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Nofice of Annual General Meeting

NOTICE IS HEREBY GIVEN THAT rhe Eleventh Annual General Meeting of rhe Company will be held ar Langkawi Room,
Bukir Jalil Golf & Counrry Resorr, Jalan Jalil Perlsasa 3, Bukir Jalil, 57000 Kuala Lumpur on Tuesday, 26 November 2013
ar 11.00 a.m. for the following purposes:

AGENDA
To receive the Audired Financial Starements for the financial year ended 31 May 2013 of the Ordinary
Company and Group fogether with the Directors” and Audirors’ Report thereon. Resolution 1
To approve the payment of Directors’ fees amounfing to RM358,375 in respect of rhe financial Ordinary
year ended 31 May 2013 (2012: RM353,917) Resolufion 2

To re-elect rhe following Directors, who are refiring pursuant fo Article 85 of the Company's Articles
of Associarion and, being eligible, have offered themselves for re-election:-

(i) Daruk Seri Syed Ali Bin Tan Sri Syed Abbas Al Habshee Ordinary Resolurion 3
(i) Jagdish Singh Dhaliwal Ordinary Resolurion 4
To re-appoint Messrs Crowe Horwath as Audirors of the Company and fo aurhorise the Direcrors Ordinary
ro fix their remuneration. Resolution 5

AS SPECIAL BUSINESS:

To consider and if thoughr fir, to pass the following resolurions with or withour modificarions:

0.

Ordinary Resolutions

(i) Toretain Mathew Thomas A/L Vargis Mathews as Independent Non-Executive Director Ordinary
pursuant to the Malaysian Code on Corporate Governance 2012 Resolution 6

"THAT Marhew Thomas A/L Vargis Marhews who has served the Board as an Independent
Non-Execurive Director of the Company for a cumulative term of more than nine (9) years
be and is hereby retained as an Independent Non-Executive Direcror of the Company.”

(ii)  Authority to Issue Shares Pursuant to Section 132D of the Companies Act, 1965 Ordinary
Resolution 7
"THAT subject always ro the Act and the approvals of the regularory authorities, the Directors
be and are hereby empowered pursuant o Section 132D of the Companies Act, 1965
fo issue shares in the Company, ar any fime and upon such ferms and condifions and for
such purposes as the Direcrors may, in their absolure discretion, deem fir, provided thar
fhe aggregare number of shares issued pursuant o this resolution does not exceed 10%
of the nominal value of the issued and paid-up capiral (excluding freasury shares) of the
Company for the fime being and thar rhe Direcrors be and are also empowered o obrain
the approval for rhe lisfing of and quorarion for the additional shares so issued on the
Bursa Malaysia Securities Berhad ("Bursa Securities”) and rhar such authoriry shall continue
in force until the conclusion of the nexr Annual General Meeting of the Company.”

(iii) Proposed Renewal Of Authority To Purchase Its Own Shares By The Company Ordinary
("Proposed Renewal of Share Buy-Back Authority™) Resolution 8

"THAT subjecr ro the Companies Act, 1965 (“the Act”), rules, regulafions and orders made
pursuant fo the Act, provisions of the Company’s Memorandum and Articles of Association
and Bursa Malaysia Securities Berhad ACE Marlert Listing Requirements ("ACE Marker Listing
Requirements”) for the time being in force and any orher relevant authorities, the Directors
of the Company be hereby unconditionally and generally authorised fo malse purchases of
ordinary shares of RMO.10 each in the Company’s issued and paid-up share capifal through
Bursa Securities ar anytime and upon such ferms and condifions and for such purposes as
the Direcrors may, in rheir discretion deem fir, subject further to rhe following:

(1 the maximum number of ordinary shares which may be purchased and/or held by
rhe Company as freasury shares shall nor exceed ren per cenrum (10%) of the issued
and paid-up share capiral of the Company for the fime being ("REDrone Shares”);
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(i) the maximum fund ro be allocared by the Company for the purpose of purchasing
the REDrone Shares shall nor exceed the aggregare of the refained profirs and the
share premium account of the Company. As of 31 May 2013, the audired rerained
profit and share premium of the Company were ’M17.36 million and RM11.77
million, respecrively;

(i) the authority conferred by this resolution shall commence immediarely upon the
passing of this ordinary resolurion and will confinue o be in force until the conclusion
of the nexr Annual General Meeting ("TAGM") of the Company ar which such resolurion
was passed (af which fime ir will lapse unless by ordinary resolufrion passed ar rhar
meefing, the aurhority is renewed, either uncondifionally or subjecr fo condifions),
or unless earlier revolked or varied by ordinary resolution of the shareholders of the
Company in general meeting or the expirafion of the period within which the nexr
AGM is required by law o be held, whichever occurs first.

THAT in respect of each purchase of REDrone Shares, the Direcrors of the Company shall
have the absolure discrefion ro decide whether such shares purchased are ro be cancelled
and/or refained as freasury shares for distribution of dividend to the shareholders and/or
resale on the ACE Marker of Bursa Securities and/or refained part as treasury shares and
cancel the remainder.

AND THAT rhe Direcrors of the Company be hereby aurhorised ro ralke all such steps ro give
effecr ro the Proposed Renewal of Share Buy-Back Authority and ro do all such acfs and
rhings as the Direcfors of the Company may deem fit and expedient in the besr inrerest
of the Company.”

7. To fransact any other business of which due notice shall have been given in accordance with
Companies Act, 1965 and rhe Company’s Arficles of Association.

8. Special Resolution

Proposed Amendments to the Articles of Association of the Company Special
Resolution 1

"THAT the proposed amendments fo the Company’s Arficles of Association as sef out in Parr B

of the Share Buy-Baclk Starement dared 4 November 2013 be and are hereby approved and

adopred (“"Proposed Amendments”)

AND THAT the Direcrors of the Company, be and are hereby authorised to give effect ro the
Proposed Amendments with full power fo assent ro any conditions, modificarions, variations and/
oramendments (if any) as may be imposed by any relevant aurhorifies and ro ralke all such steps
as they may deem necessary or expedient in order fo implement, finalise and give full effecr to
the Proposed Amendments.”

BY ORDER OF THE BOARD
REDTONE INTERNATIONAL BERHAD
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Yeap Kol Leong (MAICSA No. 0862549)
Wong Wai Foong (MAICSA No. 7001358)
Company Secretaries

Kuala Lumpur

Dared: 4 November 2013
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Norice of Annual General Meeting

Notes:

D

1))

1

V)

V)

VD)

\D)

A member of the Company enfitled fo affend and vore ar the above meeting is entitled to appoint nor more than
rwo (2) proxies fo aftfend and vore ar the same meeting and the appointment shall be invalid unless he specifies
the proporfions of his holdings fo be represenfred by each proxy.

A proxy may bur need not be a Member of the Company, an advocare, an approved company auditor or a person
approved by the Registrar of Companies, and the provision of Section 149(1)(b) of the Companies Act, 1965 shall
not apply fo the Company.

The insfrument appoinfing a proxy shall be in writing under the hand of the appointer or of his afforney authorised
in writing or, if the appointer is a corporarion, either under the corporation’s common seal or under the hand of
an officer or afforney duly authorised.

Where a member is an authorised nominee as defined under the Securifies Industry (Central Depositories) Act 1991,
it may appoint one (1) proxy in respect of each Securifies Account ir holds with ordinary shares of the Company
sranding ro the credir of rhe said Securities Account.

Where a member of the Company is an exempr aurhorised nominee which holds ordinary shares in the Company
for mulfiple beneficial owners in one securities account (“omnibus account”), there is no limir ro the number of
proxies which the exempt aurhorised nominee may appoint in respecr of each omnibus account it holds.

The insfrument appoinfing a proxy and the power of arforney or other aurhority (if any), under which ir is signed or
a duly norarised certified copy of thar power or authority, shall be deposired ar the Share Regisrrar of the Company
ar Level 17, The Gardens North Tower, Mid Valley City, Linglkaran Syed Putra, 59200 Kuala Lumpur not less than
forry-eighr (48) hours before the fime for holding the meefing or any adjourned meefing ar which the person
named in the insfrument proposes fo vore, and in the case of a poll, nor less than forty-eight (48) hours before the
rime appoinfed for rhe raking of the poll, and in defaulr, the insfrument of proxy shall nor be freared as valid.

For the purpose of determining a member who shall be entitled ro affend the Eleventh Annual General Meeting,
the Company shall be requesfing Bursa Malaysia Deposifory S5dn Bhd, in accordance with Arficle 61 of the Company’s
Articles of Associarion and Secrion 34(1) of the Securities Industry (Central Deposifories) Act, 1991 fo issue a General
Meeting Record of Depositors as ar 19 November 2013. Only a deposifor whose name appears therein shall be
entitled ro affend the said meetfing or appoint a proxy ro arfend and/or vore on his sread.

Explanatory Notes on Special Business:-

(@

Ordinary Resolution 6 — To refain Mathew Thomas A/L Vargis Mathews as Independent Non-Executive Director of
the Company pursuant ro the Malaysian Code on Corporate Governance 2012

Marhew Thomas A/L Vargis Marhews has served the Board as an Independent Non-Executive Director of the
Company for a cumularive rerm of more than nine (9) years since 15 November 2003. The Board recommends
thar he should be retained as an Independent Non-Executive Direcror due o the following reasons:

() Marhew Thomas A/L Vargis Marhews is a Fellow of rhe Chartered Association of Cerrified Accounrants, Unired
Kingdom. He has 26 years of worliing experience in the audir and accounting practices and is currently the
Managing Partner of Mathew & Partners, Charrered Accountants. He fulfills the crireria of an Independent
Direcfor as defined in Chaprer 1 of the ACE Marlker Listing Requirements.

(i) He has performed his duty diligently and in the best inferesr of the Company and has provided independent
judgemenr and broader views and balanced assessments fo the proposals from the Management with his
diverse experience and experfise.

(i) He actively parficipared in Board’s and Board Committees’ discussion and provided an independent view o
the Board.

(iv)  He has calibre, qualificarions, experiences and personal qualities fo consistently challenge management in
an effective and construcrive manner.
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(b)  Ordinary Resolution 7 - Section 132D of the Acr

Proposed Resolution 7 is a renewal of Secrion 132D mandare obrained from the Shareholders of the Company
ar the previous AGM and, if passed, will give rhe Directors of the Company, from the dare of rhe above Meefing,
authority fo issue ordinary shares in the Company up fo an amount nof exceeding in foral 10% of the nominal
value of the issued and paid-up share capiral (excluding freasury shares) of the Company for purpose of funding
current and/or furure investment projects, worlsing capiral, repayment of banls borrowings, acquisitions and/or for
such other purposes as the Directors consider would be in the interest of the Company. This authority will, unless
revoled or varied by the Company in General Meefing, expire af the nexr AGM.

Since the previous AGM, there was no issuance of new ordinary shares by the Company pursuant fo the Secfion
132D mandare and the Directors do not intend fo ufilise Secrion 132D mandatre from the dare of issuance of this
Annual Report up o the expiry date of the existing mandare.

(o Ordinary Resolution 8 - Proposed Renewal of Share Buy-Back Aurhority

Please refer to the Share Buy-Back Starement dared 4 November 2013 accompanying the Company’s Annual
Report 2013, for information pertaining fo Ordinary Resolution 8.

(d)  Special Resolution 1 - Proposed Amendments to the Articles of Association of the Company

The proposed amendments fo the Arficles of Associarion are in compliance with the enhancements issued by
Bursa Securities amending cerfain provisions of the ACE Marker Listing Requirements.

Please refer to Parr B of the Share Buy-Back Starement dared 4 November 2013 accompanying the Company’s
Annual Report 2013 for further information on Special Resolution 1.

STATEMENT ACCOMPANYING NOTICE OF ANNUAL GENERAL MEETING

Pursuant ro Rule 8.29 of the ACE Marlker Listing Requirements

Director standing for election

There is no Direcror stranding for election ar the Eleventh Annual General Meeting of the Company.
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Corporate Information

BOARD OF DIRECTORS

Datuk Seri Syed Ali Bin Tan Sri Syed Abbas Al Habshee
(Chairman / Non-Independent Non-Executive Director)

Dato’ Wei Chuan Beng
(Managing Direcror)

Lau Bik Soon
(Group Chief Execurive Direcror)

Dato’ Ismail bin Osman
(Senior Execurive Direcror)

Mathew Thomas A/L Vargis Mathews
(Senior Independent Non-Executive Director)

Jagdish Singh Dhaliwal
(Independent Non-Executive Director)

Dato’ Mohd. Zaini bin Hassan
(Independent Non-Executive Director)

AUDIT COMMITTEE

Mathew Thomas A/L Vargis Mathews
(Chairman / Senior Independent Non-Executive Direcror)

Jagdish Singh Dhaliwal
(Member / Independent Non-Executive Director)

Dato’ Mohd. Zaini bin Hassan
(Member / Independent Non-Executive Direcror)

COMPANY SECRETARIES

Yeap Kok Leong (MAICSA No. 0862549)
Wong Wai Foong (MAICSA No. 7001358)

REGISTERED OFFICE

Level 18, The Gardens North Tower
Mid Valley Ciry

Lingkaran Syed Putra

59200 Kuala Lumpur

Telephone no.: 03-2264 8888
Facsimile no.: 03-2282 2733
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HEAD OFFICE
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IOl Business Parlk
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Selangor Darul Ehsan
Telephone no.: 03-8073 2288
Facsimile no.: 03-8073 7940
Websire: www.redrone.com
E-mail: info@redrone.com
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Tricor Investor Services Sdn Bhd
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Mid Valley Ciry

Linglkaran Syed Purra

50200 Kuala Lumpur
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Facsimile no.: 03-2282 1886
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HSBC Bank Malaysia Berhad
NOMINATION COMMITTEE

Mathew Thomas A/L Vargis Mathews
(Chairman / Senior Independent Non-Execurive Direcror)

Jagdish Singh Dhaliwal
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Dato’ Mohd. Zaini bin Hassan
(Member / Independent Non-Executive Director)

REMUNERATION COMMITTEE

Jagdish Singh Dhaliwal
(Chairman / Senior Independent Non-Execurive Direcror)

Dato” Wei Chuan Beng
(Member / Managing Direcror)

Mathew Thomas A/L Vargis Mathews
(Member / Senior Independent Non-Executive Director)

STOCK EXCHANGE LISTING

ACE Marlset of the Bursa Malaysia Securities Bhd
Stock Name : REDTONE
Sroclk Code : 0032
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Board of Directors’ Profile

DATUK SERI SYED ALI BIN TAN SRI SYED ABBAS AL HABSHEE
(Chairman/Non-Independent Non-Executive Director)

Datuk Seri Syed Ali bin Tan Sri Syed Abbas Al Habshee, aged 51,
a Malaysian, was appointed o the Board of Direcrors of the Company
on 28 July 2011. He obrained his Professional Diploma in Leadership
and Management by the New Zealand Insfiture of Management,
New Zealand in 2003.

Daruk Seri has grear knowledge and executive experience in leading
privare, public and government confrolled organisarions from a
broad range of industries. Dafulk Seri venrured info business in the
early 1980s and currently sifs on the board of several privare and
public corporarions involved in a diverse range of businesses such as
Asia Media Group Berhad, Tanjung Offshore Berhad, UZMA Berhad
and Bright Paclkaging Industry Berhad. He also holds Chairmanships
in Composires Technology Research Malaysia Sdn Bhd, a company
which is controlled by the Ministry of Finance, and Yayasan Pendidikan
Cheras, Kuala Lumpur. He was appoinfed as a member of the
Malaysian Senate (Dewan Negara) on 21 April 2003 unril April 2009.

He aftended four of the five Board Meetings held during rhe financial
year ended 31 May 2013.

DATO’ WEI CHUAN BENG
(Managing Director)

Dato” Wei Chuan Beng, aged 47, was appointed o the Board of
Direcrors of the Company on 15 November 2003. He is the Group
Managing Director of REDrone and also manages the business in China
which is operating under REDrone Asia Inc, a company listed on the
US OTC Bullefin Board. He obrained his Bachelor's Degree (Honors)
in Elecrrical Engineering from University Technology Malaysia in 1989
and Diploma in Management (Gold Medalist Award Winner) from
Malaysia Insrirure of Management (MIM) in 1995. He also complefed
an Enfrepreneur Development Program from the renowned MIT Sloan
School of Management in USA in 2006.

Daro’ Wei began his career with Hewlertr Paclkard Sales Malaysia
5dn Bhd in 1989 as Customer Engineer responsible for informarion
rechnology (IT) rechnical support and customer relafions before raking
up a role as Major Account Manager managing sales for large and
sfrafegic global customers such as Mororola, Norrel, Infel and Alcarel,
among orhers. Having gained wide exposure in the IT, electronics and
relecornmunicarions industries, he focused his arrention to become
an enfrepreneur. He starred REDrone Telecommunicarions Sdn Bhd
in 1996 with rwo partners.

As one of the founding members of the REDrone Group, Daro” Wei is insfrumental in shaping rthe Group’s sfraregic
directions, business relations and policies o grow the business locally and inrernarionally.

Daro’ Wei is known as a passionate ICT leader among industry players. He was appointed member of the Narional IT
Council chaired by Malaysia’s Prime Minister (2010-2011). He sar on the board of PIKOM's (Associafion of the Computer
and Multimedia Industry of Malaysia) council for 10 years and was the associarion’s Chairman from 2010-2011. Daro’
Weij is currently an advisor for PIKOM. He is also a past Chaprer Chair of YPO Malaysia (Young Presidents’ Organisation, a
global organisation for CEOs wirh abour 20,000 members in 120 countries) and has raken a role in the South East Asia
based YPO SEA Dragon Chapter. Daro” Wei is member of the Royal Kuala Lumpur Rorary Club. He is a regular spealser
ar industry conferences and insfirurions of higher learning.

Daro” Wej is also a member of the Remuneration Commitfee of the Company.

He arrended all five Board Meetings held during the financial year ended 31 May 2013.
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LAU BIK SOON
(Group Chief Executive Officer)

Mr. Lau Bik Soon, aged 42, a Malaysian, was appointed to the Board
of Direcrors of the Company on 13 August 2008. He was subsequently
appointed as its Group Chief Executive Officer on 8 July 2011, and will
continue fo lead the charge fo ralke the company fo newer levels of
growth following ifs successful fransformarion from a voice fo dara and
broadband provider. He has a First Class Honours Degree in Elecrrical
Engineering from University Technology Malaysia.

During his six years with REDrone, Lau played a key role in building
the company’s dara business. He was also insfrumental in faciliraring
fhe company’s fransition fo ifs present positioning. Wirh over 19 years
of experience in the ICT and relecommunications industry, he has
held numerous key positions wifh infernarional organizarions such as
Cisco Systemns, Sun Microsysrems, Compaq Computer, TQC Consulrant
(IT Division) Sdn Bhd and Mororola. While wirh those companies, he
won various sales management excellence awards and accolades.

Prior o joining REDrone, he was rthe Counfry Manager for Hirachi
Dara Systems Malaysia.

He arrended all five Board Meetings held during the financial year ended 31 May 2013.

DATO’ ISMAIL BIN OSMAN
(Senior Executive Director)

Dato’ Ismail bin Osman, aged 63, a Malaysian, was appointed fo
the Board of Directors of the Company on 5 Seprember 2011. He
obrained his Masrer of Science in Microwave Semiconducror Electronics
from the University of Kenr, Unired Kingdom.

Daro’ Ismail Bin Osman began his career in the relecommunicarions
industry when he joined the Jabaran Telelkkom Malaysia (then known
as JT) in 1976 affer graduaring in 1975 from UITM. He then moved
fo the newly esrablished relecommunicarions regularory deparrment
called Jabaran Telekomunikasi Malaysia (JTM) in January, 1987
when JT migrared from government deparrment fo a corporarfion
(called then STMB, now TM) established under the Companies Act,
1965. He held the position of Direcror of Spectrum Management in
JTM until 1994 when he was promored ro Depury Direcror General.
In January 1999, he was promored fo the Direcror General of
Telecommunicarions. Due fo changes of regularory regime from the
Telecommunicarions Acr, 1950 ro the Communication Mulfimedia
Acr, 1998, JTM ceased ifs functions and regularory funcrions were
handed over o the Communicarions and Mulfimedia Commission
from April 1999. He refired as the last Director General of Telecommunicarions on 1 April 1999.
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Since his refirement from the government service, he has been actively involved directly in the privare sector involving
relecommunicarions industry in particular and others in general. He sar on various boards of public and privare companies,
including DiGi.Com Berhad, Cosway Berhad, Berjaya Group Berhad, MOLACCESS Bhd and Asiaspace Sdn. Bhd.

He is currently the Chairman of Malaysian Technical Standard Forum Bhd (MTSFDB), a forum designared by Malaysian
Communicarions and Mulfimedia Commission (MCMCO). He is also nominared by the Chairman of MCMC o lead the Entry

Poinr Projecr (EPP) # @ called Smarr Nerwork.

He arrended all five Board Meetings held during the financial year ended 31 May 2013.
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MATHEW THOMAS A/L VARGIS MATHEWS
(Senior Independent Non-Executive Director)

Mr. Mathew Thomas A/L Vargis Mathews, aged 58, a Malaysian,
was appoinfed fo the Board of Direcrors of the Company on 15
November 2003. He obrained his Charrered Associarion of Certified
Accountants (UK) qualification from London in 1985. He is currently
a Fellow of the Charrered Associafrion of Certfified Accountants, UK.
He began his career in a small audir pracrice and affer qualifying,
joined one of the big four accounting firms in 1987. In 1990, he leff
fo srarf up his own audir and accounfing pracfice and is currently the
Managing Parfner of Mathew & Parfners, Chartrered Accounrants. He
is an approved Company Audiror licensed by the Ministry of Finance.
Currently, he sirs on the boards of several private limired companies
in Malaysia including Mathew & Partners Consulting Sdn Bhd, Westar
Corporafion Sdn Bhd and Ultimare Class Sdn Bhd. He is also a member
of the Malaysian Insrirure of Accounrants (MIA) and the Malaysian
Instirure of Taxarion.

Mr. Mathew Thomas is the Chairman of the Audit Commirree and
Nominarion Commifrtee. He is also a member of Remuneration
Commifree of the Company.
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He arfrended all five Board Meetings held during the financial year ended 31 May 2013.

JAGDISH SINGH DHALIWAL
(Independent Non-Executive Director)

Mr. Jagdish Singh Dhaliwal, aged 61, a Malaysian, was appointed
to the Board of Directors of the Company on 1 May 2010. He is a
Fellow of the Associafion of Chartered Cerfified Accounrants and a
member of the Malaysian Institure of Accounrants. He began his
career as a Managing Direcror ar Nebpalm Ltd in 1975. From 1977
to 1978, he worked in various industries fill 1979 when he was
appoinfed as an Accounrant/Chief Accountant in Malaysian Rubber
Research & Developmenr Board where he served rill 1996. He was
Financial Controller in Multimedia Development Corporarion (MDec)
from 1996 o 1999 and Vice President of MDec from 1999 ro 2008.

Mr. Jagdish is the Chairman of the Remuneration Committee and
also a member of the Audit Committee and Nomination Commirree
of the Company.

He arrended all five Board Meetings held during the financial year
ended 31 May 2013.
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DATO’ MOHD ZAINI BIN HASSAN
(Independent Non-Executive Director)

Dato’ Mohd. Zaini Hassan, aged 49, a Malaysian, was appointed
o the Board of Direcrors of the Company on 23 April 2012. He
obrained his Masrer of Science (MSc.) in Media Management from
University of Stirling, United Kingdom in 1995. He has also successfully
completed his Bachelor of Mass Communication (Journalism) from
Universiri Teknologi MARA (UiTM) in 1988. He began his career as a
Cader Reporter with Urusan Melayu (Malaysia) Berhad in 1989, had
conrinuously climbed rhe corporare ladder, and is the Assistant Ediror-
in-Chief with Urusan Melayu (Malaysia) Berhad since 2008.

Daro’ Mohd Zaini is a member of the Audit Commirtee and
Nominarion Commirfee of the Company.

He artended four of the five Board Meetings held during the financial
year ended 31 May 2013.
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Chairman and Managing Director’s Letter to Shareholders

"We achieved record profit in 2013 following a business repositioning in 2009. Our focus now is fo build on the
turnaround so that we can continue fo see strong earnings and good growth momentum in the coming years.”

Dear Shareholders,

2013. Where do we start? Acrually, in 2009, when we first put info acfion a plan rhar would allow us to reposition the
company, divest unprofitable ventures and build on our comperencies. Our goal was clear: o refurn fo profirability as
well as ro rebuild our business in the light of a seriously declining Voice business.

Much was done in the years since, and in FY'12 we reporfed a return to profit. This year, we are very pleased ro have
achieved an even better sef of resulrs including a record profir affer rax.

More importantly, we believe thar we have made fremendous progress and REDrone is now a much stronger company. We
are roday leaner, focused and a preferred dara and broadband solutions provider for the corporare, SME and government
segments. We have also emerged as the country’s largest WiFi nerwork builder and a reliable rechnical partner ro Tier 1
relcos by providing quality support services.

How Our Company Performed Financially

Simply pur, REDrone has performed admirably well. Building on our rurnaround performance of FY'12, we improved
revenue fhis year by 32% ro R’M142 million from RM107 million previously. We also achieved a record profir affer rax
of RM25 million. This is our best profir since 2008 and is an impressive 1,253% jump from rhe R’M1.86 million last year.

On an equally happy note, the board of direcrors has approved a dividend payout of RM7.58 million. This is approximatrely
30% of REDrone’s ner profit, and 5% more than the group’s policy of distriburing a minimum 25% of irs nef profir fo
shareholders.

Business Developments

Our business thrust in FY'13 was centred around expanding our data and broadband services where we have been
seeing sfrong growrh since FY'12. We also rools the opportunity fo divest non-core and non-profifable businesses. These
rwo facrors, though nor the only ones, were key fo our much-improved financial performance.

Qur revenue and profit from dara and broadband (which includes WiFi) confinued fo climb considerably with the
corporate segment raking the lead. We also increased the number of WiFi hotspors and made further inroads info major
government dara projects fo push dara revenue up by 205% ro RM75.33 million from RM24.65 million, with a 974%
jump in pre-tax profit o RM17.97 million from RM1.67 million in FY12.

We secured a major confract worth RM82.5 million in November 2012 to build, operare and mainfain radio access nefworls
(RAN) infrastructure in the rural areas of Sabah under the Malaysian Commmunicarions and Mulfimedia Commission’s (MCMO)
Time 3 programme. This 3-year projecr is the largesr government project REDrone has underfaken since we enfered the
government secfor fwo years ago. We also submifred bids for orher government projecrs where typically, such confracrs
range from three ro five years.

As our dara and broadband business gains fraction, so has our repurarion for being able o deliver quality service and
customized solurions in a fimely manner.

Recently, we opened a new, high-tech dara cenfre in Cyberjaya (in addifion to the existing cenfre in Kuala Lumpur) ro
provide a higher level of service to our dara/broadband clienfs and fo cater for expected growth in our dara business.

We are also reaping the benefits of being involved in major WiFi projects throughour the country, including on-going
projects for Tier 1 relcos. These projects are expected fo confinue fo generare revenue for REDrone in the years ahead.

Since our last report, REDrone inlked a wholesale Erthernet deal with Telelkom Malaysia (TM). This is a significant collaboration
as ir provides REDrone access ro all TM's Mefro-E infrastructure narionwide. This means a wider coverage for our dara and
broadband services and the opporrunirty fo further grow rthe number of corporare and SME/SMI customers who are our
core dara cusfomers.
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Our Voice business remains profirable with consisrent returns despire being in a highly competirive marlet. Our capex
is minimal and this business generares solid cash flow.

We also collaborared with Huawei, Media Broadcast GmbH and PwC and submitred a render for rhe building, operating
and management of the only Digifal Terresrrial TV Broadcast (DTTB) nefworlk in the country. This is a major undertaking
and our three partners in rhis bid are recognised global experts in rthe various facers of DTTB. If we are successful in our
bid, rhis will bode well for the furure.

In Sabah and Sarawak, we continue o be ar the forefront in offering 4G/WIMAX services ro SMEs and o rural regions.
Our ability ro deliver in difficulr geographical condifions has bided us well and this is one of the reasons we were awarded
the Time 3 confract by MCMC.

In Shanghai, China, our pre-paid Voice and paperless reload (e-load) business confinues to return profirs and the operations
are self-sustaining.

To help the company achieve long-ferm susrainable growth, we have in FY'13 sef in morion several inifiafives. Two of
these initiarives are designed fo improve our infernal processes within RGD, operations and customer care as well as our
effectiveness in service delivery capabilities.

The third initiative is the recruitment of approximately 100 direct sales staff in addition ro hundreds of resellers. They will
funcfion as account managers and support staff and will back our drive for higher sales in FY'14 and beyond.

Where Do We Go From Here?

Dara, broadband and WiFi is now our main income and profir generafor and we expect growth in this segment ro drive
our business in the years ahead. We are presently ready ro undertalse nafionwide rollours covering locations such as the
Klang Valley, Penang, Johor, Kuching and Kora Kinabalu. We have a presence in the smaller fowns and are looking fo
expand fhe sraff force there o support projecrs thaf are becoming more nafionwide in narure.

As mentioned above, we have already recruired and frained personnel as well as invested in a new dara cenfre to
drive and carer for this growth. In addifion, the Wholesale Erherner agreement with TM will allow us fo support further
growth of our dara business while solidifying our posifion as the leading broadband solufions provider for organisarions.
In June rhis year, we launched REDrone Fibre+, a dedicared business broadband service designed specifically for SMEs
and enrerprises. This service will enable heavy users avoid disruprive dara fraffic congesfion issues.

In support of a higher demand for dara/broadband, REDrone is also looking at offering value added services such as
Google apps. Such apps and services will allow us fo cur across marlset segments. We will also offer “vertical solurions”
for large organisafions and the government sectror. This will enable our clienfs ro subscribe o a whole range of daraq,
broadband, voice and mobile solutions.

Our company is sfrong in Sabah and Sarawalk where we have a high capability in delivering service to rural areas
rhrough our experience in rolling our communifty broadband centres, Time 3 base srarions, RAN infrastrucrure sharing and
"Kampung Tanpa Wayar” project. In executing these projects, we have developed and sharpened our felco engineering
service capabiliry. We can now offer this service ro relcos and the broadcasfing industry where the laffer is going digiral,
opening up a new revenue stream for REDrone.

We will mainfrain our Voice business and foorprint in China as both do nor require further capex bur will confinue to
generate cash for the company.
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Riding on our 10+year infrasrructure and spectrum sharing deal with Maxis signed in 2012, we hope o launch maobile
broadband services soon. We are also receiving income as a resulr of the Nerwork Sharing and Alliance Agreement wifh
Maxis based on ifs number of 4G subscribers.

We have always said REDrone is capex-light. Moving ahead, we infend ro mainfain our balance sheer asset-light and we
will nor waver from the path of building on our rurnaround fo sfay ahead of the curve.
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Chairman and Managing Director’s Lefter to Shareholders

Corporate Responsibility

We conrinued fo sponsor broadband access for students and reachers ar Kolej Telsnologi YPCATWEB in Cheras, a project
we initiared in 2012. REDrone also provided broadband access and noreboolk facilities ar the BN Youth Job Fair 2012 as
well as cash confribution fo Majlis Sumbangan Banfuan Hari Raya 2012 ar Cheras Recreational Centre, Kuala Lumpur.
We were also rhe title sponsor for the REDrone KL Inrernarional Junior Open Squash Championships 2012 which drew
480 players from Malaysia, Singapore, Japan, Iran, India and Papua New Guinea.

People we need to thank
REDrone has achieved much rhroughourt the tfransformative years and we owe our successes to our feam of dedicared
employees for their commitrment and contributions. Now that the company is back on a profit parh, we are confident

rheir enthusiasm and ream spirit will remain jusr as sfrong.

To our business partners, loyal customers and stakeholders, REDrone is commiftted ro deliver top notch service and
conrinuously improve fthe reliability and relevance of our producr offerings.

And fo our valued shareholders, thank you for your support and confidence in REDrone.

Datuk Seri Syed Ali bin Tan 5ri Syed Abbas Al Habshee Dato’ Wei Chuan Beng
Chairman Managing Director



Corporate Governance Statement

The Board of Directors ("Board”) of REDfone International Berhad recognises the imporfance of upholding good corporare
governance in the discharge of ifs duties and responsibilifies fo profect and enhance shareholders’ value and raise the
performance of the Group.

The Board is pleased fo present this Starement on Corporare Governance which outlines an overview of the exrent
and manner of compliance with the principles and recommendations as sef our in the Malaysian Code on Corporare
Governance 2012 ("MCCG 2012") and the governance sfandards prescribed in the ACE Marker Listing Requirements.
This Starement also highlights the areas rhe Group has made good progress in adhering MCCG 2012's principles as well
as the areas where more worls needs ro be underfralken.

A.  ESTABLISH CLEAR ROLES AND RESPONSIBILITIES
1. Clear Functions of the Board and Management

The Board is responsible for the leadership, oversight and rhe long-rerm success of the Group. The Board
fully understands their collecrive responsibilities in guiding the business activities of the Group in reaching an
opfimum balance of a sound and sustainable business operarion in order fo safequard shareholders’ value.

The Board has reserved certain irems for its review including rthe approval of Group sfraregic plans, financial
srarements, dividend policy, rislk management, significant acquisitions and disposals, invesrments in significant
joinr venrures, significant property fransactions, significant capiral expendifure, and board appoinfments.

The Board recognises thar a strong independent element of the Board is essential to ensure a balance of power
and authority. The roles and responsibilifies of the Chairman and Managing Director are clearly segregared
fo further enhance and presenve a balance of authority and accounrability. The Chairman provides overall
leadership to the Board, withour comprising rthe principle of collecrive responsibility for Board's decisions while
rhe Managing Director focuses primarily on formulafion and implemenrarion of business straregies, oversees
rfhe implementarion of the Board's decision and policies, as well as supervises the day ro day management
and running of the Group.

Beyond marters reserved for the Board's decision, the Board has delegared the aurhority fo achieving the
corporate objective fo the Managing Direcror supporfed by the management ream. The Managing Director
remains accountable fo the Board for the aurhority thar is delegared fo him and for the performance of the
Group.

The Board has also delegared cerrain responsibilities ro orther Board Commiffees, which operate within clearly
defined rerms of reference. Standing commirfees of the Board include the Audir Commiftee, Nomination
Commirree and Remunerafion Commirree. The Board receives reports ar ifs meetings from rthe Chairman
of each committee on current activities and if is the general policy of the Company thar all major decisions
be considered by the Board as a whole.

2.  Clear Roles and Responsibilities

During the financial year ended 31 May 2013, the Board reviewed the sustainability, effecriveness and
implementarion of the straregic plans for the year and provided guidance and inpur fo the management.
To ensure the effective discharge of ifs function and duties, the principal responsibilifies of the Board include
rhe following specific areas:-
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o Straregic business plan and direcrion for the Group

. Invesrmenr and divestment proposals

. Approval of financial resulrs

. Reviewing the adequacy and infegrity of the Group's infernal control systems

. Implementing an effective public communicarions and investor relafions policies and programmes
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Corporafre Governance Starement

A.

ESTABLISH CLEAR ROLES AND RESPONSIBILITIES (CONT'D)

3.

Code of Conduct

The Board would formalise efhical standards through a code of conduct and o ensure the implementarion
of appropriare infernal sysrems by the Management fo support, promore and ensure irs compliance. The
Board would also ensure thar the code of conduct would be reviewed and updated regularly ro meet the
Company's needs and ro address the changing conditions of ifs business environment.

Strategies Promoting Sustainability

The Group recognises the importance of ifs corporare and social responsibility whilst pursuing irs corporare
goals. The Group confinues fo invest in ifs staff rhrough confinuous fraining fo develop in-house capability
and also a unired worlsforce thar assists in the Group realising irs goals and objecrives.

The Group also promotes prorection of the environment within the work environment, preventing wasrages,
recycling iniriatives and conserving energy.

Access to Information and Advice

In ensuring the effective funcrioning of the Board, all Direcrors have individual and independent access fo
the advice and support services of the Company Secretary and Exrernal Audirors and, may seek advice from
the Management on issues under their respective purview. The Directors may also inferact directly wirh, or
request further explanation, information or updates, on any aspect of the Company’s business concerns from
rhe Management fo enable the Board fo discharge its duries in relation fo the marrers being deliberared.

The Chairman of the Audir Commirree would brief the Board on any salient matters raised ar the Audir
Commiftee meetings and which require the Board’s nofice or direction.

The Direcrors, whether as a full board or in their individual capacity, may seels independent professional
advice ar the Company's expense on specific issues and gain access fo relevant information whenever
required ro enable the Board ro discharge ifs duries in connecfion with specific marrers.

Company Secretary

The appoinfmenr and removal of the Company Secrefary is a matter for the Board. All direcrors have access
fo the advice and services of the Company Secrerary, who is responsible for ensuring thar board procedures
are followed and rhar applicable rules and regularions are complied wirh.

The Board is safisfied with the support rendered by the Company Secrerary ro the Board in discharge of ifs
roles and responsibility. The Company Secrefary plays an advisory role o the Board on the Board's policies and
procedures and compliance with the relevant regularory requirements, codes or guidance and legislafions.
Also, the Company Secrefary ensures thar the deliberations ar the Board meetings are well caprured and
minured.

Board Charter

In discharging ifs duties, the Board is consrantly mindful of the need ro safeguard the inferests of the Group’s
sraleholders. In order ro facilirare the effecrive discharge of ifs duties and fo ensure thar all Board members
acting on the Group’s behalf are aware of their expanding roles and responsibilifies, the Board will be
establishing the Board Charrer as a source of reference o the Board in the fulfilment of ifs roles, duries and
responsibilities and which will be in line wirh the Recommendation of MCCG 2012 and provide insights o
the prospecrive Board member.

The Board will update the Board Charfer from time fo fime ro reflect changes o the Company’s policies,
procedures and processes as well as the laresr relevant legislarion and regulation. The finalised Board Charfer
will be uploaded onfo the Company's website.
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STRENGTHEN COMPOSITION

The Board has formally consfirured various committees which operare within defined rerms of reference o assist
in discharging ifs dutries and responsibilifies.

1. Audit Committee

The membership and Terms of Reference of the Audir Commirree is stared in the Audit Commmiftee Report
of this Annual Reporr. A summary of activities of the Audir Commifree during the year is sef out in the Audit
Commifree Reporf on pages 25 fo 29 of this Annual Report.

2. Nomination Committee

The Nomination Commifree comprises exclusively of three (3) Independent and Non-Execurive Direcrors and
fheir affendance ar meetings is as follows:-

No. of

Nomination

Committee

Meetings

attended/ held

in the

financial year

NAME OF COMMITTEE MEMBERS Designation under review

Mr. Marhew Thomas o/l Vargis Mathews Chairman 171
Mr. Jagdish Singh Dhaliwal Member 171
Daro” Mohd Zaini bin Hassan Member 0/1

The duties and responsibilities of the Nomination Committee are as follows:-

1. To nominare and recommmend o the Board, suitable candidares for directorships;

2. To nominare and recommend to the Board, the nominees fo fill sears on Board commitrees;

3. To assist the Board in its annual review of its required mix of skills and experience and other qualiries,
including core comperencies which non-execurive directors should bring fo the Board;

4. To review annually the independence of the Independent Directors; and

5. To assist the Board in implementing an assessment program fo assess the effectiveness of the Board
as a whole, the commmittees of the Board and the individual director on an annual basis.

3. Remuneration Committee

The Remunerarion Committee is responsible for recommending the remunerarion framewaorls for execurive
directors. In formulafing the recommended frameworlk and levels of remunerarion, the Remunerarion
Commiftee has considered informatrion prepared by management and survey dara on the remuneration
pracrices of comparable companies.

The current members of the Remunerarion Commiftee and their arfendance ar meeting are as follows:

No. of

Remuneration

Committee

Meetings

attended/ held

in the

financial year

NAME OF COMMITTEE MEMBERS Designation under review
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Mr. Jagdish Singh Dhaliwal Chairman 1/1
Daro” Wei Chuan Beng Member 11
Mr. Marhew Thomas o/l Vargis Mathews Member 171
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B.

C

STRENGTHEN COMPOSITION (CONT'D)

3.

Remuneration Committee (Cont’d)

The Board, as a whole, defermines the remuneration of non-executive directors, with each Director concerned
absraining from any decision as regards his remunerafion. Taking info account the performance of the
Group and the responsibilifies and performance of the Directors, Directors’ fees are set in accordance with a
remunerarion frameworlks comprising responsibility fees and arfendance fees. The Company pays ifs Directors
an annual fee which is approved annually by shareholders.

Derails of the nafure and amount of each major element of the remuneration of directors of the Company,
during the financial year, are as follows:

Value of
Remuneration
and Total
Fees (RM)  Others (RM) (RM)
Execurive Directors - 1,465,092 1,465,002
Non-execurive Direcrors 358,375 - 358,375

The number of direcrors whose remuneration fell wirhin the respective bands is as follows:

Number of Number of
Executive Non-Executive
Range of Remuneration (RM) Directors Directors

50,000 and below —

50,001 o 100,000 - 1%
100,001 ro 150,000 -

150,001 ro 200,000
200,001 ro 250,000
250,001 ro 300,000
300,001 and above 2 -

-
|

Notes:

* Included Direcror who retired during rthe year

REINFORCE INDEPENDENCE

1.

ANNUAL ASSESSMENT OF INDEPENDENCE

The Nomination Commiftee had underfaken a review and assessment of the level of independence of the
Independent Directors of the Board and based on the assessment, the Board is safisfied with the level of
independence demonsfrated by the Independent Direcrors, i.e. they are independent of management and
free from any business dealing or orher relationship with the Group thar could reasonably be perceived o
marerially inferfere wirh their exercise of unferrered and independent judgment.
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C.  REINFORCE INDEPENDENCE (CONTD)
2. TENURE OF INDEPENDENT DIRECTORS

The Company does nor have rerm limits for Independenr Directors as the Board believes there are significant
advantages fo be gained from the long-serving Directors who possess fremendous insight and in-depth
lknowledge of the Company’s business and affairs coupled with his calibre, qualificarions, experience and
personal qualifies.

Recommendation 3.2 of MCCG 2012 stares thar the renure of an independent direcror should nof exceed
a cumularive rerm of nine (9) years.

Mr. Mathew Thomas o/l Vargis Mathews has served on the Board for more than nine (9) years. However,
the Nominafion Commirtee and the Board have duly assessed, defermined and resolved thar Mr. Marhew
Thomas o/l Vargis Mathews, who had served the Board for more than nine (9) years, remains objective and
independent in expressing his views and in parficiparing in deliberation and discussion of the Board and
Board Commirrees. The length of his service on the Board does nof in any way interfere with his exercise of
independent judgement and ability fo act in the besr inferest of the Group. Mr. Mathew Thomas o/l Vargis
Marhews has demonstrared independence in carrying ourt his roles as a member of the Board and Board
Commirrees, notably in fulfilling his role as Chairman of the Audit Commirree and Nominarion Commifree.

The Board will recommend and seek the shareholders approval ar the forthcoming AGM o refain Mr. Marhew
Thomas o/l Vargis Marhews as an Independent and Non-Executive Direcror of the Company.

3.  Board Composition and Balance

There are currently seven (7) Direcrors, comprising three (3) Execurive Directors and one (1) Non-Independent
Non-Execurive Director and three (3) Independent Non-Executive Directors.

The Board acknowledges and ralkes cognisance of Recommendarion 3.5 of the MCCG 2012, which
recommends thar the Board should comprise a majority of independent direcrors where the chairman is
nor an independent direcror.

However, the Chairman is a Non-Independent Non-Execurive Director and he does not participare in the day-
fo-day management of the Group and there is no business or other relationship with the Group which could
be perceived to marerially inferfere with his exercise of independent judgment. The Group’s Independent
Non-Execurive Directors remain in a posifion fo fulfill their responsibility fo provide checlk and balance ro
the Board. The Board is of the opinion thar rhis deviation from the recommmendarion of the MCCG 2012
will nor significantly impair the corporare governance framework of the Company, and will maintain close
noniroring fo ensure balance of power and aurhority and rthe Board's decisions are made with adequare
independent supervision. Also, Direcrors are required fo absrain from deliberarions and voting on decisions
concerning fransactions which are relared o them or of which they have inferests in.

The profiles of the directors are sef our on pages 8 to11 of this Annual Report.

The Board is cognisant of the gender diversity recoommendatrion promoted by the MCCG 2012. However,
currently rhere is no female representarion on rthe Board. The Board is sarfisfied with the current mix of skills,
experiences, and industry-specific knowledge gained ro-dafe by the respecrive Direcrors. Nevertheless, the
Board will remain mindful of the gender diversity guideline when considering furure changes fo the Board'’s
composifion.
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The Board will, from fime to fime confinue fo review its composition and size fo ensure ifs effectiveness in
irs pivoral role in the strewardship of ifs straregic business direction and ulfimarely in the enhancement of ifs
long-rerm shareholder value.

The Arficles of Association of the Company provide rhar ar every Annual General Meeting of the Company,
one-third (1/3) of the direcrors shall refire from office and being eligible offer themselves for re-election. New
directors appointed by the Board are subject ro elecrion by the shareholders ar the next Annual General
Meefing following their appoinfments.
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D.

FOSTER COMMITMENT

1.

Time Commitment

The Board requires ifs members fo devore sufficient fime fo the workings of the Board, ro effecrively discharge
their duries as Directors of the Company, and fo use their best endeavours fo affend meetings.

Board meerings for the ensuing financial year are scheduled in advance before the end of the current
financial year so thar the Direcrors are able fo plan ahead.

During the financial year ended 31 May 2013, the Board met five (5) rimes, deliberaring upon and considering
a variety of mattfers including the Group’s financial resulrs, major investments, strafegic decisions and the
overall direction of the Group.

Agenda and marrers for discussion are prepared and circulared in advance of each meefing. All proceedings
from Board meetings are recorded and the minures mainfained by the Company Secretary. Details of the
Direcrors’ arfendance during the financial year under review are summarised below:

No. of Board of
Directors” Meetings attended/
held in the financial year

NAME OF DIRECTORS under review
Daruk Seri Syed Ali bin Tan Sri Syed Abbas Al Habshee 4/5
Daro’ Wei Chuan Beng 5/5

Mr. Marhew Thomas o/l Vargis Mathews 5/5

Mr. Lau Bilk Soon 5/5
Daro’ Ismail bin Osman 5/5

Mr. Jagdish Singh Dhaliwal 5/5
Daro” Mohd Zaini bin Hassan 4/5
Daro’ Ibrahim bin Che Mar! 3/3
Nores:

! Retired ar the AGM held on 28 Novernber 2012

Directors’ Training

The Board places grear emphasis on confinuous education for Direcrors. All Directrors have successfully
completed rthe Mandarory Accredirarion Programme. In addition, the Directors undergo continuous fraining
fo ensure thar they are kepr abreast on various issues facing the changing business environmenr within

which rhe Group operates.

Some of the courses, seminars, conferences and fallks arfended by the Directors were in the following areas:

o Business Value Crearion & Exit Success

o Copycar Innovarion

. The Exponential Funcrion — A Caralyst for Leadership Insight
. Talent Managemenr — Fonrerra Experience

. Walking with Tigers
. Employee Engagement to the Power of 3
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E. UPHOLD INTEGRITY IN FINANCIAL REPORTING
1.  Compliance with Applicable Financial Reporting Standards

The Company's audited financial srafements are prepared in accordance with the requirements of the
applicable approved accounting sfandards in Malaysia and the provisions of the Companies Act, 1965.

The Board aims to provide a balanced, clear and meaningful assessment of the Group’s financial performance
and prospects af the end of the financial year, primarily through the annual financial starements, quarterly
announcements of results and the Chairman’s Sratrement in the Annual Report. The Board is assisted by
the Audir Commiffee in overseeing the Group's financial reporfing fo ensure compliance, completeness,
adequacy and accuracy of ifs financial reporting. This assessment is provided in this Annual Report rhrough
the Starement by Direcrors pursuant fo Section 169(15) of the Companies Act, 1965 as set our on page 41
of this Annual Report.

2.  Suitability and Independence of external auditors

The Company has established a fransparent arrangement wirth the audirors to meer rtheir professional
requirement.

The Company’s Exrernal Audifors play an essential role by enhancing the reliability of the Company’s financial
srafements and giving assurance of thar reliability ro users of these financial srarements. The relarionship
berween the Company and its External Auditors is primarily maintained through the Audit Comnmiftee and
the Board.

The Audir Commitree has explicit aurhority fo communicare directly with the Exrernal Audifors. The Audir
Commirtee meetfs the Exrernal Audirors withour the presence of the Executive Direcrors and Management fo
discuss any concerns including management’s cooperarion in the audif process, quality and compefency in
rhe financial reporting funcrion, sharing of informarion and audir issues in relarion o appropriare accounting
frearment.

The Audir Commitree gave the Exrernal Audifors direct access ar all fimes ro highlighr ro the Audit Commifree
and the Board any issues of concern, significant defecrs in the Company’s systfem of confrol and compliance.

F.  RECOGNISE AND MANAGE RISK
1. Risk Management and Internal Control
The Board acknowledges ifs overall responsibility for continuous mainrenance of a sound sysfem of infernal
confrol as well as implementing a suirable Rislk Management Framework o safequard shareholders’
invesrment and the Group's assefs. The Company is planning fo improve irs rislk management by investing
in an Enrerprise Rislk Management sysfem.

2. Internal Audit Function

The Company has oursourced ifs infernal audif funcrion ro independent professional consulfing firms as part
of irs efforf ro provide adequare and effective internal contfrol sysrem.

C10OC 1YOdId TVNINNY B dVHYIC TVYNOILYNYILINI INOLdTY

The inrernal audifors report independently and directly ro the Audir Commifree in respecr of the Inrernal
Audir function. The internal audir funcrion is carried out in accordance wirh the annual infernal audir plan
as approved by the Audit Commirtee and all audit findings arising therefrom are reporred ro the Audir
Commiftee on a quarrarly basis.

The Srarement on Rislk Management and Intrernal Conrrol furnished on pages 30 o 32 of this Annual Report
provides an overview of the infernal confrol frameworls within the Group during the financial year under
review.



REDTONE INTERNATIONAL BERHAD H ANNUAL REPORT 2013

Corporafre Governance Starement

G. ENSURE TIMELY AND HIGH QUALITY DISCLOSURE

1.

Corporate Disclosure Policy

The Company recognises the value of fransparent and coherent communicarions with investrment community
consistent with commercial confidentiality and regularory considerarions.

The Board is mindful thar informarion which is expected ro be marerial must be announced immediarely
fo Bursa Securiries.

The Company is commifred to ensuring thar communications fo the investing public regarding the business,
operarions and financial performance of the Company are accurare, fimely, facrual, informative, consisrent,
broadly disseminafred and where necessary, information filed with regularors is in accordance with applicable
legal and reqgularory requirements.

Leverage on Information Technology for Effective Dissemination of Information

The Company mainfains a websire ar www.redrone.com fo facilitare access on pertinent informarion
concerning the Group and its operations by rhe shareholders, consumers and general public. The Company’s
website includes all announcements, annual reports and financial results made by the Company ro Bursa
Securities

Through the Company's websire, the sralkeholders are also able fo direcr queries fo the Company.

H.  STRENGHTHEN RELATIONSHIP BETWEEN COMPANY AND SHAREHOLDERS

1.

Encourage Shareholders’ Participation at General Meetings
The AGM is the principal forum for dialogue with shareholders.

The Company values feedbaclk from ifs shareholders and encourages them to acfively parficipare in discussion
and deliberarions. AGM is held yearly to consider rthe ordinary business of the Company and any other special
businesses. Each irem of special business included in the notice is accompanied by a full explanarion of the
effecrs of the proposed resolurion. During the annual and other general meetings, shareholders have direct
access o Board members who are on hand fo answer rheir quesrions, either on specific resolurions or on
the Company generally. The Chairman ensures thar a reasonable tfime is provided fo the shareholders for
discussion ar the meeting before each resolurion is proposed.

Encourage Poll Voting

The Board rakes note of the Recommendation 8.2 of the MCCG 2012 rhar the Board should encourage poll
voring. In line wirh this recommendarion, the Chairman will inform the shareholders of their right fto demand
for poll ar the commencement of the general meeting.

Effective Communication and Proactive Engagement

Nofice of the AGM and annual reports are senf our fo shareholders ar least twenty one (21) days before the
dare of the meeting rogerher with the financial starements and agenda for meefing fo enable shareholders
sufficient fime fo peruse the annual report and circulars supporting the resolutions proposed. The shareholders
are encouraged fo raise questions borh abour the Group's financial results and operarions in general during
the AGM.



Additional Compliance Information

Options, Warrants or Convertible Securities

During rhe financial year ended 31 May 2013, a roral of 19,969,500 opfions were granted and 3,485,500 oprions were
exercised pursuant fo the Employees’ Share Option Scheme.

During the financial year, the rofal number of Irredeemable Convertible Unsecured Loan Stocks ("ICULS") converted o
ordinary shares are as follows:

No. of ICULS converred 9,622,150
No. of Ordinary Shares issued 3,848,860

During fthe financial year, 4,000 Warrants were exercised and converred info 4,000 ordinary shares.

Utilisation of Proceeds Raised from Corporate Proposals

There was no corporare proposal carried our during fhe financial year.

Non-Audit Fees

The amount of non-audit fees paid fo rhe exrernal auditors by the Company for the year ended 31 May 2013 was
R~M6,500. (2012: RM 5,400)

Recurrent Related Party Transactions (“RRPT")

The derails of RRPT for the financial year under review are disclosed in Nore 36 of the financial sratrements. The above
relared party fransactions are of revenue or frading in nafure and are entered info in the ordinary course of business and no
shareholder’'s mandare was required as the amounr involved is below the threshold requiring the shareholder’s approval.

Share Buy-Back

During the financial year under review, the share buy-back fransactions were as follows:

o)
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No. of Average =

REDtone shares purchase Total E

purchased and price per consideration <
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July 2012 50,000 0.37 18,636 3%

January 2013 283,400 0.40 113,848 .

February 2013 2,594,000 0.39 1,026,364 3

March 2013 819,500 0.39 324,377 %

April 2013 28,000 0.41 11,423 S

May 2013 512,000 0.41 211,216 o
4,286,900 1,705,864
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Share Buy-Back (Cont'd)

Details of the resale of rreasury shares were as follows:-

Average
Purchase Total
No. of price per Consideration
REDtone shares Share Received
Month resold (RM) (RM)
October 2012 489,000 0.39 190,212

Imposition of Sanctions and/or Penalties

In the financial year ended 31 May 2013, there were no sancfions and / or penalfies imposed on the Company and ifs
subsidiaries, direcrors or management by any regulafrory body.

Variation of Results

There were no significanf variances nofed between the reported results and the unaudited results announced. The Company
did nor malke any release on the profir estimares, forecasts or projecrions for the financial year ended 31 May 2013.
Profit Guarantee

There were no profir guaranrees given by the Company during the financial year ended 31 May 2013.

Material Contract Involving Directors and Major Shareholders

There was no material confract enfered info by the Group involving the inrerest of Directors and Major Shareholders, either
srill subsisting as ar the end of the financial year or enrered info since the end of the previous financial year.
Depository Receipt Programme

During the financial year ended 31 May 2013, the Company did nof sponsor any Depository Receipr Programme.



Audit Committee Report

The Board of Directors of REDrone Infernational Berhad is pleased ro present the Audir Commmiftee Report for the financial
year ended 31 May 2013.

OBIJECTIVE

The Audir Commifree was established fo act as a Committee of the Board of Direcrors to fulfill its fiduciary responsibilifies
in accordance ro the Audit Commitree Charrer of REDrone Infernational Berhad and ro assist the Board to review the
adequacy and integrity of the Group's financial adminisfration and reporting and infernal control.

TERMS OF REFERENCE
1.0 COMPOSITION
(@  The Commitree shall fulfill the following requirements :

. The Commifree must be composed of nof less than three members;
. All members of the Committee shall be non-execurive directors with a majority of them being
independent direcrors; and

. Ar least one member of the Committee:
must be a member of the Malaysian Insfiture of Accounrants ("MIA”); or
if he is nor a member of MIA, he must have the relevant qualificarion and experience as specified
by rhe ACE Marker Listing Requirement of Bursa Malaysia Securities Berhad ("ACE Marker Listing
Requirements”).

(®)  Members of the Commifree shall elecr from among them a Chairman who shall be an independent non-
executive direcror.

(©  The Commitree shall have the authority ro:

. investigare any activity of the Company and ifs subsidiaries.

. seels any informarion relevant fo ifs acrivifies from any employee.

o have full and unrestricted access fo any informarion and documents perraining fo the Company and
irs subsidiaries

. convene meefing wirh the infernal audirors and exrernal audirors wirthour the presence of the Execurive

Directors and Management staff
(@  Where the Commirree is of the view thar a matter reporfed by it fo the Board has nor been satisfactorily
resolved resulting in a breach of the ACE Marlker Listing Requirements, the Committee shall promprly reporf
such matter to Bursa Malaysia Securities Berhad.

2.0 MEMBERSHIP

The current members of the Auditr Commiftee are as follows:
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Mr. Mathew Thomas a/l Vargis Mathews (Chairman, Independent Non-Execurive Direcror)
Mr. Jagdish Singh Dhaliwal (Member, Independent Non-Execurive Director)
Dato” Mohd Zaini bin Hassan (Member, Independent Non-Execurive Direcror)
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3.0 ATTENDANCE OF MEETINGS

(@)

®

©

@

A quorum shall consist of a majority of independent directors. In the absence of the Chairman, the members
present shall elect a Chairman for the meeting from amongst the members present.

The Commifree may require the members of management, the infernal audirors and representatives of the
exrernal audirors fo atfend any of ifs meefings as ir defermines.

Orther Directors and employees may affend any parficular meeting only ar the Commiftee’s invirarion, specific
fo the relevant meeting.

The Company Secrerary shall be the Secrerary of the Committee or in his absence, another person authorized
by the Chairman of the Committee

4.0 FREQUENCY OF MEETINGS

(@)

()

Meeting shall be held af leasr four (4) rimes annually, or more frequenrtly if circumsrances so require the
Committee 1o do so.

The Committee should meet with rthe Exrernal Auditors without Execurive Direcrors present ar least once a
year.

The derails of arfendance of each member ar the Audit Committee meetings held during the financial year
ended 31 May 2013 are as follows:

No. of
Audit Committee
Meetings attended/

held in the

financial year

NAME OF COMMITTEE MEMBERS Designation under review
Mr. Mathew Thomas o/l Vargis Marhews Chairman 5/5
Mr. Jagdish Singh Dhaliwal Member 5/5
Daro” Mohd Zaini bin Hassan Member 2/5

The Company Secrefary was present ar all meetings.

5.0 AUTHORITY

(a)

®

©

@

The Commiftee shall have explicir authority fo investigare any marrer wirhin irs Terms of Reference.

The Commifree have full access ro any information pertaining fo the Company and Group and unrestricted
access to the senior management of the Company and Group.

The Commiftree have direct communicarion channels with the exrernal audiror and person(s) carrying our
the infernal audir funcfion or acriviry.

The Commitree may with the approval of the Board, obrain independent professional or other advice in the
performance of ifs duties.



Audir Commiftree Reporr

6.0 DUTIES AND RESPONSIBILITIES
The Commifree shall, amongst others, discharge the following funcfions:
(a) Financial Reporting

To review the quarterly resulr and yearend financial strarements, prior fo the approval by rthe Board of
Direcrors, focusing particularly on

. fhe going concern assumprion;

. changes in or implemenrafion of major accounting policy;

o significant and unusual evenrs; and

o compliance with accounfing sfrandards and other legal requirements.

(b) Related Party Transactions
To monifor and review any relared party fransaction thar may arise within the Company or Group.

(c) Audit Reports

. To review infernal and exrernal audif reports o ensure thar management has ralken adequare and
appropriare remedial acfions on weaknesses identified.
. To discuss problems and reservarions arising from the inrerim and final audits and any marter the

audifors wish to discuss (in the absence of management, where necessary).

(d) External Audit

. To consider the performance of the exrernal auditors and make recommendations ro the Board of
Direcrors on their appointment and the exrernal audirors audir fee.
o To review rhe exrernal audirors’ audif plan, narure and scope of audit.

(e) Internal Audit

. fo review the adequacy of the scope, funcrions, comperency and resources of the infernal audir
funcfion and that it has the necessary authority o carry our irs worls.
o fo review rhe infernal audit plan, processes, the results of the infernal audir program, processes or

investigarion undertalken and whetfher or nof appropriare acfion is faken on the recommendations
of the infernal audir funcrion.
. fo approve the appointment of the Infernal Audifor.
(f)  Other Matters

To carry our such other funcfion as may be agreed ro by the Audir Commiffee and the Board of Direcfors.

SUMMARY OF ACTIVITIES OF THE AUDIT COMMITTEE DURING THE FINANCIAL YEAR UNDER REVIEW

1. Reviewed the unaudited quarterly financial results of the Group before recommending fo the Board of Directors
for their approval and release of the Group's financial resulrs ro Bursa Securities.
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2. Reviewed rhe Audir Planning Memorandum of the Group for the financial year ended 31 May 2013 with the
exrernal audifors.

3. Reviewed the annual audired financial starements of the Group, the issues arising from the audit, their resolutions
and the exrernal audif report with the exrernal auditors prior fo submission to the Board of Direcrors for their approval.
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SUMMARY OF ACTIVITIES OF THE AUDIT COMMITTEE DURING THE FINANCIAL YEAR UNDER REVIEW (CONT'D)

4. Reviewed the performance of the external auditors and male recommmendarions fo the Board of Directors on their
appoinfment and remuneration.

5. Reviewed the role and management of the infernal audir funcrion and the confinued option o oursource the
infernal audir funcrion.

6. Reviewed the annual infernal audir plan ro ensure adequare scope coverage over the acrivities of the Group.
7. Reviewed the internal audir findings and recommmendarions presenred on the stare of infernal confrol of the Group.

8. Reviewed ofher perfinent issues of the Group, which has significant impact on the results of the Group and rhe
strarutory audifs.

Q. Mer with the Exrernal Audirors withour the presence of Management and Secrerary.

INTERNAL AUDIT FUNCTION

The Commitree is supporfed by the Inrernal Audifors in the discharge of its duties and responsibilities. Ir is the responsibility
of the Infernal Audirors to provide the Audir Commiftee wirh independent and objecrive reportfs on the stare of inrernal
control of the various operaring unifs within the Group and the exrent of compliance of the units with the Group's
esrablished policies and procedures.

To this end rhe functions of the Internal Audirors are fo:

1. Perform audir worls in accordance wirh the pre-approved infernal audir plan

2. Carry our reviews on the systems of infernal control of the Group

3. Review and comment on the effecriveness and adequacy of the existing confrol policies and procedures
4. Provide recommendations, if any, for the improvement of the control policies and procedures.

The Audir Commmiftee and Board of Directors are satisfied with the performance of the Internal Audirors and have in the
inreresr of grearer independence and confinuity in the Infernal Audir function, ralken the decision fo confinue wirh the
oursource of the Infernal Audir function.

In compliance with the decision of the Audir Committee in the financial year under review, the operational compliance
reviews were as follows:

Invenfory Management

Sabah Branch Operarional Cash Management
Sarawalk Branch Operarional Cash Management
Johor Bahru Branch Operations Management
Sales Order Process Managemenr

Fixed Assers Management

Human Resource Management

Financial Srarement Close Processes

Customer Service Management

Ar the request of the Audit Committee rhe infernal audit reporrs and recommmendations issued in rhe financial year ended
31 May 2013 were reviewed and reporfed upon o defermine management compliance fo the same.

The fees incurred during the financial year ended 31 May 2013 in relafion fo the internal audir function for the Group
was IM140,070.



Audir Commiftree Reporr

STATEMENT ON EMPLOYEE SHARE OPTION SCHEME BY THE COMMITTEE

The bye-laws governing the Company's Employee Share Option Scheme ("ESOS”) was approved on 30 November, 2010
for a durarion of five (5) years commencing 14 January 2011. The Board of Directors and the Options Commirfee may
extend the ESOS for another five (5) years upon expiry of the current validity period.

The Audir Commifree confirms thar the allocarion of options offered by the Company to the eligible employees of the
Group complies with the By-Laws of the Company’s ESOS.

The brealkdown of the option held by the Non-Execurive Direcrors pursuant ro the Company’s ESOS in respect the financial
year ended 31 May 2013 is as follows:

Number of Share Options Over Ordinary Shares of

RMO0.10 Each
At 1 June At 31 May
Name of Directors 2012 Granted Exercised 2013
Mr Marhew Thomas o/l Vargis Mathews 200,000 100,000 200,000 100,000
Mr Jagdish Singh Dhaliwal 50,000 100,000 50,000 100,000
Daro’ Mohd Zaini bin Hassan - 50,000 - 50,000
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Statement on Risk Management and Internal Control

INTRODUCTION

The Board of Directors ("Board”) of REDrone Infernarional Berhad recognises the imporrance of good corporare
governance practices and is committed fo mainfaining a sound rislk managemenr and infernal control system fo
safeguard shareholders’ invesrment and the Group's assefs.

The Board is pleased o set out below the Board's Starement on Rislk Management and Infernal Control (“Starement™)
which is prepared in accordance with Rule 15.26(b) of the ACE Marker Listing Requirements, Malaysian Code on
Corporare Governance 2012 and as guided by the Starement on Risk Management and Infernal Confrol: Guidance
for Directors of Lisred Issuers.

BOARD RESPONSIBILITY

The Board affirms ifs overall responsibiliry for the Group's sysfem of internal confrol and for reviewing the adequacy
and infegrity of the sysrem. Ir should also be appreciared thar the whole sysrem of infernal confrol is designed ro
manage and confrol rislks appropriarely rather than a definifive system designed for the foral avoidance of rislss or
for eliminaring rhe risl of failure.

The regular reviews and evaluations of rhe infernal control sysfem, is an ongoing process, fo idenfify, evaluare
and manage the significant rislks faced or porentially faced by the Group, in pursuing its business objectives. These
processes are in place throughour the financial year under review and up fo the dare of approval of this Annual
Report.

The Board has delegared fo the Executive Commifree the implementarion of the system of inrernal confrols wirhin
an established framewaork throughout the Group.

RISK MANAGEMENT FRAMEWORK

The Board regards the management of core rislss as an infegral and critical parf of the day-fo-day operarions of
the Group. The experience, knowledge and expertise to idenfify and manage such risks throughour the financial
year under review enables the Group fo malse caurious, mindful and well-informed decisions through formulafion
and implementarion of requisife action plans and moniforing regime which are imperarive in ensuring rhe
accomplishment of the Group’s objectives.

The Company is in the process of improving fhe rislk management by investing in an Enrerprise Rislk Management
systfem. Meanwhile, there is an on-going process of idenfifying the major risks thar could porenrially and significantly
impacr on the Group's business objectives and the Company has assigned the respective Heads of Deparfment
ro manage fhe risks within rheir departments. Significant risks identified and the corresponding infernal controls
implemenred are discussed ar periodic managemenr meerings.

The Board of Direcrors and Management also recognise and aclknowledge that the development of an effecrive
infernal confrol sysrem is an ongoing process and o this end MaiNfains a coNfinUOUs commirment fo strengrhen
the existing infernal confrol environment of the Group.



Starement on Risk Managemenr and Inrernal Control

KEY INTERNAL CONTROL ELEMENTS
The key elements of the Group's Infernal Confrol Systfem include:

. Clearly defined rerms of reference, aurhorities and responsibilities of the various commifrees which include
the Auditr Commitree, Nominarion Commirtee and Remuneration Committee.

. Well defined organisarional srrucrure with clear lines for the segregarion of duries, accounrabiliry and the
delegarion of responsibilifies ro senior management and the respective division heads including appropriare
aurhority limifs to ensure accountability and approval responsibility.

. The Company’s performance is monifored on a monthly basis and the business objecrives and plans are
reviewed in the monrhly management meetings arfended by division and business unir heads. The Managing
Director and Executive Directors meet regularly with senior management ro consider the Group's financial
performance, business inifiafives and orther management and corporare issues.

. There are regular Board meefings and Board papers are distribured in advance fo all Board members who
are entitled o receive and access all necessary and relevant information. Decisions of the Board are only
made affer the required information is made available and deliberared on by the Board. The Board maintains
complete and effective control over the srraregies and direction of the Group.

. The Audir Committee reviews the effectiveness of the Group's system of infernal control on behalf of the
Board. The Audir Commitree comprises of non-executive members of the Board, who are independent
directors. The Audir Committee is nor resfricted in any way in the conduct of ifs duties and has unrestricred
access fo the infernal and exrernal audirors of the Company and fo all employees of the Group. The Audir
Commifree is also entitled ro seel such other third party independent professional advice deemed necessary
in the performance of irs responsibiliry.

. Review by the Audir Commitree of infernal confrol issues identified by the exrernal and inrernal audirors and
action raken by management in respect of the findings arising therefrom. The Inrernal Audir funcrion reporrs
directly fo the Audir Commifree. Findings communicared ro management and the Audir Commirfee with
recommendarions for improvements and follow up fo confirm all agreed recommendations are implemented.
The Inrernal Audir plan is strucrured on a risk based approach and is reviewed and approved by the Audir
Commiftee.

o Review of all proposals for marerial capital and investment opporfuniries by rhe Execurive Commifttee and
approval for the same by the Board prior fo expendifure being commifred.

. There are sufficienr reporfs generared in respect of the business and operating unifs to enable proper review
of the operarional, financials and regularory environment. Management accounts are prepared fimely and
on a monfhly basis and is reviewed by the Managing Direcror, Execurive Directors and senior management.

o The professionalism and competency of sraff are enhanced through a structured fraining and development
program. A performance management system is in place wirh esrablished lkey performance indicarors ro
measure and review staff performance on an annual basis.

. The decision of the Board of Directors fo oursource ifs infernal audit function ro independent professional
consulring firms for grearer independence and accounrability in the Inrernal Audir function.
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INTERNAL AUDIT FUNCTION

In a desire fo mainrain roral independence in the managemenr of the infernal confrol environment and remain
in compliance with the ACE Marker Listing Requirements, the Company has oursourced its infernal audir function
o independent professional consulting firms as part of irs efforf ro provide adequare and effective infernal confrol
system.

The infernal audirors report independently and directly ro the Audir Commifree in respect of the infernal audir
funcrion. The infernal audir funcrion is carried our in accordance with the annual infernal audift plan as approved
by the Audir Committee and all audir findings arising therefrom are reporfred ro the Audir Commmiffee on a quarferly
basis.

The infernal auditors are allowed complete and unrestricted access fo all documents and records of the Group
deemed necessary in the performance of its funcrion and independently reviews the risk idenfificarion procedures
and confrol processes implemented by Management. I also reviews the infernal conrrols in the key acrivities of
the Group's business based on the risk profiles of the business units in the Group. In addition, the internal audirors
carry our periodic assignments fo ensure the policies and procedures established by the Board are complied with
by Management. All reporrs and findings arising from rhese reviews are discussed primarily with the respecrive
process cusfodians prior fo a formal report being presented fo the Audir Committee.

As an addirional function ro the Group, the infernal auditor also provide business improvement recommendations
for the consideration of Management and the Board o assist in the confinuous development of a more efficient
and comprehensive infernal confrol environment.

REVIEW BY EXTERNAL AUDITORS

Pursuant fo Rule 15.23 of the ACE Marker Listing Requirements, the Exrernal Audirors have reviewed the Starement
for inclusion in the Annual Report, and reporfed fo the Board rhar norhing has come fo their affention thar causes
them ro believe thar the Srarement is inconsistent with their understranding of the processes adopred by rthe Board
in reviewing the adequacy and infegriry of the sysfem of inrernal confrol.

CONCLUSION

The Board has received assurance form the Chief Executive Officer and Financial Controller thar the Group's risk
management and infernal control system is operafing adequarely and effectively, in all marerial aspecrs, based
on the risk management and infernal control system of the Group.

For the year under review, the Board has reviewed the rislk management and infernal control systfem and is of
the view thart the system is adequare and effecrive and no material weakness and/or reporfted shortfall in rhe risk
management frameworls and infernal control system has resulred and/or give rise o any material loss, contingency
and/or uncerfainty during the financial year under review. The Board will confinue to review and ralke measures
fo strengrhen the risk management processes and infernal confrol environment.

This Starement is made in accordance with the resolution of the Board of Direcrors dared 22 Ocrober 2013.



Statement of Directors’ Interests

in the Company and relared corporafion as ar 11 October 2013

No. of Ordinary Shares Held

Name of Director Direct % Indirect %
Daruk Seri Syed Ali Bin Tan Sri Syed Abbas Al Habshee - - 156,300,000 30.90
Daro” Wei Chuan Beng 23,614,456 4.67 4,000,000 @ 0.79
Lau Bik Soon 5,216,600 1.03 - -
Dato’ Ismail bin Osman - - - -
Marthew Thomas A/L Vargis Marhews 515,000 0.10 - -

Jagdish Singh Dhaliwal 350,000 0.07 - -
Daro’ Mohd Zaini bin Hassan - -

No. of Iredeemable Convertible Unsecured
Loan Stocks 2010/2020 Held

Name of Director Direct % Indirect %
Daruk Seri Syed Ali Bin Tan Sri Syed Abbas Al Habshee - - 53,602,201 © 2524
Daro’ Wei Chuan Beng 283,000 0.13 - -

Lau Bik Soon 511,900 0.24 - —
Daro’ Ismail bin Osman - -

Marhew Thomas A/L Vargis Mathews - - - -
Jagdish Singh Dhaliwal - - - -
Daro’ Mohd Zaini bin Hassan - - - -

No. of Warrants Held
Name of Director Direct % Indirect %

Darulk Wira Syed Ali Bin Tan Sri Syed Abbas Al Habshee -
Daro” Wei Chuan Beng - -
Lau Bik Soon - - _ _
Daro’ Ismail bin Osman - - - -
Mathew Thomas A/L Vargis Marhews - - - -
Jagdish Singh Dhaliwal - - _ _
Daro” Mohd Zaini bin Hassan - - _ _

41,407,031 @ 26.11

Nore:

1. Deemed inferested by virtue of his interesr in Indah Pusalka Sdn Bhd via Tema Juara Sdn Bhd pursuant fo Section
6A of the Companies Act, 1965.

2. Deemed inrerested by virtue of the interesr held by his spouse.
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Directors’ Responsibility Statement

The Companies Act 1965 (“Act”) requires the Directors ro present the financial srarements of the Company and the Group
in accordance with the Act and approved accounting sfandards and thar they give a frue and fair view of the resulfs of
the business and the strare of affairs of the Group and the Company ar the end of rhe financial year.

The Direcrors have placed reliance on the sysrem of internal confrol wirhin the Company and the Group o form a basis
of reasonable grounds thar the accounfing sysfems and records maintained by the Company and the Group provide a
frue and fair view of the current stare of affairs of the Company and the Group.

The Direcrors have a further responsibility of ensuring thar accounting records are kept wirh reasonable accuracy which
enables the Company o provide a frue and fair view of the financial resulfs. In addifion, the annual audited financial
srarements have been prepared based on relevant and appropriare accounting policies and with usage of reasonable
and prudent judgment and esfimares.

The Direcrors have also a general responsibility for faking such steps as are reasonably open to them fo safeguard the
assets of the Group and fo prevent and defect fraud and orher irregularifies.

In compliance with the several responsibilifies of the Direcrors, the Directors present the financial srarements of the
Company and the Group for the financial year ended 31 May 2013 as set out on pages 44 to 111 of rhis Annual Report.



Directors’ Report

The directors hereby submirt their report and the audired financial starements of the Group and of the Company for the
financial year ended 31 May 2013.

PRINCIPAL ACTIVITIES

The principal activities of the Company are investment holding and rhe provision of management services fo its subsidiaries.
The principal acrivifies of the subsidiaries are set our in Notre 5 ro the financial srarements. There have been no significant
changes in the nafure of these acrivities during the financial year.

RESULTS
The Group  The Company
RM RM
Profir afrer raxation for rhe financial year 25,162,364 28,141,694
Atrtriburable ro:-
Owners of the Company 25,091,413 28,141,694
Non-conrrolling inrerests 70,951 -
25,162,364 28,141,694

DIVIDENDS
The Directors declared and approved on 30 July 2013, an inferim tax exempr dividend of 1.5 sen per ordinary share
payable on 31 Ocrober 2013 in respect of financial year ended 31 May 2013. The financial starements for the current

financial year do nof reflecr rhis inferim rax exempr dividend. Such dividend will be accounred for in the shareholders’
equity as an appropriarion of rerained profits in the nexr financial year ending 31 May 2014.

RESERVES AND PROVISIONS

All material fransfers fo or from reserves or provisions during the financial year are disclosed in the financial stafements.

ISSUES OF SHARES AND DEBENTURES

During fhe financial year,

(@)  there were no changes in the aurhorised share capiral of the Company;

(b)  the Company increased ifs issued and paid-up ordinary share capiral from RM47,564,057 ro RM48,297,893 by:-
() the issuance of 3,848,860 new ordinary shares of RMO.10 each resulting from the conversion of 2.75%

Iredeemable Converfible Unsecured Loan Stocks ("ICULS™) ar the rare of ren R’MO.10 nominal amount of
ICULS info four fully paid-up ordinary shares of RM0O.10 each in the Company;
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(i) theissuance of 3,485,500 new ordinary shares of RM0.10 each ar prices ranging from RMO.145 ro RMO.23
per share pursuant fo the Employees’ Share Opfion Scheme of the Company; and

(i) theissuance of 4,000 new ordinary shares of ’RMO.10 each resulring from the conversion of warranfs ar the
rare of one RMO.10 nominal amount of warrant info one fully paid-up ordinary share of RM0.10 each in the
Company.

The entire new ordinary shares issued during the financial year rank pari passu in all respecrs with the existing
ordinary shares of the Company; and

(©  there were no debentures issued by the Company.
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Direcrors’ Report

TREASURY SHARES

During the financial year, the Company repurchased a toral of 4,286,900 of ifs issued ordinary shares from the open
marlket for RM1,705,864 including fransaction costs. The average price paid for the shares repurchased was approximarely
RMO.39 per share. The shares purchased are held as freasury shares in accordance with Section 67A of the Companies
Act, 1965 and are presented as a deduction from foral equity.

The Company disposed of 489,000 treasury shares for a roral consideration of RM190,212.

Of rhe roral 482,978,925 (2012 - 475,640,565) issued and fully paid-up ordinary shares as ar the end of the reporting period,
5,452,800 (2012 - 1,654,900) ordinary shares are held as freasury shares by the Company amounting ro RM1,950,489
(2012 - RM349,347). Relevant details on the treasury shares are disclosed in Note 19 o the financial srarements.
OPTIONS GRANTED OVER UNISSUED SHARES

During rhe financial year, no options were granted by the Company to any person fo rake up any unissued shares in the
Company except for the share opfions granted pursuant fo the Employees’ Share Option Scheme.

EMPLOYEES’ SHARE OPTION SCHEME

The Employees’ Share Oprion Scheme of the Company ("ESOS”) is governed by the ESOS By-Laws and was approved by
shareholders on 30 November 2010. The ESOS is to be in force for a period of 5 years effective from 14 January 2011.

The salienr fearures, other rerms of the ESOS and derails of rhe share options granred during the financial year are disclosed
in Notre 20(f) ro the financial starements.

During the financial year, the Company grantred 19,969,500 share oprions under the ESOS. These options expire on 13
January 2016. For the financial year ended 2013, only 3,129,500 share opfion can be exercisable.

The oprion prices and the derails in the movement of the oprions granred are as follows:-

NUMBER OF SHARE OPTIONS OVER
ORDINARY SHARES OF RM0.10 EACH

AT AT
DATE OF OFFER EXERCISE PRICE 1JUNE 2012  GRANTED* EXERCISED 31 MAY 2013
4 March 2011 RMO.165 @,600,000 - 1,600,000 8,000,000
11 August 2011 R~MO.145 7,346,000 3,089,500 1,795,500 8,640,000
29 December 2011 RMO0.230 50,000 50,000 Q0,000 10,000
7 June 2012 RM0.220 - 150,000 - 150,000
5 July 2012 RMO.250 - 14,050,000 - 14,050,000
25 Seprember 2012 RMO0.300 - 180,000 - 180,000
21 February 2013 R~RMO0.340 - 2,450,000 - 2,450,000

16,996,000 19,969,500 3,485,500 33,480,000

* During the financial year, the Company granfed 19,969,500 share opfions under the ESOS. These options expire
on 13 January 2016.
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EMPLOYEES’ SHARE OPTION SCHEME (CONT'D)

The Company has been granted exemption by the Companies Commission of Malaysia from having fo disclose in this
report the names of holders to whom oprions have been granfed to subscribe for less than 300,000 ordinary shares of
RMO.10 each. The names of opfion holders granfed options fo subscribe for 300,000 or more ordinary shares of RM0.10
each during the financial year, orher than directors whose derails are disclosed in the secfion on Directors’ Inferests in
this report, are as follows:-

Exercise Granted during
Name Grant Date Expiry Date Price the financial year
Ng Hui Nooi 5 July 2012 13 January 2016 RMO.25 2,000,000
Syed Taufilk Bin Taha 21 February 2013 13 January 2016 RMO.34 1,000,000
Leng Kah Hui 5 July 2012 13 January 2016 RMO.25 500,000
Ng Kok Hing 5 July 2012 13 January 2016 RMO0.25 500,000
Ong Cheok Seong 5 July 2012 13 January 2016 AMO0.25 500,000
Tan Kee Ann 5 July 2012 13 January 2016 RMO.25 500,000
Cheong Jau Jiunn 5 July 2012 13 January 2016 RM0O.25 300,000
Amrul Halim Gan Bin Abdullah 5 July 2012 13 January 2016 RMO.25 300,000
Leslie David Nalliah 5 July 2012 13 January 2016 RMO.25 300,000
Kok Soon Huar 21 February 2013 13 January 2016 AMO.34 300,000

BAD AND DOUBTFUL DEBTS

Before the financial srarements of the Group and of the Company were made out, the directors fook reasonable sreps
fo ascerfain thar action had been raken in relarion ro the writing off of bad debts and the making of allowance for
impairment losses on receivables, and safisfied themselves thar all known bad debts had been written off and thar
adequare allowance had been made for impairment losses on receivables.

Ar the dare of this report, the directors are notr aware of any circumstances thar would require the further writing off of
bad debrs, or the addifional allowance for impairment losses on receivables in rthe financial srarements of the Group
and of the Company.

CURRENT ASSETS

Before the financial starements of the Group and of the Company were made out, the direcrors fools reasonable sreps ro
ascertain thar any current assets other than debrs, which were unlikely o be realised in the ordinary course of business,
including their value as shown in the accounting records of the Group and of the Company, have been written down fo
an amount which they mighr be expecred so fo realise.

Ar the dare of fthis report, the direcrors are nor aware of any circumstances which would render the values affribured o
rhe current assers in the financial stafements of the Group and of the Company misleading.
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VALUATION METHODS

Ar the dare of rhis report, the directors are nor aware of any circumsrances which have arisen which render adherence
fo the existing merhods of valuarion of assers or liabilities of the Group and of the Company misleading or inappropriare.

CONTINGENT AND OTHER LIABILITIES
The conringent liability is disclosed in Note 40 to the financial stafements. At the dare of this report, there does not exist:-

() any charge on the assefs of the Group and of the Company rhar has arisen since the end of the financial year
which secures the liabilifies of any other person; or

(i any confingent liability of the Group and of the Company which has arisen since the end of rhe financial year.

No confingent or ofher liability of the Group and of the Company has become enforceable or is likely ro become
enforceable wirhin the period of welve months after the end of the financial year which, in the opinion of the direcrors,
will or may subsrantially affecr the ability of the Group and of the Company to meer their obligafions when they fall due.

CHANGE OF CIRCUMSTANCES

Ar the dare of this report, the directors are not aware of any circumstances not ofherwise dealr wirh in fthis report or
the financial srarements of the Group and of the Company which would render any amount stared in the financial
srafements misleading.

ITEMS OF AN UNUSUAL NATURE

The resulrs of the operations of the Group and of the Company during the financial year were nor, in the opinion of the
direcrors, substanfially affecred by any irem, fransacfion or event of a marerial and unusual narure.

There has nor arisen in the inferval between the end of the financial year and rhe dare of this report any irfem, fransaction
or event of a marerial and unusual nature likkely, in the opinion of the directors, fo affect substantially the resulrs of the
operations of the Group and of the Company for the financial year.

DIRECTORS
The direcfors who senved since the dare of the last reporr are as follows:-

Daro' Ibrahim Bin Che Mar

(Retired as Direcror, Independenr and Non Executive Chairman on 28 November 2012)
Daruk Seri Syed Ali Bin Tan Sri Syed Abbas Al Habshee

(Redesignated to Non Independent and Non Executive Chainman on 28 November 2012)
Daro” Wei Chuan Beng

Lau Bik Soon

Daro’ Ismail Bin Osman

Marhew Thomas A/L Vargis Marthews

Jagdish Singh Dhaliwal

Daro” Mohd Zaini Bin Hassan
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DIRECTORS’ INTERESTS

According o the register of direcrors’ shareholdings, the inferests of directors holding office ar the end of the financial
year in shares in the Company and ifs relared corporations during the financial year are as follows:-

Direct Interests

Daro” Wei Chuan Beng

Mathew Thomas A/L Vargis Marhews
Lau Bik Soon

Jagdish Singh Dhaliwal

Indirect Interest

Darulk Seri Syed Ali Bin Tan Sri Syed Abbas
Al Habshee #

Direct Interests

Daro’ Wei Chuan Beng

Marhew Thomas A/L Vargis Marhews
Lau Bil Soon

Indirect Interest

Daruk Seri Syed Ali Bin Tan Sri Syed Abbas
Al Hobshee #

Direct Interests

Daro” Wei Chuan Beng
Marhew Thomas A/L Vargis Marhews

Indirect Interest

Daruk Seri Syed Ali Bin Tan Sri Syed Abbas
Al Habshee #

Nore:

At
1.6.2012

15,648,076
225,000
1,696,600
50,000

130,000,000

At
1.6.2012

21,283,000
225,000
511,900

33,602,291
At
1.6.2012

30,000

37,440,916

Number Of Ordinary Shares Of RM0.10 Each

At

Bought Sold 31.5.2013

4,484,300 1,861,400 18,270,976

290,000 - 515,000

20,000 500,000 1,216,600

250,000 - 300,000

26,300,000 - 156,300,000
Number Of ICULS Of RM0.10 Each

At

Bought Sold 31.5.2013

760,900 50,000 21,993,900

- - 225,000

- — 511,900

2,791,200 42,791,200 53,602,291

Number Of Warrants

At

Bought Sold 31.5.2013

1,650,000 1,450,000 200,000

- 0,000 -

3,067,015 - 41,407,931

# Deemed interested by virtue of his interest in Indah Pusalkka Sdn Bhd via Tema Juara Son Bhd.
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DIRECTORS’ INTERESTS (CONT'D)

Number Of Share Options Over Ordinary Shares
Of RM0.10 Each

At At
1.6.2012 Granted Exercised 31.5.2013

Share Options Of The Company
Daro" Wei Chuan Beng 10,000,000 1,000,000 - 11,000,000
Marhew Thomas A/L Vargis Mathews 200,000 100,000 200,000 100,000
Lau Bik Soon 5,000,000 1,000,000 - 6,000,000
Jagdish Singh Dhaliwal 50,000 100,000 50,000 100,000
Daro’ Ismail bin Osman - 500,000 - 500,000
Daro’” Mohd Zaini bin Hassan - 50,000 - 50,000

DIRECTORS’ BENEFITS

Since the end of rhe previous financial year, no direcfor has received or become enfitled fo receive any benefir (orher
fhan a benefir included in the aggregare amounr of emoluments received or due and receivable by direcrors as shown
in the financial starements, or the fixed salary of a full-fime employee of the Company) by reason of a confract made
by the Company or a relared corporation with the direcror or wirth a firm of which the direcror is @ member, or with a
company in which rhe direcror has a subsranrial financial inferest excepr for any benefirs which may be deemed fo arise
from fransactions as disclosed in Note 36 fo the financial srarements.

Neirher during nor ar the end of the financial year was rhe Group or the Company a party fo any arrangements whose

object is fo enable the direcrors ro acquire benefirs by means of rhe acquisition of shares in or debentures of the Company
or any other body corporate other than the options granted to cerrain directors pursuant o the ESOS of the Company.

SIGNIFICANT EVENTS DURING THE REPORTING PERIOD

The significant evenrs during the financial year are disclosed in Notre 42 ro the financial starements.

SIGNIFICANT EVENTS OCCURRING AFTER THE REPORTING PERIOD

The significant events occurring affer the reporfing period are disclosed in Nore 43 ro the financial starements.

AUDITORS

The audirors, Messrs. Crowe Horwarh, have expressed ftheir willingness fo confinue in office.

Signed in accordance with a resolurion of the direcrors dared 30 Seprember 2013

Dato” Wei Chuan Beng

Lau Bik Soon



Statement by Directors

We, Daro’ Wei Chuan Beng and Lau Bik Soon, being rwo of the directors of REDrone Inrernational Berhad, stare that, in the
opinion of the directors, the financial srarements ser our on pages 15 o 116 are drawn up in accordance wirth Malaysian
Financial Reporfing Standards, Infernarional Financial Reporfing Strandards and the requirement of the Companies Act
1065 in Malaysia so as ro give a frue and fair view of the stare of affairs of the Group and of the Company ar 31 May
2013 and of their results and cash flows for the financial year ended on thar dare.

The supplementary information set out in Note 44, which is nof part of rhe financial starements, is prepared in all material
respects, in accordance wirh Guidance on Special Marter No. 1, Determination of Realised and Unrealised Profifs or Losses
in the Conrexr of Disclosure Pursuant ro Bursa Malaysia Securities Berhad Listing Requirements, as issued by the Malaysian
Institure of Accounrants and the directive of Bursa Malaysia Securifies Berhad.

SIGNED IN ACCORDANCE WITH A RESOLUTION OF THE DIRECTORS
DATED 30 SEPTEMBER 2013

Dato’ Wei Chuan Beng Lau Bik Soon

Statutory Declaration

[, Ng Hui Nooi, being the officer primarily responsible for the financial managemenr of REDrone Intrernarional Berhad, do
solemnly and sincerely declare thar the financial starements sef outr on pages 15 ro 116 are, fo the besr of my knowledge
and belief, correct, and | male this solemn declaration conscientiously believing the same fo be frue and by virtue of
the provisions of rhe Srarurory Declararions Act 1960.

Subscribed and solemnly declared by
Ng Hui Nooi,

afr Kuala Lumpur in the Federal Territory
on this 30 Seprember 2013

Ng Hui Nooi
Before me

YAP LEE CHIN (NO. W - 591)
Commissioner for Oarhs
Kuala Lumpur
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Independent Auditors’ Report

ro the Members of REDrone Inrernarional Berhad

Report on the Financial Statements

We have audited the financial starements of REDrone Inrernarional Berhad, which comprise rhe srafements of financial
position as ar 31 May 2013 of the Group and of the Company, and the srarements of comprehensive income, starements
of changes in equity and starements of cash flows of the Group and of the Company for the financial year then ended,
and a summary of significant accounting policies and orher explanarory informarion, as sef our on pages 15 o 116.

Directors’ Responsibility for the Financial Statements

The direcrors of the Company are responsible for the prepararion of financial starements thar give a frue and fair
view in accordance with Malaysian Financial Reporfing Standards, Infernational Financial Reporting Standards and the
requirements of rhe Companies Acr 1965 in Malaysia. The direcrors are also responsible for such internal control as the
directors defermine is necessary o enable the preparation of financial stafements thar are free from marerial missrarement,
wherher due ro fraud or error.

Auditors’ Responsibility

Our responsibility is o express an opinion on these financial srarements based on our audir. We conducred our audif
in accordance with approved srandards on audifing in Malaysia. Those srandards require thar we comply with erhical
requirements and plan and perform the audir o obrain reasonable assurance aboutr whether the financial statements
are free from marerial misstarement.

An audif involves performing procedures fo obrain audir evidence abour the amounts and disclosures in the financial
srarements. The procedures selecred depend on our judgement, including the assessment of rislks of marerial missrarement
of the financial stafements, whether due fo fraud or error. In making those risls assessments, we consider infernal control
relevant ro the enrity’s preparation of financial starements thar give a frue and fair view in order ro design audir procedures
rhar are appropriare in the circumsrances, bur not for the purpose of expressing an opinion on the effectiveness of the enfiry’s
inrernal confrol. An audir also includes evaluaring the appropriareness of accounting policies used and the reasonableness
of accounfing esfimares made by the direcrors, as well as evaluaring the overall presenrarion of the financial srarements.

We believe that the audir evidence we have obrained is sufficient and appropriare fo provide a basis for our audit opinion.
Opinion

In our opinion, the financial srarements give a frue and fair view of the financial position of the Group and of the Company
as of 31 May 2013 and of their financial performance and cash flows for the financial year then ended in accordance
with Malaysian Financial Reporting Standards, Infernarional Financial Reporting Standards and the requirements of the
Companies Acr 1965 in Malaysia.

Report on Other Legal and Regulatory Requirements
In accordance with the requirements of the Companies Acr 1965 in Malaysia, we also report the following:-

(@  Inouropinion, the accounting and ofher records and the registers required by the Act ro be kept by the Company
and irs subsidiaries of which we have acfed as audirors have been properly kepr in accordance wirh rthe provisions
of the Acr.

(b)  We have considered the financial starements and the audirors' reports of the subsidiaries of which we have nor
acred as audirors, which are indicared in Note 5 ro the financial strarements.

(©  We are safisfied thar the financial strarements of the subsidiaries thar have been consolidared with the Company's
financial starements are in form and confent appropriare and proper for the purposes of the preparafion of the
financial starements of the Group and we have received satisfacrory information and explanarions required by us
for those purposes.

(@)  The audit reporrs on the financial starements of the subsidiaries did not confain any qualificarion or any adverse
comment made under Section 174(3) of the Act.



Independent Audirors’ Report

to the Members of REDrone Infernarional Berhad

The supplemenrary information sef our in Note 44 to rhe financial stafements is disclosed to meer the requirement of Bursa
Malaysia Securities Berhad and is nor part of rhe financial srarements. The direcrors are responsible for the preparation
of the supplementary informarion in accordance with Guidance on Special Marffrer No. 1, Determination of Realised and
Unrealised Profits or Losses in the Contexr of Disclosure Pursuant ro Bursa Malaysia Securifries Berhad Listing Requirements,
as issued by the Malaysian Insfiture of Accountants ("MIA Guidance") and the directive of Bursa Malaysia Securities Berhad.
In our opinion, the supplementary information is prepared, in all material respects, in accordance wirth the MIA Guidance
and rhe directive of Bursa Malaysia Securities Berhad.

Other Matters

1. As stared in Nore 3.1 fo the financial srarements, REDrone Infernational Berhad adopred Malaysian Financial Reporting
Standards on 1 June 2012 with a fransifion date of 1 June 2011. These standards were applied refrospectively by
direcrors to the comparafive information in these financial srarements, including the srarements of financial position
as ar 31 May 2012 and 1 June 2011, and rthe starements of comprehensive income, starements of changes in
equity and starements of cash flows for the financial year ended 31 May 2012 and relared disclosures. We were
nor engaged fo report on the compararive informarion and it is unaudited. Our responsibilities as part of our audir
of the financial srarements of the Group and of the Company for the financial year ended 31 May 2013 have,
in these circumsrances, included obraining sufficienr appropriare audir evidence rthar the opening balances as
ar 1 June 2012 do nor contain misstafements thar materially affect the financial position as of 31 May 2013 and
financial performance and cash flows for the financial year then ended.

2. This reporr is made solely ro the members of the Company, as a body, in accordance with Section 174 of the
Companies Act 1965 in Malaysia and for no other purpose. We do nor assume responsibility fo any other person
for the conrent of rhis report.

Crowe Horwath James Chan Kuan Chee
Firmm No: AF 1018 Approval No: 2271/10/13 (J)
Chartered Accounrants Charrered Accountant
30 Seprember 2013

Kuala Lumpur
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Statements of Financial Position

ar 31 May 2013

The Group The Company
31.5.2013  31.5.2012 1.6.2011 31.5.2013 31.5.2012 1.6.2011
Note RM RM RM RM RM RM
ASSETS
NON-CURRENT ASSETS
Investments in subsidiaries 5 - - - 84,701,864 84,532,007 82,798,262
Investments in associares 6 220957636 20235161 16,501,984 - 20 -
Investment in joint confrolled enity 7 - - - - - -
Property, plant and equipment 8 20306031 32,636,807 34,278,996 106 197 288
Investment properties Q 1,138,100 1,128,038 1,038,600 - - -
Deferred rax assers 10 3,060,402 3,943,366 4,667,592 782,063 893,919 1,138,721
Other investment 11 50,000 50,000 10,000 - - -
Goodwill 12 6,755,891 8,005,891 9,020,434 - - -
Development cosfs 13 Q477482 10,566,534 15,751,704 - - -
Orher receivables 16 14174472 14,586,042 - 14174472 14,586,042 -
86,020,914 91,152,739 81,269,310 99,658,505 100,012,185 83,937,271
CURRENT ASSETS
Invenrories 14 1,075,863 671,776 2,308,102 - - -
Trade receivables 15 | 65,277,769 || 13,287,776 | | 14,196,528 - - -
Other receivables, deposits and
prepayments 16 | 13,036,673 || 12,905,332 7,544,031 | 120,913,028 []30,358,926 |[52,787,560
Tox recoverable 10,423 - 385,871 - - 200
Orher investmenr 11 1472 008,837 033,891 - - -
Deposits with licensed banks 17 131,512,643 || 17,524,058 | | 10,040,831 - - -
Cash and bank balances 5085244 || 4,065,764 || 17,886,076 554,278 255,096 || 3,653,532
116,000,087 || 49,453,543 | | 53,295,330 | [ 21,467,306 ||30,614,922 ||56,441,202
TOTAL ASSETS 202,021,001 140,606,282 134,564,640 121,125,811 130,627,107 140,378,563

The annexed notes form an inregral part of the financial srarements




Starements of Financial Position

ar 31 May 2013 (Cont'd)

The Group The Company
31.5.2013 31.5.2012 1.6.2011 31.5.2013 31.5.2012 1.6.2011
Note RM RM RM RM RM RM
EQUITY AND LIABILITIES
EQUITY
Share capiral 18 48,207,803 47,564,057 44777903 48,297,803 47564057 44,777,903
Treasury shares 19 (1,950,489) (349.347)  (311,163) (1,950,489) (349,347)  (311,163)
Reserves 20 59318,081 32,887,377 29033022 61445796 32,011,477 40,533,327
TOTAL EQUITY ATTRIBUTABLE TO
OWNERS OF THE COMPANY 105,665,485 80,102,087 74,399,762 107,793,200 79,226,187 85,000,067
NON-CONTROLLING INTERESTS 7394107 7816530 7,012,769 - - -
TOTAL EQUITY 113,059,592 87,918,617 81412531 107,793,200 79,226,187 85,000,067
NON-CURRENT LIABILITIES
Iredeemable convertible
unsecured loan stocks ("ICULS") 20(e) 3,128,254 3575677 4554884 3128254 3575677 4,554,884
Finance lease payables 21 209048 402,788 573,874 - - -
Hire purchase payables 22 - 42,378 69,143 - - -
Term loans 23 1,890,122 1,900,274 1,865,396 - - -
Deferred raxafion 10 60,727 106,291 147,470 - - -
5,379,051 6,027,408 7210767  3,128254 3575677 4,554,884
CURRENT LIABILITIES
Deferred income 24 6,449 755 7,621,742 7,968,058 - - -
Trade payables 25 125043059 || 17,162,504 | | 16,492,659 - - -
Orher payables and accruals 26 | 42,876,631 || 17,279,859 | | 15,551,866 || 10,204,357 ||47,825,243 ||50,823,612
Finance lease payables 21 102,839 428,392 1,056,871 - - -
Hire purchase payables 22 - 26,739 26,739 - - -
Term loans 23 61,873 108,902 108,902 - - -
Provision for raxarion 5,755,480 1,590,634 613,743 - - -
Bank overdraft 27 3,292,721 2,441,485 || 3,222,504 - - -
84,482,358 || 46,660,257 | | 45,941,342 | [ 10,204,357 ||47,825,243 |{50,823,612
TOTAL LIABILITIES 80,861,400 52,687,665 53,152,100 13,332,611 51,400,920 55,378,496
TOTAL EQUITY AND LIABILITIES 202,021,001 140,606,282 134,564,640 121,125,811 130,627,107 140,378,563

The annexed notes form an integral part of the financial starements
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Statements of Comprehensive Income

for the financial year ended 31 May 2013

The Group The Company
2013 2012 2013 2012
Note RM RM RM RM
REVENUE 28 142,047,656 106,975,930 32,833,745 -
COST OF SALES (73,353,673)  (75,340,128) - -
GROSS PROFIT 68,603,983 31,635,802 32,833,745 -
OTHER INCOME 4,813,570 14,341,306 495129 895,178
73,507,553 45,977,108 33,328,874 895,178
GENERAL AND ADMINISTRATIVE EXPENSES (38,824,947) (41,399,440) (4,605,767)  (8,830,420)
FINANCE COSTS (1,018,867) (1,343,567) (668,842) (669,630)
PROFIT/(LOSS) BEFORE TAXATION 29 33,663,739 3,234,101 28,054,265 (8,604,872)
INCOME TAX (EXPENSE)/INCOME 30 (8,501,375) (1,374,214) 87,429 (244,802)
PROFIT/(LOSS) AFTER TAXATION 25,162,364 1,859,887 28,141,694 (8,849,674)
OTHER COMPREHENSIVE INCOME,
NET OF TAX
- Revaluarion of investrment properties 418,205 - - -
- Foreign currency franslation (391,904) 1,256,092 - -
TOTAL COMPREHENSIVE INCOME/(EXPENSES)
FOR THE FINANCIAL YEAR 25,188,605 3,115,979 28,141,694 (8,849,674)
PROFIT/(LOSS) AFTER TAXATION
ATTRIBUTABLE TO:-
Owners of the Company 25,091,413 2,148,274 28,141,694 (8,849,674)
Non-conrrolling inrerests 70,051 (288,387) - -
25,162,364 1,859,887 28,141,694 (8,849,674)
TOTAL COMPREHENSIVE INCOME/(EXPENSES)
ATTRIBUTABLE TO:-
Owners of the Company 25,138,079 2,969,685 28,141,694 (8,849,674)
Non-conrrolling inferests 50,586 146,204 - -
25,188,665 3,115,979 28,141,694 (8,849,674)
EARNINGS PER SHARE (SEN)
Basic 31 523 0.45
Dilured 31 Nor applicable Nor applicable

The annexed notes form an inregral part of the financial srarements



Statements of Changes in Equity

for the financial year ended 31 May 2013

< NON-DISTRIBUTABLE > DISTRIBU-
TABLE
FOREIGN RETAINED ~ ATTRIBU-
EXCHANGE EMPLOYEE ~ PROFIT/  TABLETO
TRANSLA- SHARE (ACCUMU-  OWNERS NON-
SHARE TREASURY ~ SHARE TION OTHER OPTION LATED OF THE CONTROLLING TOTAL
CAPITAL ~ SHARES ~PREMIUM  RESERVE  RESERVES ICULS  RESERVE ~ LOSSES)  COMPANY INTERESTS ~ EQUITY
THE GROUP NOTE RM RM RM RM RM RM RM RM RM RM RM
Balonce or 1.6.2011 44771903 (311,163) 9402960 (1,877.365) 19,674,292 12,007424 1,721,187 (10995476) 74399762 7,012,769 81412531
Arising from disposal of @
subsidiary - - - - (M43154) - - - (343154) 657467 314313

Profit afrer raxation for the
financial year - - - - _

- 2148274 2148274 (288,387) 1,859,887

Other comprehensive income
for the financial year, nef of fax:
- Foreign curency frandlarion - - - - - -

821 411 434,681 1,256,092

Toral comprehensive income

for the financial year - - - 82141 - - - 2148214 2960685 146,294 3115979
ssuance of shares pursuant - 18 G
o conversion of ICULS 20 1,995,704 - (67982) - - (1927722) - - - - -
Treasury shares acquired 19 - (38184 - - - - - - (38,184) - (318
Employees’ share oprions:
-granred 20 - - - - - - 1901283 - 1001283 - 1901283
- exercised 20 790450 - 162129 - - - (1,205,050) - 121269 - 121269
Balance ar 31.5.2012 47564057 (349.347)10962,273  (1,095,954) 19,331,138 10,079,702 2417420 (8847202) 80102087 7816530 879180617
o)
Balance ar 1.6.2012 47564057 (349.347)10962.273  (1,055,954) 19,331,138 10,079,702 2417420 (8,847,202) 80102087 7816530 87918617 E
O
Arising from disposal of @ A
subsidiory - - - - - - - - - (473,000)  (473,009) Z
Profir affer faxarion for the j%
financial year - - - - - - - 5001413 25001413 70,951 25,162,364 5
Z
Other comprehensive income a
for the financial year, ner of fax: 2
- Revaluarion of investment Z
properies - - - -85 - - - M85 - 48205 g
-Foreign cumency ranslarion - - - (371,509) - - - - (371,509 (20,365) (391904, m
Toral comprehensive income z
for the financiol year - - - (71539 418205 - - 5091413 25138079 50,586 25,188,665 )%
Issuance of shares pursuant 186 z
10 conversion of ICULS 20 384886 - (GB) - - (38179 - - - - - 3
=
=
Exercise of warranrs 20 400 - 1,075 - 475) - - - 1,000 - 1,000 N
(O]
Treasury shares: 19
-acquired - (1,705,864) - - - - - - (1,705,864) - (1,705,864)
-disposed of - 104722 85490 - - - - - 190212 - 190212
Employees' share oprions: 20
- granred - - - - - - 1412004 - 141204 - 1412004
-exercised 348550 - 717958 - - - (538591 - 7T - 2o
Balance ar 31.5.2013 48,297,893 (1,950489) 11,766,083 (1427493) 19,748,868 0,695,529 3290883 16244211 105605485 7,394,107 113,099,592

The annexed notes form an integral part of the financial srarements
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Starements of Changes in Equity

for the financial year ended 31 May 2013 (Conr'd)

DISTRIBUT-
Qrmmmememeneane NON-DISTRIBUTABLE------------------ > TABLE
ACCU-
SHARE  TREASURY SHARE OTHER  MULATED TOTAL
CAPITAL SHARES  PREMIUM ICULS  RESERVES LOSSES EQUITY
NOTE RM RM RM RM RM RM RM
THE COMPANY
Balance ar 1.6.2011 44777903 (311,163) 9402960 12,007,424 21,052,325 (1,929,382) 85,000,067
Loss after raxafion/
Toral comprehensive
expenses for the financial year - - - - - (8,849,674) (8,849674)
Issuance of shares, pursuant
to conversion of ICULS 18620 1,995,704 - (67,982) (1,927,722) - - -
Treasury shares acquired 19 - (38,184) - - - - (38,184)
Employees’ share oprions:
- granred 20 - - - - 1,001,285 - 1,001,283
- exercised 20 790,450 1,627,295 - (1,205,050) - 1,212,695
Balance ar
31.5.2012/1.6.2012 47564057 (349,347) 10962273 10,079,702 21,748,558 (10,779,056) 79,226,187
Profir affer raxation/
Toral comprehensive income
for the financial year - - - - — 28,141,694 28,141,604
Issuance of shares pursuant
fo conversion of ICULS 18620 384,886 - (713)  (384,173) - - -
Exercise of warrants 20 400 - 1,075 - (475) - 1,000
Treasury shares: 19
- acquired - (1,705,864) - - - - (1,705,864)
- disposed of - 104,722 85,490 - - - 190,212
Employees’ share options:
- granfed 20 - - - - 1,412,054 - 1,412,054
- exercised 20 348,550 - 717958 - (538,591) - 527917

Balance ar 31.5.2013

48,297,893  (1,950,489) 11,766,083

9,605,529 22,621,546 17,302,638 107,793,200

The annexed notes form an inregral part of the financial srarements



Statements of Cash Flows

for the financial year ended 31 May 2013

The Group The Company
2013 2012 2013 2012
Note RM RM RM RM
CASH FLOWS FROM/(FOR)
OPERATING ACTIVITIES
Profit/(Loss) before raxarion 33,663,739 3,234,101 28,054,265 (8,604,872)
Adjustments for:-
Amortisation of development cosrs 13 1,865,641 2,094,844 - -
Bad debrs wrirren off 29 66,784 50,192 - 5,500,000
Depreciartion of property, plant and
equipmenr 8 5,239,425 5,331,173 N Q1
Dividend income 29 - - (32,833,745) -
Fair value gain on invesrment properties 29 (161,730) (90,338) - -
Loss/(Gain) on disposal of -
- property, plant and equipment 29 25,857 (10,876) - -
- subsidiaries 29 (1,806,789) (10,879,717) 45,546 100,076
- associares 29 D) - 19 -
Impairment loss on:-
- associare 29 841,275 - 841,275 -
- goodwill 29 1,250,000 - - -
- non-frade receivables 29 2,230,520 2,312,477 1,500,000 2,312,477
- rrade receivables 29 1,036,814 767,861 - -
Inferest expense 29 1,018,868 1,342,667 668,842 669,630
Inferest income 29 (778,539) (761,044) (16,481) (16,047)
Inventories writren down 209 18,692 364,543 - -
Invenrories written off 29 - 88,690 - -
Share-based payments 29 1,412,054 1,901,283 40,375 -
Ner gain on ICULS conversion (135,730) (714,882) (135,730) (714,882)
Property, plant and equipment
written off 29 12,212 125,363 - -
Provision for annual leave 4,615 (189,540) - -
Provision of Universal Service Fund
Conrtribution ("USP fund”) 505,869 651,048 - -
Unrealised (gain)/loss on foreign exchange 29 (139,818) (283,449) 388,608 (224,772)
Wrireback of impairment losses on
other invesrment 29 (66,460) - - -
Wrireback of impairment losses on
frade receivables 29 (101,209) (266,028) - -
Wrireback of impairment losses on
other receivables 29 (31,222) - (31,222) -
Operating profit/(loss) before
worlking capiral changes 45,970,867 5,068,368 (1,478,157) (978,299)
(Increase)/Decrease in invenrories (224,972) 117,770 - -
(Increase)/Decrease in receivables (57,494,277) (48,706,408) 40,833,827 55,276
Increase/(Decrease) in payables 32,562,508 46,554,277  (37,932,580) (3,707,552)
CASH FROM/(FOR) OPERATIONS 20,814,126 3,034,007 1,423,090 (4,630,575)
Inrerest paid (1,018,868) (581,675) (668,842) -
Tax paid (3,729,202) (942,736) - -
Tax refunded 109,285 - 109,285 -
NET CASH FROM/(FOR) OPERATING
ACTIVITIES/CARRIED FORWARD 16,265,341 2,409,596 053,533 (4,630,575)

The annexed nofes form an infegral part of the financial srarements
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Starements of Cash Flows

for the financial year ended 31 May 2013 (Conr'd)

The Group The Company
2013 2012 2013 2012
Note RM RM RM RM
BROUGHT FORWARD 16,265,341 2,409,596 953,533 (4,630,575)
CASH FLOWS (FOR)/FROM INVESTING ACTIVITIES
Disposal of subsidiaries,

- nef of cash and cash equivalents disposed 32 313,635 (107,921) - -
Purchase of other invesrmenr - (104,946) — -
Inrerest income received 778,539 761,044 16,481 16,047
Purchase of property, plant and equipment 33 (1,651,232)| | (6,757,278) - -
Proceeds from disposal of property,

planf and equipment 53,815 278,155 - -
Proceeds from disposal of subsidiaries - - - 4
Proceeds from disposal of associares 1 - 1 -
Proceeds from uplift of strucrured

invesrment fund 1,063,517 - - -
Development costs paid (947,438) (1,005,208) - -
NET CASH (FOR)/FROM INVESTING ACTIVITIES (389,163)  (6,936,154) 16,482 16,051
CASH FLOWS (FOR)/FROM FINANCING ACTIVITIES
Proceeds from exercise of employees’

share opfions 527,918 1,212,695 842,919 1,255,172
Purchase of freasury shares (1,705,864) (38,184)| | (1,705,864) (38,184)
Proceeds from disposed of treasury shares 190,212 - 190,212 -
Proceeds from exercise of warrants 1,000 - 1,000 -
Repayment of finance lease payables (428,393)| | (2,213,762) - -
Repayment of hire purchase payables (69,117) (26,765) - -
Repayment of rerm loans (57,181 (56,484) - -
NET CASH (FOR)/FROM FINANCING ACTIVITIES (1,541,425)  (1,122,500) (671,733) 1,216,988
NET INCREASE/(DECREASE) IN CASH AND

CASH EQUIVALENTY/

BALANCE CARRIED FORWARD 14,334,753 (5,649,058) 208,282 (3,397,536)

The annexed notes form an inregral part of the financial srarements




Starements of Cash Flows

for the financial year ended 31 May 2013 (Cont'd)

The Group The Company
2013 2012 2013 2012
Note RM RM RM RM
NET INCREASE/(DECREASE) IN CASH AND

CASH EQUIVALENTS/

BALANCE BROUGHT FORWARD 14,334,753 (5,649,058) 208,282 (3,397,536)
EFFECTS OF EXCHANGE RATE CHANGES (177,924) 92,092 - -
CASH AND CASH EQUIVALENTS AT BEGINNING

OF THE FINANCIAL YEAR 19,148,337 24,704,403 255,096 3,653,532
CASH AND CASH EQUIVALENTS AT END OF

THE FINANCIAL YEAR 34 33,305,166 19,148,337 554,278 255,996

C10OC 1YOdId TVNINNY B dVHYIC TVYNOILYNYILINI INOLdTY

The annexed nores form an inregral part of the financial srarements
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Notes to the Financial Statements

for the financial year ended 31 May 2013

GENERAL INFORMATION

The Company is a public company limired by shares, incorporared and domiciled in Malaysia, and lisred on the
ACE Market of Bursa Malaysia Securities Berhad. The registered office and principal place of business are as follows:-

Registered office : Level 18, The Gardens North Tower,
Mid Valley City,
Lingkaran Syed Purra,
50200 Kuala Lumpur.

Principal place of business : Suire 22-30, 5th Floor,
IOl Business Parlk,
47100 Puchong,
Selangor Darul Ehsan.

The financial srarements were authorised for issue by the Board of Direcfors in accordance with a resolution of the
directors dared 30 Seprember 2013.

PRINCIPAL ACTIVITIES

The principal acrivifies of the Company are investrment holding and the provision of management services fo ifs
subsidiaries. The principal acrivities of the subsidiaries are sef our in Note 5 ro the financial srafements. There have
been no significant changes in the nature of these actriviries during the financial year.

BASIS OF PREPARATION

The financial starements of the Group are prepared under the hisrorical cost convenrion and modified ro include
orher bases of valuarion as disclosed in other secrions under significant accounting policies, and in compliance with
Malaysian Financial Reporting Strandards ("MFRSs"), International Financial Reporring Strandards and the requirements
of the Companies Act 1965 in Malaysia.

3.1 These are the Group's first sef of financial starements prepared in accordance with MFRSs, which are also
in line with Infernational Financial Reporting Sfrandards as issued by the Inrernafrional Accounting Srandards
Board.

In the previous financial year, the financial stafements of the Group were prepared in accordance with
Financial Reporring Strandards ("FRSs”). There were no marerial financial impacts on the transition from FRSs
fo MFRSs.



Notes to the Financial Starements

for the financial year ended 31 May 2013

3. BASIS OF PREPARATION (CONT'D)

3.2 The Group has nof applied in advance fhe following accounting srandards and inferpretarions (including the
consequential amendments) that have been issued by the Malaysian Accounting Standards Board (MASB)
bur are nor yer effecrive for the current financial year:-

MFRSs and IC Interpretations (including the Consequential Amendments) Effective Date

MFRS 9 Financial Insfruments
MFRS 10 Consolidared Financial Srarements

1 January 2015
1 January 2013

MFRS 11 Joint Arrangements

MFRS 12 Disclosure of Inrerests in Orher Enrities

MFRS 13 Fair Value Measurements

MEFRS 119 Employee Benefirs

MFRS 127 Separate Financial Starements

MFRS 128 Investments in Associares and Joinf Venrures

Amendments fo MFRS 7: Disclosures — Offsetting Financial Assefs and
Financial Liabiliries

Amendments to MFRS 9: Mandarory Effective Dare of MFRS @ and
Transition Disclosures

1 January 2013
1 January 2013
1 January 2013
1 January 2013
1 January 2013
1 January 2013

1 January 2013

1 January 2015

Amendments to MFRS 10, MFRS 11 and MFRS 12: Transition Guidance
Amendments to MFRS 10, MFRS 12 and MFRS 127: Invesrment Enrities
Amendments to MFRS 101 : Presentarion of Irems of Orher

Comprehensive Income
Amendments fo MFRS 132: Offsertting Financial Assers and Financial Liabilifies
IC Inferprefarion 20 Stripping Cosfs in the Production Phase of a Surface Mine
Annual Improvements to MFRSs 2009 — 2011 Cycle

1 January 2013
1 January 2014

1 July 2012
1 January 2014
1 January 2013
1 January 2013

The above accounting standards and interprefations (including rthe consequential amendments) are nor
relevant fo the Group's operarions excepr as follows:-

MFERS 2 & Amendments ro MERS Q- Mancarory Effecrive Date of MERS @ and Transition Disclosures

MFRS 9 replaces the parts of MFRS 139 thar relare ro the classificarion and measurement of financial insfruments.
MFRS @ divides all financial assefs info 2 caregories — those measured ar amortised cost and rthose measured
ar fair value, based on the enfity’s business model for managing ifs financial assefs and the confracrual cash
flow characteristics of the instruments. For financial liabilifies, the standard retains mosr of the MFRS 139
requirement. An enfiry choosing fo measure a financial liability ar fair value will present the porfion of the
change in ifs fair value due o changes in the entity’s own credir risk in orher comprehensive income rarher
rhan wirhin profit or loss. Accordingly, there will be no financial impact on the financial srarements of the
Group upon ifs inifial applicarion butr may impact ifs furure disclosures.

MERS 10 & Amendments ro MFRS 10: Transition Guidance

MFRS 10 replaces the consolidarion quidance in MFRS 127 and IC Inrerprefarion 112. Under MFRS 10, there
is only one basis for consolidarion, which is control. Exrensive guidance has been provided in the standard
fo assist in the deferminarion of conrfrol. Accordingly, there will be no financial impacr on the financial
srarements of the Group upon ifs inifial application bur may impact ifs furure disclosures.

C10OC 1YOdId TVNINNY B dVHYIC TVYNOILYNYILINI INOLdTY

MERS 11 & Amendments ro MFRS 11: Transition Guidance

MFRS 11 replaces MFRS 131 and infroduces new accounting requirements for joint arrangements. MFRS
11 eliminares joinrly confrolled assefs and only differentiares between joint operafrions and joinf venrures,
depending on the rights and obligafions of the parties ro the arrangements. In addirion, the opfion ro apply
the proportional consolidation method when accounting for joinfly controlled entities is removed. Accordingly,
there will be no financial impact on the financial srarements of the Group upon ifs inifial applicarion bur
nmay impactr ifs furure disclosures.
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Notes to the Financial Starements

for the financial year ended 31 May 2013

3.

BASIS OF PREPARATION (CONT'D)

3.2

The above accounfing standards and interprefations (including rhe consequential amendments) are nor
relevant ro the Group’s operarions excepr as follows:- (Conr'd)

MFERS 12 & Amendments ro MFRS 12: Transition Guidance

MERS 12 is applicable to enrities that have infrerests in subsidiaries, joinf arrangements, associares and/or
unconsolidared sfrucrured entfiries. MFRS 12 is a disclosure srandard and fhe disclosure requirements in this
srandard are more extensive than those in the current standards. Accordingly, there will be no financial impacr
on rhe financial starements of the Group upon ifs inifial applicarion bur may impact its furure disclosures.

MFRS 18

MFRS 13 defines fair value, provides guidance on how fo defermine fair value and requires disclosures abour
fair value measurements. The scope of MFRS 13 is broad; it applies fo borh financial insfrument irems and
non-financial insfrument ifems for which other MFRSs require or permir fair value measurements and disclosures
abour fair value measurements, except in specified circumstances. In general, the disclosure requirements
in MFRS 13 are more exrensive rhan those required in the current standards and rherefore there will be no
financial impacr on the financial starements of the Group upon ifs inifial applicarion bur may impact irs
furure disclosures.

Amendments ro MFRS 7: Disclosures — Offserting Financial Assers and Financial Liabilities

The amendments fo MFRS 7 (Disclosures — Offsefting Financial Assers and Financial Liabilities) require
disclosures rthat will enable users of an entity’s financial srarements ro evaluare the effect or porential effecr
of neffing arrangements, including rights of set-off associared with rthe entity’s recognised financial assefs and
recognised financial liabilifies, on rthe enfiry’s financial posifion. Accordingly, there will be no financial impacr
on rhe financial starements of the Group upon ifs inifial applicarion bur may impact ifs furure disclosures.

Amendments ro MFRRS 101: Presentation of Irems of Other Comprehensive Income

The amendments ro MFRS 101 rerain the opfion fo present profir or loss and orher comprehensive income
in either a single srarement or in two separafre bur consecurive starements. In addition, irems presented in
ofher comprehensive income secfion are o be grouped based on whether they are potentially re-classifiable
fo profir or loss subsequently i.e. those thar might be reclassified and those thar will not be reclassified.
Income fax on irems of orher comprehensive income is required fo be allocared on the same basis. There
will be no financial impacr on the financial starements of the Group upon ifs inifial application other than
rhe presenrarion formar of the srafements of profit or loss and other comprehensive income.

Amendments ro MFRS 132: Offsetting Financial Assets and Financial Liabilities

The amendments fo MFRS 132 provide the application guidance for criteria fo offset financial assets and
financial liabilifies. These amendments are expecred ro have no material impact on the financial starements
of the Group upon rheir inifial applicarion.

Annual Improvements ro MFRSs 2009 — 2011 Cycle

The Annual Improvements fo MFRSs 2009 — 2011 Cycle conrain amendments to MFRS 1, MFRS 101, MFRS
116, MFRS 132 and MFRS 134. These amendments are expected fo have no marerial impacr on rhe financial
srarements of the Group upon rheir initial applicarion.



Notes to the Financial Starements

for the financial year ended 31 May 2013

4.  SIGNIFICANT ACCOUNTING POLICIES
(a) Critical Accounting Estimates and Judgements

Esrimares and judgements are confinually evaluared by the directors and management and are based
on hisrorical experience and orher facrors, including expecrarions of furure evenrs thar are believed ro
be reasonable under the circumsrances. The estimares and judgements thar affect the applicarion of the
Group'’s accounting policies and disclosures, and have a significant risk of causing a material adjusfment fo
fhe carrying amounts of assets, liabilities, income and expenses are discussed below:-

(i) Depreciation of Property, Planr and Equipmenr

The estimates for the residual values, useful lives and relared depreciation charges for the property,
plant and equipment are based on commercial factors which could change significantly as a resulr
of rechnical innovarions and competirors’ actions in response fo the marlker condifrions. The Group
anficipares thar the residual values of ifs property, plant and equipment will be insignificanr. As a
resulr, residual values are nor being ralen info considerarion for the compurarion of the depreciable
amount. Changes in the expecred level of usage and rechnological development could impact the
economic useful lives and the residual values of these assets, rherefore future depreciarion charges
could be revised.

() Impairmentr of Property, Plant and Equipment, Intangible Assets (Orher Than Goodwill) and Other
Investments

The Group assesses impairment of the assefrs menfioned above whenever the events or changes in
circumsrances indicare thar the carrying amount of an asser may not be recoverable i.e. the carrying
amount of the assef is more fhan the recoverable amount. Recoverable amounr is measure ar the
higher of the fair value less cost o sell for the asser and ifs value-in-use. The value-in-use is the ner
present value of the projecred furure cash flow derived from the asser discounred ar an appropriare
discounr rare.

Projecred future cash flows are based on Group’s esrimares calculared based on hisforical, sector and
industry frends, general marlser and economic condifions, changes in rechnology and ofher available
informarion.

Gii)  Income Taxes

There are certain fransactions and computations for which the ulfimare rax deferminarion may be
differenr from the inifial estimare. The Group recognises frax liabilities based on ifs undersranding of
the prevailing rax laws and estimares of wherher such faxes will be due in the ordinary course of
business. Where fthe final ourcome of these marters is different from rhe amounts thar were inirially
recognised, such difference will impacr the income rax and deferred rax provisions in the year in which
such defermination is made.

(iv)  Deferred Tax Assers

Deferred rax assets are recognised for all unused rax losses, unabsorbed capiral allowances and
provisions fo the exrent thar if is probable thar raxable profir will be available against which the losses,
capiral allowances and provisions can be utilised. Significant management judgement is required fo
derermine the amount of deferred rax assefs thar can be recognised, based upon the likkely fiming
and level of furure raxable profirs fogerher wirh furure rax planning sfraregies.

C10OC 1YOdId TVNINNY B dVHYIC TVYNOILYNYILINI INOLdTY

) Amortisation of Develooment Costs

Changes in the expecred level of usage and rechnological development could impacr the economic
useful lives and therefore, future amortisarion charges could be revised.
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Notes to the Financial Starements

for the financial year ended 31 May 2013

4.

SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

(a)

Critical Accounting Estimates and Judgements (Cont’d)

i)

(vii)

viii)

(ix)

x)

Write-down of Invenrories

Reviews are made periodically by management on damaged, obsolefe and slow-moving invenrories.
These reviews require judgement and estimares. Possible changes in these estimares could result in
revisions fo the valuarion of inventories.

Classification berween Investment Properties and Owner Occupied Properties

The Group derermines whether a property qualifies as an investrment property, and has developed a
crireria in malking that judgement. Invesrment property is a property held ro earn rentals or for capiral
appreciation or both. Therefore, the Group considers whether a property generares cash flows largely
independent of the other assets held by the Group.

Some properties comprise a porfion thar is held fo earn renrals or for capiral appreciation and anorher
portion that is held for use in the production or supply of goods or services or for administrarive purposes.
If these porfions could be sold separarely (or leased our separately under a finance lease), the Group
accounts for the porfions separarely. If the porfions could nor be sold separarely, the property is an
invesrment property only if an insignificant porfion is held for use in the production or supply of goods
or services or for adminisftrarive purposes.

Judgement is made on an individual property basis to determine whether ancillary services are so
significant thar a property does nor qualify as investment property.

Impairment of Trade and Orher Receivables

An impairment loss is recognised when there is objective evidence rhar a financial assef is impaired.
Managemenr specifically reviews ifs loans and receivables financial assefs and analyses hisrorical bad
debrs, customer concentrations, customer credifworrhiness, current economic frends and changes in
fhe customer payment rerms when making a judgmenr o evaluare the adequacy of the allowance
for impairment losses. Where rthere is objective evidence of impairment, the amount and fiming of
furure cash flows are esrimared based on hisftorical loss experience for assefs with similar credir risl
characreristics. If the expecrarion is different from the esfimarion, such difference will impacr the
carrying value of receivables.

Impairment of Available-forsale Financial Assets

The Group reviews irs available-forsale financial asserts ar the end of each reporfing period o assess
whether they are impaired. The Group also records impairment loss on available-forsale equity
invesrments when there has been a significant or prolonged decline in the fair value below rheir
cost.  The defermination of whar is “significant” or "prolonged” requires judgement. In making this
judgemenr, the Group evaluares, among ofher facrors, hisforical share price movements and the
durarion and exrent fo which rhe fair value of an investment is less than ifs cost.

Impairment of Goodwill

Goodwill is tested for impairment annually and ar other fimes when such indicarors exist. This requires
management fo esfimare the expected furure cash flows of the cash-generaring unir fo which goodwill
is allocared and ro apply a suirable discount rate in order to defermine the present value of those cash
flows. The furure cash flows are most sensifive fo budgefed gross margins, growrh rares estimared and
discount rare used. If the expecrarion is different from rhe estimarion, such difference will impacr the
carrying value of goodwill.



Notes to the Financial Starements

for the financial year ended 31 May 2013

4.  SIGNIFICANT ACCOUNTING POLICIES (CONTD)
(a) Critical Accounting Estimates and Judgements (Cont'd)
i) Share-based Payments

The Group measures the cost of equity seffled rransactions with employees by reference o the fair
value of the equity investments af the dafe af which they are granted. The esfimaring of the fair
value requires defermining the mosr appropriare valuarion model for a grant of equity insfruments,
which is dependenr on the rerms and condifions of the grant. This also requires determining the most
appropriare inpurs fo the valuarion model including the expecred life of the opfion volarility and
dividend yield and making assumprions abour them.

Xii)  Fair Value Estimates for Investment Properties

The Group carries invesrment properties ar fair value, which requires exrensive use of accounting
estimares and judgements. While significant components of fair value measurement were defermined
using verifiable objecrive evidence, the amount of changes in fair value would differ if the Group uses
different valuation methodologies. Any changes in fair value of these investment properties would
affecr profir and equity.

(b) Basis of Consolidation

The consolidared financial starements include the financial sfarements of the Company and ifs subsidiaries
made up to the end of rhe reporfing period.

A subsidiary is defined as a company in which the parent company has the power, direcrly or indirecrly, ro
exercise confrol over irs financial and operaring policies so as fo obrain benefirs from irs acriviries.

Subsidiaries are consolidared from the dare on which control is fransferred ro the Group up fo the effective
dare on which control ceases, as appropriare.

Infragroup fransactions, balances, income and expenses are eliminared on consolidation. Where necessary,
adjusrments are made fo the financial srarements of subsidiaries ro ensure consistency of accounting policies
with those of the Group.

(i) Business Combinations

Acquisitions of businesses are accounted for using the acquisition merhod. Under the acquisifion
method, the considerarion fransferred for acquisifion of a subsidiary is the fair value of the assers
fransferred, liabilities incurred and the equity inferests issued by the Group af the acquisition dafe. The
considerarion fransferred includes the fair value of any asser or liability resulfing from a contingent
considerafrion arrangement. Acquisifion-relared cosfs, other than rhe cosfs fo issue debr or equity
securities, are recognised in profir or loss when incurred.

In a business combinafrion achieved in stages, previously held equity inferesfs in the acquiree are
remeasured fo fair value ar the acquisifion dare and any corresponding gain or loss is recognised in
profir or loss.
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Non-confrolling inferesrs in the acquiree may be inifially measured either ar fair value or ar the non-
confrolling inrerests’ proportionare share of the fair value of the acquiree’s identifiable ner assefs ar the
dare of acquisifion. The choice of measurement basis is made on a fransacrion-by-fransaction basis.



REDTONE INTERNATIONAL BERHAD H ANNUAL REPORT 2013

Notes to the Financial Starements

for the financial year ended 31 May 2013

4.

SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

(b)

©

Basis of Consolidation (Cont’d)

(ii)

(iii)

(iv)

Non-controlling Interests

Non-confrolling inferests are presenfred within equity in the consolidared starement of financial posifion,
separarely from the equity affriburable ro owners of the Company. Transactions with non-controlling
inferests are accounfed for as fransacrions with owners and are recognised directly in equiry. Profir or
loss and each component of other comprehensive income are artribured ro the owners of the parent
and ro the non-confrolling inferests. Toral comprehensive income is arribured ro non-confrolling inferesrs
even if this resulrs in the non-conrrolling inferests having a deficir balance.

Ar the end of each reporfing period, the carrying amount of non-confrolling inrerests is the amount
of those inferests ar inifial recognirion plus the non-confrolling interesrs’ share of subsequent changes

in equity.
Acquisitions of Non-controlling Interests

All changes in the parent’s ownership interest in a subsidiary thar do nort resulr in a loss of confrol are
accounred for as equity fransactions. Any difference between the amount by which the non-controlling
inreresr is adjusted and the fair value of considerarion paid or received is recognised direcrly in equiry
and affribured ro owners of the parent.

Loss of Control
Upon loss of control of a subsidiary, the profir or loss on disposal is calculared as the difference berween:-

(i) the aggregare of the fair value of the considerarion received and the fair value of any refained
inferesr in the former subsidiary; and

(i) the previous carrying amount of the assefs (including goodwill), and liabilifies of the former
subsidiary and any non-controlling inferests.

Amounts previously recognised in ofher comprehensive income in relarion fo the former subsidiary
are accounted for (i.e. reclassified fo profit or loss or transferred directly fo retained profifs) in the same
manner as would be required if the relevant assefs or liabilifies were disposed of. The fair value of
any invesrments refained in the former subsidiary ar the dare when control is lost is regarded as the
fair value on inirial recognition for subsequent accounting under MFRS 139 or, when applicable, the
cost on inifial recognifion of an invesrment in an associare or a joinfly confrolled enrity.

Goodwill

Goodwill is measured ar cost less accumulared impairment losses, if any. The carrying value of goodwill is
reviewed for impairment annually. The impairment value of goodwill is recognised immediarely in profir or
loss. An impairment loss recognised for goodwill is nor reversed in a subsequent period.

Under rhe acquisition method, any excess of the sum of the fair value of the consideration fransferred in the
business combinarion, the amounr of non-confrolling inferests recognised and fhe fair value of the Group’s
previously held equity inferest in the acquiree (if any), over the ner fair value of the acquiree’s identfifiable
assefs and liabilifies ar the dare of acquisition is recorded as goodwill.

Where the laffer amount exceeds the former, after reassessment, the excess represents a bargain purchase
gain and is recognised as a gain in profir or loss.
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4.  SIGNIFICANT ACCOUNTING POLICIES (CONTD)
(d) Functional and Foreign Currencies
(i) Functional and Presentation Currency

The individual financial starements of each entity in the Group are presented in the currency of the
primary economic environment in which the entiry operates, which is the functional currency.

The consolidared financial starements are presented in Ringgit Malaysia ("RM”), which is the Company’s
funcrional and presenration currency.

(i) Transactions and Balances

Transactions in foreign currencies are converted info the respective funcrional currencies on inirial
recognifion, using the exchange rares approximaring rthose ruling ar the fransacrion dares. Monerary
assefs and liabilifies af the end of the reporfing period are franslared ar rthe rares ruling as of thar dare.
Non-monefary assefs and liabilifies are rranslared using exchange rares rhar exisred when the values
were derermined. All exchange differences are recognised in profir or loss.

(i) Foreign Operations

Assets and liabiliries of foreign operarions are franslared ro RM af the rares of exchange ruling ar the
end of the reporring period. Revenues and expenses of foreign operations are franslared ar exchange
rares ruling ar the dares of the rransactions. All exchange differences arising from franslation are ralken
directly ro other comprehensive income and accumulared in equity under franslafrion reserve. On
disposal of a foreign operarion, the cumulafive amount recognised in other comprehensive income
relaring fo thar parficular foreign operation is reclassified from equiry o profir or loss.

Goodwill and fair value adjustments arising from rhe acquisition of foreign operafions are freared
as assefs and liabilifies of rhe foreign operarions and are recorded in the functional currency of rhe
foreign operations and franslared ar fhe closing rare af the end of the reporfing period.

(e) Financial Instruments

Financial insrruments are recognised in rhe stafements of financial position when the Group has become a
party ro the contracrual provisions of the insfruments.

Financial insfruments are classified as liabilifies or equity in accordance with the subsrance of the contracrual
arrangement. Inrerest, dividends, gains and losses relafing ro a financial insrrument classified as a liabiliry,
are reporfed as an expense or income. Distributions fo holders of financial insfruments classified as equity
are charged direcrly ro equiy.

Financial insfruments are offser when the Group has a legally enforceable right o offser and infends ro seffle
either on a ner basis or fo realise the asser and seftle the liabiliry simulraneously.

A financial insfrument is recognised initially, ar ifs fair value plus, in the case of a financial insfrument nor ar
fair value through profit or loss, fransaction cosfs thar are directly arfriburable fo the acquisition or issue of
rhe financial insfrument.
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Financial insrruments recognised in the starements of financial posifion are disclosed in the individual policy
srarement associared with each irem.
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SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

(e)

Financial Instruments (Cont’d)

)

Financial Assets

On inifial recognifion, financial assers are classified as either financial assers ar fair value through
profit or loss, loans and receivables financial assets, held-ro-maturity invesrments, or available-for-sale
financial assers, as appropriare.

. Financial Assers ar Fair Value Through Profit or Loss

Financial assets are classified as financial assefts ar fair value rhrough profir or loss when rhe
financial assef is eirther held for trading or is designared fo eliminate or significantly reduce a
measurement or recognifion inconsistency thar would otherwise arise. Derivatives are also
classified as held for frading unless they are designared as hedges.

Financial assefs ar fair value through profit or loss are stared af fair value, wirh any gains or losses
arising on remeasurement recognised in profir or loss. Dividend income from this caregory of
financial assefs is recognised in profir or loss when rthe Company's right fo receive payment is
established.

. Held-ro-maturity Invesrments

Held-ro-matrurity investments are non-derivarive financial assers with fixed or dererminable
payments and fixed marurities thar the management has the posifive infention and ability fo
hold fo marurity. Held-fo-marurity invesiments are measured ar amortised cost using the effecrive
inreresr method less any impairment loss, with revenue recognised on an effective yield basis.

o Loans and Receivables Financial Assets

Trade receivables and other receivables thar have fixed or determinable payments thar are nof
quored in an acfive market are classified as loans and receivables financial assets. Loans and
receivables financial assefs are measured ar amortfised cost using the effective inferest merhod,
less any impairment loss. Inferesr income is recognised by applying the effecrive inferesr rare,
except for shorf-ferm receivables when the recognifion of inferesr would be immaterial.

. Available-forsale Financial Assers

Available-forsale financial assets are non-derivarive financial assefs thar are designared in this
caregory or are nor classified in any of the other caregories.

After inifial recognition, available-forsale financial assefs are remeasured fo their fair values
ar the end of each reporfing period. Gains and losses arising from changes in fair value are
recognised in orher comprehensive income and accumulared in rhe fair value reserve, with
the exceprion of impairment losses. On derecognifion, the cumularive gain or loss previously
accumulared in the fair value reserve is reclassified from equiry info profir or loss.

Dividends on available-forsale equity instruments are recognised in profir or loss when rthe
Group’s right fo receive payments is esrablished.

Invesrments in equiy insfruments whose fair value cannor be reliably measured are measured
ar cosr less accumulared impairment losses, if any.
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4.  SIGNIFICANT ACCOUNTING POLICIES (CONTD)
(e) Financial Instruments (Cont'd)
(i) Financial Liabilities

All financial liabilities are initially af fair value plus directly aftriburable fransaction costs and subsequently
measured ar amorfised cost using the effective inferest merhod other than those caregorised as fair
value through profif or loss.

Fair value through profir or loss caregory comprises financial liabilities thar are eirher held for frading or
are designared fo eliminare or significantly reduce a measurement or recognifion inconsisrency thar
would orherwise arise. Derivarives are also classified as held for trading unless they are designared
as hedges.

3i) - Equity Instruments

Ordinary shares are classified as equity. Incremental cosfs directly aftriburable fo the issue of new shares
or optrions are shown in equity as a deduction, nef of rax, from proceeds.

Dividends on ordinary shares are recognised as liabilifies when approved for appropriation.
(v)  Treasury Shares

When the Company’s own shares recognised as equity are bought bacl, the amount of the considerarion
paid, including all costs direcrly arfriburable, are recognised as a deducrion from equiry. Own shares
purchased rhar are nor subsequently cancelled are classified as freasury shares and are presenred as
a deduction from roral equity.

Where such shares are subsequently sold or reissued, any considerarion received, ner of any direct
cosfs, is included in equity.

) Iredeemable Convertible Unsecured Loan Stocks ("ICULS”)

The ICULS are regarded as compound insfruments, consisting of a liability component and an equity
component. The componenr of ICULS thar exhibirs characreristics of a liability is recognised as a
financial liability in the starements of financial position, net of fransacrion costs. The inferests on ICULS
are recognised as interest expense in the profir or loss using the effecrive inferest rafe merhod.

Transaction costs are apporfioned berween the liability and equity components of the ICULS based
on rhe allocafion of proceeds to the liability and equity components when the instruments were first
recognised.

i) Warrants Reserve

Proceeds from the issuance of warrants, ner of issue cosfs, are credifed ro warrants reserve which is
non-distriburable. Warranfs reserve is transferred fo the share premium account upon the exercise of
warranfs and the warrant reserve in relafion ro the unexercised warranfs ar the expiry of the warranfs
will be transferred to retained earnings.
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4.

SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

®

(9)

(h)

Investments in Subsidiaries

Invesrments in subsidiaries are stared ar cost in the srafement of financial position of the Company, and are
reviewed for impairment ar the end of the reporfing period if events or changes in circumstances indicare
thar the carrying values may nor be recoverable.

On the disposal of the investments in subsidiaries, the difference berween rhe ner disposal proceeds and
the carrying amount of the invesrments is recognised in profir or oss.

Investments in Associates

An associare is an enfity in which the Group and the Company have a long rerm equity inferest and where
it exercises significant influence over the financial and operaring policies.

Invesrments in associares are srared ar cost in the sfrarement of financial position of the Company, and are
reviewed for impairment ar the end of the reporfing period if evenrs or changes in circumstances indicare
rhar the carrying values may nor be recoverable.

The investrment in an associare is accounted for under the equity merhod, based on rhe financial srarements
of the associare made up o 31 May 2013. The Group's share of the post acquisition profits of the associare is
included in the consolidared starement of comprehensive income and the Group's interesr in the associare is
carried in the consolidared starement of financial posifion ar cost plus the Group's share of the post acquisition
refained profits and reserves.

Unrealised gains on fransactions between the Group and rhe associare are eliminared to the extent of the
Group's inferest in the associare. Unrealised losses are eliminared unless cost cannot be recovered.

On the disposal of the investments in associares, the difference berween the ner disposal proceeds and the
carrying amount of the invesrments is recognised in profir or loss.

Investment in Joint Controlled Entity

The Group has an interesr in a joinf venrure which is a jointly controlled entity. A joinf venrure is a confracrual
arrangement whereby rwo or more parfies underfalse an economic acrivity thar is subjecr fo joint confrol,
and a jointly controlled entity is a joinf venture rhat involves the establishment of a separare entiry in which
each venture has an inferest.

Investment in jointly confrolled entifies are accounted for in the consolidared financial sfarements using the
equity merhod of accounting as described in Nore 4(g) ro the financial starements.

In the Company’s separare financial starements, investments in joinfly confrolled entities are stared ar cost
less any impairment losses.

On the disposal of such investments, the difference between rhe ner disposal proceeds and their carrying
amounts is included in profir or loss.
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4.  SIGNIFICANT ACCOUNTING POLICIES (CONTD)
(i) Property, Plant and Equipment

All irems of property, plant and equipment are initially recorded ar cosf. Subsequent costs are included
in the asser’s carrying amount or recognised as a separafe asser, as appropriare, only when ir is probable
rhar furure economic benefirs associared with the irem will flow to the Company and the cost of the irem
can be measured reliably. The carrying amount of the replaced part is derecognised. All other repairs and
mainrenance are charged fo profit or loss during the financial period in which they are incurred.

Subsequent fo inifial recognifion, property, plant and equipment are stared af cost less accumulared
depreciarion and impairment losses, if any.

Depreciation is calculared under the sfraight-line method ro write off the depreciable amount of the assefs
over their estimared useful lives. Depreciarion of an asset does not cease when the asser becomes idle or is
refired from active use unless the assef is fully depreciared. The principal annual rares used for this purpose

are:-

Freehold office lors 2%
Compurers and software 10%
Furniture, firrings and office equipment 10%
Equipment, plant and machinery 10% - 20%
Office renovarion 10%
Mortor vehicles 20%

The asserts in progress are srared ar cost and will be fransferred o the relevant caregory of long-rerm assers
and depreciared accordingly when the assefs are complefed and ready for their infended use.

The depreciation method, useful life and residual values are reviewed, and adjusted if appropriare, af the
end of each reporfing period to ensure that the amount, method and period of depreciation are consistent
wirh previous esfimares and the expecred paftern of consumption of the furure economic benefirs embodied
in the irems of the property, plant and equipment.

Subsequent costs are included in the asset’s carrying amount or recognised as a separare asset, as appropriare,
only when the cost is incurred and if is probable thar the furure economic benefirs associared with the assef
will flow to the Group and the cost of the asser can be measured reliably. The carrying amounr of parts thar
are replaced is derecognised. The costs of the day-to-day servicing of property, plant and equipment are
recognised in profir or loss as incurred. Cost also comprises the inifial esfimare of dismantfling and removing
the asser and resroring the sife on which if is locared for which the Group is obligared fo incur when rhe
assef is acquired, if applicable.

An irem of property, plant and equipment is derecognised upon disposal or when no future economic
benefirs are expecred from irs use. Any gain or loss arising from derecognition of the asser is recognised in
profir or loss.

()  Investment Properties

Invesrment properries are properties held either o earn renral income or for capital appreciarion or for
borh. Inifially investmenr properties are measured ar cost including fransaction costs. Subsequent fo inifial
recognition, investment properties are stared ar fair value. Gains or losses arising from changes in the fair
values of investment properties are recognised in profir or loss in the year in which they arise.
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Investment propertfies are derecognised when they have either been disposed of or when the investment
property is permanently wirhdrawn from use and no future benefir is expecred from its disposal.

On the derecognifion of an investment property, the difference between the ner disposal proceeds and the
carrying amount is recognised in profir or loss.
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4.

SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

(k)

Intangible Assets

@

(i)

Research and Development Exoendirure
Research expenditure is recognised as an expense when it is incurred.

Development expenditure is recognised as an expense excepr thar costs incurred on development
projects are capiralised as long-term assets fo the exrent that such expendifture is expecred fo generare
furure economic benefifs. Developmenr expendirure is capiralised if, and only if an enfiry can
demonstrare all of the following:-

©) irs abiliry to measure reliably the expenditrure attriburable fo the asser under development;
(i) the product or process is fechnically and commercially feasible;

(i) irs furure economic benefifs are probable;

(iv) irs ability ro use or sell the developed assef; and

(v)  the availability of adequare rechnical, financial and orher resources fo complefe the asser under
development.

Capiralised development expendirure is measured ar cost less accumulared amorfisation and
impairment losses, if any. Developmenr expenditure inifially recognised as an expense is nof recognised
Qs assers in the subsequent period.

The development expenditure is amortised on a straight-line merhod over a period of 1 ro 5 years
when the products are ready for sale or use. In the evenr rthar the expecred furure economic benefirs
are no longer probable of being recovered, rthe development expenditure is written down fo ifs
recoverable amount.

Orher Intangible Assers

Inrangible assers acquired separarely are measured on inifial recognifion ar cost. The cosr of infangible
assefs acquired in a business combination represents their fair values as ar the dare of acquisition.
Following inifial recognifion, infangible assefs are carried ar cost less any accumulared amorfisarion
and any accumulared impairment losses. The useful lives if infangible assers are assessed fo be either
finite or indefinire. Infangible assers with finire lives are amorfised on a sfraight-line basis over the
estimared economic useful lives and assessed for impairment whenever there is an indication thar
fhe infangible asser may be impaired. The amorfisarion period and the amorrisarion merhod for an
infangible asser with a finite useful life are reviewed ar leasr ar the end of each reporting period.

Inrangible assers with definire useful lives are nor amortfised bur fested for impairment annually or
more frequently if the events are changes in circumsrances indicare thar the carrying value may be
impaired eirher individually or ar the cash-generaring unir level. The useful life of an infangible asser
with an indefinire life is also reviewed annually fo defermine whether the useful life assessment
confinues fo be supportable.
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4.  SIGNIFICANT ACCOUNTING POLICIES (CONTD)
(1)  Impairment
() Impairment of Financial Assefs

All financial assefs (other than rhose caregorised ar fair value through profir or loss), are assessed at
the end of each reporting period whether there is any objective evidence of impairment as a resulr
of one or more evenrs having an impacrt on the estimared furure cash flows of the asser. For an
equiry insfrument, a significant or prolonged decline in the fair value below ifs cost is considered o
be objective evidence of impairment.

An impairment loss in respect of held-ro-maturity investrments and loans and receivables financial
assefs is recognised in profir or loss and is measured as the difference berween the asset’s carrying
amount and the presenr value of estimared furure cash flows, discounred ar the financial assef’s
original effective interest rare.

An impairment loss in respecr of available-forsale financial assers is recognised in profit or loss and is
measured as the difference berween ifs cosr (net of any principal payment and amortisarion) and its
current fair value, less any impairment loss previously recognised in the fair value reserve. In addition,
the cumularive loss recognised in other comprehensive income and accumulared in equity under fair
value reserve, is reclassified from equiry ro profir or loss.

With the exceprion of available-forsale equity insfruments, if, in a subsequent period, the amount
of the impairment loss decreases and the decrease can be relared objecrively fo an event occurring
affer the impairment was recognised, the previously recognised impairment loss is reversed rhrough
profir or loss fo the exrent thar the carrying amount of the investment ar the dafe the impairment is
reversed does nof exceed whar the amortised cost would have been had the impairment not been
recognised. In respecr of available-forsale equity insfruments, impairment losses previously recognised
in profir or loss are nof reversed through profit or loss. Any increase in fair value subsequent fo an
impairment loss made is recognised in other comprehensive income.

(i) Impairment of Non-Financial Assets

The carrying values of assets, other than those fo which MFRS 136 Impairment of Assets does nort
apply, are reviewed ar the end of each reporting period for impairment when rhere is an indicafrion
thar the assets might be impaired. Impairment is measured by comparing the carrying values of the
assets with their recoverable amounts. The recoverable amount of the assets is the higher of the assefs'
fair value less costs o sell and their value in use, which is measured by reference ro discounted furure
cash flow.

An impairment loss is recognised in profir or loss immediarely unless the asser is carried ar ifs revalued
amount. Any impairment loss of a revalued asser is freared as a revaluarion decrease to the exrent
of a previously recognised revaluation surplus for the same asset.

In respect of assers other than goodwill, and when there is a change in the esfimares used ro defermine
the recoverable amount, a subsequent increase in the recoverable amount of an asser is freared as a
reversal of the previous impairment loss and is recognised to the exrent of the carrying amount of the
assef thar would have been defermined (nef of amortisation and depreciafion) had no impairment
loss been recognised. The reversal is recognised in profir or loss immediarely, unless the asset is carried
ar ifs revalued amount. A reversal of an impairment loss on a revalued assef is credired fo other
comprehensive income. However, ro the exrent thar an impairment loss on the same revalued asser
was previously recognised as an expense in the starements of comprehensive income, a reversal of
rhar impairment loss is recognised as income in the starements of comprehensive income.
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4.

SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

(m)

(n)

(o)

Assets under Finance Lease and Hire Purchase

Leases of planr and equipment where substanrially all the benefits and rislss of ownership are fransferred fo
the Company are classified as finance leases.

Plant and equipment acquired under finance lease and hire purchase are capiralised in the financial
srarements.

Each lease or hire purchase payment is allocared berween the liabiliry and finance charges so as ro achieve
a consrant rafe on the finance balance ourstanding. The corresponding outsranding obligarions due under
rhe finance lease and hire purchase affer deducting finance charges are included as liabilities in the financial
srarements.

Finance charges are recognised in profir or loss over the period of the respective lease and hire purchase
agreements.

Planr and equipmenr acquired under finance leases and hire purchase are depreciated over the useful lives
of the assefs in accordance with the policy sef our in Nore 4(i).

Inventories

Invenrories are srared ar the lower of cost and net realisable value. Cosr is determined using the weighred
average merhod.

Ner realisable value represents the estimared selling price less the estimared costs necessary o make the
sale.

Where necessary, due allowance is made for all damaged, obsolefe and slow-moving items. The Group
wrires down ifs obsolefe or slow moving invenrories based on assessment of the condifion and the furure
demand for the inventories. These invenrories are wriffen down when events or changes in circumsrances
indicare thar the carrying amounts may nof be recovered.

Income Taxes
Income tax for the year comprises current and deferred tax.

Current rax is the expected amount of income faxes payable in respect of the raxable profir for the year and
is measured using the rax rares thar have been enacred or substanfively enacred ar the end of the reporting
period.

Deferred rax is provided in full, using the liability method, on remporary differences arising between rhe rax
bases of assers and liabilifies and their carrying amounts in the financial srarements.

Deferred tax liabilities are recognised for all raxable remporary differences orher than those thar arise from
goodwill or excess of the acquirer’s interest in the ner fair value of the acquiree’s identifiable assers, liabilifies
and confingent liabilifies over the business combinarion costs or from the inifial recognition of an asser or
liabiliry in a fransaction which is nor a business combination and ar the fime of the fransaction, affecrs neirher
accounting profit nor raxable profir.

Deferred rax assefs are recognised for all deductible remporary differences, unused tax losses and unused
rax credifs fo the exrent rhar ir is probable thar furure raxable profits will be available against which the
deducrible remporary differences, unused rax losses and unused tax credifs can be utilised. The carrying
amounts of deferred rax assefs are reviewed ar the end of each reporfing period and reduced to the exrent
thar ir is no longer probable thar sufficient furure raxable profirs will be available o allow all or part of the
deferred rax assers ro be urilised.
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4.  SIGNIFICANT ACCOUNTING POLICIES (CONTD)
(o) Income Taxes (Cont'd)

Deferred rax assers and liabilifies are measured af the rax rares thar are expecred fo apply in the period when
rfhe assef is realised or the liabiliry is serfled, based on the rax rares thar have been enacred or subsranrively
enacred ar the end of the reporting period.

Where investment properties are carried ar their fair value, the amount of deferred rax recognised is measured
using the rax rares thar would apply on the sale of those assers.

Deferred rax assets and liabilities are offser when there is a legally enforceable right to set off current rax
assets against current fax liabilities and when the deferred income raxes relare o the same raxarion authority.

Deferred rax relating fo irfems recognised ourside profit or loss is recognised outside profit or loss. Deferred rax
irems are recognised in correlarion ro the underlying fransactions either in other comprehensive income or
direcrly in equiry and deferred rax arising from a business combinarion is included in the resulfing goodwill
or excess of the acquirer's inferest in the nef fair value of the acquiree’s identifiable assefs, liabilities and
confingent liabilities over the business combinarion costs.

(p) Cash and Cash Equivalents

Cash and cash equivalents comprise cash in hand, bank balances, demand deposirs, deposirs pledged with
financial insfirutions, banls overdrafts and shorf-rerm, highly liquid investments thar are readily convertible fo
lknown amounts of cash and which are subject fo an insignificant risk of changes in value.

(q) Provisions

Provisions are recognised when the Group has a present obligafion as a result of past events, when it is
probable that an outflow of resources embodying economic benefirs will be required ro settle the obligafion,
and when a reliable esfimare of the amount can be made. Provisions are reviewed arf the end of each
reporting period and adjusted o reflect the current best esrimare. Where the effecr of the fime value of
money is marerial, the provision is the present value of the esfimared expendifure required fo seffle the
obligarion.

()  Employee Benefits
() Shortr-term Benefirts
Wages, salaries, paid annual leave and siclk leave, bonuses and non-monetary benefirs are recognised
in profir or loss and included in the development cosfs, where appropriare, in the period in which the
associared services are rendered by employees of the Group.
(i) Defined Contribution Plans
The Group's confributions fo defined contriburion plans are recognised in profit or loss and included in

the development cosfs, where appropriare, in the period ro which they relare. Once the contriburions
have been paid, the Group has no further liability in respect of the defined confribution plans.
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Gii) ~ Share-based Payment Transactions

Ar granf dare, the fair value of opfions granfed fo employees is recognised as an employee
expense, wirth a corresponding increase in equity, over the period in which the employees become
uncondifionally enfirled fo the oprions. The amount recognised as an expense is adjusred fo reflecr
the actual number of share options thar are expecred to vest.
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for the financial year ended 31 May 2013

4.

SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

(s)

)

Related Parties
A party is relared ro an entity (referred o as the ‘reporfing enfity’) if:-
(@) A person or a close member of that person’s family is relafed fo a reporting entfity if thar person:-

©) has control or joint confrol over the reporfing enriry;

(i has significant influence over the reporting entity; or

(i) is a member of the key management personnel of the reporting entity or of a parent of the
reporfing enfiry.

(b)  An enrity is relared ro a reporfing entity if any of rhe following condifions applies:-

() The enrity and the reporfing entity are members of the same group (which means thar each
parent, subsidiary and fellow subsidiary is relared fo the others).

(i) One entity is an associare or joint venture of the other enfity (or an associare or joint venture
of a member of a group of which the orher entity is a member).

(i)~ Borh entities are joinf ventures of the same third party.

(iv)  One entity is a joint venrure of a third enfity and the other enrity is an associare of the third
enriry.

(v)  The enfity is a posr-employment benefir plan for the benefir of employees of either the reporfing
entfity or an enrity relared fo the reporfing entity. If the reporfing entity is itself such a plan, rthe
sponsoring employers are also relared fo rhe reporfing entity.

(vi)  The enriry is confrolled or jointly confrolled by a person idenrified in (a) above.

(vii) A person identfified in (a)(i) above has significant influence over the entity or is @ member of
the key management personnel of the entity (or of a parenr of the entity).

Close members of the family of a person are those family members who may be expected to influence, or
be influenced by, thar person in rtheir dealings with rhe entrity.

Contingent Liabilities

A conringent liabiliry is a possible obligafion thar arises from past events and whose existence will only be
confirmed by the occurrence of one or more uncertain furure evenrs not wholly within the confrol of the
Group. Ir can also be a present obligafion arising from pasr events rhar is nof recognised because ir is nor
probable thar an outflow of economic resources will be required or the amount of obligafion cannor be
measured reliably.

A confingenr liability is nof recognised bur is disclosed in the notes fo the financial srarements. When a
change in the probability of an outflow occurs so that the outflow is probable, it will then be recognised as
Q provision.
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4.  SIGNIFICANT ACCOUNTING POLICIES (CONTD)
(u) Income and Other Income Recognition
Income is recognised fo the extrenr thar is probable thar the economic benefirs will flow fo the Group and
fhe revenue can be measured reliably. The following specific recognifion crireria must also be met before
income is recognised.

() Sale of Call Bandwidrh

Revenue from sale of mobile relephony, fixed services, inferconnection revenue and other nefworlk
based services are recognised based on acrual fraffic volume net of rebares/discounts.

(i) Sale of Telecoommunication Software and Goods

Revenue relating ro sale of relecommunication software and goods are recognised net of services rax
and discounts upon fthe fransfer of risks and rewards.

(i) Renral Income

Renral income from investmenr property is recognised on a sfraight-line basis over the rerm of the
lease.

(iv)  Inrerest Income
Inrerest income is recognised on an accrual basis using the effective inferesr method.
) Maintenance Income
Revenue from maintenance income is recognised when the ourcome can be reliably estimared.
i) Dividend Income
Dividend income is recognised when the Group’s right fo receive payment is established.
(i) Commission Income

Revenue from frechnical supporf services and commission from distribution of IP call services are
recognised when services have been rendered.

(v) Operating Segments

An operafing segment is a component of the Group thar engages in business acrivities from which ir may
earn revenues and incur expenses, including revenues and expenses thar relare o fransacrions with any of
rfhe Group's orther components. An operaring segment’s operaring results are reviewed regularly by the chief
operaring decision malker to malke decisions abour resources fo be allocared to the segment and assess irs
performance, and for which discrefe financial informarion is available.
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(w) Borrowing Costs

Borrowing costs, directly arfriburable ro the acquisition and construction of property, plant and equipment are
capiralised as part of the cost of those assefs, until such fime as the assets are ready for their infended use or
sale. Capiralisarion of borrowing costs is suspended during exrended periods in which active development
is inferrupred.

All orher borrowing cosfs are recognised in profir or loss as expenses in the period in which they incurred.
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INVESTMENTS IN SUBSIDIARIES

The Company

2013 2012
RM RM
Unquoted shares, ar cost
- in Malaysia 9,275,638 9,105,781
Quorted shares, ar cost
- ourside Malaysia 75,426,226 75,426,226
84,701,864 84,532,007

The derails of the subsidiaries are as follows:-

Country of

Name of Company Incorporation

REDrone Telecommunications Malaysia
Sdn Bhd

REDrone Technology Sdn Bhd Malaysia
("RTT™)

REDrone Networls Sdn Bhd Malaysia
("RN") AA

REDrone Markering Sdn Bhd Malaysia

("RM")

REDrone Asia Inc. ("RTA") A Unired Stares

of America
Held through RTT
REDrone Myrel Sdn Bhd Malaysia
REDrone Technology Pre Lrd Singapore

("RTPLS") A
Held through RTA

RT Communication Ltd
("RTCL") A

Brifish Virgin Islands

Effective
Equity Interest
2013 2012

% %
100 100
100 100

- 70
100 100

9231 9231

60 60

100 100
92.31 92.31

Principal Activities

Research, development, manufacturing
and marlefting of compurer-relephony
infegrafion products, provision of
communicarion services and invesrment
holding.

Provider of rofal solufions in business
communicarion and
relecommunicatrion,provision of services
and invesrment holding.

Research and developmenr and
marlseting of communication
applicarions.

Research and development,
manufacruring and markefing of
relecommmunication and mulfimedia
solurions.

Invesrment holding.

Provision of relecommunication
services.

Provision of relecommmunicarion
relared producrs and services.

Invesrment holding.
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INVESTMENTS IN SUBSIDIARIES (CONT'D)

Country of Effective
Name of Company Incorporation Equity Interest Principal Activities
2013 2012
% %
Held through RTCL
VMS Technology Lrd A Hong Kong SAR Q231 92.31 Provides system design, mainfenance
services and disrance call services.
REDrone Telecommunicarions  Hong Kong SAR 9231 92.31 Invesrment holding.
(China) Limired ("RTCC") A
Held through RTCC
REDrone Telecommunicarions The People’s 0231 92.31 Provide rechnical support services.
(Shanghai) Lrd Republic of
("RTShanghai”) A China
Shanghai Huirong The People’s Q231 92.31 Marlketing and distribution of IP call and
Telecommunicarion Republic of discounred call services.
Company Lrd N* China
Held through RTShanghai
Shanghai Hongsheng Ner The People’s Q231 92.31 Marlketing and disfribution of
Communication Company Lrd  Republic of discounred call services on consumer
("Hongsheng”) /* China producfs.
Held through Hongsheng
Nanfong Jiarong Invesrment The People’s Q231 92.31 Investment holding.
Consulrant Co., Lrd A* Republic of
China
Shanghai Jia Mao The People’s 9231 92.31 Marketing and disfribution of products
E-commerce Company Ltd A*  Republic of on the inferner.
China
Shanghai Qian Yue Business The People’s 02.31 92.31 Provide prepaid shopping card and
Administrafion Co., Lrd A* Republic of services.
China
A These subsidiaries were audited by other firms of charfered accounrants.

* Being nominee companies which are controlled by RTCC through controlling agreements as RTCC provides

funding for the shareholders of the nominee companies.

AN During the financial year, the Group’s equity interest in REDrone Nerworls 5dn Bhd was dilured as a resulf of
divestment of the shares, as disclosed in Nore 32(a) to the financial statements. Consequently, the subsidiary
became an associare of the Group.
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6.

INVESTMENTS IN ASSOCIATES

The Group The Company
2013 2012 2013 2012
RM RM RM RM
Unquoted shares in Malaysia, ar cost 2,097,570 1,256,315 841,275 20
Share of post-acquisition losses (2,097,570) (1,256,315) (841,275) -
- - - 20
Quasi loans 22,057,636 20,235,161 - -
22,057,636 20,235,161 - 20

(@  Quasi loans represent advances and payments made on behalf of which the setflement is neither planned

nor likely ro occur in the foreseeable furure.
invesrment in the associares. The quasi loan

(b)  The derails of the associares are as follows:-

Country of
Name of Company Incorporation
RN Malaysia
RT Mulrimedia Sdn Bhd Malaysia
(formerly known as
REDrone Multimedia Sdn Bhd)
C"RMM™)
Held through RTT
REDrone Mobile Sdn Bhd Malaysia
REDrone-CNX Broadband Malaysia
5dn Bhd**
Held through RMM
ETV Holding 5dn Bhd Malaysia
("ETVH") (formerly known
as DE Mulfimedia Holding
5dn Bhd) A
Held through ETVH
ETV Multimedia Sdn Bhd Malaysia

("ETVM") (formerly known
as DE Mulrimedia
Sdn Bhd) A

These amounts are in substance, a parr of the Company’s ner
s are sfared ar cosr less accumulared impairment losses, if any.

Effective
Equity Interest Principal Activities
2013 2012

% %

49 70 Research and development and
marketing of communicarion
applicarions.

-AA 20 Invesrment holding.

35 35 Operation on a mobile virtual networl
and research, design, develop and
commercialisafion of VOIP Cusromer
Premise Equipment.

545 545 Provision of broadband and informarion
rechnology services.

-AA 20 Invesrment holding.

- AA 18 Engaged in research,

development, provision and
commercialisafrion of digiral relevision
relared rechnology services.
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6. INVESTMENTS IN ASSOCIATES

(b)  The details of the associares are as follows:- (Conr'd)

Country of Effective
Name of Company Incorporation Equity Interest Principal Activities
2013 2012
% %
Held through ETVM
ETV Markefing Sdn Bhd Malaysia - AN 18 Engage inresearch, development and
(formerly known as provision of conrents for digiral
ETV Content Sdn Bhd) A relevision relared services.

o The Group does not have control as it only has minority representation in the composition of the Board
of Directors in the associate.

A These companies were audired by other firms of chartered accounrants.
AN During the financial year, the Group disposed of its equity inferests in these companies.

(@ The summarised unaudited financial informarion of the associares is as follows:-

The Group
2013 2012
RM RM
Assets and liabilities
Toral assets 8,424,208 37,765,332
Toral liabilities 10,290,552 54,821,250 -
S
O
Results p
Revenue 11,032,038 10,169,828 z
Loss affer raxation 4,911,379) 4,666,981) 3
g
@)
7.  INVESTMENT IN JOINT CONTROLLED ENTITY §
ov]
The Group %
2013 2012 g
RM RM =
Unquored shares, ar cosr 1,491,641 1,491,641 g
Share of post-acquisition reserves (1,491,641) (1,491,641) =
)
2
5
(@)  The details of the joint controlled enrity are as follows:- 5
Country of Effective
Name of Company Incorporation Equity Interest Principal Activities
2013 2012
% %

Held through RTT

Meridianorch Sdn Bhd Malaysia 50 50 Investment holding.
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Notes to the Financial Starements

for the financial year ended 31 May 2013

PROPERTY, PLANT AND EQUIPMENT (CONT'D)

At Accumulated Net Book
Cost Depreciation Value
The Group RM RM RM
Ar31.5.2013
Freehold office lots 5,053,578 (846,765) 5,106,813
Compurers and sofrware 9,468,869 (6,655,699) 2,813,170
Furnirure, firfings and office equipment 1,717,750 (1,230,695) 487,055
Equipment, plant and machinery * 53,163,507  (33,988,659) 19,174,848
Orher assefs ** 7,104,999 (5,379,954) 1,725,045
77,408,703  (48,101,772) 29,306,931
At Accumulated Net Book
Cost Depreciation Value
RM RM RM
Ar31.5.2012
Freehold office lots 5,474,977 (816,035) 4,658,042
Computers and sofrware 9,110,408 (5,652,487) 3,457,921
Furnirure, firfings and office equipment 1,735,107 (990,825) 744,282
Equipment, plant and machinery * 52,202,587 (30,398,457) 21,804,130
Orher assers ** 7,235,432 (5,263,900) 1,971,532
75,758,511  (43,121,704) 32,636,807 >
=
o
* Equipment consists of laborarory equipment, auro dialers, gareway equipment, fravelfon, payphones and ;
Wimax equipment. @
=z
>
* Orher assets consist of renovarion, motor vehicles and assefs in progress. 5
z
>
At Depreciation At 5
1.6.2012 Charge 31.5.2013 %
The Company RM RM RM S
Nef Book Value :
=z
=z
Furniture and firrings 197 (D) 106 =
»
8
At Depreciation At 2
1.6.2011 Charge 31.5.2012 5
RM RM RM o

Net Book Value

Furniture and firfings 288 @ 197
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8. PROPERTY, PLANT AND EQUIPMENT (CONTD)

At Accumulated Net Book

Cost Depreciation Value

The Company RM RM RM
Ar31.5.2013

Furnirure and firfings Q10 (804) 106
Ar31.5.2012

Furnirure and firrings @10 (713) 197

(@  Included in the assets of the Group af the end of the reporting period were mortor vehicles with a roral nef
bools value of RM Nil (2012 - RM76,156), which were acquired under hire purchase rerms.

(b)  Included in the assets of the Group ar the end of the reporting period were equipment wirh a foral ner bools
value of ’”M418,881 (2012 - R’M465,858) acquired under finance lease rerms.

(©  The freehold office lors of the Group have been pledged o licensed banlss as security for banlking facilities
granfed o the Group.

REDTONE INTERNATIONAL BERHAD H ANNUAL REPORT 2013

Q. INVESTMENT PROPERTIES

The Group

2013 2012
RM RM

Leasehold land and buildings, ar fair value
Ar 1 June 1,128,038 1,038,600
Fair value adjusrment 161,730 90,338
Net amount transferred to property, plant and equipment (Nore 8) (152,568) -
Ar 31 May 1,138,100 1,128,038

(@)  The leasehold land and buildings have been pledged fo a licensed banlk as security for banking facilities
granfed o the Group.

(b)  Investment properties are stared af fair value, which have been detrermined based on direcrors’ valuarion
ar the end of the reporfing period. The direcrors estfimared the fair values of the invesrment properfies fo
be RM1,138,100 (2012 - R’M1,128,938) based on the recent selling prices of similar properfies ar locarions
adjacent ro the Group’s invesrment properties.
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10. DEFERRED TAXATION

The Group The Company
2013 2012 2013 2012
RM RM RM RM
Ar 1 June 3,837,075 4,520,122 893,919 1,138,721
Disposal of subsidiaries - (479,425) - -
Recognised in profir or loss (Nore 30) (837,723) (205,769) (111,856) (244,802)
Exchange differences 323 2,147 - -
Ar 31 May 2,999,675 3,837,075 782,063 893,919
Presented affer appropriare offsefring as follows:
The Group The Company
2013 2012 2013 2012
RM RM RM RM
Deferred tax assers 3,060,402 3,043,366 782,063 893,919
Deferred rax liabiliries (60,727) (106,291) - -
Ar 31 May 2,999,675 3,837,075 782,063 893,919

() Key assumptions used in recognition calculation

The recoverable amount of the deferred rax assefs are defermined based on value-in-use calcularions using
cash flow projections based on financial forecasts approved by management covering a 5-year period. The
discount rare applied ro cash flow projecrions is the Group'’s weighted average cost of capifal beyond rhe
S-year period exfrapolared assuming a 9% growrh rare.

Key assumprions and management’s approach fo defermine the values assigned ro each lkey assumption
are as follows:

Financial budger period 2014 -2018
Average budgeted EBITDA margin 23.19%
Average growrth rare 0.34%
Discounr rare 15.60%

The key assumptions represent management’s assessment of future frends in the regional relecommunicarion
industry and are based on both external sources and infernal sources.

Managemenr has determined the budgered EBITDA margin and weighted average growth rares based
on past performance and ifs expecrarions of marker development. The discount rafes used are compured

based on the weighred average cosr of capiral of the indusfry thar the Group operares in.

Sensitivity ro Changes in Assumprions

The management believes that no reasonably possible changes in any of the above key assumptions would
cause rhe carrying value of the deferred raxation ro be marerially higher than ifs recoverable amount.
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10. DEFERRED TAXATION (CONTD)

Unutilised tax

losses and
unabsorbed Property,
1) capital plant and
9 allowances Provision equipment ICULS Others Total
& THE GROUP RM RM RM RM RM RM
O
a
& Ar 1 June 2011 4176,783 3,767,594  (4,586,794) 1,138,721 23,818 4,520,122
g Disposal of subsidiaries (494,036) (25,440) 56,897 - (16,846)  (479,425)
= Exchange differences - - - - 2,147 2,147
< Recognised in profit or loss (Nore 30) 1,513,078  (1,450,883) (31,403)  (244,802) 8,241 (205,769)
|
< Ar 31 May 2012/1 June 2012 5105825 2291271  (4,561,300) 893,019 17,360 3,837,075
= Exchange differences - - - - 323 323
= Recognised in profir or loss (Nore 30) (771,108) - - (111,856) 45,241 (837,723)
I
=z
g Ar 31 May 2013 4424717 2,201,271 (4,561,300) 782,063 62,024 2,999,675
<
o
]
= The Company
5
5 Ar1 June 2011 - - - 1,138,721 - 1,138,721
o Recognised in profir or loss (Nore 30) - - - (244,802) - (244,802)
Ar 31 May 2012/1 June 2012 - - - 893,919 - 893,919
Recognised in profit or loss (Nore 30) - - - (111,856) - (111,856)
Ar 31 May 2013 - - - 782,063 - 782,063
Deferred tax assers have nor been recognised in respecr of the following irems:-
The Group
2013 2012
RM RM
Unurilised rax losses and unabsorbed capiral allowances 12,774,000 23,233,000

The above items are available for offsetting against furure taxable profir subjecr fo no substanrial change in
shareholdings as provided in the Income Tax Act, 1967 and guidelines issued by rhe rax aurhority.
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11.

12.

OTHER INVESTMENTS

The Group
2013 2012
RM RM
Ar Cost:
Non-Current
Unquoted shares in Malaysia 50,000 50,000
Current
Unquoted shares inside Malaysia 1,472 -
Unquoted shares outside Malaysia - 998,837

51,472 1,048,837

Investments in unquored shares of the Group, designared as available-forsale financial assefs, are srared ar cost
as their fair values cannof be reliably measured using valuarion frechniques due ro the lack of markerability of the
shares.

GOODWILL
The Group
2013 2012
RM RM
Ar 1 June 0,014,844 10,929,387
Disposal of subsidiaries - (1,014,543)
0,014,844 0,014,844
Allowance for impairment losses (3,158,953) (1,908,953)
Ar 31 May 6,755,891 8,005,891

Allowance for impairment losses:-

Ar 1 June (1,908,953)  (1,908,953)
Addirion during the financial year (1,250,000) -
Ar 31 May (3,158,053)  (1,908,953)

(@)  The carrying amounts of goodwill allocared ro each cash-generaring unir are as follows:-

The Group
2013 2012
RM RM
REDrone Asia Inc. and ifs subsidiaries ("RTA Group”) 5,056,212 7,206,212
Orhers 799 679 799,679

6,755,891 8,005,891
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12. GOODWILL (CONTD)

®

The Group assessed the recoverable amounts of goodwill allocared and derermined thar no further addirional
impairment is required. The recoverable amounrs of the cash-generaring unifs are determined using the
value-in-use approach, and fhis is derived from rhe present value of the furure cash flows from the operaring
segments compured based on rhe projecrions of financial budgers approved by management covering a
period of 5 years. The key assumprions used in the defermination of the recoverable amounts are as follows:-

Average
Budgeted Average
EBITDA Margin Growth Rate Discount Rate
2014 - 2018 2014 - 2018 2014 - 2018
RTA Group 31% 9% 15.6%
Others 22% 9% 15.6%

The key assumptions represent management’s assessment of future frends in the regional relecommunicarion
industry and are based on both external sources and infernal sources.

Managemenr has determined the average budgered EBITDA margin and weighted average growth rare
based on past performance and ifs expecrarion of marlker development. The discount rafes used are compured

based on the weighred average cosr of capiral of the indusfry thar the Group operares in.

Sensitivity ro Changes in Assumprions

The management believes that no reasonably possible changes in any of the above key assumptions would
cause rhe carrying value of the goodwill ro be matrerially higher rthan irs recoverable amount.

13. DEVELOPMENT COSTS

The Group
2013 2012
RM RM
Ar Cost:-
Ar1 June 21,334,286 23,590,788
Addifions during the financial year Q47,438 1,005,208
Disposal of subsidiaries - (3,491,193)
Exchange differences (225,062) 229483
Ar 31 May 22,056,662 21,334,286
Accumulared amortisation:-
Ar 1 June (10,767,752) (7,839,084)
Amortisarion for the financial year (1,865,641) (2,994,844)
Disposal of subsidiaries - 132,352
Exchange differences 54,213 (66,176)
Ar 31 May (12,579,180) (10,767,752)

Ner carrying amount Q477,482 10,566,534
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13. DEVELOPMENT COSTS (CONTD)

14.

15.

The development costs included the following expenses:-

The Group
2013 2012
RM RM
Purchase of equipment - 14,580
Sraff cosrs Q47,438 090,628
Q47,438 1,005,208
INVENTORIES
The Group
2013 2012
RM RM
Ar Cosf:-
Finished goods 1,075,863 671,776
None of the inventories are carried ar net realisable value.
TRADE RECEIVABLES
The Group -
2013 2012 @
RM RM 0
z
Trade receivables: %
- Third parties 69,948,025 17,022,427 Z
>
5
Allowance for impairment losses (4,670,256) (3,734,651) %
65,277,769 13,287,776 =
>
O
Allowance for impairment losses:- "
Ar 1 June (3,734,651)  (3,252,242) z
Addifion during the financial year (1,036,814) (767,861) S
Writfen back during the financial year 101,209 266,028 .
Written off during the financial year - 19,424 g
=
At 31 May (4,670256)  (3734,651)
o

The Group’s normal frade credir rerms range from 30 ro Q0 days. Other credir rerms are assessed and approved

on a case-by-case basis.
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16. OTHER RECEIVABLES, DEPOSITS AND PREPAYMENTS

The Group The Company
2013 2012 2013 2012
RM RM RM RM
s}
9 Current 13,036,673 12,905,332 20,913,028 30,358,926
& Non-current 14,174,472 14,586,042 14,174,472 14,586,042
O
a
& 27,211,145 27,491,374 35,087,500 44,944,968
s
Z
< The Group The Company
u 2013 2012 2013 2012
< Note RM RM RM RM
T
e
% Represented by:-
I
=z
Q Orher receivables:
< - Third parties 16(a) 21,826,966 5,594,228 18,692,034 -
@ - Associares 16(b) 3,025,245 18,007,957 1,081,508 18,007,957
f - Subsidiaries 16(0) - - 19,063,821 29,181,429
4
% 24,852,211 23,602,185 38,837,363 47,189,386
& Deposirs 652,283 590,645 - -
Prepayments 2,788,243 2,272,905 31,392 68,059
Sundry receivables 16(d) 3,430,183 3,338,116 - -
31,722,920 29,803,851 38,868,755 47,257,445
Allowance for impairment losses:
Ar 1 June (2,312,477) - (2,312,477) -
Addirion during the financial year (2,230,520) (2,312,477) (1,500,000) (2,312,477)
Writfen back during the financial year 31,222 - 31,222 -
Ar 31 May 16(e) @311,773)| | 2312477 | (3,781,255)| | (2,312,477)
Ner carrying amount 27,211,145 27,491,374 35,087,500 44,944,968
(@)
The Group The Company
2013 2012 2013 2012
RM RM RM RM
Current 4,544,100 5,504,228 1,409,168 -
Non-current 17,282,866 - 17,282,866 -
21,826,966 5,504,228 18,692,034 -

Included in orher receivables is an amounr of RM18,007,957 (2012 - R’M18,007,957) owing by former
associares which is non-frade in narure, inferest-free, unsecured and expected fo be repaid within a period
of 10 years.
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16.

17.

18.

OTHER RECEIVABLES, DEPOSITS AND PREPAYMENTS (CONT'D)
)
The Group The Company
2013 2012 2013 2012
RM RM RM RM
Current 2,424,921 1,133,844 481,184 1,133,844
Non-currenr 600,324 16,874,113 600,324 16,874,113
3,025,245 18,007,957 1,081,508 18,007,957
The amounr owing by associares is non-frade in narure, inferest-free, unsecured and expected repaid within
a period of 3 years.
(©  The amount owing by subsidiaries is non-frade in nafure, interest-free, unsecured and repayable on demand.
(@) Included in sundry receivables is an amounr of RM2,644,802 (2012 - RM2,548,426) paid to a third party
as part of advances for purchases and the security deposit of RM789,690 (2012 - RM789,690) placed in
accordance with the requirements of an agreement wirh a relecommunicarion company.
(®
The Group The Company
2013 2012 2013 2012
RM RM RM RM
Current (803,057) (24,4006) (72,537) (24,4006) 2
Non-current (3,708,718)  (2,288,071)  (3,708,718)  (2,288,071) 9
O
Z
4,511,775 (2,312,477)  (3,781,255)  (2,312,477) ;
DEPOSITS WITH LICENSED BANKS 5
Z
>
(@)  The deposits with licensed banlss of the Group ar the end of the reporting period bore effective interest rates 5
ranging from 2.95% to 3.25% (2012 - 2.95% ro 5.70%) per annum. The deposirs have maturity periods %
ranging from 30 ro 365 days (2012 - 30 ro 365 days). g
| |
(b)  The deposifs with licensed banks of the Group ar the end of the reporting period have been pledged fo a >
licensed banlk as securiry for banking facilities granfred o the Group. Z
c
>
2
SHARE CAPITAL S
2
The movements in the authorised and paid-up share capiral of the Company are as follows:- §
(O]
The Company
2013 2012 2013 2012
Number Of Shares RM RM
Aurhorised
Ordinary shares of RM0.10 each 1,000,000,000 1,000,000,000 100,000,000 100,000,000
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18.

19.

SHARE CAPITAL (CONTD)
The movements in the authorised and paid-up share capiral of the Company are as follows:- (Cont'd)

The Company

2013 2012 2013 2012
Number Of Shares RM RM
Issued And Fully Paid-up
Ordinary shares of RM0.10 each
Ar 1 June 475,640,565 447,779,025 47,564,057 44,777,903
Issuance of shares pursuanr ro
conversion of ICULS 3,848,860 19,057,040 384,886 1,005,704
Issuance of shares pursuant o
exercise of warranfs 4,000 - 400 -
New shares issued under rthe
employees’ share option scheme 3,485,500 7,904,500 348,550 790,450
Ar 31 May 482,978,025 475,640,565 48,297,893 47,564,057
TREASURY SHARES

During rthe financial year, the Company repurchased a foral of 4,286,900 of its issued ordinary shares from rthe
open marker for RM1,705,864 including fransaction costs, The average price paid for the shares repurchased was
approximarely RMO.39 per share. The shares purchased are held as freasury shares in accordance with Section 67A
of the Companies Act, 1965 and are presented as a deduction from roral equity.

The Company disposed of 489,000 rreasury shares for a roral consideration of ”RM190,212.

Of rthe roral 482,978,925 (2012 - 475,640,565) issued and fully paid-up ordinary shares as af the end of the reporfing
period, 5,452,800 (2012 - 1,654,900) ordinary shares are held as treasury shares by the Company amounting ro
RM1,950,489 (2012 - RM349,347).

Derails of the shares repurchased and refained as freasury shares were as follows:-

No. of Highest Lowest Average

shares bought price per price per price per Total

Month back share share share consideration
RM RM RM RM RM

July 2012 50,000 0.37 0.37 0.37 18,636
January 2013 283,400 040 040 040 113,848
February 2013 2,594,000 040 0.38 0.39 1,026,364
March 2013 819,500 0.41 0.38 0.39 324,377
April 2013 28,000 0.41 0.41 0.41 11,423

May 2013 512,000 042 0.39 0.41 211,216

4,286,900 1,705,864
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19. TREASURY SHARES (CONTD)

20.

Details of the disposed of freasury shares were as follows:-

Highest Lowest Average
price per price per price per Total
Month share share share consideration
RM RM RM RM
Ocrober 2012 0.39 0.39 0.39 190,212
RESERVES
The Group The Company
2013 2012 2013 2012
RM RM RM RM
Share premium 11,766,083 10,962,273 11,766,083 10,962,273
Foreign currency franslarion reserve (1,427,493) (1,055,954) - -
Revaluarion reserve 418,205 - - -
Warranfs reserve 19,330,663 19,331,138 19,330,663 19,331,138
Irredeemable convertible
unsecured loan srocks 9,695,529 10,079,702 9,695,529 10,079,702
Employees’ share option reserve 3,290,883 2,417,420 3,290,883 2,417,420
Rerained profits/(Accumulared losses) 16,244,211 (8,847,202) 17,362,638  (10,779,056)
Toral 59,318,081 32,887,377 61,445,796 32,011,477
(a) Share Premium

The movements in the share premium of the Group and the Company are as follows:-

The Group/The Company

2013 2012
RM RM
Ar 1 June 10,962,273 9,402,960
Ordinary shares issued pursuant to conversion of ICULS (713) (67,982)
Ordinary shares issued pursuant to exercise of ESOS 717,958 1,627,295
Ordinary shares issued pursuant fo exercise of warrants 1,075 -
Treasury shares 85,490 -
Ar 31 May 11,766,083 10,962,273

The share premium is nor distriburable by way of dividends and may be urilised in the manner sef our in
Section 60(3) of the Companies Act 1965.

C10OC 1YOdId TVNINNY B dVHYIC TVYNOILYNYILINI INOLdTY
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20. RESERVES (CONT'D)
(b) Foreign Exchange Translation Reserve

The foreign exchange franslafion reserve arose from the translarion of the financial starements of foreign
subsidiaries and is nor distriburable by way of dividends.

s}
9
= The Group
O] 2013 2012
s RM RM
§
z Ar 1 June (1,055,954)  (1,877,365)
< Foreign currency franslarion (371,539 821,411
| |
2 Ar 31 May (1,427,493)  (1,055,954)
4
a
§ (c) Revaluation Reserve
¢}
=
< The Group
< 2013 2012
z RM RM
z
Q Ar 1 June - -
&) .. . .
5 Arising from fransfer of invesrment properties o
property, plant and equipment 418,205 -
Ar 31 May 418,205 -

(d) Warrants Reserve

The Group/The Company

2013 2012

RM RM

Ar1 June 19,331,138 19,331,138
Exercise of warrants (475) -
Ar 31 May 19,330,663 19,331,138

Each warrant enrifles the registered holder fo subscribe for one new ordinary share in the Company ar any
fime on or affer 4 March 2010 up fo the dare of expiry on 4 March 2015, ar an exercise price of RM0.25 per
share or such adjusted price in accordance with the provisions in the Deed Poll. The warrants were lisred on
the ACE Marlser of Bursa Malaysia Securities Berhad with effect from 4 March 2010.

4,000 warrants were exercised during the financial year ended 31 May 2013.

As ar the end of the reporting period, 162,442,534 warrants remain unexercised.
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20. RESERVES (CONT'D)
(d) Warrants Reserve (Cont'd)
The fair value of the warrants is estfimared using the Trinomial American model, raking info account rhe

ferms and conditions upon which the warrants are acquired. The fair value of the warrants measured ar
issuance dare and the assumprions are as follows:-

Valuarion model Trinomial
Exercise type American
Tenure 5 years
5-day volume weighted average price of REDrone share

ar 29.12.2009 ~MO.29
Conversion price ~RM0O.25
Volafility rare 29.817%
Period of volarility assessment The average of the following marlser days:

29.12.2009; 30.09.2009,30.6.2009;
31.3.2009; and 31.12.2008

(e) Irredeemable Convertible Unsecured Loan Stocks ("ICULS™)

The Group/The Company

2013 2012
Equity RM RM
Ar1 June 10,079,702 12,007,424
Converred during the financial year (384,173)  (1,927,722)
Ar 31 May 9,695,529 10,079,702

The Group/The Company

2013 2012
Non-current liabilities RM RM
Ar 1 June 3,575,677 4,554,884
Converred during the financial year (135,730) (714,882)
Amortisarion charge during the financial year (311,693) (264,325)
Ar 31 May 3,128,254 3,575,677

The ICULS represent the unconverfred porfion of the original RM40,611,634 nominal value of 10-year 2.75%
ICULS issued and allorred ar 100% of the nominal value, ner of deferred rax and the amount allocared to
the warrant reserve.

The ICULS have a fenure of ren years from the dare of issue and will not be redeemable in cash. All
outstanding ICULS will be mandarorily converred by the Company into new ordinary shares ar the conversion
price applicable on rhe maturity dare. The ICULS are converrible info fully paid ordinary shares of RM0.10
each ar any fime during the renure of the ICULS from 4 March 2010 fro the maruriry dare on 4 March 2020,
ar the rare of ren RM0O.10 nominal amount of ICULS for four fully paid up ordinary shares of ’RMO.10 each in
the Company.

C10OC 1YOdId TVNINNY B dVHYIC TVYNOILYNYILINI INOLdTY

Upon conversion of the ICULS info new ordinary shares, such shares would ranls pari passu in all marerial
respects wirh the existing ordinary shares of the Company in issue at the dare of allorment of the new ordinary
shares except thar the newly converted ordinary shares shall nofr be enfifled ro any rights, allorments of
dividends, and/or orher distribution if the dividend entitlement dare is on or before the relevant conversion
dare.

The inrerest on the ICULS is ar the rare of 2.75% per annum on the nominal value of the ICULS commencing
March 2010 and is payable annually in arrears on March each year.
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20.

RESERVES (CONTD)

®

Employees’ Share Option Reserve

The employees’ share opfion resenve represents the equity-seffled share options granfed ro employees. The
reserve is made up of the cumularive value of services received from employees recorded over the vesting
period commencing from the granf dare of equity-seffled share opfions, and is reduced by the expiry or
exercise of the share oprions.

The Employees’ Share Oprion Scheme of the Company ("ESOS”) is governed by the ESOS By-Laws and was
approved by shareholders on 30 November 2010. The ESOS is fo be in force for a period of 5 years effective
from 14 January 2011.

The main features of the ESOS are as follows:-

M

(i)

(i)

(iv)

V)

Eligible persons are employees and/or directors of the Group, save for companies which are dormant,
who have been confirmed in the employment of the Group and have served for af leasf for a confinuous
6 months (which shall include any probarion period) before the dare of the offer.

The maximum number of new shares of the Company, which may be available under the scheme,
shall nor exceed in aggregare 10%, or any such amount or percentage as may be permirred by rhe
relevanr authorifies of the issued and paid-up share capiral of the Company ar any one fime during
rhe existence of the ESOS.

The option price shall be determined by the Option Committee based on the 5-day weighted average
marlser price of shares of the Company immediarely preceding the offer dare of rhe option, with a
discount of nor more than 10%, or ar the par value of shares of the Company, whichever is higher.

The oprion may be exercised by the granfree by notice in wrifing fo the Company in the prescribed
form during the option period in respect of all or any part of the new shares of the Company comprised
in the ESOS.

All new ordinary shares issued upon exercise of the opfions granred under rhe ESOS will rank pari passu
in all respects wirh the existing ordinary shares of the Company, provided always thar new ordinary
shares so allotrred and issued, will not be entitled fo any dividends, rights, allorments and/or orher
distriburions declared, where the enritlement dare of which is prior fo dafe of allorment and issuance
of the new shares.

The oprtion prices and the derails in the movement of the opfions granfed are as follows:-

Number Of Options over Ordinary Shares
Of RM0.10 Each

Exercise At At
Date of Offer Price 1 June 2012 Granted * Exercised 31 May 2013
4 March 2011 RMO.165 9,600,000 - 1,600,000 8,000,000
11 August 2011 RM0.145 7,346,000 3,089,500 1,795,500 8,640,000
29 December 2011 RMO0.230 50,000 50,000 90,000 10,000
7 June 2012 RM0.220 - 150,000 - 150,000
5 July 2012 RM0.250 - 14,050,000 - 14,050,000
25 Seprember 2012 RMO0.300 - 180,000 - 180,000
21 February 2013 RMO0.340 - 2,450,000 - 2,450,000

*

16,996,000 19,969,500 3,485,500 33,480,000

During the financial year, the Company granred 19,969,500 share options under the ESOS. These
opfions expire on 13 January 2016.
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20. RESERVES (CONTD)
(f) Employees’ Share Option Reserve (Cont'd)
The fair values of the share options grantred were estimared using a frinomial model, raking info account the

rerms and condifions upon which the opfions were granfed. The fair values of the share oprions measured
ar granf dare and the assumpfions used are as follows:-

2013 2012 2011
Fair value of share oprions ar the granf dare (RM)
-4 March 2011 N/A N/A 0.1252
- 11 August 2011 N/A 0.1713 N/A
- 29 December 2011 N/A 0.1508 N/A
-7 June 2012 0.1181 N/A N/A
-5 July 2012 0.1465 N/A N/A
- 25 Seprember 2012 0.1520 N/A N/A
- 21 February 2013 0.1615 N/A N/A
Weighred average share price (RM) 0.243-0.376 0.159-0.255 0.183
Exercise price (RM) 0.220.34 0.145-0.230 0.165
Expectred volarility (%) 55.42-:60.62 61.23-61.99 85.22
Expecred life (years) 0.2710415 0.30-0.316 0.22
Risls free rare (%) 3.15-3.29 3.22-3.37 3.86
Expecred dividend yield (%) 0 0 0
21. FINANCE LEASE PAYABLES
The Group -
2013 2012 S
RM RM 9
Furure minimum lease payments: é
- nof larer than one year 123,221 486,054 3%
- larer than one year and nor larer than five years 359,395 482,617 5
Z
482,616 060,571
Less: Future finance charges (79,829) (138,391) %
>
Present value of finance lease payables 402,787 831,180 :
>
Z
Z
Current portion: S
- not larer than one year 102,839 428,392 -
| 8
Non-current portion: 2
- later than one year and nor larer than five years 209,048 402,788 S
(O]

402,787 831,180
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22. HIRE PURCHASE PAYABLES

The Group
2013 2012
RM RM
Q
Q Minimum hire purchase payments:
= - nof lafer than one year - 30,780
g - larer than one year and nof lafrer than five years - 48,735
e
3 - 79,515
% Less: Furure finance charges - (10,398)
: Present value of hire purchase payables - 69,117
e
e
a )
o Current porrion:
Zz; - nor larer than one year - 26,739
Z
Z Non-current portion:
E - larer than one year and nof lafer than five years - 42,378
6 - 69,117
a
L&_I
23. TERM LOANS
The Group
2013 2012
RM RM
Current portion:
- nof larer than one year 61,873 108,902
Non-current porfion:
- later than one year and nor larer than rwo years 65,004 108,002
- later than rwo years and nof larer than five years 215,436 217,802
- larer rthan five years 1,609,682 1,573,570

1,890,122 1,900,274

1,951,995 2,009,176

The rerm loans are secured by a first party legal charge over the Group's freehold office lots, buildings and a
corporate guaranfee provided by the Company.
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23. TERM LOANS (CONTD)
The repayment rerms of the rerm loans are as follows:-

Fixed loan 1 at bore effective interest rare 4.95%  Repayable in 240 monthly insralments of R”M1,881, effective
per annum from June 2009.

Fixed loan 2 ar bore effective interest rare 4.95%  Repayable in 240 monthly insralments of R’M4,428, effective
per annum from June 2009.

Refinancing loan 1 ar bore effecrive interest rare Repayable in 240 monthly insralments of ’M1,538, effecrive
4.95% per annum from Seprember 2009.

Refinancing loan 2 ar bore effecrive interest rare Repayable in 240 monthly insralments of RM3,635, effective
4.95% per annum from Seprember 2009.

Refinancing loan 3 ar bore effecrive interest rare  Repayable in 240 monthly insralments of RM1,604, effective
4.95% per annum from Seprember 2009.

24. DEFERRED INCOME

The Group

2013 2012

RM RM

Ar1 June 7,621,742 7,968,058

Ner urilisarion during the financial year (1,171,987) (346,316)
Ar 31 May 6,449,755 7,621,742 @
o)
Z
Deferred income consists of prepaid products sold fo customers which are yer ro be urilised. z
2
%
25. TRADE PAYABLES %
The Group E
2013 2012 <
RM RM -
|
Third parties 25,943,059 17,162,504 g
g
2
The normal rrade credir rerm granted fo the Group and the Company is 60 days. Other credir ferms are assessed S
and approved on a case-by-case basis. =
3
o



REDTONE INTERNATIONAL BERHAD H ANNUAL REPORT 2013

Notes to the Financial Starements

for the financial year ended 31 May 2013

26. OTHER PAYABLES AND ACCRUALS

27.

28.

The Group The Company
2013 2012 2013 2012
RM RM RM RM
Orther payables:

- Third parties 20,158,839 5,861,079 22,547 247,041
- Associares - 404 - 404
- Subsidiaries - - 9,032,855 47,248,141
20,158,839 5,861,483 9,055,402 47,495,586

Provision of Universal Service Fund
Contriburion ("USP fund”) 8,035,059 7,576,615 - -
Accruals 5,682,733 3,841,761 248,955 329,657
42,876,631 17,279,859 10,204,357 47,825,243

The amounrs owing fo the subsidiaries and associares represent unsecured inferesr-free advances granred fo the

Company. The amount is repayable on demand.

BANK OVERDRAFT

The banlk overdraff of the Group bore an effecrive inferest rare of 7.1% (2012 - 7.1%) per annum and is secured
by a Deed of Assignment execured by the Group, assigning all the rights and fitles, inferests and benefits in respect
of the properties with a roral ner boolk value of RMS,106,813 (2012 - RM4,658,942) and deposits with licensed
banks as disclosed in Nores 8 and 17 respecrively ro the financial srarements.

REVENUE
The Group The Company

2013 2012 2013 2012
RM RM RM RM
Commission income 22,378,359 26,160,421 - -
Digiral relevision services - 327,258 - -
Dividend income - - 32,833,745 -
Sale of bandwidth 112,399,095 78,383,675 - -

Sale of relecommunication sofrware,
goods and installation charges 7,269,302 2,104,576 - -
142,047,656 106,975,930 32,833,745 -
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29. PROFIT/(LOSS) BEFORE TAXATION

The Group The Company
2013 2012 2013 2012
RM RM RM RM

Profit/(Loss) before taxafion is arrived ar

afrer charging/ (crediting):-
Amorfisation of development cosrs 1,865,641 2,094,844 - -
Audit fee:-
- starurory audifs 318,520 355,740 75,000 75,000
- (over)/lunderprovision in rthe

previous financial year 4,216) 20,000 (1,720) 20,000
- orher services 142,015 305,851 142,915 135,070
Bad debrs written off 66,784 50,192 - 5,500,000
Depreciation of property, plant and equipment 5,239,425 5,331,173 1 %
Directors’ remunerarion:-
- fees 318,000 353,917 318,000 353,017
- non-fee emoluments 1,218,994 1,128,684 210,180 -
Dividend income - - (32,833,745) -
Fair value gain on invesrment properties (161,730) (90,338) - -
Loss/(Gain) on foreign exchange:
- reqlised 46,079 68,183 2 -
- unrealised (139,818) (283,449) 388,608 (224,772)
(Gain)/Loss on disposal of
- subsidiaries (1,806,789) (10,879,717) 45,546 100,076
- associares D) - 19 -
Impairment loss on :-
- associare 841,275 - 841,275 -
- goodwill 1,250,000 - - - @
- non-frade receivables 2,230,520 2,312,477 1,500,000 2,312,477 o)
- other invesrmenr - 08,464 - - Z
- rrade receivables 1,036,814 767,861 - - z
Inrerest expense: 5
- bank overdrafr 184,360 194,815 - - =
- finance lease 58,562 283,197 - - O
- hire purchase 7,252 4015 - - §
- ICULS 668,842 669,630 668,842 669,630 =
- term loans:- 2
(i) current financial year Q0 852 Q0 648 - - &
(ii) underprovision in the previous financial year - 91,362 - - [
Inferesr income for deposirs (778,539) (761,044) (16,481) (16,047) >
Inventories wriffen down 18,692 364,543 - - %
Invenrories wrirten off - 88,690 - - =
Loss/(Gain) on disposal of property, =

plant and equipmenr 25,857 (10,876) - - S
Property, plant and equipment written off 12,212 125,363 - - 3
Rental of computer 231,059 336,551 - - §
Renral of office 577,792 Q04,160 - - ©
Share-based payments 1,412,054 1,001,283 40,375 -
Staff cosfs:
- salaries, wages, bonuses and allowances 11,072,710 14,722,012 279,603 339,137
- defined conrribution plan 1,224,446 1,566,642 34,118 30,929
Wrireback on:-
- impairment losses on frade receivables (101,209) (266,028) - -

- impairment losses on orher receivables (831,222) - (81,222) -
- other invesrmenr (66,460) - -
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30.

INCOME TAX EXPENSE

The Group The Company
2013 2012 2013 2012
RM RM RM RM
Income rax:
- Malaysia rax 6,727,862 60,000 - -
- Foreign rax 1,135,075 1,063,758 - -
- (Oven/Underprovision in
the previous financial year (199,285) 44,687 (199,285) -
7,663,652 1,168,445 (199,285) -
Deferred raxafion (Nore 10):
- relafring ro originafing and recognifion
of remporary differences 837,723 205,769 111,856 244,802
8,501,375 1,374,214 (87,429) 244,802

Taxation for other jurisdictions is calculared ar the rares prevailing in the respective jurisdicrions.

Asubsidiary, REDrone Technology Sdn. Bhd. has been granred MSC Malaysia starus, which qualifies the subsidiary for
the Pioneer Srafus incentive under the Promotion of Investments Act 1986. The subsidiary will enjoy full exemprion
from income rax on is sfarurory income from pioneer acrivifies for a period of 5 years, from 17 Seprember 2007
o 18 Septrember 2012. The Pioneer Sratus incenfive expired on 18 Seprember 2012.

A reconciliafion of income tax expense applicable ro the profit/(loss) before raxation arf the starurory fax rare to
income fax expense ar the effective rax rare of the Group and the Company is as follows:-

The Group The Company
2013 2012 2013 2012
RM RM RM RM
Profit/(Loss) before raxarion 33,603,739 3,234,101 28,054,265 (8,604,872)
Tax ar the starurory rax rare of 25% 8,415,935 808,526 7,013,566 (2,151,218)
Tax effecrs of -
Non-raxable income (8,208,436)  (2,775972)  (8,208,436) (56,193)
Non-deductible expenses 11,032,126 2,057,739 1,306,726 2,039,728
Deferred rax assefs nof recognised
during rhe financial year - 2,117,733 - 412,485
Urilisafion of previously unrecognised rax
losses and unabsorbed capiral allowances (2,614,750) (792,378) - -
(Oven/Underprovision of income
rax in the previous financial year (199,285) 44,687 (199,285) -
Differential in rax rares 75,785 (86,121) - -
Income fax expense/(refund) for
the financial year 8,501,375 1,374,214 (87,429) 244,802
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31. EARNINGS PER SHARE (SEN)
(a) Basic

Basic earnings per share is calculared by dividing the profir for the financial year arfriburable ro ordinary equity
holders of the Company by the weighred average number of ordinary shares in issue during the financial

year.
The Group
2013 2012
RM RM
Profir arfriburable ro owners of the Company (RM) 25,091,413 2,148,274
Totral weighted average number of ordinary shares in issue 479,376,055 476,449,603
Basic earnings per share (Sen) 5.23 0.45
(b) Diluted

The dilured earnings per share was nor applicable as rhere were no dilutive porenrial ordinary shares
ourstanding af the end of the reporfing period.

32. DISPOSAL OF SUBSIDIARIES

During the financial year, the Group disposed of its equity inferests in RN and RMM as follows:-

(a) REDfone Network Sdn Bhd ("RN™)
On 29 May 2013, the Group enfered info a Share Sale Agreement with D.YM.M. Sulran Ibrahim Ismail lbni
Almarhum Sulfan Mahmud Islkandar Al-Haj ("D.Y.M.M. Sulran lbrahim”) for the divestment of 315,000 ordinary
shares of R’M1.00 each, representing 21 % of the roral paid-up capiral of irs subsidiary, REDrone Networlk Sdn
Bhd ("RN"), o D.Y.M.M. Sulran lbrahim for a toral cash consideration of RM315,000 ("Divesrment™).
Upon completion of the divesrment, RN became a 49% associared company of the Group.

(b) RT Multimedia 5dn Bhd (formerly known as REDtone Multimedia Sdn Bhd)("RMM™)
On 7 June 2012, the Company had disposed of the entire balance of 20 ordinary shares of RM1.00 each,

representing 20% of the toral paid up capiral of R’RMM to CCSB Consulting Sdn Bhd for a toral consideration
of RM1.
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32. DISPOSAL OF SUBSIDIARIES (CONTD)

33.

34.

The fair values of the identfifiable assers and liabilities of the abovementioned subsidiaries as ar the dare of disposal

were:-

At Date Of Disposal
Carrying Fair Value
Amount  Recognised

RM RM
Non-current assers
Currenr assets 1,842 1,842
Current liabilities (652,356) (652,356)
Fair value of ner liabilities disposed (650,514) (650,514)
Share of resulrs (841,275)
Gain on disposal of subsidiaries 1,806,789
Less: Cash and cash equivalents of subsidiaries disposed (1,365)
Net cash inflow for disposal of subsidiaries 313,635

The effects of the disposal of the subsidiaries on rhe financial results of the Group for rthe financial year are as follows:-

The Group

2013

RM

Revenue -

Loss affer raxarion (1,754,203)
PURCHASE OF PROPERTY, PLANT AND EQUIPMENT

The Group

2013 2012

RM RM

Cash of property, plant and equipment purchased 1,651,232 7,271,475

Amounr financed through finance lease - 514,197)

Cash disbursed for purchase of property, plant and equipment 1,651,232 6,757,278

CASH AND CASH EQUIVALENTS

For rthe purpose of the starements of cash flows, cash and cash equivalents comprise the following:-

The Group The Company
2013 2012 2013 2012
RM RM RM RM
Deposifs with licensed Banlss (Nore 17) 31,512,643 17,524,058 - -
Cash and bank balances 5,085,244 4,065,764 554,278 255,996
Bank overdraft (3,292,721) (2,441,485) - —
33,305,166 10,148,337 554,278 255,996
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DIRECTORS” REMUNERATION

(@)  The aggregate amounts of emoluments received and receivable by directors of the Group and the Company
during the financial year are as follows:-

The Group The Company
2013 2012 2013 2012
RM RM RM RM
Execurive direcrors:

- non-fee emoluments 1,218,094 1,128,684 210,180 147,767
- share-based payments 246,098 - - -

Non-executive directors:
- fee 318,000 353,917 318,000 353,917
- share-based payments 40,375 - 40,375 -
1,823,467 1,482,601 568,555 501,684

(b)  Dertails of direcrors’ emoluments of the Company received/receivable for the financial year in bands of
RM50,000 are as follows:-

The Company

2013 2012
RM RM
Execurive directors:-

RM100,001 — ’IMM150,000 - 1
RM150,001 — ’”M200,000 1 1
RM200,001 — ’”M250,000 - —
RM250,001 — R’M300,000 — -
Above R’M300,000 - 2

Non-executive directors:-
Below ”RM50,000 3 4
Above RM50,000 2 2
6 10

SIGNIFICANT RELATED PARTY DISCLOSURES
(@) Identities of relared parties

The Group has relared party relarionships with ifs direcrors, key management personnel and enfities within
fhe same group of companies.
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36.

37.

SIGNIFICANT RELATED PARTY DISCLOSURES (CONT'D)

(b)  In addition fo the informarion derailed elsewhere in the financial starements, the Group and the Company
carried our rhe following significanr fransactions wirh the relared parries during the financial year:-

The Group The Company
2013 2012 2013 2012
RM RM RM RM
Dividend from subsidiaries - - 32,833,745 -
Associares:
(a) Sale of goods to:
- REDrone Mobile Sdn. Bhd. 37,393 39,885 - -
- REDrone-CNX Broadband Sdn Bhd 266,983 Q05,786 - -
(b) Rental expenses paid ro
Endless Revenue Sdn. Bhd.,
a company in which a direcror,
Daro” Wei Chuan Beng's spouse is
direcror and major shareholder 144,049 141,206 - -
Key management personnel
compensarion:
- short-rerm employee benefirs 2,290,133 2,190,746 528,180 501,684
- share-based payments 419,667 - 40,375 -

OPERATING SEGMENTS

Operafing segments are prepared in a manner consistent wirh the infernal reporting provided o the Group Executive
Commifree as ifs chief operaring decision maker in order fo allocare resources ro segments and o assess rheir
performance. For management purposes, the Group is organised info business unirs based on their products and
services provided.

The primary segmenr reporfing format is defermined fo be geographical segment as the Group’s risks and rares
of refurn are affecred predominantly by the differences in the countries operared.

As the Group operares primarily in the relecommunicarion business segment, no segment informatrion is prepared
in respect of business segments.
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37. OPERATING SEGMENTS (CONT'D)

Geographical Information

The People’s
The Republic Republic of
Malaysia  of Singapore China Group
RM RM RM RM
2013
Revenue
Exrernal revenue 119,665,496 3,802 22,378,358 142,047,656
Infersegment revenue 23,534,838 - - 23,534,838
143,200,334 3,802 22,378,358 165,582,494
Adjustments and eliminations (23,534,838)
Consolidared revenue 142,047,656
Interest income 457,108 321,431 778,539
Orher marerial irems of income 3,917,749 117,282 4,035,031
Depreciation of property, plant
and equipment (4,037,327) (1,202,098) (5,239,425)
Other marerial irems of expenses (79,810,798) (105,801) (19,453,621) (99,370,220)
Other non-cash expenses (7,259,345) 866 (310,496) (7,568,975)
34,682,606
Finance costs (1,018,867)
Income rax expense (8,501,375)
o)
Consolidared profir affer raxation 25,162,364 @
g
-
Assers -
Segment assefs 136,005,331 17,638 40,879,004 176,902,963 ;%
3
O
Invesrment in associares 22,057,636 <
Deferred rax assefs 3,000,402 5
3
Consolidared roral assets 202,921,001 %
|
Libiliries z
Segment liabiliries 70,606,609 137,048 10,057,025 89,800,682 =
»
Deferred raxation 60,727 g
2
Consolidared roral liabiliries 89,861,409 bS]
w
Other segment items
Additions fo non-current assers
other than financial insfruments:-
- invesrment in associares - quasi loan 2,722,475 - - 2,722,475
- property, plant and equipment 1,201,749 - 449,483 1,651,232
- development costs 047,438 - - 047,438
Amorfisarion of development costs 1,488,717 - 376,924 1,865,641
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37. OPERATING SEGMENTS (CONT'D)

REDTONE INTERNATIONAL BERHAD H ANNUAL REPORT 2013

Geographical Information (Conr'd)

The People’s
The Republic  Republic of
Malaysia  of Singapore China Group
RM RM RM RM
2012
Revenue
Exrernal revenue 80,802,043 13,466 26,160,421 106,975,930
Inrersegment revenue 17,556,712 - - 17,556,712
08,358,755 13,466 26,160,421 124,532,642
Adjustments and eliminarions (17,556,712)
Consolidared revenue 106,975,930
Interest income 276,576 - 484,468 761,044
Orther material items of income 11,076,192 - 191,593 11,267,785
Depreciation of property, plant
and equipment (4,135,864) (450) (1,194,859) (5,331,173)
Other material items of expenses (78,597,345) (132,056) (23,521,715) (102,252,016)
Other non-cash expenses (6,354,318) (6,372) (483,212) (6,843,902)
4,577,668
Finance costs (1,343,567)
Income rax expense (1,374,214)
Consolidared profit after raxarion 1,859,887
Assers
Segment assefs 83,001,748 55,891 33,280,116 116,427,755
Investrment in associares 20,235,161
Deferred tax assers 3,943,366
Consolidared roral assets 140,606,282
Liabilities
Segment liabilifies 41,460,130 213,855 10,907,389 52,581,374
Deferred raxation 106,291
Consolidared roral liabilities 52,687,665
Other segment items
Additions fo non-current assers
orher than financial insrruments:-
- investment in associares - quasi loan 3,733,177 - - 3,733,177
- property, plant and equipment 7,228,138 - 43,337 7,271,475
- development costs 1,005,208 - - 1,005,208
Amortisarion of development costs 2,617,078 - 377,766 2,004 844
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38.

39.

40.

41.

CAPITAL COMMITMENTS
The Group
2013 2012
RM RM
Approved and contracted for:-
Purchase of property, plant and equipment 87,415 4,086,590

OPERATING LEASE COMMITMENTS

The furure minimum lease payments under the non-cancellable operafing leases are as follows:-

The Group
2013 2012
RM RM
Nor more than one year 102,240 320,751
Larer than one year and nof larer than five years 48,552 70,717
240,792 391,468
CONTINGENT LIABILITY
The Group
2013 2012
RM RM
Corporare guaranrees given by subsidiaries ro third parries 16,184,839 5,890,011

FINANCIAL INSTRUMENTS

The Group's acrivifies are exposed fo a variety of marker risks (including foreign currency risk, interesr rare rislk and
equity price risk), credir riskk and liquidity rislk. The Group's overall financial rislk management policy focuses on
the unpredicrability of financial marlkets and seeks fo minimise potential adverse effecrs on the Group’s financial
performance.

(a) Financial Risk Management Policies
The Group's policies in respect of the major areas of freasury activity are as follows:-
(i)  Market Risk
() Foreign Currency Risls
The Group is exposed o foreign currency risk on fransactions and balances thar are denominared
in currencies other than Ringgir Malaysia. The currencies giving rise fo this risk are primarily United

Srares Dollar and Chinese Renminbi. Foreign currency risk is monifrored closely on an ongoing
basis ro ensure thar the ner exposure is ar an acceprable level.
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41.

FINANCIAL INSTRUMENTS (CONT'D)

(a)

Financial Risk Management Policies (Cont'd)

(i)

Market Risk (Cont'd)

@)

Foreign Currency Risls (Conr'd)

The Group's exposure fo foreign currency is as follows:-

United Hong

States  Kong  Singopore Stering  Chinese Ringgit

Dollar  Dollar Dollar Euo  Pound  Renminbi  Molaysia Total
The Group RM RM RM RM RM RM RM RM
2013
Financial assets
Other investments - - - - - - 51472 51472
Trade receivobles 88538 17439 - - 540 7261687 57804765 65271769
Orherreceivables and deposits 2,859,441 463,973 147121 639,948 - 872525 19439804 24422002
Deposirs with licensed banks - - - - - 13513080 17008654 31,512,643
Cash and bank balances 125,084 16,635 7073 - - 3208516 1721936 5,085,244

3073063 498047 154194 630048 5340 24056,717 97,022,721 126,350,000
Financial liabilities
Finance lease payables - - - - - - 402787 402,787
Term loans - - - - - - 105109 1,051,095
Trade payables 281006 64,341 36,459 - - 11415499 11,600,664 25943059
Orher payables and accruals 811,343 200471 32,845 - - 12006178 40,532,794  42876,631
Bank overdrafr - - - - - - 3202721 3292721
3632439 267,812 69,304 - ~ 12711671 57785061 74467193

Net financial (liabiliries)/assers (559.376) 230,235 84890 639048 5340 12245040 39236,760 51,882,837
Less: Net financial (assers)/
liobilifies denominared in the
respective enriies'
funcrional currencies 207181 (232,107) 101 - - (12.245,040) (39,235,659) (51,505,524)
Currency exposure (352,199)  (1,872) 84091 639948 5340 - 1,101 371313
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41. FINANCIAL INSTRUMENTS (CONT'D)
(a) Financial Risk Management Policies (Cont'd)
(i)  Market Risk (Cont’d)
(i) Foreign Currency Risls (Conr'd)

The Group's exposure fo foreign currency is as follows:-

United  Hong

States Kong  Singapore Thai  Stering  Chinese Ringgit

Dollar  Dollar Dollar Baht  Pound  Renminbi  Malaysia Total
The Group RM RM RM RM RM RM RM RM
2012
Financial assets
Orher investmens - - - - - 998,807 50000 1,048,837
Trade receivables 1,000,568 - - 5600 - 1826397 10425172 13287716
Other receivables and deposits 3,002,324 279,639 15,180 14,784 - 027000 20020512 25,218,469
Deposirs wih licensed banks - - - - - 8387714 09136344 17524058
Cosh and bank balances 50000 37,045 44129 — 108921 2577746 1241914 4065764

4141901 316,684 30309 20423 108921 14717724 41,782,942 61,144.904

Financial liabilities

Finance lease payables - - - - - - 831,180 831,180
Hire purchase payables - - - - - - 69,117 69,117
Term loans - - - - - - 2009176 2000176
Trade payables 3,300,676 1,383 68,783 688 —- 2197147 11,593,827  17162,504
Other payables and accruals 010432 186,752 20,665 - - 1471917 14081003 17,279,859
Bonk overdroft - - - - - - 2441485 2441485

3914108 188,135 89448 688 36075064 31925818 39,793 321

Ner financial assers/(liobilifies) 2271793 128,549 (33139) 19735 108921 11042660 9857064 21,351,580
Less: Ner financial (assers)/
liabilities denominared in the

respective enfifies'
funcrional currencies (227793) (128,549) 33,139 - (108921) (11,042,600) (9,857.064) (21,331,848)
Currency exposure - - - 1973 - - - 19735
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41.

FINANCIAL INSTRUMENTS (CONT'D)

(a)

Financial Risk Management Policies (Cont'd)

(i)

Market Risk (Cont'd)

@)

(i)

i)

Foreign Currency Risls (Conr'd)

Foreign currency risk sensiriviry analysis

A 5% strengthening or wealkening would have had immarerial effect on the profit affer raxarion
and equity of the Group. This assumes thar all other variables remain constant.

Interest Rare Rislk

Inferest rare risl< is the risk thar the fair value or furure cash flows of a financial insfrument will
flucruare because of changes in marker inrerest ratres. The Group’s exposure to inreresr rare risk
arises mainly from inferesr-bearing financial assets and liabilities. The Group’s policy is fo obrain
the most favourable interesr rares available. Any surplus funds of the Group will be placed with
licensed financial insrirutions ro generare inferest income.

Informarion relating o the Group’s exposure fo the inferest rate risk of the financial liabilities is
disclosed in Nore 41(a)(iii) to the financial srarements.

Interest rate risk sensitivity analysis

The following rable details the sensifiviry analysis fo a reasonably possible change in the inferesr
rafes as ar the end of the reporfing period, with all other variables held consrant:-

The Group

2013 2012
(Decrease))  (Decrease)/
Increase Increase
RM RM

Effects on profit/(loss) after taxation
Increase of 100 basis points (bp) (32,927) (24,415)
Decrease of 100 bp 32,927 24,415

Effects on equity

Increase of 100 bp (32,927) (24,415)
Decrease of 100 bp 32,927 24,415

Equity Price Rislk

The Group does not have any quotred invesrments and hence, if is nofr exposed fo equity price
risk.
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41. FINANCIAL INSTRUMENTS (CONTD)
(a) Financial Risk Management Policies (Cont'd)
(i) Credit Risk

The Group's exposure fo credir riskk, or the risk of counrerparties defaulfing, arises mainly from trade
and ofher receivables. The Group manages its exposure fo credit rislk by the applicarion of credir
approvals, credir limifs and moniroring procedures on an ongoing basis. For orher financial assers
(including quored investments, cash and bank balances and derivarives), the Group minimises credir
risk by dealing exclusively with high credir raring counrerparties.

The Group establishes an allowance for impairment thar represents irs estimare of incurred losses in
respecr of the frade and orher receivables as appropriare. The main components of this allowance
are a specific loss component thar relares fo individually significant exposures, and a collective loss
component esfablished for groups of similar assefs in respect of losses thar have been incurred bur nof
yer idenfified. Impairment is estimared by management based on prior experience and the current
economic environment.

Credir risk concentration profile

The Group does nor have any major concenrrarion of credif risls relared fo any individual customer or
counterparty.

Exposure ro credif risl<

As rhe Group does not hold any collareral, the maximum exposure fo credir risk is represented by the
carrying amount of the financial assefs as ar the end of rhe reporfing period.

The exposure of credir risk for frade receivables by geographical region is as follows:-

The Group
2013 2012
RM RM
China 7,379,127 1,826,397
Malaysia 57,898,642 11,461,379

05,277,769 13,287,776

Ageing analysis

The ageing analysis of the Group's frade receivables is as follows:-
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Gross Individual Collective Carrying
Amount  Impairment  Impairment Value
The Group RM RM RM RM
2013
Nor past due 55,766,312 - - 55766,312
Past due:-
- less than 3 months 7,510,355 - - 7,510,355
-3 to 6 months 345,509 - - 345,509
- over 6 months 6,325,849 (4,670,256) - 1,655,593

69,948,025 (4,670,256) - 65,277,769
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41.

FINANCIAL INSTRUMENTS (CONT'D)

(a)

Financial Risk Management Policies (Cont'd)

(ii)

(i)

Credit Risk (Cont’d)

Ageing analysis (Cont'd)

Gross Individual Collective Carrying
Amount  Impairment  Impairment Value
The Group RM RM RM RM
2012
Nor past due 5,017,662 - - 5,017,662
Pasr due:-
- less than 3 months 5,357,468 - - 5,357,468
-3 1o 6 months 751,775 - - 751,775
- over 6 months 5,805,522 (3,314,223) (420,428) 2,160,871

17,022,427 (3,314,223) (420,428) 13,287,776

Ar the end of the reporting period, frade receivables thar are individually impaired were those in
significant financial difficulries and have defaulred on payments. These receivables are nor secured
by any collareral or credir enhancement.

The collecrive impairment allowance is derermined based on estimared irrecoverable amounts from
fhe sale of goods, defermined by reference fo pasr default experience.

Trade receivables rhat are past due bur not impaired

The Group believes thar no impairment allowance is necessary in respect of these frade receivables.
They are subsranfially companies with good collection fracls record and no recent history of defaulr.

Trade receivables thar are neither past due nor impaired

A significant porfion of frade receivables thar are neither past due nor impaired are regular customers
fhar have been transacring with the Group. The Groups uses ageing analysis to monifor the credir
qualiry of the frade receivables. Any receivables having significant balances past due, which are
deemed ro have higher credir risks, are monifrored individually.

Liquidity Risk
Liquidity risk arises mainly from general funding and business acfivifies. The Group practises prudent

rislk management by mainraining sufficient cash balances and the availability of funding rhrough
cerrain commifred credir facilities.
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41. FINANCIAL INSTRUMENTS (CONT'D)
(a) Financial Risk Management Policies (Cont'd)
(ii)  Liquidity Risk (Cont'd)
The following rable sefs our the maruriry profile of the financial liabilifies as ar the end of rhe reporfing

period based on confractual undiscounred cash flows (including inferest payments compured using
contracrual rafes or, if floaring, based on the rares ar the end of the reporting period):-

Weighted
Average Contractual
Effective Carrying  Undiscounted Within 1-5 Over 5
Rate Amount Cash Flows 1 Year Years Years
The Group % Rm Rm Rm Rm Rm
2013
Finance lease payables 3.9 402,787 482,617 123,221 359,396 -
Hire purchase payables 3.0 - - - - -
Term loans 495 1,951,995 2,532,843 157,032 628,128 1,747,683
Trade payables - 25043059  25943,059 25043,059 - -
Other payables and
accruals - 42,876,631 42,876,631 42,876,631 - -
Banlk overdraft 71 3,292,721 3,292,721 3,292,721 - -
74,467,193 75,127,871 72,392,664 987524 1,747,683
2012
Finance lease payables 3.9 831,180 069 571 486,954 482,617 - @
Hire purchase payables 30 69,117 79,505 30,780 48,725 - o)
Term loans 495 2,009,176 2,689,464 157,008 628,032 1,004,424 z
Trade payables - 17,162,504 17162504 17,162,504 - - z
Other payables and 3
accruals - 17,279,859 17279859 17,279,859 - - ﬁ
Banlk overdraft 71 2,441,485 2,441,485 2,441,485 - - (2
>
39,793,321 40,622,388 37,558,590 1,159,374 1,004,424 -
=
>
O
The Company [ |
>
2013 Z
c
=
Other payables and z
accruals - 10,204,357 10,204,357 10,204,357 - - 3
=
0
=
2012 o
Orher payables and

accruals - 47,825,243 47,825,243 47,825,243 - -
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Notes to the Financial Starements

for the financial year ended 31 May 2013

41.

FINANCIAL INSTRUMENTS (CONT'D)

(b)

Capital Risk Management

The Group manages its capital fo ensure thar enfities within the Group will be able to maintain an opfimal
capiral sfrucrure so as fo support their businesses and maximise shareholders’ value. To achieve rhis objecrive,
the Group may malse adjusrments ro the capiral sfructure in view of changes in economic condifions, such
as adjusting the amount of dividend payment, refurning of capiral fo shareholders or issuing new shares.

The Group manages ifs capiral based on debr-fo-equity rario. The Group’s strafegies were unchanged from
the previous financial year. The debr-fo-equity rafio is calculared as nef debr divided by roral equity. Nef debr

is calculared as borrowings plus frade and ofher payables less cash and cash equivalents.

The debr-to-equity ratio of the Group as ar the end of the reporfing period was as follows:-

The Group

2013 2012

RM RM

Hire purchase payables - 69,117
Finance lease payables 402,787 831,180
Term loans 1,951,095 2,009,176
Trade payables 25,043,059 17,162,504
Orther payables and accruals 42,876,631 17,279,859
Bank overdraft 3,292,721 2,441,485

74,467 193 39,793,321

Less: Deposits with licensed banks (31,512,643) (17,524,058)
Less: Cash and bank balances (5,085,244) (4,065,764)
Ner debr 37,869,306 18,203,499
Toral equity 113,059,592 87,918,617
Debr-ro-equity rafio 0.335 0.207

Under the requirement of Bursa Malaysia Guidance Nore No. 3/2006, the Company is required to maintain
its shareholders’ equity equal fo or not less than rhe 25% of the issued and paid-up share capital (excluding
treasury shares) of the Company. The Company has complied wirh this requirement.
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Notes to the Financial Starements

for the financial year ended 31 May 2013

41. FINANCIAL INSTRUMENTS (CONT'D)

(c) Classification Of Financial Instruments

The Group The Company
2013 2012 2013 2012
RM RM RM RM
Financial assets
Available-forsale financial assets
Orher invesrments 51,472 1,048,837 - -
Loans and receivables financial assets
Trade receivables 65,277,769 13,287,776 - -
Other receivables and deposits 24,422,902 25,218,469 35,056,108 44,876,909
Deposits with licensed banls 31,512,643 17,524,058 - -
Cash and bank balances 5,085,244 4,065,764 554,278 255,996
126,298,558 60,096,067 35,610,386 45,132,905
Financial liabilities
Orther financial liabilities
Finance lease payables 402,787 831,180 - -
Hire purchase payables - 69,117 - -
Term loans 1,051,995 2,009,176 - -
Trade payables 25,943,059 17,162,504 — —
Orher payables and accruals 42,876,631 17,279,859 10,204,357 47,825,243
Bank overdraft 3,292,721 2,441,485 - -
74,467,193 39,793,321 10,204,357 47,825,243

(d) Fair Values Of Financial Instruments

The carrying amounts of the financial assefs and financial liabilities reported in the financial starements
approximared their fair values except for the following:-

C10OC 1YOdId TVNINNY B dVHYIC TVYNOILYNYILINI INOLdTY

2013 2012
Carrying Fair Carrying Fair
Amount Value Amount Value
RM RM RM RM
The Group
Orher investments - unquoted shares 50,000 * 50,000 *
* The fair value cannort be reliably measured using valuation rechniques due ro fhe lacls of marlkerabiliry

of the shares.
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Notes to the Financial Starements

for the financial year ended 31 May 2013

41.

42.

FINANCIAL INSTRUMENTS (CONT'D)

(d)

(e)

Fair Values Of Financial Instruments (Cont’d)
The following summarises the merhods used ro defermine rhe fair values of rhe financial insfruments:-

(i) The financial assefs and financial liabilities maruring within the nexr 12 months approximated rheir
fair values due ro the relarively shorf-rerm maruriry of the financial insrruments.

(i) The fairvalues of the finance lease payables and hire purchase payables are determined by discounfing
fhe relevant cash flows using currenr inrerest rares for similar instruments as ar the end of rhe reporfing
period.

(i) The carrying amounts of the rerm loans approximared fheir fair values as these insfruments bear
inrerest ar variable rares.

Fair Value Hierarchy

As ar 31 May 2013, there were no financial instruments carried ar fair values.

SIGNIFICANT EVENTS DURING THE REPORTING PERIOD

The significanr evenrs during the financial year are as follows:-

Q)

b)

Q)

d

e)

1))

Q)

On 7 June 2012, the Company sold the remaining 20 ordinary shares of ”M1.00 each, represenfing 20%
of the roral paid up capiral of RMM ro CCSB Consulting Sdn Bhd for a foral consideration of R’M1.00.

On 12 June 2012, the Company announced rhar its wholly owned subsidiary, RTT and Mobile Money
Infernational Sdn Bhd ("Mobile Money") execured a Supplemental Lefrer of Agreemenr ("SAA") fo revise
fhe rerms of rhe considerarion payable by Mobile Money o RTT, for the assignment by RTT of ifs infellecrual
property rights, in respect of the Licensed Soffware as stared in the assignment agreement dared 28 March
20006. The SAA is conditional upon a resolution being passed by rhe shareholders.

On 13 July 2012, the Company announced that its wholly owned subsidiary, RM had enrered info a Nerworls
Sharing and Alliance Agreement wirh Maxis Broadband Sdn Bhd ("Maxis”) in relafion fo infrasfructure sharing
and alliance on the 2600Mhz spectrum ("LTE Spectrum”). This alliance is in line with the Government's call
fo maximise rhe usage of scarce spectrum resource by combining the respecrive blocls of LTE Spectrum fo
roll our the fastesr mobile broadband service using the laresr LTE rechnology. Maxis will also provide to RM
cerfain mobile relecommunicarion service fraffic capacity on a wholesale basis.

On 9 November 2012, the Company announced fthat its wholly owned subsidiary, RM received a letter of
award from Malaysia Commmunicarions and Mulfimedia Commission ("MCMC") dared 8 November 2012 ro
build, operare and mainfain Radio Access Networls infrastructure in the rural areas of Sabah as part of MCMC's
Time 3 program.

On 16 November 2012, the Company announced thar ifs wholly owned subsidiary, RTT revised the 28 March
2006 assignment consideration of its infellectual property rights of the licensed soffware ro Mobile Money
Inrernarional Sdn Bhd ro RM3,500,000.00.

On 6 December 2012, the Company announced that its wholly-owned subsidiary, RM received a letter from
MCMC dared 5 December 2012 informing RM rhar the Frequency Division Duplex spectrum band from 2500
MHz ro 2510 MHz paired with 2620 MHz ro 2630 MHz has been allocared ro RM for the purpose of providing
Mobile Broadband Wireless Access services.

On 29 May 2013, the Company enfered info a Share Sale Agreement with D.Y.M.M Sulran Ibrahim Ismail lbni
Almarhum Sulran Mahmud Iskkandar Al-Haj ("D.Y.M.M. Sulran lbrahim”) for rhe divestment of 315,000 ordinary
shares of R’M1.00 each, representing 21% of the foral paid-up capiral of irs subsidiary, REDrone Networls Sdn
Bhd ("RN"), ro D.Y.M.M. Sulran Ibrahim for a foral cash considerarion of RM315,000.00 ("Divesrment™). Upon
completion of the divesrment, RN became a 49% associared company of the Group.
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Notes to the Financial Starements

for the financial year ended 31 May 2013

43. SIGNIFICANT EVENTS OCCURRING AFTER THE REPORTING PERIOD
The significant evenrs occurring affer the reporfing period are as follows:-

a  On 29 July 2013, the Company acquired the remaining 50% of the issued and paid-up share capiral of
Meridianorch Sdn Bhd ("MSD”) from TSM Global Berhad. Upon complefion of the acquisifion, MSD became
a wholly owned subsidiary of the Company.

b)  The Direcrors declared and approved on 30 July 2013, an inferim rax exempr dividend of 1.5 sen per
ordinary share payable on 31 Ocrober 2013 in respect of financial year ended 31 May 2013. The financial
srarements for the currenr financial year do nor reflecr rhis inrerim rax exempr dividend. Such dividend will
be accounred for in the shareholders’ equity as an appropriation of rerained profirs in the nexr financial year
ending 31 May 2014.

44. SUPPLEMENTARY INFORMATION — DISCLOSURE OF REALISED AND UNREALISED PROFITS/(LOSSES)

The brealkkdown of the refained profits/(accumulared losses) of the Group and of the Company as ar the end of
the reporfing period into realised and unrealised profits/(losses) are presented in accordance with the direcrive
issued by Bursa Malaysia Securities Berhad and prepared in accordance with Guidance on Special Marfrer No. 1,
Determinarion of Realised and Unrealised Profifs or Losses in the Conrexr of Disclosure Pursuant ro Bursa Malaysia
Securities Berhad Listing Requirements, as issued by the Malaysian Insfiture of Accounrants, as follows:-

The Group The Company
2013 2012 2013 2012
RM RM RM RM
Toral refained profirs/(accumulared losses):
realised 67,808,304 59,855,398 17,362,638  (10,779,056)
- unrealised (3,429,259) (3,860,633) - -

64,379,045 55,004,765 17,362,638  (10,779,056)
Toral share of accumulared losses
of associares:
- realised (2,097,570)  (1,256,315) - -

62,281,475 54,738,450 17,362,638  (10,779,056)
Less: Consolidation adjustrments (46,037,264) (63,585,652) - -

16,244,211 (8,847,202) 17,362,638  (10,779,056)

C10OC 1YOdId TVNINNY B dVHYIC TVYNOILYNYILINI INOLdTY
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List of Properties

Beneficial owner/
Location

RTC/

Unir No: T18/6F/BCOA (12),

Storey: 6th, Plaza KLH
Business Cenfre comprised
in HS(M) 24969 PT 35937,
Mulkim and District of
Peraling, Srare of Selangor

RTC/

Unir No: T19/6F/BC6B (13),
Storey: 6th, Plaza KLH
Business Cenfre comprised
in HS(M) 24969 PT 35937,
Mulkim and District of
Peraling, Srare of Selangor

RTC/

Unir No: T27/6F/BC6C (14),
Storey: 6th, Plaza KLH
Business Cenfre comprised
in HS(M) 24969 PT 35937,
Mulkim and District of
Peraling, Srare of Selangor

RTC/

Unir No: T32/6F/BC7A (16),

Storey: 6th, Plaza KLH
Business Cenfre comprised
in HS(M) 24969 PT 35937,
Mulkim and District of
Peraling, Srare of Selangor

RTC/

Unir No: 26

Storey: 2nd, Pusar
Perdagangan 1Ol
Bandar Puchong Jaya,
Puchong,

Selangor Darul Ehsan

RTC/

Unir No: 27

Storey: 2nd, Pusar
Perdagangan 1Ol
Bandar Puchong Jaya,
Puchong,

Selangor Darul Ehsan

Description/
Existing
Use

Office/
Vacanf

Office/
Vacanf

Office/
Vacanf

Office/
Vacanf

Office/
Occupied

Office/
Occupied

Land/
Built-Up
Area
(sq.
meters)

N/AY
89.37
square
meters

N/A/
93.92
square
mefers

N/A/
113.90
square
metfers

N/A/
116.78
square
metfers

N/A/
136.29
square
metfers

N/A/
321.63
square
metfers

Tenure
Leasehold/
Freehold

Leasehold
Q9 vears
expiring on
22.11.2094

Leasehold
QQ years
expiring on
22.11.2094

Leasehold
QQ years
expiring on
22.11.2094

Leasehold
Q9 years
expiring on
22.11.2094

Freehold

Freehold

Approx.
Age of
Building
(Yrs)

14

Fair Value
as af
31 May 2013

RM 115,060.38

M 120,920.93

RM 146,639.30

M 149,029.40

RM 296,457.12

M 870,000

Date of
Valuation/
Effective
Year of
Purchase

N/A/
10 Feb 19099

N/A/
10 Feb 1909

N/A/
10 Feb 1909

N/A/
10 Feb 1999

N/A/
1 Mar 2005

30 April
2009/
1 Mar 2005
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Lisr of Properties

Beneficial owner/
Location

RTC/

Unir No: 26 & 27
Storey: 3rd, Pusar
Perdagangan 101
Bandar Puchong Jaya,
Puchong,

Selangor Darul Ehsan

RTC/

Unir No: 23

Storey: 4th, Pusar
Perdagangan 10!
Bandar Puchong Jaya,
Puchong,

Selangor Darul Ehsan

RTC/

Unir No: 24

Storey: 4th, Pusar
Perdagangan 10!
Bandar Puchong Jaya,
Puchong,

Selangor Darul Ehsan

RTC/

Unir No: 24, 25, 26, 27,

28,29 & 30

Storey: 5th, Pusar
Perdagangan 1Ol
Bandar Puchong Jaya,
Puchong,

Selangor Darul Ehsan

RTC/

Unir No: 28

Storey: 6th, Pusar
Perdagangan 1Ol
Bandar Puchong Jaya,
Puchong,

Selangor Darul Ehsan

Description/
Existing
Use

Office/
Occupied

Office/
Occupied

Office/
Occupied

Office/
Occupied

Office/
Occupied

Land/
Built-Up
Area
(sq.
meters)

N/AY
457.92
square
meters

N/AY
119.66
square
meters

N/AY
145 .49
square
meters

N/A/
1,143
square
metfers

N/A/
142.14
square
meters

Tenure
Leasehold/
Freehold

Freehold

Freehold

Freehold

Freehold

Freehold

Approx.
Age of Fair Value
Building as aof

(Yrs) 31 May 2012

15 RM

1,209,345.67

15 RM228,139.08

15 RM 287,010

15 M
2,037,619.50

15 RM287,721.83

Date of
Valuation/
Effective
Year of
Purchase

N/A/
16 Feb 2009

N/A/
28 Mar 2005

N/A/
21 Jun 2005

N/A/
29 Mar 2004

N/A/
7 July 2005

C10OC 1YOdId TVNINNY B dVHYIC TVYNOILYNYILINI INOLdTY
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Analysis of Shareholdings

as ar 11 Ocrober 2013

Aurhorised share capiral : ~RM100,000,000.00
Issued and paid-up share capiral RM 50,578,672 .50 (excluding 10,000 Treasury Shares of RMO.10 each)
Class of Shares : Ordinary shares of RM0O.10 each
Voring rights : One (1) vote per ordinary share

No. of % of Total No. of % of
Size of shareholdings Shareholders  Shareholders Shares Held Issued Capital
1 — Q9 shares 158 3.239 6,713 0.001
100 — 1,000 shares 245 5.022 151,026 0.030
1,001 — 10,000 shares 2,568 52.644 14,026,426 2773
10,001 — 100,000 shares 1,651 33.846 53,164,915 10.511
100,001 - 25,289,335 shares 253 5187 257,637,645 50.938
25,289,336 and above of shares 3 0.062 180,800,000 35.747
TOTAL 4878 100.000 505,786,725# 100.000
# less 10,000 shares bought back and refained as treasury shares

THIRTY (30) LARGEST SHAREHOLDERS
(without aggregating securities from different securities accounts belonging to the same person)

No. of % of

No. Name Shares Held Issued Capital

1 INTER-PACIFIC EQUITY NOMINEES (TEMPATAN) SDN BHD 93,602,291 18.506
INTER-PACIFIC MANAGEMENT SDN BHD FOR INDAH PUSAKA SDN BHD

2 INTER-PACIFIC EQUITY NOMINEES (TEMPATAN) SDN BHD 49,397,709 Q.766
PLEDGED SECURITIES ACCOUNT FOR INDAH PUSAKA SDN BHD

3 RHB NOMINEES (TEMPATAN) SDN BHD 37,800,000 7.473
PLEDGED SECURITIES ACCOUNT FOR WARISAN JUTAMAS SDN. BHD.

4 SELAT MAKMUR SDN BHD 19,200,000 3.796

5 BERJAYA SOMPO INSURANCE BERHAD 19,175,800 3.791

6 INTER-PACIFIC EQUITY NOMINEES (TEMPATAN) SDN BHD 18,000,000 3.558
PLEDGED SECURITIES ACCOUNT FOR LYE EK SEANG

7 INTER-PACIFIC EQUITY NOMINEES (ASING) SDN BHD 17,300,000 3.420
BERJAYA PHILIPPINES INC

8 INTER-PACIFIC EQUITY NOMINEES (TEMPATAN) SDN BHD 15,201,456 3.005
PLEDGED SECURITIES ACCOUNT FOR WEI CHUAN BENG

9 INTER-PACIFIC EQUITY NOMINEES (TEMPATAN) SDN BHD 15,000,000 2.965
PLEDGED SECURITIES ACCOUNT FOR ARSAM BIN DAMIS

10 RHB NOMINEES (TEMPATAN) SDN BHD 13,300,000 2.629
PLEDGED SECURITIES ACCOUNT FOR INDAH PUSAKA SDN BHD

11 MAYBANK NOMINEES (TEMPATAN) SDN BHD 8,130,000 1.607

PLEDGED SECURITIES ACCOUNT FOR WEI CHUAN BENG
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Analysis of Shareholdings

as ar 11 Ocrober 2013

THIRTY (30) LARGEST SHAREHOLDERS (CONTD)
(without aggregating securities from different securities accounts belonging to the same person)

No. of % of
No. Name Shares Held Issued Capital
12 VINCENT TAN CHEE YIOUN 7,000,000 1.383
13 HSBC NOMINEES (ASING) SDN BHD 6,500,000 1.285
EXEMPT AN FOR THE BANK OF NEW YORK MELLON SA/NV
14 CIMSEC NOMINEES (ASING) SDN BHD 6,100,000 1.206
BANK OF SINGAPORE LTD FOR GLOBAL HEIGHTS GROUP LTD
15 HSBC NOMINEES (ASING) SDN BHD 6,000,000 1.186
HSBC-FS FOR NTASIAN DISCOVERY MASTER FUND
16 CIMSEC NOMINEES (TEMPATAN) SDN BHD 5,630,000 1.113
CIMB BANK FOR PHANG MIOW SIN
17 LAU BIK SOON 5,216,600 1.031
18  CHOO YEH FUNG 4,000,000 0.790
19 UOBM NOMINEES (ASING) SDN BHD 3,817,700 0.754
EXEMPT AN FOR SOCIETE GENERALE BANK & TRUST, SINGAPORE BRANCH
20 INTER-PACIFIC EQUITY NOMINEES (TEMPATAN) SDN BHD 3,300,000 0.652
PLEDGED SECURITIES ACCOUNT FOR FABULOUS CHANNEL SDN BHD
o)
21 CIMB GROUP NOMINEES (TEMPATAN) SDN BHD 3,000,000 0.593 (9)
PLEDGED SECURITIES ACCOUNT FOR PRIME CREDIT LEASING SDN BHD Z
z
22 INTER-PACIFIC EQUITY NOMINEES (TEMPATAN) SDN BHD 3,000,000 0.593 @
PLEDGED SECURITIES ACCOUNT FOR JUARA SEJATI SDN BHD §
O
23 CIMSEC NOMINEES (ASING) SDN BHD 2,500,000 0.494 §
PLEDGED SECURITIES ACCOUNT FOR NOBLE PLAN SDN BHD =
o)
I
24 TIEW MING CHING 2,462,341 0.486 5
| |
25 PUBLIC NOMINEES (TEMPATAN) SDN BHD 2,190,300 0.433 >
PLEDGED SECURITIES ACCOUNT FOR MAH LILY z
>
26 LEE ENG HOCK & CO. SENDIRIAN BERHAD 2,100,000 0415 @
O
27  HLIB NOMINEES (TEMPATAN) SDN BHD 1,888,900 0.373 5
HONG LEONG BANK BHD FOR NG KAM LOONG g
28  CIMB GROUP NOMINEES (TEMPATAN) SDN BHD 1,832,200 0.362
CIMB COMMERCE TRUSTEE BERHAD FOR TA GROWTH FUND
29 SYED ALWI BIN SYED ABBAS AL-HABSHEE 1,527,000 0.301

30  TAY KOO HUI 1,220,000 0.241
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Analysis of Shareholdings

as ar 11 Ocrober 2013

SUBSTANTIAL SHAREHOLDERS

No. of Shares Held

No Name Direct % Indirect %
1 Indah Pusalka Sdn Bhd 156,300,000 30.9 - -
2 Tema Juara Sdn Bhd - - 156,300,000 30.9
3 Darul Seri Syed Ali Bin Tan Sri Syed

Abbas Al Habshee - — 156,300,000 @ 30.9
4 Zurainah Binfi Musa - - 156,300,000 @ 30.9
5 Warisan Juramas Sdn Bhd 37,800,000 7.47 - -
6 Mohamed Shah bin Kadir - - 37,800,000 @ 7.47
7 Abdul Karim bin Abdul Kadir - - 37,800,000 @ 7.47
8 Daro” Wei Chuan Beng 23,614,456 4.67 4,000,000 @ 0.79
9 Juara Sejari Sdn Bhd 3,825,000 0.76 58,675,800 @ 11.6
10  Teras Mewah Sdn Bhd - - 36,500,000 © 7.22
11 Berjaya Land Berhad - - 36,500,000 @ 7.22
12 Berjaya Group Berhad - - 62,500,800 ® 12.36
13  Berjaya Corporation Berhad - - 62,500,800 @ 12.36
14 Tan Sri Daro’ Seri Vincenr Tan Chee Yioun 7,000,000 1.38 62,500,80049 12.36
Notes:

1. Deemed interested by virtue of its interest in Indah Pusalka 5dn. Bhd pursuant to Section 6A of the Companies Act,
1965 ("the Acr”)

2. Deemed interested by virtue of their inferesr in Indah Pusalka S5dn Bhd via Temna Juara 50n Bhd pursuant ro Section
OA of the Act.

3 Deemed inrerested by virtue of their interest in Warisan Jutamas Sdn Bhd pursuant to Section 6A of the Act.

4. Deemed interested by virtue of interest held by his spouse.

5 Deemed interested by virtue of its (i) deemed interest in Berjaya Capiral Berhad, the holding company of Berjaya
Sompo Insurance Berhad and Prime Credir Leasing 50n Bhd: and (ii) interest in Berjaya Land Berhad, the holding
company of Selar Malsmur S5on Bhd and inrermediare holding company of Berjaya Philippines Inc.

6. Deemed interested by virtue of ifs interest in Selar Malksmur Son Bhd and Berjaya Land Berhad, the intermediate
holding company of Berjaya Philippines Inc..

/. Deemed interested by virtue of its interest in Selat Malsmur 5dn Bhd and Berjaya Sports Toro Berhad, the holding
company of Berjaya Philippines Inc..

8. Deemed interested by virtue of its interest in (i) Juara Sejati San Bhd, Berjaya Sompo Insurance Berhad and Prime
Credir Leasing San. Bhd:.and (i) deemed interest in Berjaya Land Berhad. the holding company of Selar Makmur
Scn. Bhd and inrermediate holding company of Berjaya Philippines Inc.

Q Deemed interested by virtue of ifs interest in Berjaya Group Berhad

10.  Deemed interested by virtue of his interest in Berjaya Corporation Berhad.



Analysis Of 2.75% 10-Year Irredeemable Convertible
Unsecured Loan Stocks 2010/2020 (ICULS) Holdings

as ar 11 Ocrober 2013

Nominal Amount of ICULS : ~RM21,237,203.50

Conversion Price : RMO.25 per ordinary share of RM0.10 each

Conversion Period : 4 March 2010 ro 4 March 2020

Redeemability : Nor redeemable for cash. All outstanding ICULS will be mandatorily converred
info new ordinary shares of RMO.10 each on the Marurity Dare ar the Conversion
Price

Coupon Rare : 2.75% per annum calculared on the nominal value of rhe ICULS payable

annually in arrears during the 10 years on the ICULS remaining ourstanding.
The last coupon payment shall be made on the Marurity Dare.
ICULS converred during the

year ended 31 May 2013 : 9,622,150
No. of % of Total % of

Size of ICULS holdings ICULS Holders  ICULS Holders No. of ICULS ICULS

1 - 99 ICULS 22 2.261 953 0.001

100 — 1,000 ICULS 32 3.289 13,149 0.006

1,001 — 10,000 ICULS 452 46.454 2,424,792 1.142

10,001 — 100,000 ICULS 411 42.240 13,398,650 6.309

100,001 - 10,618,600 of ICULS 51 5.242 23,176,400 10.913

10,618,601 and above of ICULS 5 0.514 173,358,091 81.629

TOTAL Q73 100.00 212,372,035 100.00

THIRTY (30) LARGEST ICULS HOLDERS

(As per Record of Depositors)

No. Name No. of ICULS Held % of ICULS z
O
=

1 INTER-PACIFIC EQUITY NOMINEES (ASING) SDN BHD 81,330,000 38.2906 %

BERJAYA PHILIPPINES INC z
=

2 INTER-PACIFIC EQUITY NOMINEES (TEMPATAN) SDN BHD 30,000,000 14.126 §

PLEDGED SECURITIES ACCOUNT FOR INDAH PUSAKA SDN BHD (2
>

3 INTER-PACIFIC EQUITY NOMINEES (TEMPATAN) SDN BHD 23,602,291 11.113 2

INTER-PACIFIC MANAGEMENT SDN BHD FOR INDAH PUSAKA SDN BHD §
O

4 BERJAYA SOMPO INSURANCE BERHAD 19,225,800 9.052 |
>

5 SELAT MAKMUR SDN BHD 19,200,000 9.040 %
>

6 JUARA SEJATI SDN BHD 3,825,000 1.801 @
O

7 CIMB GROUP NOMINEES (TEMPATAN) SDN BHD 3,000,000 1.412 5

PLEDGED SECURITIES ACCOUNT FOR PRIME CREDIT LEASING SDN BHD %

8 LEE ENG HOCK & CO. SENDIRIAN BERHAD 2,900,000 1.365

9 OOl SOW TECK @ OOI SOON TEIK 1,552,000 0.730

10 INTER-PACIFIC EQUITY NOMINEES (TEMPATAN) SDN BHD 1,500,000 0.706

PLEDGED SECURITIES ACCOUNT FOR FABULOUS CHANNEL SDN BHD

11 LIM CHOONG KONG 750,000 0.353
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Analysis Of 2.75% 10-Year Irredeemable Convertible
Unsecured Loan Stoclks 2010/2020 (ICULS) Holdings

as ar 11 Ocrober 2013

THIRTY (30) LARGEST ICULS HOLDERS (CONTD)
(As per Record of Depositors)

No. Name No. of ICULS Held

12 INTER-PACIFIC EQUITY NOMINEES (TEMPATAN) SDN BHD 550,000
PLEDGED SECURITIES ACCOUNT FOR LYE EK SEANG

13  LAU BIK SOON 511,900

14 YEO KHEE HUAT 500,000

15 CIMSEC NOMINEES (TEMPATAN) SDN BHD 436,000
CIMB BANK FOR WONG KING HU

16 CIMSEC NOMINEES (TEMPATAN) SDN BHD 340,000
PLEDGED SECURITIES ACCOUNT FOR LIM PENG @ LIM PANG TUN

17  ALLIANCEGROUP NOMINEES (TEMPATAN) SDN BHD 300,000
PLEDGED SECURITIES ACCOUNT FOR JANICE LOW SU-LYN

18  CHEONG KAl KEE 300,000

19 INTER-PACIFIC EQUITY NOMINEES (TEMPATAN) SDN BHD 300,000
PLEDGED SECURITIES ACCOUNT FOR ARSAM BIN DAMIS

20  K.B. LOH SDN BHD 300,000

21 T CHOLDINGS SENDIRIAN BERHAD 300,000

22 MAYBANK NOMINEES (TEMPATAN) SDN BHD 283,000
PLEDGED SECURITIES ACCOUNT FOR WEI CHUAN BENG

23  WONG SIEW FOON 271,700

24  TAN AH WENG @ TANG AH BAH 250,000

25  WONG KAM CHAU 250,000

26 PEH SEW CHONG 233,700

27  AFFIN NOMINEES (TEMPATAN) SDN BHD 207,500
PLEDGED SECURITIES ACCOUNT FOR LEE HENG CHAN

28  LEONG MEE WAH 200,000

29 LIW KHIW @ LIEW SEE KIEW 200,000

30  MAYBANK NOMINEES (TEMPATAN) SDN BHD 200,000

PLEDGED SECURITIES ACCOUNT FOR LIM THEAN SHIANG

% of ICULS

0.258

0.241

0.235

0.205

0.160

0.141

0.141

0.141

0.141

0.141

0.133

0.127

0.117

0.117

0.110

0.097

0.094

0.094

0.094
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Analysis of Warrant Holdings

as ar 11 Ocrober 2013

No. of Warranr 2010/2015 : 158,601,434

Exercise Price : RMO.25 per ordinary share of RM0.10 each

Exercise Rights : Each Warrant enrifles the holder o subscribe for one new ordinary share of
RMO.10 each

Exercise Period . 4 March 2010 ro 4 March 2015

No. of Warranrs exercised
during the year ended

31 May 2013 . 4,000
No. of % of Total No of % of
Size of Warrant holdings Warrant Holders Warrant Holders Warrants Warrants
1 — 99 Warrants 228 11.507 10,721 0.007
100 - 1,000 Warrants &4 4273 54,112 0.034
1,001 — 10,000 Warrants 784 39.878 4,297,140 2.709
10,001 — 100,000 Warrants 699 35.554 26,377,530 16.631
100,001 7,930,070 Warrants 169 8.596 87,894,916 55.419
7,930,071 and above of Warrants 2 0.102 39,067,015 25.200
TOTAL 1,966 100.00 158,601,434 100.00
THIRTY (30) LARGEST WARRANT HOLDERS
(As per Record of Depositors)
No. Name No. of Warrants Held % of Warrants
1 INTER-PACIFIC EQUITY NOMINEES (TEMPATAN) SDN BHD 20,000,000 12.610
PLEDGED SECURITIES ACCOUNT FOR INDAH PUSAKA SDN BHD z
O
9
2 INDAH PUSAKA SDN BHD 19,067,015 12.589 %
z
3 BERJAYA SOMPO INSURANCE BERHAD 7,690,320 4.848 ﬁ
Z
>
4 SELAT MAKMUR SDN BHD 7,680,000 4.842 5
Z
>
5 HSBC NOMINEES (ASING) SDN BHD 6,000,000 3.783 =
HSBC-FS FOR NTASIAN DISCOVERY MASTER FUND Z
>
O
6 WARISAN JUTAMAS SDN.BHD 3,900,000 2.458 [ ]
>
7 LEONG HON WAH 2,350,000 1.481 z
>
8 CHO KAM CHOONG 2,200,000 1.387 %
O
Q TAN YEE KONG 1,870,000 1.179 5
(@)
10 LEE KIM SENG 1,840,000 1.160 “
11 INTER-PACIFIC EQUITY NOMINEES (TEMPATAN) SDN BHD 1,800,000 1.134

PLEDGED SECURITIES ACCOUNT FOR LYE EK SEANG
12 TAN YEE SENG 1,700,000 1.071

13 JUARA SEJATI SDN BHD 1,530,000 0.964
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Analysis of Warrant Holdings

as ar 11 Ocrober 2013

THIRTY (30) LARGEST WARRANT HOLDERS (CONT'D)
(As per Record of Depositors)

No.

20

21

22

23

24

25

26

27

28

29

30

Name

INTER-PACIFIC EQUITY NOMINEES (TEMPATAN) SDN BHD
INTER-PACIFIC MANAGEMENT SDN BHD FOR INDAH PUSAKA SDN BHD

YAP TECK LONG

CIMB GROUP NOMINEES (TEMPATAN) SDN BHD
PLEDGED SECURITIES ACCOUNT FOR PRIME CREDIT LEASING SDN BHD

LEE ENG HOCK & CO. SENDIRIAN BERHAD

CIMSEC NOMINEES (TEMPATAN) SDN BHD
PLEDGED SECURITIES ACCOUNT FOR NGIENG SII JIANG

SAW GUAT NGOH

LIM KAM YOKE

LAM PUN YING

CHO CHOOI LAN

OOI SOW TECK @ OOI SOON TEIK
ARSAM BIN DAMIS

YEE TENG FENG

HLIB NOMINEES (TEMPATAN) SDN BHD
HONG LEONG BANK BHD FOR NG KAM LOONG

TAN KAl YUAN

MAYBANK NOMINEES (TEMPATAN) SDN BHD
YAW CHEE HOU

TAY HOCK TIAM

TAY KOO HUI

No. of Warrants Held

1,440,916

1,323,500

1,200,000

1,160,000

1,120,000

1,095,000
@80,000
880,000
810,000
801,000
800,000
800,000

793,700

730,000

779,500

700,000

700,000

% of Warrants

0.908

0.834

0.756

0.731

0.706

0.690

0.617

0.554

0.510

0.505

0.504

0.504

0.500

0.498

0.491

0.441

0.441
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FORM OF PROXY

(before completing rhis Form of Proxy, please refer ro the nores below)

REDtONE

REDTONE INTERNATIONAL BERHAD
(Company No. 596364-U)
(Incorporared in Malaysia)

No. of Shares held

..................................................................................................................... Tel No. .

(FULL NAME IN BLOCK LETTERS & NRIC NO. & TELEPHONE NO.)

(FULL ADDRESS)

being a member of REDtone International Berhad (“the Company”), hereby appoint ...

(FULL ADDRESS)

as my/our proxy fo affend and vore for me/us on my/our behalf af rthe Elevenrh Annual General Meeting of the Company to be
held ar Langlkawi Room, Bukir Jalil Golf & Country Resort, Jalan Jalil Perkasa 3, Bukir Jalil, 57000 Kuala Lumpur on Tuesday,
26 November 2013 ar 11.00 a.m. and ar any adjournment rhereof:

ORDINARY RESOLUTION FOR AGAINST

1.

Audired Financial Starements for the financial year ended 31 May 2013 rogerher with
the Reports of the Directors and Auditors thereon.

2. | Paymenr of Directors’ fees.

3 To re-elecr Daruk Seri Syed Ali Bin Tan Sri Syed Abbas Al Habshee as Direcror of the
Company.

4. | To re-elecr Jagdish Singh Dhaliwal as Director of the Company.

5. To re-appoint Messrs Crowe Horwarh as Audirors.

6. To rerain Mathew Thomas A/L Vargis Mathews as an Independent Non-Executive Director
of the Company.

7. Aurhority o Issue Shares pursuant ro Section 132D of the Companies Acr, 1965.

8. Proposed Share Buy-Back

SPECIAL RESOLUTION

1.

Proposed Amendments ro the Arricles of Associarion of the Company

Please indicare with an “"X" in rhe space provided wherther you wish your vores ro be cast for or against rthe resolufion. Unless
voring insfructions are indicared in the space above, your proxy will vote or absrain from voring as he/she rhinks fir.

Dared this.............ooo day of .« 2013

)

1

V)

V)

Vi)

20

A member of the Company entitled ro attrend and vore ar the above meeting is entirled ro appoint nor more than rwo (2) proxies ro attend
and vore ar the same meeting and the appointment shall be invalid unless he specifies the proportions of his holdings ro be represented
by each proxy.

A proxy may bur need nor be a Member of the Company, an advocare, an approved company audiror or a person approved by the
Registrar of Companies, and the provision of Section 149(1)(b) of the Companies Act, 1965 shall nor apply ro the Company.

The instrument appointing a proxy shall be in writing under the hand of the appointer or of his atforney aurhorised in writing or, if the
appointer is a corporation, either under the corporation’s common seal or under the hand of an officer or arrorney duly authorised.

Where a member is an authorised nominee as defined under rhe Securities Industry (Central Deposirories) Act 1991, it may appoint one
(1) proxy in respect of each Securities Account it holds with ordinary shares of the Company sranding ro rhe credir of the said Securities
Account.

Where a member of the Company is an exempr aurhorised nominee which holds ordinary shares in the Company for multiple beneficial
owners in one securities account ("omnibus account”), there is no limir ro the number of proxies which rhe exempr authorised nominee
may appoint in respect of each omnibus account it holds.

The instrument appointing a proxy and the power of arforey or other authority (if any), under which it is signed or a duly norarised
cerrified copy of thar power or authority, shall be deposired ar rhe Share Regisrrar of the Company ar Level 17, The Gardens North Tower,
Mid Valley City, Linglkaran Syed Putra, 59200 Kuala Lumpur nor less than forty-eight (48) hours before the rime for holding rhe meeting or
any adjourned meeting ar which the person named in the instrrument proposes fo vore, and in the case of a poll, nor less than forty-eight
(48) hours before the time appoinred for the taking of the poll, and in default, the instrument of proxy shall nor be treared as valid.

for the purpose of determining a member who shall be entitled ro arrend rhe Eleventh Annual General Meeting, the Company shall be
requesting Bursa Malaysia Deposirory Son Bhd, in accordance with Article 61 of the Company’s Articles of Association and Section 34(1) of
rhe Securities Industry (Central Deposirories) Act, 1991 ro issue a General Meeting Record of Deposiror as ar 19 November 2013. Only a
depositor whose name appears therein shall be entirled ro attend the said meeting or appoint a proxy fo atftend and/or vore on his stead.



Please fold here

Stamp

Share Registrar

REDtone International Berhad (596364.U)
Level 17, The Gardens North Tower

Mid Valley Ciry

Lingkaran Syed Putra

50200 Kuala Lumpur

Please fold here
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