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5 YEARS FINANCIAL REVIEW AND
FINANCIAL SUMMARY BY DIVISION

FINANCIAL YEARS ENDED 31 DECEMBER
AUDITED (RM’000)

2004 2005 2006 2007 2008
Restated Restated Restated Restated

Turnover 182,877 190,483 159,259 137,319 126,472
Profit/(Loss) before taxation (16,767) (44,729) (66,985) 3,120 649
Loss after taxation (17,048) (45,505) (68,767) (3,083) (7,360)
Net loss attributable to ordinary shareholders (17,972) (41,565) (60,752) (4,231) (7,541)
Net loss per share (sen) - basic (17.30) (40.00) (58.43) (4.03) (5.00)
Property, plant and equipment 154,558 145,810 104,556 96,441 105,247
Total assets 376,277 358,198 235,352 190,870 192,388
Shareholders’ funds 170,732 128,170 66,401 74,801 108,333
Net tangible assets 161,827 120,155 59,270 69,713 104,007
Total debt 134,867 140,454 96,887 62,733 45,367
Total debt/Shareholders’ funds 0.79 1.10 1.46 0.84 0.42
Pre-tax result/Turnover (%) 9.17) (23.48) (42.06) 2.27 0.51

Pre-tax result/Equity (%) (15.98) (42.63) (63.84) 2.65 0.37

Pre-tax result/Total assets (%) (4.46) (12.49) (28.46) 1.63 0.34
Pre-tax result/Shareholders’ funds (%) (9.82) (34.90) (100.88) 417 0.60
Current ratio (times) 1.52 0.82 0.91 0.94 2.08

TURNOVER 2008 (RM Million) TURNOVER 2007 (RM Million)
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1.2 0.1
I I I I I I I I I I I I
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GROUP STRUCTURE As AT 15 APRIL 2009

AIC CORPORATION BERHAD
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DIRECTORS’ PROFILE

DATUK MAJ (H) GOH TIAN CHUAN
Executive Chairman
Malaysian, aged 47

Datuk Goh Tian Chuan was appointed to the Board on 15
June 2006. He was also appointed as a member of the
Remuneration Committee of the Company on 31 July 2006. He
was redesignated as Executive Chairman on 2 July 2007.

He was a Senior Police Officer attached to the Police Head
Quarters, Kepayan, Kota Kinabalu, Sabah for 13 years. He
started his own business after leaving the police force in
the year 1994. He joined Everise Ventures Sdn Bhd and a
number of other subsidiaries of Repco Holdings Berhad in
October 1995. In September 2000, he was appointed as a
Non-Executive and Non-Independent Director of Repco
Holdings Berhad and resigned on 27 August 2004. On 8
November 2004, he was appointed as a Non-Independent and
Non-Executive Director of Cepatwawasan Group Berhad. He
was redesignated as Chief Executive Officer on 8 April 2005
and as Chairman of Cepatwawasan Group Berhad from 25
July 2005 to 31 October 2005. He was also an executive
director of Nucleus Electronics Ltd (“Nucleus”), which is listed
on the Main Board of the Stock Exchange of Singapore from 1
June 2006 to 6 March 2007.

He is the Executive Chairman of Jotech Holdings Berhad
(“Jotech”) and Nakamichi Corporation Berhad (“NCB”), both
listed on the Second Board of Bursa Malaysia Securities
Berhad (“Bursa Malaysia”).

OOl BOON PIN
Executive Director/Group Chief Executive Officer
Malaysian, Aged 51

Ooi Boon Pin was appointed to the Board on 20 August 2008
as an Executive Director and Group Chief Executive Officer
of AIC.

He graduated with an honours degree in Manufacturing
Technology from the National Institute for Higher Education
(University of Limerick), Ireland in 1981. In 1978, he joined
Analog Devices B.V.,, Ireland, a company involved in design
and wafer fabrication, assembly and test of semiconductors,
as a Product Development Engineer and later as a Process
Engineer in the assembly department. Upon his return to
Malaysia in 1981, he joined Micro-Machining Sdn Bhd, as a
Quality Assurance Engineer where he was in charge of quality
assurance in tool room and lead frame stamping facility. He
later assumed the position of Project Engineering Manager
and was responsible for the development of new tool
designs and end-of-line assembly equipment from design to
manufacturing. He later set up Prodelcon Sdn Bhd in 1985
and is its Managing Director from 1996 till now. He was an
Executive Director of Jotech since 30 April 1997 but was
redesignated as a Non-Independent Non-Executive Director
on 20 August 2008. He is also a member of the Audit and
Nomination Committees of Jotech and a council member of
the Penang Skills Development Centre.

CHEN HENG MUN
Executive Director/Chief Financial Officer
Malaysian, aged 39

Chen Heng Mun was appointed to the Board on 1 August 2007
as an Executive Director. He is also the Chief Financial Officer
of AIC. Prior to joining AIC as the Group Accountant in
February 1996, he worked for five years in KPMG, an
international public accounting firm. He is a member of the
Malaysian Institute of Accountants, Malaysian Institute of
Certified Public Accountants and CPA Australia. He is also a
Non-Independent and Non-Executive Director of NCB and AV
Ventures Corporation Berhad, both listed on the Second Board
of Bursa Malaysia in 2008. He was a Director of Jotech and
Nucleus from 3 January 2007 to 2 July 2007 and 17 January
2005 to 1 June 2006 respectively.

YAHYA BIN RAZALI
Independent Non-Executive Director
Malaysian, aged 53

Yahya Bin Razali was appointed to the Board on 15 June 2006
as an Independent Non-Executive Director. He was appointed
as the Chairman of the Nomination Committee on even date
and is a member of the Audit Committee and Remuneration
Committee.

He obtained his Bachelor of Science (Finance) from Southern
lllinois University and MBA from Berkeley, United States in
1982 and 1984 respectively. He worked with the Ministry of
Culture, Youth and Sports of Malaysia from 1977 to 1979. In
1984, he joined the United State Leasing Corporation, San
Francisco, United States as a Financial Analyst. In 1986, he
worked as a Consultant with Alexander Proudfoot Productivity
Consultant Pte Ltd in Singapore. He also held the position of
Investment Manager and Executive Director for Selangor
Foundation and Grand United Holdings Berhad respectively
from 1988 to 1993. He was the Fund Manager cum Associate
Director for Spectrum Asset Management Sdn Bhd, a licensed
fund management company.

He was appointed an Independent Non-Executive Director
of NCB on 12 December 2007. He is presently the
Chairman of the Audit Committee, Nomination Committee
and Remuneration Committee of NCB. He was also an
Independent and Non-Executive Director of RNC Corporation
Berhad for the period 1998 to 2004.
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DIRECTORS’ PROFILE (Cont’d)

NG KOK HOK
Independent Non-Executive Director
Malaysian, aged 48

Ng Kok Hok was appointed to the Board on 1 September 2007
as an Independent Non-Executive Director. On the same date,
he was appointed as Chairman of the Audit Committee and
Remuneration Committee and is a member of the Nomination
Committee of the Company.

He held the position of an Accountant in several private
limited companies involved in telecommunications and
manufacturing of industrial plastic containers and the trading
of industrial chemicals. He has also served as an Accountant
and was later promoted to the position of Financial Controller
for Kuala Lumpur Mutual Fund Berhad (now known as Public
Mutual Berhad). He then joined as General Manager and
subsequently progressed to Chief Executive Officer of TA
Unit Trust Management Berhad. Thereafter he was involved
in several businesses which included international trade,
e-commerce and travel agencies. He is the founder and is
currently the Executive Director of Alpha Outlook Sdn Bhd, a
company principally involved in power quality products and
energy management systems.

He is a Chartered Accountant with the Malaysian Institute of
Accountants, an Associate Member of the Chartered Institute
of Management Accountants and a Member of the Financial
Planning Association of Malaysia.

ADDITIONAL INFORMATION

YAP FOOK CHIN
Independent Non-Executive Director
Malaysian, aged 42

Yap Fook Chin was appointed to the Board on 1 October 2007
as an Independent Non-Executive Director and was appointed
to the Audit Committee of the Company on 29 November
2007.

He graduated with a Bachelor of Engineering in Civil
Engineering in 1990 from RMIT University, Australia. He also
holds a Post Graduate Diploma in Computer Science from
Melbourne University, Australia.

He is currently a director of Everise Ventures Sdn Bhd and acts
as the treasurer of the Sandakan Turf Club. He is also
currently holding several directorships in a few plantation
companies.

LIEW CHENG YORK
Non-Independent Non-Executive Director
Malaysian, Aged 46

Liew Cheng York was appointed to the Board on 20 August
2008 as a Non-Independent Non-Executive Director of AIC.

She started her career in Compact Metal (S) Pte Ltd, a
manufacturer of window and door frames for buildings. In
1988, she joined Abis Electronic (S) Pte Ltd, a company
principally involved in metal stamping as an Administration
Manager and later left to set up Jotech Metal Fabrication
Industries Sdn Bhd (“JoMetal”) in 1989. She has been the
Executive Director of JoMetal since its incorporation. She was
a Non-Independent Non-Executive Director of Jotech since 7
August 1995 and was redesignated as an Executive Director
on 1 February 2008.

Conflict of Interest/Family relationships with any Director and/or major Shareholder

None

Convictions for offences (within the past 10 years, other than traffic offences)

None

Particulars of material contracts of the Group, involving directors and major shareholders’ interest

Save as disclosed under Material Contracts on page 86, there are no material contracts of the Group involving Directors and Major

Shareholders’ interest.
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MESSAGE FROM THE EXECUTIVE CHAIRMAN

OVERVIEW

2008 marked the completion of the Group’s restructuring plans which were initiated back in 2006. We had in 2008 completed
our rights issue with free warrants, disposed off our non-core businesses, the Display and Electronics Divisions and expanded
our core Semiconductor business with the acquisition of Prodelcon Sdn Bhd which represents our Precision Tooling and
Automation Division currently.

However, 2008 also witnessed a year of unprecedented global economic turmoil and financial crisis. Around the world, stock
markets have fallen, large financial institutions have collapsed or been bought out, and governments in even the wealthiest
nations have had to come up with rescue packages to bail out their financial systems. Many have lost their jobs due to
reducing sales and desperate cost cutting measures. Amidst this turmoil, the electrical and electronics industry, which includes
the semiconductor sector is not spared and have been hardest hit and will continue to be severely affected moving forward.

FINANCIAL AND OPERATIONS REVIEW

In 2008, the Group’s net loss widened to RM7.5 million from a net loss of RM4.2
million in 2007, out of which 96% or RM7.3 million (2007: RM4.1 million) of the
Group’s net loss in 2008 were mainly operating losses suffered by the non-core

businesses, the Display and Electronics Divisions, which we have by August 2008
disposed of, in line with our Group restructuring plans. l
h‘
As a result of the worldwide economic meltdown, the Group’s revenue from
continuing operations for 2008 fell by RM10.8 million or 8% as compared to 2007.

The drop in revenue was due to lower contribution from our Semiconductor Division
but was partly offset by the revenue contributed by the newly acquired subsidiary.

In addition to the slump in revenue which was on account of the economic upheaval

and turmoil that resulted in an overall weak demand, the Group incurred a non-cash
impairment loss on a quoted investment of RM7.4 million in 2008 due mainly to the
depressed equity market conditions.

On a more positive note, despite the unfavourable economic conditions and after
excluding the diminution/redemption losses on investment in 2008 and 2007, the
Group’s profits from continuing operations increased from RM2.8 million in 2007 to
RM®6.0 million in 2008.

The Group’s balance sheet and liquidity position in 2008 improved too as shown by
the positive turnaround of RM40.5 million from a net current liabilities position of
RM5 million in 2007 to a net current assets position of RM35.5 million in 2008. Also
the gearing of the Group declined from 0.84 times for the preceding year to
times in 2008. It’s also worth noting that the Group’s cash position had increa;
from RM10.2 million in the prior year to RM17.3 million in 2008.

SEMICONDUCTOR DIVISION REVIEW

As reported by the Semiconductor Industry Association (“SIA”) in Feb-t:;ary 00
total global sales for 2008 were USD248.6 billion compared to USD255.6 billion
2007, a decrease of 2.8%. SIA also projected in November 2008 that 2009 sales will
decline by 5.6%.

Apart from the already detrimental global economic crisis during the year, our
Semiconductor Division saw the prices of oil and gold yet again rising to record
highs of USD148 per-barrel and the London Gold Price of USD1,011 per-troy
ounce that sent negative impacts throughout the global industries. As for the
semiconductor industry, these events created a multiplier cost impact that resulted
in margins coming under tremendous pressure. By the third quarter of 2008, it was
evident that the United States of America (“USA”), the world’s largest economy and
chip consumer producer was already in recession.
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MESSAGE FROM THE EXECUTIVE CHAIRMAN (Cont’d)

FINANCIAL AND OPERATIONS REVIEW (Cont’d)
SEMICONDUCTOR DIVISION REVIEW (Cont’d)

Consequently, our Semiconductor Division registered an 18% contraction in its yearly revenue, slipping down to RM113.0
million from RM137.2 million in the previous year. Nevertheless, our Semiconductor Division still managed to register a profit
before tax of RM6.1 million (2007: RM9.6 million) through the successful implementation of copper wire bonding, rapid
migration to higher margin packages and efficient cost management.

We embarked on the development of copper wire bonding back in 2007 on recognising the continuous strength of gold prices.
During the year, our Semiconductor Division successfully implemented copper wire bonding into its major packages. In her
maiden year of copper wire production, our Semiconductor Division managed to roll-out more than 100 million units of copper
wire products to our customers. With the copper wire bonding technology in-place our Semiconductor Division not only achieved
in bringing down substantially its material costs but also managed to attract and qualify new customers during the year with this
added capability.

Despite overall volume declining by 12%, we continue to register growth in our higher margin packages of Quad Flat Non Leaded
(“QFN”) and smartcard modules with a yearly growth in volume shipped of 36% and 18% respectively, with both accounting for
a total of 46% of our revenue (2007: 33%). The rapid expansion of our QFN line proved our strong technological capabilities and
competitiveness of the package. The development of Radio Frequency ldentification (“RFID”) modules and chip-on-board
packages also opened up new markets and customers.

With the relentless downward pressure on our margins through the effects of the global recession and ever high gold and oil
prices, our Semiconductor Division persistently pushes for efficient cost management, right sizing of our organisation and
focusing more on development and value added activities to align towards a lean cost model position. In addition, our
Semiconductor Division is increasing its efforts of keeping up-to date with and reacting promptly to customers’ request and
orders, as well as planning and mobilising its workforce to reduce turnaround time in its production and services, whilst still
maintaining a cost-conscious stance. This will augur well for its revenue especially at times when competitors are downsizing its
operations in view of the economic recession. With this, we strongly believe our Semiconductor Division is in a better position
today than before to weather through this crisis.

PRECISION TOOLING AND AUTOMATION DIVISION REVIEW

With the acquisition completed towards the end of the third quarter of 2008, the Precision Tooling and Automation Division
contributed RM12.4 million in revenue and RM1.5 million in net profits towards the Group’s results during the period even when
the economic crisis had begun to deepen.

The principal activities of the Precision Tooling and Automation Division are the design and manufacturing of high precision
tooling, semiconductor moulds and turnkey automation systems.

This division also fabricates and assembles precision mechanical products for radio frequency, micro wave, photonics and
medical industries. The Precision Tooling and Automation Division is benefiting from the increasing outsourcing trend by
manufacturers in the USA and Europe to the Asia Pacific region.

However, due to the worldwide economic recession which intensified towards the fourth quarter of 2008, the Precision Tooling
and Automation Division was not spared from this crisis and registered a drastic decline in revenue and profits for that same
fourth quarter of 2008. During that quarter, orders reduced as customers depleted inventories and were faced with low order
books.

With the onset of the economic meltdown and declining revenues, the Precision Tooling and Automation Division has swiftly put
in place cost cutting measures, constantly seeking ways to diversify its products into other industries especially industries which
are recession resilient, such as the medical industry, in order to reduce any over reliance on the electronics/semiconductor
industry and also promote in-sourcing for further cost reduction.
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MESSAGE FROM THE EXECUTIVE CHAIRMAN (Cont’d)

CORPORATE GOVERNANCE AND INVESTOR RELATIONS

Our Group deems it our top priority in role-modeling ourselves in maintaining high standards in corporate governance practices
in managing our businesses and affairs within the Group. To achieve these objectives, our Board and key management staff have
been proactively educating ourselves and re-positioning our Group to comply fully with the principles and best practices set out
in the Malaysian Code on Corporate Governance and developments of internationally recognised best governance practices.
The Group remains committed to uphold and maintain its good corporate governance track record through timely objective
reporting and constant communication with all its stakeholders.

PROSPECTS

The year 2009 is shaping up to be an even tougher year than 2008. As it is now, the international economy is plagued by
protracted consumer and corporate spending, sluggishness in overall sales and excess inventory piles up. These negative
factors are however, mitigated to a certain extent, by the various stimulus packages announced by governments around the
world to boost consumer and corporate spending.

Internally, we have already implemented and will continue to heighten our cost control measures to bring down overheads and
improve on efficiency and productivity. Furthermore, we will continue to amplify our research and development activities to
improve our products which will in turn lower our cost and improve the quality of our products. This will assist to improve
margin that is greatly needed to counter-act the declining revenue caused by the economic recession. Moreover, with this, we
will have more flexibility to offer competitive prices that will enable us to tap other markets or increase our market share.

On the marketing front, we will be looking for ways to increase market share and secure new customers locally and abroad.
During these trying times, we are optimistic that at the right timing and with the right effort, we can gain market share, by being
able to offer competitive prices, quality products, timely delivery and better customer service.

Furthermore, the Group continues to reap and will exploit further the synergistic benefits through the collaboration between the
Precision Tooling and Automation and the Semiconductor Divisions whereby:-

i) Precision Tooling and Automation Division’s operations will support and complement our Semiconductor Division, which
could result in additional cost savings and improve time-to-market for new package roll outs;

i) there will be greater opportunity to cross sell each other’s capabilities leading to an enlarged customer base; and

iy the extensive management experience of Precision Tooling and Automation Division’s management team will help
strengthen the management expertise of our Semiconductor Division.

Your Board acknowledges the arduous task to sustain the profitability of the two core Divisions amidst the worsening
economic crisis. Nonetheless, your Board remains committed and will endeavour to weather through this economic storm and
hope to improve the Group’s profitability as your Board also recognizes that there can be opportunities that can be tapped
during this crisis. With the ongoing efforts to be more cost efficient and improving product mix, we hope to improve our bottom
line of the Group for 2009.

APPRECIATION

In these trying times, | wish to express my sincere thanks to all our loyal shareholders for your perseverance and wish to
reiterate that the Board is committed to improve the Group’s performance and enhance value to the shareholders.

| would like to express our sincere gratitude to our valued customers, business partners, bankers and the relevant government
authorities for their invaluable support.

| also wish to express my gratitude to my fellow Board members, the management and staff for their professionalism and
undying commitment to steer the Group towards excellence.

Datuk Maj (H) Goh Tian Chuan, PGDK, ASDK
Executive Chairman
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CORPORATE GOVERNANCE STATEMENT

The Board of Directors is committed to ensure that the highest standards of corporate governance are practiced throughout
the Group as a fundamental part of discharging its responsibilities to protect and enhance shareholder value and the financial
performance of AIC Group.

Set out below is a statement of how the Group has applied the principles of the Malaysian Code on Corporate Governance.

SECTION 1 : DIRECTORS

THE BOARD OF DIRECTORS

An effective Board leads and controls the Group. The Board meets at least four times a year, with additional meetings convened
as necessary. All Board members bring an independent judgement to bear on issues of strategy, performance, resources and

standards of conduct.

The Board of Directors held five (5) Board Meetings during the financial year. The details of attendance of each individual Director
are as follows:-

Name Meetings attended
Datuk Maj (H) Goh Tian Chuan 5/5
Ooi Boon Pin (Appointed on 20 August 2008) 2/2
Chen Heng Mun 5/5
Yahya Bin Razali 5/5
Ng Kok Hok 5/5
Yap Fook Chin 5/5
Liew Cheng York (Appointed on 20 August 2008) 2/2

The Board has delegated specific responsibilities to three subcommittees, namely Audit Committee, Nomination Committee and
Remuneration Committee. All committees have written terms of reference and procedures, and the Board receives reports of
their proceedings and deliberations. These Committees have the authority to examine particular issues and report back to
the Board with their recommendations. The ultimate responsibilities for the final decision on all matters, however, lie with the
entire Board.

BOARD BALANCE

The Board currently has seven (7) members, comprising of three (3) Executive Directors, one (1) Non-Independent Non-Executive
Director, and three (3) Independent Non-Executive Directors. Together, the Directors bring a wide range of business and financial
experience relevant to the Group. A brief description of the background of each Director is presented on pages 5 to 6.

Datuk Goh Tian Chuan is the Executive Chairman while Ooi Boon Pin is the Executive Director/Group Chief Executive Officer.
There was a clear division of responsibility between these two roles to ensure balance of power and authority. Ng Kok Hok, the
Audit Committee Chairman, is the Independent Non-Executive Director to whom concerns may be conveyed.

The Company considers that its complement of non-executive Directors provide an effective Board with a mix of knowledge and
broad business and commercial experience. This balance is particularly important in ensuring that the strategies proposed by
the executive management are fully discussed and examined, and take into account of the long term interests of the Company.
The Board is satisfied that the current Board composition fairly reflects the investment of minority shareholders in the Company.

SUPPLY OF INFORMATION

All Directors review a Board report prior to the Board meeting. These papers are issued in sufficient time to enable the Directors
to obtain further explanations, where necessary, in order to be briefed properly before the meeting. The board paper includes,
among others, the following details:-

Quarterly performance report of the Group
Maijor risk, operational and financial issues
Business forecasts and outlook

Material legal matters

Information on related party transactions
Circular resolutions passed
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CORPORATE GOVERNANCE STATEMENT (Cont’d)

SECTION 1 : DIRECTORS (Cont’d)
SUPPLY OF INFORMATION (Cont’d)

In addition, there is a schedule of matters reserved specifically for the Board’s decision, including the approval of corporate
plans, acquisitions and disposals of assets that are material to the Group, major investments and changes to management and
control structure of the Group, including key policies, procedures and authority limits.

All Directors have access to the advice and services of the Company Secretaries and take independent professional advice,
if necessary, at the Company’s expense. Before incurring such professional fees, the Director concerned must consult with
the Board.

AUDIT COMMITTEE
The Audit Committee report is presented on pages 17 to 20 of this annual report.
APPOINTMENTS TO THE BOARD

The Malaysian Code on Corporate Governance endorses, as good practice, a formal procedure for appointments to the Board,
with a Nomination Committee making recommendations to the Board. The Code, however, states that this procedure may be
performed by the Board as a whole, although, as a matter of best practice, it recommends that these responsibilities be
delegated to a committee.

New appointees will be considered and evaluated by the Nomination Committee. The Nomination Committee will then
recommend the candidates to be approved by the Board. The Company Secretary will ensure that all appointments are
properly made, that all information necessary is obtained, as well as all legal and regulatory requirements are met.

NOMINATION COMMITTEE

The Nomination Committee consists entirely of Non-Executive Directors, all of whom are independent, and the members are
as follows:-

e Yahya Bin Razali (Chairman)
e Ng Kok Hok

The primary objectives of the Committee are to evaluate suitability of candidates and make recommendations to the Board on
all new Board appointments. The Committee is also empowered to assess the performance of the directors, effectiveness of
the Board and Board Committee as a whole.

DIRECTORS’ TRAINING

As an integral element of the process of appointing new directors, the Nomination Committee ensures that there is appropriate
orientation and education program for new Board members. This is supplemented by visits to key locations and meetings with
key senior executives.

All Directors have completed the Mandatory Accreditation Programme as prescribed by Bursa Malaysia Securities Berhad
(“Bursa Malaysia”). The Directors will continue to evaluate the training needed and to attend other relevant training programmes
to keep abreast with developments in the market place, particularly on relevant new laws and regulations and changing
commercial risks.
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CORPORATE GOVERNANCE STATEMENT (Cont’d)

SECTION 1 : DIRECTORS (Cont’d)

DIRECTORS’ TRAINING (Cont’d)

Conferences, seminars and training programmes attended by Directors in 2008 and up to the date of this report are as follows:-

Director

Name of conferences, seminars and training programmes attended

Datuk Maj (H) Goh Tian Chuan

Managing Taxes and Duties During This Economic Downturn and Tax Audit
2009 Economy and Market Outlook

Ooi Boon Pin

Blue Ocean Strategy
Managing Taxes and Duties During This Economic Downturn and Tax Audit
2009 Economy and Market Outlook

Chen Heng Mun

The 4th Asia Pacific Audit and Governance Summit 2008

2008 National Accountants Conference

Managing Taxes and Duties During This Economic Downturn and Tax Audit
2009 Economy and Market Outlook

Yahya Bin Razali

Managing Taxes and Duties During This Economic Downturn and Tax Audit
2009 Economy and Market Outlook

Ng Kok Hok

Audit Committee Chairman Breakfast Talk
Managing Taxes and Duties During This Economic Downturn and Tax Audit
2009 Economy and Market Outlook

Yap Fook Chin

Managing Taxes and Duties During This Economic Downturn and Tax Audit
2009 Economy and Market Outlook

Liew Cheng York

Managing Taxes and Duties During This Economic Downturn and Tax Audit
2009 Economy and Market Outlook

RE-ELECTION

In accordance with the Company’s Articles of Association, all Directors who are appointed by the Board are subject to election
by shareholders at the first opportunity after their appointment. The Articles also provide that at least one third of the remaining
Directors be subject to re-election by rotation at each Annual General Meeting (“AGM”). The following directors are subject to
re-election in this forthcoming AGM pursuant to Article 101 and Article 106 of the Company’s Articles of Association:-

Ooi Boon Pin (Article 106)

Chen Heng Mun (Article 101)
Yahya Bin Razali (Article 101)

Liew Cheng York (Article 106)

Directors over seventy years of age shall hold office until the next AGM but shall be eligible for re-appointment in accordance
with Section 129(6) of the Companies Act, 1965.
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CORPORATE GOVERNANCE STATEMENT (Cont’d)

SECTION 2 : DIRECTORS’ REMUNERATION
REMUNERATION COMMITTEE

The Remuneration Committee comprises of two (2) Independent Non-Executive Directors and an Executive Director. The
committee members are as follows:-

e Ng Kok Hok (Chairman)
e  Yahya bin Razali
e  Datuk Maj (H) Goh Tian Chuan

The Committee is responsible to recommend to the Board a remuneration framework for Directors with the objective to ensure
that the Company attracts and retains the Director needed to run the Group successfully. It is the ultimate responsibility of the
entire Board to approve the remuneration of the Executive Directors with the respective Directors abstaining from decisions in
respect of their remuneration.

The determination of the remuneration of the Non-Executive Directors is a matter for the Board as a whole with individual
Directors abstaining from decision in respect of their remuneration.

DIRECTORS’ REMUNERATION

The number of directors of the Company whose remuneration and fees received from the Group, including fees paid to
companies in which Directors have interest, fall in the following bands:-

Executive Non-Executive
2008 2007 2008 2007
RM700,000 — RM749,000 1 - - -
RM300,000 - RM349,000 2 1 - -
RM250,000 — RM299,000 - 1 - -
RM100,000 - RM149,000 - 1 - -
Below RM50,000 1 1 4 4

The aggregate remuneration of Directors with categorisation into appropriate components is as follows:-

Executive Non-Executive
RM’000 2008 2007 2008 2007
Salaries 1,402 757 - -
Fees - - 61 46
Meeting allowances - - 8 5

Benefits-in-kind (based on estimated monetary value) - - -

The Board has considered disclosure details of the remuneration of each Director. The Board is of the view that the
transparency and accountability aspects of corporate governance as applicable to Directors’ remuneration are appropriately
served by the “range disclosure” as required by the listing requirements.

SECTION 3 : SHAREHOLDERS

INVESTOR RELATIONS AND SHAREHOLDERS COMMUNICATION

The Board acknowledges the importance of communication with the shareholders and investors. Discussions were held between
the senior management with the analysts, shareholders and investors throughout the year. Presentations based on permissible
disclosures are given to explain the Group’s performance, major developments and significant events of the Group. The Group

has been making timely announcements to the public with regards to the Group’s corporate proposals, financial results, other
regulatory announcements as well as information which would be of interest to the investors and members of the public.
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CORPORATE GOVERNANCE STATEMENT (Cont’d)

SECTION 3 : SHAREHOLDERS (Cont’d)
INVESTOR RELATIONS AND SHAREHOLDERS COMMUNICATION (Cont’d)

In addition, the Group has also established a website at www.aic.com.my for shareholders and the public to access for
information related to the Group.

AGM

The AGM represents the principal forum for dialogue and interaction with all shareholders of the Company. Shareholders are
encouraged to participate in the question and answer session. All Directors, senior management and external auditors are
available to respond to the shareholders’ questions during the AGM.

SECTION 4 : ACCOUNTABILITY AND AUDIT
FINANCIAL REPORTING

The Board has a responsibility and aims to provide/present a fair, balanced and meaningful assessment of the Group’s financial
performance and prospects at the end of the financial year, primarily through the annual financial statements, quarterly reports
to Bursa Malaysia as well as the Message from the Executive Chairman in the annual report to the shareholders. The Audit
Committee assists the Board in overseeing the Group’s financial reporting processes and the quality of its financial reporting.

STATEMENT OF DIRECTORS’ RESPONSIBILITY FOR PREPARING THE FINANCIAL STATEMENTS

The Directors are required by the Companies Act 1965 to prepare financial statements for each financial year which have been
made out in accordance with the applicable approved accounting standards and give a true and fair view of the state of affairs
of the Group and of the Company at the end of the financial year and of the results and cash flows of the Group and of the
Company for the financial year then ended.

In preparing the financial statements, the Directors have:-

selected suitable accounting policies and applied them consistently;

made judgements and estimates that are reasonable and prudent;

ensured that all applicable accounting standards have been followed; and

prepared financial statements on the going concern basis as the Directors have a reasonable expectation, having
made enquiries, that the Group and the Company have adequate resources to continue in operational existence for the
foreseeable future.

The Directors have responsibility for ensuring that the Company keeps accounting records which disclose with reasonable
accuracy of the financial position of the Group and the Company and which enable them to ensure that the financial statements
comply with the applicable approved accounting standards in Malaysia and the Companies Act, 1965.

The Directors have overall responsibilities for taking such steps as are reasonably open to them to safeguard the assets of the
Group and to prevent other irregularities.

INTERNAL CONTROL

The Statement on Internal Control presented on page 16 provides an overview of the state of internal control within the Group.
RELATIONSHIP WITH THE AUDITORS

The role of the Audit Committee in relation to the external auditors is described on pages 17 to 20. The Company has always
maintained a close and transparent relationship with its external auditors in seeking professional advice and ensuring
compliance with the accounting standards in Malaysia.

The Audit Committee has a direct communication channel with the internal and external auditors. Since the last Annual Report,

the Audit Committee had two (2) meetings with the external auditors without the presence of the executive directors and
management.

14 AIC CORPORATION BERHAD ¢ ANNUAL REPORT 2008



CORPORATE GOVERNANCE STATEMENT (Cont’d)

SECTION 5 : CORPORATE SOCIAL RESPONSIBILITY

Our Group believes the improvement in the conditions surrounding our stakeholders, employees, society and the environment is
vital to the growth of the Group. Our corporate social responsibilities covers the following key areas:-

OCCUPATIONAL HEALTH AND SAFETY

Clear and written policies, including any updates as well as any training on occupational health and safety matters are provided
to employees. In line with this, a fulltime qualified safety officer, in our major subsidiary, is employed to ensure the policies are
adhered and implemented effectively and safety audits are conducted regularly. Health and safety weeks are also carried out
every year to create awareness and to educate employees on occupational health and safety related matters. In addition, health
talks and medical checks were also conducted.

EMPLOYEE WELFARE AND DEVELOPMENT

Training is provided to the employees. The training comprises both technical, soft skills and includes grooming future leaders.
Apart from training, employees are also provided with medical and healthcare insurance and adequate leave and compensation
programs which commensurate with their rank and level of employments.

Further, the Group acknowledges the need to provide a healthy and balanced lifestyle to its employees. In this aspect, various
initiatives, such as annual dinners, family day, social events and sports activities were organised by our major subsidiary through
out the year.

SUPPLY CHAIN

The Group in its procurement policies strives wherever possible to source locally in the nation’s interest and for materials which
are environmentally friendly such as materials which are ISO 140001 certified and which are lead free or ROHS (Restriction of
Hazardous Substances) compliant.

ENVIRONMENTAL PRESERVATION

It is our policy to comply with environmental laws governing plant operations, maintenance and improvement in areas relating
to environmental standards, emission standards, energy conservation, housekeeping and storage methods, noise level
management and treatment of plant effluents and waste water. In addition, our factories are certified to the international
environmental management systems standard, ISO 14001. Continuous efforts are being made to reduce wastages, promote
recycling, instill environmental conservation awareness among employees and to encourage suppliers in meeting our
environmental policy.

EDUCATION AND TRAINING

Education continues to be a key beneficiary of the Group’s corporate contribution, in line with its belief that education plays a
key role in nation building. In this aspect, the Group participates as a facilitator in the Industrial Skills Enhancement Program
(“INSEP”) initiated by the Selangor Human Resource Development Center for the unemployed graduates. Under INSER,
unemployed graduates learns the industry specifics and make themselves employable after the training.

In addition, the Group also has a close collaboration and co-operation with the Ministry of Science, Technology and Innovation
in the area of Intensification Research Of Prioritize Area project, to provide its facility and commercial and technology know-how
assistance to jointly research in the development of new emerging technology with emphasis on advance semiconductor
packaging, materials development and characterisation. The project is one of the big steps to encourage the close partnership
among local industries, government and universities while enhancing the cross knowledge transfer among all participants.

The Group also recruits and trains undergraduates from the local universities as part of ongoing commitment towards providing
the necessary exposure and training to students of today.

The above statement is made in accordance with the resolution of the Board of Directors dated 14 April 2009.
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STATEMENT ON INTERNAL CONTROL

INTRODUCTION

This Statement on Internal Control by the Board of Directors (“Board”) on the Group is made pursuant to the Listing
Requirements of Bursa Malaysia Securities Berhad (“Bursa Malaysia”) and in accordance with the Principles and Best Practices
provisions relating to internal controls provided in the Malaysian Code on Corporate Governance (“Code”). This statement is
guided by the Statement on Internal Control: Guidance for Directors of Public Listed Companies.

BOARD’S RESPONSIBILITIES

The Board acknowledges its overall responsibility for the Group’s systems of internal controls as well as reviewing the
adequacy, integrity and effectiveness of these systems. It should be noted, however, that such systems are designed to
manage rather than to eliminate the risk of failure to achieve business objectives. In addition, it should be noted that these
systems can only provide reasonable but not absolute assurance against material misstatement or loss.

There is an ongoing process for identifying and managing the significant risks faced by the Group. The process has been in place
during the year up to the date of approval of the annual report and is subject to review by the Board.

The key features of the internal control systems are described below.

RISK MANAGEMENT AND INTERNAL CONTROL
RISK MANAGEMENT

The Group has in place a database of risks and controls created and information filtered to produce a risk register and risk
profiles for the major operating business units. Key risks to each business unit are identified, scored and categorised to highlight
the source of risk, their financial impacts and the likelihood of occurrence. The risk profile is reported to the Audit Committee
and the Board.

The risk profile of the major operating business units of the Group are being monitored by the senior management of the major
operating business units.

INTERNAL CONTROL

Issues relating to the business operations are highlighted to the Board’s attention during Board meetings. Further independent
assurance is provided by the Group Internal Audit Function and the Audit Committee. The Audit Committee reviews internal
control matters and update the Board on significant issues for the Board’s attention and action.

The Group’s internal audit function which is outsourced to an independent external consultant, has a primary function to assure
the Board, through the Audit Committee, that the systems of internal controls function as intended. Further details of the Internal
Audit Function are set out on pages 17 to 20 in the Audit Committee Report.

We considered the risks of the Group in formulating our strategies and plans which were approved and adopted by the Board.

The strategies and plans are monitored and revised as the need arises.

OTHERS

The other salient features of the Group’s systems of internal controls are as follows:-

e Quarterly review of the financial performance of the Group by the Board and the Audit Committee;

e Defined organisation structure and delegation of responsibilities;

e Operations review meetings are held by the respective divisions to monitor the progress of business operations, deliberate
significant issues and formulate corrective measures;

e Code of conduct provided to all employees of the Group; and

e  Annual budget is prepared by the respective division.

The above statement is made in accordance with the resolution of the Board dated 14 April 2009.
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AUDIT COMMITTEE REPORT

1. ROLE OF AUDIT COMMITTEE (“COMMITTEE”)
The Committee shall:-

e  Provide assistance to the Board of Directors (“Board”) in fulfilling its fiduciary responsibilities relating to the corporate
governance, risk management, accounting and reporting practices of the Company and the Group together with the
status of internal controls.

e Improve the Group’s business efficiency and the quality of the accounting function, the system of internal controls and
audit function, thereby strengthening the confidence of the public in the Group’s reported results.

e Maintain through regularly scheduled meetings, a direct line of communication between the Board and the external
auditors as well as the internal auditors.

e Enhance the independence of both the external and internal auditors’ functions through active participation in the audit
process.

e Strengthen the role of the independent Directors by giving them a greater depth of knowledge as to the operations of
the Company and the Group through their participation in the Committee.

e Act upon the Board’s request to investigate and report on any issues or concerns with regard to the Management of
the Group.

2. TERMS OF REFERENCE
COMPOSITION

The Committee shall be appointed by the Board from amongst its Directors and consist of no fewer than three members, all
of whom shall be non-executive Directors, with the majority being independent Directors, unencumbered by any
relationships with senior management and the operating executive, or any other relationship which might, in the opinion of
the Board, be considered to be a conflict of interest. At least one member of the Committee:-

() must be a member of the Malaysian Institute of Accountants (“MIA”); or
(i) if he is not a member of the MIA, he must have at least three (3) years’ working experience and:
(@ he must have passed the examinations specified in Part | of the 1st Schedule of the Accountants Act 1967; or
(b) he must be a member of one of the associations of accountants specified in Part Il of the 1st Schedule of the
Accountants Act 1967; or
(i) fulfils such other requirements as prescribed by Bursa Malaysia Securities Berhad (“Bursa Malaysia”).

The members of the Committee shall elect a Chairman from among their number who shall be an independent Director. An
alternate Director must not be appointed as a member of the Committee. In the event of any vacancy in the Committee, the
Board, through the Nomination Committee if necessary, shall fill the vacancy within three months.

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

AUTHORITY
The Committee is authorised by the Board:-

a) to investigate any matter within its terms of reference;

b) to request the resources required to perform its duties;

c) torequest and be granted full and unrestricted access to any information it determines as relevant to its activities from
any employees of the Company or the Group and all employees are directed to co-operate with any request made by
the Committee;

d) to have direct communication channels with the external auditors and the Company’s internal auditors;

e) to obtain independent professional advice and to secure the attendance of outsiders with relevant experience and
expertise as it considers necessary; and

f) to convene meetings with the external auditors, excluding the attendance of the other Directors and employees of the
Group, whenever deemed necessary.
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AUDIT COMMITTEE REPORT (Cont’d)

ATTENDANCE AND FREQUENCY OF MEETINGS
The quorum for a meeting is two members of the Committee, both of whom must be independent Directors.

The Executive Chairman, Group Chief Executive Officer (“CEO”) and Chief Financial Officer are normally invited to attend
meetings only for discussion of those matters on the agenda for the meeting which fall within their specific scope of
responsibility. Representatives from the Group’s internal audit function are normally invited for attendance at each meeting.
Representatives of the external auditors are also invited from time to time to brief the Committee on related audit matters.

A minimum of four meetings per year is planned, although additional meetings may be called at any time at the Committee
Chairman’s discretion.

At least twice a year, the Committee shall meet with the external auditors, the internal auditors or both, without the
presence of any executives of the Group.

PROCEDURES OF MEETINGS

a) The Committee Chairman shall preside at all meetings. In his absence, Committee members present shall elect among
themselves an independent Director to be the chairman of the meeting;

b) The Committee Chairman may call for a meeting upon the request of the internal or external auditors or any Committee
Member, or the Company’s Chairman or CEO, in order to consider any matter that should be brought to the attention
of the Directors or shareholders;

c) The Secretary of the Committee shall, with the agreement of the Committee Chairman, draw up the agenda for the
meeting and the agenda shall be sent to all members of the Committee and any other persons who may be required to
attend;

d) A minimum seven days’ notice shall be given for all meetings. Nevertheless, a shorter notice is permitted subject to
agreement by all Committee members;

e) All decisions are determined by a majority of votes. In case of equality of votes, the Committee Chairman shall have a
casting vote; and

f) A resolution in writing signed by a majority of the Committee members and constituting a quorum shall be effective as
a resolution passed at a meeting of the Committee.

MINUTES OF MEETINGS

The Company Secretary shall attend the meetings of the Committee and keep written minutes of all proceedings. Minutes
of meetings must be signed by the Chairman of the meeting and are kept at the registered office of the Company.

FUNCTIONS
The Committee shall review, appraise and report to the Board on:-

a) 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 ensures co-ordination of audit where more than one audit firm is involved;
b) The review with the external auditors, their evaluation of the system of internal controls and the annual Statement on
Internal Control, together with their management letters and Management’s response;
c) The discussion of problems and reservations arising from the external audits, the audit report and any matters the
external auditors may wish to discuss (in the absence of Management, where necessary);
d) The assistance given by the employees of the Group to the external and internal auditors;
e) The review of the following in respect of internal audit:-
e 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;
e The Internal Audit programme;
e The major findings of internal audit investigations and Management’s responses, ensuring that appropriate actions
are taken on the recommendations of the internal auditors;
e Co-ordination of external audit with internal audit;
e Approval of any appointment or termination of the internal auditors, and appraisal of the performance of the Group
Internal Audit function; and
* Resignations of Internal Auditors, together with providing the resigning Internal Auditors an opportunity to submit
the reasons for resignation.
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AUDIT COMMITTEE REPORT (Cont’d)

The review of quarterly reporting to the Bursa Malaysia and year end financial statements of the Group before the
submission to the Board, focusing particularly on:-

e Changes in or implementation of major accounting policies;

e Significant and unusual events;

e  Compliance with accounting and financial reporting standards and other legal requirements; and

e Any commentary on the future outlook for the Company and the Group.

The review of any related party transaction and conflict of interest situation that may arise within the Group or the
Company, including any transaction, procedure or course of conduct that raises questions of Management integrity;
The review of any letter of resignation from the external auditors together with the reasons for such resignation;

The review of the re-appointment of the Group’s external auditors, including the examination of the independence of
the external auditors and, where appropriate, the reasons (supported by grounds) why it is not suitable to re-appoint
the external auditors;

The recommendation for the nomination and appointment of external auditors, as well as for approval of the audit fee;
Prompt reporting to Bursa Malaysia on any matter reported by the Committee to the Board which has not been
satisfactorily resolved, resulting in a breach by the Company of the Listing Requirements of Bursa Malaysia; and

Any other function that may be mutually agreed upon by the Committee and the Board from time to time, which would
be beneficial to the Company and the Group and ensure the effective discharge of the Committee’s duties and
responsibilities.

3. MEMBERS OF THE COMMITTEE

The Committee is pleased to report that all the members of the Committee are independent and non-executive Directors.
The members of the Committee are:-

Ng Kok Hok, Committee Chairman Independent Non-Executive Director
(The Committee Chairman is a member of the MIA)

Yahya Bin Razali Independent Non-Executive Director

Yap Fook Chin Independent Non-Executive Director

4. MEETINGS OF THE COMMITTEE

The details of attendance at the Committee meetings in 2008:-

Attendance by Committee Members

No. Date of meeting Total Committee Members (Percentage of Attendance)
1. 27 February 2008 * 3 3 (100%)
2. 27 March 2008 3 3 (100%)
3. 21 May 2008 3 3 (100%)
4. 26 August 2008 3 3 (100%)
5. 10 November 2008 * 3 3 (100%)

Prior to the commencement of this meeting, a discussion was held between the Committee and external auditors
without the presence of any executives of the Group.

The details of attendance by individual Committee Member in 2008:-

No. Name of Member Total Meetings Attended Percentage of Attendance
1. Ng Kok Hok 5/5 100%
2. Yahya Bin Razali 5/5 100%
3. Yap Fook Chin 5/5 100%
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AUDIT COMMITTEE REPORT (Cont’d)

5. INTERNAL AUDIT FUNCTION

In discharging its duties, the Audit Committee is supported by an internal audit function which is outsourced to an
independent external consultant who undertakes the necessary activities to enable the Committee to discharge its functions
effectively. The Committee regards the internal audit function as essential to assist in obtaining the assurance it requires
regarding the effectiveness of the systems of corporate governance, risk management and internal controls within the
Company and the Group.

During the financial year under review, the internal auditor conducted audits on the activities of the Company and certain
operating units in the Group in accordance with the approved audit plan. The findings and recommendations for
improvements were presented to the Audit Committee for deliberation. The costs incurred by the Group and the Company
for the internal audit function during the year amounted to RM79,707 and RM20,530 respectively.

6. ACTIVITIES DURING THE YEAR

During the financial year, the Committee carried out its duties in accordance with its term of reference. The main activities
undertaken by the Committee were as follows:-

e Reviewed the external auditors’ scope of work and audit plans for the year. Prior to the audit, representatives from the
external auditors presented their audit strategy and plan.

e Reviewed with the external auditors the results of the audit, the audit report and the management letters.
e Held two separate meetings with the external auditors without the presence of the Management.
e Considered and recommended to the Board for approval of the audit fees payable to the external auditors.

e Reviewed the independence, objectivity and effectiveness of the external auditors and the services provided, including
non-audit services (if any).

e Reviewed the internal auditors’ scope of work, function, competency and resources in carrying out the internal audit
work.

e Reviewed the internal audit reports, which highlighted the audit issues, recommendations and management‘s response.
Discussed with Management, actions taken to improve the system of internal control based on improvement
opportunities identified in the internal audit reports.

e Reviewed the effectiveness of the enhanced Enterprise Risk Management framework and risk assessment reports.
Significant risks issues were summarised and communicated to the Board for consideration and resolution.

e Reviewed the Annual Report and the Audited Financial Statements of the Group and the Company, prior to the
submission to the Board for their consideration and approval, to ensure that the Audited Financial Statements were
drawn up in accordance with the provisions of the Companies Act, 1965 and the applicable Approved Accounting
Standards as determined and set out by The Malaysian Accounting Standard Board (“MASB”). Any significant issues
resulting from the audit of the financial statements by the external auditors were deliberated upon.

e Reviewed the quarterly unaudited financial results announcements of the Group before recommending them to the
Board for its approval. The review and discussion of these announcements was conducted with the presence of the
Executive Directors.

e In respect of the quarterly and year end financial statements, reviewed the Company’s compliance with the Listing
Requirements of the Bursa Malaysia, MASB and other relevant legal and regulatory requirements.

e Reviewed related party transactions entered into by the Company and the Group to ensure that such transactions were
undertaken in line with the Group’s normal commercial terms and that the internal control procedures with regards to
such transactions are sufficient.

e In relation to the employees’ share option scheme (“ESOS”) which was implemented by the Company in September
2004, the Committee is pleased to report that there was no option granted during the year.
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