


	
		×
		

	






    
        
            
                
                    
                        
                    
                

                
                    
                        
                            
                            
                        

                    

                

                
                    
                                                    Log in
                            Upload File
                                            

                

            


            	Most Popular
	Study
	Business
	Design
	Technology
	Travel
	Explore all categories


        

    





    
        
            
                
                    
                

                

                    
                        engtex group berhad reports 2013.pdf · • engtex marketing sdn bhd • eng lian hup trading sdn...

                    


                    
                        
                            	Home
	Documents
	ENGTEX GROUP BERHAD Reports 2013.pdf · • Engtex Marketing Sdn Bhd • Eng Lian Hup Trading Sdn Bhd ... Ivory Benefit Sdn Bhd Swiss Mission Sdn Bhd ENGTEX GROUP BERHAD I ANNUAL


                        

                    


                    




    
        
            
                
                    
                        

                        
                        
                    

                    
                        
						1

31
                        
                    

                    
                        
                        100%
Actual Size
Fit Width
Fit Height
Fit Page
Automatic


                        
                    

					
                

            


            
                
                    
                    
                    
                

                
                    

                    

                    
                        
                         Match case
                         Limit results 1 per page
                        

                        
                        

                    

                

            

            
									
    
        
        

        

        

        
        
            ENGTEX GROUP BERHAD (Company No. : 536693-X) annual report 2013 
        

        
    






				            

        

    









                    
                        
							Upload: vanmien
                            Post on 01-May-2018

                            303 views

                        

                        
                            Category:
 Documents


                            1 download

                        

                    


                    
                        
                            Report
                        

                                                
                            	
                                    Download
                                


                        

                                            


                    
                        
                        
                            
                                    
Facebook

                        

                        
                        
                            
                                    
Twitter

                        

                        
                        
                            
                                    
E-Mail

                        

                        
                        
                            
                                    
LinkedIn

                        

                        
                        
                            
                                    
Pinterest

                        
                    


                    
                

                

                    
                    
                        Embed Size (px):
                            344 x 292
429 x 357
514 x 422
599 x 487


                        

                    

                    

                    

                    
                                        
                        TRANSCRIPT

                        Page 1
                        
                        

ENGTEX GROUP BERHAD(Company No. : 536693-X)
 ENGTEX GROUP BERHAD(Company No. : 536693-X)
 Lot 36, Jalan BRP 9/2B, Putra Industrial Park,Bukit Rahman Putra,47000 Sungai Buloh, Selangor Darul Ehsan.
 Tel : 603-6140 1111Fax : 603-6157 0348Email : [email protected] : www.engtex.com.my
 EN
 GTE
 X G
 RO
 UP
 BE
 RH
 AD
 (Co
 mp
 any No
 . : 5366
 93-X
 )A
 nnual Rep
 ort 20
 13
 annual report
 2013

Page 2
                        
                        

CONTENTS
 • Overview of Group Principal Activities
 • Corporate Structure
 • Financial Highlights
 • Corporate Information
 • Chairman’s Statement
 • Directors’ Profile
 • Audit Committee Report
 • Statement on Corporate Governance
 • Statement on Risk Management and Internal Control
 • Financial Statements
 • List of Properties
 • Analysis of Shareholdings
 • Analysis of Warrantholdings
 • Notice of Annual General Meeting
 • Proxy Form
 2
 3
 4
 5
 6
 9
 11
 15
 29
 31
 107
 115
 117
 119

Page 3
                        
                        

ENGTEX GROUP BERHAD
 WHOLESALE AND DISTRIBUTION
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 REVENUERM Million
 SHAREHOLDERS’ FUNDS(attributable to owners of the Company)RM Million
 PROFIT AFTER TAXATION(attributable to owners of the Company)RM Million
 TOTAL ASSETSRM Million
 5-YEAR FINANCIAL HIGHLIGHTS 2009 2010 2011 2012 2013
 KEY FINANCIAL DATA RM'000 RM'000 RM'000 RM'000 RM'000
 Revenue 599,769 680,090 793,591 920,458 1,090,375 Profi t before taxation 30,291 44,981 48,214 42,023 71,318 Profi t for the year attributable to owners of the Company 22,771 34,178 34,831 29,170 51,220 Total assets 480,536 547,939 712,059 773,958 935,530 Share capital 99,000 99,000 99,000 99,000 99,005 Retained earnings 115,524 148,939 181,637 207,983 256,404 Total equity attributable to owners of the Company 227,574 257,105 286,334 312,504 359,627
 SHARE INFORMATION
 Basic earnings per share (sen) 11.66 17.56 18.36 15.49 27.39 Gross dividends per share (sen) 0.75 1.00 1.50 2.00 1.50 *Dividends pay-out (RM’000) 1,104 1,472 2,133 2,824 2,799 Net assets per share (RM) 1.19 1.35 1.51 1.65 1.90
 * denotes single tier
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Dear Shareholders,On behalf of the Board of Directors of Engtex Group Berhad, I have pleasure in presenting the Annual Report and Financial Statements of Engtex Group Berhad and its subsidiaries (“Group”) for the financial year ended 31 December 2013.
 FINANCIAL PERFORMANCE
 The Group achieved a new historical milestone with a net revenue of RM1,090.4 million for the fiscal year 2013. This represented an increase of 18.5% over the net revenue of RM920.5 million recorded in 2012. The pre-tax profit of RM71.3 million in 2013 was 69.7% higher than RM42.0 million recorded in 2012. The increase in net revenue and pre-tax profit was mainly due to the sustainable market demand of certain metal-related trading products and manufactured steel products.
 EARNINGS PER SHARE AND DIVIDEND
 The Group’s earnings per share for the financial year ended 31 December 2013 was 27.39 sen as compared to 15.49 sen recorded in 2012. The Group is poised to expand its revenue and earning base in the near future by undertaking several business expansion programs within its three existing core divisions. After due consideration of the funding requirement to finance its ongoing business expansion, the Board is recommending a final single tier dividend of 1.75 sen per share for the financial year ended 31 December 2013 totaling RM3,424,764, which is subject to shareholders’ approvals at the forthcoming Annual General Meeting. The quantum of dividend payout which is higher than the 1.5 sen net per share declared in 2012 is to reward our shareholders for their continued confidence and support to the Group in the past.
 REVIEW OF OPERATIONS
 General Economy
 The Malaysian economy expanded by 4.7% in 2013 (2012: 5.6%), driven by the continued strong growth in domestic demand. Despite the weaker external environment in the first half of the year, domestic demand remained resilient throughout the year, led by robust private sector activity. Private investment was underpinned by capital spending in the mining, services and manufacturing sectors. The more moderate growth performance in 2013 was mainly attributable to developments in the external sector. Private consumption growth remained strong at 7.6% in 2013, underpinned mainly by the favourable employment conditions and wage growth. Although the pace of investment activity moderated from the exceptionally strong growth in 2012, it continued to be supported by private sector capital expenditure. Private investment continued to register double-digit
 growth of 13.6%, driven by capital spending by both the domestic and foreign investors in the mining, services and manufacturing sectors.
 From the supply perspective, the continued firm growth in domestic demand contributed to the expansion in the domestic-related activity in the services and manufacturing sectors during the year. The robust activity in the residential and civil engineering sub-sectors contributed to the continued strong growth of the construction sector. (Source: Bank Negara Malaysia Annual Report 2013)
 With domestic demand as the key driver of the economy and positive growth recorded in all economic sectors especially the manufacturing and construction sectors, the Group recorded a commendable growth in its wholesale and distribution and manufacturing divisions as elaborated below.
 Wholesale and Distribution Division
 The wholesale and distribution division recorded net revenue of RM681.5 million in 2013, representing a growth of 15.1% as compared to RM592.1 million recorded in 2012, and contributed 62.5% of the Group’s net revenue. The division also recorded earnings before interest, tax, depreciation and amortisation (“EBITDA”) of RM44.7 million and pre-tax profit of RM30.2 million in 2013, representing an increase of 29.5% and 25.8% as compared to 2012 respectively, and accounted for 43.9% and 42.4% of the Group’s result respectively. The revenue, EBITDA and pre-tax profit growth were primarily due to the sustainable market demand for certain metal-related trading products.
 Manufacturing Division
 During the current financial year, the manufacturing division recorded net revenue of RM350.3 million representing a growth of 27.2% as compared to RM275.4 million recorded in 2012, and contributed 32.1% of the Group’s net revenue. Consequently, the division recorded EBITDA and pre-tax profit of RM55.0 million and RM38.3 million respectively, representing a commendable growth of 71.1% and 158.1% as compared to RM32.2 million and RM14.8 million in 2012 respectively. The division contributed 54.1% and 53.7% of the Group’s EBITDA and pre-tax profit respectively. The increase in revenue, EBITDA and pre-tax profit was mainly due to sustainable market demand for its wire-related products and higher yield from its mild steel cement-lined pipe.
 ENGTEX GROUP BERHAD I ANNUAL REPORT 20136
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Property Development Division
 The division recorded net revenue of RM58.5 million and pre-tax profit of RM3.8 million in 2013 representing a growth of 10.5% and 0.1% respectively as compared to 2012. The division contributed 5.4% and 5.3% of the Group’s net revenue and pre-tax profit respectively. The results were derived from sales of completed properties from the Tiara Residence residential project and ongoing Emerald Avenue mixed commercial development project in Selayang.
 CORPORATE SOCIAL RESPONSIBILITY AND CORPORATE GOVERNANCE INITIATIVES
 Your Board is mindful of the impact of the Group’s business activities have on the communities in which they operate, especially on the aspects of Environment, Social and Governance (“ESG”). Whilst striving for economic success, responsible corporate behaviours towards ESG issues are important to the long term sustainable success of the Group, thereby creating value for the Company’s shareholders and other stakeholders. Accordingly, your Board has established a Corporate Sustainability Policy during the financial year to formalise the sustainability framework and will identify, plan and roll out the ESG activities in due course.
 In addition, your Board has adopted the Board Charter, Directors’ Assessment Policy, Directors’ Remuneration Policy, Succession Planning Policy and Code of Ethics and Conducts as part of compliance with the Malaysian Code of Corporate Governance 2012 and these codes and policies are made available on our corporate website.
 PROSPECTS
 General Economy
 The 2014 Budget will allocate a total of RM264.2 billion, an increase of 5% from RM251.6 billion in 2013 Budget, to implement programmes and projects for the well-being of the people and national development. In 2014, private investment is expected to increase further to RM189 billion or 17.9% of GDP, particularly in oil and gas (including the Petronas RAPID project in Pengerang, Johor), textile industry, transport equipment and real estate development. Public investment is estimated to reach RM106 billion. The Government will continue to encourage investments in the five regional economic corridors by providing basic infrastructure and implementing high-impact projects. In the first nine months of 2013, the regional corridors attracted committed investments of RM53.4 billion and in 2014, the Government will allocate RM1.6 billion for development in the five regional corridors. Rural areas will continue to be
 developed to improve basic infrastructure with a sum of RM4.1 billion will be allocated in 2014. (Source: 2014 Malaysian Budget)
 Bank Negara Malaysia has forecast the Malaysian economy to remain on a steady growth path in 2014, expanding by 4.5% to 5.5%. Domestic demand will remain the key driver of growth albeit at a more moderate pace. Private investment is forecast to register robust growth for the fifth consecutive year, driven by the ongoing implementation of multi-year projects and the improvement in external demand. Public investment is projected to register a higher growth, supported by both Government and public enterprise capital spending. On the supply side, all economic sectors are expected to register positive growth in 2014. The services and manufacturing sectors will be the key drivers to the overall growth, benefiting from the improvement in the global economic environment. The construction sector is expected to continue recording high growth, albeit at a more moderate pace, as the completion of several large civil engineering projects will more than offset the progress in existing projects in the transport, utility, and oil and gas sectors. (Source: Bank Negara Malaysia Annual Report 2013)
 In respect of local water industry, the Memorandum of Understanding signed between the Selangor State Government and Federal Government on 26 February 2014 to acquire four water utility firms in Selangor would be a positive step towards expediting the water industry restructuring in Selangor. The deal would see the development of Langat 2 dam and the water distribution system to complete the Pahang-Selangor Raw Water Transfer Project and the Federal Government will allocate another RM900 million for the state to carry out mitigation plans to ensure undisrupted treated water in Selangor, Kuala Lumpur and Putrajaya. Thus far, six of eleven states in the Peninsular Malaysia namely Johor, Malacca, Negri Sembilan, Perlis, Penang and Perak have restructured their water services industry and Pengurusan Aset Air Berhad (“PAAB”) is targeting to conclude the deals with the other states, namely Selangor, Kelantan, Pahang, Terengganu, Kedah and Federal Territory of Labuan by the end of 2014 barring any unforeseen circumstances.
 The above positive outlook on the local economy will augur well for our existing businesses in all divisions which focus mainly in the domestic market.
 Wholesale and Distribution Division
 Our wholesale and distribution division shall continue to provide a steady revenue and income stream, and will continuously develop existing and new product ranges to service our existing and new customers nationwide to enhance our leading position as a one stop solution provider in the non oil and gas sector.
 ENGTEX GROUP BERHAD I ANNUAL REPORT 2013 7
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Manufacturing Division
 As mentioned in my last annual report, the manufacturing division is poised to increase its production capacity and local market presence with the setting up of three new factories involved in the manufacturing of steel welded mesh and hard drawn wire located in Seberang Perai in Penang, Kulaijaya in Johor and Kota Kinabalu in Sabah. These new factories are expected to commence operations by the second half of 2014. The construction of a new factory in Kuantan, Pahang to manufacture steel piling pipes is in progress and is expected to be completed by early 2015.
 In 2014, a non wholly-owned subsidiary entered into agreements with a third party to acquire 4 pieces of industrial leasehold land located at Pusat Perindustrian Zurah, Mukim Rasa, Daerah Hulu Selangor for future expansion of manufacturing activities.
 Property Development Division
 Our next focus of property development programme will be the proposed development of a 21-storey 224 units commercial suites in Kepong, Selangor which is expected to be launched during the second half of 2014 with estimated gross development value of RM170 million. The proposed development of beach villas, hotel and service apartments located in Mukim Sungai Karang, Kuantan with estimated gross development value of RM227 million is planned for submission to the relevant authorities and development is targeted to commence in 2015. The proposed residential development with estimated gross development value of RM270 million in Mukim of Rawang, Selangor is on hold pending the construction of surrounding infrastructure by the authorities.
 In 2014, the Group has entered into a conditional agreement to acquire 67% equity interest in Corporate Benchmark Sdn Bhd which owns a piece of vacant leasehold land in Mukim of Kuala Kuantan in Pahang measuring approximately 68.26 acres, for future development activity for which the detailed development plan is pending a feasibility study to be carried out.
 Hospitality Division
 For the new hospitality division, the construction of affordable range hotel buildings on two parcels of commercial freehold land located in Lebuh Pasar, Kuala Lumpur and Bandar Sri Damansara respectively and the third hotel to be constructed in the ongoing Emerald Avenue mixed commercial development project in Selayang are underway and is expected to be completed by early 2015. These three properties shall provide approximately 337 lettable rooms. There are also plans to construct affordable range
 hotel buildings on another two parcels of commercial freehold land located in Jalan Ampang, Kuala Lumpur and Mukim Sungai Karang, Kuantan respectively which will commence construction in 2015 and will provide approximately 415 lettable rooms when completed. These hotels will be either managed by international or local branded hotel operator, or owner-operated.
 Nevertheless, the performance of the Group will be affected by factors such as the volatility in the international and domestic metal commodity market, and the timely implementation of projects in the construction, utilities and infrastructure and property development sectors locally.
 The Group will continue to implement prudent credit and cash flow management, diversify income generating sources, identify cost savings opportunities, maintain optimum inventories level, improve production efficiency and explore export market to enhance the returns to our stakeholders.
 ACKNOWLEDGEMENT
 On behalf of the Board and Management of the Group, I thank all our valued shareholders, customers, business associates and bankers for their continued confidence and support for the Group. My sincere thanks also to all the employees of the Group for contributing to the commendable results for the year through their dedication and hard work.
 Dato’ Ismail bin HamzahChairman
 ENGTEX GROUP BERHAD I ANNUAL REPORT 20138
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DIRECTORS’ PROFILE 2013
 DATO’ ISMAIL BIN HAMZAH, aged 67, was appointed to the Board as an Independent Non-Executive Director and Chairman on 28 February 2003. He holds a Bachelor of Economics (Honours) in Analytical Economics from University of Malaya in 1970. Dato’ Ismail held various key positions in Government Agencies whereby he had over 30 years of experience in various aspects from economic, fi nance to national security. Dato’ Ismail currently sits on the Board of GUH Holdings Berhad, SCC Holdings Berhad, Marco Holdings Berhad and Goh Ban Huat Berhad. Dato’ Ismail is the Chairman of Audit Committee, Remuneration Committee and Nomination Committee. He does not have any family relationship with any director and/or major shareholder of Engtex Group Berhad. He attended all the fi ve Board meetings held during the fi nancial year ended 31 December 2013.
 DATO’ NG HOOK, aged 58, was appointed to the Board as a Non-Independent Executive Director and Group Managing Director on 3 June 2002. He is the founder of the Group. He has been involved in the hardware, pipes, valves, fi ttings and plumbing materials industry after completing his secondary education in 1973. With more than 30 years of hands-on experience in the business and acute business vision, he has developed the Group’s businesses and responsible for the continuing growth and success of the Group. Dato’ Ng Hook is a member of Remuneration Committee. He is the spouse of Datin Yap Seng Kuan. He attended all the fi ve Board meetings held during the fi nancial year ended 31 December 2013.
 NG CHOOI GUAN, aged 50, was appointed to the Board as a Non-Independent Executive Director on 3 June 2002. He is also the Managing Director of Engtex Sdn Berhad. He commenced his sales career in the hardware industry upon completion of his secondary education in 1980. He joined Engtex Sdn Berhad upon its inception in 1984 as a Sales Representative and progressed with the company to become the Managing Director. His responsibilities include sales and marketing, business development, procurement of new products for distribution, securing new exclusive distributorships/agencies and developing house-brand products. He attended all the fi ve Board meetings held during the fi nancial year ended 31 December 2013.
 DATIN YAP SENG KUAN, aged 56, was appointed to the Board as a Non-Independent Executive Director on 3 June 2002. After completing her secondary education, Datin Yap has held various administrative positions and managed her own business prior to joining Engtex Sdn Berhad. She is currently in-charge of the Group’s Treasury & Credit Control function. Her portfolio includes the monitoring of day-to-day credit control and cashfl ow, monitoring debtors’ collections and treasury function of the Group. She is the spouse of Dato’ Ng Hook. She attended all the fi ve Board meetings held during the fi nancial year ended 31 December 2013.
 NG YIK SOON, aged 46, was appointed to the Board as a Non-Independent Executive Director on 3 June 2002. He holds a Professional Diploma in Sales and Marketing from the University of Malaya Centre for Continuing Education. He has been with Engtex Sdn Berhad since completing his secondary education in 1985. He held various positions in the company prior to assuming his present role of being responsible for the sales and marketing function of a manufacturing subsidiary. He attended all the fi ve Board meetings held during the fi nancial year ended 31 December 2013.
 CHIN MEE FOON, aged 60, was appointed to the Board as an Independent Non-Executive Director on 3 June 2002. She is currently the Chief Finance Offi cer and Company Secretary of Fiamma Holdings Berhad (“Fiamma”). She is a fellow member of the Association of Chartered Certifi ed Accountants and a member of the Malaysian Institute of Accountants. She is also an associate member of the Institute of Chartered Secretaries and Administrators. She joined Fiamma as an Accountant in July 1989 and was promoted to Finance and Administration Manager in January 1992. She is responsible for the overall fi nancial management, accounting, secretarial and corporate function of Fiamma. Prior to joining Fiamma, she was with Ernst & Young, from 1984 to 1989 where she was involved in both tax compliance and advisory work. She was an Assistant Tax Manager in Ernst & Young when she left the fi rm in June 1989. She is a member of the Audit Committee, Nomination and Remuneration Committee. She does not have any family relationship with any director and/or major shareholder of Engtex Group Berhad. She attended all the fi ve Board meetings held during the fi nancial year ended 31 December 2013.
 ENGTEX GROUP BERHAD I ANNUAL REPORT 2013 9
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DR TEH CHEE GHEE, aged 47, was appointed to the Board as an Independent Non-Executive Director on 20 January 2009. He is currently a Senior Lecturer in the School of Business, Monash University Malaysia. He holds a Doctor of Philosophy degree in Trade Credit Management, a Master of Business Administration degree and an Honours Degree in Accounting, all from University Malaya. He is a member of the Malaysian Institute of Accountants and the Malaysian Institute of Certifi ed Public Accountants (“MICPA”) and has served as a Council Member of MICPA from the years 2002 to 2006. He is a fellow member of the Chartered Association of Certifi ed Accountants (“FCCA”), United Kingdom and the Chartered Tax Institute of Malaysia. He is also a member of the Association of Credit Management Malaysia.
 Dr Teh commenced his career in 1990 in Arthur Andersen-HRM (Management Services) Sdn Bhd as an associate consultant. He then served in the audit and business advisory division of Arthur Andersen & Co. between the years 1990 to 1994. He joined CWS Hygiene Sdn Bhd (“CWS”) as the Finance & Administration Manager in 1994 and when the Zuellig Group acquired CWS in 1995, he was appointed the Regional Financial Controller of Gold Coin Feedmills (M) Sdn Bhd. He joined Engtex Sdn Berhad as the Group Financial Controller in 1996 and was the PA to the Group Managing Director and Company Secretary of Engtex Group Berhad between September 2002 and May 2006. He served TH Group Berhad from June 2006 to October 2010 as the Personal Assistant to the Group Managing Director. He was also the Acting Chief Operating Offi cer of Nilai Medical Centre (formerly known as NCI Hospital owned by Asiaprise Biotech Sdn Bhd, a wholly-owned subsidiary of TH Group Berhad) from February 2010 to October 2010. He was the General Manager - Strategic Planning and Operations of TSH Resources Berhad from October 2010 to October 2012. He joined Monash University Malaysia in October 2012. He is also the Coordinator-Finance, Department of Accounting and Finance, School of Business, Monash University Malaysia from January 2013 to January 2014. In January 2014, Dr Teh was appointed as the Head of Research of the Socio-Economic Research Centre under SERC Sdn Bhd, an independent think tank initiated by the Associated Chinese Chambers of Commerce and Industry of Malaysia (“ACCCIM”). He is also an Independent Non-Executive Director of Fiamma Holdings Berhad since July 2001 and is a member of the Audit Committee, Nomination and Remuneration Committee.
 Dr Teh is a member of the Audit Committee and Nomination Committee. He does not have any family relationship with any director and/or major shareholder of Engtex Group Berhad. He attended all the fi ve Board meetings held during the fi nancial year ended 31 December 2013.
 OTHER INFORMATION:
 - All the Directors are Malaysian.
 - The Group has entered into recurrent related party transactions with parties in which the directors of the Company, namely Dato’ Ng Hook, Ng Chooi Guan and Ng Yik Soon have direct and/or indirect interests as disclosed in Note 11(i) of Statement on Corporate Governance section.
 - Datin Yap Seng Kuan is interested in the recurrent related party transactions by virtue of being the spouse of Dato’ Ng Hook.
 - Save for the above mentioned disclosure, none of the other directors have any confl ict of interest with the Group.
 - None of the Directors has been convicted of any offences within the past ten (10) years other than traffi c offences, if any.
 - Dato’ Ng Hook, Ng Chooi Guan and Ng Yik Soon are siblings. Dato’ Ng Hook is a major shareholder of Engtex Group Berhad.
 DIRECTORS’ PROFILE 2013 CONT’D
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AUDIT COMMITTEE REPORT
 The Board of Directors of Engtex Group Berhad is pleased to present the report of its Audit Committee for the fi nancial year ended 31 December 2013.
 1. SALIENT FEATURES OF THE TERMS OF REFERENCE
 Objectives
 The principal objective of the Audit Committee (“the Committee”) is to assist the Board of Directors (“the Board”) in discharging its statutory duties and responsibilities relating to accounting and reporting practices of Engtex Group Berhad (“the Company”) and its subsidiaries (“the Group”). In addition, the Committee shall: -
 a) oversee and appraise the quality of the audits conducted by both the Company’s internal and external auditors;
 b) maintain open lines of communication between the Board of Directors, the internal auditors and the external auditors for the exchange of views and information, as well as to confi rm their respective authority and responsibilities; and
 c) determine the adequacy of the Group’s administrative, operating and accounting controls.
 Composition
 a) A majority of the Committee must be Independent Directors and all its members must be ‘Non-Executive Directors’ and
 b) At least one (1) member of the Committee: -
 i) must be a member of the Malaysian Institute of Accountants; or
 ii) if he is not a member of the Malaysian Institute of Accountants, he must have at least three (3) years’ working experience and
 • he must have passed the examinations specifi ed in Part 1 of the 1st Schedule of the Accountants Act, 1967; or
 • he must be a member of one of the associations of accountants specifi ed in Part II of the 1st Schedule of the Accountants Act, 1967;
 iii) fulfi ls such other requirements as prescribed by Bursa Malaysia Securities Berhad (“Bursa Securities”).
 Functions
 The functions of the Committee are as follows: -
 a) The Committee shall review, appraise and report to the Board on:
 • the discussion with the external auditors, prior to the commencement of audit, the audit plan which states the nature and scope of the audit and to ensure co-ordination of audit where more than one audit fi rm is involved;
 • the review with the external auditors, his evaluation of the system of internal controls, his management letter and management’s response;
 • the discussion of problems and reservations arising from the external audits, the audit report and any matters the external auditors may wish to discuss;
 • the assistance given by the employees of the Group to the external and internal auditors;• any related party transaction and confl ict of interest situation that may arise within the Group or Company,
 including any transaction, procedure or course of conduct that raises questions of management integrity tasked under Paragraph 15.12(h) of the Listing Requirements.
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AUDIT COMMITTEE REPORT CONT’D
 b) To review where appropriate whether there is a reason to believe that the Group’s external auditors is not suitable for re-appointment.
 c) To consider any question of resignation or dismissal of the external auditors.
 d) To review quarterly reporting and year end fi nancial statements of the Group before submission to the Board, focusing particularly on: -
 • changes in or implementation of major accounting policy;• signifi cant adjustments arising from the audit;• signifi cant and unusual events;• the going concern assumption; and• compliance with accounting standards and other legal requirements.
 e) To review the following in respect of the internal audit function: -
 • adequacy of the scope, functions and resources of the Group Internal Audit Department and that it has the necessary authority to carry out its work;
 • internal audit programmes;• the major fi ndings of internal audit investigations and management’s responses, and ensure that appropriate
 actions are taken on the recommendations of the Internal Audit Department;• appraisal or assessments of the performance of the senior staff of the Internal Audit Department;• approval of any appointment or termination of senior staff member of the Internal Audit Department;• resignations of senior internal audit staff members and providing the resigning staff member an opportunity
 to submit his/her reason for resignation;
 f) To consider the major fi ndings of internal investigations and management’s response.
 g) To recommend the nomination and appointment of external auditors as well as the audit fee.
 h) To promptly report any matters resulting in the breach of the Bursa Securities Listing Requirements to the Board. Where the Committee is of the opinion that such matter reported by it to the Board has not been satisfactorily resolved, the Committee shall promptly report such matter to Bursa Securities.
 i) Any other function that may be mutually agreed upon by the Committee and the Board, which would be benefi cial to the Company and ensure the effective discharge of the Committee’s duties and responsibilities.
 2. MEMBERS AND MEETINGS OF THE COMMITTEE
 The Committee is pleased to report that all its members are Independent and Non-Executive Directors. The Committee met 5 (fi ve) times during the fi nancial year and the details of its members and their attendance at the Committee meetings during the fi nancial year are as follows:
 Name of Directors Meeting AttendanceDato’ Ismail bin Hamzah (Chairman of the Committee, Senior Independent Non-Executive Director)
 5/5
 Chin Mee Foon (Member, Independent Non-Executive Director)
 5/5
 Dr. Teh Chee Ghee (Member, Independent Non-Executive Director)
 5/5
 The Committee has fulfi lled the requirement of Paragraph 15.09 of the Bursa Securities Listing Requirements, which states that at least one (1) member of the Committee must be a member of the Malaysian Institute of Accountants (“MIA”).
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AUDIT COMMITTEE REPORT CONT’D
 3. ACTIVITIES DURING THE YEAR
 The main activities performed by the Committee during the fi nancial year were as follows:
 External Reporting:
 a) Reviewed the quarterly results and year-end fi nancial statements before recommending them for approval by the Board, particularly in relation to:
 1) Implementation of major changes in accounting policies.2) Signifi cant and unusual events.3) Compliance with accounting standards and other regulatory requirements.
 b) Reviewed the proposals and circulars to the shareholders of the Company, and recommended to the Board of Directors for approval and circulation.
 c) Issued the Audit Committee Report, reviewed the Statement on Risk Management and Internal Control and Statement on Corporate Governance, and recommended to the Board of Directors for inclusion in the Company’s Annual Report.
 External Audit:
 a) Reviewed with the external auditor the audit strategy and plan for the statutory audit of the Group’s fi nancial statements for the fi nancial year ended 31 December 2013.
 b) Reviewed with the external auditors their evaluation of the systems of internal controls as well as their fi ndings, recommendations and associated management responses.
 c) Convened two (2) meetings with the external auditors and Group Internal Audit Department without the presence of the executive board members and offi cers.
 d) Reviewed and recommend the re-appointment of external auditors of the Company for the fi nancial year ended 31 December 2013, as well as the auditor’s remunerations.
 Internal Audit:
 a) Reviewed the adequacy of the scope, function, competency and resources of the Group Internal Audit Department and that it has the necessary authority and capacity to carry out its work.
 b) Appraised the performance of the Group Internal Audit Department and reviewed and approved the internal audit annual plan for the fi nancial year 2014.
 c) Reviewed the results of the internal audit assignments and the actions taken on the recommendations of the Group Internal Audit Department.
 Others:
 a) Reviewed related party transactions and confl ict of interest situations that arose within the Group which might raise the questions of management integrity.
 b) Reviewed the reports from the Risk Management Committee in respect of the Group’s principal operation and business risks and the Group’s risk management policies in place to adequately identify and address these risks.
 c) Reviewed the annual budget of the Group tabled by the management for the fi nancial year ending 31 December 2014, and the general outlook for the subsequent 4 fi nancial years.
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4. TRAINING
 The training and seminars attended by the Directors during the fi nancial year are disclosed in the Statement on Corporate Governance in the Company’s Annual Report 2013.
 5. INTERNAL AUDIT FUNCTION
 The Committee is supported by the Group Internal Audit Department whose internal audit function is independent of the activities or operations of its auditees. The Committee is aware that this internal audit function is essential to assist in obtaining the assurance it requires regarding the effectiveness of the system of internal control. The Internal Audit Department is headed by the Group Internal Audit Manager.
 The main role of the internal audit function is to review the effectiveness of the system of internal control and this is performed with impartiality, profi ciency and due professional care. The major activities carried out by the Group Internal Audit Department during the fi nancial year were as follows:
 a) Evaluated the adequacy and effectiveness of key internal control features derived from risk assessment of selected business units within the Group.
 b) Conducted follow up audits on the agreed improvement plans implemented by the relevant business units and assessed the results of the implementations thereon.
 c) Ascertained the extent of compliance with established Group policies and procedures and statutory requirements.
 d) Reviewed on a quarterly basis the Recurrent Related Party Transactions (“RRPTs”) within the Group in respect of the adequacy in identifying the relevant related parties, the completeness and accuracy on the amount of RRPT reported to the Audit Committee, whether the RRPT were at arm’s length, compliance with the Group’s RRPT reporting procedures, and RRPT were within the Shareholders’ mandate given in the latest Annual General Meeting of the Company.
 e) Reviewed new policies and procedures of the Group and advised on areas pertaining to internal control features and effi ciency and integrity of reporting structure.
 f) Validated with the Risk Management Committee the results of the Group’s risk management process and report to the Committee.
 g) Reviewed the various corporate policies in respect of compliance with the Malaysian Code of Corporate Governance 2012.
 h) Presented on a quarterly basis the major fi ndings, recommendations and agreed improvement plans to the Committee.
 i) Developed audit strategy and annual audit plan for the fi nancial year 2014 based on risk assessment of the Group. The internal audit plan had been approved by the Committee.
 The cost of operating the Group Internal Audit Department for the fi nancial year was approximately RM234,000.
 AUDIT COMMITTEE REPORT CONT’D
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STATEMENT ON CORPORATE GOVERNANCE
 The Board of Directors (“Board”) of Engtex Group Berhad (“the Company”) recognises the importance of adopting high standard of corporate governance in safeguarding shareholders’ investment and enhancing shareholders’ value. As such, the Board is committed to ensure that the relevant principles and recommendations stipulated in the Malaysian Code on Corporate Governance 2012 (“MCCG 2012” or “the Code”) are applied throughout the Company and its subsidiaries (“the Group”).
 This following section set out the application of key principles and the extent to which the Company has complied with the recommendations in the Code throughout the fi nancial year ended 31 December 2013, except where it is stated otherwise.
 1. ROLES AND RESPONSIBILITIES OF THE BOARD AND MANAGEMENT
 a) Functions of the Board and Management
 Integral to its fi duciary duty to the Company’s shareholders, the role of the Board is to chart the strategic direction of the Group in order to foster the long-term success of the Group. The Board delegates the responsibility of implementing the Board approved strategies, business plans, policies and decisions to the Management which is led by the Group Managing Director.
 b) Principle Responsibilities of the Board
 The Board comprises members with extensive experience in the Group’s core businesses, i.e. pipes, valves and fi ttings (“PVF”), plumbing materials, general hardware, metal related products and property development, as well as qualifi ed individuals and professionals.
 The Board assumes the following responsibilities:
 • reviewing and adopting a Group’s strategic plan;• overseeing the conduct of the Group’s businesses;• identifying principal risks and ensuring the implementation of a proper risk management system to manage
 the risks;• overseeing the succession planning for senior management personnel;• overseeing the development and implementation of a shareholder communication policy; and• reviewing the adequacy and integrity of the Group’s management information systems and internal control
 systems.
 c) Code of Ethics and Conduct (“CEC”)
 The Board believes in the importance of instilling ethical values in the Group which will enable the Group to maximise its long term stakeholders’ value with sustainable social, environmental and governance development by conducting businesses in ethical and responsible manners. The Board therefore had established a Code of Ethics and Conduct during the fi nancial year to formalise the commitment to such ethical standards.
 The CEC applies to Directors and all levels of personnel of the Group in all their activities directly or indirectly associated with the Group. It defi nes ethical principles such as Honesty and Fairness, Respect, Professional and Competent, Accountable and Compliance, from which it establishes various ethical standards of conduct.
 The CEC is available on the Company’s corporate website.
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STATEMENT ON CORPORATE GOVERNANCE CONT’D
 d) Promoting Sustainability
 As one of the major players in the manufacturing and distribution of pipes, valves, fi ttings, building and construction materials, steel related products and property development in Malaysia, the Board is mindful of the impact of the Group’s business activities on the communities in which they operate, especially on the aspects of Environment, Social and Governance (“ESG”). The Board recognises that whilst striving for economic success, responsible corporate behaviour towards ESG issues are important to the long term sustainable success of the Group, thereby creating value for the Company’s shareholders and other stakeholders. Accordingly, the Board has established a Corporate Sustainability Policy during the fi nancial year to formalise the sustainability framework.
 The Sustainability Policy is available on the Company’s corporate website.
 e) Access to Information and Advice
 The Board is supplied with timely information in the form and of a quality appropriate to enable it to discharge its duties. The Directors have direct access to members of the senior management team, the services of the Company Secretary and the external auditors, to enable them to discharge their responsibilities. In addition, the Board shall have full and unrestricted access to any information of the Group from any employee.
 Where necessary, the Board may seek independent professional advice and information in the furtherance of their duties at the Company’s expense, so as to ensure the Directors are able to make independent and informed decisions.
 A structured agenda and comprehensive Board papers are circulated to all Directors well in advance of each Board meeting. Amongst others, the Board papers include the following:
 • Quarterly fi nancial report of the Group;• Minutes of meetings of all committees of the Board;• A current review of the operations of the Group;• Reports on Recurrent Related Party Transactions;• Directors' and substantial shareholders' share-dealings; and• Annual management plans/budget reports.
 Minutes of each Board meeting and circular resolutions of the Board are kept by the Company Secretary and are accessible by any Director during offi ce hours.
 f) Company Secretary
 The Company Secretary appointed by the Board, provides information and advice to the Board and its Committees on issues relating to compliance with laws, rules, procedures and regulations affecting the Company.
 The Company Secretary advises the Board of their obligations to adhere to, among others, matters relating to:
 a) Corporate governance matters;b) Compliance with listing requirements and related regulations;c) Maintenance of statutory records;d) Preparation and conduct of the Board, Committee and General Meetings.
 g) Board Charter
 The Board has adopted a Board Charter during the fi nancial year. The Board Charter serves as a guide to Board members and senior management. The core areas of the Board Charter include the following:-
 (i) Board Structure, which includes composition, appointments and re-election, independence of director and number of directorships;
 ENGTEX GROUP BERHAD I ANNUAL REPORT 201316

Page 18
                        
                        

STATEMENT ON CORPORATE GOVERNANCE CONT’D
 (ii) Board Role, which includes duties and responsibilities and matters reserved to the Board;(iii) Independent Chairman and Group Managing Director (“GMD”);(iv) Board Committees;(v) Board Meetings;(vi) Financial and Other Reporting;(vii) Directors’ Remuneration;(viii) Directors’ Training;(ix) Supply of Information;(x) Company Secretary;(xi) Access to Information and Independent Advice; and(xii) Investor Relations and Shareholder Communication.
 The Board Charter is available on the Company’s corporate website.
 2. STRENGTHENING THE COMPOSITION OF THE BOARD
 a) Nomination Committee (“NC”)
 The NC, chaired by a Senior Independent Non-Executive Director, consists exclusively of Independent Non-Executive Directors. The main duties of the NC are to:
 • Recommend new appointment/re-election of directors to the Board;• Recommend appointment of members to Board Committees;• Review the Board structure, size and composition;• Evaluate the performance and effectiveness of the Board, its Board Committees and individual Directors
 and to determine their training needs;• Oversee the succession planning of key personnel within the Group;• Establish orientation programme for newly appointed Directors etc.
 The NC met twice during the fi nancial year to:
 • Review and revise its terms of reference for approval by the Board;• Review the composition of the Board in terms of its balanced mix of skills, experience and expertise.• Review the attendance of Directors in respect of attending meetings of the Board and its Committees.• Review the performance of each Director.
 The attendance records of the NC are as follows:
 Name of Directors Meeting AttendanceDato’ Ismail bin Hamzah (Chairman of the Committee, Senior Independent Non-Executive Director)
 2
 Chin Mee Foon (Member, Independent Non-Executive Director)
 2
 Dr. Teh Chee Ghee (Member, Independent Non-Executive Director)
 2
 b) Appointment, Re-election and Assessment of Directors
 The Board entrusted the NC to assess the suitability of candidates for new appointment and re-election to the Board. A Directors Assessment Policy was adopted by the Board during the fi nancial year which formalises the processes, criteria and frequency of conducting performance assessment on the Board as a whole, its committees and individual Directors. The Directors Assessment Policy provides guidelines on the assessment criteria for Chairman, Group Managing Director, Executive Directors, Independent Directors and Board Committees, which are also relevant for assessing the suitability of candidates for new appointment or re-appointment of Directors. Such criteria include individual Director’s knowledge and experience in the Group’s core businesses, personal qualities, professional skills and business development skills.
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Pursuant to the Article 89.1 of the Company’s Articles of Association, all Directors are required to submit themselves for re-election at least once every three years. Directors over seventy (70) years of age are required to submit themselves for re-appointment annually in accordance with Section 129(2) of the Companies Act, 1965. Shareholders are provided with suffi cient time and information in the Annual Report, such as individual Director’s personal profi le, Board meeting attendance and shareholdings in the Company, in order to promote well-informed decision making by the Company’s shareholders.
 The NC conducted by way of self assessment twice during the fi nancial year, its periodic assessment on the effectiveness of the Board, its Committees and individual Directors, and was satisfi ed with the current composition of the Board and its Committee in respect of their balanced mix of skills, experience and expertise, as well as individual Director’s personal attributes, contribution and commitment.
 While the Board appreciates the importance of contribution from and presence of female members in the Board, the Board has not established any gender diversity policy. Nevertheless, the Board is pleased with the presence of two (2) female Directors out of the total seven (7) members in the Board since year 2002, constituting more than 28% of female representation in the Board.
 c) Remuneration Committee (“RC”)
 In accordance with its terms of reference which requires majority in the RC being Non-Executive Directors, the RC consists of three (3) Directors, of which two (2) are Independent Non-Executive Directors. The RC met twice during the fi nancial year to review and recommend remuneration packages of the Executive Directors to the Board for approval. The Board as a whole determined the remuneration of the Non-Executive Directors and the individuals concerned abstained from discussion of their own remuneration during the process.
 The records of attendance of the Remuneration Committee are as follows:
 Name of Directors Meeting AttendanceDato’ Ismail bin Hamzah (Chairman of the Committee, Senior Independent Non-Executive Director)
 2
 Dato’ Ng Hook (Member, Group Managing Director)
 2
 Chin Mee Foon (Member, Independent Non-Executive Director)
 2
 Also guided by the Director Remuneration Policy established during the fi nancial year, the RC aims to remunerate individual Directors appropriately in accordance with their respective level of competencies, scope of work and responsibilities undertaken, to attract, develop and retain high performing Directors and to encourage value creation for the Company and its Stakeholders.
 The established remuneration structure for the Executive Directors includes:
 • fi xed monthly salaries, performance linked bonuses, statutory contributions and profi t sharing;• personal benefi ts comprising company’s cell phones, cars, drivers, medical and insurance coverage etc.
 While Non-Executive Directors are paid fi xed allowances based on the number of attendance at Board and/or its Committees’ meetings, all Directors are remunerated with directors’ fees according to their participation in the Board and/or Board Committees subject to shareholders’ approval at the Annual General Meeting. All Directors are also insured by Directors and Offi cers Liability Insurance against legal costs or losses in the events legal actions are brought against them on their alleged wrongful act in their capacity as Company’s Directors.
 STATEMENT ON CORPORATE GOVERNANCE CONT’D
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The aggregate Directors’ remuneration paid or payable to all Directors of the Company by the Group and categorised into appropriate components for the fi nancial year are as follows: -
 Executive RM
 Non-Executive RM
 Total RM
 Salaries 3,355,800 - 3,355,800Bonus and profi t sharing 1,074,219 - 1,074,219Fees 172,000 130,000 302,000Allowance - 10,750 10,750EPF 505,794 - 505,794Benefi t-in-kind 76,022 - 76,022
 Total 5,183,835 140,750 5,324,585
 Directors’ Remuneration Band No. of Directors Executive Non-Executive Total
 RM1 – RM50,000 - 2 2RM50,001 – RM100,000 - 1 1RM750,001 – RM800,000 1 - 1RM850,001 – RM900,000 1 - 1RM1,350,001 – RM1,400,000 1 - 1RM2,150,001 – RM2,200,000 1 - 1
 Total 4 3 7
 3. REINFORCE INDEPENDENCE
 a) Presence of Independent Directors
 The Board comprises three (3) Independent Non-Executive Directors, one (1) Group Managing Director (“GMD”) and three (3) other Executive Directors. The Board is led by an experienced Non-Executive Chairman, Dato’ Ismail Bin Hamzah.
 The composition of the Board is well balanced, representing both the major and minority shareholders’ interests and complied with the Listing Requirements where at least two (2) Directors or one-third (1/3) of the Board, whichever is higher, must comprise of Independent Directors. The presence of Independent Non-Executive Directors provides objectivity and independent judgement to the decision making process of the Board.
 b) Assessment of Independent Directors
 The Board acknowledges that the presence of Independent Directors does not necessarily ensure the exercise of independent and objective judgement as independence mindset can be compromised by, other than direct fi nancial and non fi nancial interest in the Group, familiarity and cosy relationship with other members of the Board.
 The Board therefore, with the assistance of the NC, conduct annual review of the Independent Directors. The review processes include self and peer review within the NC, which comprises wholly of Independent Directors, and the results were further reviewed by the Board. All Independent Directors also made annual declaration to the Board on the status of their respective independence.
 STATEMENT ON CORPORATE GOVERNANCE CONT’D
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In line with MCCG 2012, Dato’ Ismail Bin Hamzah and Chin Mee Foon who have served the Board for more than nine (9) years as Independent Non-Executive Directors, have been recommended by the Board to be retained as Independent Directors on the ground that they are able to bring independent and objective judgments to the board deliberations and their position in the Board have not been compromised by their familiarity and long relationships with other board members. Their continuation as Independent Non-Executive Directors shall be subject to shareholders’ approval in the forthcoming Annual General Meeting (“AGM”) pursuant to MCCG 2012.
 The Board or its Nomination Committee will continue to assess the independence of the above two Independent Directors from time to time to determine their suitability to continue as Independent Director in the Board.
 With the inception of the Directors’ Assessment Policy adopted by the Board during the fi nancial year, the Board and its NC will be guided by this policy in carrying out the assessment of Directors in all relevant aspects.
 c) Distinct Roles Between Board Chairman and GMD
 The roles and responsibilities of the Chairman and the GMD are distinct and separate to ensure that there is a balance of power and authority. The Chairman, being Non-Executive, heads the Board and is responsible for the leadership, effectiveness, conduct and governance of the Board; whereas the GMD oversees and manages the day-to-day operations of the Group and undertakes executive decision making and implementation of policies and decisions.
 The roles and responsibilities of the Board Chairman and GMD are prescribed in the Company’s Board Charter which is available for viewing on the Company’s corporate website.
 4. FOSTER COMMITMENT
 a) Time Commitment
 The annual schedule of meetings of the shareholders, the Board and its Committees are set at the beginning of each fi nancial year to enable the Directors to plan ahead and to facilitate their commitment on these meetings. Additional meetings are planned as and when necessary.
 The typical numbers of meetings planned for each fi nancial year are as follows:
 Type of Meeting No. of Meeting PlannedAGM 1Board of Directors 5Audit Committee 5Nomination Committee 2Remuneration Committee 2
 The record of attendance for the Directors who held offi ce during the said fi nancial year is set out below:
 Name of DirectorsNo. of Board
 meetings attendedNo. of AGM
 attendedDato’ Ismail bin Hamzah (Chairman, Senior Independent Non-Executive Director)
 5 1
 Dato’ Ng Hook (Group Managing Director)
 5 1
 Ng Chooi Guan (Executive Director)
 5 1
 Ng Yik Soon (Executive Director)
 5 1
 STATEMENT ON CORPORATE GOVERNANCE CONT’D
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Name of DirectorsNo. of Board
 meetings attendedNo. of AGM
 attendedDatin Yap Seng Kuan (Executive Director)
 5 1
 Chin Mee Foon (Independent Non-Executive Director)
 5 1
 Dr. Teh Chee Ghee (Independent Non-Executive Director)
 5 1
 The attendance record of the Directors on the meetings of the Audit Committee, Nomination Committee and Remuneration Committee are stated in the Audit Committee Report on page 11 to 14 of the Company’s Annual Report 2013 and paragraphs 2(a) and 2(c) of this statement.
 All Directors are advised to notify the NC or the Board before accepting new directorship of any public listed companies, and any resignation of similar nature.
 b) Directors’ Training
 During the fi nancial year, the Nomination Committee is tasked by the Board with the responsibility to evaluate and determine the training needs of its directors at least on an annual basis.
 The training programmes and seminars attended by the Directors during the fi nancial year are:
 Directors Training Programmes Date attended
 Dato’ Ismail Bin Hamzah • Current Development in Combating Late Payment and Credit Management in Malaysia
 16 May 2013
 Dato’ Ng Hook • Current Development in Combating Late Payment and Credit Management in Malaysia
 16 May 2013
 Ng Chooi Guan • Current Development in Combating Late Payment and Credit Management in Malaysia
 • Talks by MITI, SIRIM, CIDB and CUSTOM on the abolishment of FTC and the importation procedures
 • Talk on GST and Income Tax
 16 May 2013
 17 July 2013
 31 Oct 2013Ng Yik Soon • Current Development in Combating Late Payment and Credit
 Management in Malaysia16 May 2013
 Datin Yap Seng Kuan • Current Development in Combating Late Payment and Credit Management in Malaysia
 16 May 2013
 Chin Mee Foon • MFRS Update 2012/2013 Seminar• Updates of the 2012/2013 IFRS – Compliant Malaysian
 Financial Reporting Standards• Current Development in Combating Late Payment and Credit
 Management in Malaysia
 21 March 201312 April 2013
 16 May 2013
 Dr. Teh Chee Ghee • National Accounting Educators Symposium (NAES) 2013• MIT Asia Conference in Accounting
 13 & 14 May 201313 & 14 July 2013
 The Directors will continue to undergo relevant programmes and seminars to further enhance their knowledge to enable them to discharge their duties and responsibilities more effectively.
 The Board will establish a structured orientation and induction programme for any newly appointed Directors of the Company.
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5. UPHOLD INTEGRITY IN FINANCIAL REPORTING
 a) Financial Reporting
 The Board aims to present a balanced, clear and meaningful assessment of the Group’s fi nancial position and prospect in all its reports to the shareholders, investors and regulatory authorities. The Audit Committee assists the Board in scrutinising information for disclosure to ensure accuracy, adequacy and completeness, ensuring the fi nancial statements comply with applicable fi nancial reporting standards in Malaysia.
 b) Audit Committee and the External Auditors
 The Audit Committee is responsible for the recommendation on the appointment and re-appointment of the Company’s external auditors and the approval of their audit fees. During the fi nancial year, the Audit Committee and the Board had received confi rmation of independence from the external auditors. In compliance with the requirement of the Malaysian Institute of Accountants, the external auditors rotate the audit engagement partners with the Company every 5 (fi ve) years. In assessing the suitability of the external auditors, the Audit Committee considers the adequacy and quality of resource for the audit engagement and is satisfi ed with the proceeding of the engagement.
 The external auditors are invited to attend the Audit Committee meetings. They highlight to the Audit Committee matters requiring attention including the Group’s accounting policies and audit fi ndings. The Audit Committee also discusses and approves the scope of the audit and fi ndings of the external auditors, and reports to the Board on those fi ndings.
 During the fi nancial year, the external auditors attended all the fi ve (5) Audit Committee meetings held.
 The activities of the Audit Committee with the external auditors are also stated in the Audit Committee Report.
 6. RECOGNISE AND MANAGE RISKS
 a) Risk Management Framework
 The Directors, through its Audit Committee and the Risk Management Committee, has carried out the ongoing process of identifying, evaluating and managing the key commercial and fi nancial risks facing the Group. The evaluation of the risks has led to the development of specifi c management strategies to address issues involved in the achievement of its business objectives.
 The Statement on Risk Management and Internal Control is set out on page 29 and 30 of the Annual Report. It provides an overview of the state of internal control within the Group including the main features of risk management framework and internal control system.
 b) Internal Audit Function
 The Audit Committee is supported by a Group Internal Audit Department (“IAD”). The head of IAD reports directly to the Audit Committee. The reviews by the IAD covers processes in respect of corporate governance, risk management and internal control.
 The responsibilities and activities of the IAD is disclosed in the Statement on Risk Management and Internal Control set out on page 29 and 30 of the Annual Report.
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7. TIMELINESS AND QUALITY OF DISCLOSURE
 a) Disclosure Standards
 The Board is committed to provide relevant information to the shareholders and other stakeholders on a timely and accurate manner and in compliance with the requirements of Bursa Securities.
 b) Corporate Website
 The Company endeavours to ensure that current shareholders, potential future shareholders, fi nancial community and the general public have an easy and convenient access to the Group’s fi nancial, corporate and governance information via its website at www.engtex.com.my.
 8. STRENTHENING RELATIONSHIP WITH SHAREHOLDERS
 Encourage Shareholders’ Participation
 The Group recognises the importance of establishing a direct line of communication with shareholders and investors through timely dissemination of information on the Group’s performance and corporate developments via appropriate channels of communication.
 Platforms for dissemination of information include the AGM and Extraordinary General Meetings (“EGM”), if any, distribution of Annual Reports and relevant circulars and prospectuses. Information on the fi nancial performance of the Group is communicated to the public via the announcement of its fi nancial results to Bursa Securities on a quarterly basis.
 The AGM is the principal forum for communicating with shareholders. The Chairman and the Board will encourage shareholders to attend and participate in an open discussion during the AGM. Shareholders who are unable to attend are allowed to appoint a proxy to attend and vote on their behalf. Shareholders are given the opportunity to seek clarifi cation on any matters pertaining to Company’s fi nancial performance, corporate governance and other matters affecting shareholders’ interests.
 The Chairman will ensure that the Shareholders are informed of their rights to demand for poll voting at the commencement of each general meeting.
 The GMD and his designated senior personnel regularly meet with institutional investors to provide updates on the Group’s progress and to address any Shareholder’s concerns being raised.
 9. RESPONSIBILITY STATEMENT BY DIRECTORS
 The Directors are required by the Companies Act, 1965 to prepare fi nancial statements for each fi nancial year which have been made out in accordance with Financial Reporting Standards so as to give a true and fair view of the state of affairs of the Group and Company at the end of the fi nancial year and the results and cash fl ows of the Group and Company for the fi nancial year.
 In preparing the fi nancial statements, the Directors have:
 • selected suitable accounting policies and applied them consistently;• made judgements and estimates that are reasonable and prudent; and• ensured that all applicable accounting standards have been followed.
 STATEMENT ON CORPORATE GOVERNANCE CONT’D
 ENGTEX GROUP BERHAD I ANNUAL REPORT 2013 23

Page 25
                        
                        

The Directors have responsibility for ensuring that the Company keeps accounting records which disclose with reasonable accuracy the fi nancial position of the Group and the Company and which enable them to ensure fi nancial statements comply with the requirements of the Companies Act, 1965 and applicable disclosure provisions of the Listing Requirements of the Bursa Malaysia Securities Berhad.
 The Directors have overall responsibilities for taking such steps as are reasonably open to them to safeguard the assets of the Group to prevent and detect fraud and other irregularities.
 10. COMPLIANCE STATEMENT
 The Board is satisfi ed that the Company had applied with most of the principles and best practices of the MCCG 2012 during the fi nancial year. Henceforth, the Board is committed and will continue to enhance compliance with the MCCG 2012 within the Company and the Group.
 11. OTHER INFORMATION
 a) Non-audit Fees
 During the fi nancial year ended 31 December 2013, the non-audit fees paid or payable to the external auditors or a fi rm or company affi liated to the auditors’ fi rm by the Group amounted to RM35,000.
 b) Share Buy-back
 Details of the Company’s share bought back by the Company during the fi nancial year are set out below:
 MonthNo. of Shares
 PurchasedLowest Price(RM/Share)
 Highest Price (RM/Share)
 Average Price (RM/Share)
 Total Consideration
 (RM)Feb-13 500,000 0.800 0.830 0.819 411,051.35Mar-13 185,000 0.795 0.795 0.795 147,708.36Apr-13 500,000 0.700 0.755 0.732 367,547.80May-13 469,100 0.650 0.975 0.705 332,589.13Nov-13 10,000 1.670 1.680 1.675 16,872.53
 At the end of the fi nancial year, a total of 11,410,000 ordinary shares of RM0.50 each were retained as treasury shares. Subsequent to the fi nancial year end, the Company disposed off 9,100,000 of its treasury shares for a consideration of RM17,657,106 in the open market at an average price of RM1.94 per share.
 c) Options, Warrants or Convertible Securities
 During the fi nancial year, 10,800 warrants were exercised by registered warrantholders to subscribe for 10,800 new ordinary shares at a price of RM1.25 per ordinary share. As at 31 December 2013, 98,989,200 (2012: 99,000,000) warrants remained unexercised.
 Except as disclosed above, there were no options, warrants or convertible securities issued or exercised during the fi nancial year under review.
 d) Imposition of Sanctions/Penalties
 There were no sanctions and/or penalties imposed on the Company and its subsidiaries, Directors or management by the relevant regulatory bodies.
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e) Depository Receipt Programme
 The Group did not sponsor any depository receipt programme during the fi nancial year.
 f) Variance in Results
 There were no deviation by 10% or more between the profi t after tax for the audited fi nancial statements ended 31 December 2013 and the unaudited results previously announced.
 g) Profi t Guarantee
 The Company did not receive any form of profi t guarantee from any parties during the fi nancial year under review.
 h) Material Contracts
 Neither the Company nor any of its subsidiaries has entered into any material contracts which involved directors’ and major shareholders’ interests during the fi nancial year.
 i) Recurring Related Parties Transactions
 Transaction Party Nature of Transaction Related Party Relationship RMEngtex Group Bhd (“EGB”)
 Purchase of insurance servicesKota Niaga Sdn Bhd
 (“KNSB”)Note 2 20,963
 Engtex Sdn Bhd (“ESB”), a wholly-owned subsidiary of EGB
 Rental of premises payable
 NKG Resources Sdn Bhd (“NKG”)
 Note 1 4,200
 Belgold (M) Sdn Bhd (“Belgold”)
 Note 2 120,000
 Sales of pipes, valves, fi ttings, plumbing materials or general hardware products
 Eng Seng Han Hardware Sdn Bhd
 (“ESH”)Note 2 344,818
 KNSB Note 2 227,755Pindaya (M) Sdn Bhd
 (“Pindaya”)Note 3 1,206
 Purchase of pipes, valves, fi ttings, plumbing materials or general hardware products and insurance services
 ESH Note 2 4,368
 KNSB Note 2 477,314
 Allpipes Technology Sdn Bhd, a subsidiary of EGB
 Purchase of general hardware products and insurance services
 ESH Note 2 16,406KNSB Note 2 192,751
 Canova Manufacturing Sdn Bhd, a subsidiary of EGB
 Purchase of general hardware products and insurance services
 ESH Note 2 2,690
 KNSB Note 2 20,465
 Engtex Pipe Industry Sdn Bhd, a subsidiary of EGB
 Purchase of insurance services KNSB Note 2 3,971
 Benton Corporation Sdn Bhd, a wholly-owned subsidiary of EGB
 Purchase of general hardware products and insurance services.
 KNSB Note 2 130,376
 Sales of general hardware products
 ESH Note 2 5,400
 Rental of premises payableNKG Note 1 4,200
 Belgold Note 2 60,000Engtex Project Management Sdn Bhd, a wholly-owned subsidiary of EGB
 Purchase of general hardware products and insurance services
 KNSB Note 2 3,640
 Rental of premises payable Pindaya Note 3 43,155
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Transaction Party Nature of Transaction Related Party Relationship RM
 Engtex Marketing Sdn Bhd, a wholly-owned subsidiary of EGB
 Sales of building materials ESH Note 2 1,386Purchase of building materials and insurance services
 ESH Note 2 17,781KNSB Note 2 21,165
 Rental of premises payable Belgold Note 2 264,000
 LYE Manufacturing Sdn Bhd, a wholly-owned subsidiary of EGB
 Purchase of general hardware products and insurance services
 ESH Note 2 89,956KNSB Note 2 43,746
 Rental of premises payableFiromaz Sdn Bhd
 (“Firomaz”)Note 4 600,000
 LYE Marketing Sdn Bhd, a wholly-owned subsidiary of EGB
 Purchase of insurance services KNSB Note 2 25,599
 Engtex Metals Sdn Bhd (“EMTSB”), a wholly-owned subsidiary of EGB
 Purchase of general hardware products and insurance services
 KNSB Note 2 328,711ESH Note 2 18,016
 Rental of premises payable Belgold Note 2 36,000
 Consultancy fees payableRW Management &
 Enterprise (“RWME”)Note 12 270,500
 Engtex Metal Products Sdn Bhd, a wholly-owned subsidiary of EGB
 Purchase of general hardware products and insurance services
 KNSB Note 2 34,427
 Engtex Wire Industries Sdn Bhd, a wholly-owned subsidiary of EGB
 Purchase of insurance services KNSB Note 2 2,919
 Eng Lian Hup Trading Sdn Bhd (“ELHT”), a wholly-owned subsidiary of EGB
 Purchase of insurance services KNSB Note 2 28,440Sales of general hardware and steel products
 Jixing Hardware Sdn Bhd (“Jixing”)
 Note 10 1,254
 Purchase of general hardware and steel products
 Jixing Note 10 680
 Hachita Enterprise Sdn Bhd, a wholly-owned subsidiary of EGB
 Purchase of general hardware products and insurance services
 ESH Note 2 13,114
 KNSB Note 2 79,108
 Engtex Ductile Iron Pipe Industry Sdn Bhd, a subsidiary of EGB
 Purchase of general hardware products
 ESH Note 2 7,771
 Purchase of insurance services KNSB Note 2 201,962Rental of premises payable Firomaz Note 4 60,000
 Engtex Ductile Iron Marketing Sdn Bhd, a wholly-owned subsidiary of EGB
 Purchase of general hardware products and insurance services
 KNSB Note 2 11,585
 Engtex Properties Sdn Bhd, a wholly-owned subsidiary of EGB
 Purchase of general hardware products and insurance services
 KNSB Note 2 33,318
 Purchase of general hardware products
 ESH Note 2 141
 Rental of premises payable Pindaya Note 3 103,572Alimach Holdings Sdn Bhd, a wholly-owned subsidiary of EGB
 Purchase of general hardware products
 ESH Note 2 130
 Purchase of insurance services KNSB Note 2 148Mega Alliance Builder Supplies Sdn Bhd, a subsidiary of EGB
 Purchase of insurance services KNSB Note 2 3,880
 Apsonic Sdn Bhd, a wholly-owned subsidiary of EGB
 Purchase of insurance services KNSB Note 2 18,090
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Transaction Party Nature of Transaction Related Party Relationship RMELH Hardware Sdn Bhd, a wholly-owned subsidiary of EGB
 Purchase of insurance services KNSB Note 2 10,537
 Engtex Industries Sdn Bhd, a wholly-owned subsidiary of EGB
 Purchase of general hardware products
 ESH Note 2 1,480
 Purchase of insurance services KNSB Note 2 45,652Engtex Water Solutions Sdn Bhd, a wholly-owned subsidiary of EGB
 Purchase of insurance services KNSB Note 2 8,417
 East Coast Metals Sdn Bhd (“ECM”), a subsidiary of EGB
 Sales of general hardware and steel products
 TG Hardware Trading & Supplies (“TG Hardware”)
 Note 5Note 6
 1,878,121
 TG Pipeline Marketing Sdn Bhd
 (“TGPM”)
 Note 6Note 8
 486,103
 Prestimega Sdn Bhd (“Prestimega”)
 Note 6Note 15
 1,327,980
 Purchase of insurance services KNSB Note 2 72,374
 Purchase of general hardware and steel products
 TG HardwareNote 5Note 6
 122,779
 TGPMNote 6Note 8
 9,581
 Rental of premises payable How Thong Guan Note 6 184,800
 East Coast Manufacturing Sdn Bhd (“ECMG”), a subsidiary of EGB
 Purchase of general hardware and steel products
 TG HardwareNote 5Note 7
 86,800
 TGPMNote 6Note 8
 7,165
 Purchase of insurance services KNSB Note 2 43,329Rental of premises payable How Thong Guan Note 7 380,400
 Wiki Pratama Sdn Bhd (“Wiki”), a subsidiary of EGB
 Interest payableLeohana Holdings
 Sdn Bhd (“Leohana”)Note 9
 Note 1357,632
 Consultancy fees payableLead On Resources
 (“Lead On”)Note 9
 Note 1463,000
 Purchase of insurance services KNSB Note 2 37,759
 Purchase of kitchen appliancesKawan Lama
 Ventures Sdn Bhd (“Kawan Lama”)
 Note 9Note 16
 618
 Sales of kitchen appliancesPindaya Note 3 990
 Kawan LamaNote 9
 Note 16569,126
 EngLen Metals Sdn Bhd (“ELMetals”), a subsidiary of EGB
 Purchase of steel products and transport services
 Kah Len Hardware Sdn Bhd (“Kah Len”)
 Note 11 4,066
 Purchase of insurance services KNSB Note 2 68EngLen Manufacturing Sdn Bhd (“ELMfg”), a subsidiary of EGB
 Purchase of insurance services KNSB Note 2 2,500
 Purchase of building materials Kah Len Note 11 24,282
 Engtex (S) Pte Ltd, a wholly-owned subsidiary of EGB
 Purchase of insurance services KNSB Note 2 12,278
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Note:
 1. NKG is a company wholly owned by Dato’ Ng Hook, Ng Chooi Guan and Ng Yik Soon (the Directors of EGB) and Ng You Chai, Ng Chin Man, Ng Ai Swee and Ng Ah Leong, who are all siblings.
 2. 100% owned by NKG.3. 85.05% owned by NKG.4. 100% owned by Dato’ Ng Hook and Datin Yap Seng Kuan (the Directors of EGB).5. How Thong Guan is the sole proprietor of TG Hardware. 6. How Thong Guan holds directorship and owns 40% equity interest in ECM. 7. How Thong Guan holds directorship and owns 40% equity interest in ECMG.8. How Thong Guan holds directorship and owns 97.6% equity interest in TGPM.9. Leong Meng Sam holds 29% equity interest and directorship in Wiki. 10. The late Loh Eam Chong owned 13% equity interest in Jixing and held directorship in ELHT until his demise in
 February 2013, and accordingly Jixing ceased to be a related party thereof.11. Lee Wee Kok holds directorship and 60% equity interest in Kah Len, he also owns 40% equity interest in ELMetals
 and ELMfg.12. Wong Ah Choo is the sole proprietor of RWME and holds directorship in EMTSB.13. Leong Meng Sam and spouse hold 100% equity interest in Leohana.14. Leong Meng Sam’s spouse is the sole proprietor of Lead On.15. How Thong Guan owns 25% equity interest in Prestimega.16. Daughters of Leong Meng Sam hold 80% equity interest in Kawan Lama.
 (This statement is made in accordance with the resolution of the Board of Directors dated 11 April 2014.)
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STATEMENT ON RISK MANAGEMENT AND INTERNAL CONTROL
 BOARD RESPONSIBILITIES
 The Board is overall responsible for maintaining a sound and effective system of risk management and internal control within the Company and its subsidiaries (“Group”). The system covers activities relating to business operations, assets management, fi nancial management, risk management, corporate governance, information database integrity and other control activities. The adequacy and effectiveness of the system is important for the Group to achieve its corporate strategies and objectives.
 Notwithstanding the above, the system of risk management and internal controls implemented are designed to manage rather than to eliminate all the risks associated with the conduct of the businesses. The system therefore only provides reasonable but not absolute assurance on the Group’s ability to manage its risk in order to achieve its corporate strategies and objectives.
 RISK MANAGEMENT
 The Board has established a formal risk management framework which outlines the risk management processes of the Group. The Board is assisted by a Risk Management Committee which has been established in accordance with the framework to drive the risk management processes in identifying principal business risks and ensuring the implementation of appropriate action plans to manage these risks. The Risk Management Committee is headed by the Group Managing Director and its members consist of senior management personnel within the Group.
 In establishing the risk management structure, signifi cant business units and functional departments within the Group are identifi ed to carry out bi-annual risk analysis which comprises risk assessment, control assessment and reporting the resultant risk exposure to the Risk Management Committee.
 The Risk Management Committee met twice during the fi nancial year to:
 • Review the risk assessment reports and risk registers of various signifi cant business units and departments who had carried out their respective risk assessment exercises and risk register maintenance in accordance with the processes prescribed in the Framework.
 • Review the risk exposure according to its business segments;• Review the risk exposure at the entity level;• Review and ensure the adequacy and effectiveness of the internal control features in mitigating the identifi ed signifi cant
 risks of various signifi cant business units and departments;
 The Risk Management Committee reported the results of its reviews to the Audit Committee and the Board for adoption.
 INTERNAL CONTROLS
 The Board continues to uphold and implement strong control structure and environment with the following key control processes to identify, evaluate and mitigate weaknesses of the Group’s internal control system. The system of internal control is maintained to achieve the following objectives: -
 • Upholding integrity of information;• Compliance with the established policies, procedures and regulations; and• Safeguard of company assets and shareholders’ interest.
 The key features of the Group’s existing system of internal control are described below: -
 • The Board reviews key business risks on a half yearly basis with the assistance of the Audit Committee, the Risk Management Committee and the Group Internal Audit Department.
 • The Board tasks its Audit Committee to review the adequacy and effectiveness of the system of internal control. The Audit Committee reviews the reports prepared by the Group Internal Audit Department which are based on fi eldworks performed according to the outcome of risk assessment and annual audit plan as approved by the Audit Committee and the Board.
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STATEMENT ON RISK MANAGEMENT AND INTERNAL CONTROL CONT’D
 • Organisation structures are properly drawn up according to functions and responsibilities, and key responsibilities are properly segregated.
 • An annual budget is prepared to facilitate monitoring of the Group’s fi nancial performance. The actual fi nancial performance is reviewed regularly against the budget.
 • Financial results are reviewed quarterly by the Audit Committee and the Board.• Internal control features, policies and procedures are closely monitored and periodically reviewed by the management
 and the Group Internal Audit Department to address any weaknesses detected and adopt any amendments where it deem necessary.
 • The Group Managing Director discusses business, operational and key management issues with the heads of operation units on a regular basis and holds respective management meetings with them at least on a quarterly basis.
 • A reporting system is in place to facilitate timely generation of fi nancial information for management review.• The Group has a policy on fi nancial limits on approving authority for its operating and capital expenditure.• Implementation of a written Whistle Blowing Policies and Procedures which set out formal channels through which
 relevant matters may be raised by concerned parties.• Implementation of a written Fraud Reporting Policies and Procedures which outlines the manner in which actual and
 potential fraud incidents are handled.
 INTERNAL AUDIT FUNCTION
 In accordance with Principle No. 6 of Malaysian Code on Corporate Governance 2012, the Board has established an internal audit function to review the adequacy and integrity of its system of internal control. The internal audit team assists the Audit Committee by providing reasonable assurance that a sound system of internal controls exists from their review of such controls and procedures of the Group.
 The internal audit function includes the review of the internal controls and key activities of the respective business entities of the Group based on risk-based approach and reports to the Audit Committee on a quarterly basis. The Audit Committee reviews the internal audit reports, risk management reports and discusses them with the Board accordingly.
 CONCLUSION
 The Board, with assurance from the Group Managing Director and the Chief Financial Offi cer, is satisfi ed that the nature and scope of the system of risk management and internal control of the Group has been generally adequate and effective in mitigating identifi ed risks to achieve its business objectives.
 (This statement is made in accordance with the resolution of the Board of Directors dated 11 April 2014)
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