.
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9.

10.

11.

The reports of the Committee and the External and Internal Auditors and corrective action taken shall be tabled for
discussion by the Board of Directors.

Minutes

1.

Audit Committee Report

1.

to review any appraisal or assessment of the performance of the Internal Auditors and to approve any appointment,
resignation or termination of Internal Auditors;

to review and verify the allocation of shares options granted to employees pursuant to the Employee Share Option
Scheme;

to consider other topics as defined by the Board.

The Secretary shall maintain minutes of the proceedings of the meetings and circulate such minutes to all
members of the Committee and to the Board Meeting.

The Committee shall ensure that an audit committee report is prepared at the end of each financial year that
complies with the undermentioned.

a)

b)

The audit committee report shall be clearly set out in the Annual Report of the Company;

The audit committee report shall include the following:

i)

ii)

iii)

iv)

v)

the composition of the Committee, including the name, designation (indicating the Chairman) and
directorship of the members (indicating whether the Directors are independent or otherwise);

the terms of reference of the Committee;

the number of Committee meetings held during the financial year end and details of attendance of
each member;

a summary of activities of the Committee in the discharge of its functions and duties for that financial
year of the Company; and

a summary of the activities of the Internal Audit function or activity.
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SUMMARY OF ACTIVITIES OF THE AUDIT COMMITTEE

During the financial year ended 31 December 2011, the Audit Committee carried out its duties as set out in terms of
reference. Key activities include:

1.

2.

3.

4.

5.

6.

INTERNAL AUDIT FUNCTION

The Board outsourced its internal audit function and the Internal Auditors, reports directly to the Audit Committee and
assists the Audit Committee in discharging its duties and responsibilities. The costs incurred for the internal audit
function in respect of the financial year ended 31 December 2011 was RM31,500.00.

During the financial year ended 31 December 2011, the Company's Internal Auditors carried out its duties as set out in
accordance with the Internal Audit Plan as follows:

1.

2.

All the findings by the Internal Auditors were presented to the Audit Committee. The Audit Committee had taken steps to
ensure that appropriate actions are being taken to continuously improve the current systems of internal control.

Reviewed and approved the annual audit plan.

Reviewed the financial statements of the Group on a quarterly basis before recommending them for the approval
of the Board of Directors.

Reviewed the annual audited financial statements of the Company and the Group with the external auditors before
recommending them for the approval of the Board of Directors.

Reviewed and approved the External Audit Reports of the Group and discussed results of their examinations and
recommendations.

Reviewed and approved the Internal Audit Reports of the Group and discussed results for their findings and
recommendations.

Reviewed any recurrent related party transactions arise within the Group.

Reviewed the Group's systems of internal controls and ascertained the extent of compliance with the established
policies, procedures and statutory requirements.

Identified areas for improvement of controls in operations and processes of the Group.
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The Directors acknowledge that they are responsible for the Annual Audited Financial Statements so as to give a true
and fair view of the state of affairs as at the end of the financial year of the Group and of the Company and of their
results and their cash flows.

In preparing the financial statements for the year ended 31 December 2011, the Directors are satisfied that :-

1. reasonable and prudent judgement and estimates were made; and

2. all applicable Approved Accounting Standards in Malaysia have been followed.

The Directors also responsible for ensuring that the Company maintains appropriate accounting policies that disclose
with reasonable accuracy of the financial position of the Group and of the Company, and which enable them to ensure
that the financial statements comply with the Companies Act, 1965.
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