
CORPORATE GOVERNANCE
Ensuring Compliance and Conformity



INTRODUCTION

The Board of Directors (“Board”) of ZHULIAN (the “Company”) supports the Principles and Recommendations of the 
Malaysian Code on Corporate Governance 2012 (“the Code” or “MCCG 2012”) pursuant to Paragraph 15.25 of the Main Market 
Listing Requirements (”MMLR”) of Bursa Malaysia Securities Berhad (“Bursa Securities”). 
 
The Board acknowledges the importance of enhancing shareholders’ value and in improving the Group’s financial performance 
through building a sustainable business by implementing and maintaining high standards of corporate governance in 
managing the business affairs of every subsidiary company in the Group.

The Board further recognises that the principles of integrity, transparency and accountability are key components for the 
Group’s continued growth and success.

The Statement in the ensuing paragraphs describes how the Group has applied the principles and recommendations of the 
Code throughout the financial year ended 30 November 2015.

Board of Directors

Roles and principal duties
The Board consists of members who provide an effective blend of entrepreneurship, business and professional expertise in 
multi-level marketing, manufacturing, accounting, financial and technical areas the Group is involved in.

The Board recognises the key role it plays in charting the strategic direction of the Group and has assumed the following 
principal responsibilities in discharging its fiduciary and leadership functions. 

 • reviewing, adopting and monitoring the implementation of the Group’s annual strategic plan, medium-term and
    long-term business plans and key policies; 

 • approving the Group’s annual budget, quarterly financial results and carrying out periodic review of the achievements by
    the various operating divisions against their respective business targets;

 • overseeing the Group’s business operations and financial performance;

 • identifying principal business risks faced by the Company and its subsidiaries and overseeing the implementation 
    of appropriate internal controls and mitigating measures to address areas of identified risks;

 • reviewing the adequacy and integrity of the Group’s internal control and management information systems;

 • undertaking succession planning to identify suitable candidates for senior managerial positions to ensure continuity of key
    positions; and

 • other key corporate matters.

In the normal course of events, the day-to-day management of the Group’s business and resources will be in the hands of the 
Executive Directors and the Management.

The Board is mindful of the importance of business sustainability and in developing the corporate strategy of the Group, its 
impact on the environment, social and governance aspects is taken into consideration. The Company’s activities on corporate 
social responsibilities for the year under review are disclosed in this Annual Report.

Board Charter 
To enhance accountability, the Board has formalised and adopted a Board Charter (“Charter”) which serves as a source of 
reference for Board activities. The Charter provides guidance and clarity for Directors and Management regarding the 
responsibilities of the Board, its Committees and Management, the requirements of Directors in carrying out their stewardship 
role and in discharging their duties towards the Company.

The Board Charter also sets out processes and procedures for boardroom activities. It also provides guidance to the Board in 
the assessment of its own performance and that of its individual Directors. The Board will periodically review and as when 
necessary the Board Charter to ensure it remains consistent with the Board’s objectives and responsibilities and any new 
regulations that may have an impact on the Board’s responsibilities.  

Steps will be taken to upload the salient features of the Charter on the Company’s website at www.zhulian.com.
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Code of Ethics 
To reinforce the Group’s core value or integrity, the Board has formalised a Code of Ethics (“the Code”) to provide guidance on 
good corporate behaviour as set out in the Code of Ethics for Company Directors established by the Companies Commission 
of Malaysia. 

The Code sets out the standards of business conduct and ethical behaviour for Directors in the performance and exercise of 
their responsibilities as Directors, including when representing the Company.  The Code also covers a wide range of business 
practices and procedures.  

The Board will periodically review and reassess the adequacy of the Code, and make such amendments as it deems 
appropriate.

Supply of and Access to Information
The Board is supplied with relevant information and reports on financial, operational, corporate, regulatory, business 
development, audit matters and information technology updates by way of Board reports or upon specific requests, for 
informed decision making and effective discharge of the Board’s responsibilities. 

Procedures have been established for timely dissemination of papers to all Directors prior to the Board and Board Committee 
meetings, to give effect to Board decisions and to deal with matters arising from such meetings. 

The Audit Committee Chairman meets with the Board, Senior Management Team, Head of Internal Audit and External Auditors 
on a quarterly basis to review the reports regarding the internal control system and financial reporting.

Qualified and Competent Company Secretaries
The Directors have unrestricted access to the advice and services of the Company Secretaries on compliance with the new 
statutory and regulatory requirements. The Board of Directors, whether as a full board or in their individual capacity, may upon 
approval of the Board of Directors, seek independent professional advice if required, in furtherance of their duties, at the 
Company’s expense.

The Company Secretaries or their representatives attend all Board and Board Committee meetings and ensure that meetings 
are properly convened, and that accurate and proper records of the proceedings and resolutions passed are taken and 
maintained accordingly.

The Company Secretaries also facilitate timely communication of decisions made by the Board at Board Meetings, to the Senior 
Management Team for action. The Company Secretaries work closely with the Senior Management Team to ensure that there 
are timely and appropriate information flows within and to the Board and Board Committees, and between the Non-Executive 
Directors and Management.

Board Composition and Balance
The current Board consists of seven (7) members, four (4) of whom are Executive Directors and three (3) are Independent 
Non-Executive Directors.  

This composition complies with Paragraph 15.02 of the MMLR of Bursa Securities that at least two (2) Directors or one-third (1/3) 
of the Board, whichever is the higher are Independent Directors. All the Independent Directors are independent of management 
and are free from any business or other relationship that could materially interfere with the exercise of their independent 
judgement.

The Chairman of the Board, Tuan Haji Wan Mansoor bin Wan Omar is an Independent Non-Executive Director of the Board who 
provides a strong leadership and is responsible for ensuring the adequacy and effectiveness of the Board’s governance 
process.

The functions of Executive and Independent Non-Executive Directors are separate. The Executive Directors are responsible for 
implementing the operational and corporate decisions and manage the Group’s daily operations.

The Independent Non-Executive Directors provide the Company with unbiased, independent views and decisions and they do 
not participate in the day-to-day management as well as the daily business of the Group.

The expertise of the Independent Non-Executive Directors complements the knowledge and experience of the Executive 
Directors in the formulation of the Group’s strategies and policies for business operations, scrutinising the performance of 
Management in meeting approved goals and objectives, monitoring the risk profile of the Group’s business and the reporting 
of quarterly business performances to ensure sustainability and profitability.

The Board’s composition represents a mix of knowledge, skill and expertise relevant to the activities of the Group. The profile of 
each Director is presented on pages 18 to 21 of this Annual Report.



Separation of positions of Chairman and Group President and Chief Executive Officer
The positions of the Chairman and Group President and Chief Executive Officer are held by two different individuals which are 
in accordance with the recommendation of the MCCG 2012. The distinct and separate roles of the Chairman and Group 
President and Chief Executive Officer promote accountability and facilitate division of responsibilities between them. The Group 
President and Chief Executive Officer focuses on the day-to-day operations of the Group while the Chairman leads the Board 
in the oversight of management.

Board Meetings
The Board meets at least four (4) times a year, scheduled well in advance before the end of the preceding financial year to 
facilitate the Directors in planning their meeting schedule for the year. Additional meetings are convened when urgent and 
important decisions need to be made between scheduled meetings. 

The agenda, the relevant reports, information and documents are furnished to Directors and Board Committee members in 
advance to allow the Directors sufficient time to peruse for effective discussion and decision making during meetings. At the 
quarterly Board Meetings, the Board reviews the business performance of the Group and discusses major operational and 
financial matters. 

The Chairman of the respective Board Committees, namely, Audit Committee, Nominating Committee and Remuneration 
Committee were given time under a separate agenda of each Board Meeting following their respective meetings to brief the 
Board on the salient matters deliberated at such Committee meetings and which required the Board’s notice or direction. 

All pertinent matters discussed at Board Meetings in arriving at the decisions and conclusions are properly recorded by the 
Company Secretaries by way of minutes of meetings. Confirmed minutes of each meeting of the Committee is also furnished 
to the Board for information.

Senior Management staff have been invited to attend the Board Meetings to provide the Board with operational, management 
and financial details.

During the financial year ended 30 November 2015, four (4) Board Meetings were held and details of the Directors’ attendance 
are as follows:-

 Directors Attendance

 Executive Directors

 Mr Teoh Beng Seng (Group President and Chief Executive Officer) 4/4
 Mr Teoh Meng Keat (Group Managing Director) 4/4
 Mr Teoh Meng Soon  3/4
 Mr Teoh Meng Lee  4/4

 Independent Non-Executive Directors

 Tuan Haji Wan Mansoor bin Wan Omar (Chairman)  4/4
 Mr Diong Chin Teck 3/4
 Mr Tan Lip Gay 4/4

All Directors have thus more than adequately complied with the minimum requirement of 50% attendance at Board Meetings as 
stipulated in the MMLR of Bursa Securities.
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Appointment of Directors
The appointment of new Directors is made based on the recommendation of the Nominating Committee and is presented to 
the full Board for consideration and approval.

The key task of the Nominating Committee is to assist the Board in its annual review of the required mix of skills, knowledge and 
experience and other qualities including core competencies which Executive and Non-Executive Directors should bring to the 
Board and to assess the effectiveness of the Board as a whole, as well as look into succession planning, gender diversity and 
training courses.

The Board acknowledges the recommendation of the Code on gender diversity. However, the Board has not established a 
specific policy on setting targets for women candidates. The Board believes it is not necessary to adopt a formal gender, 
ethnicity and age diversity policy as the Group is committed to provide fair and equal opportunities and nurturing diversity within 
the Group.

The evaluation of the suitability of candidates is based on the candidates’ competency, character, time commitment, integrity, 
performance and experience to bring value and expertise to the Board. The Nominating Committee will, however, continue to 
take steps to ensure suitable women candidates are sought as part of its recruitment exercise.

Re-election of Directors 
In accordance with the Articles of Association of the Company, one-third (1/3) of the Directors are required by rotation to submit 
themselves for re-election by shareholders at every Annual General Meeting (“AGM”) at least once in every three (3) years.

The Articles of Association of the Company further provides that all Directors who are appointed during the financial year are 
subject to retirement and re-election by the shareholders at the AGM following their appointment.

The performance of those Directors who are subject to re-election at the AGM of the Company will be assessed by the 
Nominating Committee whereupon recommendations are submitted to the Board for decision on the tabling of the proposed 
re-election of the Director concerned for shareholders’ approval at the next AGM.

Directors over seventy (70) years of age are required to submit themselves for re-appointment annually in accordance with 
Section 129(6) of the Companies Act, 1965.

Directors standing for re-election at the AGM of the Company to be held on 11 May 2016 are detailed in the Notice of the 
Nineteenth AGM in this Annual Report.

Reinforce Independence
Annual Assessment of Independent Directors

The Board, through the Nominating Committee, assesses the independence of the Independent Non-Executive Directors 
annually. Based on the assessment carried out for financial year ended 30 November 2015, the Board is generally satisfied with 
the level of independence demonstrated by the Independent Non-Executive Directors and their ability to act in the best interests 
of the Group in decision making.

Tenure of Independent Directors
The tenure of an Independent Non-Executive Director shall not exceed a cumulative term of nine (9) years. However, an 
Independent Non-Executive Director may continue to serve on the Board after having reached the 9-year limit subject to his 
re-designation as a Non-Independent Director.  

Further, if the Board intends to retain the Independent Non-Executive Director after the latter has exceeded the tenure, the Board 
shall justify the decision and seek shareholders’ approval at a general meeting.
 

Shareholders’ Approval for Retaining Independent Non-Executive Directors
Tuan Haji Wan Mansoor bin Wan Omar, Mr Diong Chin Teck and Mr Tan Lip Gay have served the Board as Independent 
Non-Executive Directors for a cumulative term of more than 9 years each. Following the assessment and deliberation by the 
Board, the Board recommended them to continue to act as Independent Non-Executive Directors subject to shareholders’ 
approval at the forthcoming AGM. 
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Key justifications for their recommended continuance as Independent Non-Executive Directors are as follows:-

i) They fulfilled the criteria under the definition of Independent Directors as stated in the MMLR of Bursa Securities, and 
 thus, they would be able to function as a check and balance to the Executive team and bring an element of objectivity of
 the Board;

ii) They have provided the Board and Board Committees with valuable experience, expertise, skills and competence;

iii) Throughout their tenure as Independent Non-Executive Directors, they have acted in the best interest of the Company and
 shareholders and have continued to exercise independent judgement and due care;

iv) They have not developed, established or maintained any significant relationship, which would impair their independence
 as Independent Directors, with the Executive Directors and major shareholders other than normal engagements and
 interactions on a professional level consistent and expected of them to carry out their duties as Independent
 Non-Executive Directors, Chairman or member of the Board Committees; and

v) They have devoted sufficient time, attention and efforts to their professional obligations for informed and balanced
 decision making. 
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Directors’ Training
The Board acknowledges that continuous education is essential for its members to gain insight into the state of economy, 
technological advances, regulatory updates and management strategies.

All Directors have completed the Mandatory Accreditation Programme in accordance with the Main Market Listing 
Requirements.  The Directors are encouraged to attend various external professional programmes and seminars to keep 
abreast of changes in legislations and regulations affecting the Group to further enhance their knowledge and skills in 
discharging their responsibilities more effectively.

The Company Secretaries circulated the latest relevant guidelines on statutory and regulatory requirements from time to time 
for the Board’s reference. The External Auditors also briefed the Board members on any changes to the Malaysian Financial 
Reporting Standards that affect the Group’s financial statements during the year.  

During the financial year, the training programmes and seminars attended by the Directors are as follows:

 Training Programmes & Seminars

 Promotion & Marketing of Rural Industry Products

 On Line Business for Small Enterprises
 
 Marketing Through Internet Anything Possible

 Retail Industry Seminar

 Seminar Peraturan-Peraturan Kualiti Alam Sekeliling (Udara Bersih) 2014

 Course for Certified Environmental Professional in the Operation of Industrial Effluent Treatment Systems –
  Physical Chemical Processes (CePIETSO – PCP)

Regular continuous training programmes and seminars would be organised for the Directors to keep them abreast of the latest 
developments and advances in Corporate Governance. Save as disclosed above, some Directors have not attended any 
trainings during the financial year under review due to their respective tight travelling schedule and busy/heavy work 
commitments.

Board Committees
The Board has delegated appropriate responsibilities to Board Committees, namely Audit Committee, Nominating Committee 
and Remuneration Committee, in order to enhance business and operational efficiency and efficacy. The Board appoints the 
members and the Chairman of each Committee.

Terms of references have been established for all Board Committees and the Board receives reports of their proceedings and 
deliberations. The Chairman of the respective Committees shall report to the Board the outcome of the Committee meetings 
and such reports are incorporated in the minutes of the full Board Meeting. The ultimate responsibility for decision making, 
however, lies with the Board.
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Nominating Committee – Selection and assessment of Directors 
The Nominating Committee has been empowered by the Board and through its terms of reference, to bring to the Board 
recommendations on the appointment of new Directors. The Nominating Committee ensures adequate training and 
orientation for new Directors with respect to the business structure and management of the Group, as well as the expectation 
of the Board with regard to their contributions to the Board and the Group. 

The Committee also analyses the structure, size and composition of the Board as well as considers succession planning for 
senior Board members, gender, ethnicity and age diversity and training courses. In addition, the Committee systematically 
assesses the effectiveness of the Board, Board Committees and the performance of each individual Director on an annual 
basis. 

The Nominating Committee comprises three (3) Independent Non-Executive Directors. The members of Nominating 
Committee are as follows:

 Directors

 Mr Tan Lip Gay - Chairman

 Tuan Haji Wan Mansoor bin Wan Omar - Member

 Mr Diong Chin Teck - Member

During the financial year, the Nominating Committee met once (1) and the meeting was attended by all its members.  The 
Nominating Committee deliberated on the following matters:

• recommendation for the re-election of the Directors who were retiring and seeking for re-election at the forthcoming
 AGM of the Company to be held on 11 May 2016;

• assessment of the independence of the Independent Directors;

• evaluation of the current Board structure, size and composition and effectiveness of the Board as a whole and the
 Committees of the Board as well as the contribution and performance of each individual Director;

• evaluation of the character, experience, integrity and competence of the Group President and Chief Executive Officer,
 Directors or Group Chief Accountant and to ensure they have the time to discharge their respective roles.

The Company Secretaries assisted the Board in coordinating the annual assessment.

Remuneration Committee - Directors’ Remuneration
During the financial year under review, the Remuneration Committee comprises the following members:

 Directors

 Mr Tan Lip Gay - Chairman

 Tuan Haji Wan Mansoor bin Wan Omar - Member

 Mr Teoh Meng Keat - Member

During the financial year, the Remuneration Committee met once (1) and the meeting was attended by all its members.

The Committee is primarily responsible for recommending the remuneration framework for Executive Directors  including their 
salary packages. 

None of the Executive Directors participated in any way in determining their individual remuneration. Similarly, whilst the Board, 
as a whole, determines the remuneration of Non-Executive Directors, the individual Director concerned abstains from the 
decision in respect of his remuneration.

Directors’ fees are set within a framework comprising responsibility fees and attendance fees. The Company pays each of its 
Independent Non-Executive Directors an annual fee, which is approved by the shareholders at the AGM of the Company. 



The Remuneration Committee provides a remuneration package which is sufficient and necessary to attract, retain and  
motivate the Executive Directors for their individual performance in managing the business of the Company and to align the 
interest of the Directors with those of the shareholders.

Details of the nature and amount of each major element of the remuneration of Directors of the Company, during the financial 
year, are as follows:

      EPF- Benefits
      Employer  in Kind
 Category Fees Salaries Bonuses Allowances Contributions & Others Total  
  (RM’000) (RM’000) (RM’000) (RM’000) (RM’000) (RM’000) (RM’000) 

 Executive Directors*  2,641 220  346 89 3,296

 Non-Executive  
  Directors 120   11       131
 
 Total 120 2,641 220 11 346 89 3,427

The number of Directors whose remuneration fell within the following bands is shown below:

 Range of remuneration                     Executive Directors   Non-Executive Directors

 RM50,000 and below   3

 RM400,000 to RM600,000* 2 

 RM1,000,000 to RM1,500,000 2

Audit Committee 
The Board has established an Audit Committee comprising exclusively Independent Non-Executive Directors.

The composition of the Audit Committee, including its roles and responsibilities are set out under the Audit Committee Report 
of this Annual Report.

One of the key responsibilities of the Audit Committee is to ensure that the financial statements of the Group and Company 
comply with applicable financial reporting standards in Malaysia. Such financial statements comprise the quarterly financial 
report announced to Bursa Securities and the annual statutory financial statements.

In line with the MCCG 2012 and the MMLR, the Board has established an independent internal audit function that reports 
directly to the Audit Committee.  The scope of work covered by the internal audit function during the financial year under review 
is provided in the Statement on Risk Management and Internal Control of this Annual Report.

_

_

_

_

_ _

_

_

_
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Annual General Meeting
The AGM is the principal forum for dialogue with shareholders and investors that allows the stakeholders to review the Group’s 
business and performance.  The Notice of AGM and related documents are sent to shareholders at least twenty-one (21) days 
before the date of the meeting to enable shareholders to go through the Annual Report.

The quarterly and full financial results and the Annual Reports are available on the websites of Bursa Securities and of the 
Company. 

While the Company endeavours to provide as much information as possible to its shareholders and stakeholders, it is mindful 
that any information that may be regarded as undisclosed material information about the Group will not be given to any single 
shareholder or shareholder group. 

Effective communication with Shareholders and other Stakeholders
Recognising the importance and value of continuous communication with its shareholders and other stakeholders including the 
general public of the Group’s business performance and corporate development, the Company utilises various channels such 
as timely quarterly results announcements and various disclosures to Bursa Securities, press releases, Annual Reports and 
circulars to shareholders, if applicable.

Additionally, the AGM and Extraordinary General Meeting, if applicable, of the Company provide shareholders with the 
opportunity to engage in candid dialogue and to seek and clarify any issues with the Directors and to have a better 
understanding of the Group’s business and performance.

At general meetings, shareholders are informed that voting will be by show of hands of every member or representative or proxy 
of a member present, unless a poll is duly demanded, before the meeting proceeds to transact the businesses set forth in the 
notice calling for the meeting.
 
The Company has also established websites at www.zhulian.com.my and www.zhulian.com to which the shareholders can 
have access to corporate and financial information.

Accountability and Audit

Financial Reporting
In its quest to provide and present a true and fair assessment of the Group’s financial performance and prospects in the 
quarterly reports to Bursa Securities and the Annual Report at the end of the financial year, the Board is assisted by the Audit 
Committee in scrutinising information to ensure accuracy, adequacy and completeness in disclosure before announcing to 
shareholders and the general public. 

The quarterly announcements of results, annual financial statements to the shareholders and the Chairman’s statement in the 
Annual Report are the three primary means of communication on the financial results and business performance of the Group. 

Risk Management and Internal Control
An overview of the state of risk management and internal control system within the Company and the Group, is set out under the 
Statement on Risk Management and Internal Control of this Annual Report.

Relationship with the Auditors
Key features underlying the relationship of the Audit Committee with the internal and external auditors are included in the Audit 
Committee’s terms of reference as specified in this Annual Report.

Additionally the Audit Committee has been accorded due power to communicate directly with the Group’s external auditors.

A summary of the activities of the Audit Committee during the financial year under review, including the evaluation of the 
independent audit process, are set out in the Audit Committee Report of this Annual Report.

The Board and Management strive to maintain a professional and transparent relationship with the external auditors in the 
conduct of the audit and towards ensuring compliance with requirements of the appropriate accounting standards. 



Directors’ Responsibility Statement in respect of the Preparation of the Audited Financial Statements
The Board is responsible for ensuring that the annual financial statements of the Group provide a true and fair view of the state 
of affairs of the Group and of the Company as at the end of the financial year and of their results and cash flows for the year then 
ended. 

In preparing the financial statements for the year ended 30 November 2015, the Directors have:

•    adopted suitable accounting policies and applied them consistently;

•    made judgments and estimates that are reasonable and prudent;

•    ensured applicable Financial Reporting Standards have been followed; and

•    prepared the financial statements on a going concern basis.

The Directors also have a responsibility under the Companies Act 1965 to have in place a system of risk management and 
internal control that will provide reasonable assurance that:

- assets of the Company are safeguarded against loss from unauthorised use or disposition; and 

- all transactions are properly authorised and that they are recorded as necessary to enable the preparation of true and fair 
profit and loss accounts and balance sheets and to give a proper account of the assets.

This Statement is made in accordance with a resolution of the Board dated 22 January 2016.
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AUDIT COMMITTEE REPORT

Composition of the Audit Committee
The Audit Committee comprising Independent Non-Executive Directors who have served as members of the Audit Committee 
(“the Committee”) during the financial year ended 30 November 2015 are as follows:

Mr Diong Chin Teck Chairman

Mr Tan Lip Gay Member

Tuan Haji Wan Mansoor bin Wan Omar  Member

Memberships
The Audit Committee shall be appointed by the Board from amongst its Directors (pursuant to a resolution of the Board of 
Directors) and shall fulfill the following requirements: -

(a) the Audit Committee shall consist of not less than three (3) members;

(b) all the members must be Non-Executive Directors, with a majority of the Audit Committee being Independent Directors;
 and

(c) all the members shall be financially liberate and at least one (1) member of the Audit Committee:-
 
 (i) must be a member of the Malaysian Institute of Accountants (MIA); or

 (ii) if he is not a member of the MIA, he must have at least three (3) years' working experience and:-
  
   (aa)  he must have passed the examinations specified in Part I of the First Schedule of the Accountants Act 1967; or

  (bb)  he must be a member of one of the associations of accountants specified in Part II of the First Schedule of the
   Accountants Act 1967; or

 (iii) fulfils such other requirements as prescribed or approved by Bursa Malaysia Securities Berhad (“Bursa Securities”).

(d) Alternate Directors shall not be appointed as a member of the Audit Committee.

The Chairman of the Committee shall be an Independent Non-Executive Director.

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

Quorum and Meeting Procedures
The Audit Committee shall hold at least four (4) meetings annually and more frequently as circumstances dictate. The Chairman 
of the Audit Committee may call for a meeting of the Committee if a request is made by any Committee member, the Board or 
the Internal or External Auditors. 

The quorum for the meeting shall be two (2) members and the majority of the members present must be Independent Directors. 
In the absence of the Chairman, the members present shall elect a Chairman for the meeting from amongst the members 
present.

The Company Secretaries shall be the secretaries of the Audit Committee. The Secretaries, in conjunction with the Chairman, 
shall draw up an agenda and circulate it at least one (1) week prior to each meeting to the Audit Committee members. The 
minutes of all Committee meetings shall be circulated to the Audit Committee members and to other members of the Board.



The Committee may, as and when deemed necessary, invite other Board Members and Senior Management to attend the 
meetings.

The Audit Committee shall regulate its own procedures, in particular, the calling of meetings, the notice and agenda of such 
meetings to be given, the voting and proceedings of such meetings, the keeping of minutes and the custody, production and 
inspection of such minutes.

TERMS OF REFERENCE

Authority
The Audit Committee shall, wherever necessary and reasonable for the performance of its duties, in accordance with its Terms 
of Reference and the procedures to be determined by the Board of Directors and at the expense of the Company:-

(a) have the authority to investigate any activity within its terms of reference;

(b) have the resources that are required to perform its duties;

(c) have full and unrestricted access to any information pertaining to the Company or Group;

(d) have direct communication channels with the Internal and External Auditors and with Senior Management of the Group
 whenever deemed necessary;

(e) be able to obtain external legal or other independent professional advice it considers necessary in the discharge of its
 duties;

(f) be able to convene meetings with the External Auditors, the Internal Auditors or both, excluding the attendance of the
 Executive Directors, Management and employees of the Group whenever deemed necessary; and

(g) review any significant transactions which are not within the normal course of business and any related party that may arise
 within the Company or Group.

Duties and Responsibilities
In fulfilling its primary objective to assist the Board in fulfilling its fiduciary responsibilities relating to corporate accounting, 
system of internal controls and risk management processes, management and reporting practices of the Group, the Audit 
Committee shall undertake the following duties and responsibilities:

1) Review the following and to report the same to the Board:-

 a) With the External Auditors:- 

  i. the audit scope and approval of annual audit plan;

  ii. the evaluation of the risk management and internal control system;

  iii. the audit reports to ensure that appropriate and prompt remedial action is taken by Management on major
   deficiencies in controls or procedures that are identified;

  iv. major audit findings arising from the interim and final external audits and Management’s response during the
   year; and
  
  v. problems and reservations arising from the interim and final audit.

 b) The quarterly results and the year-end annual financial statements of the Group prior to the approval by the Board,
  focusing particularly on:-

  i. changes in and/or implementation of major accounting policies and practices;

  ii. significant adjustments and unusual events;

  iii. going concern assumptions; and

  iv. compliance with financial reporting standards and regulatory requirements.
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 c) The related party transactions and conflict of interest situation that may arise within the Company or the Group
  including any transactions, procedures, course or code of conduct that may raise concern or question of
  Management’s integrity;

 d) The letter of resignation or dismissal of the External Auditors of the Company or the Group and any reason
  supported by grounds (if any) to believe that the External Auditors are not suitable for re-appointment;

 e) The appointment and performance of External Auditors, the audit fee and any question of resignation or dismissal
  before making recommendations to the Board; and

 f) The nature of non-audit services and the related fee levels in relation to external audit fees of the Company.

2) Review the internal audit function which includes the following: -

 i. adequacy of the internal audit scope and plan, functions, competency and resources of the internal audit function
  and that it has the necessary authority to carry out its work;

 ii. the internal audit plan, programmes, processes including issues pertaining to the adequacy and effectiveness
  of the risk management, internal control and governance system within the Group and findings of the internal
  audit reports or investigation undertaken to ensure that the appropriate actions are taken on the
  recommendations of the Internal Auditors; and

 iii. the review, appraisal and assessment of the performance of the Head of Internal Audit and approval for any
  appointment or termination of any internal audit member.

3)     To review the Committee’s terms of reference as conditions dictate.

4)     Where the Committee is of the view that a matter reported by it to the Board has not been satisfactorily resolved 
 resulting in a breach of the Main Market Listing Requirements of Bursa Securities, the Committee shall promptly 
 report such matter to Bursa Securities.

5)     To undertake such other activities as authorised by the Board.

Attendance for Meetings
The Audit Committee had convened four (4) meetings during the financial year ended 30 November 2015. The meetings were 
structured through the use of agendas, which were distributed to members with sufficient notification.

The details of attendance of each member are as follows:

The Company Secretaries or their representatives were present at all the meetings. Representatives of the External Auditors, 
Messrs KPMG, the Group Chief Accountant, Administration Manager and the Head of Internal Audit had been invited to attend 
the meetings during the financial year. Minutes of the Audit Committee Meetings had been circulated to the members.

The Executive Directors, Senior Management, External and Internal Auditors were in attendance at the meetings, upon 
invitation by the Committee, to brief the members on specific issues. 

The Committee had also met with the External Auditors separately on two (2) occasions without the presence of the Executive 
Directors and Senior Management to discuss the audit findings and any other concerns or observations they may have during 
the audit.

 Directors Attendance

Mr Diong Chin Teck    3/4

Mr Tan Lip Gay    4/4

Tuan Haji Wan Mansoor bin Wan Omar    4/4



Summary of activities of the Audit Committee
During the financial year ended 30 November 2015, the Audit Committee carried out its duties in accordance with its terms of 
reference during the year. The summary of principal activities undertaken by the Committee were as follows:

• Reviewed the unaudited quarterly financial results of the Group before recommending to the Board for approval and
 releasing the results to Bursa Securities;

• Reviewed the audited financial statements of the Group with the External Auditors for the financial year ended 30
 November 2015 before recommending to the Board for approval and releasing the same to Bursa Securities; 

• Reviewed and discussed with the External Auditors on the scope of their audit work, the result of their examination, the
 auditors’ report, management letters in relation to the audit and accounting issues arising from the audit and compliance
 with new developments on accounting standards and regulatory requirements as well as the assistance given by the
 Group’s Officers to the External Auditors;

• Evaluated the independence of the External Auditors and made its recommendations to the Board on their re-appointment
 and fees;

• Reviewed the nature of non-audit services and the related fee levels in relation to external audit fees of the Company;

• Reviewed and approved the annual audit plan of the Company and the Group prepared and submitted by the External
 Auditors and Internal Auditors for the financial year ended 30 November 2015;

• Reviewed the risk management and internal control system, processes, procedures or results of activities undertaken by
 the External Auditors and the Internal Auditors to ensure that all high and critical risk areas are being addressed;

• Reviewed the risk management and internal audit reports, audit recommendations and management responses to
 ensure that appropriate actions have been taken by the Group including subsidiary and associate companies;

• Reviewed operational procedures to ensure that the Group is in compliance with any legislative and reporting
 requirements; and

• Reviewed and noted that there were no related party transactions within the Company or the Group including any
 transaction, procedure or code of conduct that may raise concern or question of Management’s integrity.

Internal Audit Function
The internal audit function is performed in-house by the Group’s Internal Audit Department. The Internal Audit Department 
reporting directly to the Audit Committee, had assisted the Audit Committee to undertake independent, regular and systematic 
reviews of the Group’s business operations and activities to ensure that a proper system of risk management and internal 
controls is satisfactorily and effectively administered within the Group. 

During the year, the Internal Audit Department had performed audits in accordance to the approved annual Internal Audit Plan. 
The internal audit function adopts a risk-based audit methodology, which is aligned with the risks of the Group to ensure that 
relevant controls addressing those risks are reviewed on a rotational basis.

The Internal Audit Department while maintaining its role to carry out audit programmes at the various business units and ISO 
audit assessment for its main subsidiaries, had also performed follow-up audits to ensure that the Management had addressed 
the control weaknesses accordingly.

The risk management and internal audit reports were presented to the Audit Committee for deliberation and then to the Board 
after the Management had taken its appropriate actions. 

The internal audits conducted during the financial period did not reveal material weaknesses which would result in material 
losses, contingencies or uncertainties that would require disclosure in the Annual Report.

The total costs incurred for the Internal Audit Function of the Group for the financial year ended 30 November 2015 amounted 
to approximately RM171,000.00.   

This Report is made in accordance with the resolution of the Board dated 22 January 2016.
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STATEMENT ON RISK MANAGEMENT AND INTERNAL CONTROL

INTRODUCTION
The Malaysian Code on Corporate Governance 2012 (“the Code” or “MCCG 2012”) requires listed companies to maintain a 
sound system of risk management and internal control to safeguard the shareholders’ investment and the Group’s assets.

Pursuant to Paragraph 15.26 (b) of the Main Market Listing Requirements (“MMLR”) of Bursa Malaysia Securities Berhad 
(“Bursa Securities”), the Board of Directors (“the Board”) of ZHULIAN CORPORATION BERHAD (“the Company”) is pleased 
to present the following Statement on Risk Management and Internal Control. 

This Statement outlines the nature and scope of risk management and internal control of the Group and covers all the Group’s 
operations.

Board’s Responsibility
The Board recognises that it is responsible for the Group’s systems of risk management and internal control to safeguard the 
shareholders’ investment, the interest of customers and the Group’s assets as well as reviewing its effectiveness, adequacy 
and integrity. 

The Board’s responsibility in relation to the system of internal control extends to all subsidiaries of the Group. The system of 
internal control covers not only financial controls but operational and compliance controls.

Due to the inherent limitations, the internal controls implemented which are intended to manage and not expected to eliminate 
all risks of failure to achieve business and corporate objectives of the Group, can only provide reasonable and not absolute 
assurance against material misstatements, financial losses and fraud.

The Board has established an on-going process for the financial year under review and up to the date of approval of this 
Statement for inclusion in the Annual Report, for identifying, evaluating and managing the significant risks faced by the Group 
in its achievement of objectives and strategies. 

The Board, through its Audit Committee regularly reviews the results of this process, including mitigating measures taken by 
Management to address areas of key risks as identified.

The Board summarises below the processes it has applied in reviewing the adequacy and the effectiveness of the risk 
management and internal control system.

Risk Management and Internal Control Processes
The objective of risk management and internal control processes is to provide maximum sustainable value to all the business 
activities in the Group. Risk management and internal control systems are in place to enhance the efficiency and effectiveness 
of the Group’s operations. Such measures will help to minimise possible risks and uncertainties so that the Group will be able 
to achieve its set objectives and goals.

The Board recognises the importance of embedding an adequate and effective risk management and internal control system 
and has implemented an Enterprise Risk Management (ERM) Framework, in line with Recommendation 6.1 of MCCG 2012.  
This framework includes a risk management process of identifying, evaluating, monitoring and managing significant risks which 
is on-going and results in the compilation of a specific risk profile and action plans for mitigating the identified risks.

In this context, the risk management function is led by the Internal Audit Department whereby the process is integrated into the 
operations of the respective companies within the Group with each director, manager and head of department assigned to 
ensure appropriate risk response actions are carried out in a timely manner.

The Audit Committee and the Board meet at least once every quarter to review the adequacy, effectiveness and integrity of the 
system of internal controls in the Group and to ensure relevant mitigating controls are carried out to mitigate the significant 
business risks faced by the Group. 

The Board is of the view that the risk management and internal control system in place for the financial year under review is 
adequate and effective. Nevertheless, it will continuously be reviewed, enhanced and updated in line with changes in the 
operating environment.
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Internal Audit Function
The internal audit function was established by the Board to provide independent assurance to the Audit Committee on the 
adequacy, efficiency and effectiveness of the governance, risk management and internal control systems within the Group.  The 
Internal Audit Department operates in accordance with the Internal Audit Charter and reports directly to the Audit Committee.   

The internal audit function is independent of the activities they audit.   Risk based methodology is adopted in the review of key 
processes of the various operating units within the Group. The internal audit function encompasses audits conducted on the 
Group’s local subsidiaries. 

During the financial year ended 30 November 2015, the internal audit function carried out audits in accordance with the annual 
risk-based internal audit plan approved by the Audit Committee. The results, observations and the recommendations for 
improvement highlighted in the internal audit reports were presented to the Audit Committee at their quarterly meetings. 

The internal audit function also ensures that the Management follows up the implementation of action plans where control 
deficiencies were noted during the internal audits. Further details of the activities of the internal audit function are provided in 
the Audit Committee Report on pages 41 to 44 of this Annual Report.

Key elements of internal control
In addition to the risk management and internal audits, the Board has put in place the following salient internal control systems 
regulating the Group’s operations during the financial year ended 2015:

i. Monitoring and Review

 a)  Scheduled management, operational as well as financial meetings are held with the Senior Management team to
  discuss, review and evaluate the business plans, budgets, financial and operational performances, Key Performance
  Indicators (KPIs) for the targets established, reports as well as to monitor the business development and resolve key
  operational and management issues of the Group;

 b)  The Audit Committee reviews the Group’s quarterly financial statements containing key financial results and
  comparisons, which are subsequently presented to the Board for review; and 

 c)  Management information systems have been established to enable transactions to be captured, compiled and
  reported in a timely and accurate manner.

ii. Policies and Procedures

 a)  Standing internal policies and operating procedures have been established to cover as far as possible any
  significant business processes of the Group and have been updated to reflect changing risks or to resolve
  operational deficiencies; 

 b)  A chart of authority has been established to provide guidance to the Management in the execution of day-to-day
  transactions;

 c)  Information critical to the achievement of the Group’s business objectives have been communicated through
  established reporting lines across the Group. This is to ensure that matters that require the Board and Senior
  Management’s attention are highlighted for review, deliberation and decision on a timely basis;

 d)  Employees have been briefed on Code of Ethics during induction. They are required to sign and adhere to the
  Code of Ethics, which upholds the Group’s corporate values and ethical code of conduct. Formal guidelines
  are also available to govern staff’s termination and resignation;

 e)  Subsidiaries of the Group involved in manufacturing of the health and nutraceutical products are governed by
  the Standard Operating Procedures (“SOPs”) which are certified by ISO and Good Manufacturing Practice.

 f)  The implementation and practice of SOPs are widely used throughout the Group’s operational activities. The SOPs
  ensure governance controls are embedded in the key business processes to mitigate potential significant
  business risks faced by the Group; and

 g)  Insurance and physical safeguards over major assets are in place to ensure that the assets of the Group are
  adequately covered against any mishap that may result in material losses to the Group.   
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iii. Other internal control processes

 a) The  Executive Directors are actively involved in the running of the daily business operations and they report to the
  Board on significant changes in the business and external environment, which affect the operations of the Group at
  large;

 b) The professionalism and competency of the Group’s human resources are maintained through established
  recruitment process, performance appraisal system and training; and

 c) Emphasis is placed on enhancing the quality and ability of employees through a wide variety of training
  programmes and workshops to enhance their knowledge and the employees’ competency levels in executing their 
  daily jobs.

Weaknesses in Internal Controls
There were no material losses, contingencies or uncertainties during the financial year ended 30 November 2015 as a result of 
weaknesses in internal control that would require disclosure in the Group’s Annual Report. The Board, in striving for continuous 
improvement, will continue to take appropriate measures and action plans, where necessary to comply with the Group’s internal 
policies and best practices.

Assurance from Management 

In accordance with the Statement on Risk Management and Internal Control – Guidelines for Directors of Listed Issuers, the 
Board has received assurance from the Group Managing Director and Group Chief Accountant that to the best of their 
knowledge, the risk management and internal control of the Group are operating effectively and adequately in all material 
respects, based on the risk management and internal control framework adopted by the Group.

Review of the Statement by External Auditors
The External Auditors have reviewed this Statement on Risk Management and Internal Control pursuant to the scope set out in 
Recommended Practice Guide (“RPG”) 5 (Revised),  Guidance for Auditors on Engagements to Report on the Statement on 
Risk Management and Internal Control included in the Annual Report issued by the Malaysian Institute of Accountants (“MIA”) 
for inclusion in the Annual Report of the Group for the year ended 30 November 2015 and reported to the Board that nothing 
has come to their attention that caused them to believe that the Statement intended to be included in the Annual Report of the 
Group, in all material aspects:

 a) had not been prepared in accordance with the disclosures required by paragraphs 41 and 42 of the Statement on Risk
  Management and Internal Control: Guidelines for Directors of Listed Issuers, or

 b) is factually inaccurate.

RPG 5 (Revised) does not require the External Auditors to consider whether the Directors’ Statement on Risk Management and 
Internal Control covers all risks and controls, or to form an opinion on the adequacy and effectiveness of the Group’s risk 
management and internal control system including the assessment and opinion by the Board of Directors and Management 
thereon.

The auditors are also not required to consider whether the processes described to deal with material internal control aspects of 
any significant problems disclosed in the annual report will, in fact, remedy the problems.

CONCLUSION
The Board is of the view that the Group has implemented an adequate and effective system of risk management and internal 
controls with a view to provide itself with effective measures to prevent and mitigate any possible negative effects arising from 
any challenging scenario which may occur that can impact the Group’s performance. 

New protocols will be introduced in the course of time as well as changes and improvements will also be made to the existing 
systems of risk management and internal controls.  The Board and the Management are fully committed to such ongoing 
improvements and enhancements and view such measures as both critical and necessary to the Group’s operations. 

This Statement is made in accordance with the resolution of the Board dated 7 March 2016.



OTHER CORPORATE DISCLOSURE
In compliance with the Main Market Listing Requirements of Bursa Securities, the following information is 
provided:

UTILISATION OF PROCEEDS
There were no proceeds raised from any corporate proposals 
during the financial year ended 30 November 2015.

SHARE BUY-BACK There was no share buy-back effected during the financial year 
ended 30 November 2015.

OPTIONS OR CONVERTIBLE 
SECURITIES

There were no options or convertible securities issued by the 
Company during the financial year ended 30 November 2015.

DEPOSITORY RECEIPT 
PROGRAMME

The Company did not sponsor any depository receipt programme 
during the financial year.

SANCTIONS AND / OR 
PENALTIES 

There were no sanctions and/or penalties imposed on the 
Company and its subsidiaries, Directors or management, by the 
relevant regulatory bodies during the financial year.

NON-AUDIT FEES During the financial year, a total of RM200,000 was payable to 
KPMG for non-audit services rendered. 

VARIATION IN RESULTS

The Company did not make or announce any profit estimate, 
forecast or projection during the financial year ended 30 November 
2015. There was no variation to the unaudited results which were 
announced for the financial year ended 30 November 2015.

PROFIT GUARANTEE There were no profit guarantees issued during the financial year 
ended 30 November 2015 by the Company.

MATERIAL CONTRACTS
During the financial year, there were no material contracts by the 
Company or its subsidiaries involving the interests of Directors and 
major shareholders.

CONTRACTS RELATING TO 
LOANS

There were no contracts relating to loans by the Company involving 
interests of Directors and major shareholders.

RECURRENT RELATED 
PARTY TRANSACTIONS OF 
A REVENUE OR TRADING 
NATURE

There were no recurrent related party transactions during the 
financial year ended 30 November 2015.
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