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PART A

PROPOSED LTIP




DEFINITIONS

Except where the context otherwise requires, the following abbreviations and definitions shall apply throughout
Part A of this Circular:-

Act Companies Act, 1965

Award Date The date of the letter or electronic mail of which an ESGS Award is offered
by the LTIP Committee to the Eligible Person(s) to participate in the
Proposed LTIP

Board Board of Directors of MRCB

Bursa Securities

Bursa Malaysia Securitics Berhad (635998-W)

By-Laws The rules, terms and conditions of the Proposed LTIP (as may be modified,
varied, and/ or amended from time to time in accordance with By-Law 23)
as set out in Appendix A(I) of Part A of this Circular

Circular This circular to shareholders dated 15 November 2016

EGM Extraordinary General Meeting

Eligible Person(s) The Executive(s) and the Executive Director(s) who meet the criteria of
eligibility for participation in the Proposed LTIP as set out in the By-Laws

EPF Employees Provident Fund Board

EPS Earnings per share

ESGS The executive share grant scheme comprising the RSP and/ or the PSP

ESGS Award(s)

Award(s) of Share(s) comprising the PSP Grant or RSP Grant made in
writing by the LTIP Committee from time to time to Eligible Person(s) to
participate in the ESGS in the manner as set out in the By-Laws

ESOS Employees’ share option scheme

Executive(s) A natural person(s) who has attained the age of cighteen (18) years, is
employed by and on the payroll of any company in the MRCB Group
whose employment has been confirmed in writing

Executive Director(s) A director(s) of the Company who, on the Award Date, is on the payroll of

the MRCB Group and is involved in the management of any corporation
within the MRCB Group

Existing ESOS By-Laws By-laws governing the Existing ESOS Scheme

Existing ESOS Option(s) The ESOS option(s) granted pursuant to the Existing ESOS Schemie

Existing ESOS Scheme Existing employees’ share option scheme of MRCB, which was effective

on 31 Qctober 2007 and extended by another period of five (5) years, and
which is due to expire on 30 October 2017

FYE . Financial year ended/ ending, as the case may be
Grantee(s) : PSP Granitee(s) and/ or RSP Grantee(s), as the case may be
Collectively, Tan Sri Salim and Mohd Imran Tan Sri Mohamad Salim,

being the Group Managing Director and the Executive Director of MRCB,
respectively

Interested Directors

Listing Requirements Main Market Listing Requirements of Bursa Securities
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DEFINITIONS (Cont'd)

LPD

LTIP Committee

Memorandum and Articles of

Association
MRCB or Company

MRCB Group or Group

MRCB Share(s) or Share(s)

NA

Placement Share(s)

Private Placement

Proposed LTIP

PSP

PSP Grant

PSP Grantee(s)

RHB Investment Bank
RSP

RSP Grant

RSP Grantee(s)

Tan Sri Salim

Trust

Trust Deed(s)

20 October 2016, being the latest practicabie date prior to the printing of
this Circular

A committee to be set up and authorised by the Board to administer the
Proposed LTIP in accordance with the By-Laws, comprising such number
of directors and/ or senior management personnel of the MRCB Group,
identified from time to time

Memorandum and Articles of Association of MRCB

Malaysian Resources Corporation Berhad (7994-D)

Collectively, MRCB and its subsidiaries (excluding subsidiaries which are
dormant)

Ordinary share(s) of RM1.00 each in MRCB

Net asset(s)

Up to 493,019,758 new MRCB Shares to be placed out by MRCB pursuant
to the Private Placement

Private placement of up to 493,019,758 Placement Shares representing up
to 20% of the issued and paid-up share capital of MRCB as announced by
MRCB on 16 November 2015 and approved by the shareholders of MRCB
on 21 December 2015

Proposed establishment of a long-term incentive plan of up to ten percent
(10%) of the issued and paid-up share capital of MRCB (excluding treasury
shares), for the Eligible Person(s) which shall be administered in
accordance with the By-Laws

Performance share plan adopted or to be adopted by our Company under
the ESGS, as may be modified or altered from time to time

A grant of Share(s) made in writing by the LTIP Committee from time to
time to an Eligible Person under the PSP

Eligible Person(s) who has accepted a PSP Grant in the manner as set out in
the By-Laws

RHB Investment Bank Berhad (19663-P)

Restricted share plan adopted or to be adopted by our Company under the
ESGS, as may be modified or altered from time to time

A grant of Share(s) made in writing by the LTIP Committee from time to
time to an Eligible Person under the RSP

Eligible Person(s) who has accepted a RSP Grant in the manner as set out
in the By-Laws

Tan Sri Mohamad Salim Fateh Din

A trust for the purposes of subscribing for new Share(s) and/ or acquiring
existing Share(s) from the Main Market of Bursa Securities and transferring
them to the Grantee(s) at such time as the LTIP Committee shall direct

Trust deed(s) to be entered into between owr Company and the Trustee
constituting the Trust
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DEFINITIONS (Cont’d)

Trustee : A trustee to be appointed by our Company for the Proposed LTIP from
time to time

Warrant(s) :  The warrants issued by our Company on 17 September 2013, 23 June 2014
and 13 January 2015, constitated by a deed poll dated 22 August 2013 and
expiring on 16 September 2018

Currency

RM and sen :  Ringgit Malaysia and sen, the legal tender of Malaysia

References to “our Company”, “we”, “us” and “ourselves’ in Part A of this Circular are to MRCB and where
the context otherwise requires, shall include our subsidiary companies. References to “our Group” are to our
Company and our subsidiary companies. All references to “you” in Part A of this Circular are to our
shareholders.

Unless specifically referred to, words denoting the singular shall, where applicable, include the plural and vice
versa and words denoting the masculine gender shall, where applicable, include the feminine and/ or neuter
genders and vice versa. References to persons shall include corporations, unless otherwise specified.

Any reference in Part A of this Circular to the provisions of any statute, rules, regulation or rules of stock
exchange shall (where the context admits), be construcd as a reference to the provisions of such statute, rules,
rcgulation or rules of stock exchange (as the case may be) as modificd by any written law or (if applicable)
amendments to the statute, rules, regulation or rules of stock exchange for the time being in force.

Any reference to a time of day in Part A of this Circular shall be a reference to Malaysian time, unless otherwise
stated.

Certain amounts and percentage figures included herein have been subject to rounding adjustments. Any
discrepancy between the figures shown herein and figures published by MRCB, such as in its quarterly results
or annual reports, is due te rounding.

Certain statements in Part A of this Circular may be forward-looking in nature, which are subject to
uncertainties and contingencies. Forward-looking statements may contain estimates and assumptions made by
your Board after due inquiry, which are nevertheless subject to known and unknown risks, uncertainties and
other factors which may cause the actual results, performance or achievements to differ materially from the
anticipated results, performance or achievements expressed or implied in such forward-looking statements. In
light of these and other uncertainties, the inclusion of a forward-looking statement in Part A of this Circular
should not be regarded as a representation or watranty that MRCB’s plans and objectives will be achieved.

The rest of this page has been intentionally left blank _j
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MRCB

MALAYSIAN RESOURCES CORPORATION BEREAD
{Company No. 7994-D)
{Incorporated in Malaysia under the Companies Act, 1965)

Registered office:

Level 33 A, Menara NU 2

No. 203, Jalan Tun Sambanthan
Kuala Lumpur Sentral

50470 Kuala Lumpur

Malaysia

15 November 2016
Board of Directors

Tan Sri Azlan Zainol (Non-Independent Non-Executive Chairman)

Tan Sri Mohamad Salim Fateh Din (Group Managing Director)

Mohd lmran Tan Sri Mohamad Salim (Executive Director)

Datuk Shahril Ridza Ridzuan (Now-Independent Non-Executive Director)
Jamaludin Zakaria (Tndependent Director)

Rohaya Mohammad Yusof (Non-Independent Norn-Executive Director)
Chuah Mei Lin (Independent Director)

Hasman Yusri Yusoff (Independent Director)

To: Our Sharecholders
Dear Sir/ Madam,

PROTOSED LTIP

1. INTRODUCTION

On 25 August 2016, RHB Investment Bank had, on behalf of your Board, announced that our
Company proposes to establish a long-term incentive plan of up to ten percent (10%) of the issued and
paid-up share capital of our Company {excluding treasury shares), for the Eligible Persons.

On 12 October 2016, RHB Investment Bank had, on behalf of your Board, announced that Bursa
Securities had, vide its letter dated 11 October 2016, approved the listing of and quotation for such
number of new MRCB Shares representing up to ten percent {10%} of our issued and paid-up ordimary
share capital (excluding treasury shares} to be issued under the Proposed LTIP on the Main Market of
Bursa Securities, subject to the conditions as set out in Section 10 of Part A of this Circular.

THE PURPOSE OF PART A OF THIS CIRCULAR IS TO PROVIDE YOU WITH THE
DETAILS OF THE PROPOSED LTIP AND TO SEEK YOUR APPROVAL FOR THE
ORDINARY RESOLUTIONS PERTAINING TO THE PROPOSED LTIP TO BE TABLED AT
THE FORTHCOMING EGM.

YOU ARE ADVISED TO READ AND CAREFULLY CONSIDER THE CONTENTS OF PART A

OF THIS CIRCULAR BEFORE VOTING ON THE ORDINARY RESOLUTIONS
PERTAINING TO THE PROPOSED LTIP TO BE TABLEDP AT THE FORTHCOMING EGM.
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2.1.1

DETAILS OF THE PROPOSED LTIP

The Proposed LTIP is intended to allow our Company to attract, motivate, reward and/ or retain the
Eligible Persons through the grant/ award of MRCB Shares as determined by the LTIP Committee in
accordance with the By-Laws, The LTIP Committee shall have the discretion to determine and change
any criteria or basis of making the offers of the ESGS Awards from time to time.

The ESGS will allow our Company to award MRCB Shares to the Eligible Persons by means of a RSP
and/or a PSP as follows:-

(1) RSP

The RSP is a restricted share plan designed to reward selected employees of our Group in
recognition of their loyalty and contribution towards the growth and success of our Group and
to motivate them to continue to contribute positively to cur Group.

(i) PSP

The PSP is a performance share plan designed to reward selected senior management
employees of our Group and the Executive Directors of our Company, if certain prescribed
performance targets set by the LTIP Committec are met.

The PSP is intended to incentivise the senior management employees of our Group and
Executive Directors of our Company to align their objectives with the key strategic objectives
of our Group in order to maximise shareholder value.

In implementing the ESGS, the LTIP Committee may in its discretion decide that the ESGS Award be
satisfied via the following:-

(a) issuance of new MRCB Shares;
{b) acquisition and transfer of existing MRCB Shares from the market;
(c) any other methods as may be permitted by the Act, as amended from time to time and any rc-

enactment thereof; or
{d) a combination of any of the above,

depending on, amongst others, the prevailing market price of MRCB Shares, funding considerations,
our Group’s capital base and the future cash flow requirements of our Group.

Under the ESGS, the ESGS Awards will be made at no consideration. Once the ESGS Awards are
accepted by the Eligible Persons, they will be vested in tranches to the Eligible Persons in accordance
with the terms of the By-Laws.

Salient terms and conditions of the Proposed LTIP
Size of the Proposed LTIP

The aggregate maximum number of MRCB Shares which may be made available under the Proposed
LTIP shall not in aggregate exceed ten percent (10%) (or at any per centurn in accordance with any
guidelines, rules and regulations of the relevant authorities goveming the Proposed LTIP during the
existence of the Proposed LTIP) of the issued and paid-up share capital of our Company {excluding
treasury shares) (“Maximnm Shares”) at any point of time during the duration of the Proposed LTIP.

Pursuant to the Listing Requirements, a listed issuer may implement more than one (1) scheme
involving a new issuance of shares to employees, provided that the aggregate number of shares
available under all such schemes does not breach the prescribed limit of fifteen percent (15%) of its
issued and paid-up share capital {excluding treasury shares) at any one time. For information purposes,
our Group has put in place the Existing ESOS Scheme as at the date of this Circular.



2.1.2

2.1.3

Notwithstanding the foregoing, the Board shall ensure that at any point of time and at all times
throughout the subsistence/ tenure of the Existing ESOS Scheme, the aggregate number of Shares to be
issued under the Proposed LTIP and the Existing ESOS Scheme together with the Shares to be issued
under any other employee share scheme(s) of our Company which may be established by our Company
and which is still subsisting at the time that an ESGS Award is offered, shall not exceed an aggregate
mmber of Shares equivalent to ten percent {10%) of the issued and paid-up share capital {excloding
treasury shares) of our Company at the relevant time.

Basis of allotment and maximum allowable allocation of Shares

The total number of new MRCRB Shares that may be allocated to any one (1) of the Grantees at any
time shall be at the discretion of the LTIP Committee {subject always to the By-Laws and any
applicable law).

Notwithstanding the forepoing, at any point of time during the existence of the Proposed LTIP, not
more than ten percent {10%) of the new MRCB Shares, made available under the Proposed LTIP and
any other subsisting employee share scheme(s), individually and collectively, shall be allocated to any
Eligible Person who, either singly or collectively through persons connected with the said Eligible
Person, holds twenty percent (20%) or more of the issued and patd-up share capital of our Company
{excluding treasury shares).

For the avoidance of doubt, the LTIP Committee shall have sole discretion in determining whether the
Shares available for vesting under the Proposed LTIP are to be awarded to the Eligible Person via:-

(a) one single ESGS Award; or
(b} several ESGS Awards,

whereby the vesting of the Shares comprised in any one (1} single ESGS Award or several ESGS
Awards may be staggered in several tranches at such times and on such terms as determined by the
LTIP Committee.

No Eligible Person shall participate in the deliberation and discussion on their own respective
allocations and/ or allocations to persons connected with them.,

For information purposes, unless the context otherwise requires, “persons connected with an Eligible
Person” or “persons connected with a director” shall have the meaning given in relation to persons
connected with a director or major shareholder of a corporation as defined in Paragraph 1.01 of the
Listing Requirements,

Eligibility

Employees of our Group (including the Executive Directors of our Company) who meet the following
criteria as at the date of ESGS Award shall be eligible to be considered as an Eligible Person to
participate in the Proposed LTIP:-

(1) he/ she has attained the age of 18 years;

(ii) he/ she is not an undischarged bankrupt nor subject to any bankruptcy proceedings;

(iii) in respect of an Executive, such executive fulfils the following criteria as at the Award Date:-
(a) he/ she is a confirmed full time employee on the payroll of a corporation within our
Group;
(b} he/ she has been employed by one (1) or more corporations within our Group for

such period as may be determined by the LTIP Committee; and
(c) such Executive falls within any other eligibility criteria as may be determined by the

LTIP Committce from time to time at its sole discretion, whose decision shall be
final and binding; and
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2.1.5

2,1.6

(iv) in respect of an Executive Director, such Executive Director fulfils the following criteria as at

the Award Date:-
(a) he/ she has been appointed as an Executive Director of our Company; and
(b he/ she has been involved in the management of any corporation within our Group.

Duration of the Proposed LTIP

The Proposed LTIP shall be in force for a duration of five (5} years from the date that the last of the
conditions as set out in the By-Laws have been obtained and/ or complied with (“Effective Date”). The
last day of the duration of the Proposed LTIP shall be the end of the fifth (5") vear from the Effective
Date (“Date of Expiry”).

However, the duration of the Proposed LTIP may be extended by your Board from time to time, upon
the recommendation of the LTIP Committee and without our Company’s shareholders’ approval in a
general meeting, subject to an aggregate duration of ten (10) years from the Effective Date or such
longer duration as may from time to time be permitted by the relevant authorities. In the event the
Proposed LTIP is extended and implemented in accordance with the terms of the By-Laws, the LTIP
Committee shall inform the Executives and Executive Directors of our Group of such extension.

Termination
The Proposed LTIP may be terminated by your Board, upon the recommendation of the LTIP

Comumittee at any time before the Date of Expiry provided that our Company makes an announcement
immediately to Bursa Securities. The announcement shall include:-

{1 the effective date of termination (*Termination Date”);
(i1) the number of Shares vested under the ESGS; and
{1ii) the reasons and justification for termination.

In the event of termination of the Proposed LTIP, the following provisions shall apply:-
(i) no further ESGS Award shall be made by the LTIP Committee from the Tenmination Date;

{i1) all ESGS Awards which have yet to be accepted by the Eligible Person(s) shall automatically
lapse on the Termination Date; and

(i11) all ESGS Awards which have vet to be vested in the Eligible Person(s) shall automatically
lapse on the Termination Date.

For the avoidance of doubt, approval or consent of the shareholders of our Company by way of a
resolution in an EGM and written consent of the Grantees who have yet to have the ESGS Awards
vested in them are not required to effect the termination of the Proposed LTIP.

Trust arrangement

For the purposes of facilitating the implementation and administration of the Proposed LTIP, our
Company and/ or the LTIP Committee may (but shall not be obliged to) establish a Trust to be
administered by the Trustee(s), if required, to enable the Trustee to subscribe for new Shares and/ or
acquire existing Shares for the purpose of the Proposed LTIP and to pay expenses in relation to the
administration of the Trust, the Trustee may, to the extent permitted by law, be entitled from time to
time to accept funding and/ or assistance, financial or otherwise, from our Group and/ or any third party
to be paid into the bank account(s) to be established by the Trustee for the purpose of the Trust as the
Trustee may direct for any such payment.
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2.1.7

The Trustee, if and when the Trust is established, shall administer the Trust in accordance with the
terms of the Trust Deed. For the purpose of administering the Trust, the Trustee shall do all such acts
and things and enter into any transactions, agreements, deeds, documents or arrangements or make
rules, regulations or impose terms and conditions or delegate part of its power relating to the
administration of the Trust, as the LTIP Committee may in its sole discretion direct for the
implementation and administration of the Trust.

For the avoidance of doubt, our Company has not appointed any Trustee at this juncture.
Rights attaching to the MRCB Shares and the ESGS Awards

The new Shares to be allotted and issued upon the vesting of any ESGS Awards under the Proposed
LTIP will be subject to the provisions of the Memorandum and Articles of Association and will, upon
allotment and issue, rank pari passu in all respects with the then existing MRCB Shares, save and
except that they will not be entitled to any dividends, rights, allotments and/ or other distributions,
which may be declared, made or paid to shareholders, the entitlement date of which precedes the date
of allotment and issuance of the new Shares.

In respect of the existing MRCB Shares to be transferred to the Grantees, such MRCB Shares shall not
be entitled to any dividends, rights, allotments and/ or other distributions, which may be declared, made
or paid to shareholders, the entitlement date of which precedes the date on which the existing MRCB
Shares are credited into the central depository system accounts of the respective Grantees pursuant to
the vesting of the MRCB Shares comprised in the ESGS Awards.

The ESGS Awards shall not carry any rights to vote at any general meeting of our Company. For the
avoidance of doubt, the Grantee shall not in any event be entitled to any dividends, rights, allotments or
other distributions on his/ her unvested ESGS Awards.

UTILISATION OF PROCEEDS

No proceeds will be raised by our Company pursuant to the Proposed LTIP in view that the MRCB
Shares to be awarded to the Eligible Persons will not require any payinent to our Company by the
Eligible Persons.

The estimated expenses relating to the establishment of the Proposed LTIP, which mainly comprises of
professional fees, is approximately RMO.85 million. For the avoidance of doubt, such estimated
expenses exclude the potential cost of awarding the ESGS Awards pursuant to the Malaysian Financial
Reporting Standard 2 on Share-based Payment as issued by the Malaysian Accounting Standards Board
(“MFRS 27), further details of which are set out in Section 6.4 of Part A of this Circular.

DETAILS OF THE EXISTING ESOS SCHEME

Our Company had, on 31 October 2007 established the Existing ESOS Scheme involving the grant of
options to the eligible persons of our Group, which includes any employee (including an Executive
Director) of our Group who meets the eligibility criteria, to subscribe for new MRCB Shares in
accordance with the provisions of the Existing ESOS By-Laws. The Existing ESOS Scheme is valid for
a period of ten (10) years and shall expire on 30 October 2017. The total number of MRCB Shares
which may be issued pursuant to the exercise of the Existing ESOS Options shall not exceed fifteen
percent (15%) of the issued and paid-up share capital of our Company (excluding freasury shares)
(“Existing ESOS Options Limit™).

Details of the Existing ESOS Scheme since its commencement are as follows:-

I Employees of our Group
inclnding Executive
As at LPD ) Directors |  Executive Directors
No. of Existing ESOS Options granted 229,090,995 8,212,500
No. of Existing ESOS Options exercised 24,954 952 800,000
No. of Existing ESOS Options lapsed 105,879,736 4,350,000
|_No. of outstanding Existing ESOS Options 98,256,307 3,062,500




Pursuant to the Existing ESOS By-Laws, the total number of MRCB Shares which may be issued
pursuant to the Existing ESOS Options granted under the Existing ESOS Scheme to the eligible
directors and members of senior management of our Group as prescribed in the Existing ESOS By-
Laws shall not exceed in aggregate fifty percent (50%) of the total number of MRCB Shares to be
issued under the Existing ESOS Scheme. As at LPD, the total Existing ESOS Options offered to the
eligible directors and members of sentor management of our Group as prescribed in the Existing ESOS
By-Laws amounted to approximately 7.8% of the Existing ESOS Options Limit under the Existing
ESOS Scheme.

Details of the Existing ESOS Options granted are as follows:-

No. of Existing ESOS
Tranche Date granted Option price Options granted
1 21 December 2007 RM2.790 41,135,000
1A 11 March 2010 RM2.79 2,427,385
2 28 April 2009 RMI1.149 23,438.250
2A 11 March 2010 RM1.14 1,425,907
3 24 August 2010 RM2.00 26,991,000
4 27 June 2011 RM2.48 18,669,000
5 28 February 2013 RM1.61 26,531,953
6 27 October 2015 RM1.30 85,103,750
7 1 June 2016 RM1.30 3,368,750
TOTAL 229,090,995

Notes:-

i}

2

Pursuant to an adjusiment as required under the Existing £ESOS By-Laws, on 11 March 2010, 74 new oplions were
issued by our Company for every 1,000 options granted and the Existing ESOS Options price was adjusted from
RM3.00 1o RM2.79 per Existing ESOS Option.

Pursuam to an adjusiment as required under the Existing ESOS By-Laws, on 11 March 2010, 74 new options were
issued by owr Company for every 1,000 options granted and the Existing ESOS Options price was adjusted from
RMI.22 to RMI. 14 per Existing ESOS Option.

RATIONALE FOR THE PROPOSED LTIP

The rationale of the Proposed LTIP is as follows:-

(a)

(b)

(©)

(d)

to provide our Company with the flexibility to determine the most appropriate instrument or
combination of instruments to attract, motivate, reward and/ or retain the Eligible Persons who
have contributed to the success of our Group and whose services are vital to the continued
growth and performance of our Group;

to incentivise the Eligible Persons towards strategic business objectives by rewarding them
with an equity stake in our Company;

to cultivate a sense of loyalty, dedication and commitment among the Eligible Persons by
aligning the interests of the Eligible Persons with those of the shareholders of our Company;

and

to make our Group’s remuneration scheme more competitive in order to attract prospective
executives with relevant skills and experience to join and contribute to our Group.
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0.

E¥FECTS OF THE PROPOSED LTIP

For illustration purposes, the effects of the Proposed LTIP shall be based on the following scenarios:-

Minimum Scenario

Maximum Scenario

Assuming the following:-

(i)

(i)

(iif)

(iv)

no further Existing ESOS Options will be granted under the Existing
ESOS Scheme;

none of the 98,256,307 Existing ESOS Options as at LPD, which
have been offered to the eligible employees and executive directors
of our Group pursuant to the Existing ESOS Scheme is exercised;

none of the 576,519,012 outstanding Warrants as at LPD is
exercised; and

the full issmance of the remaining 63,693,171 Placement Shares
under the minimum scenario to third party investors to be identified
in relation to the Private Placement,

before the implementation of the Proposed LTIP.

Assuming the following:-

@

(i)
(iii)

(iv)

no further Existing ESOS Options will be granted under the Existing
ESQOS Scheme;

all of the 98,256,307 Existing ESOS Options are fully exercised;

all of the 576,519,012 outstanding Warrants as at LPD are fully
exercised; and

the full issuance of the remaining 199,394,758 Placement Shares
under the maximum scenario to third party investors to be identified
in relation to the Private Placement,

before the implementation of the Proposed LTIP.

The rest of this page has been intentionally left blank
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Issued and paid-up share capital

The Proposed LTIP is not expected to have any immediate effect on the issued and paid-up share
capital of our Company until such time as and when the new MRCB Shares arising from the vesting of
the ESGS Awards are allotted and issued. Any potential effect on the issued and paid-up share capital
of our Company in the future would depend upon the number of new MRCB Shares allotied and issued
at the relevant point in time.

For illustrative purposes only, assuming that the ESGS Awards are satisfied via the issuance of new
Shares, the pro forma effects of the Proposed LTIP on the total issued and paid-up share capital of our
Company as at LPD are set out below:-

Minimum Scenario | Maximum Scenario

No. of Shares No. of Shares

Issued and paid-up share capital as at LPD 2,080,215,857 2,080,215,857
Upon full exercise of the Existing ESOS Options - 98,256,307
Upon full exercise of the outstanding Warrants - 576,515,012
Upon completion of the Private Placement 63,693,171 199,394,758
2,143,909,028 2,954,385,934

Maximum number of Shares to be issued pursvant to the 214,390,902 295,438,593

Proposed LTIP

Enlarged issued and paid-up share capital 2,358,299,930 3,249,824,527

The rest of this page has been intentionally left blank
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6.3

6.4

6.5

NA and gearing

The Proposed LTIP will not have any immediate effect on our Group’s consolidated NA, NA per
MRCB Share and gearing until such time that new MRCRB Shares arising from the vesting of the ESGS
Awards are allotted and issued. Any potential effect on the conselidated NA per MRCB Share will
depend on the mode of settlement of the ESGS Awards and the munber of new MRCB Shares to be
issued (if any), both of which can only be determined at the date of vesting. Assuming all the ESGS
Awards are satisfied via the allotment and issuance of new MRCB Shares, the consolidated NA per
Share of our Company is expected to be diluted.

Nonetheless, the Proposed LTIP is not expected to have a material impact on our Group’s NA, NA per
MRCB Share and gearing for the FYE 31 December 2016.

Farnings and EPS

With the adoption of MFRS 2, the potential cost of awarding the ESGS Awards will have to be
measured at fair value on the date of the grant and recognised as an expense in the statement of profit
or loss of our Group over the vesting period of such new MRCB Shares under the grant.

The extent of the effect of the Proposed LTIP on the eamings and EPS of our Group cannot be
determined at this juncture as it would depend on various factors that affect the fair value of the new
MRCB Shares as at the respective dates of the grant. However, depending on the manner the ESGS
Awards are satisfied, the potential cost of awarding the grant may not necessarily represent a cash
outflow and may only be an accounting treatment.

The Proposed LTIP will have a dilutive effect on the EPS of our Group due to the increase in the
number of MRCB Shares resulting from the allotment and issuance of new MRCB Shares pursuant to
the Proposed LTIP.

Your Board will take into consideration the potential impact of the relevant applicable accounting
standards on the future earnings of our Group when considering allocation and awarding of the grants
to the Eligible Persons.

Convertible securities
Save for the outstanding Existing ESOS Options and outstanding Warrants, which are exercisable into
new MRCB Shares, our Company does not have any other existing and outstanding convertible

security as at LPD.

The Proposed LTIP will not have any effect on the terms and conditions of the outstanding Existing
ESOS Options and outstanding Warrants,

The rest of this page has been intentionally left blank
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MARKET PRICES OF MRCB SHARES

The monthly highest and lowest market prices of MRCB Shares as traded on the Main Market of Bursa
Securities for the past twelve (12) months from November 2015 to October 2016 are as follows:-

[ High Low
(RM) (RM)

2015
November 1.52 1.25
December 1.36 1.20
2016
January 1.32 1.09
February 1.24 1.08
March 1.27 1.13
April 1.26 1.18%
May 1.24 1.15
June 1.16 1.02
July 1.21 1.05
August 1.37 1.14
September 1.42 1.24
October 1.37 1.34
Last transacted market price of MRCB Shares on 24 August 2016 (being the last ful] trading RM1.31
day prior to the announcement of the Proposed LTIP on 25 August 2016)
Last transacted market price of MRCB Shares as at LPD RM1 33

(Source: Bloomberg)

ESTIMATED TIMEFRAME FOR COMPLETION

Barring any unforeseen circumstances and subject to all relevant approvals being obtained, our
Company expects to itnplement the Proposed LTIP by the second quarter of 2017.

INTERESTS OF DIRECTORS, MAJOR SHAREHOLDERS AND/ OR PERSONS
CONNECTED WITH THEM

The Interested Directors, are deemed interested in the Proposed LTIP by virtue of their eligibility for
the ESGS Awards in their capacity as Executive Directors to the extent of their respective specific
allocations and/ or allocations to persons connected with them, if any.

Accordingly, the Interested Directors have abstained and will continue to abstain from all deliberations
and voting in respect of any specific allocation of the ESGS Awards to themselves respectively as well
as the specific allocations to persons comnected with them (where applicable) at the relevant Board
meetings of our Company.

In addition, the Interested Directors will continue to abstain from voting in respect of their direct and/
or indirect sharcholdimgs in our Company, if any, on the resolution pertaining to their respective
allocations of ESGS Awards and/ or allocations to persons connected with them, if any, under the
Proposed LTIP at the EGM of our Company to bc convened.

Further, the Interested Directors have also undertaken that they shall ensure that persons connected
with them will abstain from voting in respect of their direct and/ or indirect shareholdings in our
Company, if any, on the resolution pertaining to their respective specific allocations and allocations to
persons connected with them, if any, under the Proposed LTIP at the EGM of our Company to be
convened,

Save as disclosed above, none of the directors, major shareholders and/ or persons connected with them
have any interest, direct or indirect, in the Proposed LTIP.
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As at LPD, the direct and indirect shareholdings of our Interested Directors and person connected with
them are as follows:-

< Direct > | < Indirect >
No. of Shares Y% No, of Shares %
Tan Sri Salim - - 358,322,581 17.23
Mohd Imran Tan Sri Mohamad Salim - - - -
Nor Izzati Tan Sri Mohamad Salim - - - -
Note:-
e Deemed interested by virtue of his substantial shareholding in GSB pursuant to Section 64 of the Aet.

APPROVALS REQUIRED
The Proposed LTIP is subject to the following approvals being obtained:-
6] our shareholders at an EGM to be convened for the Proposed LTIP;

(ii) Bursa Securities for the listing of and quotation for such number of new MRCB Shares
representing up to ten percent {(10%) of the issued and paid-up share capital of our Company
{excluding treasury shares) to be issued pursuant to the Proposed LTIP on the Main Market of
Bursa Securities, which was obtained vide its letter dated 11 OQctober 2016, subject to,
amongst others, the following conditions:-

No. | Conditions imposed Status of compliance

1. RIHB Investment Bank is required to submit a To be complied
confirmation to Bursa Securities of full compliance of the
Proposed LTIP pursuant to paragraph 6.43 (1) of the
Listing Requirements and stating the effective date of
implementation together with a certified true copy of the
resolution passed by the shareholders in a gencral meeting;
and

2. MRCB is required to furnish Bursa Securities on a To be complied
quarterly basis a summary of the total number of MRCB
Shares listed pursuant to the Proposed LTIP as at the end
of each quarter together with a detailed computation of
listing fees payable.

and;
{iii} any other relevant authorities and/ or parties, if required.

The Proposed LTIP is not conditional upon or inter-conditional with any other corporate exercise
undertaken or to be undertaken by our Company.

DIRECTORS’ STATEMENT

After having considered all aspects of the Proposed LTIP, including but not limited to the rationale and
effects of the Proposed LTIP, your Board {with the exception of the Interested Directors, who have
abstained from expressing any opinion or recomnmendation on any specific allocations to themselves
respectively as well as specific allocations to persons connected with them (where applicable) under the
Proposed LTIP, if any) is of the opinion that the Proposed LTIP is in the best interest of our Company
and recommends that you vote in favour of the resolutions pertaining to the Proposed LTIP to be tabled
at the EGM of our Company to be convened.
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12. EGM

The EGM, the notice of which is enclosed in this Circular, will be held at Mahkota Ballroom 11, BR
Level, Hotel Istana Kuala Lumpur City Centre, 73, Jalan Raja Chulan, 50200 Kuala Lumpur on
Wednesday, 30 November 2016 at 10.00 am. or at any adjournment thereof, for the purpose of
considering and if thought fit, passing with or without any modification the ordinary resolutions to give
gffect to the Proposed LTIP.

If you are unable to attend the EGM, you are entitled to appoint a proxy or proxies to attend and vote
on your behalf. In such event, you should complete and deposit the Form of Proxy at our Share
Registrar’s office at Symphony Share Registrars Sdn Bhd, Level 6, Symphony House, Pusat Dagangan
Dana 1, Jalan PJU 1A/46, 47301 Petaling Jaya, Selangor Darul Ehsan, Malaysia, not less than 48 hours
before the date and time fixed for the EGM or at any adjournment thereof. The lodging of the Form of
Proxy will not preclude you from attending and voting in person at the EGM should you subsequently
wish to do so.

13. FURTHER INFORMATION

You are advised to refer to the attached appendices of Part A of this Circular for further information.

Yours faithfully
For and on behalf of the Board
MALAYSIAN RESOURCES CORPORATION BERHAD

TAN SRI AZLAN ZAINOL
Non-Independent Non-Executive Chairman
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APPENDIX A(I)

DRAFT BY-LAWS FOR THE PROPOSED LTIP

MALAYSIAN RESOURCES CORPORATION BERHAD
BY-LAWS OF THE LONG TERM INCENTIVE PLAN

PART I

NAME OF THE SCHEME

This Scheme (as defined herein) shall be called the “Malaysian Resources Corporation Berhad Long
Term Incentive Plan”.

2.1

22

2.3

31

OBJECTIVES OF THE SCHEME

The objectives of the LTIP (as defined herein) are as follows:

(a) to provide the Company (as defined herein) with the flexibility to determine the most
appropriate instrument or combination of instruments to attract, motivate, reward
and/or retain the Eligible Persons (as defined herein) who have confributed to the
success 0f the Group (as defined herein) and whose services are vital to the contimied
growth and performance of the Group;

(b) to incentivise the Eligible Persons towards strategic business objectives by rewarding
them with an equity stake in the Company;

(c) to cultivate a sense of loyalty, dedication and commitment among the Eligible
Persons by aligning the interests of the Eligible Persons with those of the
sharcholders of the Company; and

(d) to make the Group’s remuneration scheme more competitive in order to attract
prospective executives with relevant skills and experience to join and contribute to
the Group.

In addition to the objectives set out in By-Law 2.1 above, the objective of the RSP (as defined
herein) is to reward selected employees of the Group in recognition of their loyalty and
contribution towards the growth and success of the Group and to motivate them to continue to
contribute positively to the Group.

In addition to the objectives set out in By-Law 2.1 above, the objective of the PSP {as defined
herein) is to reward selected senior management employees of the Group and the Executive
Directors (as defined herein) of the Company, if certain prescribed performance targets set by
the LTIP Committee (as defined herein) are met. The PSP is also intended to incentivise the
senior management employees of the Group and Executive Directors of the Company to align
their objectives with the key strategic objectives of the Group in order to maximise
shareholder value.

DEFINITIONS AND INTERPRETATION

In these By-Laws, unless the context otherwise requires, the following terins and expressions
shall have the following meanings:

Act The Companies Act 1965, as amended from time to time
and any re-enactment thereof, including all regulations
issued thereunder

Award Date The date of the letter or electronic mail of which an ESGS
Award is offered by the LTIP Committee to the Eligible
Pcrsons to participate in the Scheme
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APPENDIX A(I)

DRAFT BY-LAWS FOR THE PROPOSED LTIP (Cont’d)

Board
Bursa Depository
Bursa Securities

By-Laws

CDS

CDS Account

Company or MRCB

Date of Expiry

Director

Disciplinary Proceedings

Duration of the Scheme

Effective Date

EGM

Eligible Person(s)

Entitlement Date

ESGS

The Board of Directors of MRCR for the lime being
Bursa Malaysia Depository Sdn Bhd (163570-W)
Bursa Malaysia Securities Berhad (635998-W)

The rules, terms and conditions of the Scheme (as inay be
modified, varied and/or amended from Hme to time in
accordance with By-Law 23)

Central Depository System

An account established by Bursa Depository for a
depositor for the recording of deposits and withdrawal of
securities and for dealings in such securities by a depositor

Malaysian Resources Corporation Berhad (7994-D), a
public limited company incorporated in Malaysia under
the Act and includes its successor-in-title and permitted
assigns

The last day of the Duration of the Scheme as defined in
By-Law 21.1

A director of the Company within the meaning of Section
4 of the Aet, which for the avoidance of doubt excludes
alternate directors

Proceedings instituted by the MRCB Group against an
Executive for any alleged misbehaviour, tnisconduct
and/or any other act of the Executive deemed to be
unacceptable by the MRCB Group in the course of that
Executive’s employment, whether or not such proceedings
may give rise to a dismissal or termination of the contract
of service of such Executive

The duration of the Scheme as defined in By-Law 21.1

The date on which the Scheme comes into force as
provided in By Law 21.1

Extracrdinary General Meeting

The Executives and the Executive Directors who meet the
criteria of eligibility for participation in the Scheme as set
out in By-Law 5

The date as at the close of business on which the
Company’s shareholders’ names must appear in MRCB’s
Record of Depositors and/or Register of Members in order
to be entitled to any dividends, rights, allotments and/or
other distributions that may be declared, made or paid to
the shareholders of the Company

The executive share grant scheme comprising the RSP
and/or the PSP



APPENDIX A(l)

DRAFT BY-LAWS FOR THE PROPOSED LTIP (Cont’d)

ESGS Award(s)

ESGS Grantee

Executive

Executive Director

Existing ESOS 2007

Group or MRCB Group

Listing Requirements

LTIP or Scheme

LTIP Committee

Market Day

Maximnm Allowable Allotment

Award(s) of Share(s) comprising the PSP Grant or RSP
Grant made in writing by the LTIP Committee from time
to time to Eligible Person(s) to participate in the ESGS in
the manner set out in these By-Laws

A PSP Grantee and/or a RSP Grantee, as the case may be

A natural person who is emiployed by and on the payroll
of any company in the Group whose employment has been
confirmed in writing

A Director of the Company who, on the Award Date, is on
the payroll of the Group and is involved in the
management of any corporation within the Group

The existing employees’ share option scheme of the
Company, which was effective on 31 October 2007 and
extended by another period of 5 years, and which is due to
expire on 30 October 2017

The Company and its subsidiary company(ies) as defined
in Section 5 of the Act (which for the avoidance of doubt
shall exclude the Company’s associate company(ies)) and
which are not dormant. Subject to the foregoing, the
expression “subsidiary company{ies)” shall for the
purposes hereof include subsidiaries which are existing as
at the Effective Date, and such subsidiaries which the
LTIP Committee may, from time 1o time, determine at its
discretion and subsidiaries which are incorporated or
acquired at any time during the Duration of the Scheme,
but excludes subsidiaries which have been divested in the
manner provided in By-Law 19

The Main Market Listing Requirements of Bursa
Securities, including any amendments thereto that may be
made from time to time

Malaysian Resources Corporation Berhad Long Term
Incentive Plan for the ESGS which shall be administered
m accordance with these By-Laws

The commiittee appointed by the Board to administer the
LTIP in accordance with By-Law 24, comprising such
number of the Directors andfor semior management
personnel of the MRCB Group identified from time to
time

Any day between Monday and Friday, both days
inclusive, which is not a public holiday and on which
Bursa Securities is open for the trading of securities

The maximum nutber of Shares in respect of the ESGS

Awards that can be offered and allotted to an Eligible
Person in accordance with By-Law 6.3
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Pcrformance Targets

Principal Adviser

PSP

PSP Grant

PSP Grantee

PSP Vesting Date(s)

Record of Depositors

RM and sen

RSP

RSP Grant

RSP Grantee

RSP Vesting Date(s)

Rules of Bursa Depository

SC

Shares

SICDA

The performance targets determined by the LTIP
Committes, which are to be achieved by the ESGS
Grantee and/or Group and/or business units within the
Gronp as determined by the LTIP Committee, during such
period as specified in the ESGS Award

A corporate fmance adviser responsible for making
submissions to the SC for corporate proposals, as defined
in the Principal Adviser Guidelines issued by the SC

The performance share plan adopted or to be adopted by
the Company under the ESGS, as may be modified or
altered from time to time

A grant of Shares made in writing by the LTIP Committee
from time to time to an Eligible Person under the PSP

An Eligible Person who has accepted a PSP Grant in the
manner provided in By-Law 8

The date or dates as may be determined by the LTIP
Committee on which all or some of the Shares awarded
under a PSP Grant to an Eligible Person is/are vested in
accordance with By-Law 9

The record of securities holders as established by Bursa
Depository under the Rules of Bursa Depository

Ringgit Malaysia and sen respectively

The restricted share plan adopted or to be adopted by the
Company under the ESGS, as may be modified or altered
from time to time

A grant of Shares made in writing by the LTIP Committee
from time to time to an Eligible Person under the RSP

An Eligible Person who has accepted a RSP Grant in the
manner provided in By-Law 8

The date or dates as may be determined by the LTIP
Committee on which all or some of the Shares awarded
under a RSP Grant to an Eligible Person is/are vested in
accordance with By-Law 9

The rules of Bursa Depository, as issued pursuant to
SICDA

Securities Commission Malaysia

Ordinary shares of RMI1.00 each in the Company or such
other par value from time to time or, if due to a change in
law, par value is no longer fegally required to be ascribed to
the share capital of the Company, the relevant ordinary
share capital of the Company from time to time

Securities Industry (Central Depositories) Act 1991, as
amended from time to time
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3.2

33

34

3.5

3.6

3.7

3.8

Vesting Conditions The conditions determined by the LTIP Committee and
stipulated in the ESGS Awards which must be fulfilled for
the Shares comprised in an ESGS Award to be vested in
an ESGS Grantee as provided in By-Law 9

Headings are for ease of reference only and do not affect the meaning of a By-Law.
Any reference to a statutory provision or an applicable law shall include a reference to:
{a) any and all subsidiary legislation made from time to time under that provision or law;

(b} any and all Listing Requirements, policies and/or guidelines of Bursa Securities
whether or not having the force of law but, if not having the force of law, the
compliance with which is in accordance with the reasonable commercial practice of
persons to whom such requirements, policies and/or guidelines are addressed by
Bursa Securities;

() that provision as from time to time modified or re-enacted, whether before or after the
date of these By-Laws, so far as such modification or re-enactment applies or is
capable of applying to any ESGS Award made, offered and/or accepted within the
Duration of the Scheme; and

(d) any past statutory proviston (as from time to titme modified or re-enacted} which such
provision has directly or indirectly replaced.

Words importing the masculine gender shall include the feminiue and neuter genders.
Words importing the singular number shall include the plural number and vice versa.

1f an event is to occur on a stipulated day which is not a Market Day, then the stipulated day
will be taken to be the first Market Day after that day; and if an event is to occur on a
stipulated day which falls afier the Date of Expiry then the stipulated day shall be taken to be
the last Market Day of the Duration of the Scheme.

Any liberty or power or discretion which may be exercised, and/or any decision or
determination which may be made, uuder these By-Laws:

(a) by the Board may be exercised in the Board’s sole discretion aud the Board shall not
be under any obligation to give any reasous therefor; or

(b} by the LTIP Committee may be exercised in the LTIP Committee’s sole discretion
and the LTIP Committee shall not be under any obligation to give aty reason
therefor, but subject always to the Board’s power to overrule any decision of the
LTIP Commitiee.

In the event of any change in the name of the Company from its present name, all references to

“Malaysian Resources Corporation Berhad” in these By-Laws and all other documents
pertaining to the Scheme shall be deemed to be references to the Company’s new name.
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4.1

4.2

43

4.4

PART I

MAXIMUM NUMBER OF SHARES AVAILABLE UNDER THE SCHEME

The aggregate maximum number of Shares which may be made available under the Scheme
shall not in aggregate exceed ten percent (10%) (or at any per centum in accordance with any
guidelines, rules and regulations of the relevant authorities governing the Scheme during the
existence of the Scheme) of the issued and paid-up share capital of the Company (excluding
treasury shares, if any) at any point of time during the Duration of the Scheme as provided in
By-Law 21.1.

Pursuant to the Listing Requirements, a listed issuer may implement more than one (1)
scheme involving a new issuance of shares to employees, provided that the aggregate number
of shares available under all such schemes does not breach the prescribed limit of fifteen
percent {15%) of its issued and paid-up capital (excluding treasury shares) at any one time.
Notwithstanding the foregoing, the Board shall ensure that at any point of time and at all times
throughout the subsistence/tenure of the Existing ESOS 2007, the aggregate mumber of Shares
to be issued under the Scheme and the Existing ESOS 2007 together with the Shares to be
issued under any other employee share scheme(s) of the Company which are established by
the Company and which are still subsisting at the time that an ESGS Award is offered, shall
not exceed an aggregate number of Shares equivalent to ten percent (10%) of the issued and
paid-up share capital (excluding treasury shares) of the Company at the relevant time,

Notwithstanding By-Law 4.1 above or any other provisions herein contained, in the event —

{(a) the maximum number of Shares granted under the Scheme exceeds in aggregate ten
percent {10%) of the issued and paid-up share capital of the Company (excluding
treasury shares, if any); or

{b) during the subsistence/tenure of the Sclieme and any other employee share scheme(s)
of the Company which are still subsisting at the lime that an ESGS Award may be
offered, the aggregate number of Shares to be issued under the Scheme and the
Existing ESOS 2007 and any other subsisting employee share scheme(s) exceeds an
amount equivalent to ten percent (10%) of the issued and paid-up share capital
{excluding treasury shares) of the Company at the relevant time,

as a result of the Company purchasing its own Shares pursuant to Section 67A of the Act or
the Company undertaking any corporate proposal and thereby diminishing the issued and paid-
up share capital of the Company, then such ESGS Awards granted prior to the adjustment of
the issued and paid-up share capital (excluding treasury shares, if any) of the Company shail
remain valid and exercisable in accordance with these By-Laws. However, in such a situation,
the LTIP Committee shall not make any further ESGS Awards unless —

(1) the total nnmber of Shares made available under the Scheme falls below ten percent
(10%) of the issued and paid-up share capital of the Company (excluding treasury
shares, if any) at any point of time during the Duration of the Scheme as provided in
By-Law 21.1; or

(2) the aggregate number of Shares made available under the Scheme and the Existing
ESOS 2007 and any other subsisting employee share scheme(s) falls below ten
percent (10%) of the issued and paid-up share capital (excluding treasury shares, if
any) of the Company at the relevant time.

The Company will keep available sufficient unissued Shares in its authorised share capital to
satisfy all outstanding ESGS Awards thronghout the Duration of the Scheme.
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5. ELIGIBILITY

5.1

5.2

53

Only the Executives and the Executive Directors who fulfil the following conditions as at the
Award Date shall be eligible to participate in the Scheme:

{(a) he/she has attained the age of eighteen (18) years;
(b) he/she is not an undischarged bankrupt nor subject to any bankruptcy proceedings;

(c) in respect of an Executive, such Executive fulfils the following criteria as at the
Award Date:

(1) he/she is a confirmed full-iime employee on the payroll of a corporation
within the MRCB Group;

(1) he/she has been employed by one (1) or more corporations within the
MRCB Group for such period as may be determined by the LTIP
Committee; and

(iii) such Executive falls within any other eligibility criteria as may be
determined by the LTIP Committee from time to time at its sole discretion,
whose decision shall be final and binding; and

(d) in respect of an Executive Director, such Executive Director fulfils the following
criteria as at the Award Date:

0 he/she has been appointed as an Executive Director of the Company; and
(i1) he/she has been involved in the management of any corporation within the
MRCB Group.

For the purposes of these By-Laws, unless the context otherwise requires, “persons
connected” with an Eligible Person shall have the meaning given in relation to persons
connected with a Director or major sharcholder of a corporation as defined in paragraph 1.01
of the Listing Requirements.

For the avoidance of doubt, an Executive who attains the prescribed retirement age but is
offered to continue to serve the Group shall be treated as an Executive of the Group.

Where a specific allocation of Shares is proposed to be made pursvant to an ESGS Award to
the chief executive officer or such other position equivalent to the chief executive officer of
the Company and/or to an Executive Director and/or to a major shareholder of the Company
and/or to persons connected with himv/her under the Scheme, any such allocation must have
been approved by the sharehclders of the Company in a general meeting provided always that
the chief executive officer of the Company and/or any such Executive Director and/or major
shareholder of the Company and/or persens connected with him/her shall not have voted on
the resclution approving the said allocation of Shares to be made thereunder and any such
grant and allocation is not prohibited or disallowed by the relevant authorities or by any laws
or regulation.

In the case of any Executive employed on fixed term contract of service basis, he/she shall be
eligible to participate in the Scheme if he/she meets the criteria referred to in By-Law 5.1
above and whose service has been confirmed. Notwithstanding the aforesaid, the eligibility of
such an Executive (employed on fixed term contract of service basis} to participate in the
Scheme shall be at the sole discretion of the LTIP Committee and the decision of the LTIP
Committee shall be final and binding. The LTIP Committee shall not be under any ohligation
to give any reasons for its decision.
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5.4

5.5

5.6

5.7

5.8

59

5.10

5.11

Without prejudice to the generality of the foregoing and subject to the LTIP Committee’s
discretion otherwise, any ESGS Award made by the LTIP Committee shall become void, of
no effect and cease to be capable of acceptance by the Eligible Persons selected by the LTIP
Conumittee to whom an ESGS Award is made (“Selected Executive”) upon any of the
following events occurring:

(a) the death of the Selected Executive;

{b) the Selected Executive having received a letter of termination or ceasing to be an
employee of the MRCB Group, for any reason whatsoever;

(c) the Selected Executive giving notice of his/her resignation from service/employment;

(d) the corporation which employs the Selected Executive ceasing to be part of the
MRCB Group;

(e} the Selected Executive is subject to the Disciplinary Proceedings; or

3] the Selected Executive is adjudicated a bankrupt.

The LTIP Committee may from time to time at its discretion select and identify suitable
Eligible Persons to be offered the ESGS Award. In the event that any Eligible Persons are a
member of the LTTP Committee, such Eligible Persons shall not participate in the deliberation
or discussion of their own respective allocations.

Any Eligible Person who holds inore than one (1) position within the MRCB Group shall only
be entitled to the Maximum Allowable Allotment of any one (1) category/designation. Each
Executive Director shall only be entitled to the Maximum Allowable Allocation irrespective
of his/her sitting on more than one (1) board of directors. The L'TIP Committee shall be
entitled at its discretion to determine the applicable category/designation.

For the avoidance of doubt, an Executive of a dormant company within the Group is not
eligible to participate in the Scheme.

Eligibility under the Scheme does not confer upon the Eligible Person a claim or right to
participate in or any rights whatsoever under the Scheme and an Eligible Person does not
acquire or have any rights over or in connection with the ESGS Awards unless an ESGS
Award has been made by the LTIP Committee to the Eligible Person and the Eligible Person
has accepted the ESGS Award in accordance with By-Law 8 hereof.

Notwithstanding any provisions in these By-Laws, the LTIP Committee shall be under no
obligation to offer the ESGS Award to the Eligible Persons and shall have the discretion to
determine and change any criteria or basis of inaking the offers of the ESGS Award from time
to time.

An Eligible Person is eligible to participate in the ESGS.
Notwithstanding anything to the contrary, an Eligible Person may participate at any time in

ancther employee share scheme or share option scheme of the Company or any other
corporation within the MRCB Group, unless the Board otherwise determines in its discretion.
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6.1

6.2

6.3

6.4

6.5

6.6

6.7

6.8

BASIS OF ALLOTMENT AND MAXIMUM ALLOWABLE ALLOCATION OF SHARES

Subject to By-Law 4.1 and any adjustments which may be made under By-Law 17, the
aggregate maximum number of Shares that may be allocated to any one category/designation
of Eligible Person shall be determined entirely at the discretion of the LTIP Committee.

To the extent possible and subject always to By-Law 6.3, the LTIP Committee will ensure that
there should be equitable allocation to various grades of Eligible Persons.

Not more than ten percent {10%) of the total number of Shares to be made available under the
Scheme and any other employee share scheme(s) of the Company which may still be
subsisting at the point in time when an ESGS Award is offered shall be allocated to any
Eligible Person who, either singly or collectively through persons connected with the Eligible
Person, holds twenty percent (20%) or more of the issued and paid-up share capital of the
Company (excluding treasury shares, if any).

Subject to By-Law 6.3, the aggregate number of Shares that may be offered to an Eligible
Person under the Scheme shall be determined at the sole discretion of the L TIP Committee
after taking into consideration, amongst others, the provisions of the Listing Requirements or
other applicable regulatory requirenients prevailing during the Duration of the Scheme relating
to executives’ and/or directors’ share issuance schemes and after taking into consideration the
performance, targets, position, annual appraised performance, seniority and/or length of
service, contribution, category or grade of employment of the Eligible Person or such other
matters which the LTIP Commitlee may in its sole discretion deem fit, At the time the ESGS
Award is offered, the LTIP Committee shall set out the basis of the allocation of the ESGS
Award(s) made to the Eligible Person(s) having the further particulars as set out in By-Law
7.3.

The actual number of Shares which may be offered to any Eligible Person under the ESGS
Award shall be at the sole discretion of the LTIP Committee provided that the mumber of
Shares so awarded shall be the equivalent of not less than one hundred {100} Shares or more
than the Maximnm Allowable Allocation of such Eligible Person and shall be in multiples of
one hundred (100} Shares.

The LTIP Committee may make more than one (1} ESGS Award to an Eligible Person
PROVIDED THAT the aggregate number of Shares so awarded to an Eligible Person
throughout the Duration of the Scheme does not exceed the Maximum Allowable Allotinent of
such Eligible Persomn, subject always to By-Law 6.3.

The Company shall ensure that allocation of Shares pursuant to the Scheme is verified by the
Audit Committee of the Company at the end of each financial year as being in compliance
with the criteria for allocation of Shares which have been disclosed to the Executives and the
Executive Directors. A statement by the Audit Committee of the Company verifying such
allocations shall be included in the annual report of the Company.

For the avoidance of doubt, the LTIP Committee shall have sole discretion in determining
whether the Shares available for vesting under the Scheme are to be awarded to the Eligible
Person via:

(a) one single ESGS Award; or

()] several ESGS Awards,

whereby the vesting of the Shares comprised in any one single ESGS Award or several ESGS
Awards may be staggered in several trauches at such times and on such terms as determined
by the LTIP Committee.
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6.9

6.10

7.1

7.2

7.3

7.4

7.5

In the event the L'TTP Committee decides that the ESGS Awards or the vesting of any number
of Shares comprised in an ESGS Award is to be staggered, the number of Shares comprised in
each ESGS Award, the vesting conditions and the vesting dates for the same shall be decided
by the LTIP Committee at its discretion. Each ESGS Award shall be separate and independent
from the others.

No Executive Director or Executive shall participate in the deliberation and discussion of their
own respective allocations and/or allocations to persons connected to them.

PART 111

ESGS AWARD

During the Duration of the Scheme, the LTIP Committee may at its discretion at any time
from the Effective Date and from time to time make an ESGS Award in writing for acceptance
in accordance with By-Law 8 below to any Eligible Person based on the criteria for allotment
as set out in By-Law 6 and otherwise in1 accordance with the terms of the Scheme.

The actual number of Shares which may be awarded to an Eligible Person shall be at the
discretion of the LTIP Committee, subject to any adjustments that may be made under By-
Law 17. The number of Shares so awarded shall not be less than one hundred (100} Shares nor
more than the Maximum Allowable Allocation of such Eligible Person and shall be m
multiples of one hundred (100) Shares. The LTIP Commitiee may stipulate any terms and
conditions it deems appropriate in an ESGS Award and the terms and conditions of each may
differ. Nothing herein shall require any ESGS Award offered to be the same as ESGS Awards
previously or subsequently offered whether to the same or a difterent Eligible Person.

The LTIP Comunittee will in its letter of offer for an ESGS Award te an Eligible Person
(“ESGS Award Letter”) state, amongst others:

(a) whether the ESGS Award is a PSP Grant and/or a RSP Grant;

(b} the number of Shares that are the subject of the ESGS Award,

(c) the date of the ESGS Award;

(d) the Vesting Conditions, if any;

(&) the RSP Vesting Date(s) and/or the PSP Vesting Date(s) (as applicable};

® the Validity Period as mentioned in By-Law 7.4; and

(&) any other terms and conditions deemed necessary by the LTIP Committee.

The ESGS Award shall be valid for acceptance for a period of fourteen (14) days from the
Award Date or such period as the LTIP Committee at its sole discretion determines on a case
to case basis (“Validity Period”).

Without prejudice to By-Law 24, in the event of an error on the part of the LTIP Comunittee in
stating any of the particulars referred to in By-Law 7.3, as soon as possible but in any event no

later than one (1) month after discovery of the error, the LTIP Committee shall issue a
supplemental ESGS Award Letter, stating the correct particulars referred to in By-Law 7.3,
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8.1

82

8.3

8.1

9.2

ACCEPTANCE OF ESGS AWARD

An ESGS Award shall be accepted by an Eligible Person within the Validity Period by written
notice to the LTIP Committee accompanied by a payment to the LTIP Committee of a
nominal non-refundable consideration of Ringgit Malaysia One (RM1.00) only to accept the
ESGS Award {regardless of the number of Shares comprised therein).

If the ESGS Award is not accepted in the manner set out in By-Law 8.1 above, the ESGS
Award shall automatically lapse upon the expiry of the Validity Period and be null and void
and be of no further force and effect (unless otherwise extended at any time and from time to
time by the LTIP Committee). The Shares comprised m such ESGS Award may, at the
discretion of the LTIP Committee, be re-offered to other Eligible Persons.

The Eligible Persons are not required to pay for the Shares they are entitled to receive upon
vesting of the Shares pursuant to the ESGS Award.

VESTING CONDITIONS AND SATISFACTION OF VESTING CONDITIONS

In relation to a PSP Grant, the LTIP Comunittee shall, as and when it deems practicable and
necessary, review and determine at its own discretion the Vesting Conditions specified in
respect of a PSP Grant awarded under the ESGS. The Shares or such part thereof as may be
specified in respect of a PSP Grant awarded under an ESGS Award will only vest with the
PSP Grantee on the PSP Vesting Date(s) if the Vesting Conditions are fully and duly satisfied,
mcluding the following:

(a) the PSP Grantee remains employed as an Executive or Executive Director (as the
case may be) and shall not have given notice of resignation or received a notice of
termination as at the PSP Vesting Date(s) or has otherwise ceased or had his/her
employment terminated;

(b) the PSP Grantee has not been adjudicated a bankrupt;
(c) the Performance Targets and performance period are fully and duly satisfied; and/or
(d) any other conditions which are determined by the LTIP Committee.

In relation to a RSP Grant, the LTIP Committee shall, as and when it deems practicable and
necessary, review and determine at its own discretion the Vesting Conditions specified in
respect of a RSP Grant awarded under the ESGS. The Shares or such part thereof as may be
specified in respect of a RSP Grant awarded under an ESGS Award will only vest with the
RSP Grantee on the RSP Vesting Date(s) if the Vesting Conditions are fully and duly
satisfied, including the following:

(a) the RSP Grantee must remain an Executive or Executive Director (as the case may
be) and shall not have given notice of resignation or received a notice of termination
as at the RSP Vesting Date(s) or has otherwise ceased or had his/her employment
terminated;

(b) the RSP Grantee has not been adjudicated a bankrupt; and/or

{c) any other conditions which are determined by the LTIP Committee.
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9.3

94

9.5

9.6

9.7

The LTIP Committee shall have full discretion to determine whether the Performance Targets
or performance period have been fully and duly satisfied. ln the event that the LTIP
Committee shall determine that the Performance Targets or performance period are not fully
and duly satisfied, the LTIP Committee may, at its discretion, adjust the number of Shares (if
any) which may vest in the PSP Grantee on the PSP Vesting Date(s) and/or take into account
the shortfall in such manner as the LTIP Comunittee may in its discretion otherwise deemn fit.

Where the LTIP Committee has determined that the Vesting Conditions have been fully and
duly satisfied, the L.TIP Committee shall notify —

(a) the PSP Grantee of the number of Shares vested or which will be vested in him/her on
the PSP Vesting Date (“PSP Vesting Notice”); or

(b) the RSP Grantee of the number of Shares vested or which will be vested in him/her
on the R8P Vesting Date (“RSP Vesting Notice™).

No PSP Grantee shall have any right to or interest in the Shares comprised in an ESGS Award
until and unless the Shares are vested in him/her on and with effect from the PSP Vesting
Date. No RSP Grantee shall have any right to or interest in the Shares comprised in an ESGS
Award until and unless the Shares are vested in him/her on and with effect from the RSP
Vesting Date.

The PSP Grantee and the RSP Grantee shall provide all information as required in the PSP
Vesting Notice and the RSP Vesting Notice and the ESGS Award Letter respectively and the
Company shall within eight (8) Market Days after the respective PSP Vesting Date and RSP
Vesting Date, or such other period as may be prescribed or allowed by Bursa Securities, and
subject to the provisions of the Articles of Association of the Company, the SICDA and the
Rules of Bursa Depository, allot and issue the relevant number of new Shares and/or transfer
the relevant number of existing Shares to the respective PSP Grantee and RSP Grantee
accordingly and apply to Bursa Securities for the quotation for any new Shares arising from
the vesting of an ESGS Award. The said Shares will be credited directly into the CDS
Account of the respective PSP Grantee and RSP Grantee, and a notice of allotment and/or
notice of transfer stating the number of Shares so credited will be issued to the respective PSP
Grantee and RSP Grantee. No physical share certificates will be issued and/or delivered to the
respective PSP Grantee and RSP Grantee or his/her authorised nominee (as the case may be).

Notwithstanding anything to the contrary herein contained in these By-Laws, the LTIP
Comimittee shall have the right, at its discretion by notice i1 writing to that effect to the ESGS
Grantee, to suspend the right of any ESGS Grantee who is being subject to Disciplinary
Proceedings (whether or not such Disciplinary Proceedings may give rise to a dismissal or
termination of service of such ESGS Grantee or are found to have had no basis or justification)
to have vested in him/her an ESGS Award granted pending the outcome of such Disciplinary
Proceedings. In addition to this right of suspension, the LTIP Committee may impose such
terms and conditions as the LTIP Committec shall deem appropriate at its sole discretion, on
the ESGS Grantee’s right to have vested in him/her having regard to the nature of the charges
made or brought agaiust such ESGS Grautee, PROVIDED ALWAYS that:

{a) in the event such ESGS Grantee is found not guilty of the charges which gave rise to
such Disciplinary Proceedings, the LTIP Committee shall reinstate the right of such
ESGS Grantee to his/her ESGS Awards as if the Disciplinary Proceedings has not
been instituted in the first place;

(b) in the event the disciplinary proceedings result in a recommendation for the dismissal
or termination of service of such ESGS Grantee, all unvested ESGS Awards shall
immediately lapse and be null and void and of no further force and effect, without
notice to the ESGS Grantee, upon pronouncement of the dismissal or termination of
service of such ESGS Grantee notwithstanding that such recommendation, dismissal
and/or termination of service may be subsequently challenged (whether or not such
challenge is successful or otherwise) or disputed by the ESGS Grantee in any other
forum;
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11

{c) in the event the ESGS Grantee is found gnilty but no dismissal or termination of
service is recommended, the LTIP Committee shall have the right to determine at its
discretion whether or not the ESGS Grantee may continue to have the ESGS Award
vested in him/her and if so, to impose such terms and conditions as it deems
appropriate, on such exercise rights; and

(d) in the event that no decision is made and/or Disciplinary Proceedings are not
concluded prior to the Date of Expiry, the ESGS Award of such ESGS Grantee shall
immediately lapse on the Date of Expiry without notice,

and nothing herein shall impose any obligation on the LTIP Committee to enquire into or
investigate the substantiveness and/or validity of such Disciplinary Proceeding(s) and the
LTTP Committee shall not under any circumstances be held liable for any costs, losses,
expenses, damages or liabilities, gains or profits foregone, arising from the LTIP Committce’s
exercise of or failure to exercise any of its rights under these By-Laws.

PART IV

NON-TRANSFERABILITY

10.1

10.2

10.3

An ESGS Award is personal to the ESGS Grantee and subject to the provisions of By-Laws
10.2, 10.3 and 13.2, is exercisable only by the ESGS Grantee personally during the Duration
of the Scheme whilst he/she is in the employment of any company in the Group.

An ESGS Award shall not be transferred, assigned, disposed of or subject to any
encumbrances by the ESGS Grantee. Any atterpt to transfer, assign, dispose or encumber any
ESGS Award shall result in the automatic cancellation of the ESGS Award.

Notwithstanding this By-Law 10, in the event an ESGS Grantee is transferred to another
company within the Group which has its own share issuance scheme, the ESGS Grantee shall
be entitled to continue to be vested with such number of unvested Shares under the ESGS
Awards granted under the Scheme, in accordance with these By-Laws, unless the Board
otherwise determines in its discretion.

RIGHTS ATTACHING TO SHARES AND ESGS AWARDS

11.1

11.3

The new Shares to be allotted and issued upon the vesting of any ESGS Awards under the
Scheme will be subject to the provisions of the Articles of Association of the Company and
will, upon allotment and issue, rank pari passu in all respects with the then existing Shares,
save and except that they will not be entitled to any dividends, rights, allotments and/or other
distributions, which may be declared, made or paid to shareholders, the Entitlement Date of
which precedes the date of allotment and issuance of the new Shares.

In respect of the existing Shares to be transferred to the ESGS Grantees, such Shares shall not
be entitled to any dividends, rights, allotments and/or other distributions, which may be
declared, made or paid to shareholders, the Entitlement Date of which precedes the date on
which the existing Shares are credited into the CDS Accounts of the respective ESGS
Grantees pursuant to the vesting of the ESGS Awards.

The ESGS Awards shall not carry any rights to vote at any general meeting of the Company.

For the avoidance of doubt, the ESGS Grantee shall not in any event be entitled to any
dividends, rights, allotments or other distributions on his/her unvested ESGS Awards.
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13.

NO RESTRICTION ON DEALING/ NO RETENTION PERIOD

The new Shares to be allotted and issued and the existing Shares to be transferred to an ESGS Grantee
under the Scheme shall not be subject to any retention period or restriction on transfer. However, the
Company encourages ESGS Grantees to hold the Shares granted to and/or subscribed for by them for
as long as possible although an ESGS Grantee may sell the Shares granted to and/or subscribed for by
the ESGS Grantee at any time after such Shares have been credited to the ESGS Grantee’s CDS
Account. An ESGS Grantee should note that the Shares are intended for him/her to hold as an
investment rather than for any speculative purposes and/or for the realisation of any immediate gain.

TERMINATION OF THE ESGS AWARD

13.1 Prior to the full vesting of any ESGS Award and/or the allotment or satisfaction by any other
means of an ESGS Award in the manner as provided for under By-Law 24.2, such ESGS
Award that remain unvested or unsatisfied (as the case may be) shall be automatically
terminated and cease or be deemed to cease to be valid without any claim against the Group in
the following circumstances:

(a)

(b)

(©

(d)

(e)

Termination or cessation of employment of the ESGS Grantee with the Group for
any reason whatsoever, in which event the ESGS Award shall be automatically
terntinated and cease or be deemed to cease to be valid without any claim against the
Company or any other member of the Group on the day the ESGS Grantee’s
employer accepts his’her notice of resignation or the ESGS Grantee’s employer
notifies the ESGS Grantee of termination of his/her employment or on the day the
ESGS Grantee notifies his’her employer of his/her resignation or on the ESGS
Grantee’s last day of employment, whichever is the earlier; or

Bankruptcy of the ESGS Grantee, in which event the ESGS Award shall be
automatically terminated and cease or be deemed to cease to be valid without any
claim against the Group on the date a receiving order is made against the ESGS
Grantee by a court of competent jurtsdiction; or

Upon the happening of any other event which results in the ESGS Grantee being
deprived of the beneficial ownership of the ESGS Award, in which event the ESGS
Award shall be automatically terminated and cease or be deemed to cease to be valid
without any claim against the Group on the date such event occurs; or

Winding up or liquidation of the Company, in which event the ESGS Award shall be
automatically terminated and/or cease to be valid on the following date:

(1) In the case of a voluntary winding up, the date on which a provisional
liquidator is appointed by the Company; or

(i)  In the case of an involuntary winding up, the date on which a petition for
winding up is served on the Company; or

Termination of the Scheme pursuant to By-Law 21.4, in which event the ESGS
Award shall be automatically terminated and cease or be deemed to cease to be valid
without any claim against the Group on the Termination Date (as defined below)
pursuant to By-Law 21.4,

whichever shall be applicable.
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Upon the termination of the ESGS Award(s) pursuant to By-Laws 13.1(a)}, (b), {c), (d) or (e)
above, the ESGS Grantee shall have no right to compensation or damages or any claim against

" the Company or any other member of the Group from any loss of any right or benefit or
prospective right or benefit under the Scheme which he/she might otherwise have enjoyed,
whether for wrongful dismissal or breach of contract or loss of office or otherwise howsoever
arising from him/her ceasing to hold office or employment or from the suspension of his/her
entitlement to the award of, acceptance or vesting of any ESGS Award(s) or his/her ESGS
Award(s) ceasing to be valid.

13.2 Notwithstanding By-Law 13.1(a) above, the LTIP Committee may at its discretion allow for
all or any part of any unvested ESGS Awards to vest in accordance with the provisions of
these By-Laws, and at the times or period at or within which such ESGS Awards may vest
(provided that no ESGS Awards shall vest after the respective PSP Vesting Date(s) or RSP
Vesting Date(s) has passed)) on such terms and conditions as it shall deem fit if the cessation
of employment occurs as a result of:

(a) Ill-health, injury, physical or mental disability; or

(b} Retirement before attaining the normal retirement age with the consent of his/her
employer; or

(c) Redundancy or retrenchment pursuant to the acceptance by that ESGS Grantee of a
voluntary separation scheme offered by a company within the Group; or

(d) Any other circuinstance as may be deemed as acceptable to the LTIP Committee in its
sole discretion.

13.3 Applications under By-Law 13.2 shall be made:-

(a) in a case where By-Law 13.2(a) is applicable, withiu six (6) months after the ESGS
Grantee notifies his/her employer of his/her resignation due to ill health, injury,
physical or mental disability, the ESGS Grantee may be vested with such number of
unvested Shares under the ESGS within the said six (6) months period, In the event
that no application is received by the LTIP Committee within the said period, any
unvested Shares under the ESGS Award at the expiry of the said period shall be
automatically terminated,;

{b) in a case where By-Laws 13.2(b} or {c) is applicable, within six {6) months after the
ESGS Grantee’s last day of employment, the ESGS Grantee may be vested with such
number of unvested Shares under the ESGS within the said six (6) months period. In
the event that no application is received by the LTIP Committee within the said
period, any such number of unvested Shares uuder the ESGS Award (as the case may
be) at the expiry of the said period shall be automatically terminated;

(c) in a case where By-Law 13.2(d) is applicable, the ESGS Grantee may be vested with
such number of unvested Shares under the ESGS Award within one (1) month after
he/she is notified. Thereafter, any such number of unvested Shares under the ESGS
Award at the expiry of the said period shall be automatically terminated.

INSPECTION OF THE AUDITED FINANCIAL STATEMENTS
All ESGS Grantees shall be entitled to inspect a copy of the latest annual audited consolidated financial

statements of the Company, which shall be made available on Bursa Securities” website as well as the
Company’s website.
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16.

17,

SCHEME NOT A TERM OF EMPLOYMENT

The Scheme shall not confer or be construed to confer on an Eligible Person any special rights or
privileges over the Eligible Person’s terms and conditions of employinent in the Group under which the
Eligible Person is employed nor any rights additional to any compensation or damages that the Eligible
Person may be normally entitled to arising from the cessation of such employment. The Scheme shall
not form part of or constitute or be in any way construed as a term or condition of employment of any
employee of the Group.

TAXES

For the avoidance of doubt, all other costs, fees, levies, charges and/or taxes (including, without
limitation, income taxes) that are incurred by an ESGS Grantee pursuant to or relating to the vesting of
any Shares under the ESGS Awards, and any holding or dealing of such Shares (such as (but not
limited to) brokerage commissions and stamp duty) shall be borne by that ESGS Grantee for his/her
own account and the Company shall not be liable for any one or more of snch costs, fees, levies,
charges and/or taxes.

PART V
ALTERATION OF SHARE CAPITAL AND ADJUSTMENTS

17.1 In the event of any alteration in the capital structure of the Company during the Duration of
the Scheme, whether by way of a rights issue, bonus issue or other capitalisation issue,
consolidation or subdivision of Shares or reduction or any other variation of capital or
otherwise howsoever, the LTIP Committee may, in its discretion, determine whether the
mumber of Shares comprised in the unvested ESGS Awards, shall be adjusted, and if so, the
manner in which such adjustments should be made.

17.2  The provisions of this By-Law 17 shall not be applicable where an alteration in the capital
structure of the Company arises from any of the following:

(a} An issue of Shares pursuant to the vesting of ESGS Awards under the Scheme; or

{b) An issue of securities as consideration or part consideration for an acquisition of any
other securities, assets or business; or

{c} An issue of securities via a placement; or

{d) Any special issuance of new Shares or other securities to Bumiputera investors
nominated by the Malaysian govermment and/or any other relevant authority of the
Malaysian government to comply with the Malaysian govemment’s policy on
Bumiputera capital patticipation; or

{(e) A restricted issue of securities; or

'¢3] An issue of watrants, convertible loan stocks or other mstruments by the Company
which give a right of conversion inte new Shares arising from the conversion of such
securities; or

() A purchase by the Company of its own Shares of all or a portion of such Shares
purchased pursuant to Section 67A of the Act.

17.3 Save as expressly provided for herein, the external auditors or Principal Adviser selected by
the Directors (acting as an expert and not as an arbitrator) must confirm in writing that the
adjustments are in their opinion, fair and reasonable, The opinion of such external auditors or
Principal Adviser shall be final, binding and conclusive.
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17.4

17.5

17.6

17.7

In the event that the Company enters into any scheme of amrangement or reconstruction
pursuant to Part VII of the Act, By-Law 17.1 shall be applicable in respect of such part(s) of
the scheme which involve(s) any alteration(s) in the capital structure of the Company to which
By-Law 17.1 is applicable, but By-Law 17.1 shall not be applicable in respect of such part(s)
of the scheme which involve(s) any alteration(s) in the capital structure of the Company to
which By-Law 17.1 is not applicable as described in By-Law 17.2.

An adjustment pursuant to By-Law 17.1 shall be made according to the following terms:

(a) In the case of a rights issue, bonus issue or other capitalisation issue, on the next
Market Day immediately following the Entitlement Date in respect of such issue; or

(b) In the case of a consolidation or subdivision of Shares or reduction of capital, on the
next Market Day immediately following the date on which the consolidation,
subdivision or reduction becomes effective (being the date when the Shares are traded
on Bursa Securities at the new par value)} or such other period as may be prescribed
by Bursa Securities.

Upon any adjustment required to be made pursuant to this By-Law 17, the Company shall
notify the ESGS Grantee (or his/her duly appointed personal representatives where applicable)
in writing and deliver to himv/her (or his/her duly appointed personal representatives where
applicable) a statement setting forth the number of Shares comprised in the unvested ESGS
Awards which are the subject of the adjusted ESGS Award. Any adjustment shall take effect
upon such written notification being given or such date as may be specified in such written
notification.

In respect of the ESGS Awards, any adjustment pursuant to this By-T.aw 17 shall be made in
accordance with the following formulae below {as applicable), pursuant to By-Law 17.6:

(a) If and whenever a Share by reason of any consolidation or subdivision or conversion
shall have a different par value, the number of Shares relating to the ESGS Awards
shall be adjusted by multiplying the existing number of Shares relating to the ESGS
Awards by the following fraction:

Former Par Value
Revised Par Value

Notwithstanding the foregoing provisions of this By-Law 17.7(a), no adjustment to
the number of Shares relating to the ESGS Awards shall be made or be applicable in
respect of any par value reduction exercise undertaken by the Company which does
not result in any change to the existing number of Shares in issue.

(h) If and whenever the Company shall make any issue of new Shares to ordinary
shareholders credited as fully paid-up, by way of bonus issue or capitalisation of
profits or reserves of the Company (whether of a capital or income nature and
including any share premium account and capital redemption reserve fund), the
number of Shares relating to the ESGS Awards shall be adjusted by multiplying the
existing number of Shares relating to the ESGS Awards by the following fraction:

2

A = the aggregate number of issued and fully paid-up Shares immediately
before such bonus issue or capitalisation issue; and

Where:
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(c)

B = the aggregate number of Shares to be issued pursuant to any
allotment to ordinary shareholders of the Company credited as fully
paid-up by way of bonus issue or capitalisation of profits or reserves
of the Company (whether of a capital or income nature and including
any share premium account and capital redemption reserve fund).

Each such adjustment will be effective (if appropriate, retroactively) from the
commencement of the next Market Day immediately following the Entitlement Date
for such issue.

If and whenever the Company shall make:

() a Capital Distribution (as defined below) to ordinary shareholders whether
on a reduction of capital or otherwise (but excluding any cancellation of
capital which is lost or unrepresented by available assets); or

(2) any offer or invitation to ordinary sharcholders whercunder they may
acquire or subscribe new Shares by way of rights; or

3 any offer or invitation to ordinary shareholders by way of rights whereunder
they may acquire or subscribe for securities convertible into new Shares or
securities with rights to acquire or smbscribe for new Shares attached
thereto,

then and in respect of each such case, the number of Shares relating to the ESGS
Awards shall be adjusted by multiplying the existing number of Shares relating to the
ESGS Awards by the following fraction:

e

C = the current market price of each Share on the Market Day immediately
preceding the date on which the Capital Distribution or, as the case may be,
the offer or invitation is publicly announced to Bursa Securities or (failing
any such announcement) immediately preceding the date of the Capital
Distribution or, as the case may be, of the offer or invitation or, as the case
may be, of the offer or invitation or (where appropriate) any relevant date as
may be determined by the Company in consultation with the Principal
Adviser;

Where:

D* = The value of rights attributable to one (1) Share (as defined below).

For the purpose of definition “D*” above, the “value of the rights attributable to one
(1) Share” shall be calculated in accordance with the formula:

C —E*
F¥+1
Where:
C = CasinBy-Law 17.7(c) hereof];
E* = the subscription price for one (1) additional Share under the tcrms of such
offer or invitation; and
F* = the number of existing Shares which is necessary to hold in order to be

offered or invited to acquire or subscribe for one (1) additional Share.
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CY

For the purpose of By-Law 17.7(c) hereof, “Capital Distribution” shall (without
prejudice to the generality of that expression) include distributions in cash or specie
{other than dividends) or by way of issue of new Shares (not falling under By-Law
17.7(b} hereof) or other securities credited as fully or partly paid-up by way of
capitalisation of profits or reserves of the Company (whether of a capitaf or income
nature and including any share premium account and capital redemption reserve
fund}.

Any dividend charged or provided for in the audited financial statements of the
Company for any period shall (whenever paid and howsoever described) be deemed
to be a Capital Distribution unless it is paid out of the aggregate of the net profits
attributable to the ordinary shareholders as shown in the audited consolidated
statement of comprehensive income of the Company.

Each such adjustment will be effective (if appropriate, retroactively) from the
commmencement of the next Market Day (or such other period as may be prescribed
by Bursa Securities) irnmediately following the Entitlement Date for such issue.

If and whenever the Company makes any allotment to its ordinary shareholders as
provided in By-Law 17.7(b) above and also makes any offer or invitation to its
ordinary shareholders as provided in By-Law 17.7(c)}2) or (3) above and the
Entitlement Date for the purpose of the allotment is also the Entitlement Date for the
purpose of the offer or invitation, the number of Shares relating to the ESGS Awards
shall be adjusted by multiplying the existing number of Shares relating to the ESGS
Awards by the following fraction:

(G+H*+B)x C
(GxC) + ([H*x [%)

Where:

B = BasinBy-Law 17.7(b) above;

C = CasinBy-Law 17.7(c) above;

G = the aggregate number of issued and fully paid-up Shares on the Entitlement
Date;

H* = the aggregate number of new Shares under an offer or invitation to acquire
or subscribe for Shares by way of rights; and

I* = the subscription price of one (1) additional Share under the offer or

invitation to acquire or subscribe for Shares.
Each such adjustment will be effective (if appropriate, retroactively) from the

commencement of the next Market Day (or such other period as may be prescribed
by Bursa Securities) immediately following the Entitlement Date for such issue.
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()

()

If and whenever the Company makes any offer or invitation to its ordinary
sharcholders to acquire or subscribe for Shares as provided in By-Law 17.7(c)(2)
above together with an offer or invitation to acquire or subscribe for securitics
convertible intc new Shares or securities with rights to acquire or subscribe for
Shares as provided in By-Law 17.7(c}{(3} above, the munber of Shares relating to the
ESGS Awards shall be adjusted by multiplying it by the following fraction:

(G+H*)xC
(GxC) + (H*x 1%+ (JxK)

Where:
C = CasinBy-Law 17.7(c} above;
G = GasinBy-Law 17.7(d) above;

H* = H* asinBy-Law 17.7(d) above;
I* = TI*aginBy-Law 17.7(d) above;

J = the aggregate number of Shares to be issued to its ordinary shareholders
upon conversion of such securities or exercise of such rights to subscribe for
Shares by the ordinary shareholders; and

K = the exercise price on conversion of such securities or exercise of such rights
to acquire or subscribe for one (1) additional Share.

Such adjustment will be effective (if appropriate, retroactively} from the
commencement of the next Market Day {or such other period as may be prescribed
by Bursa Securities) immediately following the Entitiement Date for such issue.

If and whenever the Company makes an allotment to its ordinary sharcholders as
provided in By-Law 17.7(b} above and also makes an offer or invitation to acquire or
subscribe for Shares to its ordinary sharcholders as provided in By-Law 17.7(c}(2)
above, together with rights to acquire or subscribe for securities convertible into new
Shares or with rights to acquire or subscribe for Shares as provided in By-Law
17.7(c)3) above, and the Entitlement Date for the purpose of allotment is also the
Entitlement Date for the purpose of the offer or invitation, the number of Shares
relating to the ESGS Awards shall be adjusted by multiplying it by the following
fraction:

[ (G+H*+ ]+ B)x C }

(GxCy+ (H*xTH+(JxK)
Where:
B = BasinBy-law 17.7(b) above;
C = CasinBy-Law 17.7(c) above;
G = G asinBy-Law 17.7(d) above;

H* = H* asinBy-Law 17.7(d) above;

I* = I*aginBy-Law 17.7(d) above;
I = Tasin By-Law 17.7(e} above; and
K = KasinBy-Law 17.7(e} above.
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18.

17.8

17.5

17.10

17.11

17.12

Such adjustmeent will be effective (if appropriate, retroactively} from the
commencement of the next Market Day (or such other period as may be prescribed
by Bursa Securities) immediately following the Entitlement Date for such issue.

For the purpose of By-Laws 17.7(c), (d}, (¢} and (f), the current market price in relation to one
(1} existing Share for any relevant day shall be the weighted average of the last traded prices
for the five (5) consecutive Market Days before such date or during such other period as may
be determined in accordance with any guidelimes issued, from time to time, by tbe relevant
authorities.

If an event occurs that is not set out in By-Law 17.7 or if the application of any of the formula
to an event results in a manifest error or does not, in the opinion of the LTIP Committee,
achieve the desired result of preventing the dilution or enlargement of the Eligible Person’s
rights, the LTIP Committee may agree to an adjustment subject to the provision of By-Law
17.7 provided that the Eligible Persons shall be notified of the adjustment through an
announcement to all Eligible Persons to be made in such manner deemed appropriate by the
LTIP Committee.

Notwithstanding the provisions referred to in this By-Law, the LTIP Committee may exercise
its discretion to determine whether any adjustments to the number of new Shares be calculated
on a different basis or date or should take effect on a different date or that such adjustments be
made to the number of Shares notwithstanding that no such adjustment formula has been
explicitly set out in this By-Law.

In the cvent that a fraction of a Share arises from the adjustiments pursuant to this By-Law 17,
the number of Shares comprised in an ESGS Award shall automatically be rounded down to
the nearest whole number,

Upon any adjustment being made pursuant to this By-Law, the LTIP Committee shall, within
thirty (30) days of the effective date of the alteration in the capital structure of the Company,
notify the ESGS Grantee (or his legal representatives where applicable) in writing informing
him of the revised number of Shares thereafter to be vested under the ESGS Awards.

All adjustment to be made pursuant to this By-Law 17 shall be subject to the Company’s
compliance with all applicable rules and regulations of Bursa Securities and other relevant
authorities.

TAKE-OVER OFFER, SCHEME OF ARRANGEMENT, AMALGAMATION,
RECONSTRUCTION, ETC

18.1

In the event oft

(a) a takeover offer being made for the Company through a general offer to acquire the
whole of the issued share capital (or such part of the issued share capital not at the
time owned by the person making the general offer (“Offeror”™) or any persons acting
in concert with the Offeror); or

{(b) the Offeror becoming entitled or bound to exercise the right of compulsory
acquisition of Shares under the provisions of any statutes, rules and/or regulations
applicable at that point of time and gives notice to the Company that it intends to
exercise such right on a specific date; or

(c) the court sanctioning a compronuse or arrangement between the Comipany and its
members for the purpose of, or in connection with, a scheme of arrangement and
reconstruction of the Company under Section 176 of the Act or its amalgamation with
any other company or companies under Section 178 of the Act,
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19,

20.

21.

the LTIP Commitiee may at its discretion to the extent permitted by law allow the vesting of
any ESGS Awards (or any part thereof) by the ESGS Grantee at any time subject to such terms
and conditions as may be prescribed notwithstanding that:

(1) the RSP Vesting Date or PSP Vesting Date (whichever applicable} is not due or has
not occurred; and/or

(2) the other terms and conditions set out in the ESGS Award have not been fulfilled or
satisfied.

DIVESTMENT FROM THE GROUP, ETC

19.1

19.2

In the event that a company within the Group shall be divested from the Group, an ESGS
Grantee who is employed by such company shall remain entitled to receive those Shares
which have been granted but not vested under the ESGS Awards granted to him/her under the
Scheme, but shall not be eligible to any grant of further ESGS Awards under the Scheme
unless otherwise as may be determined by the LTIP Committee at its discretion,

For the purposes of By-Law 19.1, a company shall be deemed to be divested from the Group
or disposed of from the Group in the event that the effective interest of the Company in such
company is reduced from above 50% to 50% or below so that such company would no longer
be a subsidiary of the Company pursuant to Section 5 of the Act or such company ceases to
form part of the Group for such reason(s} as determined by the LTIP Commitltee at ifs
discretion.

WINDING UP

All outstanding ESGS Awards shall be automatically terminated and be of no further force and effect
i the event that a resolution is passed or a court order is made for the winding up of the Company
commencing from the date of such resolution or the date of the court order. In the event a petition is
presented in court for the winding-up or liquidation of the Company, all rights to vest the ESGS Award
shall automatically be suspended from the date of the presentation of the petition. Conversely, if the
petition for winding-up is dismissed by the court, the right to vest the ESGS Award shall accordingly
be unsuspended.

PART VI

DURATION, TERMINATION AND EXTENSION OF SCHEME

21.1

The Schetne is conditional upon:
(a) submission of the final copy of the By-Laws to Bursa Securities;
(b) approval from Bursa Securities for the listing of and quetation for such number of

Shares representing up to ten percent (10%) of the issued and paid-up share capital of
the Company on the Main Market of Bursa Securities;

(c) procurement of shareholders’ approval for the Scheme;
(d) receipt of approval of any other relevant authorities, where applicable; and
(e) fulfilment of all conditions attached to the above proposals, if any.
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21.2

21.3

21.4

21.5

21.6

21.7

The Scheme shall be in force for a duration of five (5) years from the date the last of the above
mentioned conditions have been obtained and/or complied with (“Effective Date™)
(“Duration of the Scheme™). The Date of Expiry shall be at the end of the fifth (5™) year from
the Effective Date. However, the duration of the Scheme may be extended by the Board from
time to time, upon the recommendation of the LTIP Committee and without the Company’s
shareholders approval i general meeting, subject to an aggregate duration of ten {10) years
from the Effective Date or such longer duration as may from fime to time be permitted by the
relevant authorities. In the event the Scheme is extended and implemented in accordance with
the terms of these By-Laws, the LTIP Committce shall inform the Executives and the
Executive Directors of such extension.

The ESGS Award can only be made during the Duration of the Scheme before the Date of
Expiry.

Notwithstanding anything to the contrary, all unvested Shares under the ESGS Awards which
are not vested shall forthwith lapse on the Date of Expiry.

The Scheme may be terminated by the Board, upon the recommendation of the LTIP
Committee at any time before the Date of Expiry PROVIDED THAT the Company makes an
amnouncement immediately to Bursa Securities. The announcement shall include:

(a) the effective date of termination (“Termination Date™);
(b) the number of Shares vested under the ESGS; and
{©) the reasons and justification for termination.

The Company may implement more than one (1) employee share seheme provided that the
aggregate number of Shares available under all the employee share schemes implemented by
the Company is not more than ten percent {10%) of its issued and paid-up share capital
{excluding treasury shares, if any) at any one time or any other limit in accordance with any
prevailing guidelines issued by Bursa Securities or any other relevant authorities as amended
from timne to time.

In the event of termination as stipulated in By-Law 21.4 above, the following provisions shall
apply:

(a) No further ESGS Awards shall be made by the LTIP Committee from the
Termination Date;

{b) All ESGS Awards which have yet to be accepted by Eligible Persons shall
automatically lapse on the Termination Date; and

{c) All ESGS Awards which have yet to be vested in the Eligible Persons shall
automatically lapse on the Termination Date.

For the avoidanee of doubt, approval or consent of the shareholders of the Company by way of

a resolution in an EGM and written consent of ESGS Grantees who have the ESGS Awards
vested in them are not required to effect a termination of the Schee.
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22. NO COMPENSATION FOR TERMINATION

22.1

22.2

No Eligible Persons shall bring any claim of whatsoever nature against the Board, the LTIP
Committee, the Company and any corporation within the MRCB Group or any other party for
compensation, loss or damages whatsoever and howsoever arising from the suspension of
his/her right to vest the ESGS Award or his/her ESGS Award ceasing to be valid pursuant to
the provisions of these By-Laws, or as may be amended from time to time.

No Eligible Persons shall be entitled to any compensation for damages arising from the
termination of any ESGS Award or the Scheme pursuant to the provisions of these By-Laws.
Notwithstanding any provisions of these By-Laws:

(2)

(b)

(c)

(d)

this Scheme shall not form part of any contract of employment between the Company
or any company within the Group and any Eligible Person of any company of the
Group. The rights of any Eligible Person under the terms of hisfher office and/or
employment with any company within the Group shall not be affected by his/her
participation in the Scheme, nor shall such participation or the ESGS Award or
consideration for the ESGS Award afford such Eligible Person any additional rights
to compensation or damages in consequence of the termination of such office or
employment for any reason;

this Scheme shall not confer on any person any legal or equitable right or other rights
under any other theory of law (other than those constituting the ESGS Award
themselves) against the Board, the LTIP Comumittee, the Company or any company
within the Group, directly or indirectly, or give rise to any course of action in law or
in equity or under any other theory of law against any company within the Board, the
LTIP Committee, the Company or any company within the Group;

no ESGS Grantee or his/her personal or legal representative shall bring any claim,
action or proceeding against any eompany of the Group, the LTIP Committee or any
other parly for compensation, loss or damages whatsoever and howsoever arising
from the suspension/cancellation of his/her rights of his’/her ESGS Award or his/lier
ESGS Award ceasing to be valid pursuant to the provisions of these By-Laws; and

the Board or the LTIP Comunittee shall in no event be liable to the ESGS Grantee or
his/her personal or legal representative or any other person or entity for any third
party claim, loss of profits, loss of opportunity, loss of savings or any punitive,
incidental or consequential damage, including without limitation lost profits or
savings, directly or indirectly arising from the breach or non-performance of these
By-Laws or any loss suffered by reason of any change in the price of the Shares or
from any other cause whatsoever whether known or unknown, contingent, absolute
or otherwise, whether based in contract, tort, equity, indemnity, breach of warranty or
otherwise and whether pursuant to common law, statute, equity or otherwise, even if
any company of the Group, the Board, the Company or the LTIP Committee has been
advised of the possibility of such damages and even if the litnited remedy provided
for is found to fail of essential purpose.
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23.

24.

MODIFICATION, VARIATION AND/OR AMENDMENT TO THE SCHEME

231

23.2

233

Subject to the compliance with the Listing Requirements and any other relevant authorities,
the LTIP Committee may at any time and from time to time recommend to the Board any
additions, modifications or amendments to or deletions of these By-Laws as it shall at its
discretion think fit. The approval of the shareholders of the Company in general meetiug shall
not be required in respect of additions or amendments to, or modifications and/or deletions of
these By-Laws PROVIDED THAT no additions, modifications or amendments to or
deletions of these By-Laws shall be made which will:

(a) prejudice any rights which have accrued to any ESGS Grantee without the prior
consent or sanction of that ESGS Grantee; or

(b) increase the mumber of Shares available under the Scheme beyond the maximum
imposed by By-Law 4.1; or

{c) alter any matter which are required to be contained in these By-Laws by virtue of the
Listing Requirements to the material advantage of the Eligible Person and/or ESGS
(Grantee without the prior approval of shareholders obtained at a general meeting,

unless allowed otherwise by the provisions of the Listing Requirements.

For the purpose of complying with the provisions of the Listing Requirements, By-Laws 4, 5,
6,7.4,8.1,10, 11, 12, 17, 20 and 21.1 shall not be amended or altered in any way whatsoever
for the material advantage of Eligible Persons without the prior approval of shareholders
obtained at a general meeting and subject to any applicable laws.

Upon amending and for modifying all or any of the provisions of the Scheme, the Company
shall within five (5) Market Days after the effective date of the amendments, cause to be
submitted to Bursa Securities the amended By-Laws and a confirmation letter that the said
amendment and/or modification complies and does not contravene any of the provisions of the
Listing Requirements in relation to the Schetne.

PART VII

ADMINISTRATION AND TRUST

24.1

The Scheme shall be administered by the LTIP Committee. The LTIP Committee shall,
subject to these By-Laws, administer the Scheme in such manner as it shall think fit and with
such powers and duties as are conferred upon it by the Board including but not limited to the
powers to —

(a) subject to the provisions of the Scheme, construe and interpret the Scheme, to define
the terms therein and to recommend to the Board to establish, amend and revoke
rules and regulations relating to the Scheme and its administration. The LTIP
Committee In the exercise of this power may correct any defect, supply any
omission, or reconcile any inconsistency in the Scheme or in any agreement
providing for an ESGS Award in a manner and to the extent it shall deem necessary
to implement, expedite and make the Scheme fully effective;

{b) determine all questions of policy and expediency that may arise in the administration
of the Scheme and penerally exercise such powers and perform such acts as are

deemed necessary or expedient to promote the best interests of the Company; and

{c) meet together for the despatch of business, adjourn or otherwise regulate its meetings
as it thinks fit,
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242

24.3

24.4

24.5

24.6

The decision of the LT1P Committee shall be final and binding. The Board shall have power at
any time and from time to time to approve, rescind and/or revoke the appointment of any
person in the LTIP Commitiee and/or appoint additional or replace member of the LTIP
Committee as it shall deem fit.

In implementing the Scheme, the LTIP Committee may in its discretion, after taking into
consideration, amongst others, factors such as prevailing market price of the Shares, funding
considerations and dilutive effects on the Company’s capital base, future retums and cash
requiremnents of the Group, decide that the Shares to be awarded under the ESGS shall be
satisfied by any of the following methods:

(a) Issuance of new Shares;
(b) Acquisition and transfer of existing Shares;
(c) Any other methods as may be permitted by the Act, as amended from time to time

and any re-enactment thereof; or
(d) A combination of any of the above.,

For the purposes of facilitating the implementation and administration of the Scheme, the
Company and/or the LTIP Committee may (but shall not be obliged to) establish a trust to be
administered by trustee(s) to be appointed by the Company for the Scheme from time to time
{(“Trustee™), if required, for the purposes of subscribing for new Shares and/or acquiring
existing Shares from the Main Market of Bursa Securities and transferring them to ESGS
Grantees at such times as the LTIP Committee shall direct (“Trust™). To enable the Trustee to
subscribe for new Shares and/or acquire existing Shares for the purpose of the Scheme and to
pay expenses in relation to the administration of the Trust, the Trustee may, to the extent
permitted by law, be entitled from time to time to accept funding and/or assistance, financial
or otherwise, from the Group and/or any third party to be paid into the bank account(s) to be
established by the Trustee for the purpose of the Trust as the Trustee may direct for any such
payment,

The Trustee, if and when the Trust is established, shall administer the Trust in accordance with
the terms of the trust deed to be entered into between the Company and the trustee constituting
the trust (“Trust Deed”). For the purpose of administering the Trust, the Trustee shall do all
such acts and things and enter into any transactions, agreements, deeds, documents or
arrangements or make rules, regulations or impose terms and conditions or delegate part of its
power relating to the administration of the Trust, as the LTIP Committee may in its sole
discretion direct for the implementation and administration of the Trust.

The Company shall have power from time to time, at any time, t0 appoint or rescind/terminate
the appointment of any Trustee as it deems fit in accordance with the provisions of the Trust
Deed. The Company shall have the power from time to time, at any time, to negotiate with the
Trustee to amend the provisions of the Trust Deed.

Without limiting the generality of By-Law 24,1, the LTIP Committee may, for the purpose of
administering the Scheme, do all acts and things, rectify any errors in the ESGS Award subject
to By-Law 7.3, exccute all documents and delegate any of its powers and duties relating to the
Scheme as it may at its discretion consider to be necessary or desirable for giving effect to the
Schemnie.
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25.

26.

27.

28.

DISPUTES

251

In case any dispute or difference shall arise between the LTIP Committee and an Eligible
Person or an ESGS Grantee or in the event of an appeal by an Eligible Person, as the case may
be, as to any matter of any nature arising hereunder, such dispute or appeal must have been
referred to and received by the LTIP Committee during the Duration of the Scheme. The LTIP
Committee shall then determine such dispute or difference by a written decision {without the
obligation to give any reason therefor) given to the Eligible Person and/or ESGS Grantee, as
the case may be, PROVIDED THAT where the dispute is raised by a member of the LTIP
Committee, the said member shall abstain from voting in respect of the decision of the LTIP
Committee in that instance. In the event the Eligible Person or ESGS Grantee, as the case may
be, shall dispute the same by written notice to the LTIP Committee within fourteen (14) days
of the receipt of the written decision, then such dispute or difference shall be referred to the
Board, whose decision shall be final and binding in all respects, provided that any Director of
the Company who is also in the LTIP Committee shall abstain from voting and no person shall
be entitled to dispute any decision or certification which is stated to be final and binding under
these By-Laws. Under no circumstances shall a dispute or difference be brought to a court of
law. Notwithstanding anything herein to the contrary, any costs and expenses incurred in
relation to any dispute or difference or appeal brought by any party to the LTIP Committee
shall be borne by such party.

252  Notwithstanding the foregoing provisions of By-Law 25.1 above, matters concerning
adjustments made pursuant to By-Law 17 shall be referred to external auditors or the Principal
Adviser selected by the Directors, who shall act as experts and not as arbitrators and whose
decision shall be final and binding in all respects.

COSTS AND EXPENSES

All fees, costs and expenses incurred in relation to the Scheme including but not limited to the fees,
costs and expenses relating to the issue and allotment and/or transfer of the Shares pursuant to the
ESGS Award, shall be borne by the Company.

ARTICLES OF ASSOCIATION

Notwithstanding the terms and conditions contained herein, in the event of a conflict between any of
the provisions of these By-Laws and the Asticles of Association of the Company, the Articles of
Association of the Company shall at all times prevail.

NOTICE

28.1

Subject to By-Law 30.5, any notice or request which the Company is required to give, or may
desire to give, to any Eligible Person or the ESGS Grantee pursuant to the Scheme shall be in
writing and shall be deemed to be sufficiently given:

{a) if it is sent by ordinary post by the Company to the Eligible Person or the ESGS
Grantee at the last address known to the Company as being his/her address, such
notice or request shall be deemed to have been received three (3) Market Days after
posting;

(b) if it is delivered by hand 10 the Eligible Person or the ESGS Grantee, such notice or
request shall be deemed to have been received on the date of delivery; and

A-41



APPENDIX A(I)

DRAFT BY-LAWS FOR THE PROPOSED LTIP (Cont’d)

29.

30.

282

(c) if it is sent by electronic media, including but not limited to electronic mail, to the
Eligible Person or the ESGS Grantee, such notice or request shall be deemed to have
been received by the recipient on the Market Day immediately following the day on
which the electronic mail is sent or (in the case of communication by other digital
means) on the Market Day immediately following the day on which such
communication is effected,

Any change of address of the Eligible Person or the ESGS Grantee shall be communicated in
writing to the Company.

Where any notice which the Company or the LTIP Committee is required to give, or may
desire to give, in relation to matters which may affect all the Eligible Persons or all the ESGS
Grantee {as the case may be) pursuant to the Scheme, the Company or the LTIP Committee
may give such notice through an announcement to all employees of the Group to be made in
such manner deemed appropriate by the LTIP Committee (including via electronic media).
Upon the making of such an announcement, the notice to be made under By-Law 28.1 shall be
deemed to be sufficiently given, served or made to all affected Eligible Persons or ESGS
Grantee, as the case may be.

SEVERABILITY

Any term, condition, stipulation or provision in these By-Laws which is or becomes illegal, void,
prohibited or unenforceable shall be ineffective to the extent of such illegality, voidness, prohibition or
unenforceability without invalidating the remaining provisions hereof, and any such illegality,
voidness, prohibition or unenforceability shall not invalidate or render illegal, void or unenforceable
any other term, condition, stipulation or provision herein contained.

GOVERNING LAW AND JURISDICTION

30.1

30.2

303

30.4

These By-Laws shall be governed and construed in accordance with the laws of Malaysia and
the Eligible Person and/or ESGS Grantee shall, subject to the provisions of By-Law 25,
submit to the exclusive jurisdiction of the courts of Malaysia in all matters connected with the
obligations and liabilities of the parties hereto under or arising out of these By-Laws,

Any proceeding or action shall subject to the provisions of By-Law 25, be instituted or taken
in Malaysia and the Eligible Person and/or ESGS Grantee irrevocably and unconditionally
waives any objection on the ground of venue or forum non-convenience or any other grounds.

Any notice/process required to be given to or served upon the Eligible Person by the Board or
the LTIP Committee shall be given or shall be deemed to be sufficiently given, served or
made if it is given served or made by hand, by facsimile transmission and/or by letter sent via
ordinary post addressed to the Eligible Person at his place of employment, at his last facsimile
transmission number known to the Company, or to his last-known address. Any notice/process
served by hand, by facsimile, by post as aforesaid shall be deemed to have been received at
the time when such notice (if by hand) is received and duly acknowledged, (if by facsimile
transmission) is transtnitted with a confirmed log print-out for the transmission indicating the
date, time and transmission of all pages, and (if by post) on the day the letter containing the
same is posted and in proving such service by post, it shall be sufficient to prove that the letter
containing the notice or documents was properly addressed, stamped and posted.

Any notice/process required to be given to or served upon the Board or the LTIP Committee
by an Eligible Person shall be given, served or made in writing and delivered by hand or by
registered post to the registered office of the Company (or such other office or place which the
LTIP Committee may have stipulated for this purpose). Any notice/process served by hand, or
post as aforesaid shall be deemed to have been received at the time when such notice (if by
hand) is received and duly acknowledged and (if by post) three {3) Market Days after postage.
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30.5

30.6

30.7

30.8

Any ESGS Award to be made and acceptances therecf, and normal comrespondence (other
than notice/process) under the Scheme (“Normal Correspondence”) to be given to or served
upon the Board or the L'TIP Committee, Eligible Person, as the case may be, shall be given,
served or made in writing and delivered by electronic mail to such e-mail address specified by
the Company (if to be given to or served upon the Board of the LTIP Committee) or to such e~
mail address of the employee provided by the Company (if to be given to or served upon the
Eligible Person) or such communication by other digital means as may be prescribed by the
Board and/or LTIP Committee, and shall be deemed to have been received by the recipient {in
the case of electromc mail) on the Market Day immediately following the day on which the
electronic mail is sent or {(in the case of communication by other digital means) on the Market
Day immediately following the day on which such communication is effected.

In order to facilitate the offer of any ESGS Award (and/or the benefit thereof) under this
Scheme, the LTIP Committee may provide for such special terns to the Eligible Persons who
are employed by any corporation in the Group in a particular jurisdiction, or who are naticnals
of any particular jurisdiction, that is outside Malaysia, as the LTIP Committee may consider
necessary or appropriate for the purposes of complying with differences in local law, tax,
policy or custom of that jurisdiction. The LTIP Committee may further approve such
supplements to or amendments, restatements or alternative versions of the Scheme as it may
consider necessary or appropriate for such purposes without affecting the terms of the Scheme
as in effect for any other purpose, and the secretary of the Company or any other appropriate
officer of the Company may certify any such document as having been approved and adopted
in the same manner as the Scheme. No such special terms, supplements, amendments or
restatements, however, shall include any provisions that are inconsistent with the terms of this
Scheme, as then In cffect unless this Scheme has been amended to eliminate such
inconsistency. Notwithstanding the above, any ESGS Award offered to such Eligible Person
pursuant to the Scheme shall be valid strictly in Malaysia only unless specifically mentioned
otherwise by the LTIP Committee in the ESGS Award.

No action has been or will be taken by the Company to make the ESGS Award valid in any
couniry or jurisdiction other than Malaysia or to ensure compliance of the ESGS Award with
all applicable laws and regulations in any other country or jurisdiction other than Malaysia. No
action has or will be taken also by the Company to ensure compliance by the Eligible Person
to whom the ESGS Award is offered, with all applicable laws and regulations in such other
country or jurisdiction in which the Eligible Person accepts the ESGS Award or will be vested
with Shares pursuant to the ESGS Award.

Any Eligible Person to whom the ESGS Award is offered is required to ensure that they
comply with all applicable laws and regulations in each country or jurisdiction in or from
which they accept the ESGS Award or be vested with Shares pursuant to the ESGS Award. By
their acceptance of the ESGS Award, each ESGS Grantee has represented, warranted and
agreed that they have and will continue to observe all applicable laws and regulations in the
jurisdiction in which they accept the ESGS Award or be vested with Shares pursuant to the
ESGS Award.
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DIRECTORS’ RESPONSIBILITY STATEMENT

Part A of this Circular has been seen and approved by your Board who collectively and individually
accept full responsibility for the accuracy and completeness of the information in Part A of this Circular.
Your Board confirms that after having made ail reasonable enquiries, and to the best of their knowledge
and belief, there 15 no other fact, the omission of which would make any statement herein false or
misleading.

CONSENT AND CONFLICT OF INTERESTS
Consent

RHB Investment Bank, being our Principal Adviser for the Proposed LTIP, has given and has not
subsequently withdrawn its written consent to include its name and all references thereto in the form
and context in which they appear in Part A of this Circular.

Conflict of interest

EPF is a common shareholder of MRCB and RHB Bank Berhad (being the holding company of RHB
Investment Bank) (“RHB Bank™). Nevertheless, EPF is not involved in the day-to-day operations of
RHB Bank and its subsidiaties (“RHB Banking Group”).

In addition, Tan Sri Azlan Zainol is the Non-Independent Non-Executive Chairman of MRCB and a
Non-Independent Non-Executive Chairman of RHB Bank. Nevertheless, in view of his role as a non-
executive chairman, he is not involved in the day-to-day operations of RHB Bank.

Haji Md Ja’far Abdul Carrim, a member of the board of directors of EPF, is also the Non-Independent
Non-Executive Chairman and a Non-Independent Non-Executive Director of RHB Islamic Bank Berhad
and RHB Insurance Bcrhad respectively, which are also subsidiaries of RHB Bank. Nevertheless, he
does not hold any directorship in either RHB Bank or RHB Investment Bank. In view of his role as a
non-executive director, he is also not involved in the day-to-day operations of RHB Islamic Bank
Berhad and RHB Insurance Berhad.

As at LPD, the RHB Banking Group have extended various credit facilities amounting to approximately
RM1,590.00 million {with an amount of approximately RM738.58 million outstanding) to our Group.
Such credit facilities represent approximately 0.69% of the audited total assets of RHB Banking Group
as at 31 Decemnber 2015 of RM230,717.67 million.

Notwithstanding the aforesaid, RHB Investment Bank confirms that no conflict of interest situation
exists or 1s likely to exist by virtue of RHB Investment Bank’s appointment as the Principal Adviser for
the Proposed LTIP on the basis that:-

{a) the above credit facilities are provided by RHB Banking Group on an arms’ length basis and in
the ordinary course of its business;

(b) the corporate finance division of RHB Investment Bank is required under its investment
banking license to comply with strict policies and guidelines issued by the Securities
Commission Malaysia, Bursa Securities and Bank Negara Malaysia governing its advisory
operations. These guidelines require, among others, the establishment of Chinese wall policies,
clear segregation between dealing and advisory activities and the formation of an independent
coinmittee to review its business operations. Further, the appointment of RHB Investment
Bank as Principal Adviser in relation to the Proposed LTIP is in the ordinary course of its
business as a licensed investment bank;

{c) the conduct of RHB Banking Group in its banking business is strictly regulated by the

Financial Services Act 2013, the Capital Markets and Services Act, 2007 and RHB Banking
Group’s own internal controls and checks; and
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(d) RHEB Investment Bank does not receive or derive any financial interest or benefit from the
Proposed LTIP, save for the professional fees as the Principal Adviser for the Proposed L.T1P.
MATERIAL LITIGATION

As at LPD, save as disclosed below, our Group is not engaged in any material litigation, claim and/ or
arbitration either as plaintiff or defendant, which may materially and adversely affect our financial
position or business, and your Board is not aware of any proceeding, pending or threatened, or of any
facts likely to give rise to any proceeding which may materially and adversely affect the financial
position or business of our Group:-

M

(ii)

(i)

Kuala Lumpur High Ceurt, Civil Suit No. D2-22-648-2003
MRCB Property Development Sdn Bhd v Suedy Suwendy And Six Others (collectively,
the “Defendants™)

MRCB Property Development Sdn Bhd (“MPD”), our wholly-owned subsidiary, had entered
into a Share Sale Apreement dated 2 January 2001 (“*SSA”) with the Defendants whereby
MPD had agreed to purchase 24,000,006 ordinary shares of RM1.00 each in Taman Ratu Sdn.
Bhd., representing 100% of the issued and paid-up share capital of the company, for a total
purchase consideration not exceeding RM15,417,000.00.

MPD alleged that the conditions precedent to the SSA had not been fulfilled and demanded the
refund of deposit of RM6,000,000.00, together with interest and costs. Summary judgment was
entered against the 1st, 3rd, 6th and 7th Defendants on 18 November 2005, The appeal of the
Defendants against suammary judgment was allowed on 16 August 2006, On 16 March 2008, a
judgment in default was entered against the Defendants. The Defendants filed an appeal but the
appeal was dismissed by the High Court on 10 August 2009, The Defendants appealed to the
Court of Appeal and the appeal was allowed on 12 October 2011. As at LPD, the Court has yet
to fix a date for the case management.

The Board is of the opinion that MPD has reasonable grounds of success in its claim,

Kuala Lompur High Court, Civil Suit No. 22-NCC-629-10/2013
MRCB Engineering Sdu Bhd (“MESB”) v Pacific Insnrance Bhd (“PIB”)

MESB, a subsidiary of our Company, filed a writ of summons on 29 October 2013 against P1B
claiming losses of RM 14,433 224,14 arising from the rejection of P1B in respect of MESB’s
insurance claims for losses suffered due to a fire at Lot 348, Kuala Lumpur Sentral, Kuala
Lumpur, together with exemplary and aggravated damages,

The High Court had on 26 June 2015 allowed MESB’s claim with costs of RM45,000.00. PIB
has, following settlement nepotiations between the parties, paid the agreed settlement sum of
RM10,100,000.00 to MESB on 25 March 2016.

In the matter of adjudication between MRCB and Jabatan Kerja Raya Malaysia
(“.]KR”)

MRCB brought an adjudication claim on 15 August 2014 under the Construction Industry
Payment & Adjudication Act 2010 against JKR for RM22,273,167.17, being the disputed

amount.

The parties entered into a construction contract on 10 August 2004 for the design, construction
and maintenance of Upgrading Federal Route 5 from Ipoh to Lumut,

The certificate of practical completion was issued by JKR on 28 February 2008 upon the
completion of the upgrading works performed by MRCB.
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(iv)

JKR however rejected the variations and loss and expense claim portion of MRCB without
Justifications. MRCB requested JKR to provide justification for the grounds of rejection but to
no avail.

The adjudicator had on 20 November 2014 decided against JKR and instructed them to pay
MRCB the adjudicated amount of RM9,252.363.17. The adjudicator further held that JKR
shall bear the full costs of the adjudication amounting to RM102,250.00.

MRCB had on 15 May 2015 issued a notice of arbitration claiming the balance of
approximately RM21.00 million from JKR under the construction contract, being payment for
variation works, losses and expenses for work done under the construction contract,

MRCB had on 3 September 2015 filed the Points of Claim whilst JKR had on 30 October 2015
filed its Points of Defence. MRCB had on 4 December 2015 filed the Points of Reply. The
parties had subsequently filed the Common Bundle of Documents, Core Bundle of Documents,
their respective Witness Statements and Expert Reports. Subsequently, MRCB had on 5
September 2016 filed its rebuttal to the witness statements. The Arbitrator has further directed
both parties® expert to produce a joint statement on or before 31 December 2016. The next
arbitration hearing dates are fixed on 20 Febmary 2017 to 24 February 2017 and 2 May 2017
to 5 May 2017.

The Board is of the opinion that MRCB has reasonable grounds of success in its claim against
JKR.

(a) Kuala Lumpur High Court, Civil Suit No. 22NCV(C-17-01/2015
59Inc Sdn Bhd (“59Inc”) v Penghuni-penghuni tanah yang dipegang di bawah
H.S(D) 118118, PT9311, H.S(D) 118119, PT9312 and H.S(D) 118120, PT 9313, all
in Kuala Lumpur (“Suit 17”)

b) Kuala Lumpur High Court, Civil Suit No. 22NCV(C-73-02/2015
Siti Ariah bte Yunus & 95 yang lain (“Plaintiffs Suit 73”) v S&S Quest Resource
Sdn Bhd (“QRSB”), Pengarah, Pejabat Tanah dan Galian Wilayah Persekutuan,
Kuala Lumpur (“PTG”) and 59Inc (“Suit 737)

In respect of Suit 17:

5%Inc, a wholly-owned subsidiary of MRCB, had on 9 January 2015 filed a claim
against a group of squatters who occupied all those parcels of land held under H.S(D)
118118, PT9311, H.S(D) 118119, PT9312 and H.S(D) 118120, PT 9313, collectively
in Daerah Kuvala Lumpur, Mukim Setapak, Wilayah Persekutuan Kuala Lumpur
{“Subject Lands™) {collectively, the “Defendants Suit 177) to vacate those parcels of
land illegally occupied by the Defendants Suit 17.

The Defendants Suit 17 had on 19 March 2015 filed their defences.

In respect of Suit 73:

The Plaintiffs Suit 73 had on 9 February 2015 brought an action against QRSB, PTG
and 59Inc, a subsidiary of MRCB, (collectively, the “Defendants Suit 73”) claiming
inter alia that they are the rightful owners of the Subject Lands and the Subject Lands
were not properly alienated to 59Inc.

591Inc had on 30 March 2015 filed its defence and counter claim against the Plaintiffs
Suit 73.

59Inc had on 3 April 2015 applied to the Court to consolidate Suit [7 and Suit 73 on
the basis that the cause of action, the reliefs sought and the subject matter of both suits
are the same. The Court had on 10 April 2015 granted the order to consolidate the Suit
17 and Suit 73.

A-46



APPENDIX A(II}

FURTHER INFORMATION (Cont’d)

)

59Inc and PTG filed the application to the Court to strike out the claim of the
Plaintiffs Suit 73 on the basis that the Plaintiffs Suit 73 have no locus standi to
institute the action and that the Plaintiffs Suit 73 have no rights or interests with
regards to the Subject Lands. Thus, the claims of the Plaintiffs Suit 73 are frivolous
and vexatious.

The Court had on 19 June 2015 dismissed the striking out application.

Parties had agreed during a case management on 6 August 2015 for both the suits to
be determined based on a question of law under Order 14A of Rules of Court 2012
(“Order 14A Proceedings™) as to whether the Defendants Suit 17 and the Plaintiffs
Suits 73 have any rights, interest and/ or proprietary rights over the Subject Lands.

The Court had on 6 November 2015 dismissed the application for the Order 14A
Proceedings with no order as to costs and further fixed the matter for trial on 7 March
2016 to 11 March 2016.

59Inc filed an appeal to the Court of Appeal against the decision. The appeal was
heard on 16 February 2016, where the Court of Appeal has rephrased the points of
law and reverted to the High Court to hear the same where it was decided in favour of
5%9Inc.

The Plaintiffs Suit 73 appealed against the decision of the High Court and applied for
a stay of execution, The Court had on 19 July 2016 dismissed the Plaintiffs Suwit 73°s
application for stay of execution.

During case management on 2 September 2016, the Court directed the parties to file
their Submissions, Common Core Bundles and Common Chronology of Facts before
the next case management which has been fixed on 4 January 2017.

The Court has instructed the Plaintiffs Suit 73 to file the Record of Appeal and the
hearing for the appeal has been fixed on 18 Jarmary 2017.

The case management on assessment of damages and counter claim dated 5 October
2016 is fixed on 22 November 2016.

The Board is of the opiion that 591Inc has reasonable grounds of success in its claim
against the squatters.

Kuala Lumpur High Court, Civil Suit No: R2-25-307-11/2015

Onescntral Park Sdn. Bhd. (“OSP”) & Anor v Government of Malaysia (“GOM”) &
Pejabat Tanah Dan Galian (“PTG”)

PTG has on 2 September 2015 issued a notice of acquisition to OSP, a wholly-owned
subsidiary of MRCB, to acquire a parcel of land held under H.S.(D) 119816, No. PT75,
Section 63 (“OSP Land”), on which the “Grid Project” will be undertaken by OSP. Based on
the net book value of the OSP Land as at 31 December 2015, the value of such land is
RM65,702,000.00. OSP has initiated a leave application to apply for inter alia judicial review
and to quash the decision of GOM and PTG in respect of the Form D dated 2 September 2015
issued under the Land Acquisition Act 1960 as published in the Government Gazette No.
29230 dated 2 September 2015 is null and void and has no legal effect in relation to the OSP
Land as the title number referred to in the Gazette is not the same as the actual title number
issued to OSP.

OSP has also applied for a stay of the land acquisition proceedings and all other actions

relating thereto by the GOM and PTG in respect of the OSP Land pending determination of the
Jjudicial review application.
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4.1

4.2

The hearing for the application for leave to apply for judicial review was heard on 16 February
2016, where the judge has pranted leave to OSP to proceed with the stay and judicial review
application. In the interim pending inter parties hearing of the stay application and the judicial
review application, an interim stay against the Land Acquisition Proceedings was granted by
the High Court.

The High Court has given directions for parties to comply before the next case management
fixed on 29 February 2016.

On 26 February 2016, Mass Rapid Transit Corp Sdn. Bhd., the project and asset owner of Mass
Rapid Transit (“MRT”), has applied to intervene as a party opposing the judicial review
application.

The Court has fixed 6 June 2016 for case management to enable both parties to file their
respective submissions. Hearing of the judicial review application will be fixed afier the
disposal of the intervention application. Presently, the temporary stay of Land Acquisition
Proceedings remain until the stay application is fully heard and decided.

The Court had on 26 August 2016 fixed the matter for hearing on 25 October 2016 pending
negotiations for settlement between the parties. On 25 October 2016, the Court allowed MRT’s
application to intervene as a party opposing the judicial review and be added as the third
respondent, and fixed a further case management on 15 November 2016 pending settlement
between the parties,

The Board is of the opinion that OSP has reasonable grounds of success in its claim.

MATERIAL COMMITMENTS AND CONTINGENT LIABILITIES

Material commitments

Save as disclosed below, as at LPD, your Board is not aware of any material commitment incurred or
known to be incurred by our Company or our subsidiaries which upon becoming enforceable may have

a material impact on the financial position of cur Group:-

RM(*000)

Authorised capital expenditure not contracted for:
- property, plant and equipment

101,450

Contingent liabilities

Save as disclosed below, as at LPD, your Board is not aware of any contingent liability which upon

becoming enforceable may have a material impact on the financial position of our Group:-

RM(*000)

Performance guarantees extended to third parties

257,616
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CORPORATE EXERCISES ANNOUNCED BUT PENDING COMPLETION

Save for the Proposed LTIP and the corporate exercises disclosed below, there is no other corporate
exercises which has been announced on Bursa Securities but is pending completion as at LPD:-

@

(i)

(i)

Subscription of new ordinary shares of RM1.00 each representing a 70% equity interest in
Kwasa Sentral Sdn Bhd (formerly known as Kwasa Development (2) Sdn Bhd) (“KSSB”).

On 30 June 2014, our Company had announced the receipt of a letter of award from Kwasa
Land Sdn Bhd (“KILLSB”) for the development of 64.07 acres of land identified to be the town
centre of the proposed Kwasa Damansara Township (“Project MX-1").

Subsequently, our Company had, on 14 August 2014, entered into a shareholders’ agreement
with KI.SB and KSSB (“Shareholders’ Agreement”) in relation to, inter alia, the proposed
subscription of new ordinary shares of RM1.00 each representing a 70% equity interest in
KS8B, a special purpose vehicle incorporated to undertake Project MX-1, for a subscription
payment of approximately RM816.6 million.

The proposal was approved by our Company’s shareholders at the EGM held on 12 February
2015.

On 8 August 2016, our Company had announced that it had entered into a supplemental
shareholders’ agreement with X1LSB and KSSB to vary certain terms of the Sharcholders’
Apreement,

The proposal is expected to be completed by the second (2nd) quarter of 2017.

Management contract between Kwasa Utama Sdn Bhd (formerly known as Kwasa
Development (1) Sdn Bhd) (“KUSB™) and our Cownpany for the appointment of our Company
as the Management Contractor in connection with the development and construction of a
comunercial development named Kwasa Utama on a piece of land owned by KUSB measuring
29.82 acres known as plot C8 (part of Lot 85112} Kwasa Damansara, Mukim Sungai Buloh,
Daerah Petaling, Seksyen U4, 40160 Shah Alam, Selangor Darul Ehsan for a provisional total
contract sum of RM3,145,493,294 (“C8 Construction”).

On 28 October 2015, our Company had announced that it had entered into a management
contract with KUSB whereby KUSB had appointed our Company as the Management
Contractor for the C8 Construction.

The C8 Construction was approved by our Company’s shareholders at the EGM held on 21
December 2015 and the Management Contract had become unconditional on the same date.

The C8 Construction is expected to be completed by (a) 31 December 2024, or (b) the date of
completion of all the contracts between KUSB and our Company (for which the first notice to
proceed by KUSB were issued on or before 31 December 2024), whichever is later.

Privatisation agreement entered into between Rukun Juang Sdn Bhd (“RJSB”), the
Government of Malaysia, as represented by the Ministry of Youth and Sports (“Government™)
and Syarikat Tanah dan Harta Sdn Bhd (“Hartanah®™) (“Privatisation Agreement’).

On 28 October 2015, our Company had announced that RJSB, a 85%-owned subsidiary of
MRCB land Sdn Bhd, had entered into the Privatisation Agreement relating to the
refurbishment and upgrading of facilities located at the National Sports Complex in Bukit Jalil,
Kuala Lumpur for a total contract sum of RM1,631,880,000.00.

On 8 January 2016, our Company had announced that the Government had, vide its letter to
RJISB dated 28 December 2015, agreed to RISB’s request for an extension of time of one (1)
month from 28 December 2015 until 28 January 2016 to fulfil the conditions precedent as set
out in the Privatisation Agreement.
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(iv)

W)

Subsequently on 26 January 2016, our Company had announced that the Government had, vide
its letter to RISB dated 22 January 2016, agreed to RISB’s request for a further extension of
time untit 10 February 2016 to fulfil the conditions precedent as set out in the Privatisation
Agreement,

On 2 February 2016, our Company had announced that RISB had on 29 January 2016 entered
into a supplemental agreement to the Privatisation Agreement with the Government and
Hartanah to vary certain clanses in the Privatisation Agreement as well as modify certain
deliverables in relation to the fulfillment of conditions precedent and construction works
programime as set out in the Privatisation Agreement.

The Privatisation Agreement had become unconditional on 4 February 2016 and is expected to
be completed by the end of 2020.

On 16 November 2015, ouwr Company had announced the Private Placement. The first tranche
of the Private Placement comprising 100,000,000 Placement Shares had been completed on 25
April 2016, following the listing of and quotation for 100,000,000 Placement Shares on the
Main Market of Bursa Securities.

On 18 May 2016, our Company had announced that Bursa Securities had vide its letter dated
17 May 2016, which was received on 18 May 2016, approved an extension of time until 1
December 2016 for our Company to complete the implementation of the Private Placement.

The second tranche of the Private Placement comprising 193,625,000 Placement Shares had
been completed on 22 August 2016, following the listing of and quotation for 193,625,000
Placement Shares on the Main Market of Bursa Securities.

The remainiug Placement Shares will be issued in subsequent tranches.

Proposed disposal by 348 Sentral Sdu Bhd, a wholly-owned subsidiary of our Company (“348
Sentral”), of Menara Shell (as defined herein) to Maybank Trustees Berhad (“MTB”), acting
solely iu the capacity as trustee for MRCB-Quill REIT (“MQ REIT™) and proposed
subscription by MRCB of no less than RM 110 million but up to RM152 million in value of
new units in MQ REIT (“Units™) pursuant to the proposed placement exercise to be undertaken
by MQ REIT.

On 3 December 2015, our Company had announced that 348 Sentral had on 3 December 2015
entered into a head of agreements with MTB for the proposed disposal of a 33-storey office
tower known as “Menara Shell” together with a 5-storey podium and 4-storey basement car
park bearing the postal address of No. 211, Jalan Tun Sambanthau, 50470 Kuala Lumpur,
Wilayah Persekutuan, Malaysia and erected on part of the freehold laud held under the master
title of Geran 40094, Lot 348, Section 72, Town and District of Kuala Lumpur, Federal
Territory of Kuala Lumpur, Malaysia, for a total cash consideration of RM&40 million
(“Proposed Disposal™).

On 3 March 2016, our Company had announced that the cut-off date for the execution of the
sale and purchase agreement in relation to the Proposed Disposal had been extended to 15
April 2016. Subsequently, the cut-off date was further extended to 30 May 2016 and then to 14
July 2016.

On 30 June 2016, our Company had entered into a conditional sale and purchase agreement
with MTB for the Proposed Disposal for a total cash consideration of RM640 million.

Concurrently, it was also announced that our Company had undertaken to subscribe for no less
than RM110 million but up to RM152 million in value of new Units pursuant to MQ REIT’s
proposed placement of up to 406,666,667 new Units at an issue price to be determined by way
of bookbuilding (“Proposed Subscription™).
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(vi)

The Proposed Disposal and Proposed Subscription are expected to be completed by the fourth
(4™ quarter of 2016.

Project delivery partner (“PDP”) agreement between MRCB Builders Sdn Bhd, a wholly-
owned subsidiary of our Company (“MRCB Builders”} and KLSB {(“PDP Agreement”).

On 26 May 2016, our Company had announced that MRCB Builders had entcred into the PDP
Agreement with KLSB whereby KILSB has appointed MRCB Builders as a PDP in connection
with the construction and completion of common infrastmcture for the Majlis Bandaraya
Petaling Jaya area at the proposed Kwasa Damansara Township (“Project”} located on a piece
of land (formerly known as Rubber Research Institute Malaysia land} in Sungai Buloh
measuring approximately 2,330.42 acres, for a provisional fee of approximately RM112.28
million {excluding goods and services tax and reimbursables) (“Proposed PDP Contract”).

The Proposed PDP Contract is expecied to become unconditional by early December 2016,
whilst the Project is expected to complete by the end of year 2023.

DOCUMENTS FOR INSPECTION

Copies of the following documents may be inspected at our registered office at Level 33A, Menara NU
2, No. 203, Jalan Tun Sambanthan, Kuala Lumpur Sentral, 50470 Kuala Lumpur, Malaysia during
normal office hours on Mondays to Fridays {except public holidays} from the date of this Circular up to
and including the date of our EGM:-

@
(ii)

(iii)
(iv)
v

our Company’s Memorandum and Articles of Association;

our audited consolidated financial statements for the past two (2) FYE 31 December 2314 and
2015 as well as our latest unaudited quarterly results for the six {6) month financial period
ended 30 June 2016;

letter of consent from RHB Investment Bank referred to in Section 2 above;

the relevant cause papers for the material litigation referred to in Section 3 above; and

draft By-Laws for the Proposcd LTIP as set out in Appendix A(I) of Part A of this Circular.

The rest of this page has been intentionally left blank
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DEFINITIONS

Except where the context otherwise requires, the following abbreviations and definitions shall apply throughout

Part B of this Circular:-
348 Sentral or Vendor
Act

Astramina Advisory or
Financial Advisor

Board

Bursa Securities

CBRE | WTW or
Independent Property

Valuer

CIMB Investment Bank or
Existing Chargee

Circular

Completion Date

Disposal Consideration

EGM
EPF
EPS

Extended Completion Date

FPE
FYE
GST

HOA

LPD

MQM

MQ REIT
MRCB or Company
MRCB Group or Group

MRCB Share(s)

348 Sentral Sdn Bhd (749946-P), 2 wholly-owned subsidiary of MRCB
Companies Act, 1965

Astramina Advisory Sdn Bhd (810705-K}

Board of Directors of MRCB

Bursa Malaysia Securities Berhad (635998-W)

C H Williams Talhar & Wong Sdn Bhd (18149-U), an independent valuer
appointed by 348 Sentral and MTB

CIMB Investment Bank Berbad (18417-M)

This circular dated 15 November 2016

A date falling no later than one (1) month from the Unconditional Date in
relation to the Proposed Disposal

The total disposal consideration of RM640,000,000 in relation to the
Proposed Disposal to be satisfied entirely in cash

Extraordinary general meeting
Employees Provident Fund Board
Earnings per share

45 days from the Completion Date or such later period or periods thereafter
in relation to the Proposed Disposal

Financial period ended/ ending, as the case may be
Financial year ended/ ending, as the case may be
Goods and services tax

The heads of agreement dated 3 December 2015 entered into between 348
Sentrai and MTB for the Proposed Disposal

20 October 2016, being the latest practicable date prior to the printing of this
Circular

MRCB Quill Management Sdn Bhd (737252-X)}, acting as manager of MQ
REIT

MRCB-Quill REIT, a REIT
Malaysian Resources Corporation Berhad (7994-D)
Collectively, MRCB and its subsidiaries

Ordinary share(s} of RM1.00 each in MRCB
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MTB or Purchaser

NA

NAV

NLA

PAT

PATANCI

Placement Units

Property or Menara Sheil

Proposals

Proposed Disposal

Proposed Placement

Proposed Subscription

REIT

REIT Guidelines

RHB Investment Bank
sC

sf

Shell

SPA

Maybank Trustees Berhad (5004-P), acting solely in the capacity as trustee
for MQ REIT

Net assets

Net asset value

Net lettable area

Profit after tax

Profit after tax and non-controlling interest

All or part of the 400,666,667 new Units to be issued by MQ REIT pursuant
to the Proposed Placement

Comprises a 33-storey office tower known as “Menara Shell”, together with
a five (5)-storey podium and four (4)-storey basement car park, including all
the plant and equipment, fixtures and fittings located in or on or which

otherwise relate to or are affixed to the development as well as all
mechanical and electrical systems and services, but excludes the following:-

(1) a 2l1-storey service apartment known as “Ascott Seniral Kuala
Lumpur”;

(i1) the eommon areas as defined in the SPA; and

(iiiy  the fixtures and fittings belonging to existing tenants and third
parties including those with whotn the existing tenants have entered
into a hire purchase and/ or leasing arrangement in respect of such
fittings and fixtures

The Proposed Disposal and the Proposed Subscription, eollectively

Proposed disposal by 348 Sentral of the Property to MTB for the Disposal

Consideration upon the terms and subject to the conditions set out in the

SPA

Proposed placement of up to 406,666,667 new Units to be undertaken by
MQ REIT at an issue price to be determined by way of bookbuilding

Proposed subscription by MRCB of no less than RM110 million but up to
RM152 million in value of new Units in MQ REIT pursuant to the Proposed
Placemenit to be undertaken by MQ REIT

Real estate investment trust

Guidelines on Real Estate Investment Trusts issued by the SC

RHB Investment Bank Berhad {19663-P)

Securities Commission Malaysia

Square feet

Shell People Services Asia Sdn Bhd (364800-W)

The conditional sale and purchase agreement dated 30 June 2016 entered
into between 348 Sentral and MTB for the Proposed Disposal



DEFINITIONS (Cont’d)

Term Loan Facility : A syndicated term loan facility of up to RM460 million granted by CIMB
Bank Berhad, Hong Leong Bank Berhad and RHB Bank Berhad to 348
Sentral

Unconditional Date . The day upon which the last of the conditions precedent as set out in Section

2.7.3 of Part B of this Circular (which have not been waived in writing) have
been fulfilled in accordance with the provisions of the SPA

Unit(s) : Unit(s) in MQ REIT

Valuation Report :  The valuation report prepared by the Independent Property Valuer dated 20
June 2016 to appraise the market value of the Property

Currency

RM and sen :  Ringgit Malaysia and sen, the legal tender of Malaysia

33 4L LEIN 1

References to “our Company”, “we”, “us” and “ourselves” in Part B of this Circular are to MRCB and where
the context otherwise requires, shall include our subsidiary companies. References to “our Group” are to our
Company and our subsidiary companies. All references to “you” in Part B of this Circular are to our
shareholders.

Unless specifically referred to, words denoting the singular shall, where applicable, include the plural and vice
versa and words denoting the masculine gender shall, where applicable, include the feminine and/ or neuter
genders and vice versa. References to persons shall include corporations, unless otherwise specified,

Any rcference in Part B of this Circular to the provisions of any statute, rules, regulation or rules of stock
exchange shall (where the context admits), be construed as a rcferenee to the provisions of such statute, rules,
regulation or rules of stock exchange (as the case may be) as modified by any written law or (if applicable)
amendments to the statute, rules, regulation or rules of stock exchange for the time being in force.

Any reference to a time of day in Part B of this Circular shall be a reference to Malaysian time, unless otherwise
stated,

Certain amounts and percentage figures included herein have been subject to rounding adjustments. Any
discrepancy between the figures shown herein and figures published by our Company, such as in our quarterly
results or annual reports, is due to rounding,

Certain statements in Part B of this Circular may be forward-looking in nature, which are subject to
uncertainties and contingencies. Forward-looking statements may contain estimates and assumptions made by
your Board after due inquiry, which are nevertheless subject to known and unknown risks, uncertainties and
other factors which may cause the actual results, performance or achievements to differ materially from the
anticipated results, performance or achievements expressed or implied in such forward-looking statements. In
light of these and other uncertainties, the inclusion of a forward-locking statement in Part B of this Circular
should not be regarded as a representation or warranty that MRCB’s plans and objectives will be achieved.

The rest of this page has been intentionally left blank
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MRCB

MALAYSIAN RESOURCES CORPORATION BERHAD
{Company No. 7994-D)
{Incorporated in Malaysia under the Companies Act, 1965)

Registered office:

Level 33A, Menara NU 2

No. 203, Jalan Tun Sambanthan
Kuala Lumpur Sentral

50470 Kuala Lumpur

Malaysia

15 November 2016

Board of Directors

Tan Sri Azlan Zainol (Non-Independent Non-Executive Chairman)

Tan Sri Mohamad Salim Fateh Din (Group Managing Director)

Mohd Imran Tan Sri Mohamad Salim (Executive Director)

Datuk Shahril Ridza Ridzuan (Non-Independent Non-Executive Director)
Jamaludin Zakaria (Independent Director}

Rohaya Mohammad Yusof (Non-Independent Non-Executive Director)
Chuah Mei Lin (Independent Director)

Hasman Yusri Yusoff (fndependent Director)

Ta: Qur Shareholders

Dear Sir/Madarm,

1) PROPOSED DISPOSAL; AND
an PROPOSED SUBSCRIPTION
1. INTRODUCTION

On 3 Deeember 2015, our Company had announced that 348 Sentral had entered into a HOA with
MTB for the proposed disposal of a 33-storey office tower known as “Menara Shell” together with a
five (5)-storey podium and four (4)-storey basement car park, bearing postal address of No. 211, Jalan
Tun Sambanthan, 50470 Kuala Lumpur, Wilayah Persekutuan, Malaysia and erected on part of the
frechold land held under the master title of Geran 40094, Lot 348, Section 72, Town and District of
Kuala Lumpur, Federal Territory of Kunala Lumpur, Malaysia (“Land™).

For information purposes, 348 Sentral had developed and erected Menara Shell and a 21-storey service
apartment known as “Ascott Sentral Kuala Lumpur” together with a five (5)-storey podium and four
{4)-storey basement car park, on the Land.

On 3 March 2016, our Company had announced that 348 Sentral and MTB had vide an extension letter

dated 3 March 2016 extended the cut-off date for the execution of the SPA in relation to the Proposed
Disposal to 15 April 2016 (“Cut-Off Date™).
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On 12 April 2016, our Company had announced that the Cut-Off Date for the execution of the SPA had
been further extended to 30 May 2016, with the option for an automatic extension of a further 30
business days if necessary, by 348 Sentral and MTB via a second extension letter dated 12 April 2016
(“Second Extension Letter™), to facilitate the submission of an application for a certificate of
proposed sirata plan (“CPSP Application™) by 348 Sentral to subdivide Menara Shell and Ascott
Sentral Kuala Lumpur as both buildings are currently held under the master title of Geran 40094, Lot
348, Section 72, Town and District of Kuala Lumpur, Federal Territory of Kuala Lumpur, Malaysia, in
accordance with the Strata Titles Act 1985. The Cut-Off Date was subsequently automatically extended
to 14 July 2016.

On 30 June 2016, RHB Investment Bank had, on behalf of your Board, announeed that 348 Sentral had
on 30 June 2016, entered into a SPA with MTB for the Proposed Disposal.

On 30 June 2016, MQ REIT had announced that it is proposing to undertake the Proposed Placement.
We, being a major unitholder of M{Q REIT, had vide our letter dated 30 June 2016, given an
undertaking to subscribe for such number of Placement Units with an aggregate value of no less than
RM110 million but up to RM152 million under the Proposed Placement, subject to certain conditions
as set out in Section 3 of Part B of this Circular (“Undertaking”™). For the avoidance of doubt, in view
that our Company is a major unitholder of MQ REIT, we will not participate in the bookbuilding
exercise in relation to the Proposed Placement and shall not influence the manner in which the book
builds or the determination of the issue price of the Placement Units. We will accept the final price for
our Placement Units as determined by the bookbuilding exercise and announced by MQ REIT on Bursa
Securities.

For information purposes, on 16 November 2015, our Company had appointed Astramina Advisory as
the Financial Advisor of our Company in respect of the Proposals, On 4 January 2016, Asiramina
Advisory was appointed by MQM as Transaction Armanger in respect of the Proposed Disposal.
Astramina Advisory will be appointed by MQM as the financial advisor in respect of the Proposed
Placement, in conjunction with the appointment of joint placement agents by MQM. Astramina
Advisory does not derive any advisory fee from MQM for its role as Transaction Arranger but will
derive fees from MQM for its role in relation to the Proposed Placement. Our Company had vide the
acceptance of Astramina Advisory’s letter of appointment for its role as Financial Advisor to our
Company, acknowledged and consented to their appointments as the Transaction Arranger and
financial advisor to MQM in relation to the Proposed Disposal and Proposed Placement respectively,
which is mainly aimed at ensuring the timely and successful implementation of the Proposed Disposal
and the Proposed Placement.

The roles and responsibilities of Astramina Advisory as the Financial Advisor of our Company in
respect of the Proposals are to advise on, amongst others, the structure, terms and conditions, mode of
payments, pricing and timing for the implementation of the Proposals whilst the roles and
responsibilities of Astramina Advisory as the Transaction Arranger of MOQM in respect of the Proposed
Disposal is limited to ensuring an expeditious and accurate flow of information between MQ REIT,
MOQM and our Company, and to assist in arranging and coordinating project work streams to promote
the timely implementation of the Proposed Disposal. In addition, the expected roles and responsibilities
of Astramina Advisory as the financial advisor of MQM in respect of the Proposed Placement include,
amongst others, assisting in the procurement of investor(s) as well as identifying and resolving issues
that may arise in the course of implementation of the Proposed Placement. In this capacity,
representatives of Astramina Advisory have participated in progress meetings and verification meetings
of both our Company and MQM to ensure transaction/ implementation issues have been highlighted to
and discussed with both parties and have facilitated in procuring confirmation of statutory information
relating to both parties. In addition, representatives of Astramina Advisory have also been present at
our Board meetings in relation to the Proposals to assist in ensuring that transaction/ implementation
issues raised by your Board are promptly highlighted to MQ REIT and MQM and also to assist in the
resolution of such issues. Astramina Advisory will be present at the forthcoming EGM of our
Company, together with our Company’s Principal Adviser, namely RHB Investment Bank, to address
any queries on transaction issues that shareholders may have in relation to the Proposals.

THE PURPOSE OF PART B OF THIS CIRCULAR IS TO PROVIDE YOU WITH THE
DETAILS OF THE PROPOSALS AND TO SEEK YOUR APPROVAL FOR THE ORDINARY
RESOLUTIONS PERTAINING TO THE PROPOSALS TO BE TABLED AT THE
FORTHCOMING EGM.
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YOU ARE ADVISED TO READ AND CAREFULLY CONSIDER THE CONTENTS OIF PART B
OF THIS CIRCULAR BEFORE VOTING ON THE ORDINARY RESOLUTIONS
PERTAINING TO THE PROPOSALS TO BE TABLED AT THE FORTHCOMING EGM.

DETAILS OF THE PROPOSED DISPOSAL

The Proposed Disposal entails the disposal by 348 Sentral of the Property to MTB for the Disposal
Consideration. The location map of the Property is set out beiow:-

Menara Sh

(Source: Management of MRCB)

Infoermation on the Preperty

7 Satitre

The Property is located in Kuala Lumpur Sentral, an urban centre built around Stesen Sentral Kuala
Lumpur which is Malaysia’s largest transit hub. Further information on the Property is as follows:-

Postal address

Menara Shell, No. 211, Jalan Tun Sambanthan, 50470 Kuala Eumpur,
Wilayah Persekutuan, Malaysia

Strata title

Yet to be issued

Title details of parent lot

GRN 40094, Lot 348 Section 72, Town and District of Kuala Lumpur,
Federal Territory of Kuala Lumpur, Malaysia

Tenure

Term in perpetuity (Frechold)

Land area of parcnt lot

8,475 square metres or 91,224 sf

Existing use One (1) block of 33-storey office building erected on a five (5)-storey
podium and four (4)-storey basement car park

Age of building Approximately two (2) years old (based on the certificate of
completion and compliance dated 18 February 2014)

Parking bays 915 car park lots and 110 motorcycle lots

Gross build-up area based on the
approved building plan

820,916.69 sf (comprising Menara Shell and a shared podium but
excluding the car park area)

NLA

557,053 sf
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Occupancy rate (based on 348 © | 99.9% (556,333 sf), which is entirely let out to third partics
Sentral’s tenancy schedule dated
25 March 2016)

Rental and car park income for 1 | RM46,355,245

FYE 31 Deeember 2015

Encumbranees and endorsements @) 15-year lease bearing presentation number 3794/2014 created
(as per land search dated 16 by 348 Sentral in favour of Shell (“Registered Lease™)
February 2016) pursuant to a lease agreement dated I November 2013 made

between Shell and 348 Sentral (which includes the
supplemental lease agreement dated 30 March 20135, the second
supplemental lease agreement dated 16 December 2015 and any
other instrument execufcd supplemental thereto or in
substitufion thereof from time to time) (“Lease Agreement™)

(i)  First party legal charge bearing presentation number
41546/2009 (“Existing Charge™) created by 348 Sentral in
favour of the Existing Chargee (as security agent for CIMB
Bank Berhad, Hong Leong Bank Berhad and RHB Bank
Berhad) as security for the Term Loan Facility

Express conditions (as per land : | The Land shall be used for commercial building for office and service
search dated 16 February 2016) apartment purposes only

Category of land use : | Building

Restrictions in interest : | Nil

Audited net book value as at 31 1 | RM428,527 841

December 2015

Market value ascribed by the 1 | RM640,000,000

Independent Property Valuer

Date of valuation o | 19 May 2016

Method of valuation ;| Investment method and comparison method

Basis and justification of arriving at the Disposal Consideration

The Disposal Consideration is based on the market value of the Property as appraised by CBRE | WTW
vide its Valuation Report. The valuation of the Property was carried out using the Investment Method
and Comparison Method. The appraised market value of the Property as at 19 May 2016, being the
material date of valuation, was RM640,000,000.

For information purposes, the Investment Method entails determining the net current annual income by
deducting the annual outgoings from the gross annual income and capitalising the net income by a
suitable rate of return consistent with the type and quality of investment to arrive at the market value.
The Comparison Method entails analysing recent transactions and asking prices of similar properties in
the larger locality for comparison purposes with adjustments made for differences m location/
visibility, age/ condition of building, design/ finishes/ specifications, size (NLA), strata/ individual title,
tenure, density, public amenities, green building features, Multimedia Super Corridor status, title
restrictions if any, and other relevant characteristics to arrive at the market value,

The market values of the Property derived based on the Investment Method and Comparison Method of
valuations are RM640,000,000 and RM665,000,000 respectively. The Independent Property Valuer
had concluded that the market value derived from the Investment Method is a fair representation of the
market value of the Property in view that it is an income generating property.

The valuation certificate dated 20 June 2016 for the Property is set out in Appendix B(III} of Part B of
this Circular.
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Mode of settlement

The Disposal Consideration will be satisfied by MQ REIT entirely in cash, in the manner as set oul
below, which in turn is expected to be funded via a combination of borrowings and the proceeds to be
raised from the Proposed Placement.

Mode of settlement Date of settlemment Note Consideration
RM{*000)

Cash consideration On the Completion Date or the Extended (i) 430,000
Completion Date, as the case may be

(i) 210,000

Total 640,000

Notes:-

(i) Representing the estimared amount required to fully settle and discharge the relevant outsianding indebledness in
respect of the Term Loan Facility in order to oblain a full discharge of the Fxisting Charge (“Redemption Sum”).
Assuming that the Term Loan Fuacility will be settled on 3! December 20186, the Redemption Sum is estimated 1o be
RM430 million, before laking into consideration a principal settlement of RM25 million, which is due and payable on
16 Deccmber 2016, In the event the Completion Date or the Extended Completion Date, as the case may be, Jalls on a
date after 16 December 2016, the principal seitlement will be funded using internally generated funds and the
proceeds from the Proposed Disposal which have been earmarked for the settiement of the Redemption Sum, as
detailed in Section 2.8 of Part B of this Circular, will be utilised to replenish the internally generated funds of our
Company witich have been wtilised for the principal settlement.

{ii) Representing the balance cash consideration (“Balance Cash Consideration ") afier deducting the Redemption Sum.

In the event the actual Redemption Sum is higher/ lower than RM430 million, the difference will be
adjusted to/ from the Balance Cash Consideration payable to our Company.

MTB shall pay the Redemption Sum to the Existing Chargee simultaneously with the payment of the
Balance Cash Consideration to 348 Sentral.

At any time prior to the completion of the SPA, 348 Sentral will be entitled to appoint nominee(s),
being our Company and/ or any wholly-owned subsidiary of our Company and/ or wholly-owned
subsidiary of 348 Sentral, to receive and accepl the Disposal Consideration in place of 348 Sentral by
giving to MTB seven (7) business days’ prior notice in writing of such nomination together with atl
parliculars of the nominee(s).

Liabilities to be assnmed by MQ REIT

There is no liability, including any contingent liability and guarantee, to be assumed by MQ REIT
pursuant to the Proposed Disposal.

Original cost of investment

The original cost of investment for the Property which was completed on 18 February 2014 was
approximately RVi447 .40 million,
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Expeeted gain arising from the Proposed Disposal

The Proposed Disposal is expected to result in a net gain on disposal of approximately RM138.97
million after taking into account adjustments due to consolidation as well as after adjusting for,
amongst others, expenses and taxes relating to the Proposed Disposal. The net gain on disposal was
arrived at as follows:-

RM(000) |

Disposal Consideration 640,000
Less:  Asscts disposed 0 (437,060)
Gain on disposal before consolidation adjustments 202,940
Less:  Consolidation adjustments @ (66,686)

Transaction costs arising from the Proposed Disposal (1,140)
Gain on disposal after consolidation adjustments and before tax 135,114
Add:  Deferred tax 3,856
Net gain on disposal to our Group 138,970

Nores:-

o)

12)

Represents the carrying value of Menara Shell and trade receivables amounting to approximately RM8.53 million
written off

Assuming that our Company will subscribe for RM152 million in value of the Placement Units under the Proposed
Subscription at an iflustrative issue price of RMI G5 per Unit, our estimated unitholdings in MO REIT is expected to
be 32.9% of the enlarged unitholders’ capital of M(Q REIT. The consolidation adjusiments represent the gain
restricted to the extent of MRCB s unitholdings in MQ REIT.

Other salient terms of the SPA

271

2.7.2

Agreement to sell and to purchase

348 Sentral agrees to sell and MTB, acting solely in the capacity as trustee for and on behalf
of M(QQ REIT, agrees to purchase the Property and the benefits and obligations in respect of the
several tenancies and/ or lease(s) of the Property granted by 348 Sentral (“Existing
Tenancies”) for the Disposal Consideration, subject to the completion adjustment as set out in
Section 2.7.2 of Part B of this Circular (if applicable) and to be satisfied by MTB in
accordance with Section 2.3 of Part B of this Circular free from all encumbrances (save and
except for the Registered Lease) together with all rights, title and interest, subject to the
conditions, category of use and restrictions of the title of the Property, expressed or implied, in
the strata titles and the terms and conditions of the SPA.

Completion adjustment

In the event that the open market value of the Property shall be varied/ adjusted pursuant to
variations/ adjustments caused by whatsoever reasons to the market value of the Property
{which will be mutually agreed by 348 Sentral and MTB) in respect of the Valuation Report
and/ or variation in the Valuation Report, the Disposal Consideration shall be adjusted
upwards or downwards accordingly.

Instances where the market value of the Property can be varied/ adjusted in the Valuation
Report include, amongst others, changes in the NLA and rental rates of the Property which the
Independent Property Valuer had relicd on during the conduct of their valuation. In such
event, the Disposal Consideration shall be adjusted upwards or downwards accordingly.
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In the event of an upward adjusiment of three per centum (3%) or more of the Disposal
Consideration, MTB is entitled to terminate the SPA and in the event of a downward
adjustment of three per centum (3%) or more of the Disposal Consideration, 348 Sentral is
entitled to terminate the SPA.

The party terminating the SPA shall not be liable to pay any damages whatsoever for such
termination.

Conditions precedent

The sale and purchase of the Property is subject to and conditional upon:-

(i)

(i)

(iii)

@iv)

(V)

(vi)

(vii)

(viii)

(ix)

the approval from the shareholder of 348 Sentral, and if required, our shareholders,
for the Proposals;

the approval of the unitholders of MQ REIT with respect to the acquisition of the
Property, issuance of the Placement Units and new units for payment of manager’s
fee to MQM, increase in the approved fund size of MQ REIT pursuant to the
issuance of the Placement Units and new units for payment of manager’s fee to
MQM and placement of the Placement Units to our Company and to EPF;

MTB, on behalf of MQ REIT, obtaining the approval of the SC as set out in Section
9(ii1) of Part B of this Circular, which was obtained on 27 September 2016;

MTB, on behalf of M(Q REIT, obtaining the approval from Bursa Seeurities as set out
in Section 9(iv) of Part B of this Cireular;

348 Sentral, at its own cost and expense, and MTB, at the cost and expense of MQ
REIT, procuring the undertaking of a valuation exereise on the Property by the
Independent Property Valuer whereby a written report shall be prepared by the
Independent Property Valuer (which shall be addressed separately to 348 Sentral and
MQ REIT) to determine and confirm the valuation of the Property in such written
report, which had been issued by the Independent Property Valuer vide the Valuation
Report;

348 Senfral, at its own cost and expense, obtaining written consent from CIMB
Investment Bank, being the seeurity agent of the Term Loan Facility, in relation to
the disposal of the Property, which was obtained on 13 September 2016;

the letter of commitment in relation fo the financing of the Property being issued by
(a) the financial institution(s); and/ or (b) the investors holding any debt instrument
issued by MTB and/ or any special purpose vehicle owned by MTB, to assist MTB in
the purchase of the Property (“Purchaser’s Financing™) and shall include any agent
or trustee acting for such finaneial institution(s) and/ or institution (“Purchaser’s
Financier”) (or in the ease of debt instrument, the letter of commitment fromn the
financier(s) to the arranger of the debt instrument) and accepted by MTB or MQ
REIT’s speeial purpose company which will be used for the purposes of the
Purchaser’s Financing;

MTB, on behalf of MQ REIT, having received the proceeds from the Proposed
Placement;

348 Sentral, at its own cost and expense, obtaining the approval of Shell for the

novation and transfer of all the rights, benefits, interest and obligations of 348 Sentral
in the Lease Agreement to MTB; and
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2.7.5

2.7.6

(x) 348 Sentral providing documentary evidence to MTB that 348 Sentral has submitted
to the Department of Survey and Mapping for the Federal Territory Kuala Lumpur or
Director of Survey and Mapping for the Federal Territory Kuala Lumpur and
includes a Deputy Director of Survey and Mapping, the CPSP Application, which
had been submitted on 24 October 2016.

All the conditions precedent as set out above are to be fulfilled within six (6} months from the
date of the SPA or such later period or periods thereafter as 348 Sentral and MTB may agree
to in writing (“Conditional Period™). Provided that if all other conditions precedent other
than the condition precedent set out in Section 2.7.3(viii} of Part B of this Circular are either
fulfilled or waived by then, the period of six (6) months above shall be automatically extended
by a further period of three (3) months after the expiry of the period of six (6} months above.

Non-satisfaction/ waiver

To the extent that failure to satisfy any of the conditions precedent does not contravene any
law or regulations issued by the SC or Bursa Securities, 348 Sentral and MTB may mutually
agree to amend or waive any of the conditions precedent which are to be satisfied by any of
the parties. If any of the conditions precedent are not satisfied or waived on the last day of the
Conditional Period, the provisions as set out in Section 2.7.6(i}(b} of Part B of this Circular
shall apply and the SPA will lapse.

Unconditionality

The SPA will become unconditional on the Unconditional Date. In the event that any
condition precedent remains unfulfilled after all other conditions precedent have been fulfilled
and such condition precedent is waived by the relevant party or by both 348 Sentral and MTB,
the SPA will become unconditional on the day upon which such unfulfilled condition
precedent is wajved,

Termination
(i} Termination on default by Vendor

If there is a default by 348 Sentral to complete the Proposed Disposal in accordance
with the terms and conditions of the SPA or in the event any representation, warranty
or undertaking of 348 Sentral is not true or accurate or is not complied with in any
material respect, MTB shall give to 348 Sentral a 45 days’ notice to rectify the
alleged breach or default as stipulated in the said notice. If 348 Sentral fails to rectify
the alleged breach or default within the said 45 days, MTB is entitled at its sole and
absolute discretion to do either of the following (by notice in writing to 348 Sentral):-

(2) to require specific performance of the SPA; or

(b) to terminate the SPA and 348 Sentral shall within 14 business days of its
receipt of the notice of such written termination if already paid to 348
Sentral refund to MTB, or if to the extent paid by the Purchaser’s Financier,
to the Purchaser’s Financier, the aggregate of the Balance Cash
Consideration and the Redemption Sum after the Completion Date or the
Extended Completion Date, as the case may be (if any) interest free and
upon the terms and conditions of the SPA.
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(ii)

Termination on default by Purchaser

If MTB fails to satisfy the Disposal Consideration or any part thereof or to complete
the Proposed Disposal in accordance with the terms and conditions of the SPA or in
the event any representation, warranty or undertaking of MTB is not true or accurate
or is not complied with in any material respect, by the Completion Date or the
Extended Completion Date, as the case may be, save for non-payment of the
Disposal Consideration or any part thereof, 348 Sentral shall give to MTB 45 days’
notice to rectify the alleged breach or default as stipulated in the said notice. In the
event that MTB fails to rectify the alleged breach or default within the said 45 days,
348 Sentral is entitled at its sole and absolute discretion to do either of the following
(by notice in writing to MTBY:-

(a) to require specific performance of the SPA; or

(b) to terminate the SPA.

In the event the SPA is terminated, MTB shall:-

(1

@

3

4

&)

in the event that the Purchaser’s Financier’s caveat cannot be
withdrawn for any reason whatsoever, procure at MTB’s own cost
and expense, the execution forthwith of a fresh withdrawal of
private eaveat from the Purchaser’s Financier and deliver the same
to 348 Sentral and, if the private caveat is not withdrawn, cause to
be withdrawm such private caveat lodged by the Purchaser’s
Financier or the Purchaser’s Financier’s solicitors on the document
of title (if any);

redeliver legal possession for those parts of the Property which
have been rented under the existing tenancy agreements and vaeant
possession for those parts of the Property which have not been
rented under the existing tenancy agreements in its original state
and condition (fair wear and tear excepted) to 348 Sentral (if legal
and/ or vacant possession has been delivered earlier to MTB);

if not presented/ registered at the Land Registry or if presented but
rejected by the Land Registry, to return all 348 Sentral’s documents
{including but not limited to the completion documents and the
redemption documents if already delivered) and any documents
evidencing 348 Sentral’s rights on the said Property to 348 Sentral
in their original state and condition (fair wear and tear excepted)
and with 348 Sentral’s rights thereto as the registered owner of the
Property remaining intact (if the same or any have been delivered
to the MTB’s solicitors or the Purchaser’s Financier’s solicitors);

execute and deliver to 348 Sentral the original deed(s) of novation
or re-assignment, as the case may be, in respect of the Existing
Tenancies for the novation and transfer of all the rights, benefits,
interest and obligations of 348 Sentral in the Existing Tenancies,
warranties, guarantees, maintenance agreements or the re-
assignment of all the rights, benefits and interest of 348 Sentral to
MTB, as applicable which have been novated or assigned to MTB
upon completion;

in the event any of the licences are issued in the name of MTB,
provide full co-operation to 348 Sentral at MTB’s costs and
expense, to enable 348 Sentral to apply for any licences to be
reissued in the name of 348 Sentral; and
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(ii)

{6) pay the stamp duty in respect of all such novations and re-
assignments,

Non-registration of transfer or discharge of Existing Charge

If the transfer of each parcel through a valid and registrable memorandum of transfer
in respect of each parcel under the Property (“Transfer”) or the discharge of the
Existing Charge cannot be registered for any reason whatsoever other than through
any default of MTB or the Purchaser’s Financier or any of their solicitors, 348
Sentral and MTB/ Purchaser’s Financier shall work together to procure the
registration of the Transfer and the discharge of the Existing Charge. If the matter
giving rise to the non-registration cannot be rectified within six (6) months of a
notice in writing from MTB to 348 Sentral to rectify this, MTB shall have the right to
require 348 Sentral to repurchase the Property from MTB at the price to be mutually
agreed upon by 348 Sentral and MTB (“Repurchase Price™) provided that the
Repurchase Price cannot be lower than the Disposal Consideration or the redemption
amount required to fully settle and discharge of the outstanding Purchaser’s
Financing, whichever is higher. 348 Sentral and MTB further agree that the
Repurchase Price shall not contravene paragraphs 8.19 and 9.04(b) of the REIT
Guidelines, as amended from time to time,

Undertakings of 348 Sentral and MTB

348 Sentral undertakes that it will not, from the date of SPA and prior to completion of the
SPA, without the prior written consent of MTB:-

(a)
(b)

(c)

(d)

permit any additional encumbrances to arise on the Property;

enter into any agreement, arrangement or option to sell, transfer or dispose of the
Property;

commit any material breach or default of any existing tenancy agreements which
entitles the tenants thereunder to terminate such tenancy agreements; and

allow or procure any aet or omission which would constitute or give rise to a breach
of any Vendor’s warranty or any provision of the SPA.

MTB undertakes that it will, from the date of the SPA and prior to the completion of the SPA
comply with all the provisions of the trust deed, the REIT Guidelines and all applicable laws,
regulations, or orders and MTB also undertakes that it shall procure MQ REIT not to, from the
date of the SPA and prior to the completion of the SPA, without the prior written consent of
348 Sentral:-

(a)

(b)

allow or procure any act or omission (in each case save only as may be required to
give effect to the SPA) which would constifute or give rise to a breach of any
warranty set out in the SPA; and

take any action or omit to take any action which will cause the Units to cease to be
listed and quoted on Bursa Securities.

MTB undertakes to 348 Sentral that it will, from the date of the SPA and prior to the
completion of the SPA:-

(a)

to the extent permitted by the applicable laws, MTB shall make disclosures to 348
Sentral of all relevant information which comes to its notice in relation to any fact or
maltter (whether existing on or before the date of the SPA or arising afterwards)
which may constitute a breach on the part of MTB of any warranty, undertaking or
any other provision of the SPA; and
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(b)

respond to, in a timely manner in writing and with sufficient particularity, any
queries by 348 Sentral and any persons authorised by 348 Sentral for the purpose of
satisfying themselves as to the accuracy of the warranties, and to give promptty all
such documents, information, and explanations to auy such persons as aforesaid as
may be requested by 348 Sentral and any persons authorised by 348 Sentral.

2.7.8  Representations, warranties and undertakings

(i)

(ii)

Bv 348 Sentral:-

348 Sentral represents, warrants and undertakes to MTB, amongst others, that as at
the date of the SPA and on completion of the SPA:-

{a) 348 Sentral is the registered owner of the Land and Menara Shell erected
thereon and the beneficial owner of the Property with full rights, benefits
and title to enable disposal of the Property to MTB;

(b) the Property shall be free of all encumbrances (save for the Registered
Lease) upon completion of the SPA;

(e) the total NLA of the Property is approximately 557.053 sf, together with
915 car park lots and 110 motorcycle lots and that 348 Sentral has complied
with all statutory requirements, planning consents bye-laws, orders and
regulations affecting the Property (including the development order);

(d) the Property or any part thereof is not subject to any compulsory acquisition
by the appropriate authorities;

{e) the Existing Tenancics are valid and subsisting and there has been no default
by 348 Sentral under any of the Existing Tenancies;

H 348 Sentral has not received any notice of termination from any of the
existing tenants nor has any event oecurred that has given rise to any cause
or grounds for any existing tenant to lawfully terminate its tenancy or
licence; and

{2) to maintain and subsequently deliver the Property to MTB in the same state
and condition as at the date of the SPA, fair wear and tear excluded.

ByMTB:-

MTB represents, warrants and undertakes to 348 Sentral, amongst others, that as at
the date of the SPA and on completion of the SPA:-

{a) MTB has full power and authority to contract on behalf of MQ REIT;

(b) MQ REIT has been duly constituted, is validly existing and has all requisite
powers and authority to own 1its assets and to conduct the business being
earried on by it;

(e) MQ REIT has complied with all legal requirements relating to the issuance
of Units; and

{d) that MTB will provide information, relevant confirmation and verification
that is within MTB’s knowledge and control that 348 Sentral or its advisers
require for the public announcements of Bursa Securities, submission of any
application to the relevant authorities and for the preparation of the circular
to the shareholders.



2.7.9

Compulsory acquisition

In the event that the Property or any part thereof shall be or become affected by any notice of
acquisition or intended acquisition under the Land Acquisition Act, 1960 or other legislation
in Malaysia before the Completion Date or the Extended Completion Date, 348 Sentral shall
give notice to MTB within 14 business days of the receipt of such notice, if the notice is
received prior to the Unconditional Date and within five (5) business days if the notice is so
received afler the Unconditional Date. Then MTB shall within 14 business days of its receipt
of the notification have the option either to terminate the SPA or to proceed with the purchase
and notify 348 Sentral of its election. In the event 348 Sentral does not receive any written
notification from MTB within the said 14 business days, MTB shall be deemed to have elected
to proceed with the purchase.

2.3 Utilisation of proceeds

The total cash proceeds of RM640,000,000 to be raised from the Proposed Disposal is intended to be
utilised in the following manner:-

Estimated time frame for full

Total

utilised for principal repayment (if any)

to the Proposals

Details of utilisation Note Amount | utilisation
RM(*0600)
Settlement of the Redemption Sum/ ) 430,000 | On the Completion Date or Extended
replenishment of internally generated funds Completion Date, as the case may be

Proposecd Subscription (ii) 152,000 | On the Completion Date or Extended
Completion Date, as the case may be

Repayment of berrowings (iii) 28,430 | Within 3 months ™

Working eapital and contingencies @iv) 26,570 | Within 12 months *

Defrayment of estimated expenses in relation ) 3,000 | Within 6 months *

640,000

Notes:-

W

{ii)

From the date of completion of the Proposed Disposal.

The Redemption Sum will be paid by MTRB to the Existing Chargee simultaneously with the payment of the Balance
Cash Consideration, in the manner as set out in Section 2.3 of Part B of this Circular. As the final Redemption Sum
can only be determined at the point of settlement, the amount of RM430 million represents an infernal estimate
assuming that the Term Loan Facifity is fully settled on 31 December 2016, before taking into consideration a
principal settlement of RM235 million which shall be due and payable on 16 December 2016, In the even! the
Completion Date or the Extended Completion Date, as the case may be, falls on a date afler 16 December 2016, the
principal settlement will be funded using internally generated fimds. In this regard, the proceeds from the Proposed
Disposal which have been earmarked for the settlement of the Redemption Sum will be wutilised to replenish the
internally generated funds of our Company which havc been utilised for the principal settlement.

Any shortfall in the amount utifised for the settlement of the Redemption Suml! replenishmeni of internally generafed
Sunds utilised for principal repayment (if any) prior to the Completion Date or the Extended Completion Date, as the
case may be, will be adjusted from the gross proceeds allocated to working capital and contingencies, whilst any
excess will be adjusted to the gross proceeds which have been earmarked for the repayment of bank borrowings.

Assuming that our Company subscribes for RMI32 million in value of the Flacement Units pursuani to the
Undertaking.

For information purposes, under the conditions precedent to the SPA, our Company is required to remit the
subscription consideration for the Proposed Subscription to MTB, on behalf of MQ REIT, during the Conditional
Period (further details of which are sel out in Section 2.7.3(viii) of Part B of this Circular). In this regard, RM!50
million shall be satisfied via a bridging loan whilst the remaining balance, if any, will be satisfied via internally
gereraled funds. The proceeds to be raised from the Proposed Disposal will subsequently be utilised to replenish our
internally generated funds and/ or repay the bridging loan,




3.1

For information purposes, our Company has undertaken to subscribe for such number of new Units to be issued
tinder the Proposed Placement at an issue price to be determined via bookbuilding with an aggregate value of no less
than RMT M) million but up to RMI32 niltion. In this regard, if the final consideration for the Proposed Subscription
is fess than RM152 million, the excess amoun! will be adjusted to the gross proceeds which have been earmarked for
the repayment of bank borrowings.

(¥ii) As at LPD, the total borrowings of our Group amounted to approximately RM3.20 billion. Based on our Group's
weiglted average interest rate for the borrowings to be repaid and Term Loan Facility to be redeemed of
approximately 5.18% per annum as at LPD, the repayment of borrowings of approximately RM28.43 million,
together with the redemption of the Term Loan Facility are expected to result in gross interest savings of
approximarely RM23.75 million per annum.

(v} Working capital and contingencies will be utilised to finance the day-to-day operations of our Group which include
construction and property development aclivities, salaries and wages, sales and markeling and other administralive
expenses.

(v} The expenses relating to the Proposals comprise, amongst others, advisory fees, regulatory fees, expenses to convene

the EGM, printing, despaich and advertising expenses as well as other miscellaneous expenses (inclusive of GST).

Any excess/ shortfall in the amount utilised for the defrayment of estimated expenses in relation to the Proposals will
be adjusted to/ from the gross proceeds which have been earmarked for working capital and contingencies.

DETAILS OF THE PROPOSED SUBSCRIPTION

Pursuant to the Undertaking, our Company has undertaken to subscribe for such number of new Units
to be issued under the Proposed Placement at an issue price to be detenmined via bookbuilding with an
agpregate value of no less than RM110 million but up to RM152 million, subject to the following
conditions:-

(i) the approval of MQ REIT’s unitholders for the Proposed Placement;
(ii) the approval of our shareholders for the Proposed Subscription;
(iii) the Proposed Placement being implemented in a single tranche and the approval of Bursa

Securities being obtained by MQ REIT for the listing of and quotation for the Placement Units
on the Main Market of Bursa Securifies;

(iv) our Company and/ or any persons acting in concert with our Company in relation to MQ REIT
will not in any event trigger a mandatory take-over offer under the Malaysian Code on Take-
Overs and Mergers 2016 and Rules on Take-Overs, Mergers and Compulsory Acquisitions as
a result of the Proposed Subscription; and

) our Company’s subscription for Placement Units in excess of RM 110 million in value shail be
at our sole discretion.

For the avoidance of doubt, the Undertaking shall automatically lapse and terminate and be of no
further force and effect upon ocourrence of the following:-

@) the completion of the Proposed Placement including the Proposed Subscription;
(i) the completion of the SPA in accordance with its terms; or
(iif) the termination of the SPA for any reason whatsoever (including by reason of non-fulfilment

of any applicable condition precedent).
Basis and justification of arriving at the subscription consideration
The issue price for the Placement Units shall be based on the bookbuilding price. In any event, the

Placement Units will be priced at no more than ten percent (10%) discount to the five (5)-day volume
weighted average market price of the Units immediately preceding the price-fixing date.
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3.5

For the avoidance of doubt, our Company will not influence the manner in which the book builds for
the Proposed Placement or the determination of the issue price of the Placement Units. We, as a price-
taker, shall accept the final price for our Placement Units, being the issue price which shall be
determined once the bookbuilding exercise is closed and shall be duly announced on Bursa Securities.

Mode of settlement

The subscription consideration shall be payable by our Company within five (5) market days from the
price-fixing date of the Proposed Placement.

Source of funding

Assuming that our Company subscribes for up to RM152 million in value of new Units in MQ REIT,
our Company expects the Proposed Subscription to be satisfied in the following manner:-

RM{(000)
Bridging loan 150,000
Internally generated funds 2,000
Total 152,000

The proceeds to be raised from the Proposed Disposal will subsequently be utilised to replenish our
internally generated funds and/ or repay the bridging loan. Furiher details are set out in Note (i) of
Section 2.8 of Part B of this Circular,

In the event the consideration for the Proposed Subscription is RM150 million or less, the Proposed
Subscription will be satistied entirely via a bridging loan.

Liabilities to be assumed by our Company

There is no liability, including any contingent liability and guarantee, to be assumed by our Company
pursuant to the Proposed Subscription.

Estimated financial commitment

Save for (he subscription consideration, your Board does not foresce any financial commitment
required for the Proposed Subscription as at LPD.

INFORMATION ON MQ REIT

MQ REIT was constituted by a deed of trust dated 9 October 2006 entered into between MTB and
MQM as the manager of MQ REIT, which includes the first supplemental deed dated 27 August 2007,
the second supplemental deed dated 28 May 2013 and third supplemental deed dated 2 April 2015. As
at LPD, our Company holds 31.2% equity interest and 41.0% equily inlerest in MQ REIT and MQM
respectively.

The investment objectives of MQ REIT is to acquire and invest primarily in properties used or
predominantly used for commercial purpose primarily in Malaysia with a view to provide unitholders
with long-term and sustainable distribution of income and achieve long-term growth in the NAV per
Unit. As at LPD, the approved fund size is 700,000,000 Units and the issued and fully paid fund size is
661,381,000 Units.

As at LPD, MQ REIT’s portfolio comprises ten (10) commercial buildings located in Kuala Lumpur,
Selangor and Penang,.

Further information on MQ REIT is set out in Appendix B(I) of Part B of this Circular,



6.1

RATIONALE FOR THE PROPOSALS

The Proposed Disposal is consistent with our Group’s broad strategy of increasing our focus in our
core businesses of property development and construction. In addition, the Proposed Disposal would
enable our Group to unlock value and realise our investment in Menara Shell. On a pro forma basis, our
Group is expected to realise a pro forma net gain on disposal of approximately RM138.97 million after
taking into account adjustments due to consolidation as well as after adjusting for, amongst others,
cxpenses and taxes relating to the Proposed Disposal.

In addition, the Proposed Disposal also accords an avenue for our Group to realign our property
investments in a more efficient structure of a REIT and thereby potentially providing more value to our
shareholders. The injection of Menara Shell into MQ REIT is exempted from Real Property Gains Tax.

Furthermore, cash proceeds from the Proposed Disposal will partly be utilised to pare down borrowings
of our Group which will reduce our Group’s gearing level from 1.47 times for the FYE 31 December
2015 to 1.20 times as well as result in estimated gross interest savings of approximately RM23.75
million per annum.

The Proposed Subscription demonstrates the commitment of our Company to support the continued
growth of MQ REIT. The Proposed Subscription will also allow our Company to maintain our majority
stake in the enlarged unitholders’ capital of MQ REIT after the Proposed Placement and continue
benefiting from the future income distributions by MQ REIT as well as to share in the profits of MQ
REIT which in turn is expected to contribute positively to the future eamings of our Group over the
longer term. In the event MQ REIT impleruents the Proposed Placement under its maximum scenario
which entails the issuance of 406,666,667 Placement Units at an illustrative issue price of RM1.05, and
our Contpany subscribes for RM152 million in value of the Placement Units, our Company’s estimated
unitholdings in MQ REIT is expected to be 32.9% of the enlarged unitholders’ capital of MQ REIT.

RISK FACTORS IN RELATION TO THE PROPOSALS

Saved as disclosed below, your Board is not aware of any other risk factor arising from the Proposals
which could materially affect the business, operating results and financial condition of our Company.

Risks inherent to property investment
There are certain risks inherent to property investment, such as, infer-alia, the following;-
6.1.1  The loss of key tenants or a downturn in the business of these tenants

The mvestment properties held by MQ REIT (“Investment Properties”) have tenancy cycles
in which a substantial number of tenancies will expire in certain years. The bankruptcy,
msolvency or a downturn in the business of any key tenant, as well as the decision by any key
tenant not to renew its tenancy could further adversely affect MQ REIT’s financial condition
and results of operations. In addition, the departure of a key tenant could reduce the
attractiveness of the Investment Properties to potential tenants and affect MQ REIT’s ability
to retain existing tenants. Renewed rental rates and other terms of renewal may also be less
favourable than the original terms of tenancy.

Nevertheless, our Company has extensive experience in property investment and via our
participation in MQM, the manager of MQ REIT, we will be able to contribute to the
formulation and implementation of appropriate leasing and marketing strategies for MQ REIT
to minimise such risks which are within our control,



6.2

6.3

6.1.2  The Investment Properties may tace increased eompetition from other properties

The property industry is increasingly competitive as new properties may be developed and the
attractiveness of the Investment Propertics may decrease in future. The income from, and the
market value of, the Investment Properties will be dependent on their ability to compete
against other properties in aitracting and retaining tenants.

In recognition of the need to continuously fulfil changing demands and preferences in the
property industry, our Company via our participation in MQM, will assist MQ REIT in
reviewing its marketing and asset improvement strategies on a regular basis and ensure that
MQ REIT continues to upkeep and upgrade the lnvestment Properties in order to remain
competitive.

6.1.3  The Investment Properties are subject to operating risks

The Investment Properties are subject to a number of operating risks, including, inter-alia,
changes in statutory laws, regulations or government policies which may further increase the
cost of compliance with such laws, regulations or policies, such as increase in payroll
expenses, increase in quit rent, assessments and other statutory charges, increase in costs of
financing for operating or capital requirements, increase in construction, repair and
maintenance costs and increase in insurance premiums. These factors may have an adverse
effect on the value of the Investment Properties and rental income derived therefrom.

Nevertheless, our Company will continue to keep abreast with the ehanges in the general
economic conditions and development policies and, via our participation in MQM, will ensure
that MQ REIT puts in place the necessary strategies in order to control and safeguard against
such risks.

Risks relating to the loss of direet ownership of the Property

Prior to the Proposed Disposal, our Group has direct ownership and full control of the Property. This
allowed our Group to, amongst others, consolidate the eamings from the Property which will
subsequently accrue to our shareholders.

Afier the completion of the Proposed Disposal, our Group will continue to have an indirect interest in
the Property as well as other property assets held by MQ REIT via our unitholdings in MQ REIT.
Thereafter, contribution from the Property to our Group’s earnings would be in the form of income
distributions and share of profits from MQ REIT. The contributions from MQ REIT to our Group’s
earnings would depend on, amongst others, the financial performance of the Property and the
Investment Properties.

There can be no assurance that the above contribution from the holding of the Units would be greater
than the direct contribution from the holding of the Property by our Group had the Proposed Disposal
not occurred, or that such contribution will be sustainable,

Nevertheless, our Company via our participation in MQM, will be able to monitor the performance of
the Property as well as contribute to the development and iinplementation of strategies to enhance the
financial performance of the Property.

Completion risks

The completion of the Proposed Disposal is conditional upon the satisfaction (or waiver as the case
may be) of the conditions precedent of the SPA as set out in Section 2.7.3 of Part B of this Circular.
There can be no assurance that all such conditions precedent will be fulfilled or obtained in a timely
manner or at all. In the event any of these conditions precedent are not fulfilled or waived, the SPA
may be terminated and hence, the Proposed Disposal may not be completed.

Notwithstanding this, 348 Sentral and MTB will undertake all reasonable steps to ensure the

satisfaction and/ or waiver (as the case may be) of the conditions precedent of the SPA to facilitate the
completion of the Proposed Disposal.
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6.4

7.1

Volatility of Unit price

The trading prices of the Units is subject to price fluctuations attributed to, among others, variations in
the results of operations, changes in general economic conditions, changes in accounting principles or
other developnients affecting the enlarged MQ REIT, general stock market fluctuations and other
events or factors. In addition, cyclical movements in domestic and international securities markets,
foreign exchange rates and interest rates may affect the price of, and demand for, the Units. Further,
volatility in the market prices of the Units may be caused by factors beyond the control of our
Company and/ or MQ REIT and may be unrelated and disproportionate to the operating results of MQ
REIT.

However, such risk is mitigated as our Company’s investment in MQ REIT is intended as a long term
investment and our Company is expected to also benefit from the future income distributions by MQ
REIT as well as our share in the profits of MQ REIT.

OVERVIEW AND PROSPECTS
Overview and outlook of the Malaysian economy

In 2016, the Malaysian economy is expected to continue to expand amid a challenging external
environment including slower growth in the advanced economies; prolonged low oil prices; and
volatile international financial markets. As an open economy, Malaysia is not immune to these external
uncertainties. Nevertheless, the economic, financial and fiscal reforms undertaken over the years have
provided sufficient buffers to weather external shocks. The country’s fundamentals remain strong,
including a stable labour market with full employment; manageable inflation; healthy foreign reserves;
and a sound financial system with efficient intermediation to support the economy, Although subdued
prices weigh on commodity exports, the diversified products and markets contimie to support
Malaysia’s trade performance.

Domestic demand is expected to remain resilient and continue to be the key engine of growth. Private
consumption, contributing 53.3% to gross domestic product (“GDP”) is expected to expand steadily on
account of stable growth in employment and income, additional disposable income from the Malaysian
Government measures and accommodative financing conditions. Private investment activity is
expected to remain firm supported by the on-going and commencement of new projects in the services,
manufacturing and construction sectors. In addition, private investment is expected to benefit from
measures implemented to further improve business environment, Public sector spending will continue
to support growth, while remaining committed to fiscal consolidation path.

On the supply side, the services and manufacturing sectors continue to be the main contributors to GDP
growth. Meanwhile, output of domestic-oriented industries such as food products and construction-
related cluster are expected to continue to be strong in line with robust domestic consumption and
implementation of infrastructure projects. The construction sector is expected to grow significantly on
account of acceleration of civil engineering projects and building of residential properties.

The consumer price index is expected to remain manageable ranging between 2% and 2.5% in 2016.

For the year, the economy is expected to remain on a steady growth path, expanding between 4% and
4.5%, with private sector contributing significantly to GDP growth. Gross national income (“GNI”) is
estimated to increase 6.4% to RM1.2 trillion (2015: 5.2%; RMI1.1 trillion) with income per capita
growing 4.8% to RM37 812 (201 5: 3.6%; RM36,078).
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7.3

Prospects for 2017

The Malaysian economy is expected to expand between 4% and 5% in 2017 (2016: 4% - 4.5%) with
nominal GNI per capita increasing 5% to RM39,699 (2016: 4.8%; RM37,812). Economic growth will
be underpinned by strong domestic demand, especially private sector expenditure. Private sector
activity will be supported by pro-growth fiscal and accommodative monetary policies in an
environment of stable inflation, which is projected to range between 2% and 3% (2016: 2% - 2.5%).
Meanwhile, public sector expenditure will be driven mainly by higher capital investment by public
corporations.

(Source: Economic Report 2016/2017, Ministry of Finance - Chapter 3: Economic Performance and Prospects)
Overview and outlook of the commercial property sector

The Purpose-Built Office (“PBO”) segment improved during the first half of 2016 with the incoming
supply rebounding 28.4% to 2 million square metres (“sm”™), while planned supply increased sharply
by 56% to 1 million sm (January — June 2015: -15.9%; 1.6 million sm; 36.6%; 0.7 million sm).

The shop segment recorded 6,513 transactions worth RM4.7 billion during the first half of 2016,
constituting 56% of total commercial property transactions (January — June 2015: 10,045 transactions;
RM?7.9 billion). Johor contributed the highest market volume of 17.5% followed by Selangor (16.1%).
The shop overhang increased 22.6% to 5,024 units valued at RM2.5 billion during the period following
a more cautious sentiment among businesses (January — June 2015: -14.8%; 4,097 units; RM1.7
billion). However, demand for commercial buildings remained favourable with the average occupancy
rate of retail space at 82.2% and office at 83.5%, reflecting sustained demand for commercial space in
prime areas. As at end-June 2016, the existing stock of shopping complexes stood at 14.2 million sm
{end-June 2015: 13.4 million sm). The PBO Rent Index Wilayah Persekutuan Kuala Lumpur increased
4% to 128.7 points in the second quarter of 2016 (Second quarter 2015: 3.5%; 123.7 points}. Kuala
Lumpur City Center recorded the highest rental increase of 4.2% to RM4.73 per sf, surpassing the
average rate of RM4.62 per sf in Wilayah Persekutuan Kuala Tumpur.

Prospects for 2017

The non-residential subsector is expected to benefit from the mixed commercial development mainly in
Klang Valley, Johor and Pahang.

(Source: Economic Report 2016/2017, Ministry of Finance - Chapter 3: Economic Performance and Prospects)
Prospects of MQ REIT

The investment objective of MQ REIT is to acquire and invest in commercial properties primarily in
Malaysia with a view to provide long-term growth and sustainable distribution of income to unitholders
to achieve long-term growth in the NAV per unit.

Downward pressure on the Kuala Lumpur office market occupancy rate is expected to persist in view
of the challenging economic environment in 2016 and the impending future supply of office space. The
managenient expects the performance of MQ REIT’s portfolio (o remain stable. MQM, as the manager
of MQ REIT, will continue to focus on its tenant retention strategy and to explore acquisition
opportunities to grow the fund.

Based on the lease expiry profile of the Investment Propertics, 7% of the total NLA is due for renewal
in 2016. As at the third (3"‘) quarter of 2016, 64% of these leases have been renewed while 8% have
not been renewed. There is a balance of 28% of leases due in the fourth (4™) quarter of 2016, wherein
most of the renewal negotiations are in advanced stages. Early negotiations have commenced for
certain leases due in 2017.

(Source: Quarterly report of MG REIT for the FPE 30 September 2016)



EFEECTS OF THE PROPOSALS
Share capital and substantial shareholders’ sharelholdings

The Proposals will not have any effect on the issued and paid-up share capital and substantial
shareholders’ shareholdings of our Company as it does not involve the issuance of new MRCB Shares.

NA per share and gearing
Based on the audited consolidated statement of financial position of our Company as at 31 December

2015 and the assumption that the Proposals had been effected on that date, the pro forma effects of the
Proposals on the NA and gearing of our Group are as follows:-

Audited as at

31 December 2015 After the Proposals

RM(’000) RM{(’000)

Share capital 1,786,591 1,786,591
Share premium 327,950 327,950
Relained earnings 83,153 223,566
Other reserves 62,453 62,453
Shareholder’s equity/ NA 2,260,147 2,400,560
Non-controlling interests 52,624 52,624
Total equity 2,312,771 2,453,184
No. of ordinary shares in issue ("000) 1,786,591 1,786,591
NA per ordinary share (RM} 1.27 1.34
Bommowings 3,395,332 2,937,940 ¥
Gearing (times) 1.47 1.20
Net gearing (times) ! 1.24 0.98

Notes:-

“ Includes the pro forma net gain on disposal of approximately RMI38.97 million after adjusting for, amongst others,

expenses such as advisory fees and taxes in relation to the Proposed Disposal. In arriving af the pro forma net gain
on disposal, consolidotion adjustments kave been made based on our unitholdings in MQ REIT io eliminate the gain
attributable to our Company arising from the Proposed Disposal,

In addition, the pro forma retained earnings also takes into accoun!, amongs! others, incidental expenses and costs in
relation o the Proposals amounting to approximately RM2.90 million, which includes regulatory fees, expenses to
convene the EGM, printing, despaich, advertising expenses and other miscellaneous expenses (inclusive of GST) as
well as the full amortisation of issuance cosis of the Term Loan Facility,

@ Derived based on total interest-bearing borrowings over total equity.

& Derived based on total interest-bearing borrowings (less deposits, cash and bank balances) over total equity.

“ After the redemption of the Term Loan Facility which is estimated at approximately RM43Q million and the
repayment of borrowings of our Group amounting to RM28.43 million, as set out in Section 2.8 of Part B of this
Circular, and including the fidl amortisation of issuance costs of the Term Loan Facilily of approximately RMT.04
million.

The rest of this page has becn intentionally left blank
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8.3

Earnings and EPS

For illustration purposes, based on the assumption that the Proposals had been effected on 1 January
2015 (being the beginning of the FYE 31 December 2015), our pro forma EPS for the FYE 31
December 2015 would be as follows:-

RM( 0600}

Audited PATANCI for the FYE 3] December 2015 330,392
Add:  Pro forma net gain on disposal ") 135,786
Fair value gain on equity interest in MQ REIT @ 4,343
Additional share of results in MQ REIT for the FYE 31 December 2015 @ 512

Less:  Other estimated expenses and costs to be incurred in relation to the Proposals (2.89%)
Loss of profits contributed by Mcnara Shell for the FYE 31 December 2015 (3,623)

Pro forma PATANCI as at 31 December 2015 464,511
Weighted average ordinary shares in issue (*000) 1,785,714
Pro forma EPS (sen) 26.01

Notes:-

i In view that the pro forma EFS is illustrated on the assumption that the Proposals had been effected on 1 January
2015, the pro forma ret gain on dispoesal of approximately RM1335.79 miilion has been computed based on the net
book value of the Property as at 31 December 2014 after adjusting for, amongst others, expenses such as advisory
fees and taxes in relation to the Proposed Disposal. In arriving al the pro forma net gain on disposal, consolidation
adjustments have been made based on our unitholdings in MQ REIT io eliminate the gain attributable to our
Company arising from the Proposed Disposal,
The computation of the pro forma net gain on disposal above is solely for illustrative purposes and there is a
discrepancy with the pro forma net gain on disposal that is disclosed in other sections of Fart B of this Circular
amounting to approximately RM138.97 million, which has been computed based on the net book value of the Property
as at 31 December 20135,

@

@}

Based on the requirements of the Financial Reporting Standards 128 "Invesiment in Associates”, when there is an
acquisition in the equily interest in an associate company, the goodwill associated with the acquisition has to be
assessed by comparing the fair value of the purchase consideration aguinst the fair value of the additional NA
acquired. In accordance with the abovementioned requirements, based on the closing price of the Unils on 31
December 2015 of RMI1.08 per Unit and assuming our Company had subscribed for RM152 mitlion in value of the
Placement Units under the Proposed Subscription at the illustrative issue price of RM1.05 per Unit, the Proposed
Subscription will result in « fair value gain of approximately RM4.34 million which will be recognised as a profit in
the statement of comprehensive income.

For information purposes, on 30 March 2015, MRCB Sentral Properties Sdn Bhd, a wholly-owned subsidiary of our
Company, had completed the disposal of all that piece of freehold land known as Lot 73 Section 0070, Town and
District of Kuala Lumpur, Federal Territory of Kuala Lumpur held under Geran 46222, together with a commercial
development comprising five (3) blocks of four (4) to seven (7) storey commercial buildings consisting of office-cum
retail space, @ multi-purpose hall together with two (2) levels of car parks known as “Platinum Sentral” including all
the plant and equipment, fixtures and fittings attached to them (excluding the fixtures and fittings belonging to
existing lenants and third parties including those with whom the existing tenanis have entered into a hire purchase
and/ or leasing arrangement in respect of such filtings and fixtures), and the benefits and obligations in respect of
existing tenancies (collectively referred to as "Platinum Sentral”}) 1o MTB at a total disposal consideration of
RM740 million, of which RM476 million had been satisfied via cash and RM264 miflion had been satisfied via the
issuance of 206.25 million Units (“Consideration Units”) at an issue price of RM1.28 per Unif {“Dispasal of
Platinum Sentral”).

Upon completion of the Disposal of Platinum Sentral, we recognised a gain on disposal before taxation of
approximately RM220.5 million in our financial statements based on the fair value of the Consideration Units of
RM1.22 per Unit, represeniing the closing price of the Units on 30 March 20135.

As a result of the Disposal of Platinum Sentral, MO REIT became a 31.2% associate of our Company with effect from

30 March 2015, In this regard, we have recognised a share of profits in MQ REIT for a nine (9)-month period from
30 March 2015 io 31 December 2015 in our audited financial siatements for the FYE 31 December 20135,
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For ease of illustrating the additional share of results in MQ REIT arising from the Propesed Subscription, we have
made the foliowing assumptions:-

(i) our Company will subscribe for RMI152 million in value of the Placement Units under the Proposed
Subscription at an illustrative issue price of RM1.05 per Unit;

(i) our unitholdings in MQ REIT after the Proposed Subscription will increase from 31.2% as ai LPD to
32.9%; and

(iif) the Proposed Subscription Irad also been effected on 30 March 2015.

g Conprises incidental expenses relating to the Proposals such as regulatory fees, expenses to convene the EGM,

printing, desparch, advertising expenses and other miscellaneous expenses (inclusive of GST) as well as the full
amorlisation of issuance cosis of the Term Loan Facility.

Based on the illustration above, our EPS for FYE 31 December 2015 would increase from 18.50 sen to
26.01 sen.

Although our Company will no longer be able to consolidate the earnings from the Property after the
completion of the Proposed Disposal, our Group shall continue to benefit via our unitholdings in MQ
REIT (including the new Units in MQ REIT which our Company will be subscribing for pursuant to
the Proposed Subscription) in the form of income distributions and share of profits from MQ REIT.
Additionally, the proceeds from the Proposed Disposal are expected to contribute positively to the
earnings of our Group for future financial years, when the benefits from the utilisation of proceeds are
realised, including the estimated gross interest savings of approximately RM?23.75 million per annum
from the repayment of borrowings of approximately RM28.43 million and the redemption of the Term
Loan Facility, based on our Group’s weighted average interest rate for the said borrowings of
approximately 5.18% per annum as at LPD.

For information purposes, for the FYE 31 December 2015, Menara Shell had contributed net profits
after taxation of approximately RM3.62 million to our Group. Nevertheless, the Proposed Disposal is
only expected to be completed by the end of December 2016 and hence the loss of direct eamings

contribution from Menara Shell is not expected to have a material effect on the eamings of our Group
for the FYE 31 December 2016.

APPROVALS REQUIRED FOR THE PROPOSALS

The Proposals are subject to and conditional upon approvals/ consents being obtained from the
following:-

(i) our sharcholders at an EGM to be convened;
(ii) the unitholders of MQ REIT at a unitholders’ meeting to be convened by MQ REIT;

(iii) the SC, which was granted to MTB (on behalf of MQ REIT) via its letter dated 27 September
2016 for, inter alia, the following:-

a) the valuation of Menara Shell;

b) the Proposed Placement and the placement of the Placement Units to our Company
and to EPF;

c) the issuance of the Placement Units and new Units for payment of manager’s fees to

MQM (“Proposed Authority™) (collectively referred to as the “New Units”);
d) listing of and quotation for the New Units on the Main Market of Bursa Securities;

e) the proposed increase in the approved fund size of MQ REIT pursuant to the issuance
of the New Units; and

f) waiver from complying with paragraphs 14.04{a)(i) and (ii) of the REIT Guidelines
in relation to the Proposed Placement,
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10.

(iv})

™)

(vi)

(vii)

subject to the following conditions:-

Conditions Status of compliance

In relation to the Proposed Placement:-

1) Maybank Investment Bank Berhad, CIMB Investment Bank, Hong To be complied.
Leong Investment Bank Berhad and MQM to inform SC of the actual
number of new Units issued, the date of the issuance of the new Units
and the date of the listing of and quotation for such new Units on the
Main Market of Bursa Seeurities; and

2) The issuance and the listing of the new Units on the Main Market of To be complied.
Bursa Securities must be completed within six (6) months from the
date of SC’s decision letter. SC’s approval is deemed lapse if MQM
fails to do so within the stipulated timeframe.

In relation to the Proposed Authority, MQM to inform SC of the actual To be complied.
number of new Units issued, the date of the issuance of the new Units and
the date of the listing of and quotation for such new Units on the Main
Market of Bursa Securities.

Bursa Securities, to be obtained by MTB (on behalf of MQ REIT) for the listing of and
quotation for the New Units on the Main Market of Bursa Securities;

the security agent of the Term Loan Facility, being CIMB Investment Bank, in relation to the
disposal of the Property, which was obtained on 13 September 2016;

Shell for the novation and transfer of all the rights, benefits, interests and obligations of 348
Sentral in the Lease Agreement to MTB; and

any other relevant regulatory authority and/ or party, if required.

The Proposed Disposal and the Proposed Subscription are inter-conditional with each other.

The Proposals are not conditional upon any other corporate proposal undertaken or to be undertaken by
our Company.

CORPORATE EXERCISES ANNOUNCED BUT PENDING COMPLETION

Save for the Proposals and the corporate exercises disclosed below, there is no other corporate exercise
which has been announced on Bursa Securities and is pending completion as at LPD:-

@

Subscription of new ordinary shares of RM1.00 each representing a 70% equity interest in
Kwasa Sentral Sdn Bhd (formerly known as Kwasa Development (2) Sdn Bhd) (“KSSB™)

On 30 June 2014, our Company had announced the receipt of a letter of award from Kwasa
Land Sdn Bhd (“KLSB”) for the development of 64.07 acres of land identified to be the town
centre of the proposed Kwasa Damansara Township (“Project MX-17).

Subsequently, our Company had, on 14 August 2014, entered into a shareholders’ agreement
(“Shareholders’ Agreement”) with KLSB and KSSB in relation to, inter alia, the proposed
subscription of new ordinary shares of RM1.00 each representing a 70% equity interest in
KSSB, a special purpose vehicle incorporated to undertake Project MX-1, for a subscription
payment of approximately RM816.6 million,

The proposal was approved by our Company’s shareholders at the EGM held on 12 February
2015,
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(ii)

(iif)

On 8 August 2016, our Company had announced that it had entered into a supplemental
shareholders’ agreement with KI.SB and KSSB to vary certain terms of the Shareholders’
Agreement,

The proposal is expected to be completed by the second (2"} quarter of 2017.

Management contract between Kwasa Utama Sdn Bhd (formerly known as Kwasa
Development (1) Sdn Bhd) (“KUSB”) and our Company for the appointment of our Company
as the Management Contractor in connection with the development and construction of a
commercial development named Kwasa Utama on a piece of land owned by KUSB measuring
29.82 acres known as plot C8 (part of Lot 85112) Kwasa Damansara, Mukin Sungai Buloh,
Daerah Petaling, Seksyen U4, 40160 Shah Alam, Selangor Darnil Ehsan for a provisional total
contract sum of RM3,145,493,294 (“C8 Construction™)

On 28 October 2015, our Company had announced that it had entered into a management
confract with KUSB whereby KUSB had appomted our Company as the Management
Contractor for the C8 Construction.

The C8 Construction was approved by our Company’s sharcholders at the EGM held on 21
December 2015 and the Management Contract had become unconditional on the same date.

The C8 Construction is expected o be completed by (a) 31 December 2024, or (b) the date of
completion of all the contracts between KUSB and our Company (for which the first notice to
proceed by KUSB were issued on or before 31 December 2024), whichever is later.

Privatisation agreement entered into between Rukun Juang Sdn Bhd (“RJSB”), the
Government of Malaysia, as represented by the Ministry of Youth and Sports
{(“Government”) and Syarikat Tanah dan Harta Sdn Bhd (“Hartanah™) (“Privatisation
Agreement™)

On 28 October 2015, our Company had announced that RISB, a §5%-owned subsidiary of
MRCB ILand Sdn Bhd, had entered into the Privatisation Agreement relating to the
refurbishment and upgrading of facilities located at the National Sports Complex in Bukit
Jalil, Kuala Lumpur for a total contract sum of RM1,631,880,000.00.

On 8 Janvary 2016, our Company had announced that the Government had, vide its letter to
RJISB dated 28 December 2015, agreed to RJISB’s request for an extension of time of one (1)
month from 28 December 2015 until 28 January 2016 to fulfil the conditions precedent as set
out in the Privatisation Agreement.

Subsequently on 26 Janvary 2016, our Company had announced that the Government had,
vide its letter to RISB dated 22 January 2016, agreed to RISB’s request for a further extension
of time until 10 February 2016 to fulfil the conditions precedent as set out in the Privatisation
Agreement.

Om 2 February 2016, our Company had announced that RISB had on 29 January 2016 entered
into a supplemental agreement to the Privatisation Agreement with the Government and
Hartanah to vary certain clauses in the Privatisation Agreement as well as modify certain
deliverables in relation to the fulfillment of conditions precedent and construction works
programme as set out in the Privatisation Agreement.

The Privatisation Agreement had become unconditional on 4 February 2016 and is expected to
be completed by the end of 2020.
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(iv}

v)

(vi}

Private placement of up to 493,610,683 new MRCB Shares (“Placement Shares”),
representing up to 20% of the issued and paid up share capital of MRCB

On 16 November 2015, our Company had announced that it is proposing to undertake a
private placement of up to 493,610,683 new MRCB Shares, representing up to 20% of the
issued and paid up share capital of our Company (“Private Placement”).

The first tranche of the Private Placement comprising 100,000,000 Placement Shares had been
completed on 25 April 2016, following the listing of and quotation for 100,000,000 Placement
Shares on the Main Market of Bursa Securities,

On 18 May 2016, our Company had announced that Bursa Securities had vide its letter dated
17 May 2016, which was received on 18 May 2016, approved an extension of time until 1
December 2016 for our Company to complete the implementation of the Private Placement.

The second tranche of the Private Placement comprising 193,625,000 Placement Shares had
been completed on 22 August 2016, following the listing of and quotation for 193,625,000
Placement Shares on the Main Market of Bursa Securities.

The remaining Placement Shares will be issved in subsequent tranches.

Project delivery partner (“PDP”) agreement between MRCB Builders Sdn Bhd, a wholly-
owned subsidiary of our Company (“MRCB Builders”) and KI.SB (“PDP Agreement”)

On 26 May 2016, our Company had announced that MRCB Builders had entered into the PDP
Agreement with KLSB whereby KI1.SB has appointed MRCB Builders as a PDP in conneetion
with the construction and completion of common infrastructure for the Majlis Bandaraya
Petaling Jaya area at the proposed Kwasa Damansara Township (“Project”™) located on a piece
of land (formerly known as Rubber Research Institute Malaysia land) in Sungai Buloh
ineasuring approximately 2,330.42 acres, for a provisional fee of approximately RM112.28
million (excluding GST and reimbursables) (“Proposed PDP Contract™),

The Proposed PDP Contract is expected to becone unconditional in early December 2016,
whilst the Project is expected to complete by the end of year 2023.

Proposed establishment of a long-term incentive plan of up to 10% of the issued and paid-up
share capital of MRCB

On 25 August 2016, our Company had announced that it is proposing to undertake a long-term
incentive plan of up to 10% of the issued and paid-up share capital of MRCB (excluding
treasury shares), for the eligible employees of the MRCB Group (excluding subsidiaries which
are dormant) and eligible executive directors of MRCB (“Proposed LTIP™),

The Proposed LTIP is expected to be implemented by the second (2"%) quarter of 2017.

11. TENTATIVE TIMELINE FOR THE PROPOSALS

Barring any unforeseen circumstances and subject to the approvals (as set out in Section 9 of Part B of
this Cireular) being obtained, the tentative timeline in relation to the Proposals is as follows:-

Month Events |
End November 2016 EGM to approve the Proposals
End December 2016 *  Unconditional Date

= Completion of the Proposals
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12,

INTERESTS OF DIRECTORS, MAJOR SHAREHOLDERS AND/ OR PERSONS
CONNECTED WITH THEM

Save as disclosed below, none of the directors and/ or major sharcholders of our Company or any
persons connected to them have any interest, whether direct and/ or indirect, in the Proposals.

EPF, a major shareholder of our Company, had vide its letter dated 17 June 2016 expressed its interest
to participate in the Proposed Placement for up to 7.0% of the enlarged Units in circulation as well as to
submit its bid in the bookbuilding exercise for the Proposed Placement, provided that EPF’s
subscription of the Placement Units will not in any way trigger a mandatory take-over offer. In view
that EPF will participate in the Proposed Placement, EPF is deemed interested in the Proposed
Subscription (“Interested Major Shareholder”). As the Proposed Disposal and the Proposed
Subscription are inter-conditional, EPF is deemed interested in the Proposals and will abstain from
voting in respect of its direct and/ or indirect interest in our Company on the ordinary resolutions
pertaining to the Proposals to be tabled at the forthcoming EGM. EPF has undertaken that it shall
ensure that all persons connected with it will abstain from voting in respect of their direct and/ or
indirect shareholdings in our Company, if any, on the ordinary resolutions pertaining to the Proposals
to be tabled at the forthcoming EGM.

Datuk Shahril Ridza Ridzuan is a Non-Independent Non-Executive Director of our Company and the
Chief Executive Officer of EPF. In addition, Tan Sri Azlan Zainol, the Non-Independent Non-
Executive Chairman of our Company and Rohaya Mchammad Yusof, a Non-lndependent Non-
Executive Director of our Company, are the representative and Head of Department {Capital Market
Department) of EPF respectively. As such, Datuk Shahril Ridza Ridzuan, Tan Sri Azlan Zainol and
Rohaya Mohammad Yusof are deemed interested in the Proposals (collectively referred to as the
“Interested Directors”). Accordingly, the Interested Directors have abstained and will continue to
abstain from all Board deliberations and voting in respect of the Proposals. The Interested Directors
will also abstain from voting in respect of their direct and/ or indirect interest in our Company on the
ordinary resolutions pertaining to the Proposals to be tabled at the forthcoming EGM. The Interested
Directors have undertaken that they shall ensure that all persons connected with them will abstain from
voting in respect of their direct and/ or indirect shareholdings in our Company, if any, on the ordinary
resolutions pertaining to the said Proposals to be tabled at the forthcoming EGM.

The direct and/ or mdirect interests of the Interested Major Shareholder and Interested Directors in our
Company as at LPD are set out below:-

< Direct > | < Indirect > |
No. of No. of
MRCB Shares % MRCB Shares %
Interested Major Shareholder
EPF 722,457,897 34.73 - -
Interested Directors
Tan Sri Azlan Zainol 120,000 * 30,000 ¢V :
Datuk Shahril Ridza Ridzuan 500,000 0.02 - -
Rohaya Mohammad Yusof - - - -
Notes:-
* Negligible.

o Deemed interested by virtue of his interest in Edenview Projects Sdn Bhd pursuani to Section 64 of the Act.
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13.

14.

15.

16.

17.

DIRECTORS’ STATEMENT AND RECOMMENDATION

Your Board (save for the Interested Directors), after having considered all aspects of the Proposals and
after careful deliberation, is of the opinion that the Proposals are in the best interests of our Company.
Accordingly, your Board (save for the Interested Directors) recommends that you vote in favour of the
ordinary resolutions pertaining to the Proposals to be tabled at the forthcoming EGM.

The view of your Board (save for the Interested Directors) was arrived at after having considered,
inter-alia, the terms and conditions of the SPA, the rationale for the Proposals, the pro forma effects of
the Proposals on our Group as well as the prospects of MQ REIT.

ADVISERS

RHB Investment Bank was appointed as the Principal Adviser to our Company for the Proposals on 15
June 2016.

Astramina Advisory was appointed as the Financial Advisor to our Company for the Proposals on 16
November 2015.

CBRE | WTW was appointed as the Independent Property Valuer for Menara Shell by 348 Sentral and
MTB on | September 2015.

ESTIMATED TIMEFRAME FOR COMPLETION

Barring any unforeseen circumstances and subject to the approvals of the relevant authorities as
described in Section 9 of Part B of this Circular being obtained, the Proposals are expected to be
completed by the end of year 2016.

EGM

The EGM, the notice of whieh is enclosed in this Circular, will be held at Mahkota Ballroom II, BR
Level, Hotel Istana Kuala Lumpur City Centre, 73, Jalan Raja Chulan, 50200 Kuala Lumpur on
Wednesday, 30 November 2016 at 10.00 a.m. or at any adjournment thereof, for the purpose of
considering and, if thought fit, passing the ordinary resolutions to give effect to the Proposals.

If you are unable to attend and vote in person at the EGM, please complete, sign and send the enclosed
Form of Proxy in accordance with the instructions therein as soon as possible and in any event so as to
arrive at our share registrar’s office at Symphony Share Registrars Sdn Bhd, Level 6, Symphony
House, Pusat Dagangan Dana 1, Jalan PJU 1A/M6, 47301 Petaling Jaya, Selangor Darul Ehsan,
Malaysia, not less than 48 hours before the time stipulated for holding the EGM or at any adjournment
thereof, The lodging of the Form of Proxy does not preclude you from attending and voting in person
at the EGM, should you subsequently wish to do so.

FURTHER INFORMATION

You are advised to refer to the attached appendices for further infermation.

Yours faithfully
For and on behalf of the Board
MALAYSIAN RESQOURCES CORPORATION BERHAD

TAN SRI MOHAMAD SALIM FATEH DIN
Group Managing Director
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APPENDIX B(I)

INFORMATION ON MQ REIT

1.

Background information

MQ REIT was constituted by a deed of trust dated 9 October 2006 entered into between MTB and
MQM as the manager of MQ REIT, which includes the first supplemental deed dated 27 August 2007,
the second supplemental deed dated 28 May 2013 and third supplemental deed dated 2 April 2015, As
at LPD, cur Company holds 31.2% equity interest and 41.0% equity interest in MQ REIT and MOQM
respectively.

The investment objectives of MQ REIT is to acquire and invest primarily in properties used or
predominantly used for commercial purpose primarily m Malaysia with a view to provide unitholders
with long-term and sustainable distribution of income and achieve long-term growth in the NAV per
Unit. The principal activities of the subsidiaries of MQ REIT (special purpose entities) are to facilitate
financing for MQ REIT.

As at LPD, MQ REIT’s portfolio comprises ten (10) commercial buildings located in Kuala Lumpur,
Selangor and Penang.

Fund size

As at LPD, the approved fund size is 700,000,000 Units and the issued and fully paid fund size is
661,381,000 Units.

Details of the special purpose entities of MQ REIT

As at LPD, the special purpose entities of MQ REIT (wholly-owned by MTB acting solely in the
capacity as trustee for and on behalf of MQ REIT) are as follows:-

Date/ Place of | 1ssued and paid- Effective
Name of company incorporation up share capital equity interest | Principal activities
(RM) (o)
Murud Capital Sdn Bhd 3 August 2006/ 2 100 Facilitating
Malaysia financing for M(Q
REIT
Trusmadi Capital Sdn Bhd 3 April 2008/ 2 100 Facilitating
Malaysia financing for MQ
REIT
Samwise Capital Sdn Bhd 22 May 2009/ 2 100 Facilitating
Malaysia financing for MQ
REIT
Kinabalu Capital Sdn Bhd 27 April 2011/ 2 100 Facilitating
Malaysia financing for MQ
REIT
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APPENDIX B(J)

INFORMATION ON MQ REIT (Cont’d)

4. Substantial unitholders’ unitholdings

As at LPD, the substantial unitholders of MQ REIT and their respective unitholdings in MQ REIT are

as follows:-
Country of < Direct: > | < Indirect-------->
incorporation/ | No. of Units No. of Units

Name Nationality (’000) Yo 000) %
MRCB Malaysia 206,250 31.2 - -
CapitaCommereial Tiust (“CCT™) Singapore 117,040 17.7 - -
Quill Land Sdn Bhd Malaysia 48,767 7.4 - -
Quill Properties Sdn Bhd Malaysia 45,997 6.9 - -
Quill Estates Sdn Bhd Malaysia 22,276 34 - -
Dato’ Michael Ong Leng Chun Malaysia 55 *| 117,040 17.7
Dato’ Dr Low Moi Ing, 1P, Malaysia 50 * 117,040 ® 17.7
Capitaland Limited Singapore - - 117,040 @ 17.7
EPF Malaysia - -l 209246@ 316
Gapurna Sdn Bhd Malaysia - -1 206,250® 312
Tan Sri Mohamad Salim Fateh Din Malaysia - -1 2062509 312

Notes:-

* Negligible, less than 0.1%,

18 Deemed interested by virtue of his/ her interests in Quill Land Sdn Bhd, Quill Properties Sdn Bhd and Quill Estates

Sdn Bhd pursuant to Section 64 of the Act.
@ Deemed interested by virtue af its interest in CCT pursuant to Section 64 of the Act.
& Deemed interested by virtue of its interesi in MRCB and units held by a discretionary find on behaif of EPF pursuant
to Section 64 of the Acl.

& Deemed interested by virtue of its interest in MRCB pursuant to Section 64 of the Act.

5 Deemed interested by viriue of his interest in Gapurna Sdn Bhd.

The rest of this page has been intentionally Jeft blank
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APPENDIX B(T)

INFORMATION ON MQ REIT (Cont'd)

5.

Summary of financial information and commentary

The audited consolidated financial information of M(Q REIT for the past three (3) FYE from 31
December 2013 to 31 December 2015 and the latest unaudited financial information for the nine (9)-
month FPE 30 September 2016 are set out below:-

Revenue Y
Income before tax
Net income

- Realised

- Unrealised

No. of Units which have
been paid-up (C000)

NAV/ Unitholders’ funds

NAYV per Unit (RM}) *

Total borrowings
Gearing ratio (%)

Eamings per Unit
(“EPU”) (sen) *

EPU (realised) (sen)*
Current ratio {times)

< Audited > Unaudited FPE
FYE 31 FYE 31 FYE 31 30 September
December 2013 December 2014 December 2015 2016
RM(000) RM(*000) RM(*000) RM(°000)
68,937 70,249 115,174 97,719

36,644 40,283 60,698 45,852

36,644 40,283 60,698 45,852

34,537 34,163 54,021 45852

2,108 6,120 6,677 -

390,131 390,131 661,381 661,381
533,460 541251 903,855 886,614

1.37 1.39 1.37 1.34

304,887 305,113 689,721 689,366

354 35,1 42.4 428

9.39 10.33 10.18 6.93

8.85 8.76 9.06 6.93

1.97 2.03 0.25 0.19

Notes:-

(i}

fenanis.
Commentaries:-

FYE 31 December 2013

Before the proposed final income distribution for the year.

After deducting manager's fees payable to MOM.

Revenue comprises rental, service charges and car park income from propertics and utilities cosis recoverable fiom

The revenue for FYE 31 December 2013 decreased marginally by approximately RMO0.55 inillion or
approximately 0.80% as compared to the revenue for FYE 31 December 2012 due to higher vacancies
and lower recoverability from some properties, mitigated by rental rate increases of some properties.
The realised income of approximately RM34.54 million is marginally higher by approximately 0.22%
mainly due to higher interest income, lower finance cost and lower administrative expenses. The overall
decrease in net income is mainly attributable to a decrease in net vunrealised income due to lower fair
value adjustments on investment properties.
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APPENDIX B(I)

INFORMATION ON MQ REIT (Cont’d)

FYE 31 December 2014

The revenue for FYE 31 December 2014 increased marginally by approximately RM1.31 million or
approximately 1.90% as compared to the revenue for FYE 31 December 2013 due to rental rate
increases of some properties and higher recoveries. The income before tax and net income for FYE 31
December 2014 increased by approximately RM3.64 million or approximately 9.93% due to higher net
property income, higher net fair value gain on investment properties and lower tax agent fee. MQ REIT
recorded a total realised income of approximately RM34.16 million for FYE 31 December 2014, a
marginal decline of approximately 1.08% from the total realised income of approximately RM34.54
million in FYE 31 December 2013. MQ REIT was able to maintain its performance for the year mainly
through its active asset management strategies which resulted in higher revenue year-on-year and
sustainable income distribution.

EYE 31 December 2015

The revenue for FYE 31 December 2015 increased significantly by approximately RM44 .93 million or
approximately 63.95% as compared to the revenue for FYE 31 December 2014 mainly due to additional
revenue arising from the acquisition of a commercial property known as “Platinnm Sentral”, higher
revenue from Plaza Mont Kiara and rental rate increases in other properties. Hence, the income before
tax and net income for FYE 31 December 2015 had also increased correspondingly. MQ REIT recorded
a total realised income of approximately RM54.02 million for FYE 31 December 2015, an increase of
approximately 58.13% from the total realised income of approximately RM34.16 million for FYE 31
December 2014, The improved performance was mainly the result of managing M(Q REIT’s operational
cost effectively throughout the year as well as the new income contribution from Platinum Sentral after
the completion of the acquisition exercise. The increase in the number of paid-up Units during the year
was also due to the acquisition of Platinum Sentral which was financed via a placemnent of 65 million
new Units as well as the issnance of 206.25 million new Units as part payment for the purchase
consideration. The large increase in NAV is mainly due to the issuance of new Units as above coupled
with the significant improvement in MQ REIT’s net income during the year.

FPE 30 September 2016

The revenue for FPE 30 September 2016 increased by approximately RMI15.12 million or
approximately 18.3% as compared to the revenue for FPE 30 September 2015 mainly due to additional
revenue arising from the acquisition of Platimim Sentral and rental rate increases of some properties.
Property operating expenses were higher by 10.1% mainly due to the acquisition of Platimun Sentral,
QOverall, the net property income increased by 20.8% to RM76.7 million. Finance costs were higher by
19.4% due to additional borrowings drawn down to finance the acquisition of Platinum Sentral. The
realised income of RM45.85 million was higher by 21.8% mainly due to higher net property income and
higher interest income, net of higher finance costs, manager’s fee and trustee’s fee.

(Source: Management of M@ REIT, Annual Reports of MQ REIT for the FYE 31 December 2013 to FYE 31
December 2015 and quarterly reports on the consolidated results of MQ REIT for the FPE 31 December 2013 1o
FPE 31 December 2013 and FPE 30 September 2016}

MQ REIT has not adopted any accounting policy which is peculiar to the nature of the business and
industry in which it is involved in.

There is no audit qualification for the financial statements of MQ REIT for FYE 31 December 2013 to
FYE 31 December 2015,
6. Material contracts

MQ REIT has not entered into any material contract (not being contracts entered into in the ordinary
course of business) during the two (2) years preceding the LPD.
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APPENDIX B(I)

INFORMATION ON MQ REIT (Cont’d)

1.

Material litigation, claims or arbitration

MQ REIT is not involved in any material litigation, claim or arbitration, either as plaintiff or defendant,
which has or would have a aterial and adverse effect on the financial position or business of MQ REIT
and, to the best of its management’s knowledge and belief, the management of MQ REIT is not aware
of any proceeding pending or threatened or of any fact likely to give rise to any proceeding which might
materially and adversely affect the financial position or business of MQ REIT.

Material commitments and contingent liabilities
8.1 Material commitments
Save as disclosed below, as at 30 September 2016, the management of MQ REIT is not aware

of any other material commitment contracted or known to be contracted by MQ REIT which
may have a material impact on the financial position of MQ REIT:-

RM

Approved and contracted for:-
- Investment properties 3,974,447

8.2 Contimgent liabilities

As at 30 September 2016, the management of MQ REIT is not aware of any contingent
liability which, upon becoming enforceable, may have a material impact on the financial
position of MQ REIT.

The rest of this page has been intentionally left blank
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AUDITED FINANCIAL STATEMENTS OF M(Q REIT FOR THE FYE 31 DECEMBER 2015
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AUDITED FINANCIAL STATEMENTS OF M(Q REIT FOR THE FYE 31 DECEMBER 2015 (Cont’'d)
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APPENDIX B(1l)

AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQREIT")
[Formerly known as Quill Capita Trust ("QCT")]

The Managet's report

MRCB Quill Management Sdn. Bhd. {("MQM") [formerly known as Quill Capita Managementl
Sdn. Bhd. ("QCM")], being the manager (the "Manager") of MRCB-Quill REIT ("MQREIT")
{formerly known as Quill Capita Trust ("QCT")), is pleased to present the Manager’s Report on
MQREIT together with the audited financial statements of MQREIT for the financial year ended
31 December 2015.

MQREIT, the Manager and thelr principal activities

MQREIT was constituted under a Deed dated 2 QOctober 2008 (the "Trust Deed™), by MQM as
the Manager and Maybank Trustees Berhad as the trustee (the "Trusiee”); a Supplemental
Deed dated 27 August 2007; a Second Supplemental Deed dated 28 May 2013 and Third
Suppiemental Deed dated 2 April 2015, and Is categorised as a real estate investment trust.
MQREIT commenced its operations in 2006 and was listed on the Main Market of Bursa
Malaysia Securities Berhad ("Bursa Malaysia”) on 8 January 2007.

The principal activity of MQREIT involves acquisition of and investment in commercial
propetties, primarily in Malaysia, The principal activity of each of the special purpose entities of
the Group is to facilitate financing for MQREI!T as disclosed in Note 22 to the financial
statements. There have been no significant changes in the nature of these activities during the

financial year,
The Manager is a company incorporated in Malaysia, The pringipal activity of the Manager is to

manage MQREIT. There has been no significant change in the nature of this activity during the
financial year.

Manager's fees and commission
Pursuant o the Trust Deed, the Manager is entitied to receive from MQREIT:
(i) Base fee of 0.4% per annum of the gross asset value, payable monthly in arrears;

(i) Performance fee of 3% par annum on the net investment income, payable semi-annually
in arrears;

(itiy Acauisition fee of 1% of the acquisition value of any asset, being authorised investments,
acquired by MQREIT; and

{iv) Divestment fze of 0.5% of the disposal value of any asset divested by MQREIT.
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APPENDIX B(II)

AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Conr’d)

MRCB-Quill REIT ("MQREIT™)
[Formertly known as Quill Capita Trust ("QCT")}

Manager's fees and commission {cont'd.)

The Manager's remuneration is accried and paid in accordance with the Trusl Deed. No fee or
commission has been earned by the Manager in managing MQREIT ather than as disclosed in
Note 7 to the financial statements.

Buring the financial year, the Manager did not receive any soft commission (such as goods or
services) from its broker, by virtue of transaction conducted hy MQREIT.

Term of Trust

MQREIT will continue its operations until such time as determined by the Trustee and the
Manager as provided under Clause 26 of the Trust Deed.

investment objective

The investment objective of MQREIT is to acquire and invest in commercial properties primarily
in Malaysia with a view to provide long-term growth and sustainabie distribttion of income to
unitholders and to achieve iong-terim growth in the net asset value per unit of MQREIT.

Investment strategies

The Manager plans to achieve the key investment objectives while seeking additionaf income
growth and enhancement of MQREIT's property portfolio over time through the strategies as
mentioned below:

(a) Acquisition growth and portfolio management strategy

The Manager seeks to selectively acquire additional properties that meet the investment
criteria to enhance vields and return while improving portfolio diversification. The
acquisition strategy takes into corsideration rental yield, occupancy and tenant
characteristics, location, valug-adding opporiunities, and building and facilities
specifications.

The Manager intends lo hold the properties on a long-term basis. However, at the
appropriate time, the Manager will recommend an adjustment of the porifolio mix through
acquisition or sale of one or more of the authorised invastments or commercial properties
with the objective of maximising total refurns to unitholders. The proceeds from such sales
would be either deployed to purchase other atfractive authorised investments or, in the
absence of appropriate investments, distributed to unitholders.
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APPENDIX B(II)

AUDITED FINANCIAL STATEMENTS OF M(Q REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQREIT")
[Formerly known as Quill Capita Trust {"QCT")]

Investment strategies (cont'd,)

{b} Active asset management strateqgy

The Manager intends to increase the propery yield of existing commercial space and
correspondingly maximising returns from the existing commercial space by implementing

the following:

(i Maximisation of tenant retention through proactive tenant management and efficient
property related services,

(i) Diversification of tenant base to balance exposure to certain business sectors that
are more susceptible to general economic cycles;

{iiiy Implementation of proactive marketing plans;

{iv) Continued minimisation of propery expenses without compromising on the quality of
service; and

{v) Asset enhancement by constanily improving and maintaining the quality and physical
condition of the properties in MQREIT's portfolio.

(¢} Capital management strategy

The Manager employs appropriate deb! and equity financing policies in financing
acquisition and/or asset enhancements, and utilises appropriate hedging strategies to
optimise risk adjusted returns to unitholders.

The Manager aims to optimise MQREIT's capital structure and cost of capital within the
borrowing limits set out in the Guidelines on Real Estate Investment Trusts issued by

Securities Commission ("SC REIT Guidelines") and intends to use a combination of debt
and equity to fund future acquisitions and improvement works. The strategies invofve:

{i} Adopting and maintaining an optimal gearing level; and

{ii}y Adopting an active interest rate management strategy to manage the risk associated
with changes in interest rates,

while maintaining flexibility in MQREIT's capital structure to meet future investment and/or
capital expenditure requirements.

There were no changes in the strategies adopted during the financial year, which are in line
with those as stated in the prospectus dated 11 December 2006.

As these strategies still remain relevant for MQREIT under the current market conditions, the
Manager will continue to adopt them in the coming year.
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APPENDIX B(II)

AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Guill REIT ("MQREIT")
[Formerly known as Quill Capita Trust {("QCT")]

{nvestment policies

MQREIT's investments are subject to the investmenf Hmits imposed by the SC REIT
Guidelines.

The Manager will continue to comply with the SC REIT Guidelines and other requirements as
imposed by the Securities Commission ("SC") from time to time and the Trust Deed.

Performance of MQREIT

(i} Review of financial results for the financial year ended 31 December 2015

Actual Actual

Financial Financial

year ended year ended

31 December 31 December

2015 2014

{("FY 2015") ("FY 2014

RM RM

Net property income 90,271,639 53,325,178

Net realised income 54,020,625 34,162,743

Realised earnings per unit ("EPU") [{sen)) 9.06 876
Total distribution relating to the income of

the financial year 50,819,471 32,692,878

Distribution per unit {"RPU") {(sen)] 8.47 8.38

As compared with the last financiat year, FY 2014, net property income of RMS0.3 million
is higher by 69.3% mainly due to additional income arising from the acquisition of Platinum
Sentral on 30 March 2015 and rental rate increases for certain buildings. The realised
income of RM54.02 million is higher by 58.1% mainly due to higher net property income by
68.3% and gain on divestmen{ of Quill Building 10, offset by higher finance costs by
99.1% due to additional borrowings drawndown as stated in Note 20(c) fo the financial
stafements, higher manager's fees, trustee's fee and administrative expenses. The higher
administrative expgnses comparative to FY 2014 is mainly due to writeback of over
accrued fee in the FY 2014,

Correspondingly, realised EPU for the FY 2015 of 9.06 sen was higher by 3.4% compared
to realised EPU of 8.76 sen recorded for the FY 2014.
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APPENDIX B(II)

AUDITED FINANCIAL STATEMENTS OF M REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQREIT")
{Formerly known as Quiil Capita Trust ("QCT")}

Performance of MQREIT (cont'd.)

() Review of financial results for the financial year ended 31 December 2015 (cont'd.)

MQREIT has achieved a total DPU of 8.47 sen for the FY 2015. Income distribution of
4,10 sen per unit being the distribution of income for he period of 1 January 2015 to 30
June 2015 were paid on 15 April 2015 (of 1.88 sen per unit) and 28 August 2015 (of 2.22
sen per unit) respectively. Proposed final gross distribution of 4.37 sen per unit relating to
the distribution of income for the period of 1 July 2015 to 31 December 2015, will be
payable on 29 February 2016 to all unitholders as at book closure date on 11 February

2016.

The Manager's active assel management strategy throughout the year has ensured
successful tenancy renewals for most of the leases due in 2015, MQREIT's occupancy
rate for the year stood at 97.5% in terms of Net Lettable Area ("NLA").

The performance of MQREIT for the FY 2018 was in line with its investment objective.

{ii) Analysls of MQREI[T's performance based on changes in net asset value ("NAV")
and NAV per unit since the previous financial year

For the FY 2015, MQREIT's total NAV and NAV per unit after proposed final income
distribution changed to RM874.95 million and RM1.3229 per unit {2014: RM524.55 million
and RM1.3446 per unit), mainly due o net change in fair values of investment properties
of RM6,68 millien (2014; RM6.12 million), net changes in fair values of derivalives and
batance of undistributed income retained.

(iii) Analysis of MQREIT's performance based on changes in price since the previous
financial year

For the FY 2015, the unit price of MQREIT has decreased from RM1.17 at the dose of
trade as at 31 December 2014 to RM1.08 at the close of trade as at 31 December 2015.
The Manager believes that the movement in price is due to changes in market sentiment.
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AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQREIT")
[Formerly known as Quill Capita Trust ("QCT")]

Composition of investment portfolio

As al 31 December 2015, MQRE!T's porifolio comprised ten commeycial buildings. There was
one acquisition namely Platinum Sentral and one disposal, Quill Building 10 {"QB10"} during
the financial year ended 31 December 2015. The details of the porifolio are as follows:

{3) Quill Building 1 - DHL 1 ("QB1%)

Address/location

Properiy type and age
Descrigtion

Tenure

Net lettable area ("NLA"
Existing use

Parking space

Date of acquisition
Acquisition price

Tenant

Tenancy peiiod

Cceupancy rate
Encumbrances
Date of last valuation
Marke! value/

net carrying amount

as at 31 December 2015
Name of valuer

3509 & 3511 Jalan Teknokrat 5, 63000 Cyberjaya,
Selangor Darul Ehsan

Commercial building, 13 years

4-sforey office building togsather with a sub-basement
and a basement car park

Term in perpetuity

82,284 square feet ("sq. L")

Cemmercial building

315 lots

20 November 2006

RM52,100,000

DHL Information Services (Asia-Pacific) Sdn. Bhd.

7+ 3+ 3+ 2 years from 1 April 2002

5 + 5 years from 1 January 2016

100%

Charged to Malaysian Trustees Berhad as security agent

31 December 2015

Note (i)
DTZ Nawawi Tie Leung Property Consultants Sdn. Bhd,
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AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQREIT")
[Formerly known as Quill Capita Trust ("QCT")]

Composition of investment porifolio {cont'd.}

{b} Quill Building 4 - DHL 2 {"QB4")
Address/location 3509 & 3511, Jalan Teknokrat 5, 63000 Cyberjaya,
Selangor Darul Ehsan
Propery type and age Commerciat building, 10 years
Description 4-starey office building together with a sub-basement
and 2 levels basement car pari
Tenure Term in perpetuity
Net lettable area ("NLA") 99,183 sq. fi.
Existing use Commerciai building
Parking space 309 lats
Date of acquisition 20 November 2006
Acquisition price RM57.000,000
Tenant DHL !nfarmation Services (Asia-Pacificy Sdn. Bhd.
Tenancy period 7+ 3 + 2 years from 1 April 2006
5+ 5 years from 1 January 2016
Occupancy rate 100%
Encumbrances Charged to Malaysian Trustees Berhad as security agent
Date of last valuation 31 December 2015
Market vafue/
net camying amount
as at 31 December 2015 Note (i)
Name of valuer OTZ Nawawi Tie Leung Property Consuitants Sdn. Bhd.

Note (i) The respective pieces of land on which QB1 and QB4 are situated have been
amalgamated on 14 August 2008 pursuant to the conditions imposed by the SC
during the initial public offering of MQREIT. As such, the valuations for QB1 and QB4
have since been carried out based on the amalgamated properties. Based on the
latest valuation dated 31 December 2015, the total aggregate valuation of the two
properties amounted to RM126,000,000.
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APPENDIX B{II)

AUDITED FINANCIAL STATEMENTS OF M{Q REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT {"MQREIT")
[Farmerly known as Quill Capita Trust {"QCT"}]

Composition of investment portfofio {conf'd.)

{c) Quilf Building 2 - HSBC ("QB2")
Addressflocation 3500, Jalan Teknokrat 3, 63000 Cyberjaya,
Selangor Darut Ehsan
Property type and age Commercial building, 12 years
Description 4-storey office building together with a
sub-basement car park
Tenure Term in perpetuity
Net lettable area ("NLA™ 184,453 sq. ft.
Existing use Commercial building
Parking space 505 lots
Date of acquisition 20 November 2006
Acquisition price RM107,500,000
Tenant HSBC Electronic Data Processing {Malaysia) Sdn. Bhd.
Tenancy period 6+ 3+2+5+ 3 years from 10 November 2003
Occupancy rate 100%
Encumbrances Charged to Malaysian Trustees Berhad as security agent
Date of last valuation 31 December 2015
Market valuef
net carrying amount
as at 31 December 2015 RM120,700,000
Name of valuer DTZ Nawawi Tie Leung Property Consultants Sdn. Bhd.
8
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APPENDIX B(II)

AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Conr’d)

MRCB-Quilt REIT ("MQREIT"}
[Formerly known as Quill Capita Trust ("QCT")]

Composition of investment portfolio (cont'd.}

(@) Quill Building 3 - BMW (“QB3")

Address/flacation

Property type and age
Description

Tenure
Net letlable area ("NLA")
Existing use
Parking space
Date of acquisition
Acquisition price
Major tenant and tenancy
details:
Tenant
Tenancy penod

Tenant
Tenancy period

Tenant
Tenancy period
Tenant
Tenancy period

Tenant

Tenancy period
Occupancy rate
Encumbrances
Dale of {ast valuation
Market value/

net carrying amount

as at 31 December 2015
Name of valuer

3501, Jalan Teknokrat 5, 63000 Cyberjaya,
Selangor Darul Ehsan

Commercial building, 11 years

4-storey office building together with a level of
sub-basement and a level of basement car park

Term in perpetuily

117,198 sq. ft.

Commercial building

340 lots

20 November 2006

RM59,400,000

BMW Asia Technology Centre Sdn. Bhd.

Ground flogr: 5 + 3 + 3 years from 1 December 2004
First floor: 5+ 3 + 1+ 1+ 0.25 years from 1 December 2004
10 years from 7 July 2015

BMW Malaysia Sdn. Bhd.

5+ 3+1+1+0.25vyears from 1 December 2004
10 years from 7 July 2015

PGS Data Processing & Technology Sdn. Bhd.

5 + 5 + 5 years from 1 January 2007

Agensi Inovasi Malaysia

2+0.5+ 0.5+ 1.5 years from 1 July 2011

2+ 2 years from 1 January 2016

Huawei Technologies (Malaysia) Sdn. Bhd.

3 + 3 years from 1 February 2012

B0%

Nil

31 December 2015

RM75,500,000
DTZ Nawawi Tie Leung Property Consultants Sdn. Bhd.
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APPENDIX B(X))

AUMTED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQREIT")
{Formerly known as Quill Capita Trust {"QCT")]

Cemposition of investment portfolio {cont'd.)

{e} Wisma Technip ("WT"}

Addressflocation
Properly type and age
Description

Tenure

Net leffable area {"NLA"}
Existing use

Parking space

Date of acquisition
Acquisition price

Tenant

Tenancy petiod
Occupancy rate
Encumbrances

Date of last valuafion
Market vaiue/
net carrying amount

as at 31 December 2015

Name of valuer

241, Jalan Tun Razak, 50400 Kuala Lumpur

Office building, 22 years

12-storey office building with a mezzanine floor and
3 split-levels basement car park

Term in perpetfuity

233,021 sq. ft.

COffice building

308 lots

3 September 2007

RWM125,000,000

Technip Geoproduction (M) Sdn. Bhd.

5+ 2+ 5+ 2 years from 1 January 2047

100%

Charged to Hong Leong Investment Bank Berhad as
security agent

31 December 2015

RM172,000,000
CH Williams Tathar & Wong Sdn. Bhd.

10
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APPENDIX B(II)

AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quilf REIT ("MQREIT"}
[Formerly known as Quili Capita Trust ("QCT"}]

Composition of investment portfolio (cont'd.)

(f} Commarcial retail shops and car par-k lots of Plaza Mont' Kiara
{part of Plaza Mont' Kiara} [{"PMK"}]

Addressilacation Plaza Mont' Kiara

2, Jalan Kiara, Mont' Kiara, 50480 Kuala Lumpur
Property lype and age Commercial lots and car parks, 13 years
Description An integrated retailfoffice commercial units located in Plaza

Mont' Kiara, within the ground floars of Blocks A & B,
Blocks € & D and at the basement and ground foor of
Block E. The car park lots are located in Blocks A, B, C,

Dand E.
Tenure Term in perpetuity
Net lettable area ("NLA") 73,408 sq. fi. {excluding 1,499 car park lots)
Existing use Retail and car park
Parking space 1,499 fots
Date of acquisition 3 September 2007
Acquisition price RMS0,000,000
Tenant Multi-tenanted retail tenants from various sectors, such as

banking, food & beverages, beauty & fashion and
convenient stares

Tenancy period Ranging between 1 to 3 years tenancy

Occupancy rate Y92%

Encumbrances Charged to Hong Leong investment Bank Berhad as
security agent

Date of last vaiuation 31 December 2015

Market value/
net carrying amount
as at 31 December 2015 RM114,000,000
Name of vaiuer CH Wiilliams Tathar & Wong Sdn., Bhd.

it
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APPENDIX B(IY)

AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REST ("MQREIT")
[Formerly known as Quili Capita Trust ("QCT™)]

Composition of investment portfolio {cont'd.)

{g} Quill Building 5 - (BM ("QBS&")

Address/location

Property type and age
Description

Tenure

Net lettable area ("NLA™)
Existing use

Parking space

Date of acquisition
Acquisition price

Tenant

Tenancy period

Occupancy rate
Encumbrances

Date of last valuation
Market value/

net carrying amount

as at 31 December 2015
Name of valuer

3500, Jalan Teknokrat 3, 83000 Cyberjaya,
Selangor Daruil Ehsan

Commercial buildings, 8 years

5-storey office building with a level of sub-basement
and 1 1/2 levels of basement car park

Term in perpetuity

81,602 sq. fi.

Commercial building

241 lois

14 March 2008

RM43,000,000

18M Malaysia Sdn. Bhd.

3+ 2+ 1.4+ 3+ 3years from 15 January 2008

3+ 3+ 3years from 1 June 2011

91%

Charged to Hong Lecng Investment Bank Berhad as
security agent

31 December 2015

RM45,200,000

DTZ Nawawi Tie Leung Property Consultants Sdn. Bhd.

12
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APPENDIX B(ll)

AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQRE!T")
[Formerly known as Quill Capita Trust ("QCT")]

Composition of investment portfolio (cont'd.)

{h} Quilf Building § - DHL XPJ ("QB8"}

Address/location

Property type and age
Description

Tenure

Net lettable area {"NLA")
Existing use

Parking space

Date of acquisition
Acquisition price

Tenant

Tenancy period
Occupancy rate
Encumbrances

Date of last valuation
Market value/

net carrying amount

as at 31 December 2015
Name of valuer

8, Jalan Pemaju U1/15, Seksyen U1, 40150 Shah Alam,
Selangor Darul £hsan

industrial building, 8 years

3-storey office building with an annexed single storey
detached warehouse

Term in perpetuity

65,205 sq. ft.

Office building

il

25 March 2008

RM?28,800,000

DHL Express (Malaysia} Sdn. Bhd.

5 + 5 years from 1 July 2006

92%

Charged to Hong Leeng Investment Bank Berhad as
security agent

31 December 2015

RM26,400,000
DTZ Nawawi Tie Leung Property Consultants Sdn. Bhd.

13
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APPENDIX B(IT)

AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont'd)

MRCB-Quill REIT ("MQREIT")
[Formerly known as Quill Capita Trust ("QCT"})]

Composition of investment portfolio (cont'd.)

{if Tesco Building, Penang ("Tesco")

Address/location
Froperty type and age
Description
Tenure
Net lettable area ("NLA")
Existing use
Parking space
Date of acquisition
Acquisition price
Tenant
Tenancy period
Occupancy rate
Encumbrances
Date of fast valuation
Market value/
net carrying amount
as at 31 December 2015
Name of valuer

1, Lebuh Tengku Kudin 1, 11700 Penang
Commercial building, 11 years

3-storey purpose built hypermarket

Term in perpetuity

275,020 sq. ft.

Commercial building

1,050 lots

7 November 2008

RM132,000,000

Tesco Stores (Malaysia) Sdn. Bhd.

29 October 2004 to 31 August 2032
100%

Charged to Malaysian Trustees Berhad as security agent
31 Decamber 2018

RM140,000,000
DTZ Nawawi Tie Leung Property Consultants Sdn, Bhd.

14
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APPENDIX B(II)

AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d}

MRCB-Quill REIT ("MQREITY)
[Formerly kinown as Quill Capita Trust ("QCT")]

Composition of investment portfolio (cont'd.)

(

Platinum Sentral
Address/location

Property type and age
Description

Tenure
Net lettable area ("NLA"}
Existing use
Parking space
Date of acquisition
Acquisition price
Major tenant and tenancy
details:
Tenant
Tenancy period
Tenant
Tenancy period
Tenant
Tenancy period
Tenant

Tenancy period
Occupancy rate
Encumbrances
Date of last valuation
Market value/

net carrying amaount

as at 31 December 2015
Name of valuer

Platinum Sentral, Jalan Slesen Sentral 2,
Kuala Lumpur Sentral, 50470 Kuala Lumpur

Commercial huilding, 4 years

A commercial development cansisting of 5 blocks of
4 ~ 7 storey commercial buildings consisting of
office-cum retail space, a mulli-purpose hall
together with 2 levels of car park

Term in perpetuity

478,370 sq. #f.

Commercial building

637 lots

30 March 2015

RM740,000,000

Small and Medium Enterprise Carporation Malaysia

15 + 3 years from 1 July 2011

SBM Malaysia Sdn. Bhd,

3+3+3+3+3years from 28 October 2011

Suruhanjaya Pengangkutan Awam Darat

3 +3+ 3+ 3+ 3vyears from 1 March 2012

Remaining: Multi-tenanted office-cum retail tenants from
various sectors from government-linked office, education,
food & beverages, fitness and convenient stores.

Ranging between 1 to 3 years tenancy

100%

Charged to Pacific Trustees Berhad as security agent

31 December 2015

RM750,000,000
CH Williams Tathar & Wong Sdn. Bhd.
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APPENDIX B(II)

AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT {"MQREIT")
[Formerly known as Quill Capita Trust ("QCT")]

Review of the market in which MQREIT invests in during the period and future
prospects of the market

1 Retaill Sector

The retail sector suffered from deteriorating consumer senfiment during the year and is
expected to experience one of the slowest growths in recent years. The initial forecast for the
year of 6% has been revised downward several times to the current estimate of 3.1% for 2015,
Retail sales has been affected by the imposition of the Goods & Service Tax ("GST") in April
2015 and households' purchasing power had been further eroded by the decline in the value of
the Ringagit, which suffered one of the worse fall amongst regional currencies against the US
Doliar. The kigh household debt to Gross Domestic Product ("GOP") ratio of 88.1% in August
(2014: 86.8%) also cast a shadow over retail sales.

Fiqure 1.0: Retail Sales Growth
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Source: DTZ Consuiting & Research, Retail Group Malaysia
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APPENDIX B(I)

AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQREIT")
[Formerly known as Quill Capita Trust ("QCT")]

Review of the market in which MQREIT invests in during the period and future

prospects of the market (cont'd.}

1  Retail Sector (cont'd.}

After barely touching the 100-point mark in 2Q 2014 (100.1-points), the Consumer Sentiment
index ("CSI™ trended downward. 42 2014 recorded an index of 83.0-points, and by 3Q 2015,
Malaysian Instituie of Economic Research ("MIER") reported the CSl to be at a new low of 70.2-
points. The institute further noted due to the deterorating income, consumers are putting their

major spending plans on hold.

Figure 1.1: Consumer Confidence
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1.1 Kuata Lumpur

Kuala Lumnpur houses more than 25 million sq. f. of retail space, half of the overall supply in
Kiang Valley. Retail space per capita in Klang Valley stands at 7.5 sq. ft. per person, a fairly

high ratic as the country’s capital and as a centre of key economic aclivities.
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APPENDIX B()

AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQREIT")
[Formerly known as Quill Capita Trust ("QCT")]

Review of the market in which MQREIT invests in during the period and future
prospects of the market (conf'd.)

1 Refail Sector (cont'd.}

1.1 Kuala Lumpur {(cont'd.}

The average occupancy rate of retail malls in Kuala Lumpur was generally stable in 2014 -
2015, hovering between 91% and 92%. Owners and cperators continue to invigorate their retall
spaces to stay competitive amidst the large supply of retail space. In early 2015, Kaala Lumpur
saw some significant activities including the closure of the old mall BB Plaza due to the MRT
construction, the re-opening of several refurbished malls — Jakel Textile Mall — the refurbished
and rebranded former CapSquare Mall and Sunway Putra Mall, {previously known as The Mall)
which opened with an impressive 80% occupancy rate. Other notable new malls in Greater
Kuala Lumpur include Mitsui Outlet Park in Sepang — the first outlet mali in Greater Kuala
Lumpur, and lkea Cheras, opened late 2015.

Notwithstanding the general poor short term retail sentiment, large supply of retail spaces are
expected to enter the market within the next 2 years, with more being planned for the future.

Rental rates fur retail spaces in the ¢ity centre retail malls range between RM7 ~ RM25 per sq.
fi. per month. Currently, most malls experiencing a slower rental growth at the point of
renewals as a result of rising retail supply as well as weak retail sales which has affected the
ability of retailers to pay higher rents. In this regard, most retail malls, including the most prine
ones, are required to constantly revive their tenant mixes and concepts to adapt to the more
challenging market conditions.

Table 1.0 Notable Upcoming Malls in Kiang Vailey

Building name Expected Net Floor Area
Compietion {sq. ft.}

Glo Damansara 2016 350,000

Empire City 2017 1,500,000

Sunway Velocity 2018 800,000

Pavilion {extension) 2019 225 000

MyTown 2020 1,100,000

Source; DTZ Consulting and Research

The short term retail outiock is expected to be challenging as the higher cost of fiving is
impacting household disposable income with the employment prospect being murky at best,
Malaysians are feeling the heat of higher price of goods due to hikes in toll roads and public
transport as well as the drop in the value of the Ringgit. The Ringgit is not expected to improve
significantly in the near future, and consumers’ incame has certainly not moved in tandem with

the increased cost of living,

In this current environment, upcoming malls are expected to have a challenging time
committing new tenants, at previously targeted rents.
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APPENDIX B(II)

AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQREIT")
[Formerly known as Quilf Capita Trust ("QCT"}]

Review of the market in which MQREIT invests in during the period and future
prospects of the market (cont'd.)

1 Retail Sector {cont'd.)
1.2 Penang

As of 2Q 2015, the National Property Information Centre ("NAPIC"} reporied that the total retail
space supply in Penang stood at 18.0 million sq. ft.. This supply encompasses refail malls,
commercial complexes and hypermarkets with retail malls having a total retail space of
approximately 11.5 million sq. ft..

The iotaf retall space in Penang has remained the same since 2014. George Town holds the
most numbers of retait malls {20 malls) providing 28% (4.9 million sq. ft.) of the overali supply.
This is followed by Seberang Prai, housing 17% or 3.0 million sq. ft. of overall supply. Major
retail malls in Penang are listed below in Table 1.1:

Table 1.1 Major Retail Malls in Penang

Retail Malls Location NLA
{sq. ft.)
Gurney Plaza George Town 875,000
Gurney Paragon {George Town 700,000
One Stop Midlands Park George Town 500,000
Prangin Mall George Town 870,000
First Avenue George Town 400,000
Komtar George Town 660,000
Queensbay Mall Bayan Lepas 1,000,000
Bukil Jambul Complex Bayan Lepas 600,000
Sunway Carnival Mall Seberang Jaya 570,000
Megamall Penang Seberang Jaya 1,600,000
Perda City Mall Bukit Mertajam 790,000
Aeon Mall Bukit Mertajam 600,000

Source: DTZ Consulting and Research

Penang's current population as estimated by the Department of Statistics Mataysia ("DOSM"Y)
is approximately 1.7 million, thus indicating its retfail space per capitais .11 sq. ft..

18

B-52



APPENDIX B(II)

AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quilt REIT ("MQREIT")
[Formerly known as Quill Capifa Trust ("QCT"}]

Review of the market in which MQREIT invests in during the period and future
prospects of the market (cont'd.)

1 Retail Sector {cont'd.)
1.2 Penang {(cont'd.)

Table 1.2 Notable Upcoming Retail Malls in Penang

) NLA Expected
Retail Malls (sq. ft.) Corr‘:pletion
Designer Village 400,000 2016
The Pearl City Mall 300,000 2016
IKEA n/a 2018
The Light Waterfront Mall 1,000,000 2022
Penang World City 1,000,000 2025

Source: DTZ Consulting and Research

Rental rates of retail malls in Penang have stayed competitive with prime malls commanding
overall renfal of approximately belween RM8 per sq. ft. — RM8 per sq. f per month, while
individual prime shop lots are feiching rental rates of RM15 per sq. ft. — RM20 per sq. fi. per
month.

Penang is experiencing an increased commercial vibrancy and the mall lifestyle is catching up
among the local population supported by influx of domestic and foreign tourists. In view of the
ahove, more retail malfs are expected to come on board in the coming years, mainly in the
Penang mainland where there has been an increase in property development activities,

2  Dffice Sector

2.1 Kuala Lumpur

The office sector in Kuala Lumpur experienced a stable occupancy rate above 80% despite the
3.4 miliion sq. ft. of office space that came into the market in 2Q 2015, The largest inflow of
NLA of 1.4 million sq. ft. was contributed by the completion of Q Sentral, a strata titted project
at KL Sentral.

The total office space in Kuala Lumpur now stands at 76 million sq. ft.. New office buildings

completed in 2015 are tabulated in Table 2.0. In addition, approximately ancther 2 million sq.
ft. are expected to be completed in early 2016,

20

B-53



APPENDIX B(ID)

AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quilt REIT ("MQREIT")

{Formerly known as Quili Capita Trust {"QCT")]

Raeview of the market in which MQREIT invests in during the period and future

prospects of the market (cont'd.)
2 Office Sector (cont’d.)

2.1 Kuala Lumpur {cont'd.)

Table 2.0 New Office Buildings Completed in Kuala Lumpur jn 2015

- . NLA
Buildings Location 5q. 1)
Q Sentral KL Sentral 1,400,000
The Vertical Business Suites | & il Jalan Kerinchi 808,000
Naza Tower Jalan Binjai 580,000
llham Tower Jalan Binjai 426,200
Centara Tower Jalan Tuanku Abdul Rahman 200,000
TOTAL 3,414,200

Source: DTZ Consulting and Research

Approximately 9 million sqg. ft. of office space are expected to enter the market within the next 2
years. KL Eco City and The Vertical (2 fowers) will contribute the largest amount of office
space with an estimated 2.3 million sq. ft. each.

Mega projects such as Tun Razak Exchange and Warisan Merdeka are expected to enter the
market as early as 2020, assuring no shortage of office space in Kuala Lumpur in the mid

future,

Average occupancy rate in 2015 thus far remains healthy at 81%, despite the large supply of
office space entering the market. The average rental rate in the city centre has also remained
stable at RM&.25 per sq. ft.. To stay competitive in the midst of a tenant-favoured market,
building owners are refurbishing older buildings to improve the building’s atfractiveness while
offering hetter services and competitive rental rates.

Table 2.1 Rental Rates of Selected Cffice Buildings_ in Kuala Lumpur, 2015

Average Rental

Buildings (RM per sq, ft)
Naza Tower 7.50
itham Baru Tower 7.50
Standard Chartered Tower 6.50
Citibank Tower 7.00
7.80

AAC Tower

Source: DTZ Consulting and Research
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APPENDIX B(II)

AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRGB-Quill REIT ("MQREIT")

[Formerly known as Quill Capita Trust ("QCT")]

Review of the rmnarket in which MQREIT invesis in during the period and future

prospects of the market (cont'd.)
2 Office Sector {cont'd.}

2.1 Kuala Lumpur {cont'd.)

Capital value has seen a marginal increase in 2015 and is currently at RM933 per gq. .. Office
building transactions in 2015 are tabled below:

Table 2.2 Office Transactions in Kuala Lumpur, 2015

Buildings Price Price
{RM million) |{RM persq. f.)

Chaill 10 27.3 156
Plaza Pekeliling 28.28 196
Menara Raja Laut 220 553
Empire City (Block N) 155.35 650
Wisma AmanahRaya 78 507
Menara Shell 640 1,128

Source: DTZ Consufting and Research

The current economic challenges that befall the country due to the plunging crude oil price, the
depreciation value of the Ringgit as well as political uncertainties have made adverse impact
on the office sector especially the cil and gas sector. The banking sector is also affected with
local banks inifiating rationalisation exercises to reduce their workforce.

Overall, the office sector is expected to remain challenging in the near future. Nevertheless,
the Ringgit's depreciation and the competitive cost of occupancy in Malaysia will continue to
provide a plus point for Multinational Corporations ("MNCs") seeking a presence in the region,
especially with the commencement of the ASEAN Economic Community in 20186.

2.2 Cyberjaya

With the slow erosion of its MSC advantage due to the proliferation of new competitors with
such accreditation elsewhere, Cyberjaya is making a significant step forward from the known
ICT hub of Malaysia to become a global technological hub. Cyberview Sdn. Bhd. alongside
Setia Haruman Sdn. Bhd. are shifting their focus to tech hub-based development afler
receiving a new mandate from the government to transform the city to a tech hub, Cyberjaya
City Cenfre, a mega project sandwiched between Cyberjaya and Putrajaya, will be the catalyst
proiect under the Cyberjaya Global Tech Hub Blueprint.
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APPENDIX B(ID)

AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT {"MQREIT")
[Formerty known as Quill Capita Trust ("QCT")]

Review of the market in which MQREIT invests in during the period and future
prospects of the market (cont'd.)

2  Office Sector {cont'd.)
2.2 Cyberjaya (cont'd.)
In the fight of Cyberjaya’s new focus, it is expected that there will be new office developments

in the pipeline to cater for such purposes. The current {otal office supply in Cyberjaya stands at
8.6 million sq. ft. (approximately 60 office buildings) some of which are tabled below:

Tabie 2.3 Notable Office Supply in Cyberjava

- NLA Completion
Buildings (5q. F) Year
Prima 10 100,272 2010
NeoCyber Office Tower 262,748 2010
MIKN Embassy Techzone {Phase 3A - Block I} 206,000 2011
Bangunan Lestari 380,000 2011
Shaftsbury Square - iTech Tower 188,000 2014
Shaftsbury Square - MCMC Tower 1 & 2 400,000 2014
Quill 18 523,000 2014

Source: DTZ Coastilting and Research

Cyberjaya's IT infrastructure, incentives and attractive rental rates are considered its strong
points when compared with Kuala Lumpur or Petaling Jaya. Typical rental rates in Cyberjaya
are stili competitive ranging from RM2 per sq. ft. per month for bare units while furnished units
command tental rates of between RM3 per sq. fi. — RMS per sq. ft.

Cyberjaya's average coccupancy rates have also remained stable at approximalely 76%. An
estimated 65% of companies in Cyberjaya are MSC status companies, while others include
administrative operations, food & beverages, as well as banks and financial institutions.
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APPENDIX B(I)

AUDITED FINANCIAL STATEMENTS OF MQ REILT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQRE{T")

[Formerly known as Quill Capita Trust {"GQCT"))

Review of the market in which MQREIT invesis in during the period and future

prospects of the market (cont'd.}
2 Office Sector (cont'd.)

2.2 Cybetjaya (cent'd.}

Tabie 2.4 Rental Rate of Selected Qffice Buildings in Cyberiaya in 2015

— Rental
Buildings (R per sq. i)
SME Technopreneur Centre 1 2.50
SME Technopreneur Centre 2 3.50
Prima 10 4,20
Cenfury Square {Block 2330 & 2250) 4.50
Wisma Mustapha Kamal (Tower 2) 4,50
Axis Eureka 4.90

Seurce: DTZ Consulting and Research

Cyberjaya is expected to continue growing as an office location especially for Information
Technology ("IT") companies, aligned with becoming a global tech hub. The development of a
MRT station near the upcoming catalyst project, Cyberjaya City Centre is also expected to
increase the atiractiveness of Cyberjaya as an 1T tech hub. The MRT line will connect
Cyberjaya and Putrajaya to Sungai Buloh, passing through KL city by 2022, Thus, commuting
to the satellite city of Cyberjaya will be much easier, resulting in higher traffic and increased
vibrancy to the city. In additional, retall and residential facilities being completed will

complement the existing commercial ecology of the city,
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APPENDIX B(II)

AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Guill REIT ("MQREIT™)
[Formerly known as Quill Capita Trust ("QCT"}]

income distribution

in line with the Trust Deed, MQREIT intends to distribute at least 90% (or any other higher
percentage at the discretion of the Manager) of its distribufable income at least semi-annually,
or at such other intervals as the Manager may determine.

During the year, income distribution of 4.10 sen per unit being the distribution of income for the
period of 1 January 2015 to 30 June 2015 were paid on 15 April 2015 (of 1.88 sen per unit)
ard 28 August 2015 {(of 2.22 sen per unit) respectively.

The Manager has declared a final gross distribution for the financial year ended 31 December
2015 of 4.37 sen per unit, being distribution of income for the petiod of 1 July 2015 to 31
December 2015. The said declared distribution will be payable on 29 February 2016.

The total distribution declared is 847 sen per unit, totalling RM50,919,471 representing
approximately 94.3% of the net reafised income for the financial year ended 31 December
2015. The details of the total distribution for the financial year ended 31 December 2015 are
disclosed in Note 12 to the financial statements.

Income distributed to resident individuals, non-resident individuals, resident institutional
investors, non-resident institutional investors and non-resident companies are subject to

withholding tax.

The applicable tax rates for income distribution payable in year 2015 are as follows:

Resident and non-resident individuals 10%
Resident and non-resident instifutional investors 10%
Resident companies {flow through) 0%
Non-resident companies 25%
Before After
proposed proposed

final income final income
distribution distribution
RM R

Net asset value ("NAV") per unit 1.3666 1.3229
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APPENDIX B(1I)

AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQREIT")
[Formerly known as Quill Capita Trust {"QCT"}]

Breakdown of unitholdings as at 31 December 2015

Number of Number of Percentage of
unitholders  unitholdings  unitholdings
%

Unit class
Less than 100 40 660 0.00
100 to 1,000 503 375,540 0.08
1,001 to 10,000 1,742 9,677,900 146
10,001 to 100,000 1,068 37,827,000 5.72
100,001 to less than 5% of approved

fund size 214 185,445,800 29.65
5% and above of approved fund size 4 418,054,000 63.21

3,571 661,381,000 100.00

Reserves and provisions

There were no material transfers to and from reserves or provisions during the financiafl year
other than as disclosed in the statement of changes in NAV.

Directors

The names of the directors of the Manager in office since the date of last repor} and the date of
this report are:

Dato' Mohammed Bin Haji Che Hussein {resigned on 31 March 2015)
Dato' Dr. Low Moi Ing, J.P. (appointed on 12 June 2006)
Dato' Michael Ong Leng Chun (appointed on 12 June 2006)
Wen Khai Meng {resigned on 31 March 2015)
Chong Lit Cheong {resigned on 31 March 2015)
Datuk Dr. Mohamed Arif bin Nun {appeinted on 25 September 2008}
Aw Hong Boo

(aiternate director to

Dato’ Dr. Low Mai Ing, J.P.} {resigned on 4 November 2015}
Foong Soo Hah (appeinted on 11 April 2013)
Kwan Joon Hoe {appeinted on 31 March 2015)

Mohd tmran Bin Tan Sri Mohamad Salim  (appointed on 31 March 2015
and resigned on 27 November 2015)

Ann Wan Tee (appointed on 31 March 2015)

Dr. Restan Bin A. Ghaffar {appointed on 16 June 2015)

Dato' Thanarajasingam Subramaniam {appointed on 31 December 2015)

Datuk Seri Saw Choo Boon (appointed on 22 January 2016)
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AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont'd)

MRCB-Quilt REIT ("MQREIT")
[Formerly known as Quill Capita Trust ("QCT")]

Directors’ benefit

Neither at the end of the financial year, nor at any time during that year, did there subsist any
arrangement to which the Manager was a party, whereby the directors of the Manager might
acquire benefits by means of the acquisition of units in or debentures of MQREIT or any other

body corporate.

Since the end of the previous financial year, no director of the Manager has received or
become entitled to receive a benefit by reason of a contract made by MQREIT or a related
corporation with any director of the Manager or with a firm of which the director is a member, or
with a company in which the director has a substantial financial interest, except for units held in
MQREIT as disclosed in Note 28 to the financial statementis and the related party transactions
as disclosed in Note 31 to the financial statements.

Directors' interests

Number of
Units as at units Units as at
1 January acquired/ 31 December
2015 {disposed) 2015
Direct interest:
Dato' Dr. Low Moi Ing, J.P. 50,000 - 50,000
Dato' Michael Ong Leng Chun 55,000 - 55,000
Datuk Dr. Mohamed Arif Bin Nun 10,000 - 10,000
Aw Hong Boo *
{alternate director to
Dato' Dr. Low Moi Ing, J.P.) 50,000 - -
Indirect interost:
Dato' Dr. Low Moi Ing, J.P. {a) 117,040,000 - 117,040,000
Dato' Michael Ong Leng Chun {b) 117,040,000 - 117,040,000

(a) Deemed interest by viftue of her direct sharehoiding in Quill Properties Sdn. Bhd.
("QPSB"), Quill Land Sdn, Bhd. ("QLSB") and Quill Estates Sdn. Bhd. ("QESB").

{b) Deemed interest by virtue of his direct shareholding in QPS8, QLSE and QESE,

* As announced on 4 November 2015, and with effect from even date, Mr Aw Hong Boo has
resigned as Non-Independent and Non-Executive Director; to pursue other interest.

Except for the direct and Indlrect directors’ Interasts disclosed abuve, none of the other
directors of the Manager in office at the end of the financial year had any interest in MQREIT.
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AUDITED FINANCJAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQREIT")
[Formerly known as Quill Capita Trust ("QCT"]]

Issuance of new units

There were issuance of 206,250,000 new MQAREIT's units at an issue price of RM1.28 per unit
and private placement of 65,000,000 units at RM1.20 per unit on 30 March 2015 as part of the
purchase consideration for the acquisition of Platinum Sentral. The units were listed on the

Main Market of Bursa Malaysia on 30 March 2015.

Utilisation of proceeds raised from issuance of new units

The proceeds from the issuance of new units are used partly to finance the acguisition of
Flatinum Sentrai on 30 March 2015.

Particulars of all sanctions and/or penalties imposed on MQREIT, directors of the
management company or the management company by the relevant regulatory bodies

During the financial year ended 31 December 2015, there were no sanctions andf/or penalties
imposed on MQREIT, its Manager and/or directors of its Manager by any of the relevant

regulatory bodies,

Amount of non-audit fees incurred for services renderad to MGQREIT by its auditors, or a
firm of company affiliated to the auditors' firm

During the financial year ended 31 Dacember 2015, there was a non-audit fee of RM5,000 for
the review of Statement of Risk Management and Internal Control services rendered to

MQREIT by its auditors.

Particulars of material contracts of MQREIT involving the management company and/or
major unitholders® interests

Details of material contracts with related paities other than manager's fees to the Manager are
as foltows (refer to Note 31 to the financial statementsy}.

(i) Fit-out works for QB3 of RMZ.6 million payable to Quill Construction Sdn. Bhd.
("QC8BRB"), has been financed by MQREIT, to secure fop up rentals with tenants
under a long fterm 10-year lease agreement as disclosed in Note 15 to the financial

statements,

QCSB is a member of the Quill Group of Companies ("Quilt Group™), and is related to
MQREIT's major unitholders namely QPSB, QLSB, QESBE and two of the directors of
MQREIT's Manager, namely Date’ Dr. Low Moi Ing, J.P. and Dato' Michael Ong Leng

Chun.
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AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQREIT"}
[Formerly known as Quili Capita Trust ("QCT")]

Particulars of material contracts of MQREIT involving the management company andfor
major unitholders' interests {cont'd.)

Details of material contracts with related parties other than manager's fees to the Manager are
as follows (refer to Note 31 {o the financial statemenis): {conf'd.}

(i) Award of a confract of assel enhancemant works of RM6.32 million to @CSB, by the
Manager on 25 October 2013, the amount billed and paid for during the financial year
ended 31 December 2015 amounted to RM178,536.

(i) Award of a contract of toilet refurbishment works for QB2 of RM1.68 million to Accord
Construction Sdn. Bhd. ("ACSB")}, by the Manager on 12 February 2015,

Total amount accounted for the year ended 31 December 2015 is RM 1,532,654,

ACSB is related to Quill Group, and owned by two of the directors of MQREIT's
Manager, namely Dato' Dr. Low Moi Ing, J.P. and Dato' Michael Ong Leng Chun.

(iv) Ad hoc repair work for @B2 1o supply and install glass panel at office iobby done by
ACSB, after finalising and awarded in view of the lowest quotation amongst other
vendors, the amount incurred was RM7,130,

(v} Renewed tenancy agreement of the premises known as Unit G02-G0, Ground Floor
at Platinum Sentral to Prema Bonanza Sdn. Bhd. ("PBSB") for a term of one year.
The total rental received for the financial year ended 31 December 2015 amounted to

RiMB11,853.

PBSB is a 51% subsidiary of Malaysian Resources Corporation Berhad ("MRCB"),
which is a major unitholder of MQREIT and a major shareholder of the Manager. The
balance 49% shareholding in PBSB is held by Quill Residences Sdn. Bhd. ("QRSB"),
a member of the Quill Group, which is also related to MQREIT's major unilholders
namely QPSB, QLSB, QESB as well as Quill Resources Holding Sdn. Bid.
("QRHSB") which Is a major shareholder of the Manager.

{(vi)y Car park operation agreement with Semasa Parking Sdn. Bhd. (“SPSB") to appaint
SPSB as the sole car park operator vested with car park operations rights inciuding
occupying, managing and operating car park charges in respect of car parking bays
located at Platinum Sentral; from April 2015 up to December 2015 amounted to

RM1,426,669.

SPSB is a wholly owned subsidiary of MRCB.
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AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQREIT"}
[Formerty known as Quil Capita Trust ("QCT"}]

Particulars of material contracts of MQREIT involving the management company and/or
major unitholders' inferests (cont'd.)

Details of material contracts with related parties other than manager’'s fees to the Manager are
as follows (refer to Note 31 to the financial statements): {cont'd.)

{vii} Auxiliary police services with Semasa Services Sdn. Bhd. ("SSRV"} for deployment of
auxiliary police persennei at Platinum Senteal, from April 2015 up to December 2015,
amounted to RM428,220.

S5RV is a wholly owned subsidiary of MRCB.

{(viit} Supply of chilled water by Semasa District Cooling Sdn. Bhd. {"SDC3B") for
installation, maintenance and meter reading for Platinum Senfral, the year to date
charges amounted to RM2,281,709.

SDCSB is a wholly owned subsidiary of MRCB,

{ix) Lease agreement with Malaysian Resources Sentral Sdn. Bhd. ("MRSSBE™ on
encroachment on 2 pieces of land located on Platinum Sentral, measuring totai NLA
of 156,958 sq. ft., amounted to RM&7,078,

MRSER is a wholly owned subsidiary of MRCB.

(x} The Manager has appointed QCSBE as consultant and project manager for
consultancy and project management services for the proposed mulfi-storey car park
construction at QB2 for a confract sum of RM925,614 exclusive of GST. The work
has yet to be commenced as of 31 December 2015.
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AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quilt REIT ("MQREIT")
[Formerly known as Quill Capita Trust ("QCT")]

Changes in material litigations

The Manager is not aware of any pending malerial litigations since the last reporting date up to
the date of this repost.

Manager's responsibility for the annual audited accounts

The Manager is responsilile for the preparation of the annual audited financial statements of
the Group.

Other statutory information

(a) Before the statement of comprehensive income and statement of financial position of the
Group were made out, the directors of the Manager took reasonable steps:

{iy to ascertain that proper action had been taken in refation to the writing off of bad
debis and the making of allowance for doubiful debts of receivables and satisfied
themselves that there were no known bad debts and that adequate alfowance had
heen made for doubtful debts; and

(i} to ensure that any current assets which were unlikely to realise their values as shown
in §he accounting records in the ordinary course of business had been written down
to an amount which they might be expected so to realise.

(b) At the date of this report, the directors of the Manager are not aware of any circumstances
which would render:

() it necessary to write off any bad debts or the amount of the allowance for doubtful
debts in the financial statements of the Group imadequate to any substantial extent;

and

(i) the values attributed to the current assets in the financial statements of the Group
misleading.

(c)} At the date of this report, the directors of the Manager are not aware of any circumstances
which have arisen which would render adherence to the existing method of valuation of
assets or {iabilities of the Group misleading or inappropriate.

(d) Atthe date of this report, the directors of the Manager are not aware of any circurnstances
not otherwise dealt with in this report or financial statements of the Group which would
render any amount stated in the financial statements misieading.

fe) Atthe date of this report, the directors of the Manager are not aware of any circumstances
not otherwise dealt with in this report or financial statements of the Group which would
materially affect the interests of the unitholders,
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AUDITED FINANCIAL STATEMENTS GF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MGREIT")
[Formerly known as Quill Capita Trust ("QCT"})]

Other statutory information (cont'd.)

(f) At the date of this report, there does not exist:

(i) anycharge on the assets of the Group which has arisen since the end of the financial
year which secures the liabilities of any other person; or

(ily any contingent tiability of the Group which has arisen since the end of the financial
year.

{g) Inthe opinion of the diractors of the Manager:

(i) no contingent or other liability has become enforceable or is likely to become
enforceable within the period of twelve months afler the end of the financial year
which will or may affect the ability of the Group to meet its obligations as and when
they fall due; and

(i no item, transaction or event of a material and unusual nature has arigen in the
interval between the end of the financial year and the date of this report which is
likely to affect substantially the results of the operations of the Group for the financial
year in which this report is made.

Other significant events

{a) Proposed Acquisition; Proposed Placement; Proposed Authotity to allot new Units
for the purpose of the payment of Managementi Fee in the form of new Usits;
Proposed Increase in the existing Approved Fund Size; Proposed Change of Name
and Proposed Amendments to the Trust Deed (collectively referred to as the
"Proposals”)

As announced on 8 January 2015, the Trustee and MRCB Sentral Properties Sdn. Bhd.
("MSP"} had, via a second supplemental letter dated 8 January 2015, mutually agreed to
further extend the Conditional Period by a period of 3 months, thereby amending the last
day of the Extended Conditional Penod from 9 January 2015 to 9 April 2015 (“Further
Extended Conditional Period™), to fulfil ali the Conditions Precedent in the Sale and
Purchase Agreement ("SPA".

For the purpose of clarification, the peried for fulfiment of the condition precedent in
clause 4.1(h) of the SPA, which is set out in Section 2.3(v}{h) of the announcement dated
10 Agpril 2014 (such as the Trustee having received the proceeds from the Proposed
Placement or from the underwriting of the Units in relation to the Proposed Placement),
shail not be aulomatically extended by a further period of 3 months after the expiry of the
Further Extended Conditional Period.

As announced on 22 January 2015, the listing application in respect of the listing of and
guotation for the new Unifs to be issued pursuant to the Proposed Acquisition, Proposed
Placemenl and Proposed Authority were submitted to Bursa Malaysia on 22 January
2015,
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AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT {"MQREIT"}
[Formerly known as Quill Capita Trust ("QCT")]

Other significant events {cont'd.}

(a) Proposed Acquisition; Proposed Placement; Proposed Authority to allot new Units
for the purpose of the payment of Management Fee in the form of new Units;
Proposed Increase in the existing Approved Fund Size; Proposed Change of Name
and Proposed Amendments fo the Trust Deed {(collectively referred to as the
“"Proposals”) [{cont'd.}]

As announced on 16 February 2015, Bursa Malaysia had, vide its letter dated 16 February
20158, approved the following:

{i} listing of and quotation for 206,250,000 new Units to be issued pursuant to the
Proposed Acquisition;

(i) listing of and quotation for up to 85,000,000 new Units to be issued pursuant to the
Proposed Placement; and

(iii} listing of and gquolation for up to 18,619,000 new Units {o be issued pursuant to the
Proposed Authority.

The above approval granted by Bursa Malaysia was subject to the following conditions:

(il QCT and Hong Leong Investment Bank Berhad ("HLIB") must fully comply with the
relaevant provisions under the Listing Requirements pertaining to the implementation
of the Proposed Acquisition, Proposed Placement and Proposed Authority;

(i} QCT and HLIB to inform Bursa Malaysia upon the completion of the Proposed
Acquisition, Proposed Placement and Proposed Authority;

(i) QCT to furnish Bursa Malaysia with a certified true copy of the resolution passed by
the unitholders in general meeting approving the Proposed Acqguisition, Proposed
Ptacement and Proposed Authority.

On 12 March 2015, QCT announced that its unitholders have supported and approved
QCT's Proposed Acquisition of Platinum Sentral at the Extraordinary General Mesting
{"EGM"} held on 12 March 2015 and the unitholders of QCT have, af the Meeting held on
the same day, approved all the resolutions as set out in the Notice of Meeting for the
EGM, wherein all the resclutions were duly carried by way of poll.

As announced on 17 and T8 March 2015, following the bogk-building exercise, the Board
had, on 17 March 2015 {"Pre-Fixing Date"}, fixed the issue price of the Placement Units at
RM1.20 per Unit, representing a discount of approximately 1,86% or RM(0.0227 to the 5-
day Volume Weighted Average Market Price ("VWAMP"} of the Units up to and including
16 March 2015, being the last trading date immediately prior fo the Frice-Fixing Date, of
RM1.2227. The total of 65,000,000 Units aliocated to selected investors representing
approximately 16.66% of the existing approved fund size of QCT of 350,131,000 units,
raised gross proceeds of approximately RWM78,000,000.
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AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quilt REIT ("MQREIT")
[Formerly known as Quifl Capita Trust ("QCT"}]

Other significant events (cont'd.)

{a) Proposed Acquisition; Proposed Placement; Proposed Authority to allot new Units
for the purpose of the payment of Management Fee in the form of new Units;
Proposed Increase in the existing Approved Fund Size; Proposed Change of Name
and Proposed Amendments to the Trust Deed (collectively referred to as the
“"Proposals”} [{cont'd.)]

An announcement was made on 24 March 2015, that all the conditions precedent under
the SPA for the Proposed Acquisition were fulfilled on 23 March 2015. Accordingly the
SPA for the Proposed Acquisition had become unconditional on even date.

As announced in the Trust's Addilional Listing Announcement on 27 March 2015, a private
placement of 65,000,000 units was placed at the unit price of RM1.20 per Unit and listed
on the Main Market of Bursa Malaysia on 30 March 2015. In the same announcement,
206,250,000 new Units were issued to MSP, a wholly-owned subsidiary of MRCB at an
issue price of RM1.28 per Unit pursuant to the Proposed Acqguisition of Platinum Sentral.

As announced on 30 March 2015, 65,000,000 Placement Unils issued pursuant to the
Proposed Placement and 206,250,000 Consideration Units issued pursuant te the
Propesed Acquisition have been listed and quoted on the Main Market of Bursa Malaysia
on 30 March 2015, thereby marking the comnpletion of the Proposed Placement and

Proposed Acguisition.

As anncunced on 31 March 2015, the proposed change in shareholding structure of QCM
was completed on the even day.

As announced on 21 April 2015, the Third Supplemental Deed dated 2 April 2015
governing QCT ("Third Supplemental Deed"} has been registered by and lodged with the
SC on 14 April 2015 and 20 Aprit 2015 respectively. The Third Supplemental Deed takes
effect from 14 April 2015 and the name of GQCT has been changed from "Quill Capita
Trust" fo "MRCB-Quill REIT".

As announced on 25 May 2015, the management company of MRCB-Quill REIT (formerly
known as Quill Capita Trust) has changed its name from "Quill Capita Management Sdn.
Bhd." to "MRCB Quill Management Sdn. Bhd.",

As announced on 16 February 2015, Bursa Malaysia had, via its letter dated 16 February
2015, approved the listing of and guotation for up to 18,619,000 new Units for the purpose
of the payment of management fee.

As announced on 23 July 2015, an application has been submitted to Bursa Malaysia to
seck for extension of & months frort 16 August 2015 to 15 Febtuary 2016 for the
Proposed Authority. Announcement has been made on 30 July 2015 that Bursa Malaysia
had, vide its letter dated 29 July 2015, approved an extension of time fram 16 August
2015 to 15 February 2016 pursuant to Paragraph 6.62(1) of the Main Market Listing
Requirements of Bursa Malaysia.
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AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quilt REIT ("MIQREIT")
[Formerly known as Quili Capita Trust ("QCT")]

Other significant events {cont'd.)
{b} Proposed disposal of QB10

As announced on 25 February 2015, the Trustee, acting solely in the capacity as trustee
for and on behalf of QCT, had entered into a SPA with Aldwych Capital Sdn. Bhd.
{formerly known ag Superplas Trading Sdn. Bhd.} for the disposal of a 5-storey office
building together with a level of basement car park located at No. 2A, Lorong 13/6A,
Section 13, 46200 Petaling Jaya, Selangor erected on a parcel of [easehold fand held
under Pajakan Negeri 3699, Lot 57 Seksyen 13, in the town of Petaling Jaya, District of
Petaling and state of Selangor for a cash ¢onsideration of RM27.3 million.

As announced on 7 September 2015, the Proposed Disposal was completed on 4
September 2015 in accordance with the terms and conditions of the SPA executed on 25

February 2015,

{c) Award of Contract to a Related Party (under Paragraph 9.43(1} of the Main Market
Listing Requiremenis)

As announced on 13 November 2015, the Board of Directors of MQM, the management
company of MQREIT on behalf of MQREIT, has appointed QCSB as consultant and
project manager for consultancy and project management services for the proposed multi-
storey car park construction at QB2 for a contract sum of RM925,614 exclusive of GST

("Appointment").
The transaction with QCSB is regarded as a Related Party Transaction ("RPT") by virtue

of QCSB being a company within the Quill Group and is related to MQREIT's major
unitholders namely QPSB, QLSB, QESSB, as well as QRHSB.
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AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQREIT")
[Formerly known as Quill Capita Trust ("QCT"}]

Other significant events (cont'd.}

{d) Execution of Heads of Agreement {("HOA") between MQREIT and 348 Sentral Sdn.
Bhd. ("Vendor"}, a wholly-owned subsidiary of MRCB

As announced on 3 December 2015, the Trustee, had on 3 December 2015, entered into
HOA with the Vendor for the propesed acquisition of a 33 storey office lower known as
Menara Shell tagether with a 5 storey podium and 4 storey basement car park, bearing the
postal address of No. 211, Jalan Tun Sambanthan, 50470 Kuala Lumpur, Wilayah
Persekutuan, Malaysia {collectively "the Property") erected on part of a freehold land held
under Geran 40094, Lot 348, Section 72, Town and District of Kuala Lumpur, Wilayah
Persekutuan Kuala Lumpur for a purchase consideration of RM840 million ("Proposed

Acquisition).

The purchase consideration of RM640 miflion for the Proposed Acquisition is based on
valuation and is subject to such adjustment {if any) prior te the execution of the definitive
SPA. The purchase price will be satisfied by MQREIT via a combination of cash and
issuance of new MQREIT units, which allocation shall be mutually determined and agreed
upon prior to the execution of the SPA.

The Proposed Acquisition shall be conditional upon, among others, approvals being
obtained from the shareholders of the Vendor and MRCB, unithalders of MQREIT and the

relevant authorities.

The Proposed Acquisition is subject to a SPA to be entered into between the Trustee and
the Vendor (collectively, the “Parties") within 30 business days from the dale of the HOA
("Cut-Off Date™) with an automatic extension of a further period of 30 business days in the
event that MQREIT is unable to complete its due diligence investigations by the Cut-Off
Date, and thereafter, such further extension of time as may be mutually agreed,

During this time, or up to the date when the Parties have entered into a definitive SPA, the
Parties agree to co-operate exclusively with each other with respect to the Proposed

Acguisition.

A detailed announcement will be made upon signing of the SPA.

Astramina Advisory Sdn. Bhd. has been appointed as Transaction Arranger for the
Proposed Acguisition.
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MRCB-Quill REIT ("MQREIT")
[Formerly kinown as Quill Capita Trust ("QCT")]

Other significant events {cont'd.)

(e) Renewal of tenancy with a Related Party (under Paragraph 9.43(1) of the Main
Market Listing Requirements)

As announced on 14 December 2015, the Trustee, had on 14 December 2015 renewed
the tenancy of the premises known as Unit G02-G04, Ground Floor at Platinum Sentral to
PBSE for a term of one year with an option {o renew for a further term of one year at an
estimated annual rental of RM787,000 ("Tenancy Renewal").

PBSB was incorporated in Malaysia under the Companies Act, 1965 on 11 December
2006 and its principal activity is property development.

PBSB is a 51% subsidiary of MRCB, which is a major unitholder of MQREIT and a major
shareholder of the Manager. The balance 48% shareholding in PBSB is heid by QRSB, a
member of the Quill Group, which is also related to MQREIT's major unitholders namely
QPSB, QLSB, QESB as well as QRHSB which is a major shareholder of the Manager,

The Tenancy Renewal will not have any material effect on earnings, NAV and gearing of
MQREIT. The Audit Committee is of the opinion that the terms of the Tenancy Renewal
are fair, reasonable and on nommal commercial terms and will not he detrimental to the
interests of the non-interested unitholders of MQREIT.
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AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont'd)

MRCB-Quill REIT ("MQREIT"}
[Formerly known as Quill Capita Trust ("QCT")]

Subsequent event

Proposed Authority to allot new Units for the purpose of the payment of Management
Fee in the form of new Units ("Proposed Authority")

Pursuant to Paragraph 6.62{1) of the Main Market Listing Requirements of Bursa Malaysia,
stipulates that a proposal relating to the Issuance of securitles must be completed within 6

months from the date of listing approval by Bursa Malaysia, failing which the listing approval
given with regard to the proposal will lapse.

As announced on 28 January 2016, an application has besn submitted to Bursa Malaysia on
28 January 2016 to seek a further sxtension of time of 6 months from 16 February 2016 to 15
August 2016 to implement the Proposed Authority.

Auditors

The auditors, Ernst & Young, have expressed their willingness 1o continue in office.

Signed on behalf of the Manager, MRCB Quill Management Sdn. Bhd..

™
= O,
Dato' Michael OngA.eng Chun Ann Wan Tee
Director Director

Kuala Lumpur, Malaysia
22 February 2016
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AUDITED FINANCIAL STATEMENTS OF MQ REIT ¥OR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MGREIT")
[Formerly known as Quil! Capita Trust ("QCT")]

Statement by manager

We, Dato' Michael Ong Leng Chun and Ann Wan Tee, being two of the directors of the
Manager, MRCB Quill Management Sdn. Bhd., do hereby state thal, in the opinion of the
directors, the accompanying financial statements set out on pages 43 to 116 are drawn up in
accordance with Malaysian Financial Reporling Standards, International Financial Reporting
Standards and applicable provisions of the Trust Deed and Guidelines on Real Estate
Investment Trusts issued by the Securities Commission so as 1o give a true and fair view of the
financial position of the Group as at 31 December 2015 and its financial performance and cash
flows of the Group for the year then ended.,

Signed on behalf of the Manager, MRCB Quill Management Sdn. Bhd..

o~
éw o
[ IFY

Dato’ Michael Ong Leng Chun Ann Wan Tee
Director Director

Kuala Lumpur, Malaysia
22 February 2016

Statutory declaration

{, Yong Su-Lin, being the officer primarily responsible for the financial management of MRCB-
Quill REIT, do solemnly and sincerely declare thal the accompanying financial statements set
out on pages 43 o 116 are in my opinion correct, and t make this solemn declaration
conscientiously believing the same fo be frue and by virtue of the provisions of the Statutory
Declarations Act, 1960.

H'/ ’) ( /
Subscribed and solemnly declared by o / _ \)J/v\
the abovenamed Yong Su-Lin (ot f/ /
at Kuala Lumpur in kg ] /
on 22 February p (,;"' Yorg Su-Lin
//

MNo: W 562
Before'mte. ampuMOHAMMAD
Commissidees fﬁ%@f})m Bi MUSTATFA

H-1-10,
Plaza Damas,
Jalan Sri Hartamas 1, a9
50480 Kuala Lumpur
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AUDITED FINANCIAL STATEMENTS OF M(Q REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

Maybank Trustees Berhad {5004-)
th Floal, Meraza Miaybani,

100 Jalan Tun Perak,

50050 Kuala Luraper, Malaysia
Telephone 4603 2076 88%3 / 2076 53653

R Facsimile  +GO3 20709387
Trustee's report to the Unitholders of MRCB-QUILL REIT sk ron g

We have acted as Trustee of MRCB-Quill Reit ("MQREIT") [Formerly known as Quill Capita
Trust] for the financial year ended 31 December 2015. To {he best of our knowledge, MRCB
Quill Management Sdn Bhd ("the Manager") [Formerly known as Quill Capita Management
Sdn. Bhd.] has managed MQREIT in the financial year under review in accordance to the
following:

{(a) the limilation imposed on the investment powers of {he Manager and the Truslee under
the Trust Deed, other applicable provisions of the Trust Deed, the Guidelines on Real
Estate Investment Trusts issued by Securities Commission talaysia, the Capilal Markeis
& Services Act 2007 and other applicable laws; and

(b) the valuation of MQREIT is carried oufl in accordance with the Trust Deed and other
regulatory requirements,

A lotal income distributions of 4.10 sen per unit for the period of 1 January 2015 to 30 June
2015 were paid on 15 April 2015 (of 1.88 sen per unil) and 28 August 2015 (of 2.22 sen per
unit) respectively. Proposed final gross distribution of 4.37 sen per unit far the period of 1 July
2015 to 31 December 2015 will be payable on 29 February 2016 to all unitholders as at book
closure date of 11 February 2016.

We are of the view that the distribulions ate consistent with the objectives of MQREIT.

For and on behalf ot AYBANK FRU =;ﬁ=
Vilw

, Operations
Kuala Lumpur
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AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

it 3o -

Building a better
working warld

Independent auditors’ report to the unitholders of
MRCB-Quill REIT ("MQREIT")
[Formerly known as Quitl Capita Trust ("QCT™)]

Report on the tinanclal statements

We have audited the {inancial statements of MRCE-Quill REIT ("MQREIT™) [formerly known as
Quill Capita Trust (*QCT"™)], which comprise the statement of financial position as at 31
December 2015, and the statement of comprehensive income, statement of changes in net
asset value and statement of cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory notes, as set out on pages 43 to 116,

Manager's and Trustee's responsibility for the financial statements

The Manager of MQREIT is respansible for the greparation of financiat statements so as to
give a true and fair view in accordance with Malaysian Financial Reporting Standards,
international financial Reparting Standards and applicable pravisions of the Deed and
Guidelines an Real Estate Invesiment Trusts issued by the Securities Commission Malaysia,
The Manager is also responsible for such internal cantral as the Manager determines is
necessary to enable the preparation of financial statemenfs that are free from material
misstatement, whether due to fraud or error,

Auditors' responsibility

Our responsibility (s to express an opinion on these financial statemenis based an our audit.
We conducted our audit in accordance with approved standards on audifing in Malaysia.
Those standards require that we comply with ethical requirements and plan and perform the
audit to obtain reasonable assurance about whether the financial statements are [ree from
material misstatement.

An audit invalves perfarming procedures to obtain audit evidence ahout the amounts and
disclosures in the financial statements, The procedures selected depend on our judgement,
including the assessment of risks of material misstatement of the financial statements,
whether due to fraud or error. in making those risk assessiments, we consider internal
contro} relevant to MQREIT's preparation of financial statements that give a true and fair
view in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of MQREIT's internal control,
An audit also includes evatuating the appropriateness of accounting policies used and the
reasonabieness of accounting estimates made by the Manager, as well as evaluating the
averall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion,
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AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

EY

Building a better
working world

independent audifors' report to the unitholders of
MRCB-Quill REIT ("MQREIT™ [(coni'd.)]
[Formerly known as Quiil Capita Trust ("QCT")]

Qpinion

In our agpinion, the financial statements give a true and fair view of the financial position of
MOREIT as at 31 December 2015 and of ils financial performance, the changes in net asset
value and the cash flows of MQRE!T for the year then ended in accordance with Malaysian
Financial Reporting Standards, International Financial Reporting Standards and applicable
provisions of the Deed and Guidelines on Real Estate Investment Trusts issued by the
Securities Commission Malaysia.

Cther mafters

This report is made solely to the unitholders of MQREIT, as a body, and for no other purpose.
We do not assume responsibility to any other person for the content of this report.

g
Ernst & Kua Choh Leang
AF: 0039 No, 2716/01/17(J)
Chartered*Accodntanis Chartered Account

Kuala Lumpur, Malaysia
22 February 2016
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AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quilt REIT ("MQREIT"}
[Formerly known as Quill Capita Trust ("QCT")]

Statement of comprehensive income
For the financial year ended 31 December 2015

Group
tote 2015 2014
RM RM
Total income
Revenue 5 115,174,498 70,249 414
Property operaling expenses B {24,902,859) {16,924,236)
Net property income 90,271,639 53,325,178
interest income: 927,484 724,223
Net fair value gain on investment properties 14 6,677,375 5,120,279
Gain on divestment of investment property 594,734 -
98,471,232 60,162,680
Total expenditure
Managet's fees 7 (B,553,750) (5,389,038}
Trustee's fee 8 (436,003} {257.451)
Finance costs 9 (27.983,598) {14,053,811)
Valuation fees {243,000) {190,000}
Auditors' remuneration (140,960) {123,500}
Tax agent's fee (34,128) 81,600
Administrative expenses (381,793) 45,642
(37,773,232) (19,886,658)
Income before taxation 60,698,000 40,283,022
{ncome tax expense 10 - -
Income net of taxation 60,688,000 40,283,022
Other comprehensive income:
MNet fair value gain on derivatives 1,056,288 201,009
Total comprehensive income for
the financial year 61,754,288 40,484,031
Net income for the year is made up as follows:
- Realised 54,020,625 34,162,743
- Unrealised 6,677,375 6,120,279
60,698,000 40,283,022
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AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

fMRCB-Quill RE{T ("MQREIT")
{Formerly known as Quill Capita Trust ("QCT")]

Statement of comprehensive income
Far the financial year ended 31 December 2015 (cont'd.)

Nate

Eamings per unit
After manager's fees (sen) 11(a)
Before manager's fees (sen) 11(b)
Earnings per unit (realised}
After manager's fees (sen) 11(c)
Before manager's fees (sen) 11(d}
Income distributian
{nterim distribution of 4,10 sen paid

on 28 August 2014 (RM) ‘ 12
1st interim distribution of 1,88 sen paid

on 15 April 2015 (RM) 12
2nd interim distribution of 2,22 sen paid

on 28 August 2015 (RM) 12
Froposed final distnbution:
- 4,28 sen payable on 27 February 2015 (RM) 12
- 4.37 sen payable on 29 February 2016 (RM) 12

income distribution per unit

intedm distribution per unit
Gross (sen) 3 '

Final distribution per unit
Gross (sen) s

Group

2015 2014
10.18 10.33
11.82 11,71

9.06 8.76

10.50 10.14

- 15,995,371
7,334,463 -
14,682,658 -
- 16,657,607
28,902,350 -
50,919,471 32,692,978
1 2

4.10 4.10

4.37 4.28

! Based on 390,131,000 units entitled to 1st interim distribution; and 661,381,000 units
entitled to 2nd interim distribution and propased final distribution;
2 Based on 390,131,000 units entitled to distribution for financial year 2014;

3 Income distributed to resident individuals, non-resident individuals, resident institutionat
investors, non-resident institutional investars and nan-resident companies are subject to

witholding tax.

* The proposed finat income distribution will be recognised and paid in the immediate

subsequent financial year.

The accompanying accounting policies and explanatory notes form an integral part of the

finangial statements.
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AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont'd)

MRCB-Quill REIT ("MQREIT")

[Formerly known as Quill Capita Trust {("QCT")]

Statement of financial position
As at 31 December 20156

Assets

Non-current assets
Plant and equipment
tnvestment properties
Derivatives

| ease recelvable

Current assets

Trade and other receivables
Derivatives

Lease receivable

Cash and cash equivalents

Total assets
{.iahilities

Non-current ltabilities
Borrowings
Security deposits

Current liabilities

Trade and other payables
Borrowings

Security deposits

Totai liahilifies

Net assets value ("NAV")

Unitholiders' funds

Unitholders' funds attributable to
unitholders of MQREIT

Unitholders' capital

Undistributed and non-distributable income
Total unitholders' funds
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Note

13
14
15
16

17
15
16
18

20

18
20

21

Group
2015 2014
RM RM
236,582 17,376
1,569,800,000 837,700,000
1,694,224 1,224,183
2,000,864 -
1,5673,631,670 838,941,568
5,648,126 6,142,148
666,257 -
409,684 -
44,863,963 23,288,996
51,608,030 29,431,144
1,625,239,700 868,372,713
500,811,606 305,113,452
15,572,463 7,503,503
516,384,069 312,616,955
13,574,839 12,241,188
188,810,256 -
2,515 677 2,263,561
205,000,772 14,504,749
721,384,841 327,121,704
903,854,859 541,251,009
751,276,357 411,712,067
152,578,502 128,538,942
903,854,859 541,251,009




APPENDIX B(II)

AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCEB-Quitl REIT ("MQREIT"}
[Formerly known as Quilt Capita Trust {"QCT")]

Statement of financial position
As at 31 December 2015 {cont'd.}

Group
Note 2015 2014
RM RM
Net asset value per unit
Before income distribution’ 1.3666 1.3874
After income distribution” 1.3229 1.3448
NMumber of units in circulation
As at 31 December (units) 21 661,381,000 390,131,000

! Before the proposed final income distribution of 4.37 sen per unit {2014; 4.28 sen per unit)
2 After the proposed final income distribution of 4.37 sen per unit (2014 4.28 sen per unit)

The accompanying accounting policies and explanatory notes form an integral partt of the
financial statements.

46

B-79



08-d

Ly
'S)USWS]ES BIDURLY BY} jo Ved reaBajur we wioy sejou Alojeue|dxa pue sapljod Bujjunoaoe Buluedwonoe ay
80O LEZL¥S  IPB'BESBZL €6l vee | €89 6PZ LOI 980’880 ¢ 2807V LY 107 18qWaosq L 3y
(8/6'269Z8)  (B.B'Z69'ZE) - - (8.6'768°2E) - Sl8p[oyYlun o} UoHNqUIsIq
SIaployNUn UM SUORDESUR) |
[8R'EPB'ELS  0Z6'LETZ 28t E61'¥2T'L £89'6¥Z L0 #0292 86 1902 Ly
L2078% 0¥ LED'#8% OF 600102 812°0zlL'Q EPLCOL pE - JesA |eluBUl By}
IO} BLUODU BAIsHaYSsdWOoD 1BlO |
OGB'B8GY'EES 688 /P LTI ¥8L'€Z0'L 0¥’ SZTL'G6 10E'665'ST L80'TLL LY vLoz Aaenuepr Ly
6G8 $SBE06  Z0G 8.5 ¢gl 18%'08Z'2 RSO €26 L0) EOBVLETY 1GE9.T LG SLOZ equadaq LEIY
IRV I CTR VR - - (8z2'v1l8E) - slapjoyyun o} Uopnquysiq
sloploy}iun s suoljoesues |
e N A A D L8v'08Z'2 960 £26' /0% L89'680°18 LGE'8.2'LGL
88Z'¥S. 19 887 PSL LS 882'950"} GLE°2299 §629'0Z0'vS - Jeak jepueuy sy
10} awooul aaisuayalduwlod {8jo 1
(012'6e7'2) - - - - (gL2'sev'D) sjuslane|d/siun mau
JO SOUBNSSI UO SBSUadxg
000’0002 - - - - 000°000"2¥E G10Z Yolep Og 1o
SIUBSLUBOE(C/SHUN MBU 10 IDUENSS|
BOCLSE LYS  EZPE'BES'6ZL £61'¥22'L £89°G¥T' 10 990'690°22 PRl ANMAN 4 510z Aenuepr |3y
PSS Wy Wy Wy Wy WY
spuny Loy pas|jesiun pas)jeaiun pasijeal |enides dnoig
S1apjolpiun 9|0ejNgLsSIp-UoL SaAJRALIAP UD  duiooul awoouy Siapoyiun
pue uieB paInquysipun panquisipun
paIngulsipun BNEA 1B} 1O
(2301 [rm-=n== JQEINGLISIP-UON -—-—- 1 9geInguIsIg

S L0z 19qssag] |L£ papud Jeak [e1sueul) ayy Jog
anjeA Jassk jou W sabueys Jo Juswayeg

(. LoD, 18n1) exides 1InD se umouy Apeuuiod]
(. LISHON.) 11T #InD-g0uW

(P.3400) STOT AAGNADAA 1€ AL THIL JO4 LITH O J0 SINIWILVLS TVIDNVNIA QALIANY

{109 XIANAILY



APPENDIX B(II)

AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQREIT")

[Formerly known as Quill Capita Trust ("QCT"}]

Statement of cash flows

For the financial year ended 31 December 2015

Group
Note 2015 2014
RM R
Cash flows from operating activities
Income before taxation 60,608,000 40,283,022
Adjustments for;
Finance costs ] 27,983,588 14,053,811
Depreciation of plant and equiprment 13 13,754 8,806
Net fair value gain on investment properties 14 (6,677,375) (6,120,27%)
Allowance for impairment loss 17 67,372 -
Gain on divestment of investment property (594,734) -
Interest income (927,484) (724,223)
Operating cash flows before changes in
working capltal 80,563,171 47 501,237
Changses in working capital:
Decrease/(increase) in trade and
other receivables 36,958 {3,257,688)
increase in trade and other payables 5,390,163 110,744
Net cash flows generated from
operating activities : 86,980,292 44,354,292
Cash flows from investing activities
Additions to investment properties 14 {751,922,625) (6,019,721)
Proceed from divestment of investment property 27,300,000 -
Purchase of plant and equipment 13 (233,000) (16,700)
Investment in lease receivable 16 (2,410,548) -
Interest income 887,706 733,190
Net cash flows used in investing activities (726,376,467) (5,303,231)
Cash flows from financing activities
Distribution to unitholders (38,714,728) {32,652 978)
Proceeds from berrowings 20 534,000,000 15,000,000
Proceeds from issuance of new units/placements 21 342,000,000 -
Repayment of borrowings 20 (145,000,000} (15,000,000)
Expenses paid on issuance of new
units/placements 21 (2,435,710) -
Finance costs paid (28,866,420) {13,984,500)
Net cash flows generated from/{used in}
financing activities 660,963,142 (46,677,478)
Net increasef{decrease) in cash and
cash equivalents 21,674,967 (7.628417)
Cash and cash equivalernts at 1 January 23,288,996 30,815413
Cash and cash equivalents at 31 December 18 44,863,963 23,288,956

The accompanying accounting policies and explanatory notes form an integral pant of the

financial statements.
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APPENDIX B(II)

AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQREIT")
[Formerly khown as Quill Capita Trust ("QCT")

Notes to the financial statements far the financial year ended 31 December 2015

1. MQREIT, the Manager and their principal activities

MRCB-Quill REIT ("MQREIT") [formerly known as Quill Capifa Trust ("QCT")] was
constituted under a Deed dated 9 October 2006 (the "Trust Deed"), by MRCB Quill
Management Sdn. Bhd. [formerly known as Quill Capita Management Sdn. Bhd. ("QCM"}]
as the manager (the "Manager”) and Maybank Trustees Berhad as the trustee {the
"Trustee"), and a Supplemental Deed dated 27 August 2007, Second Supplemental Deed
dated 28 May 2013 and Third Supplemental Deed dated 2 April 2015, and is categorised
as a real estate investment trust. MQREIT comimenced its operations in 2006 and was
listed on the Main Market of Bursa Malaysia Securities Berhad {"Bursa Malaysia™ on 8

January 2047,

The principal activity of MQREIT involves acquisition of and investment in commercial
properties, primarily in Malaysia. The principal activity of each of the special purpose
enlities of the Group is to faciiitate financing for MQREIT as disclosed in Note 22 to the
financial statements. There have been no significant changes in the nature of these
activifies during the financdial year.

The Manager is a company incorporated in Malaysia. The principal activity of the Manager
is fo manage MQREIT. There has been no significant change in the nature of these
activities during the financial year.

The financial statements were authorised for issue by the Manager in accordance with a
resolution of its directors on 22 February 2016.

2. Term of MQREIT

MQREIT will continue its operations until such time as determined by the Trustee and the
Manager as provided under Clause 26 of the Trust Deed.

3. Summary of significant accounting policies
3.1 Basls of preparation
The financial statements of the Group have been prepared in accordance with
Malaysian Financial Reporting Standards ("MFRS™), International Financial

Reporting Standards ("IFRS™ and applicable provisions of the Trust Deed and
Guidelines on Real Estate Investment Trusts issued by Securities Commission {("SC

REIT Guidelines").

The financial statements have been prepared on the historical cost basis, except as
disclosed in the accounting policies below.

The financial stataments are presented in Ringgit Malaysia ("RM").
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AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT {("MQREIT")
[Formerly known as Quill Capifa Trust ("QCT™)]

3. Summary of significant accounting policies {cont'd.)

3.2 Changes in accounting policies

The accounting policies adopted are consistent with those of the previous financial
year excepf as follows:

On 1 January 2015, the Group adopted the following new and amended MFRS and
IC Interpretations mandatory for annual financial periods beginning on or after 1
January 2015:

Effective for
annual periods

beginning on

Description or after
Amendments to MFRS 119; Defined Benefit Plans: Employee

Contributions 1 July 2014

Annual Improvements to MFRSs 2010 — 2012 Cycle 1 July 2014

Annua! Improvements to MFRSs 2011 - 2013 Cycle 1 July 2014

The adoption of the above standards, amendments and interpretations did not have
any material effect on the financial performance or position of the Group.

Annual Improvemants to MFRSs 2010-2012 Cycle

The Annual improvements to MFRSs 2010-2012 Cydle include a number of
amendments to various MFRSs, which are summarised below. The directors of the
Manager do not anticipate that the application of these amendments will have a
material impact on the Group's financial statements.

Standards Descriptions

MFRS 116 The amendments remove inconsistencies in the accounting for
Property, Plant accumulated depreciation or amortisation when an item of
and Equipment  property, plant and equipment or an intangible asset is
and MFRS 138  revalued. The amendinents clarify that the asset may be
intangible Assets revalued by reference to observable data by either adjusting

the gross carrying amount of the asset to market value or by
determining the market value of the carmying value and
adijusting the gross carrying amount proportionately so that the
resulting carrying anrount equals the market value. In addition,
the accumutated depreciation or amortisation is the difference
between gross and carrying amounts of the asset. This
amendment did not have any impact on the Group.
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AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQREIT")
[Formerly known as Quill Capita Trust ("QCT")]

3.

Summary of significant accounting policies {cont'd.)

3.2 Changes in accounting policies (cont'd.)
Annual Improvements to MFRSs 2010-20312 Cycle (cont'd.}
Standards Descriptiens

MFRS 124 Related The amendments clarify that a management entity providing
Party Disclosures key management personnel setvices to a reporting entity is a
related party of the reporting entity. The reporiing entity should
disclose as related pary fransactions the amounts incurred for
the service paid or payable to the management entity for the
provision of key management personne! services. This
amendment is not applicable to the Group as the Group does
not receive any management services from other entities.

Annual Improvements to MFRSs 2011-2013 Cycle

The Annual improvements to MFRSs 2011-2013 Cycle include a number of
amandments to various MFRSs, which are summarised below. The Group has
applied the amendments for the first time in the current year.

Standards Descripticns

MFRS 43 Fair The amendments lo MFRS 13 clarify that the porifolio
Value exception in MFRS 13 can be applied not only to financial
Measurement assets and financial liabilities, but also to other contracts within

the scope of MFRS 9 (or MFRS 139 as applicable). The Group
does not apply the portfolio exception.

MFRS 140 The amendments to MFRS 140 clarify that an enfity acquiring
Investment investment property must determine whether:
Froperty

- the property meets the definition of investment property in
terms of MFRS 140; and

- - the transaction meets the definition of a business combination
under MFRS 3,

to determine If the transaction is a purchase of an assetoris a
business combination.

In previous financial years, the Group has applied MFRS 3 and
not MFRS 140 in determining whether an acquisition is of an
asset or is a business combination. Accordingly, this
amendment did not have any impact to the Group.
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AUDITED FINANCIAL STATEMENTS OF M(Q REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT {"MQREIT™)
[Formerly known as Quill Capita Trust ("QCT"}]

3. Summary of significant accounting policies {cant'd.)
3.3 Standards and lnterpretations issued but not yet effective

The standards and interpretations that are issued but not yet effective up to the date
of issuance of the Group's financial statements are disclosed below. The Group
intends to adopt these standards, if applicabtle, when they become effective.

Effective for

annual periods

beginning on

Description or after

Annual Improvements to MFRSs 2012 — 2014 Cycle 1 January 2016
Amendments to MFRS 116 and MFRS 138:
Clarification of Acceptable Methods of Depreciation

and Amortisation 1 January 2016
Amendments to MFRS 116 and MFRS 141; Agricufture;
Bearer Plants 1 January 2016

Amendments to MFRS 10 and MFRS 128: Sale or Cantribution
of Assets between an inveslor and its Associate

or Joint Venture Deferred
Amendments {o MFRS 11: Accounting for Acquisitions of

interests in Joirt Operations 1 January 2016
Amendments to MFRS 127: Equity Method in Separate

Financial Statements 1 January 2018
Amendments to MFRS 101: Disclosure Initiatives 1 January 2016
Amendments to MFRS 10, MFRS 12 and MFRS 128: investment

Entities: Applying the Consclidation Exception 1 January 2016
MFRS 14 Regulatory Deferral Accounts 1 January 2016
MFRS 16 Revenue from Contracts with Customers 1 January 2018
MFRS 9 Financial Instruments 1 January 2018

The directors of the Manager expect that the adoption of the above standards and
interpretations will have no material impact on the financial statements in the period
of initial application,
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AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCE-Quill REIT ("MQREIT")
[Formerly known as Quill Capita Trust ("QCT"))

3. Summary of significant accounting policies (cont'd.)
3.3 Standards and Interpretations issued but not yet effective {cont'd.)

Amendments to MFRS 116 and MFRS 138: Clarification of Acceptable Methods
of Depreciation and Amortisation

The amendments clarify that revenue reflects a pattern of economic benefits that are
generated from operating a business (of which the asset forms part of the business)
rather than the economic benefils (hat are consumed through the use of an assat.
As a result, a revenue-based method cannot be used to depreciate property, plant
and equipment and may only be used in very limited circumstances to atmoriise
intangible assets.

The amendments are effective prospectively for annual periods beginning on or after
1 January 2016, with early adoption permitted. These amendments are not expected
to have any impact to the Group as the Group has not used a revenue-based
method to depreciate its non-current assets.

Amendments to MFRS 101: Disclosure Initiatives

The amendments to MFRS 101 include narrow-focus improvermnents in the following
five areas:

- Materiality

- Disaggregation and subtotals

- Notes structure

- Disclosure of accounting policies

- Presentation of itemns of other comprehensive income arising from equity
accounted investments

The directors of the Manager do not anticipate that the application of these
amendments wilt have a material impact on the Group's financiat statements.

MFRS 15 Revenue from Contracts with Customers
MFRS 15 establishes a new five-step model that will apply to revenue arising from
contracts with customers. MFRS 15 will supersede the current revenue recognition

guidance indluding MFRS 118 Revenue, MFRS 111 Construction Contracts and the
related interpretations when it becomes effective,
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AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQREIT™)
[Formerly known as Quill Capita Trust ("QCT")]

3. Summary of significant accounting policies (cont'd.)
3.3 Standards and Interprefations Issued but not yet effective {cont'd.)
MFRS 15 Revenue from Contracis with Customers (cont'd.}

The core principle of MFRS 15 is that an entity should recognise revenue which
depicts the transfer of promised goods or services to customers in an amount that
reflects the consideration o which the entity expects {o be entitfed in exchange for
those goads ar services,

Under MFRS 15, an entity recognises revenue when (or as) a performance
cbligation is salisfied, such as when “control” of the goods or services underlying the
particular performance obligation is transferred to the customer.

Either a full or modified retrospective application is required for annual periods
beginning on or after 1 danuary 2018 with early adoplion permitted. The directors of
the Manager anticipate that the application of MFRS 15 will not have a material
impact on the amounts reporied and disclosures made in the Group’s financial
statements. The Group is currently assessing the impact of MFRS 15 and plans to
adopt the new standard on the required effective date.

MFRS 9 Financial Instruments

In November 2014, MASEH issued the final version of MFRS 9 Financial Instruments
which reflects all phases of the financial instruments projecl and replaces MFRS 139
Financial instrumenis: Recagnition and Measurement and all previous versions of
MFRS 9. The standard introduces new requirements for classification and
Mmeasurement, impairment and hedge accounting. MFRS @ is effective for annual
periods beginning on or after 1 January 2018, with early application pammitied.
Retrospeclive application is required, bul comparative information is not compuisory.
The adoption of MFRS 9 will have an effect on the classification and measurement
of the Group's financial assets, but na impact on the classification and measurement
of the Group’s financial liabililies.

Annual improvements to MFRSs 2012-2014 Cycle

The Annual improvements to MFRSs 2012-2014 Cycle include a number of
amehdments to various MFRSs, which are summarised below. The direclors of the
Manager do not anticipate that the application of these amendments will have a
significant impact en the Group's financial statements.
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AUDITED FINANCIAL STATEMENTS OF M(Q REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT {"MQREIT")
{Formerly known as Quill Capita Trust ("QCT")]

3. Summary of significant accounting policies (conf'd.)
3.3 Standards and Interpretations issued but not yet effective (cont'd.)
Annual Improvements to MFRSs 2012-2014 Cycle (cont'd.)
Standards Descriptions

MFRS 7 Financial The amendment clarifies that a servicing contract that includes
Instruments: a fee can constitute continuing involvement in a financial asset.
Disclosures An entity must assess the nature of the fee and arrangement

against the guidance for confinuing involvement in MFRS 7 in
order to assess whether the disclosures are required.

{n addition, the amendment also clarifies that the disclosures in
respect of offsetting of financial assets and financial fiabilities
are not required in the condensed interim financial report.

MFRS 134 interim  MFRS 134 requires entifies to disclose information in the notes
Financial to the interim financial statemenis 'if not disclosed elsewhere in
Reporting the interim financial report’.

3.4 Basis of consolidation

The consolidated financial statements comprise the financial statements of MQREIT
and the special purpose entities ("SPEs"} [collectively known as "the Group"] as at
the reporting date. The financial statements of the SPEs used in the preparation of
the consolidated financial statemenls are prepared for the same reporting date as
MQREIT. Consistent accounting policies are applied to like transactions and events
in similar circumstances. The SPEs are established for the specific purpose of
raising financing on behalf of MQREIT for the acquisition of real estate and single-
purpose companies.

MQREIT controls the SPEs if and only if MQREIT has all the following:

(iy Power over the SPEs (such as existing rights that give it the current ability fo
direct the relevant activities of the SPEs),

{it Exposure, orrights, to variable returns from its investment with the SPEs; and

(i} The ability fo use its power over the SPEs 1o affect its relurns.

SPEs controlled by MQREIT were established under terms that impose strict
limitations on the decision-making powers of the SPEs management resuiting in
MQREIT receiving all of the benefits related to the SPEs operations and net assets,

All intra-group balances, income and expenses and unrealised gains and josses
resulting from intra-group transactions are eliminated in full.
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AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQREIT"}
{Formerly known as Quill Capita Trust ("QCT")]

3. Summary of significant accounting policies {conf'd.}
3.5 Plant and equipment

All items of plant and equipment are initially recorded at cost. Subsequent costs are
inctuded in the asset's carrying amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with
the itemn will flow 10 the Group and the cost of the item can be measured refiably.
The carrying amount of the replaced part is derecognised. All other repairs and
maintenance are charged to the income statement during the financial period in
which they are incurred.

Subsequent to recognition, plant and equipment are measured at cost less
accumulated depreciation and any accumulated impairment losses. When significant
parts of plant and equipment are required to be replaced in intervals, the Group
recognises such parts as individual assets with specific useful lives and
depreciation, respectively. Likewise, when a major inspection is performed, its cost
is recognised in the carrying amount of the plant and equipment as a replacement if
the recognition criterias are satisfied. All other repairs and maintenance are charged
to the profit or loss during the financial period in which they are incurred.

Depreciation of planl and equipment is provided for on a straight-line basis o write
off the cost of each asset to its residual value over the estimated useful life, at the
following annual rates:

Plant and machinery 20%
Office equipment 33% - 50%
Furniture and fittings 33%

The carrying values of plant and equipment are reviewed for impaiment when
events or changes in circumstances indicate that the carrying value may not be
recoverable,

The residual values, useful life and depreciation method are reviewed at each
financial year end to ensure thal the amount, method and period of depreciation are
consistent with previous estimates and the expected pattern of consumption of the
future economic bensfits embodied in the items of plant and equipment,

An item of plant and equipment is derecognised upon disposal or when no future
econamic benefits are expected from its use or disposal. The difference between the
net disposal proceeds, if any, and the net carrying amount is recegnised in profit or
loss in the period of derecognition.
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AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT {"MQREIT")
[Formerly known as Quill Capita Trust (“QCT")]

3. Summary of significant accounting policies (cont'd.)

3.6 Investment properties

Investment properlies consist of investment in real estate assets primarily in
coramercial properlies. These properties which are held either to earn rental income
or for capital appreciation or for both.

Investment properties are measured initially at cost, including transaction costs. The
carrying amount includes the cost of replacing part of an existing investment
properly at the time that cest is incurred if the recognition crilerias are met; and
excludes the costs of day-to-day servicing of an investment properfy. Subsegquent to
initial recognition, Investment properties are measured at fair value which reflects
market conditions at the reperting date. Fair value is arrived at by discounting cash
fiow projections based on reliable estimates of future cash flows, supported by the
terms of any existing lease and other contracts and (when possible} by extemal
evidence such as current market rent for similar properties in the same location and
condition, and using discount rates that reflect current market assessments of the
uncertainty in the amount and timing of the cash flows. Valuations are performed by
accredited independent valuers having an appropriate recognised professional
gualification and recent experience in the location and category of the properties
being valued.

(Gains or losses arising from changes in the fair vaiues of investment properties are
recognised in the profit or loss in the year in which they arise. A property interest
under an operating lease is classified and accounted for as an investment property
on a property-by-property basis when the Company helds it to earn rentals or for
capital appreciation or both. Any such property interest under an operating lease
classified as an investment property is carried at fair value.

tnvestment properties are derecegnised either when they have heen disposed of or
when they are permanently withdrawn from use and no future economic benefit is
expected from their disposal. The difference between the net disposal proceeds and
the carrying amount of the asset is recognised in profit or loss in the period of
derecognition.

Transfers are made to or from investment property only when there is a change in
use. For a transfer from investment properly to owner-cccupied property, the
deemed cost for subsequent accounting is the fair valiue at the date of change in
use. For a transfer from owner-cccupied property te investment preperty, the
property is accounted for in accordance with the acceunting policy for plant and
equipment as set out in Note 3.5 up to the date of change in use,
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AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQREIT")
[Formerly known as Quill Capita Trust ("QCT")]

3. Summary of significant accounting policies (cont'd.)
3.7 Impairment of non-financial assets

The Group assesses at each reporting date whether there is an indication that an
asset may be impaired. If any such indication exists, or when an annual impairment
assessment for an asset is required, the Group makes an estimate of the asset's
recoverable amount,

Arn asset's recoverable amount is the higher of an asset's fair vatue less costs fo sell
and its value in use. For the purpose of assessing impairment, assets are grouped
at the lowest levels for which there are separately identifiable cash flows (cash-
generating units ("CGU"}}.

In assessing value in use, the estimated fuiure cash flows expected to be generated
by the asset are discounted to their presant value using a pre-tax discount rate that
reflects current market assessments of the time value of monhey and the risks
specific to the asset. Where the carrying amount of an asset exceeds its recoverable
amount, the asset is written down to its recoverabie amount. Impairment losses
recognised in respect of a CGU or groups of CGUs are allocated fo reduce the
carrying amount of the assets in the unif or groups of units on a pro-rata basis.

impairment losses are recognised in profit or loss except for assets that are
praviously revalued where the revaluation was taken to other comprehensive income
("OCI"). In this case, the impairment is also recognised in other comprehensive
income up to the amount of any previous revafuation.

An assessment is made at each reporting date as to whether there is any indication
that previously recegnhised fmpairment tosses may no fonger exist or may have
decreased. A previously recognised impairment loss is reversed only if there has
teen a change in the estimates used to determine the asset's recoverable amount
since the last impairment loss was recognised. if that is the case, the carrying
amount of the asset is increased to its recoverable amount, That increase cannot
axceed the carrying amount that would have been determined, net of depreciation,
had no impairment foss been recognised previously. Such reversal is recognised in
profit or loss unless the asset is measured at revalued amount, in which case the
reversal is treated as a revaluation increase. Impairment loss on goodwill is not
reversed in a subseguent period.
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AUDITED FINANCIAL STATEMENTS OF M(Q REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQREIT™)
[Formerly known as Quill Capita Trust ("QCT")]

3. Summary of significant accounting policies {cont'd.)
3.8 Financial assels
[nitial recognition and measurement

Financial assets are classified, at initial recognition, as financial assels at fair value
through profit or loss, leans and receivables, held-to-maturity investments, available-
for-sale finarcial assets, or as derivatives designated as hedging instruments in an
effective hedge, as appropriate. All financial assets are recognised initially at fair
value plus, in the case of financial assets not recorded at fair value thraugh profit or
loss, transaction costs that are attributable to the acquisition of the financial asset.

Furchases or sales of financial assets that require delivery of assets within a time
frame established by regulation or convention in the market place {regular way
trades) are recognised on the trade date which is usually the date that the Group
commits to purchase or sell the asset.

Subsequent measurement

For purposes of subsegquent measurement, financial assels are classified in four
categories:

- Financial assets at fair value through profit or foss
- Loans and receivables

- Held-to-maturity investments

- Available-for-sale financiat investments

Financial assets at fair value through profit or loss

Financial assets at fair vajue through profit or loss include financial assets held for
trading and financial assets designated upon initial recognition at fair value through
profit or loss. Financial assets are classified as held for trading if they are acquired
for the purpose of selling or repurchasing in the near term. Derivatives, including
separated embedded derivatives are also classified as held for trading unless they
are designated as effective hedging instruments as defined by MFRS 139.

Derivatives embedded in host contracts are accounted for as separate denvatives
and recorded at fair value if their economic characteristics and risks are not ¢losely
related to those of the host contracts and the host contracts are not held for trading
or designated at fair value through profit or loss. These embedded derivatives are
measured at fair value with changes in fair value recognised in profit or loss, Re-
assessment only ocours if there is either a change in the terms of the coniract that
significantly modifies the cash flows that would otherwise be required or a
reclassification of a financial asset out of the fair value through profit or loss.
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AUDITED FINANCIAL STATEMENTS OF M(Q REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQREIT")
[Formerly known as Quilt Capita Trust ("QCT"}]

3.  Summary of significant accounting policies (cont'd.}
3.8 Financial assets {cont'd.}

Subsequent measurement (cont'd.)

Loans and receivables

This category is the most relevant to the Group. Loans and receivables are non-
derivative financial assets with fixed or determinable payments that are not quoted in
an active market, After initial measurement, such financial assets are suhsequently
measured at amortised cost using the effective interest rate ("EIR") method, less
impairment. Amoitised cost is calculated by taking into account any discount or
premium on acquisition and fees or costs that are an integral part of the EIR. The
EIR amottisation is recognised in profit or loss. The losses arising from impairment
are recognised in the profit or loss as finance costs for loans and as patt of cost of
sales or other operating expenses for receivabies,

Held-to-maturity investments

Non-derivative financial assets with fixed or determinable payments and fixed
maturities are classified as held to maturity when the Group has the positive
intention and ability to hold them to maturity. After initial measurement, held to
maturity investments are measured at amortised cost using the EIR, less
impairment. Amortised cost is caleulated by taking into account any discount or
premium on acquisition and fees or costs that are an integral part of the EIR. The
EIR amortisation is recognised in profit or foss. The losses arising from impairment
are recognised in profit or loss as finance costs.

Available-for-saie {"AFS") financial assets

AFS financial assets include equity investmentis and debt securities. Equity
investments classified as AFS are those that are neither classified as held for
trading nor designated at fair vatue through profit or loss. Debt securities in this
category are those thal are intended to be held for an indefinite period of time and
that may be sold in response to needs for liquidity or in response to changes in the
market conditions.

After initial measurement, AFS financial assets are subsequently measured at fair
value with unrealised gains or {osses recognised it OCl and credited in the AFS
reserve until the invesiment is derecognised, at which time the cumulative gain or
loss is recognised in other operating income, or the investent is determined to be
impaired, when the cumulative loss is reclassified from the AFS reserve {o the
statement of profit or loss in finance costs. Interest earned whilst holding AFS
financial assets is repcried as interest income using the EIR method.
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AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT {("MQREIT"}
[Formerly known as Quilt Capita Trust ("QCT")]

3. Sununary of significant accounting policies {cont'd.)
3.8 Financial assefs (cont'd.)
Subsequent measurement (cont'd.)
Available-for-sale {("AFS"} financial assets {cont'd.)

Investments in equity investments whose fair values cannot be reliably measured
are recognised at cost less impairment loss,

The Group evaluates whether the ability and intention to sell its AFS financial assels
in the near term is still appropriate. When, in rare circumstances, the Group is
unable 1o trade these financial assets due to inactive markets, the Group may elect
{0 reciagsify these financial assets if the management has the ability and intention 1o
hoid the assets for foreseeable future or until maturity.

For a financial asset reclassified from the AFS category, the fair value carrying
amount at the date of reclassification becomes its new amortised cost and any
previous gain or loss on the assef that has been recognised in equity is amortised o
profit ar loss over the remaining life of the investment using the EIR. Any difference
between the new amottised cost and the maturity amount is also amortised over the
remaining life of the asset using the EIR. If the asset is subsequently determined to
be impaired, then the amount recorded in equity is reclassified to the statement of

profit or loss.

Derecognltion

A financial asset (or, where applicable, a part of a financial asset or part of a group
of similar financial assets} is primarily derecognised (such as being removed from
the Group's statement of financial position) when:

- The rights to receive cash flows from the asset have expired, or

- The Group has transferred its rights to receive cash flows from the asset or has
assumed ah obligation to pay the received cash flows in full without matetial
delay to a third party under a ‘pass-through' arrangement; and either (a) the
Group has transferred substantially all the risks and rewards of the asset, or (b)
the Group has neither transferred nor retained substantially all the risks and
rewards of the agset, but has transferred control of the asset.
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AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Guill REIT ("MQREIT")
{Formerly known as Quill Capita Trust ("QCT™}]

3. Summary of significant accounting policies {conf'd.)
3.8 Financial assets (cont'd.}
Derecoganition (cont'd.)

When the Group has transferred its rights to receive cash flows from an asset or has
entered into a pass-through arrangerment, it evaluates if and to what extent it has
retained the risks and rewards of ownership. When it has neither transferred nor
retained substantially all of the risks and rewards of the asset, nor transferred
control of the asset, the asset is recognised to the extent of the Group's continuing
involverment in the asset. In that case, the Group also recognises an associated
liability. The fransferred asset and the associated liability are measured on a basis
that reflects the nghts and obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset
is measured at the lower of the original carrying amount of the asset and the
maximum amount of consideration that the Group could be required to repay.

3.9 Derivative financial instruments and hedging activities
Initial recognition and subsaduent measurement

The Group uses derivative financial instruments, such as interest rate swaps to
hedge its interest rate risks. Such derivative financial instruments are initially
recognised at falr value on the date on which a derivative contract iz entered into
and are subsequently remeasured at fair value. Derivatives are carried as financial
assets when the fair value is positive and as financial fiabilities when the fair valug is

negative.

Any gains or losses arising from changes in the fair value of derivatives are taken
directly to profit or loss, except for the effective portion of cash flow hedges, which is
recognised in QCl and later reclassified to profit or loss when the hedge item affects
profit or loss.

For the purpose of hedge accounting, hedges are classified as:

- Fair value hedges when hedging the exposure to changes in the fair value of a
recognised asset or liability or an unrecognised firm commitment.

- Cash flow hedges when hedging the exposure to varnability in cash flows that is
either attributable to a particular risk associated with a recoghised asset or
liabitity or a highly probrable forecast transaction or the foreign currency risk in
an unrecognised firmi commitment.

- Hedges of a net investment in a foreign operation,
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AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQREIT")
[Formerly known as Quill Capita Trust ("QCT")]

3.  Summary of significant accounting policies (cont'd.)
3.9 Derivative financial instruments and hedging activities {cont'd.)
Inifia! recognition and subsequent measurement (cont'd.)

At the fnception of a hedge relationship, the Group formally designates and
documents the hedge relationship to which it wishes to apply hedge accaunting and
the risk management objective and strategy for underaking the hedge. The
documentation includes identification of the hedging instrument, the hedged item or
transaction, the nature of the risk being hedged and how the entity will assess the
effectiveness of changes in the hedging instrument's fair value in offsetting the
exposure to changes in the hedged item's fair value or cash flows attributabie to the
hedged risk. Such hedges are expected to be highly effective in achieving offsetting
changes in fair value or cash flows and are assessed on an ongoing basis to
determine that they actually have been highly effeclive throughout the financial
reporting periods for which they were designated.

Hedges that meet the strict criteria for hedge accounting are accounted for, as
described below:

Fair value hedges

The change in the fair value of a hedging instrument is recognised in the statement
of profit or loss as a finance cost. The change in the fair value of the hedged item
attributable to the risk-hedged is recorded as part of the carrying value of the
hedged item and is also recognised in the statement of profit or loss as a finance
cost.

For fair value hedges relating to items carried at amortised cost, any adjustment to
carrying value is amortised through profit or loss over the remaining term of the
hedge using the EIR method. EIR amortisation may begin as seon as an adjustment
exists and no later than when the hedged item ceases to be adjusted for changes in
its fair value attributable to the risk being hedged.

If the hedged item is derecognised, the unamorised fair value is recognised
immediately in profit or loss. When an unrecognised firm commitment is designated
as a hedged item, the subsequeni cumulative change in the fair value of the firm
commitment attributable to the hedged risk is recognised as an asset or Kabilily with
a corresponding gain or loss recognised in profit or loss.

Cash flow hadges
The effective portion of the gain or loss on the hedging instrument is recognised in

OC! in the cash flow hedge reserve, while any ineffective portion is recognised
immediately in the statement of profit or foss as other operating expenses.
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MRCB-Quill REIT ("MQREIT")
[Formerly known as Quill Capita Trust ("QCT")]

3. Summary of significant accounting policies (cont'd.)
3.9 Derivative financial instruments and hedging activities (cont'd.)
tnitial recognition and subsequent measurement {Cont'd.)

Cash flow hedges (con{'d.)

Amounls recognised as OCl| are transferred to profit or loss when the hedged
transaction affects profit or loss, such as when the hedged financial income or
financial expense is recognised or when a forecast sale occurs. When the hedged
item is the cost of a non-financial asset of non-financial liability, the amounts
recognised as QCI are transferred to the initial carrying amount of the non-financiat
asset or liability.

If the hedging instrument expires or is sold, ferminated or exercised without
replacement or rollover (as part of the hedging strategy), or if its designation as a
hedge is revoked, or when the hedge no longer meets the criteria for hedge
accounting, any cumulative gain or loss previously recognised in OCI remains
separately in equity untif the forecast transaction occurs or the foreign currency firm
commitment is met.

Hedges of a net investment

Hedges of a net investment in a foreign operation, including a hedge of a monetary
item that is accounted for as part of the net investment, are accounted for in a way
similar to cash flow hedges. Gains or losses on the hedging Instrument relating to
{he effective portion of the hedge are recognised as CCJ while any gains or losses
refating to the ineffective portion are recognised in the statement of profit or loss. On
disposal of the foreign operation, the cumulative value of any such gains or losses
recorded in equity is transferred to the statement of profit or loss.

3.10 Impairment of financial assets

The Group assesses, at each reporting date, whether there is objective evidence
that a financial asset or a group of financial assets is impaired. An impairment exists
if one or more events that has occurred since the initial recognition of the asset {an
incurred ‘loss event’), has an impact on the estimated future cash flows of the
financial asset or the group of financial assets that can be refiably estimated.
Evidence of impairment may include indications that the debtors or a group of
debtors is experiencing significant financiai difficulty, default or delinguency in
interest or principal payments, the probability that they will enter bankruptcy or other
financial reorganisation and observable data indicating that there is a measurable
decrease in the estimaled future cash flows, such as changes In arrears or
economic conditions that correlate with defaults.
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MRCE-Quill REIT ("MQREIT")
[Formerly known as Quitl Capita Trust ("QCT")]

3.  Summary of significant accounting policigs (cont'd.)
3.10 Impairment of financial assets (cont'd.)
Financial assets carried at amortised cost

For financial assets carnied at amortised cost, the Group first assesses whether
impairment exists individually for financial assets that are individually significant, or
collectively for financial assefs that are not individually significant. If the Group
determines that no objective evidence of impairment exists for an individually
assessed financial asset, whether significant or not, it includes the asset in a group
of financial assets with similar credit risk characteristics and collectively assesses
them for impairment. Assets that are individually assessed for impairment and for
which an impairment loss is, or continues to be, recognised are not included in a
collective assessment of impairment.

The amount of any impairment loss identified is measured as the difference between
lhe assel's carrying amount and the present valuc of estimated future cash flows
{excluding future expected credit losses that have not yet been incurred), The
present value of the estimated future cash flows is discounted at the financial
asset's original EIR. The impairment loss is recognised in profit or loss.

The carrying amount of the asset is reduced through the use of an allowance
account and the loss is recognised in the statement of profit or loss. interest income
(recorded as finance income in the statement of profit or loss) continues to be
accrued on the reduced carrying amount and is accrued using the rate of interest
used to discount the future cash flows for the purpose of measuring the impairment
{oss. Loans together with the associated allowance are written off when there is no
realistic prospect of future recovery and all collateral has been realised or has been
transferred to the Group. If, in a subsequent vear, the amount of the estimated
impairment loss increases of decreases because of an event occurring after the
impairment was recognised, the previously recognised impairment loss is increased
or reduced by adjusting the allowance account. |f a wrile-off is later recoverad, the
recovery is credited to finance costs in the statement of profit or loss.

Availahle-for-sale ("AFS") financial assets

For AFS financial assets, the Group assesses at each reporting date whether there
is objective evidence that an investment or a group of investments is impaired.
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MRCB-Quill REIT (“MQREIT")
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3. Summnary of significant accounting policies {cont'd.)
3.10 [Impairment of financial assets {cont'd.}
Avatlable-for-sale {"AFS") financial assets (cont'd.)

In the case of equity investmenis classified as AFS, objective evidence would
inciude a significant ar prolonged decline in the fair value of the investment below its
cost, 'Significant' is evafuated against the original cost of the investment and
‘prolonged’ against the period in which the fair value has been below its ariginal cost.
When there is evidence of impairment, the cumulative loss — measured as the
difference between the acquisition cost and the current fair value, less any
impairment loss on that investment previously recognised in the statement of profit
or loss — is removed from OCH and recagnised in the statement of profit or loss.
Impairment losses on equity investments are not reversed through profit or loss,
increases in their fair value after impairment are recognised in OCI.

The determination of what is ‘significant’ or ‘prolonged’ requires judgement. In
making this judgement, the Group evaluates, among other factors, the duration or
extent to which the fair value of an investment is less than its cost.

In the case of debt instruments classified as AFS, the impairment is assessed based
an the same criteria as financial assets carried at amorised cost. However, the
amount recorded for impaimment is the cumulative loss measured as the difference
between the amortised cost and the current fair vaiue, less any impairment loss on
that investment previously recagnised in the statement of profit or loss.

Future interest income confinues to be accrued based on the reduced camrying
amount of the asset, using the rate of interest used to discount the future cash flows
for the purpose of measuring the impairment loss. The interest income is recorded
as part of finance income. H, in a subsequent year, the fair value of a debt
instrument increases and the increase can be objectively related to an event
occurring after the impairment loss was recognised in the statement of profit or loss,
the impairment loss is reversed through the statement of profit or loss.

3.11 Cash and cash equivalents

Cash and cash edquivalents comprise cash on hand, bank balances, demand
deposits, and short term highly liquid investments that are readily convertible to
known amounts of cash and which are subject to an Insignificant risk of changes in

value.
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AUDITED FINANCIAL STATEMENTS OF M(Q REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQREIT™)
[Formerly known as Quill Capita Trust {("QCT")]

3. Summary of significant accounting policies (cont'd.)
3.12 Financial liabilities
Initiaf recognition and measurement

Financial liabilities are -classified, at initial recognition, as financial Habilities at fair
value through profit or loss, Ibans and borrowings, payables, or as derivalives
designated as hedging instruments in an effective hedge, as appropriate.

All financial labilities are recognised initially at fair valite and, in the case of loans
and horrowings and payables, net of directly attributable transaction costs.

Subsequent measurement

The measurement of financial liabilities depends on their classification, as described
below:

Financial liabilities at fair value through profit or loss

Financial labilities at fair value through profit or loss include financiat Kabilities held
for trading and financial iabilities designated upon initial recognition as at fair value
thtrough profit or loss,

Financial labiliies are classified as held for trading if they are incurred for the
purpose of repurchasing in the near term. This category also includes derivative
financial instruments entered into by the Group that are not designated as hedging
instruments in hedge relationships as defined by MFRS 139. Separated embadded
derivatives are also classified as held for trading unless they are designated as
effective hedging instruments.

Gains or losses on liabilities held for trading are recognised in the statement of profit
or loss.

l.oans and horrowings

After initial recognition, interest-bearing loans and borrowings are subsequently
measured at amortised cost using the EIR method. Gains and losses are recognised
in profit or loss when the liabilities are derecognised as well as through the EIR

amortisation process.
Amortised cost is caleulated by taking into account any discount or premium on

acquisition and fees or costs that are an integral part of the EIR. The EIR
amortisation is included as finance costs in the statement of profit or loss.
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AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quifl REIT ("MQREIT")
[Formerly known as Quill Capita Trust ("QCT")]

3.  Swummary of significant accounting policies {cont'd.)
3.12 Financial liabilities {cont'd.)
Derecoghnition

A financial fiability is derecognised when the obligation under the liahility is
discharged or cancelled or expires. When an existing financial liability is replaced by
another from the same lender on substantially ditferent terms, or the terms of an
existing liability are substantially modified, such an exchange or modification is
treated as the derecognition of the original liability and the recognition of a new
liability. The difference in the respecfive carrying amounts is recognised in the
statement of profit or loss.

3.13 Borrowing costs

Borrowing costs are capitalised as part of the cost of a qualifying asset if they are
directly aftributable to the acquisition, construction or production of that asset.
Capitalisation of borrowing costs commences when the activities to prepare the
asset for its intended use or sale are in progress and the expenditures and
borrowing costs are incumred. Borrowing costs are capitalised until the assets are
substantially completed for their intended use. Capitalisation of borrowing costs shall
cease when substantially all the activities to prepare the asset for its intended use or
sale are completed.

All other borrowing costs are recognised in profit or loss in the peried in which they
are incurred, Borrowing cosfs consist of interest and other costs that the Group
incurred in connection with the borrowing of funds.

3.14 Leases

The determination of whether an arrangement is (or contalns) a lease is based on
the substance of the arrangement at the inception of the lease. The arrangement is,
or contains, a lease if fulfilment of the arrangement is dependent on the use of a
specific asset or assets and the arrangement conveys a right to use the asset or
assets, even if that right is not explicitly specified In an arrangement.

Group as a lessor

Leases in which the Group does not transfer substantially all the risks and rewards
of ownership of an asset are classified as operating leases. Inilial direct costs
incurred in negotiating and arranging an operating lease are added to the carrying
amount of the leased asset and recognised over the lease term on the same basis
as rental income, Confingent rents are recognised as revenue in the period in which
they are earned.
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AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQREIT"}
[Formerly known as Quill Capita Trust (*QCT"}]

3.

Summary of significant accounting policies {cont'd.)
3.15 Revenue and other income

Revenue and other income are recognised to the extent that it is probable that the
economic benefits will flow to the Group and they can be reliably measured.
Revenue and other income are measured at the fair value of consideration received

or receivable.

(i} Rental income

Rental income is recognised on accrual basis as the increase of rental rales
are due to expected increases of market rental rates and to compensate for
expected annual inflation over the lease period as opposed to other factors
such as back loaded or front loaded rental payments.

{ii) Utilities recovery and others

Utilities recovery and others (such as license and service charges) are
recognised on an accrual basis taking into account contractually defined terms.

{iit}y Car park operations

Revenue from car park operations are recognised as and when the services
are rendered.

{iv) interest income

For all financial instruments measured at amortised cost and interest-bearing
financial assets classified as AFS, interest income is recorded using the EIR

method.

EIR is the rafe that exactly discounts the estimated future cash payments or
receipts over the expected life of the financia! instrument or a shorter period,
whare appropriate, to the net carnrying amount of the financial asset or liability,
interest income is included in revenue and other income in the statement of

profit or loss.
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AUDITED FINANCIAL STATEMENTS OF M(Q REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQREIT")
[Formerly known as Quill Capita Trust ("QCT")]

3. Summary of significant accounting policies (cont'd.)
3.16 Income taxes

(i} Current tax

Current tax assets and habilifies are measured at the amount expected to be
recovered from or paid o the taxation authorities. The tax rates and lax laws
used to compute the amount are those that are enacted or substantively
enacted by the reporting date.

Current taxes are recognised in profit or loss except to the extent that the tax
refates to ftems recognised outside profit or loss, either in OCH or directly in
equity. Management periodically evaluates pasitions taken in the tax returns
with respect to situations in which applicable tax regulations are subject to
interpretation and establishes provisions where appropriate.

(lify Deferred tax

Deferred tax is provided using the liability method on temporary differences at
the reporting date between the tax bases of assets and liabilities and their

carrying amounts for financial repotting purposes,
Deferred tax liabilities are recognised for ail temporaty differences, except:

- where the deferred tax liability arises from the initia! recognition of goadwill
or of an asset or liability in a transaction that is not a business combination
and, at the tima of the transaction, affects neither the accounting profit nor
taxable profit or loss; and

- in respect of taxable temporary differences associated with investments in
subsidiaries, where the timing of the reversal of the temporary differences
can be controlled and it is probabie that the temporary differences will not
reverse in the foreseeable future,
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AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d}

MRCR-Quilf REIT ("MQREIT")
[Formerly known as Quill Capita Trust ("QCT"}]

3. Summary of significant accounting policies {conf'd.)
3.16 Income taxes {cont'd.}
{ii} Deferred tax {cont'd.)

Deferred tax assels are recognised for all deductible temporary differences,
carry forward of unused tax credits and unused tax losses, to the extent that it
is probable that taxable profit will be available against which the deductible
temporary differences, and the carry forward of unused tax credits and unused
tax losses can be utilised except:

- where the deferred tax asset relating lo the deductible temporary
difference arises from the initial recognition of an agset or liability in a
transaction that is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable profit or loss;
and

- in respect of deductible temporary differences asscciated with investments
in subsidiaries, deferred tax assets are recognised only to the extent that it
is probabte that the temporary differences will reverse in the foreseeable
future and taxable profit will be available against which the temporary
differences can be utilised.

The carrying amount of deferred tax assets is reviewed at each reporting date
and reduced to the extent that it is no longer probable that sufficient taxable
profit will be available to atlow all or part of the deferred tax asset to be utilised.
Unrecognised deferred tax assets are reassessed at each reporting date and
are recognised to the extent that it has become probable that future taxable
profit will allow the deferred tax assets to be utilised.

Deferred tax assets and liabifities are measured at the tax rates that are
expected to apply to the year when the asset is realised or the liability is settled,
based on tax rates and tax laws that have been enacted or substantively
enacted at the reporting date.

Deferred tax relating to items recognised outside profit or loss is recognised
outside profit or loss. Deferred tax items are recognised in correlation to the
underlying transaction either in OCI or directly in equity and deferred tax arising
from a business combination is adjusted against goodwill on acquisition.

Deferred tax assets and deferred tax fiabilities are offset, if a legally
enforceable right exists to set off current tax assets against current tax iabilities
and the deferred taxes relate to the same taxable entity and the same taxation
authority,
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AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Conr’d)

MRCB-Quill REIT ("MQREIT™)
[Formerly known as Quill Capita Trust ("QCT"))

3. Summary of significant accounting policies {cont'd.)

3.17 Provisions

Provisions are recognised when the Group has a preseni obligation (legal or
consfructive) as a result of a past event, it is probable that an outflow of resources
embodying economic benefits will be required to settle the obligation and a reliable
estimate can be made of the amount of the obligation. When the Group expects
some or all of a provision te be reimbursed, the reimbursement is recognised as a
separate assef, but only when the reimbursement is virtually certain. The expense
relating to a provisicn is presented in the statement of profit or foss net of any
reimbursement.

Provisions are reviewed at each reporting date and adjusted to reflect the current
best esfimate. If it is no longer probable that an outflow of ecenomic resources will
be reguired to settle the obligation, the provision is reversed. If the effect of the time
value of money is material, provisions are discounted using a current pre tax rate
that reflects, where appropriate, the risks specific to the liability, When discounting is
used, the increase in the provision due to the passage of time is recognised as a
finance cost.

3.18 Current versus non-current classification

The Group presents their assets and liabilities in the stalement of financial position
based on current/nan-current classification. An asset is current when it is:

(i) Expected to be realised or intended to be sold or consumed in normal
operating cycle

(ity Held primarily for the purpose of trading
(i) Expected to be realised within twelve manths after the reporting period, or

fiv) Cash or cash equivalent unless restricted from being exchanged or used to
seftte a liability for at least twelve months after the reporting period

All other assets are classifisd as nen-current. A liability is current when:

(i) itis expected to be settled in normal operating cycle

(i) itis held primarily for the purpose of trading

{iily 1tis due to be setiled within twelve months after the reporting period, or

(ivy There is no unconditional right to defer the setlement of the liability for at least
twelve months after the reporting peried
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AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT {("MQREIT")
[Formerly known as Quill Capita Trust (“QCT"})]

3. Summary of significant accounting policies {(cont'd.)

3.19 Fair value measurement

The Group measures financial instruments such as derivatives, and non-financial
assets such as invesiment properties, at fair value at each reporting date. Fair value
related disclosures for financial instruments and non-financial assets that are
measured at fair value or where fair values are disclosed, are summarised in the

following notes:

- Investment properties Note 14
- Quantitative disclosures of fair value measurement hierarchy Nole 35

Fair yalue is the price that would be received to sell an asset or paid to transfer a
liabifity in an orderly transaction between market participants at the measurement
date. The fair value measurement is based on the presumption that the transaction
to sell the asset or transfer the liability takes place either;

- In the principal market for the asset or liabiity, or

- In the absernce of a principal market, in the most advantageous market for the
asset or liability.

The principal or the most advantagecus market must be accessible by the Group.

The fair value of an asset or a liability is measured using the assumptions that
market participants would use when pricing the asset or liability, assuming that
market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market
participant's ability to generate economic benefits by using the asset in its highest
and best use or by selling it to another market participant that would use the asset in

its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and
for which sufficient data are available to measure fair value, maximising the use of
relevant observable inputs and minimising the use of uncbservable inputs.
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MRCB-Quill REIT ("MQREIT™)
[Formerly known as Quill Capita Trust {"QGCT"}]

3,

Summary of significant accounting policies (cont'd.)
3.19 Fair value measurement (cont'd.)

All assets and kabilities for which fair value is measured or disclosed in the financial
statements are categorised within the fair value hierarchy, desciibed as foilows,
based on the lowest level input that is significant to the fair value measurement as a
whoie:

- Level 1 — Quoted (unadjusted) market prices in active markets for identical
assets or liabilities

- tevel 2 — Other tachniques far which all inputs that have a significant effect on
the recarded fair vailue are observable, either directly or indirectly

- Level 3 — Techniques that use inputs that have a significant effect on the
recorded fair value that are not based on abservable market data

Far assets and liabilities that are recognised in the financial statements an a
recurring basis, the Group determines whether transfers have occutred between
levels in the hisrarchy by re-assessing categarisation (based on the lowest tevel
input that is significant ta the fair value measurement as a whole) at the end of each
reporting period.

Significant accounting judgements and estimates

The preparation of the Group's financial statements requires the management to make
judgements, estimates, and assumptions that affect the reported amounts of revenues,
expenses, assets and liabilities, and the disclosures at the reporiing date. However,
uncedtainty about these assumptions and estimatas could result in cutcomes that could
tequire a material adjustment to the carrying amount of the asset or lability affected in the
future.

4.1 Judgetnents made in applying accounting policies

In the process of applying the Group’s accounting policies, management has made
the following judgements, apart from those involving estimations, which have the
most significant effect on the amounts recognised in the financial statements:

Fair valuation of investment properties
Significant judgement is involved in determining estimated future cash flows, vield,

occupancy rate, discount rates and the amount and timing of the cash flows to arrive
at the valuations of the investment properties as disclosed in Note 14.
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AUDITED FINANCIAL STATEMENTS OF M(Q REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQREIT)
[Formerly known as Quill Capita Trust {"QCT")]

4. Significant accounfing judgements and estimates (cont'd.)
4.1 Judgements made in applying accounting policies (cont'd.)

In the process of applying the Group's accounting policies, management has made
the following judgements, apart from those involving estimations, which have the
maost significant effect on the amounts recognised in the financial statements:
{conf'd.)

Operating lease commitments — Group as lessor

The Group has entered into commercial property leases on its investment property
partfolio. The Group has defermined, based on an evaluation of the terms and
conditions of the arrangements, such as the lease term not constituting a major part
of the economic life of the commercial properly and the fair value of the asset, that it
retains all the significant risks and rewards of ownership of these properties and
accounts for the contracts as operating leases.

4.2 Key sources of estimation uncerfainty

The key assumptions concerning the future and other key sources of estimation
uncertainty at the reporting date that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within the next financial
year are discussed below:

{a} Impairment of loans and receivables

The Group assesses at each reporting date whether there is any objective evidence
that a financial asset is impaired. To determine whether there is objective evidence
of impairment, the Group considers factors such as the probability of insclvency or
significant financial difficulties of the debtor and default or significant delay in
payments. VWhere there is objective evidence of impairment, the amount and timing
of future cash flows are estimated based on historical lass experience for assets
with similar credit risk characteristics. The carrying amount of the Group’s loans and
receivables at the reporting date is disclosed in Note 17,

(b} Valuation of investment properties

The Group carres its investment properties at fair value. The Group engaged
independent valuation specialists to assess fair value as at 31 December 2015 on
investment properties. Significant judgement is required in determining fair value
which may be derived based on different valuation methods. Investment properties
were valued by reference to market-based evidence, using comparable prices
adjusted for specific market factors such as nature, location and condition of the
property. Otherwise, a valuation methodelogy based on a discounted cash flow
("DCF") model was used, as there were a lack of comparable market data because
of the nature of the properties.
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MRCB-Quill REIT ("MQREIT")
[Formerty known as Quill Capita Trust ("QCT")}

4. Significant accounting judgements and estimates (conf'd.)
4.2 Key sources of estimation uncertainty (cont'd.)

The key assumptions concerning the fulure and other key sources of estimation
unceriainty at the reporting date that have a significant rsk of causing a material
adjustment to the carrying amounts of assets and liabilities within the next financial
year are discussed below: (cont'd.)

(c) Fair value measurement of financial instruments

When the fair values of financial assets and financial liabilities recorded in the
statement of financial position cannot be measured based on guoted prices in active
markeis, their fair values are measured using valuafion techniques including the
DCF model. The inputs to these models are taken from observable markets where
possible, buf where this is not feasible, a degree of judgement is required in
establishing fair values. Judgement include considerations of inputs such as liquidity
sk, credit risk and volatility. Changes in assumptions about these factors could
affect the reporied fair value of financial instrumenis.

(d) Income tax

Significant estimation is involved in determining the provision for income faxes.
There are certain transactions and computations for which the uliimate tax
determination is uncertain during the ordinary course of business. Under Section
61A of the fncome Tax Act 1967, the undistributed income of a Real Cstate
investment Trust ("REIT") are exempted from income tax provided that the REIT
distributes 90% or mare of its {otal income for the year. The tmanagement require
judgement in establishing income distribution for the year to ensure {ax exemption
criterias are met.

5. Revenue

Group
2015 2014
RM ]
Rental income and service charges 96,481,293 58,290,251
Car park income 10,284,643 5,204 746
Utilities recovery 5,330,752 5,692,206
Others 77,810 62,211

115,174,498 70,249,414

Gross revenue comprises rental, service charges and car park income from properties and
utilities costs recoverable from tenants.
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MRCB-Quill REIT ("MQREIT")
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6. Property operating expenses

Group

2015 2014

RM RM

Quit rent and assessment 4524 135 2,804 698
Depreciation 13,794 8,806
Insurance 714,814 435,754
Property management fee 2,163,314 1,965,952
Service contracts and maintenance 7,303,708 4,783 807
Utilities 10,183,094 6,925,219

24,902,859 16,924,236

The property management fee is inclusive of permissible discount in accordance with the
Valuers, Appraisers and Estate Agents Act, 1981 and reimbursable gite staff cost.

7. Manager's fees

Group
2015 2014
RM RM
Base fee 5,794,301 3,665,958
Performance fee 2,759,449 1,723,080
8,553,750 5,389,038

The Manager is enditled under the Trust Deed to a base fee of 0.4% per annum of the
gross aseet value, payable monthly in arrears and a performance fee of 3% per annum on
the net investment income, payable semi-annually in arrears.

The ‘Manager is also entitled under the Trust Deed to an acquisition fee of 1% of the
acquisition value of any asset, being authorised investments, acquired by MQREIT and
divestment fee of 0.5% of the disposal value of any asset divested by MQREIT,

During the financial year ended 31 December 2015, the Manager was entitled to an
acquigition fee of RM7,844,000 {inclusive of 6% service tax) in respect of Platinum Sentral
acquisition which was capitalised as part of the carrying amount of the investment
properties (as disclosed in Note 14).

The Manager was also entitied to a divestment fee of RM 144,690 (inclusive of 6% GST) in
respect of the disposal of QB10 which was disposed off on 4 September 2015. The
divestment fee was charged lo profit or foss and netted off against the gain on divestment
of investment property.
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MRCB-Quill REIT ("MQREIT")
[Formerly known as Quill Capita Trust {"QCT"}]

7.

Manager's fees {cont'd,)

The Manager's remuneration is accrued and paid in accordance with the Trust Deed.

Duting the financial year, the Manager did not receive any soft commission (such as goods

or services) from its broker, by virtue of fransaction conducted by MQREIT.

Trustee's fee

Trustee's fee accrued lo the Trustee for the financial year ended 31 December 2015

amounied fo RM436,003 (2014: RM257,451).

Trustee's fee is payable to the Trustee, which is computed at 0.03% per annum on the first
RM2.5 biilion of the gross asset value and 0.02% per annum on the gross asset value in

excess of RM2.5 bitlion, payable monthly in arrears.

Finance costs

Accretion of interest expense
Amortisation of fransaction costs
incurred to obtain Commercial Papers {"CPs")/
Medium Term Notes ("MTNs")
Amortisation of transaction costs
incurred to obtain Term Loan
Annual CPs/MTNs Programme expense
Gain on interest rate swap arrangements
tnterest expense on MTNs
Interest expense on Term Loan
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2018 2014

RM R
17,667,001 5,311,518
518,120 198,863
196,607 196,607
351,998 192,000
{445,470) (167,077)
2,940,000 2,840,000
6,755,342 5,382,000
27,983,508 14,053,911
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AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQREIT")
{Formerly known as Gluill Capita Trust ("QCT")]

10. income tax expense

Group
2015 2014
RM RM

Income tax expense for the year:
Current year tax - -

Pursuant to Sectfion 61A of the Income Tax Act 1967, the income of a REIT would be
exempted from income tax provided that the REIT distributes 90% or mare of its total
income for the year. If the REIT is not able to meet the 90% distribution criteria, the entire
taxable income of the REIT wouid be subject to income tax.

As MQREIT has paid and proposed income distribution of more than 90% of its total
income to unitholders, the total income of MQREIT for the year of assessment 2015 shall
be exempted from tax.

A reconciligtion of income tax expense applicable to income befare taxation at the
statutory income tax rate to income tax expense at the effective income tax rate of the
Group for the financial years ended 31 December 2015 and 2014 is as follows:

Group
2015 2014
RM RM
Income before taxation 60,698,000 40,283,022

Tax at Malaysian statutory tax rate of 25% (2014: 25%) 15,174,500 10,070,756

Income not subject to taxation (13,398,332) (8,439,682)
Unrealised income not subject to tax (1,669,344) {1,530,070)
Exempt income not subject to tax (380,555) (181,056}
Expenses not deductible for tax purposes 273,731 80,052

Income tax expense for the year - -
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11.

12,

Earnings per unit {("EPU"}

{a) EPU after manager's fees is based on net income for the year of RMB0,688,000
{2014: RMA40,283,022) divided by the weighted average number of units in
circutation during the year of 595,983,740 (2014: 380,131,000).

(b) EPU before manager's fees is based on net income for the year of RME9,251,750
(2014: RM45,672,060) after adding back manager's fees of RM8,553,750 (2014:
RM5,388,038} divided by the weighted average number of units in circulation during
the year of 585,983,740 (2014 380,131,000).

{(c} [EPU after manager's fees (realised) is based on realised net income for the year of
Rm54,020,625 (2014: RM34,162,743) divided by the weighted average number of
units in circulation during the year of 595,983,740 (2014. 390,131,000}

(d} EPU before manager's fees (realised) is based on realised net income for the year
of RM62,574,375 (2014: RM38,551,781) after adding back manager's fees of
RM8,653,750 {2014: RM5,388,038) divided by the weighted average number of
units in circulation during the year of 595,983,740 (2014: 380,131,000}

Distribution to unitholders

Distribution to the unitholders is from the following sources:

Group
2015 2014
RM RV
Revenue (Note 5) 115,174,458 70,249 414
Interest income 927,484 724,223
Gain on divestment of investment property 584 734 -
116,696,716 70,873,637
Less: Total expenses (62,676,091) (36,810,894)
54,020,625 34,162,743
Distribution to unitholders 50,919,471 32,692,978
Gross distribution per unit (sen} *™* B.47 8.38
w Income distributed to resident individuals, non-resident individuals, resident

instifutional investors, non-resident institfutional investors and non-resident
companies are subject to withholding tax.
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APPENDIX B(II)

AUDITED FINANCIAL STATEMENTS OF M(Q REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQREIT")
[Formerly known as Quijll Capita Trus{ ("QCT")]

14. Investment properties

At beginning of the year

Additions from acquisition

Capital expenditure for acguisition dunng the year
Additions from assets enhancement

Fair value adjustments

Divestment of investment property

Atend of the year

Group
2015 2014
RM RM
837,700,000 825,560,000
740,000,000 -
8,820,867 -
3,001,758 6,019,721
8,677,375 6,120,279
(26,500,000) -
1,669,800,000 837,700,000

The breakdown of investment properties is as follows:

Description of Date of Cost of

Market value/
Net carrying
amount as at

31 December

properties acquisition investment 2015

: RM'000 RM'004Q
Commercial buildings
Quill Building 1

- DHLA 20-Nov-06
Quill Building 4 : }— 109,100 126,000

-DHL 2 20-Nov-06
Quill Building 2

- HSBC 20-Nov-06 107,500 120,700
Quill Building 3

- BMW 20-Nov-08 59,400 75,500
Wisma Technip 3-Sep-07 125,000 172,000
Part of Plaza

Mont' Kiara 3-Sep-07 90,000 114,000
Quill Building 5

- IBM 14-Mar-08 43,000 45,200
Quili Building 10

- HSBG Section 13 25-Mar-08 22,740 -
Tesco Building,

Penang 7-Nov-08 132,000 140,000
Platinum Sentral 30-Mar-15 740,000 750,000
Industriai building
Quill Building 8

- DHL XPJ 25-Mar-08 28,800 26,400
1,457,540 1,569,800
82
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% of
NAV

13.94

13.36

8.35
19.03

12.61

5.00

15.49

82.98

2.92

Markef value/
Net carrying
amount as at
31 December
2014

RM'000

125,700

119,100

74,400
169,000

111,700
45,200
26,500

139,700

26,400
837,700



APPENDIX B(II)

AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQREIT")
{Formerly known as Quill Capita Trust ("QCT")]

14. Investment properties (cont'd.)

On 14 August 2008, the respective pieces of the land on which QB1 and QB4 are situated
have been amalgamated pursuani to the conditions imposed by the SC during the initial
public offering of MQREIT. As such, the valuations for QB1 and QB4 have since been
cartied out based on the amalgamated properties.

Investment properties are stated at fair value, which has been determined based on
valuations performed by 2 extemal valuers, namely DTZ Nawawi Tie Leung Property
Consultants Sdn. Bhd., and CH Williams Talhar & Wong Sdn. Bhd.; independent firms of
professional valuer, registered with the Board of Valuers, Appraisers & Estate Agents
Malaysia using the investment, comparison and cost methods of valuation.

Investment properties are stated at fair value, which has been determined based on
valuations performed by 2 exiernal valuers, namely DTZ Nawawi Tie Leung Property
Consultants Sdn. Bhd., and CH Williams Talhar & Wang Sdn. Bhd.; independent firms of
professional valuer, registered with the Board of Valuers, Appraisers & Estate Agents
Malaysia using the investment, comparison and cost methods of valuation.

MQREIT acquired Platinum Sentrai on 30 March 2015, with the acquisition price of RM740
miflion of which the purchase consideration was settled via issuance of new MQREIT's
unils and private placement as disciosed in Note 21. Capltal expenditure of RM8, 820,867
was incurred for the acguisition of Platinum Sentral during the financial year ended 31

December 20186.

On 4 September 2015, MQREIT has disposed off Q310 with the net carrying amount of
RM26.5 million, at the sale consideration of RM27.3 million, in accordance with the terms
and conditions of the SPA executed on 25 February 2015.

investment properties with net carrying amount totalling RM1,484,300,000 {2014:
RM736,800,000) are pledged as securities for borrowings as disclosed in Note 20.

No provision for deferred tax liability has been made in respect of fair value gains to the
investment properties as MQREIT intends to hold the properfies on long term basis.

The investment properties are carried at a Level 2 fair value measurement hierarchy as
defined in Note 3.18. There have been no transfers between Level 1 and Level 2 during
the financial year ended 31 December 2015 and 31 December 2014.
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APPENDIX B(II)

AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MIRCB-Quilt REIT ("MQREIT"}
[Formerly known as Quiil Capita Trust {("GCT"}]

15, Derivatives

16.

Non-current

Interest rate swap (Note 32 {i))

Interest rate swap (Note 32 (i)}
Interest rate swap (Note 32 {jil})
Interest rate swap (Note 32 {iv})

Current
Interest rate swap (Note 32 (i)}
Interest rate swap (Note 32 (i)}

Contract/

Noticnal

Amount
RM

65 million
65 million
139.5 miillion
139.5 million

65 million
65 million

Group
2015 2014
Fair value of derivatives
assets
RM RM
- 611,239
- 612,954
772,358 -
821,866 -
1,504,224 1,224 193
325,423 -
360,834 -
686,257 -

The Group has entered into interest rate swap transactions to manage the risks
associated with interest rate movement as disclosed in Note 32. The derivatives figures
were obtained with reference to marked to market from reputable financial institutions as

at the reporting date.

Lease recoivable

Non-current
Lease receivable

Current
Lease receivable

Group
2015 2014
RM RM
2,000,864 -
409,684 -

During the year, the Group had entered into a finance lease arrangement with a tenant
{QB3) to part finance RM2.6 million of fit-out costs upon the renewal of tenancy agreement
for another 10 years. The amount will be recovered through the top up rentals cumulatively
amounted to RM3.5 million (at the approximate internal rate of return of 10.4% per

annumyj.

84

B-117



APPENDIX B(ID)

AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT (“"MQREIT")
{Formerly known as Quill Capita Trust ("QCT"}]

17. Trade and other receivables

Group

Note 2015 2014

RM RM

Trade receivables, net (a) 2,078,001 1,639,923

Other receivables

Deposits 2,389,944 1,508,946

Prepayments 895,609 £47,295

Sundry receivables (L) 284,572 2,344 984

3,570,125 4,502,225

Total trade and other receivables 5,648,126 6,142,148

Less: Prepaymenis (895,609} {647,295)
Add: Cash and cash

equivalents (Note 18) 44 863,963 23,288,998

Total loans and receivables 49,616,480 28,783,849

(a) Trade receivables

Concentration of credit risk relating to trade receivables arises mainly due to majority
of MQREIT's properties that are single-tenanted. However, the risk is mitigated by
the tenants which are engaged in diversified businesses and are of good guality and
strong credit standing.

Trade receivables are non interest-bearing and are generally on 7 to 30-day terms

(2014; 7 to 30-day terms). They are recognised at the original invoice amounts
which represent their fair values on initial recognition.
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APPENDIX B(II)

AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT {"MQREIT")
[Formerly known as Quill Capita Trust ("QCT")]

17. Trade and other receivables (cont'd.)
[a) Trade receivables {cont'd.)

Ageing analysis of {rade receivables

The ageing analysis of MQREIT's trade receivables is as follows:

Group
2015 2014
RM RM
Neither past due nor impaired 1,672,495 1,228,740
1 - 30 days past due not'impaired 111,065 88,991
31 - 60 days past due not Impaired 156,258 66,632
61 - 90 days past due not impaired 70,175 254 560
More than 90 days past due not impaired 134,680 -
472,878 410,183
2,145,373 1,639,023
Less : Allowance for impairment loss (67,372} -
2,078,001 1,639,823

Receivables that are neither past due nor impaired

Trade receivables that are neither past due nor impaired are creditworthy debtors
with good paymeant racords with the Group.

Receivables that are past dus but not impaired

The Group have trade recefvables amounted to RM472,878 (2014: RM410,183) that
are past due at the reporiing date hut not impaired.,

Trade receivables from tenants are secured by security deposits.

Receivables that are impaired

The Group’s trade receivables that are impaired at the reporiing date and the
movement of the allowance accounts used to record the impairment are as follows:

Group
2015 2014
RM RM
Trade receivables - nominal amounts
(after offsetting security deposits) 67,372 -
Less ; Allowance for impairment loss (67,372) -

86

B-119



APPENDIX B(II)

AUDITED FINANCIAL STATEMENTS OF M(Q REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQREIT")
[Formerly known as Quill Capita Trust {"QCT"})]

17. Trade and other receivables {cont'd.)
(a) Trade receivables (cont'd.}

Movement in trade receivables allowance accounts:

Group
2016 2014
RM RM
Al beginning of the year - -
Charge for the year 67,372 -
At end of the year 87,372 -

The Manager assesses at each reporling date whether there is any objective
evidence that the trade receivable is impaired. The Manager makes an allowance for
impairment |loss after considering factors such as the probability of insclvency or
significant financial difficulties of the debtor and default or significant delay in

payments,

(b) Sundry receivables

MQREIT has neo significant concentration of credit risk that may arise from
exposures to a single debtor or group of debtors relating to sundry receivables.

18. Cash and cash equivalents

Group
2015 2014
RM RM
Deposits with licensed financial institutions 38,636,273 14,863,008
Cash on hand and at banks 6,227,680 8,425,988

44,863,063 23,788,656

Included in deposits with licensed financial institutions is an amount of Ri4,610,949
(2014: RM4,463,308) maintained in the debt service reserves accounts which are
assigned for the borrowings as disclosed in Note 20.

included in cash oh hand and at banks is an amount of RM5,238,102 (2014
RM5,088,385) maintained in the revenue and operations accounts which are assigned for
the borrowings as disclosed in Note 20,
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APPENDIX B(II)

AUDITED FINANCIAL STATEMENTS OF M(Q REIT FOR THE FYE 31 DECEMBER 2015 (Coni’d)

WMRCB-Quill REIT ("MQREIT™)
[Formerly known as Quill Capita Trust ("QCT"}]

18. Cash and cash equivalents {cont'd.)

The weighted average EIR of deposits at the reporiing date were as follows:

Group
2018 2014
Deposits with licensed financial institutions (per annum) 3.87% 3.17%

The average maturifies of deposits of the Group as at the end of the financial year were 58
days {2014 36 days).

19. Trade and other payables

Group

Note 2015 2014
RM RM

Trade payables
Trade payables (a) 2,329,859 2,644 857
Trade acgruals 3,055,882 2,958 145
5,385,741 5,603,102

Cther payables
Amount due to the Manager 2)] 2,699,250 1,481,173
Cther payables (a} 752,436 1,693,812
Accruals 4,737,412 3,463,101
8,189,098 6,638,086
Total trade and other payables 13,574,839 12,241,188
Add: Borrowings {Note 20) 689,721,862 305,113,452
Add: Security deposits 18,088,140 8,767,064
Total financial liabilities carried at amortised cost 721,384,841 327,121,704

{a) Trade and other payables

Trade and other payables are notmally setfled between 30 to 90 days (2014 30 to
90 days).

{b) Amountdue to the Manager

Amount due to the Manager is unsecured, non-interest bearing and repayable on
demand.
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APPENDIX B(ID)

AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCBE-Quill REIT {"MQREIT")
[Formerly known as Quill Capita Trust {("QCT"}}

20. Borrowings

Group
Note 2015 2014
RM RM
Non-current
Secured:
CPs/MTNs Programme of up to
RM270 million {a) - 188,834,344
Fixed Rate Term Loan Facility of up to
RM150 million {b) 116,475,715 116,279,108
Senior CPs/MTNs Programme of up to
RmM290 million {c) 274,930,520 -
Fixed Rate Subordinated Term Loan
Facility of up to RM250 millicn {c) 108,405,371 -
500,811,606 305,113 452
Current
Secured:
CPs/MTNs Programme of up {o
RM270 million {a) 188,910,258 -

188,910,256 -

The maturities of the Group's borrowings as at 31 December 2015 are as follows:

Group
2015 2014
RM RM
Less than 1 year 188,810,256 -
More than 1 year and less than 5 years 500,811,606 305,113 452

689,721,862 305,113,452

Other information on financial risks on botrowings are disclosed in Note 36(a) and 36(c).
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APPENDIX B(II)

AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quilt REIT ("MQREIT")
[Formerly known as Quill Capita Trust {"QCT")]

20. Borrowings {cont'd.)

(a)

CPs/MTNs Programme of up to RM270 million ("RM270 million Programme")

The RM270 million Programme is analysed as follows:

Group

2015 2014

RM RM

Face value of CPs/MTNs issued 185,000,000 205,000,000
Discouni (2.814,219) {2,968,419)
Cash proceeds 192,185,781 202,031,581
Accretion of interest expense 1,812,828 2,034,984
193,998,609 204,066,565
Transaction costs cacrted forward {232,221) (376,089)
Amortisation of transaction costs during the year 162,200 188,863
Transaction costs on CPs issued during the year {18,332) (54,995)
193,910,256 203,834,344
Redeemed on 3 June 2015/5 September 2014 {5,000,000) (15,000,000)
188,910,256 188,834,344

On 18 July 2011, MQREIT through its SPE, Kinabalu Capital Sdn. Bhd. ("Kinabalu")
established a CPs/MTNs Programme of up to RM270 million ("RM270 million
Programme") for 5 years.

CPs totalling RM12 million and MTNs totalling RM60 million were issued on 5
September 2011, the proceeds of which were utilised towards the settlement of the
RMB0 million 5-year Term Loan Facilities.

CPs totalling RM118 million were issued on 30 November 2011, the proceeds of
which were utilised towards the settlement of the RM118 million of CPs oulstanding
under the Ri118 million Programme which matured on 30 November 2011,

CPs totalling RM5 million were issued on 3 March 2015 at the interest rate of 4.19%
per annuim and were since repaid on 3 June 2015.

The CPsMTNs outstanding at 31 December 2015 are subject to interest at the
following interest rates per annum as at the reporting date:

2015 214

% %

RM12 million nominal value CPs 4.26 4,16
RM60 million nominal value MTNs 4.90 4.90
RM 118 million nominat value CPs 4.26 4.16
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APPENDIX B(II)

AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quil REIT {("MQREIT"}
[Formerly known as Quill Capita Trust ("QCT")]

20. Botrowings (conf'd.)

(a)

CPs/MTNs Programine of up to RM270 million {"RM270 mitllion Programme")
[{cont'd.}]

The interest rales for the CPs are subject 1o interest rale swap arrangements as
disclosed in Note 32.

The transaction costs relating to the programme are amortised over the tenure of

the programme and are charged to profit or loss. The transaction costs relating to

the RMS million GPs amounted to RM 18,332 were charged to profit or loss during
the year.

The RM270 miliion Programme is secured, inter-alia by the following:

(i) Third party first legal charge by the Trustee over QB1, B4, QB2 and Tesco,
disclosed as investment properties in Note 14 (collectively, the "Secured
Properties”);

(i) First party debenture over all present and future assets of Kinabalu;

(i) An undertaking from the Manager:

(a) to deposit all rental income cashflows generated from the Secured
Properties into the revenue accounts; and

{b) that it shall not declare any dividends/distributions to unitholders if:

- an event of default has occurred under the Transaction Documents is
continuing and has not been waived; or

- the financial covenants are not met prior and afler such distribution;
{iv) First legal charge or assignment by the Trustee for the revenus accounts,
operations accounts and a first party assignment by Kinabalu for the debt

service reserves account;

(v) Third party assignment of all the proceeds under the tenancy/lease agreements
of the Secured Froperties,

{vi} Third party assignment over all rights and benefits under all the insurance
policies in relation fo the Secured Properties;
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APPENDIX B(II)

AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

WMRCB-Quill REIT ("MQREIT")
[Formerly known as Quill Capita Trust ("QCT")]

20. Borrowings (cont'd.}

(a)

(b}

CPs/MTNs Programme of up to RM270 million ("RM270 million Programme”)
[{cont'd.})]

The RM270 million Programme is secured, inter-alia by the following: {cont'd.)

(vii) An irrevacable Power of Aftorney granted by the Trustee in favour of the
Security Agent to dispose the Secured Properties upon occurrence of a trigger
event;

{viii) First legal assignment ocver the REIT Trustee Financing Agreement entered

into between Kinabkalu and the Trustee for the advancement of fund from
Kinabalu to the Trustee; and

{ix) Third party first legal charge over the entire shares of Kinabaiu.

Fixed Rate Term Loan Facility of up to RM150 million ("RM150 million Term
Loan™)

The RM150 million 5-year Term Loan Facilities are analysed as follows:

2016 2014

RM RM

Term loan drawndown 117,000,000 117,000,000
Transaction costs carried forward (720,892) (917,499)

116,279,108 116,082,501

Amortisation of transaction costs 196,607 196,607

116,475,715 116,279,108

On 18 July 2013, MQREIT through i#ts SPE, Trusmadi Capital Sdn. Bhd.
{"Trusmadi"), established a RM150 million Fixed Rate Term Loan Facility agreement
for 5 years {"RM150 million Term Loan").

Cn 13 September 2013, Tranche 1 of the Faciiity of RM117 million at the interest
rate of 4.60% per annum was drawndown to repay the RM117 million MTN
outstanding under the RM134 million CPAMTN Programme which matured on 13
September 2013, Tranche 2 will be used for capital expenditure and investmenis at
the Reference Malaysian Government Securities {"MGS") + 1.4% per annum,

The transaction costs relating to the programme are amortised over the tenure of
the programme and are charged to profit or joss.
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APPENDIX B(I)

AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQREIT)
[Formerly known as Quill Capita Trust ("QCT"}]

20. Borrowings (cont'd.)

(k) Fixed Rate Term Loan Facility of up to RM150 milion ("RM150 million Tetm
Loan"} [{cont'd.)]

The RM150 million Term Loan is secured, inter-alia by the following:

(i) Third party first legal charge over WT, QB8 and QB5, respectively disclosed as
investment properiies in Note 14 (collectively, the "Charged Properties");

(i} Third party legal assignment of the SPA for the acquisitions of part of PMK,
respectively disclosed as investment properties in Note 14 (collectively, the
“Assigned Properties");

(i} First party debenture over all present and future assefs of Trusmadi;

{iv) An underiaking from the Manager:

{a) to deposit all ihcomefinsurance proceeds generated from the Charged and
Assigned Properties (collectively, the "Secured Properiies"} into revenue
accounts; and

(b} that it shall not declare any dividendsfdistributions to unitholders if:

- an event of default has occurred under the Transaction Documents, is
continuing and has not been waived; or

- the financial covenants are not met prior and after such distribution;
{v) First legal charge or third party assignment by the Trustee for the revenue
accounts, operations accounts and a first party assignment by Trusmadi for the

debt service reserves account;

(vi) Third party legal assignment of all the proceeds under the tenancyflease
agreermients of the Secured Properties;

(vii} Third party assignment over all rights, title, interest and benefits under ail the
insurance policies in relation to the Secured Properties;

(viii} First legal assignment over the REIT Trustee Financing Agreement entered
into between Yrusmadi and the Trustee; and

(ix} Third party first legal charge over the entire shares of Trugmadi,
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APPENDIX B(II)

AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT {"MQREIT")
[Formerly kniown as Quill Capita Trust ("QCT")]

20. Borrowings (cont'd.}

(¢}

Senior CPs/MTNs Programme of up to RM23¢ million (“Senior CPMTN
Programme"}, Junior CPs/MTNs Programme of up to RM450 million {"Junior
CPI/MTN Programme™) and Fixed Rate Subordinated Term Loan Facility of up

to RM250 million {"Fixed Rate Subordinated Term Loan")

Senior CPIMTN Programme
Face value of CPs issued/rollover
Discount

Cash proceeds

Accretion of interest expense

Transaction costs on CPs {ssued during the year
Amortisation of transaction costs during the year

Junior CBIMTN Programme
Face vaiue of CPs issued
Discount

Cash proceeds

Accretion of interest expense

Transaction costs on CPs issued during the year
Amottisation of transaction costs during the year
Redeemed on 30 September 2015

Fixed Rate Subordinated Term Loan
Term Lean drawndown
Transaction costs on Term Loan

Amortisation of transaction costs during the year

2015
RM

279,000,000
(2,049,298)

276,050,702
64,820

276,115,622
(1.422,002)
237,000

274,930,520

140,000,000
(3,373,501)

136,626,499
3,373,501

140,000,000

(83,244)
83,244

(140,000,000}

110,000,300
(630,305)

109,369,685
35,676

108,405,371

On 13 March 2015, MQREIT through its SPE, Murud Captital Sdn. Bhd. {("Murud™)
established a RM290 miflion Senior CP/MTN Programme and Junior CP/MTN

Programme of up to RM450 million for 5 years.
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APPENDIX B(II)

AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quilt REIT ("MQREIT"}
[Formerly known as Quill Capita Trust ("QCT")]

20. Borrowings (cont'd.}

{c) Senior CPs/MTNs Programme of up to RM29CG million ("Senior CP/MTN
Programme™}, Junior CPs/MTNs Programme of up to RW450 million ("Junior
CP/MTN Programme™) and Fixed Rate Subordinated Term Loan Facility of up
to RM250 milfion ("Fixed Rate Subordinated Term Loan"} [{cont'd.)]

On 30 March 2015, RM278 million nominal values of Senior CPs were issued at an
interest rate of 4.13% per annum. Junior CPs of RM140 million nominal values were
issued at an interest rate of 4.78% per annum where the effective rate is 4.9% per
annum. These Junior CPs had been redeemed on 30 Seplember 2015 upon its
maturity, and had been refinanced by a Fixed Rate Subordinated Term Loan of
RM110 million at the inerest rate of 4.9% per annum and balatice via proceeds from
disposal of QB10 and internal funds.

The CPs/Term Loan outstanding at 31 December 2015 are subject to interest at the
following interest rates per annum as at the reporting date:

2015

%

RM279 million nominal value CPs 424
RM110 miltion nominal value Term Loan 4,90

The interest rates for the CPs are subject to interest rate swap arrangements as
disclosed in Note 32.

The transaction costs relating to the programmes are amortised over the tenure of
the programmes and are charged to profit or loss.

The programmes are secured, inter-alia by the following:

{i) A third pady first ranking legal charge over Platinum Sentral, disclosed as
investment properties in Note 14 {"Property"™);

(i) A first party first ranking debenture over all present and future assets of Murud;
(ili) An irrevocable and unconditional undertaking from the Manager:
{a) to deposit all rental, depasits, other income, insurance claim proceeds in

relation to the Property and any proceeds generated from the Property into
the revenue account; and
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APPENDIX B(II)

AUDITED FINANCIAL STATEMENTS OF M(Q REIT FOR THE FYE 31 DECEMBER 2015 (Coni’d)

MRCB-Quill REIT ("MQREIT")
[Formerly known as Quill Capita Trust ("QCT"}j

20. Borrowings {cont'd.}

{c) Senior CPs/MTNs Programme of up to RM290 million {"Senior CP/MTN
FProgramme"), Junjor CPs/MTNs Programme of up to RM450 million ("Junior
CP/MTN Programme™} and Fixed Rate Subordinated Term Loan Facility of up
to RM250 million {"Fixed Rate Subordinated Term Loan") [{cont'd.}}

The programmes are secured, inter-alia by the following: {cont'd.)
(i) An irrevocable and unconditional undertaking from the Manager: (cont'd.)
{b) that it shall not declare any dividends/distributions to unitholders if;
- an event of default has occurred under the Transaction Documents, is
continuing and has not been waived or remedied, or folfowing such
declaration of dividends or distributions, an event of default would

occur; or

- the financial covenants are not met prier to andfor after such
distribution;

(iv} Third party legal assignment of the SPA entered into between MSP (“Vendor”)
and the REIT Trustee on behalf of MQREIT in respect of the Property (“SPA";

(v} Assignment and charge over the Designated Accounts as follows:

{(a} third party assignment and charge over the revenue account and
operations account by the Trustee; and

{b} first party assignment and charge of the debt service reserves account by
Murud;

(vi) Third parly legal assignment of all the proceeds under the tenancyflease
agreements of the Properly and any part thereof;

(vii} Third party legal assignment over all rights, title, interest and benefits under all
the insurance policies in refation to the Property:

(viiiy An irrevocable Power of Attorney to be granted by the Trustee in favour of the
Security Trustee to manage and dispese of the Property upon declaration of a
trigger event;
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APPENDIX B(II)

AUDITED FINANCIAL STATEMENTS OF M(Q REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQREIT™)
[Formerly known as Quill Capita Trust ("QCT"}]

20. Borrowings (cont'd.)

{c) Senior CPs/MTNs Programme of up to RM290 million ("Senior CP/MTN
Programme”), Junior CPs/MTNs Programme of up to RMA450 million (“Junior
CP/MTN Programme™) and Fixed Rate Subordinated Term Loan Facility of up

to RM250 milfion {"Fixed Rate Subordihated Term Loan”} [{cont'd.}]

The programmes are secured, infer-alia by the fallowing: (cont'd.)

(ix) Legal assignment over the REIT Trustee Financing Agreement entered into

between Murud and the Trustee;

(x) Third party first ranking legal charge over 100% of the shares of Murud; and

{xi} Any other securities deemed appropriate and mutually agreed between Murud
and the Lead Arranger prior to execution of all the Transaction Documents.

21. Unitholders’ capital

2015 2014
No. of units No. of units
Approved fund size:

At beginning of the year 490,131,000 480,131,000
Increase in approved fund size 208,869,000 -
At end of the year 700,000,000 480,131,000
No. of units No. of units

Issued and fully paid:
At beginning of the year 320,131,000 390,131,000
Issuance of new units on 30 March 2015 206,250,000 -
Private placement on 30 March 2015 65,000,000 .
At end of the year 661,381,000 380,131,000
Amount Amount
RM RM

Issued and fully paid:
At beginning of the year 411,712,067 411,712,067
|Issuance of new units on 30 March 2015 264,000,000 -
Private placement on 30 March 2015 78,000,000 -
Expenses on issuance of new units/placements (2,435,710) -
At end of the year 751,276,357 411,712,067
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APPENDIX B({I)

AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQREIT")

[Formerly known as Quill Capita Trust ("QCT")]

21. Unitholders' capital (cont'd.)

22.

23,

lssuance of 206,250,000 new MQREIT's units at an issue price of RM1.28 per unif and
private placement of 65,000,000 units at RM1.20 per unit on 30 March 2015 were done as
part of the purchase consideration for the acquisition of Platinum Sentral. The units were
listed on the Main Market of Bursa Malaysia on 30 March 2015.

investment in SPEs

Details of SPEs are as follows:

Name of SPEs

Murud Capital
3dn. Bhd,

Trusmadi Capital
Sdn, Bhd.

Samwise Capital
Sdn. Bhd.

Kinabalu Capital
Sdn, Bhd.

Country of

incorporation

Malaysia

Maiaysia

Malaysia

Malaysia

Principal
activities

Facilitating
financing for
MQREIT

Facilitating
financing for
MQREIT

Facilitating
financing for
MQREIT

Facilitating
financing for
MQREIT

Proportion of
controlling interest

All the above subsidiaries are audited by Ernst & Young, Malaysia.

Capital commitments

Capital expenditure commitrnents

[nvestment properties:

Approved and contracted for
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2015 2014

% Yo

100 100

100 100

100 100

100 100
Group

2015 2014

RM RM

3,160,527 2,319,728
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AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQREIT™)
[Formerly known as Quill Capita Trust ("QCT"}]

24,

25,

2B.

27.

Operating lease

Cperating lease commitments - as lessor

MQREIT has entered into leases on its investment properties. The non-cancellable leases
have remaining lease terms of between one to seventeen years (2014; between one to

eighteen years).

Future rentals receivable under non-cancellable leases at the reporting date are as
follows:

2015 2014

RM RV

Mot laler than 1 year 115,537,962 88,504,541
Later than 1 year but not later than § years 223,294 837 143,363,386
Later than 5 years 132,798,544 134,258,238

471,631,343 336,124,165

Net asset value per unit

The calculafion of nel asset value per unit is based on 661,381,000 units (2014;
390,131,000 units) in circuiation as at 31 December 2015,

Transactions with stockbroking companies

No transactions with stockbroking companies were made during the financial year.

Unitholdings by the Manager

As at 31 December 2015 and 2014, the Manager did not hold any units in MQREIT.
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APPENDIX B(II)

AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQREIT")
[Formerly known as Quill Capita Trust ("QCT"}]

29. Portfolio turnover ratic

30.

Group
2015 2014

Portfolio turnover ratio ("PTR"} [(times)] (.46 -

PTR is the ratio of the average of acquisilions and disposals of investments for the period
to the average net asset value of MQREIT for the period caiculated on a monthly basis.

Since the basis of calculating the PTR can vary among the REITs, there is no sound basis
for providing an accurate comparison of MQREIT against other REITs.

Management expense ratio

Group
2015 2014
% %
Management expense ratio ("MER") 1.19 1.10

MER is calculated based on the total fees including manager's fees, trustee's fee,
valuation fee and administration expenses charged fo MQREIT divided by the average net

asset value during the year.

Since the average net asset value of MQREIT is caiculated on 2 monthly basis, the MER
of MQIREIT may not be comparable to the MER of other REITs or unit trusts which may
use a different basis of calculation.
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AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Conr’d)

MRCB-Quill REIT ("MQREIT™)}
[Formerly known as Quill Capita Trust {"QCT")]

31. Related parties transactions

The related parties transactions other than as Group
disclosed in Note 7 are as follows: 2615 2014
M RM
{n Fit-out works for QB3 2,600,000 -
{iiy Assetenhancement for WT 176,536 4.176,241
(iliy  Toilet refurbishment work for QB2 1,532,654 -
{(iv) Ad hoc repair work for QB2 7,130 -
{v) Tenancy agreement with Prema Bonanza
Sdn. Bhd. 811,853
(vi} Car park income from Semasa Parking
Sdn. Bhd. 1,426,669 -
{vil) Auxiliary police services with Semasa Sentral
Sdn. Bhd, 428,220 -
{(viil) Supply of chilled water services with Semasa
District Cooling Sdn. Bhd. 2,281,709 -
(ix) Encroachment of land at Platinum Sentral 67,078 -

{x} Consultancy and project management services

for QB2 car park - -
9,331,849 4,176,241

Details of material contract with the related parties other than as disclosed in Note 7 are as
follows:

{iy Fit-out works for QB3 of RM2.6 million payable to QCSB, has been financed by
MQREIT, to secure top up rentals with tenants under a tong temm 10-year lease
agrezment as disclosed in Note 16.

QCSB is a member of the Quill Group, and is related to MQREIT's major unitholders
namely QPSB, QLSB, QESB and two of the directors of MQREIT's Manager,
namely Dato' Dr. Low Moi Ing, J.P. and Dato' Michael Ong Leng Chun.

{iiy Award of a contract of asset enhancement works of RM6.32 miltion to QCSB, by the

Manager on 25 October 2013; the amount billed and paid for during the financial
year ended 31 December 2015 amounted fo RM176,536.

(il Award of a confract for toilst refurbishment works for QB2 of RM1.68 million to
ACSRB, by the Manager on 12 February 2015.

Total amount accounted for the year ended 31 December 2015 is RM1,532,654.

ACSB is related to Quill Group, and owned by two of the directors of MQREIT's
Manager, namely Dato' Dr. Low Moi Ing, J.P. and Dato’ Michael Ong Leng Chun.
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AUDITED FINANCIAL STATEMENTS OF M(Q REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCEB-Quill REIT ("MQREIT™)
[Formerly known as Quill Capita Trust ("QCT")]

31. Related parties transactions {(cont’d.)

Details of matetial contract with the related parties other than as disclosed in Note 7 are as
follows: (cont'd.)

{iv) Ad hoc repair work for QB2 to supply and install glass panel at office lobby done by
ACSB, after finalising and awarded in view of the lowest quotalion amongst other
vendors, the amount incurred was RM7,130.

{v) Renewed tenancy agreement of the premises known as Unit G02-G0, Ground Floor
at Platinum Sentral to PBSB for a term of one year. The total rental received for the
financial year ended 31 December 2015 amounted to RM811,853,

PBSB is a 51% subsidiary of MRCB, which is a major unitholder of MQREIT and a
major shareholder of the Manager. The balance 49% shareholding in PBSB is held
by QRSB, a member of the Quill Group, which is also related to MQREIT's major
unitholders namely QPSB, QLSB, QESB as well as QRHSB which is a major
shareholder of the Manager.

(vi) Car park operation agreement with SPSB to appoint SPSB as the sole car park
operator vested with car park operations rights including occupying, managing and
operating car park charges in respect of car parking bays located at Platinum
Sentral; from April 2015 up to December 2015 amounted to RM1,426,669.

SPSB is a wholly owned subsidiary of MRCB.

(viy Auxiliary police services with SSRV for deployment of auxiliary police personnet at
Platinum Sentral, from Aprl 2015 up to December 2015, amounted to RM428,220,

SSRV is a whoily owned subsidiary of MRCB,

(vii) Supply of chilled water by SDCSB for installation, maintenance and meter reading
for Plalinum Sentral, the year to date charges amounted fo RM2,281,709.

SDCSB is a wholly owned subsidiary of MRCB.

(ix) Lease agreement with MRSSB on encroachment on 2 pieces of land located on
Platinum Senfral, measuring total NLA of 156,959 sq. ft., amounted to RMB7,078.

MRSSRB is a wholly owned subsidiary of MRCB.,

{xy The Manager has appointed QCSB as consultant and project manager for
consultancy and project management services for the proposed multi-storey car
park censtruction at QB2 for a coniract sum of RM825,614 exclusive of GST, The
work has yet to be commenced as of 31 December 2015,
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AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQREIT")
[Formerly known as Quili Capita Trust ("QCT")]

32, Interest rate swap {"IRS") arrangements

As parl of the active interest rate management strategy of MQREIT, the following IRS
arrangements have been entered into;

(i)  On 21 November 2011, an IRS arrangement swapping floating rate for fixed rate for
a notional amount RM&5 million ("{RS No. 5") was enlered into in relation to the
RM130 million nominal value CPs issued (Note 20(a)) with HSBC Bank (*HSBC™.
Pursuant to IRS No. 5, MQREIT will pay a fixed rate of 3.34% per annum to HSBC
whilst HSBC will pay a floating rate to MQREIT, IRS No. 5 commenced on 30
November 2011 and will mature on 5 September 2016.

{i  On 21 November 2011, an IRS arrangement swapping floating rate for fixed rate for
a notional amount RM6&5 million (MRS No. 6") was entered info in relation to the
RM130 million nominal value CPs issued (Note 20(a)) with CIMB Bank ("CIMB"),
Pursuant to IRS No. 6, MQREIT will pay a fixed rate of 3.34% per annum to CIMB
whilst CIMB will pay a floating rate to MQREIT. IRS No. 6 commenced on 30
November 2011 and will mature on 5 September 2016.

(i) On 21 Apiil 2015, an IRS arrangement swapping floating rate for fixed rate for a
notional amount of RM139.5 million ("IRS No. 7") was entered into in reiation to the
RM279 million CPs (Note 20(c)) with HSBC. Pursuant to IRS No, 7, MQREIT will pay
a fixed rate of 3.82% per annum to HSBC whilst HSBC will pay a floating rate to
MQREIT. IRS No. 7 commenced on 21 April 2015 and will mature on 30 March

2020,

(iv)  On 21 April 2015, an IRS arrangement swapping floating rate for fixed rate for a
notional amount of RM139.5 million ("IRS No. 8") was entered into in relation to the
RM279 million CPs (Note 20(c)) with CIMB, Pursuant to IRS No. 8, MQREIT will pay
a fixed rate of 3.82% per annum to CIMB whilst CiMB will pay a floating rate to
MQREIT. IRS No. 8 commenced on 21 April 2015 and will mature on 30 March
2020,

The differences between the floating rate and the fixed rate of the respective IRS
arrangerments are settied between MQREIT and the banks (HSBC and CIMB) semi-
annually for IRS No. 5 and IRS No. 6§ and quarterly for IRS No. 7 and IRS No. 8. These
are charged or credited to profit or loss accordingly.

The risk associated with the IRS arrangements above wouid be credit risk, which is the
counterparty risk of the financiat institutions with whoin the IRS were contracted. However,
the Manager has taken precaution to mitigate this risk by entering info the IRS contracts
with reputabie licensed financiaf institutions.

The fair values of the IRS arrangements are the estimated amount that would be received
or paid to terminate the IRS arrangements as at the reporting date, taking into account
interest rate market conditions. The fair values are obtained based on guotes provided by

the financial institutions,
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AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQREIT")
[Formerty known as Quill Capita Trust ("QGT"}]

32, Interest rate swap ("IRS") arrangements (conf'd.)

3.

MQREIT was eligible to apply hedge accouniing for its IRS arangements with effect from
1 October 2010, upon satisfying the requirements of the standard. Changes in fair values
of the IRS arrangements were since recognised in OCl. Prior to adoption of hedge
accounting, the fair value changes of the IRS arrangements were recognised in profit or
loss.

The fair values of the derivatives and the maturity profile as at the respective dates are as
follows:

Group
2015 2014
RM RM
Less than 1 yvear 686,257 -
More than 1 year and less than 5 years 1,594,224 1,224,193
2,280,481 1,224,193

Qther significant events

(a) Proposed Acquisition; Propesed Placement; Proposed Authority to altot New
Units for the purpose of the payment of Management Fee in the form of new
Units; Proposed Increase in the existing Approved Fund Size; Proposed
Change of Name and Proposed Amendments to the Trust Deed (collectively
referred io as the "Proposals")

As announced on 8 January 2015, the Trustee and MSP had, via a second
supplemental letter dated 8 January 2015, mutually agreed to further extend the
Conditiona! Period by a period of 3 months, thereby amending the last day of the
Extended Conditional Period from 9 January 2015 to @ Apsil 2015 ("Further
Extended Conditional Period”}, to fulfil all the Conditions Precedent in the SPA.

For the purpose of clanfication, the period for fulfilment of the condition precedent in
clause 4.1{h) of the SPA, which is sel out in Section 2.3(v){h) of the announcement
dated 10 April 2014 (such as the Trustee having received the proceeds from the
Proposed Placement or from the underwriting of the Units in relation to the
Proposed Placement), shall not be automatically extended by a further period of 3
months after the expiry of the Further Extended Conditional Period.

Asg announced on 22 January 2015, the listing application in respect of the listing of
and quotation for the new Units to be issued pursuant to the Proposed Acquisition,
Proposed Placement and Proposed Authority were submitted to Bursa Malaysia on
22 January 2015.
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AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Cont’d)

MRCB-Quill REIT ("MQREIT")
[Formerly known as Quill Capita Trust ("QCT"}]

33. Other significant events (cont'd.)

(2) Proposed Acquisition; Proposed Placement; Proposed Authority to allot new
Units for the purpose of the payment of Management Fee in the form of new
Units; Proposed increase in the existing Approved Fund Size; Proposed
Change of Name and-Proposed Amendments to the Trust Deed {collectively
referred to as the "Proposals™) {(cont'd.)]

As announced on 16 February 2015, Bursa Malaysia had, vide its letter dated 16
February 2015, approved the following:

(i) listing of and quotation for 206,250,000 new Units to be issued pursuant fo the
Proposed Acqguisition;

(i) listing of and quotation for up to 85,000,000 new Units to be issued pursuant to
the Proposed Placement; and

(iiiy tisting of and guotation for up to 18,619,000 new Units to be issued pursuant to
the Froposed Authority.

The above approval granted by Bursa Malaysia was subject to the foliowing
conditions:

() QCT and HLIB must fully comply with the relevant provisions under the Listing
Requirements pertaining to the implementation of the Proposed Acqguisition,
Proposed Placement and Proposed Authority;

(i) QCT and HLIB to inform Bursa Malaysia upon the completion of the Proposed
Acquisition, Proposed Placement and Proposed Authority,

(ify QCT to furnish Bursa Malaysia with a cedified true copy of the resolution
passed by fhe unitholders in general meeting approving the Proposed
Acquisition, Proposed Placement and Proposed Authority,

On 12 March 2015, QCT announced fhat its unitholders have supporied and
approved QCT's Proposed Acquisition of Platinum Sentral at the EGM held on 12
March 2015 and the unitholders of QCT have, at the Meeting held on the same day,
approved all the resolutions as set out in the Notice of Meeting for the EGM, wherein
all the resolutions were duly catried by way of poll.

As announced on 17 and 18 March 2015, following the book-building exercise, the
Board had, on 17 March 2015 ("Pre-Fixing Date"), fixed the issue price of the
Placement Units at RM1.20 per Unit, representing a discount of approximately
1.86% or RM0.0227 to the 5-day VWAMP of the Units up to and including 16 March
2015, being the last trading date immediately prior to the Price-Fixing Date, of
RM1.2227. The ftotal of 65,000,000 Units allocated to setected investors
representing approximately 16.66% of the existing approved fund size of QCT of
390,131,000 units, raised gross proceeds of approximately RM78,000,600.
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AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMBER 2015 (Con:’d)

MRCB-Quilt REIT ("MQREIT"}
[Formerly known as Quill Capita Trust ("QCT"}]

33. Other significant events (cont'd.)

{a) Proposed Acquisition; Proposed Placement; Proposed Authority to allot new
Units for the purpose of the payment of Management Fee in the form of new
Units; Proposed increase in the existing Approved Fund Size; Proposed
Change of Name and Proposed Amendments to the Trust Deed (collectively
refecred to as the "Proposals™) [{cont'd.)]

An announcement was made on 24 March 2015, that all the conditions precedent
under the SPA for the Proposed Acquisition were fulfilled on 23 March 2015,
Accordingly the SPA for the Proposed Acquisition had become unconditional on

even date.

As announced in the Trust's Additional Listing Announcement on 27 March 2015, a
private placement of 65,000,000 units was placed at the unit price of RM1.20 per
Hnit and listed on the Main Market of Bursa Malaysia on 30 March 2015. In the
same announcement, 208,250,000 new Units was issued to MSP, a wholly-owned
subsidiary of MRCE at an issue price of RM1.28 per Unit pursuant fo the Proposed
Acquisition of Platinum Sentral.

As announced on 30 March 2015, 65,000,000 Placement Units issued pursuant {o
the Proposed Placement and 208,250,000 Consideration Units issued pursuant to
the Proposed Acquisition have been listed and quoted on the Main Market of Bursa
Mafaysia an 30 March 2015, thereby marking the compietion of the Proposed
Placement and Proposed Acquisition,

As announced on 31 March 2015, the proposed change in shareholding structure of
QCM was completed on the even day.

As announced on 21 Aprll 2015, the Third Supplemental Deed dated 2 April 2015
governing QCT ("Third Supplemental Deed") has been registered by and lodged
with the SC on 14 Aprii 2015 and 20 April 2015 respectively. The Third
Supplemental Deed takes effect from 14 Apdl 2015 and the name of QCT has been
changed from "Quill Capita Trust" to "MRCB-Quill REIT",

As announced on 25 May 2015, the management company of MRCB-Quill REIT
(farmerly known as Quill Capita Trust) has changed its name from “Quill Capita
Management Sdn. Bhd." to "MRCB Quill Management Sdn. Bhd.".

As announced on 16 February 2015, Bursa Malaysia had, via its letter dated 16
February 2015, approved the listing of and quotation for up to 18,619,000 new Units
for the purpose of the payment of management fee.

As announced on 23 July 2015, an application has been submitted fo Bursa
Malaysia to seek for extension of 6 months from 18 August 2015 to 15 February
2016 for the Proposed Authorily. Announcement has besn made on 30 July 2015
that Bursa Malaysia had, vide its letter dated 29 July 2015, approved an extension of
time from 16 August 2015 to 15 February 2016 pursuant to Paragraph 6.62(1) of the
Main Market Listing Requirements of Bursa Malaysia.
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AUDITED FINANCIAL STATEMENTS OF MQ REIT FOR THE FYE 31 DECEMEBER 2015 (Cont’d)

MRCB-Quill REIT {("MQREIT"}
[Formerly known as Quilf Capita Trust ("QCT")]

33. Other signlficant events {cont'd.)

(b} Praposed disposal of QB10

As announced on 25 February 2015, the Trustee, acting solely in the capacity as
trustee for and on behalf of QCT, had entered info a SPA with Aldwych Capital Sdn,
Bhd. (formerly known as Superplas Trading Sdn. Bhd.) for the disposal of a 5-slorey
office building together with a level of basement car park located at No. 2A, Lorong
13/6A, Sectlion 13, 46200 Petaling Jaya, Selangor erected on a parcel of leasehold
land held under Pajakan Negeri 3699, Lot 57 Seksyen 13, in the town of Petaling
Jaya, District of Petaling and state of Selangor for a cash consideration of RM27.3

million.

As announced on 7 September 2015, the Proposed Disposal was completed on 4
September 2015 in accordance with the terms and conditions of the SPA executed

on 25 February 2015,

(¢) Award of Cantract to a Reiated Party (under Paragraph 9.43(1) of the Main
fMarket Listing Requirements)

As announced on 13 November 2015, {the Board of Directors of MQM, the
management company of MQREIT on behaif of MQREIT, has appointed QCSB as
consultant and project manager for consultancy and project management services
for the proposed multi-storey car park construction at QB2 for a contract sum of
RM925,614 exclusive of GST ("Appointment"}.

The transaction with QCSB is regarded as a RPT by virtue of QCSB being a
company within the Quill Group and is related to MQREIT's major unitholders
namely QPSB, QLSB, QESB, as well as QRHSB.

(d) Execution of Heads of Agreement ("HOA") between MQREIT and 348 Sentral
Sdn. Bhd. ("Vendor"), a wholly-owned subsidiary of MRCB

As announced oh 3 December 2015, the Trustee, had on 3 December 2015, entered
into HOA with the Vendor for the proposed acquisifion of a 33 storey office tower
known as Menara Shell together with a 5 storey podium and 4 storey basement car
park, bearing the postal address of No. 211, Jalan Tun Sambanthan, 50470 Kuala
Lumpur, Wilayah Persekutuan, Malaysia (coltectively “the Property"} erected on part
of a freehold land held under Geran 40094, Lot 348, Section 72, Town and Districi
of Kuala Lumpur, Wilayah Persekutuan Kuala Lumpur for a purchase consideration
of RM&40 million ("Proposed Acquisition™).

The purchase consideration of RM&40 million for the Proposed Acquisition is based
on valyation and is subject to such adjustment (if any} prior to the execution of the
definitive SPA. The purchase price will be satisfied by MQREIT via a combination of
cash and issuance of new MQREIT units, which allocation shall be mutually
determined and agreed upon prior fo the execution of the SPA.
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33. Other significant events (conf'd.)

{d) Execution of Heads of Agreement ("HOA") between MQREIT and 348 Sentral
Sdn. Bhd. (*Vendor"), a wholly-owned subsidiary of MRCB (cont'd.)

The Froposed Acquisition shall be conditional upen, among others, approvals being
obtained from the shareholders of the Vendor and MRCB, unitholders of MQREIT

and the relevant authorities.

The Proposed Acquisition is subject to a SPA fo be entered into between the
Trustee and the Vendor {collectively, the "Parties") within 30 business days from the
date of the HOA ("Cut-Off Date"} with an automatic extension of a further period of
30 business days in the event that MGREIT is unable to complete its due diligence
investigations by the Cuf-Off Date, and thereafter, such further extension of fime as
may be mutually agreed.

During this time, or up to the daie when the Parties have entered into a definitive
SPA, the Farties agree to co-operate exclusively with each other with respect to the
Froposed Acqulsition,

A detailed anpouncement will be made upon signing of the SPA.

Astramina Advisory Sdn. Bhd. has been appointed as Transaction Arranger for the
Proposed Acquisition.

(e} Renewal of tenancy with a Related Party {under Paragraph 9.43(1) of the Main
Market Listing Requirements)

Ag announced on 14 December 2015, the Trustee, had on 14 Dscember 2015
renewed the tenancy of the premises known as Unit G02-G04, Ground Floor at
Platinum Sentral to PBSB for a term of one year with an option to renew for a further
term of one year at an esfimated annual rental of RM787,000 ("Tenancy Renewal").

PBSB was incorporated in Malaysia under the Companies Act, 1865 on 11
December 2006 and its principal activity is property development.

PBSB is a 51% subsidiary of MRCRB, which is a major unitholder of MQREIT and a
major shareholder of the Manager. The balance 48% shareholding in PBSB is held
by QRSB, a member of the Quill Group, which is also related to MQREIT's major
unithotders namely QPSRB, QLSB, QESB as well as QRHSB which is a major
sharehelder of the Manager.

The Tenancy Renewal will not have any matenal effect on earnings, NAV and
gearing of MQREIT. The Audit Commiltee is of the opiniont that the terms of the
Tenancy Renewal are fair, reasonable and on normal commercial terms and will not
be detrimental to the interasts of the non-interested unitholders of MQREIT.
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34. Subsequent event

Proposed Authority to allot new Units for the purpose of the payment of
Management Fee in the form of new Units {("Proposed Authority")

Pursuant to Faragraph 6.62(1) of the Main Market Lisfing Requirements of Bursa
Malaysia, stipulates that a proposal relating to the issuance of securities must be
completed within 8 months from the date of listing approval by Bursa Malaysia, failing
which the listing approval given with regard o the proposal will [apse.

As announced on 28 January 2016, an application has been submitted to Bursa Malaysia
on 28 January 2016 to seek a further extension of time of § months from 16 February
2016 fo 15 August 2016 to implement the Authority.

35. Fair value of financial instruments

(a)  Fair value of financial instruments by classes that are not carried at falr value
are as follows:

Group
Carrying
value Fair vaiue
Note RM RM
Financia! liabilities:
At 31 December 2015
Non-current
Fixed Rate Term Loan Facility
of up to RM 150 million 20 116,475,715 117,000,000
Senjor CPs/MTNs Programme
of up to RM230 milllion 20 274,930,520 276,251,850
Fixed Rate Subordinated Term Loan
Facility of up to RM250 million 20 109,405,371 110,000,000
Security deposits 15,572,463 13,233,084
At 31 December 2014
Non-current
CPs/MTNs Programme of up to
RM270 million 20 188,834,344 189,601,323
Fixed Rate Term Loan Facility
of up to RM 150 million 20 116,278,108 117,000,000
Security deposits 7,503,503 6,347,581
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35. Fair value of financial instruments (cont'd.)

{b) Determination of fair value
The fair values of long term borrowings are estimated by discounting expected

future cash flows at market incremental lending rate for similar types of lending,
borrowing or leasing arrangements at the reporting date.

The fair value of security deposits is estimated based on the current cost of funds.

The following methods and assumptions were used to estimate the fair values of the
following classes of financial instruments:

Cash and cash equivalents, trade and other receivables, trade and other payables,
security deposits and short term borrowings,

The carrying balances of these financial instruments approximate their respective
fair values due to the relatively short-term maturity of these financial instruments.

Derivalives

IRS contracts are valued using reference to their marked to market fair values as at
the reporting date quoted by the financial institution.

{c) Fairvalue hierarchy

The Group uses the hierarchy as per Note 3.19 for determining and disclosing the
fair value of financial instruments,

As at 31 December 2015, the Group held the following financial instruments carried
af fair value in the statement of financial position:

Assets measured at fair value

2015 Level 1 Level 2 Level 3
RM RM RM RM
Derivatives
- non-current 1,594,224 - 1,594,224 -
- current 686,257 - 886,257 -

During the financial year ended 31 December 2015, there were no transfers
between Level 1 and Level 2 fair value measurements.
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36. Fair value of financial instruments (cont'd.)
(c} Fair value higrarchy (cont'd.)

As at 31 December 2015, the Group held the following financial instrumants carried
at fair value in the statement of finrancial position: (cont'd.)

Assets measured at fair value (cont'd.)

2014 Level 1 fevel 2 Level 3
RM RM RM RrRM
Derivatives
- non-current 1,224,193 - 1,224,193 -
- current - - - _

During the financial year ended 31 December 2014, there were no transfers
between Level 1 and Level 2 fair value measurements.

36. Financial risk management objectives and policles

The Group is exposed to financial risks ariging from its operations and use of financial
insfruments, including interest rate risk, credit risk, liquidity risk and market risk.

The Group has a system of controls in place to create an acceptable balance between the
costs of risks occurring and the costs of managing the risks. The Manager continually
monitars the Group's risk managemenrt process to ensure thal an appropriate bafance
between risk and control is achieved. Risk management policies are reviewed regulariy to
reflect changes in market conditions and ihe Group’s activities.

The Audit Committee oversees how management monitors the compliance with stated risk
management policies and procedures, assisted by the internal auditor. The internal auditor
undertakes regular review of risk management cantrols and procedures, the resuits of
which are reported to the Audit Committee.

The following section provides defails of the Group’s exposures to the above mentioned
risks and the objectives and policies for the management of these risks:

(a) Interest rate risk

The Group's exposure to changes in interest rates relates primarily to borrowings as
disclosed in Nole 20. Interest rate is managed on an on-going basis with the primary
objective of limiting the extent to which net interest expense could be affected by
adverse movements in interest rates. IRS arangements have been entered info to
partially manage the exposure to interest rate risk. Details of the IRS arrangements
are as described In Note 32,
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36. Financial risk management objectives and policies (cont'd,)

The following section provides details of the Group’s exposures to the above mentioned
risks and the objectives and policies for the management of these risks: (cont'd.)

(a} Interestrate risk (cont'd.}

Sensitivity analysis for interest rate risk

Al the reporting date, if interest rates had been 100 basis points lower/higher, with
all other variables held constant, there is no impact on the Group's incoeme net of tax
as all of its floating rate borrowings have been hedged under the IRS arrangements
as described in Note 32. The assumed movement in basis point for the interest rate
sensitivity analysis is based on the current observable market environment,

(b) Credit risk

Credit risk is the rizsk of potential financial loss resulting from failure of a customer or
counterparty to settle its financial and contractual obligations to the Group as and
when they fall due.

The Group's exposure to credit risk arises primarily from trade receivables. The risk
is managed by stringent selection process to ensure creditworthy and good standing
tenants are selected. The risk of non-collection of rental is mitigated by diligent on-
going monitoring of outstanding receivables and collection of security deposits frorm
tenants.

For other financial asséts, the Group minimises the credit risk by dealing with high
credit raling counterparties and/or reputable and licensed financial institutions,

As at 31 December 2015, the Group's maximum exposure to credit risk is
represented by the carrying amount of its financial assets as follows:

Group
2015 2014
Note RM RM
Trade and other receivables 17 5,648,126 6,142,148
Cash and cash equivalents 18 44,863,963 23,288,998
Derivatives 15 2,280,481 1,224,193
Lease receivables 16 2,410,548 -
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36. Financial risk management objectives and policies (cont'd.)

The followihg section provides details of the Group's exposures to the above mentioned
risks and the cbjectives and policies for the management of these risks: (cont'd.}

(c} Liquidity risk

Liguidity risk is the risk that the Group will encounter difficulty in meeting financial
obligations due to shortage of funds, which may potentially arise from mismatches of
maturities of financial assets and liabilities. As the timing of funding arrangements
can te critical, the Group may be exposed to the risk of its real estate properties
being foreclosed in the interim.

To mitigate liquidity risk, the Manager maintains adequate level of cash and cash
equivalents and arranges for refinancing of the Group's borrowings on a timely basis
to fund the Group's operations and meet its financial obligations. in addition, the
Manager cbserves the SC REIT Guidelines concerning the Hmits to total borrowings
and ensures compliance with stated financial covenants per terms of its borrowings.

Analysis of financial instruments by remaining contractual maturities

The table below summarises the maturity profile of the Group's liabilities at the
reporting date based on contractual undiscounted repayment obligations.

On demand
or within One to five
one year years Total
RM RM RM
At 31 December 2015
Trade and other payables 13,574,839 - 13,574,839
Borrowings 217,834,721 570,895,110 788,729 831
Secunty deposits 2,615,677 15,672,463 18,088,140
233,925,237 586,467,573 820,392,810
At 31 December 2014
Trade and other payables 12,241,188 - 12,241,188
Borrowings 13,171,000 326,844,238 340,015,238
Security deposits 2,263,661 7,503,503 8,767,064
27,675,749 334,347,741 362,023,480
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36. Financial risk management objectives and poticies (cont'd.)

The following section provides details of the Group's exposures {o the above mentioned
risks and the objectives and policies for the management of these risks: (conf'd.)

{d) Market risk

Market risk is the risk that changes in market prices, such as inferest rate and unit
fund prices which will affect the Group's financial results or the value of its haldings
of financial instruments. The objective of market risk management is to manage and
control market risk exposures within acceptable parameters, while optimising the

return on risk.

37. Capital management

The primary objective of capital managetment is to optimise the Group's capital structure
and cost of capilal, while maintaining the gearing ratio within the limits as set out in the SC

REIT Guidelines.

The Manager employs a combination of appropriate and flexible debt and financing
policies to manage both current and future funding requirements of MQREIT. The
Manager, on an en-going basis, manages the capital structure of MQREIT and makes
adjustments to it when necessary, in the light of changes in economic conditions.

MQREIT's capital includes units issued, undistributed distributable income and non-
distributable reserves.

38. Segmental reporting

Ne segmental reporting is prepared as the Group's activities are predominantly in one
industry segmenit and its properties are situated in Malaysia.
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VALUATION CERTIFICATE FOR THE PROPERTY

C H Williams Talhar & Wang Sdn Bhd {18145.1)

Report and Valuation

30-01 30" Flaar
Menara Multi-Purpase

8 lalan Munshi Abdullah

QOur Ref : WTW/01/V/001194/15/LAl

P O Box 12157

50100 Kuala Lumpur

Date: 2 0 JUN 2016

Malaysia

T +({6 03) 2614 BBBB
Malaysian Resources Corporation Berhad ' F +(6 03) 2616 8899

Level 30, Menara Allianz Sentral
Ne. 203, Jalan Tun Sambanthan
Kuala Lumpur Sentral

P.O. Box 12640

50470 Kuala Lumpur

Dear Sirs

CERTIFICATE OF VALUATION

MENARA SHELL

ERECTED ON PART OF PARENT LOT NO. 348 SECTION 72
TOWN AND DISTRICT OF KUALA LUMPUR

FEDERAL TERRITORY OF KUALA LUMPUR

FOR SUBMISSION TO BURSA MALAYSIA SECURITIES BERHAD

In accordance with the instructions of Malaysian Resources Corporation Berhad, we, C H Williams
Talhar & Wong Sdn Bhd, have carried out a valuation on the above mentioned property as ot 19
May 2016 ON THE BASIS AS STATED IN DETAIL UNDER TERMS OF REFERENCE HEREIN for the
purpose of submission o Bursa Malaysia Securities Berhad in relation fo the propesed disposal by
348 SENTRAL SDN BHD, a wholly-owned subsidiary of MALAYSIAN RESOURCES CORPORATION
BERHAD, of one (1) block of thirly three (33} storey strafified office building erected on a five {5}
storey podium and four {4) levels of basement car park known as “Menara Shell” bearing postal
address of No. 211, Jalan Tun Sambanthan, 50470 Kuala Lumpur to MAYBANK TRUSTEES BERHAD
{acting as Trustee, for and on behalf of MRCB-QUILL REIT).

We have prepared and provided this Valuation Cerfificate which outlines key factors that have been
considered in arriving at our epinion of Market Value and refleds all information known by us and
based on present market conditions.

We have inspected the property on 4 September 2015, 4 November 2015 and 19 May 2016; the
material date of valuafion is taken as at 19 May 2016.

This valuation has been prepared in accordance with the Asset Valuation Guidelines issued by the
Securities Commission Malaysio and Malaysia Valuation Standards issued by the Board of Valuers,
Appraisers and Estate Agents, Malaysia.

The basis of the valuation is Market Value which is defined by the Malaysian Valuation Standards
(MV5] to be “the estimated amount for which an asset or liability should exchange on the date of
valuation between a willing buyer and a willing seller in an arm’s length transactian after proper
marketing wherein the parties had each acted knowledgeably, prudently and without compulsion”.

This Certificate of Valuation should be read in conjunction with the full Report and Valuation.

CBRE-WTW Joint Venture
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CBRE |

C H Williams Talhar & Wong Sdn Bhd (1814%-u)

Qur Ref : WTW/01/V/001194/15/LAl
Page 2

IDENTIFICATION OF PROPERTY

Interest Valued : One (1) block of thirty three {33) sforey stratified office building
erected on a five (5) storey podium and four (4) levels of basement
car park

Address : Menara Shell, No. 211, lalan Tun Sambanthan, 50470 Kuala
Lumpur

Strata Title : Yet to be issued

Parent Title No : GRN 40094

Parent Lot No, : Lot 348 Section 72, Town and District of Kuala Lumpur, Federal
Territary of Kuala Lumpur

Net Lettable Area 1 51,751.97 square metres (557,053 square feet]

Tenure :  Term in perpetuity (Freehold)

Category of Land Use : Building

Registered Owner : 348 SENTRAL SDN BHD

Encumbrance : Charged to CIMB INVESTMENT BANK BERHAD (as security agent for
CIMB BANK BERHAD, EON BANK BERHAD* and RHB BANK
BERHAD)

*Note:

We noted that EON BANK BERHAD is currently known as HONG
LEONG BANK BERHAD.

Resiriction In Interest : Nil

TERMS OF REFERENCE

As instructed, the valuation shall be conducted based on the following bases:-

i)  The subject property has a net letlable area of 557,053 square feet as per the tenancy schedule
dated 25 March 2016;

i} The subject property has a total of 915 car parking bays and 110 motorcycle bays; and

i) Individual strata fitle with “building” category of land use will be issued to the subject property
for commercial use conveying a freehold tenure, which is registerable, transferable and
marketable.

THIS VALUATION S BASED ON AVAILABLE INFORMATION THAT IS PRESUMED TO BE CORRECT.
WE RESERVE THE RIGHT TO AMEND THE FACTS AND THE VALUE IN THE EVENT THAT THESE ARE
INCORRECT.
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GENERAL DESCRIFTION

The subject property, which known as Menara Shell, is located within the Kuala Lumpur Sentral
development. It is located approximately 10 kilometres by road to the south-west of Kuala Lumpur
City Centre (KLCC).

Developments within the vicinity include Brickfields, Mid Valley City, KL Eco City, Taman Seputeh,
Federal Hill, Taman Bangsar and Taman Bukit Pantai.

Site

The parent lot, Lot 348, is near trapezoidal in shape and has ¢ titled land area of 8,475 square
metres {approximately 91,224 square feet or 2.0942 acres).

The site is generally flat in terrain and lies at about the same level with the existing frontage metailed
road, Jalan Tun Sambanthan. The boundaries of the subject site are not demarcated with any form
of fencing.

The compound where not built-upan is improved with concrete driveway, tarmac and landscaped.
Proper pre-cast concrete drainoge system are provided within the subject site.

Building

Based on the latest Approved Revised Building Plan prepared by Messrs. Hijjas Kasturi Associates
Sdn and approved by Dewan Bandaraya Kuala Lumpur on 4 December 2012 vide reference no. BP
S1 OSC 2012 1425 and the Bomba submission plan bearing fail no. JBPM:WP/2/0086., the subject
development comprises a thirty three (33) storey office building and one {1) black of twenty one {21)
storey of serviced apartment (157 units) erected on o five (5) storey podium and- four {4) levels of
bosement car park.

For the purposes of this valuation, we are instructed to value only the thirty three (33) storey stratified
office building erected on a five {5) storey pedium and four (4} levels of basement car park known
as Menara Shell.

The building is constructed of reinforced concrete framework with reinforced concrete floor and
reinforced concrete flat reof. The facades are generally of rainscreen system with PVDF coated
aluminium composite panel cladding, unitised curtain wall system with ICU glass for vision and
monolithic heat strengthened glass for spandrel to PVDF coated extruded aluminjum framing and
unifised curtain wall system with PVDF coated aluminium composite panel cladding.

The net lettable area of the subject property is 557,053 square feet (approximately 51 ,751.97 square
metrés). The subject property. comprises 915 car parking bays and 110 motorcycle bays based on
our confirmation with the owner and our on-site calculation.

The subject property is sited within the Multimedia Super Corridor {(MSC) Malaysia Cybercentre @
Kuala Lumpur Sentral. The subject property has received the LEED Platinum certification by the US
Green Building Council. The subject property has won the Malaysia Property Award 2015 for the
Office category from FIABCi-Malaysia.

The subject property has been issued with the Certificate of Completion and Compliance {(CCC) on
18 February 2014 bearing LAM/WP/Nc. 3402, The age of the subject property is approximately 2
years old.
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OCCUPATION

Based on the fenancy schedule as at 25 March 2016 provided to us, the occupancy rate of the subject
property is approximately 99.87% (556,333 square feet). These fenants are not related to the
registered owner. We were made to understand by the owner that there is no changes on the tenancy
schedule as at the date of valuation and the tenants are not related to the owner.

The breakdown for occu onc rcﬂe of 1he sub|ecf rope for the past 2 years is as follows:-

December 20]4 71 .56%
December 2015 99.87%
May 2016 99.87%

The tenancy periad of the tenancies vary from 2 to 15 years. The breakdown of the term of lease /
fencncy a reemem‘ |s as follows -

2 years 0.42%
3 years 44.82%
15 years 54.76%
RENTAL

The average renfals analysed from the tenancy schedule dated 25 March 2016 of Menara Shell
provided s are as foll

December 2014 : RM7.43 psf

December 2015 RM7.28 psf

May 2016 RMA7.28 psf_
QUTGOINGS

The average outgoings analysed from the Qutgoings of Menara Shell for 2015 and Projection of
2016 os provided to us by 348 Seniral Sdn Bhd are as follows:-

2015 RM).83 ot
Projection 2016 RMZ.10 pst_

The subject property was completed in Year 2014, therefore, most of the maintenance and repairs
were still under defect liahility peried in Year 2014 and Year 2015,

We were made to understand by the owner that the outgoings for October to December 2015 has
been increased gradually from approximately RM1.85 per square foot to RM1.95 per square foot.
This is due to addifional maintenance expenses had been incurred after the defect liability period.
Therefore, we have adopt a 5% increment from RM1.95 per square foot, at RM2.10 per square foot
as the outgoings for term to reflect the actual outgoings together with sinking fund for the subject
property.

For the purpose of this valuation, we have adopted ouigoings for term and reversionary at RM2.10
and RM2.15 per square foot per month, respectively based on the analysis of the Actual and
Projection of Outgoings.
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PLANNING PROVISIONS

The subject property is designated for commercial building use for the purpose of office and serviced
apartment as per the Express Condition in the document of parent fitle.

METHOD OF VALUATON

We have adopted the Investment Method as the primary method for this valuation exercise and
Comparison Method as a check method.

Investment Method

The Investment Method entuails determining the net current annual income by deducting the annual
outgoings from the gross annual income and capitalising the net income by o suitable rate of return
consistent with the type and quality of investment to arrive at the market value.

Comparison Method

Recent transactions and asking prices of similar properties in the larger locality are analysed for
comparison purposes with adjustments made for differences in location/visibility, age/condition of
building, design/finishes/specifications, size (net lettable area), strata/individual title, fenure, density,
public amenities {LRT/KTM/etc), green building features, MSC status, fitle restrictions if any, and other
relevant characteristics fo arrive at the market value.

YALUE CONSIDERATION

investment Method

a) Office Space

The parameters adopted in the Investment Method are as follows:-

Average Term RM7.28 pst | We have adopted current passing rent.

Gross Rental .
Average RM7.62 pst | Considered the asking rentals of similar office buildings and retail
Reversionary Gross mall within the vicinity, i.e. office area within Platinum Sentral @
Rental RMS .00 psf.

The average reversianory grass rental showed an increment of
4.70% from the average term grass rental.

Term Monthly RM2.10 psf | Considered the current and the projection of outgoings of the subject

Outgoings property.

Reversionary RM2,15 psf | Considered the projeciion of aulgaings of the subject property.

Monthly QOutgoings

Void 5.00% We have adopted the void for rent-free period and risk of vacancy
and unceriainty.

Term Capitalisafion 5.50% Based on the recent transactian of the office buildings within Klang

Rate Volley, the net yield ranges from 4.71% to 5.62%. It is noted that

Reversionary 6.25% Dijaya Ploza, Nu Tower 1 and Platinum transacted at a net yield of

Capitalisation Rate 5.47%, 4.71% and 5.62%, respectively.

Toking into consideration the lacation, building specificofion/ green
building features and MSC compliance of the subject property, we
have adopted the net yield {term) ot 5.50% and net vyield
(reversionary) at 6,25%.
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b} Car Park

Term 1& 2 - Net
Manthly Income

RM155,000/- to RM263,824/-

entered info between 348 SENTRAL SDN BHD
ond SEMASA PARKING SDN BHD dated 28
October 2014. The operation period is 3 yeors
commencing fram 1 January 2014.

Based on our survey of the car parking rofes
within Kuala Lumpur Sentral and the Lease
Agreement dated 1 November 2013 mode
between the Lessor, 348 SENTRAL SDN BHD and
the Lessee, SHELL PEOPLE SERVICES ASIA SDN
BHD.

Reversionary — Gross
Monthly Incame

RM355,954/-

Car Park Rates:
Reserved Bay : RM420/- per bay
Floating Bay: RM210/- per bay
Hourly Raie : RM4.00 per hour

Based on our survey of the car parking rates
within Kualo Lumpur Sentral,

Term 1 Monthly

The monthly income of car park is net income.

Capitdlisation Rate

Reversionary
Caoptalisation Rate

6.25%

Outgoings.

Term 2 & Reversionary | 10% of the gross monthly rental | Considered the outgoings of similar cor park
Menthly Ouigoings from the car park collection area.

Term 1.& 2 5.50% to 5.75% We have adopted the net yield {term) ot 5.50%

and net yield {reversionary) at 6.25% which is in
line with the voluotion of office building.

The market value of car park is analyzed at approximately RM&3,800 per bay.

c) Other Income

We have taken into consideration the income from kiosks and store in our valuatfion.

We have capitalised these income as stated in the Tenancy Schedule dated 25 March 2016 at 6.25%
in our valuation. No outgsings hove been considered as the outgoings hove been reflected in the
valuation of office area within Menara Shell.
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Comparison Method

a) Office Building

In arriving at the market value of the subject property based on Comparison Method, we have
considered transactions of office buildings within the immediate and surrounding localifies.

The comparables are as follows:-

Bursa Malaysia General

Services Department

3 25 e SR 3
Valuation and Property |

Valuation and P-ro.perty
Services Depariment

{RM persquare foot)

(exclusive of car park]

{exclusive of car park)

Seource Announcement (PPH) (JPPH)
Building Name Dijaya Plaza Ny Tower 1 Platinum Sentral
. Jalan Tun Razak, Kuole | Jalan Tun Sambanthan, | Jalon Stesen Sentral, KL
Location
Lumpur KL Se,n_trc:l Sentral
A 19-starey office
building with 2.levels of A 26-sforey stratified 5 blocks cnf 4 to 7 storey
Type basement car park ffice buildin commercial buildings
containing 322 car office 9 with 637 car park bays
parking bays
T Term in perpetuity Term in perpetuity Term in perpetuily
enure {Frechold) {Freehold) {Freehold)
Nef_ f_eﬁable Areaq 156,488 259,632 475,857
{square feet)
Date of Transaction 28/01/2016 26/03/2015 10/04/2014
. Hanga Daol Fund MRCB Sentral Properties
Vendor Tropicana Plaza Sdn Bhd Management Sdn_Bhd
K ivestment Malaysian ‘Maybank Trustees
Purchaser encgga kng:‘s:l men Communicatiéns and Berhad (frustee of Quill
an Multimedia Commission Capita- Trust)
Consideration RMM.O,GQO;QOO/ - RM283,000,000/- RM‘?F%G,GU.,O.’,_QOO/-
Andhysis RM8,301/- RM11,733/- RM15,730/-
RM per square metre) {exclusive of ¢ar park) (exclusive of car park) {exclusive of cor park)
Analysis RM771/- RM1,090/- RM1,461/-

{exclusive of car park)

Remarks

¢ Within MSC
Cybercentre @ KL
Sentral

»  Within MsC
Cybercentre @ KL
Senitral

s Green building - BCA
Green Mark Platinum
Cerlification

Adjustments

Adjustments made on location, size (net lettable area), building’s age /
condifions, design / finishes / specifications, stratified / individual title, density,
public.amenities, green building feafures and MS$C status,

Adjusted Value

RM1,003 per square
foot

RM1,145 per square
foot

RM1,096 per square

foot

It is noted that the analyzed values range from RM1,003 1o RM1,145 per square foot. We have
adopted Comparable 3 as the most appropriate comparable based on the location and its similar

characteristics, Therefore, we have adopted RM 1,100 per square foot in our valuation.
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b) Car Park

In arriving at the market value of the car park based on Camparison Method, we have considered
transacfions of car parks within Klang Valley.

The comparables are as follows:-

Source Bursa Malaysia Securities Berhad Bursa Malaysia Securities Berhad
Building Name Pavilion Kuala Lumpur Fost Wing OFfit;rzh:klcon @Tun
Location Jalan Bukit Bintang Jalan Tun Razak

Type Car Park Car Park

No. af Car Park 72 bays 301 hays

Date af Transaction 01/07/2015 24/12/2009

Vendor Pavilion REIT Star Residence Sdn Bhd
Purchaser Urusharta Cemerlang Sdn Bhd T.5 Law Realty Sdn Bhd
Cansideration RM4,896,000/- RM18,151,000/-

o ";‘f bay) RM68,000/- RM60,302/-
Adjustments Adjustments made on location and age of building / condition.
Adjusted Value L '

(RM per bay) RM&1,200/- RM&0,302/-

It is noted that the analyzed values range from RM60,302 to RM61,200 per bay. We have adopted
Comparable 1in this valuation at RME0,000 per bay as it is the latest transaction.

Reconciliation of Value

The market value for the subject property derived from both Investment Method and Comparison
Method are shown as follows:-

Investment Methed - RM640,000,000/-
Comparison Method - RM665,000,000/-

We have adopted the market value derived from Investment Method as a fair representation of the
market value of the subject property in view of the fact that the subject property is an income

generating property.
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C H Williams Talhar & Wong Sdn Bhd {18149-U)

Our Ref : WTW/01/V/001194/15/LAl
Page 9

VALUATION

Taking into consideration the above factors, we therefore assess the market value of the subject
property BASED ON BASIS AS STATED IN DETAILED UNDER THE TERMS OF REFERENCE HEREIN
and free from all encumbrances is RM640,000,000/- (Ringgit Malaysia : Six Hundred And Forty
Million Only).

Yours faithfully
for and on behalf of
C H Williams Tathar & Wong Sdn Bhd

S ey
Sr HENG KIANG HAT™
MBA (Real Estate), B.Surv {Hons) Prop.Mgt.
MRICS, FRISM, MPEPS, MMIPPM
Registered Valuer (V-486)
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APPENDIX B(IV)

FURTHER INFORMATION

1.

DIRECTORS' RESPONSIBILITY STATEMENT

Part B of this Circular has been seen and approved by your Board who collectively and individually
accept full responsibility for the accuracy and completeness of the information given herein insofar as it
relates to our Group. Your Board hereby confirms that after having made all reasonable enquiries, and
to the best of their knowledge and belief, there is no other fact, the omission of which would make any
statement herein false or misleading.

Information relating to MQ REIT has been obtained from publicly available documents (where
available) and other information/ documents provided by its directors/ manageinent. The sole
responsibility of your Board has been to ensure that the information in relation to MQ REIT has been
accurately reproduced.

CONSENTS

RHB Investment Bank, CBRE | WITW and Astramina Advisory have given and have not subsequently
withdrawn their written eonsents to the inclusion in Part B of this Circular of their names and reports
{where applicable) and all references thereto in the form and context in which they appear in Part B of
the Circular.

DECLARATIONS OF CONFLICT OF INTEREST
3.1 RHB Investment Bank

EPF is a common shareholder of MRCB and RHB Bank Berhad (being the holding company
of RHB Investment Bank) (“RHB Bank™). Nevertheless, EPF is not involved in the day-to-day
operations of RHB Bank and its subsidiaries (“RHB Banking Gronp™).

In addition, Tan Sri Azlan Zainol is a Non-Independent Non-Executive Chairman of MRCB
and a Non-Independent Non-Executive Chairman of RHB Bank. Nevertheless, in view of his
role as a non-executive chairman, he is not involved in the day-to-day operations of RHB
Bank.

Haji Md Ja’far Abdul Carrim, a member of the board of directors of EPF, is also the Non-
Independent Non-Executive Chairman and a Non-Independent Non-Executive Director of
RHB Islamic Bank Berhad and RHB Insuranee Berhad respeetively, which are also
subsidiaries of RHB Bank. Nevertheless, he does not hold any directorships in either RHB
Bank or RHB Investment Bank. In view of his role as a non-executive director, he is aiso not
involved in the day-to-day operations of RHB Islamic Bank Berhad and RIIB Insurance
Berhad. :

As at LPD, RHB Banking Group have extended various eredit facilities amounting to
approximately RM1,590.00 million (with an amount of approximately RM738.58 million
outstanding) to our Group. Such credit facilities represent approximately 0.69% of the audited
total assets of RHB Banking Group as at 31 December 20135 of approximately RM230,717.67
million,

Notwithstanding the aforesaid, RHB Investment Bank confirms that no conflict of interest
situation exists or is likely to exist by virtue of RHB Investment Bank’s appointment as the
Principal Adviser for the Proposals on the basis that:-

(a) the above credit facilities are provided by RHB Banking Group on an arms’ length
basis and in the ordinary course of its business;

B-159



APPENDIX B(1V)

FURTHER INFORMATION (Cont’d)

32

3.3

(b) the corporate finance division of RHB Investment Bank is required under its
investment banking license to comply with strict policies and guidelines issued by the
SC, Bursa Securities and Bank Negara Malaysia governing its advisory operations.
These guidelines require, among others, the establishment of Chinese wall policies,
clear segregation between dealing and advisory activities and the forination of an
independent commiltee to review its business operations. Further, the appointment of
RHB Investment Bank as Principal Adviser in relation to the Proposals is in the
ordinary course of its business as a licensed investment bank;

(c) the conduct of RHB Banking Group in its banking business is strictly regulated by
the Financial Services Act 2013, the Capital Markets and Services Act, 2007 and
RHB Banking Group’s own internal controls and checks; and

(d) RHB Investinent Bank does not receive or derive any financial interest or benefit
from the Proposals, save for the professional fees as the Principal Adviser for the
Proposals.

CBRE | WTW

CBRE | WTW is not aware of any situation which gives or is likely to give rise to a conflict of
interest situation in relation to its role as the Independent Property Valuer,

Astramina Advisory

Astramina Advisory has been appointed by our Company as Financial Advisor for the
Proposals and by MQM as the Transaction Arranger in respect of the Proposed Disposal.
Astramina Advisory will be appointed by MOM as the financial advisor for the Proposed
Placement, in conjunction with the appointment of joint placement agents by MOM.
Astramina Advisory does not derive any advisory fee from MQM for its role as the
Transaction Arranger but will derive fees from MQM for its role in relation to the Proposed
Placement. Our Company had vide the acceptance of Astramina Advisory’s letter of
appointment for its role as Financial Advisor to our Company, acknowledged and consented to
their appointments as the Transaction Arranger and financial advisor to MQM in relation to
the Proposed Disposal and Proposed Placemeni respectively, which is mainly aimed at
ensuring the timely and successful itnplementation of the Proposed Disposal and the Proposed
Placement.

The roles undertaken by Astramina Advisory for both our Company and MQM in relation to
the Proposals may potentially give 1ise to a conflict of interest on the part of Asiramina
Advisory in relation to the Proposals but any such potential conflict of interest is miligated by
the fact that the terms of engagement of Astramina Advisory as Transaction Arranger for
MOQM are limited to ensuring an expeditious and accurate flow of inforination between MQ
REIT, MQM and our Company, and to assist in arranging and coordinating project work
streams to promote the timely implementation of the Proposed Disposal. On the other hand, its
role as financial advisor for MQM for the Proposed Placement is expected 1o include, amongst
others, assisting in the procurement of investor(s) as well as identifying and resolving issues
that may arise in the course of implementation of the Proposed Placement. Such polential
conflict of interest is also further mitigated by the appointment of various professional
advisers by our Company, including the Principal Adviser for the Proposals and the
independent property valuer. Astramina Advisory has neither been appoinied as the financial
advisor nor principal adviser to MQM in respect of the Proposals. Save for the fees derived by
Astramina Advisory in connection with the Proposed Placement, Astramina Advisory will not
receive any advisory fee from MQM.
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FURTHER INFORMATION (Cont’d)

4.

MATERJAL LITIGATION, CLAIMS OR ARBITRATION

There is no material litigation, claim or arbitration in respect of the Property, which has or would have a
material and adverse effect on the financial position of our Group and, to the best of your Board’s
knowledge and belief, your Board is not aware of any proceeding pending or threatened or of any fact
likely to give rise to any proceeding in respect of the Property which might materially and adversely
affect the financial position or business of our Group.

MATERIAL COMMITMENTS

Save as disclosed below, as at LPD, your Board is not aware of any material commitment incurred or
known to be incurred by our Company or our subsidiaries which upon becoming enforceable may have
a material impact on the financial position of our Group:-

RM(*000) |

Authorised capital expenditure not contracted for:
- propetty, plant and equipment 101,490

CONTINGENT LIABILITIES

Save as disclosed below, as at LPD, your Board is not aware of any contingent liability which upon
becoming enforceable may have a material iinpact on the financial position of our Group:-

RM{000)

Performance guarantees extended to third parties 257,616

DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents are available for inspection at the registered office of our Company
at Level 33A, Menara NU 2, No. 203, Jalan Tun Sambanthan, Kuala Lumpur Sentral, 50470 Kuala
Lumpur, Malaysia, during normal office hours from Mondays to Fridays (except public holidays) from
the date of this Circular up to and including the date of the EGM:-

(i) the memorandum and artieles of association of our Company and the deed of trust of MQ
REIT;
(ii) the audited consolidated financial statements of our Group and MQ REIT for the past two (2}

FYE 31 December 2014 and 31 December 2015;

(iii) the latest unaundited consolidated financial statements of our Group for the six (6)-month FPE
30 June 2016;

(iv) the latest unaudited consolidated financial statements of MQ REIT for the mine (9)-month FPE
30 September 2016;

(v) the Valuation Report, together with the valuation certificate referred to in Appendix B(ITI) of
Part B of this Circular;

(vi) the HOA (together with the letters of extension dated 3 March 2016 and 12 April 2016) and the
SPA; and

(vii) the letters of consent referred to in Section 2 above.
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PROPOSED PDP CONTRACT




DETFINITIONS

Except where the context otherwise requires, the following abbreviations and definitions shall apply throughout
Part C of this Circular;-

Act : Companies Act, 1965

Board : Board of Directors of MRCI3

Bursa Securities : Bursa Malaysia Securities Berhad (635998-W)

Circular :  This circular dated 15 November 2016

Design Consuliants : Consultants appointed by the Employer pursuant to (he terms of the PDP

Agreement for the production of the detailed design specification for the
Project infrastructure which shall include consultants appointed by the
Employer prior to the PDP Agreement

EGM . Extraordinary general meeting

EPF . Employees Provident Fund Board

EPS :  Eamings per share

FYE :  Financial year ended/ ending, as the case may be

GDC :  Gross development cost

GST : Goods and services tax of 6% imposed in Malaysia with effect from 1 April

2015 in accordance with the Malaysian Goods and Services Tax Act 2014 and
subsidiary legislation thereunder

1AL . Independent advice letter from Kenanga Investment Bank to the non-interested
directors and non-interested shareholders of MRCB in relation to the Proposed
PDP Contract
Interested Directors . Collectively, Tan Sri Azlan Zainol, Datuk Shahril Ridza Ridzuan and Rohaya
Mohammad Yusof
Interested Major : EPF
Shareholder

Kenanga Investment Bank : Kenanga Investment Bank Berhad (15678-H)
or Independent Adviser

KLSB or Employer : Kwasa Land Sdn Bhd (849896-A)
Listing Requirements :  Main Market Listing Requirements of Bursa Securities
LPD ;20 October 2016, being the latest practicable date prior to the printing of this
Circular
Master Implementation : A master implementation programme, which is to commence from the date
Programme when the condition precedent as set out in Section 2.5.1 of Part C of this

Circular has been fulfilled (including from time to time all subsequent
approved versions of such programme)

MRCB or Company :  Malaysian Resources Corporation Berhad (7994-D)
MRCRB Builders or PDP : MRCB Builders Sdn Bhd (300947-T), a wholly-owned subsidiary of MRCB
MRCB Group or Group :  Collectively, MRCB and its subsidiaries
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DEFINITIONS (Cont’d)

MRCB Share(s)
NA

Parties

PDP

PDP Agreement

PDP Fees

Project

Proposed PDP Contract

Provisional GDC

Provisional PDP Fees

QS  or
Perunding

QS Report

Reimbursables

RHBRB Investment Bank

Services

Works

Works Package Contract

PCM  Kos

Ordinary share(s) of RM1.00 each in MRCB
Net assets

Collectively, MRCB Builders and KLSB
Project delivery partner

PDP agreement dated 26 May 2016 entered into between KLSB and MRCB
Builders for the Proposed PDP Contract

The fees paid by the FEmployer to the PDP (excluding GST and
Reimbursables) for provision of the Services by the PDP in relation to the
Proposed PDP Coniract

The construction and completion of common infrastructure including cormunon
roads, drainape system, waterworks, telecommunication, sewerage and
mechanical and electrical infrastructure for the Majlis Bandaraya Petaling Jaya
area of the proposed Kwasa Damansara Township

Appointment of MRCB Builders as a PDP in connection with the construction
and completion of common infrastricture for the Majlis Bandaraya Petaling
Jaya area at the proposed Kwasa Damansara Township located on a piece of
land (formerly known as Rubber Research Institute Malaysia land) in Sungai
Buloh measuring approximately 2,330.42 acres, for the PDP Fees

The total provisional GDC to be incumred by KLSB for the Project of
approximately RM2.3 billion

The provisional PDP Fees of approximately RM112.28 million (excluding
GST and Reimbursables)

PCM Kos Perunding Sdn Bhd (359690-H)

The report dated 25 May 2016 prepared by the QS in relation to its
independent analysis of the GDC for the Project

Reimbursable costs (which shall always be refenved to as a sum exclusive of
GST) which are incurred by the PDP in perforining the Services as further set
out in Note 2 of Section 2.2 of Part C of this Circular

RHB Investment Bank Berhad (19663-P)

Services to be rendered by the PDP which include managing the approval
processes from the relevant authorities, managing the Design Consultants as
well as project management services i relation to the design process,
procurement and construction for the Project, contract administration as well
as festing and commissiomng by the respeetive Works Package Contractors,
and as further set out in Section 2.1 of Part C of this Circular

All  enpineering, procurement, manufacturing, construction, erection,
installation, commissioning, calibration, testing, start-up and all other work,
material, services and equipment to be performed by the Works Package
Contractors necessary to construct a fully functional and operating
infrastructure and all design and drawings to be performed by the Design
Consultants, in accordance with the PDP Agreement, the Works Package
Contracts and the Employer’s requirements

A contract between the Employer, the PDP and any Works Package Contractor
for any part of the Works
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Works Package : A person who contracts with the Employer and the PDP for the execution of
Contractor or WPC any part of the Works including any nominated sub-contractors, designated
suppliers or designated contractors

Currency

RM and sen . Ringgit Malaysia and sen, the lepal tender of Malaysia

References to “our Company”, “we”, “us” and “ourselves™ in Part C of this Circular are to MRCB and where
the context otherwise requires, shall include cur subsidiary companies. References to “our Group” are lo our
Company and our subsidiary companies. All references to “you” in Pari C of this Circular are to our
shareholders.

Unless specifically referred to, words denoting the singular shall, where applicable, include the plural and vice
versa and words denoting the maseuline gender shall, where applicable, include the feminine and/ or neuter
genders and vice versa. References to persons shall include corporations, unless otherwise specified.

Any reference in Part C of this Circular to the provisions of any statute, rules, regulation or rules of stoek
exchange shall (where the context admits), be construed as a reference to the provisions of such statute, rules,
regulation or rules of stock exchange (as the case may be)} as modified by any written law or (if applicable}
amendments to the statute, rules, regulation or rules of stock exchange for the time being in force.

Any reference to a time of day in Part C of this Circular shall be a reference to Malaysian time, unless otherwise
stated.

Certain amounts and percentage figures included herein have been subject to rounding adjustments. Any
discrepancy between the figures shown herein and figures published by our Comnpany, such as in our quarterly
results or annual reports, is due to rounding,

Certain statements in Part C of this Circular may be forward-looking in nature, which are subject to
uncertainties and contingencies. Forward-looking statements may contain estimates and assumptions made by
your Board after due inquiry, which are nevertheless subject to known and unknown risks, uncertainties and
other factors which may cause the actual results, performance or achievements to differ materially from the
anticipated results, performance or achievements expressed or implied in such forward-looking statements. In
light of these and other uncertainties, the inclusion of a forward-looking statement in Part C of this Circular
should not be regarded as a representation or warranty that MRCB’s plans and objectives will be achieved.

The rest of this page has been intentionally left blank
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MALAYSIAN RESOURCES CORPORATION BERHAD

(Company No. 7994-D})

(Incorporated in Malaysia nnder the Companies Act, 1965)

Board of Directors

Tan Sri Azlan Zainol (Non-Independent Non-Executive Chairman)

Tan 8ri Mohamad Salim Fateh Din (Group Managing Director)

Mohd Imran Tan Sri Mohamad Salim (Executive Director)

Datuk Shahril Ridza Ridzuan (Non-Independent Non-Executive Director)
Jamaludin Zakaria (Independent Director)

Rohaya Mohammad Yusof (Non-Independent Non-Executive Director)
Chuah Mei Lin (Independent Director)

Hasman Yusr Yusoff (/ndependent Director)

To: Our Shareholders
Dear Sir/ Madam,

PROPOSED PDP CONTRACT

Registered office:

Level 33A, Menara NU 2

No. 203, Jalan Tun Sambanthan
Kuala Lumpur Sentral

50470 Kuala Lumpur

Malaysia

15 November 2016

INTRODUCTION

On 26 May 2016, RHB Investment Bank had, on behalf of your Board, announced that MRCB
Builders, a wholly-owned subsidiary of our Company, had entered into a project delivery partner
apreement with KLSB whereby KLSB has appointed MRCB Builders as a PDP in connection with the
construction and completion of common infrastructure for the Majlis Bandaraya Petaling Jaya area at
the proposed Kwasa Damansara Township located on a piece ol land (formerly known as Rubber
Research Institute Malaysia land) in Sungai Buloh measuring approximately 2,330.42 acres, for a
provisional fee of approximately RM112.28 million (exclnding GST and Reimbursables).

In view of the interests of the Interested Directors and the Interested Major Shareholder as set out in
Section 9 of Part C of this Circular, the Proposed PDP Contract is deemed a related party transaction
(“RPT”) pursuant to the provisions of Paragraph 10.08 of the Listing Requirements.

Accordingly, your Board had on 22 April 2016 appointed Kenanga Investment Bank as the
independent adviser to advise the non-interested directors and non-interested shareholders in respect of
the Proposed PDP Contract.

For information purposes, the highest percentage ratio applicable to the Proposed PDP Contract

pursuant to Paragraph 10.02(g) of the Listing Requirements is 7.77% based on the audited financial
statements of our Company for the FYE 31 December 2015,
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THE PURPOSE OF PART C OF THIS CIRCULAR 1S TO PROVIDE YOU WITH THE
DETAILS OF THE PROPOSED PDP CONTRACT AND TO SEEK YOUR APPROVAL FOR
THE ORDINARY RESOLUTION PERTAINING TO THE PROPOSED PDP CONTRACT TO
BE TABLED AT THE FORTHCOMING EGM.

YOU ARE ADVISED TO READ AND CAREFULLY CONSIDER THE CONTENTS OF PART C
OF THIS CIRCULAR AND THE IAL AS SET OUT UNDER PART D OF THIS CIRCULAR
BEFORE VOTING ON THE ORDINARY RESOLUTION PERTAINING TO THE PROPOSED
FDP CONTRACT TO BE TABLED AT THE FORTHCOMING EGM.

DETAILS OF THE PROPOSED PDP CONTRACT

The Employer is undertaking the Project and has appointed MRCB Builders as the PDP to provide the
Services pursuant to the PDP Agreement.

The location map for the Project is as follows:-

(Saurce: Management of MRCB)

In consideration for the provision of the Services, the Employer shall pay to MRCB Builders the
Provisional PDP Fees, which represents 5% of the development cost of the Project (as detailed in
Section 2.2 of Part C of this Circular), GST and the Reimbursables. The total Provisional GDC to be
incurred by KLSB for the Project amounts to approximately RM2.3 billion, further details of which are
set out in Section 2.2 of Part C of this Circular.
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2.1

PDP’s obligations

The Services to be performed by the PDIP include, amongst others, the following:-

(a)

(b

(c)

(d)

(e)

®

()

(h)

@

)

(&)

ensure that eacli Works Package Contractor submits and maimtaing a Master
lIinplementation Programme. The PP shall ensure that the rate of progress in the
progress schedules and/ or plans submitted by the Works Package Contractor is
cousistent with the Master Implementation Programme;

developing and monitoring the compliance of the overall Master Implementation
Programme,

facilitate the preparation of the detailed design and specification for all Works
Package Contracts;

manage and facilitate the development of the preliminary design and the management
and development of the detailed design specification for the Project infrastructure
and performance specificatious system works whicli are to be prepared by the
appointed Design Consultants;

preparation of pre-qualification documets, tender documents, engineering drawings
and calling of tenders from a list of tenderers to be approved by the Emplover, and
recommendation of tenders, and subsequently advising the Employer in the award of
the relevant Works Package Contracts to the successful tenderer subject fo the
Employer’s approval;

carrying out cost planning, budgeting, estimating, forecasting, reporting, managing
and controlling of all the costs, expenses and liabilities associated with and arising
from the management of the planning, design, procurement, construction and
commissioning process of the Project;

managing, interfacing and coordinating between various WPCs and transport
operators including interfacing, integration work, the implementation of sk
management plans to ensure delivery of the Project with minimum interface conflict
that could impact safety, quality and time, in compliance with the PDP Agreement
and any law, legislation, statute, rule, order, treaty, regulation, directive, guideline,
request or requirement, announcement or published practice or any interpretation
thereof which is enacted, issued promulgated or made by any relevant authority or by
any court or tribunal (“Laws”);

developing, implementing, monitoring, maintaining and managing the traffic
management plan for the Project;

providing contract admintstration works for the Project including carrying out cost
estimates, implementation and construction programmes, risk management plans,
administrating the WPCs and managing all other matters as may be necessary aud
expeditious for the delivery of the Project;

managing the testing and comumissioning activilies and ensuring the proper
integration of the Works being performed by the respective Works Package
Contractors so as to ensure system wide integration of a fully commissioned and
operational infrastructure, to be in accordance with the PDP Agreement;

coordinating the scheduling and supervising the performance of the Works Package
Conftractors to achieve timely and cost effective completion of the Works and, if so
required to achieve such objectives, then, in the event any of the Works Package
Contractors fail in its performance, the PDP shall step-in and self-deliver, or employ
any other person to carry out and complete the performance of such Works, in which
event the Employer shall be entitled to award to the PDP or the new WP'C:-
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(m)

(m)

(o)

(i) a new Works Package Contract based on the contract price for the Works
Package Contract for the relevant Works (or any portion thereof);

(1) an extension of time to enablc the completion of the relevant Works
Paekage Contract; and

(ii1) all additional costs (beyond the costs already approved for the relevant
Works Package Contract) in relation to the completion of the relevant
Works package where such costs shall be approved by the Employer’s
representative  and upon approval, such costs will constitute as a
supplementary letler of award to the WPC for the relevant Works Package
Contract,

preparing the environmental management plan and traffic management plan for the
Project, monitoring the implementation process of the Environmental Impact
Assessment approved recommendations and facilitating the requirements of the
relevant third parties with the conditions and mitigation measures thereunder until the
last certificate of completion of making pood defects has been issued to the WPC for
each Works Package Contract;

managing and facilitating the Employer’s application for all permits, licenses,
approvals, consents and other forms of anthorisation required in accordance with the
relevant Laws to be obtained m connection with the Project, the Works and the
Services (including those approvals required in the name of the Employer save for
the environmental approvals to be sought for the Project) (“Approvals™) to enable
the performance of the Services and/ or the Works which shall include:-

(i) rezoning approval;

(i1) “kebenaran merancang” approval based on the approval “Pelan Induk
Pengezonan Tanah” by Majlis Perancang Fizikal Negara and State Planning
Committee dated 16 October 2013 and 10 February 2014 respectively;

(1ii) infrastructure plan approvals; and
(iv) all other related approvals;

managing the preparation process for the applications (including all necessary
documents to be included with such applications) for Approvals required, in the
name of the Employer to enable the Employer (or if directed by the Employer, the
PDP) to submit such application and using its best endeavour to foilow up on such
applications to obtain the timely issnance of the relevant Approvals; and

informing and updating the Employer on all studies, reviews, investigations and other
process and of all reasonable and available advantages or benefits of the Project, in
particular;-

1) availability and use of the sites;

(ii) selection of materials;

(1i1) building techniques and equipment;
(iv) alternative designs and materials; and
{v) Project eost estimates.
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2.2

Basis and justification of arriving af the Provisional PDP Fees and Reimbursables

The Provisional PDP Fees was arrived at based on 5% of the development cost of the Project
(which shall always be relerred to as a sum exclusive of GST) (“Development Cost”) which
was commercially negotiaied and agreed between the Parties. The claimable Developrment
Cost shall exclude land cost, land related statutory costs as well as KLSB’s administrative
costs and interest. For the avoidanee of doubt, Development Cost forms part of the provisional
GDC for the Project and excludes Reimbursables.

The Provisional PDP Fees and GST thereon is calculated based on the following provisional
estimates and is subject to [urther update(s) and/ or revision(s):-

Cost components/ elements Basis RM{*000)
1. | Primary & secondary infrastructure cost Lump sum, based on Works 66,417
2. | Roadwork & bridge Package Contracts to be awarded 201,173
3. | Utlitics 717,420
4. | Hardscape and softscape 101,978
5. | Work outside boundary 237,189
Sub-total (A) 1,324,177
6. | Preliminaries Bascd on actual costs incurred, 88,719
estimated at 6.7% of A
Construction Cost (“CC”) 1,412,896
7. | Generat Contingency ™ Based on actual costs incurred, 141,290
subject to a maximum cap of
10% of CC
8. | Step-In Contingency ™ Based on actual costs incurred, 28,258
subject to a maximum cap of 2%
of CC
Total Construction Cost (“TCC”) 1,582,444
9. | Professional fees Based on actual costs incurred, 102,859
cstimmated at 6.5% of TCC
10.| Authority & statutory cost Based on actual costs incurred 560,218
Developmeut Cost 2,245,521
11.| Reimbursables & Subject to a maximum cap of 63,298
4% of TCC

Provisional GDC 2,308,819

Total amount payable to PDP
PDP Fees 5% of Devclopment Cost 112,276
Reimbursables 63,298
GST 10,534
186,108

Notes:-

1)

{eneral Contingency and Step-In Contingency {collectively referred to as "Contingency”) shall be
capped at 12% of CC, and any reference to Contingency, General Contingency, Step-In Contingency and

CC skall atways be to a sum exclusive of GST.

General Contingency shall only be utilised by the PDP with the agreement of the Employer to pay for
additional costs in relation to the Services and/ or the Works arising from variation ar changes that are
demonstrated by the PDP lo be necessary to complete the Profect in accordance with the PDP Agreement
as well as the Employer’s requirenients as set out in the PDP Agreement.
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Step-In Contingency shall be used to pay the PDP fand not vs Reimbursables) for all additional costs
incurred by the PDP associated with the exereise of the Act of Intervention (as defined in Section 2.5.9(d)
af Part C of this Circular) unless swch costs incurved by the PDP can be deducted and/ or sei-off from
pavments due (o the relevant WPC in accordance with the terms of the relevant Works Package Contract.

Where the percentage of the Cantingency for any Works Package Contract and WPC performance bond
have been fullv utilised and are subsequently exceeded, then in that event, the amount retained by the
FEmployer from the PDP Fees (as further described in Section 2.4 of Part C of this Circular) in respect of
the relevant Works Package Coniract may be used to offset such amounis which exceed the percentage of
Contingency for that Works Package Coniract. For avoidance of doubt, the maxirmun amouni to offset
should not be more than 10% of the PDP Feey for that respective Works Package Contract. Thereafier,
any excess costs incurred which are not provided for in the POP Agreement will be borne by the FDP,

@ Reimbursables (which shall always be referred to as a sum exclusive of GST) which are incurred by the
PDP in performing the Services consists of the following:-

a. casts payable far PDP’s emplayees, personnel and siaff, for basic salaries together with a fixed
multiplier applicable to each bosic salary identified and ser out in the PDP Agreemen,
provided that the salaries are within the agreed basic salary range approved by the Employer.
The basic salary range may be adjusted from time to time subject to the Emplayer’s writien
approval provided always that the Reimbursables shall rot exceed the maxirnum amount as set
out below.

“Basic salaries” shall mear the basic salary of each employee excluding any other bencfits,
taxes, allowances, contributions or other types of remuneration or cost of whatsoever noture
and howsoever arising sucl as those referred to in the multiplier component listed in the PDP
Agreement;

b. travel expenses for the PDP's employees, personnel and staff (save for daily commuite cost and
expense) as specified in the reimbursables breakdown in the PDFP Agreement; and

¢ costs to acquire and install the sofiware required by the Employer as further set out in the PDP
Agreement.

Nowwithstanding the above, the Reimbursables (exclusive of GST) shall be an estimated amount equivalent
to not more than 4% of the TCC which may be varied by wmuiual agreement of the Parlies and in
accardance with the PDP Agreement. Should the maximum cap of 4% for Reimbursables be exceeded, the
excess costs may not be reimbursed by the Employer and will be barne by the PDP, unfess the allocation
Jor Reimbursables is varied by mutual agreement to cover sucl excess.

The Partics have agreed that the total cumulative amount of the Preliminaries and the
Reimbursables for the Project shall not exceed 9.61% of the TCC,

In view that the PDP Fees payable to MRCB Builders is based on 5% of Development Cost,
MRCB had appointed an independent quantity surveyor, namely PCM Kos Perunding to
undertake an independent analysis of the provisional GDC of the Project. In arriving at the
estimated GDC, the QS had independently derived the cost components forming sub-total (A)
in the table abovc as well as authority & statutory cost, whilst the other cost components such
as Preliminaries, Contingency, professional fees and Reimbursables were based on
information provided by our Company. For the cost components that were not independently
derived, the QS had assessed such cost estimates and opined that they are in line with market
and industry best practices.
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2.4

The suimary of mecthods adopted by the QS in its independent analysis of the provisional
GDC of the Project is as follows:-

similar construction
componcnts  inclusive
of. conlingency
allowance and other
acceptable yardstick as
per industry’s practice

Item Methods Reasons for adopting Assumptions

Primary & | Measurement of | The unit rate methed | For commponents where no

secondary approximate basic | was adopted as | preliminary details arc

infrasirocturce quantities from the | prcliminary layout | available for the unit rate

cost master  layout  plan | drawings have been | method to be adopted,
drawings provided by | issued which enables | assumptions have been
MRCE and by applying | basic quantities to be | madc bascd on similar
unit rate pricing of | quantified COmponents from

cownparable projects

Work outside | Based on assumptions | There are no | Assumptions have bhecn
boundary and acceptable | preliminary details | made based on sinular
yardstick as per | available for the costing | components from
industry’s practice of this item comparable projects
Authority & | Based on assumptions, | There are prescribed/ | Assumptions have becn
statutory cost | comparables and | comparable ratcs issued | made based on similar
guidelines by  the | by the relevant | components from
relevant authorities authorities comparable projects
]

Based on the above, the QS had vide its QS Report arrived at an estimated GDC of
RM2,421,835,031, representing a variance of approximately 4.89% to the Provisional GDC
stated under the PDP Apgreement of RM2,308,819,332, which the management of MRCB
deems to be reasonable.

The eventual PDP Fees to be received by MRCB Builders shall be determined based on the
actual Development Cost of the Project, which is still subject to revision and update at this
juncture.

The Executive Summary of the QS Report is set out in Appendix C(I) of Part C of this
Circular.

Source of funding

The obligations of the PDP in respect of the provision of the Services and/ or potential
construction costs to be incurred pursuant to the step-in provisions (as described in the notes
to the table in Section 2.2 of Part C of this Circular) under the PDP Agreement, if any, will be
funded via the Mobilisation Fee as defined and in the manner set out in Section 2.4 of Part C
of this Circular, and via internally generated funds and/ or bank borrowings, the breakdown of
which cannot be determined at this juncture.

Mode of payment

The PDP shall be entitled to submit its statement for payment of such ainount of PDP Fees
and Reimbursables plus GST (if any) monthly which shall be supported by complete
documentary evidence for such payment to enable the Employer to determine the sum due to
the PDP,
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Subject to the above, the Employer shall, within 30 days after the date of receipt of the PDP’s
staternent for payment, determine the sum due to the PDP and issue and deliver a payment
certificate (to be dated on the date of issuance and delivery) certifying the sum payable in
respect of the PDP’s application, laking inlo account any other sums, including the
Mobilisation Fee (as defined herein) to be set-off or deducted in accordance with the terms of
the PDP Agreement (“PDP Payment Certificate”}. Subject to the terms of the PDP
Agreement, the Employer will pay the amount certified within 30 days of the issuance of the
PDP Payment Certificate.

For information purposes, the PDP will be paid a mobilisation fee totalling RM20 million
(plus GST if any) (“Mobilisation Fee™}, which will form part of the PDP TFees, in the manner
below:-

(i} RM10 million plus GST upon the Unconditional Date (as defined in Section 2.5.1 of
Part C of this Circular);

(i} RMS5 million plus GST upon the 4™ month from the Unconditional Date; and
(iii} RMS5 million plus GST upon the 7™ month from the Unconditional Date.

A 10% retention shall be applied to the PDP Fees progressively {(“Retention Sum”). 50% of
such retention will be released upon issuance of the relevant certificate of practical completion
for each Works Package Contract and the remaining 50% of such retention will be released
upon the issuance of the relevant PDP Final Certificate (as defined in Section 2.5.11 of Part C
of this Circular).

Other salient terms of the PDP Agreement
2.5.1 Condition precedent

The PDP Agreement is conditional upon MRCB obtaining its shareholders’ approval
of the PDP Agreement on or before the expiry of nine (9) months from the date of the
PDP Agreement, being 26 Febrary 2017 (“Cut-Off Date”). The condition precedent
shall be fulfilled upon MRCB Builders giving notice to the Employer that such
approval has been obtained.

The date when the condition precedent set out in this section is fulfilled shall be the
date when the PDP Agreement becomes unconditional (“Unconditional Date™),

If such approval is not obtained by the Cut-Off Date, then the PDP Agreement shall
automatically terminate and the Parties shall have no claimm whatsoever against the
other on any matter in respect of, or arising from, the PDP Agreement,

2.5.2 Representations and warranties
{a) MRCB Builders and KLSB each represent and warrant that:-

(i) each Party is a company duly incorporated, properly organised and
validly existing under the Laws. Each Party has the corporate
power, authority and capacity to enter into and perform its
obligations under the PDP Apreement;

(ii) the PDP Agreement has been duly authorised, executed and

delivered by each Party and is a valid and bindmg obligation of
each such Party enforceable in accordance with its terms; and
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(i1i) save and except when the PDP exercises the step-in rights granted
to the PDP under the PDP Agreement and where the PDP or ils
affiliates becomes the Works Package Contractor pursuant to the
step-in rights exercised, neither Parly shall have any interest in any
Works Package Contract or Works Package Contractor or any other
conlractor or consultant providing any services to the Employer in
relation the Project.

(b) MRCB Builders represents and warrants that:-

(1) it has thc knowledge, competence, experienee, skill, expertise, and
human and financial resources required to properly provide the
Services and ensure the due and proper performance of its
obligations under the PDP Agreement;

(ii} its directors and individuals who are party to a contract of
employment or contract for employment (“Personnel”) are skilled,
competent, diligent and professtonal and shall exercise all due skill
and care, and are properly qualified and skilled to properly perform
the Services, and

(c) the PDP acknowledges that the Employer has entered mto the PDP

Agreement relying on the skill, care, expertise, experience and ability of the

PDP as represented by the PP to the Employer to provide the Services, and

the representations and warranties in the PDP Agreement,

Approvals

The PDP shall assist the Employer, to ohtain all Approvals required m the name of
the Employer for the undertaking of the Works. The PDP shall assist in the
preparation of the applications (including all necessary documents to be included
with such applications) for Approvals required in the name of the Employer for the
undertaking of the Works to enable the Employer {or if directed by the Employer, the
PDP} to submit such application and using its best endeavours to follow up on such
applications to obtain the timely issnance of the relevant Approvals.

The PDP shall not be entitled to make any claim relating to the Approvals, except in
the following situations:-

(a)

(b)

(c)

(d)

the application for the Approval was complete and the PDP has made due
and diligent inquiries with the relevant authority in respect of the documents
and details comprising the application to ensure that the submission was
complete and the application was duly made in accordance with the Master
Implementation Programme;

subject to compliance with Section 2.5.3(a) of Part C of this Circular, any
re-submission of any application by reason of the requirements or directions
of any relevant authority or as a result of a direction;

any direction to appeal against or negotiate any requirement or directions
given by any relevant authority; and/ or

the time period permitted for the approval of the application under the
Master Implementation Programme has been excceded provided always that
the exceeded time period is not due to the PDP’s or WPC’s fault.
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2.5.6

In the event of any delay in relation to the provisions stated in this section, the PDP
shall be entitled tfo make a claim provided the PDP has made all reasonable efforts 1o
liaise and expedite the assessment of the application by the relevant authority and has
takeu the following steps:-

(a) notice was given to the Employer as soon as it was apparent that there inay
be a delay in the approval of the application;

(b) the PDP has highlighted the delay to the Employer for amicable resofution
as scon as the potential delay was apparent; and

(c) the PDP has implemented reasonable mitigation measures to avoid or reduce
the impact of the delay o the Master lmplementation Programme.

Withholding from payment of PDP IFees

In addition to the deductions or withholding under Section 2.5.5 of Part C of this
Circular and/ or the relevant provisions set out in the PDP Agreement, the Employer
shall be entitled to withheld any amount or part thercof stated in any WPC payment
certificate (except in relation to the portion relating to the PDP Fees) i relation to
which there is a dispute whether the paid amount is the amount properly due and
payable. The amount stated in any WPC payment certificate shall be paid in
accordance with the provisions set out in the PDP Agreement save in relation to any
amounts in refation which there is any dispute. Any dispute shall be resolved in
accordance with the terms of the Works Package Contract.

Deductions and withholding from payment of PDP Fees required by Laws

If the Employer is required by Laws to withhold or deduct any amount from an
amount payable under the PDP Agreement, such amount so withheld or deducted
shall be treated as having been paid to the PDP when it is withheld or deducted and
the Emnployer shall not be liable to pay any such amnount to the PDP. The Employer
shall notify the PDP of the details of any amount withheld or deducted pursuant to
the provisions set out in this section and provide documentary evidence to the PDP of
the payments of all amounts withheld and deducted, to the Inland Revenue
department or any other statutory body authorised by Laws to receive such payment.

For information purposes, deductions and withholdings from payment of PDP Fees
may include, amongst others, GST and withholding tax.

Project management

(a) Master Implementation Programme
(i) The purpose of the Master Implementation Programme is to
monitor the provisional costs of the Project as set out in the PDP
Agreement.

(ii) The PDP shall prepare and submit to the Employer for its approval,
from time to time, an updated detailed Master Implementation
Programme,

(iid) Until such time as approval is given for cach of the updated
detailed Master Implementation Programme as may be submitted
from time to time to the Employer, the master implementation
schedule as contained in the PDP Agreement shall be used to
monitor the Services and the Works.
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(b)

(a)

(iv) The PDP shall monitor and report on the progress of the Works
through all stagcs of the Project in accordance with the Masier
Implementation Programme and where appropriale, provide
suggestions on the sequence and dnration of activities regnired to
meet the Master Implementation Programme.

Cost monitoring

Withoul [imnitation, from the date of the PDP Agreement, the PDP shall be
responsible for monitoring all costs of the Services and the Works and
providing the Employer with sufficient information as to enable the
Employer to monitor the costs of the Works agamst the provisional costs set
out in the PDP Agreement and providing reports, on a monthly basis or at
such other frequency as may be directed by the Eniployer’s representative,
forecasting the costs required to complete all of the Works under the Works
Package Coniracts. Such reports shall includc the following:-

(i) an estimated cash flow summary identifying estimated progress
claims by all Works Package Contractors under the Works Package
Contracts;

(ii) identification of and explanation for variances betwcen the contract

prices as set out in each Works Package Contract and the actual
cost of the Works, and utilisation of the Contingency;

(111} to the extent not already included in the above, a list of any
outstanding requests for any addition, substitution, variation,
cancellation, omission or deletion to all or part of the Works of a
WPC (“WPC Variations™), to date;

(iv) the identification of any further actual or potential WPC Variations
that may be required for completion of either the Services or the
Works; and

{v) the reasons and justifications for the WPC Variations and claims, if
any, and the steps being taken to mitipate the impact of such WPC
Variations and claims.

The PDP shall regularly review the utilisation of the Contingency with the
Employer’s representative and mform the Emplover’s representative if it
becomes aware of any likely or actuval cost over-runs on the provisional
costs and the Contingency.

Works Package Contractors

The Works Package Contracts shall be awarded in accordance with the procureinent
policy as stated in the PDP Agreement. The terms and conditions of the Works
Package Contracts shall be subject to the approval of the Employer, and the parties to
each Works Package Contract shall consist of the Employer, the PDP and the
respective Works Package Contractor.

The Works Package Contract shall include the following terms:-

the Employer shall make direct payment to the WPC after verification by
the PDP of the WPC payment certificates,



(b) all guarantees, indemnities, representations, warranties and liquidated and
ascertained damages are to be given by the WPC solely for the benefit of
Employer;

{c) the PDP is to be appointed as the Employer’s representative assistant and/ or
superintending officer’s representative in the Works Package Contract;

(d) that no payment claims may be made by the WPC apainst the PP under the
Works Package Contract; and

(e) in the event that the PDP’s Services are terminated, the Employer shall issue
a notice to the relevant Works Package Contractors stating that the
Employer shall take over all roles and functions of the PDP with effect from
a stated date.

The Employer shall make payment of all sums due to the Works Package Contractor
pursuant to the Works Package Contract and the Works Package Contractor will not
make any claims for payment from the PDP under the Works Package Contract.

In the event the Employer does not award a tender package to any of the tenderers
recommended by the PDP, the Employer aprees and releases the PDP from all
liability for any damage or losses arising from the work product, negligence or
actions of the appointed tenderer.

Unless otherwise expressly provided for in the Works Package Contract or the PDP
Agreement, the Employer shall have no liability or responsibility whatscever to the
Works Package Coniractors under the Works Package Contract in respect of the
portion of the Works under the Works Package Contract and the PDP shall keep the
Employer indemmified and held harmless from any and all claims by the Works
Package Contractor or any other third party in respect of the saine in so far as such
claims by the Works Package Contractor are due to any act, neglect and/ or omission
of the PDP.

PDP’s responsibilities and rights in relation to the Works Package Contractors

{(a) The PDP shall use the powers granted to it under the Works Package
Contract, to preserve and protect the rights of the Employer under the PDP
Agreement with respect to any part of the Works to be performed by the
Works Package Contractors.

{b) PDP shall menitor and manage that each Works Package Contractors
eomplies with the terms of the relevant Works Package Contract.

(c) In the event of a demand being made upon any WPC performance bond, the
sums paid by the surety or bank providing the relevant WPC performance
bond shall be deposited into a bank account operated by and opened in the
name of the Employer and the PDP shall be entitled to make a demand or be
reimbursed by the Employer for any costs incurred by the PDP (if any) in
the event of an Act of Intervention (as defined in Section 2.5.9(d) of Part C
of this Circular).
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2.5.10

Termination of the Works Package Contractors

(a)

(b)

(c)

(d)

The Emplover shall, upon advice of the PDP, give written notice to any
Works Package Coniractors specifying any default, and requiring that the
Works Package Contractors to remedy such default within 30 days of the
receipt of the default notice or such other longer period as the Employer
may provide for or agree to extend. If that Works Package Contractor fails
to remedy the breach within such period, the Employer shall have the right
to terminate the appointment of that Works Package Coutractors under the
relevant Works Package Contract by giving a written notice to that effect.

The PDP may, afier consultation and with the prior writlen approval of the
Employer, increase or deploy manpower aud resources to take such other
measures as determined by the PDP to be neeessary to carry out and
complete the Works and such action may be taken by the PDP prior to any
termination of the Works under Section 2.5.9(a) of Part C of this Circular.

Upon the Works Package Contractor’s termination pursuant to Section
2.5.9(a) of Part C of this Circular, the PDP shall either step in, carry out and
complete the Works or any part thereof on its own or award any other
person to carry out and complete the Works. In the event the PDP intends to
award any other person to carry out and complete the Works, the PDP shall
submit two (2} quotations from two (2) distinct and separate persons to the
Employer together with the PDP’s recommendation accompanied by the
supporting reasons for its recommendation. In the event that the Employer
does not reject or fails to respond to the PDP’s recommendation within
seven (7) days from the date of its submission, the PDP shall be entitled to
proceed with the selection and appointment of the substituted Works
Package Contractor to complete the Works or if the PDP were to complete
the Works on its own, the PDP shall do the same at the lowest price among
the two (2} quotalions.

Any costs incurred by the PDP arising from any act taken pursuant to the
procedwres set out in Section 2.5.9(b) or Section 2.5.9(c} of Part C of this
Circular (“Act of Intervention’) including the additional cost of completing
the Works, shall be paid from the Step-In Contingeney subject to
compliance with the provisions of the PDP Agreement.

PDP Final Accounts

The PDIP in cach of its subinission to the Employer shall notify the Employer of:-

(2)

(b)

the amount for the final sums and fee payable in accordance with the final
accounts for the relevant Works Package Contract which is settled in regards
to the said relevant Works Package Contract for the respective Works
Package Contract; and

the full payment of all payrolls and other similar indebtedness, and all other
sums and obligations howsoever incurred by the PDP in carrying out the
Services, except amounts properly retained in accordance with the laws and
the terms of the Works Package Contract and Services.

If the Employer does not issue any of the final accounts in regards fo the Services for
each Works Packapge Contract (“PDP Final Accounts”) within 60 days from the
PDP’s request to the Employer for the issuance of each respective PDP Final
Accounts and the conditions for the issuance of any of these certificates have been
satisfied, then either Party may refer each event for dispute resolution in accordance
with the terms of the PDP Agrecment.
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2.5.12

2.5.13

2.5.14

PDP Final Certificate

The PDP shall notify the Employer through a written request 1o the Employer for the
purpose of issuance of the relevant PDP Final Certificate upon the issuance of a WPC
final certificate for the relevant Works Package Contract.

If the Employer does not issue the said PDP Final Certificate in relation to the said
Works Package Contract, within 60 days froni the PDP’s request to the Employer for
the issuance of the said PDP Final Certificate and the conditions for the issuance of
any of these said certificates have been satisfied, then either Party may refer each
event for dispute resolution in accordance with the terms of the PIDP Agreement.

Completion of Project

The completion of Project shall occur when all PDP Final Certificates have been
issued.

Liquidated damages

(a) If any Works Package Contraciors fails to compiete the Works Package
Contract by the completion date in the relevant contract, the WPC shall pay
the Employer liquidated and ascertained damages at the rate of 7% per
annum of the value of the applicable Works Package Contract calculated on
a daily basis for every day (or part thereof) of delay or until the date of
termination of the Works Package Contract awarded to the said WPC.

(b) In the event there is any delay in the WPC completing the applicable Works
by the completion date of the Works Package Contract (which includes any
extensiou of time granted pursuant to the provisions of the Works Package
Contract and the PDP Apreement) due to any act or failure to act on the part
of, or otherwise caused by the PDP, the PDP shall pay the Employer
liquidated and ascertained damages at the rate of 7% per anmum of the
Provisional PDP Fees due for the relevant Works Package Contract
calculated on a daily basis for every day (or part thereof) of delay until the
actual completion of the said Works Package Contract.

Costs for delay

If at any time during the performance of the Services and/ or the Works any part
thereof has been affected by an event which is a Relevant Event (as defiued herein)
and the PDP and/ or the Works Package Contractor(s) has incurred direct cost, loss
and/ or expense, then, provided always that the PDP complies with the terms as set
out in the PDP Agreement:-

(a) in relation to Relevant Events (B), (C), (D), (E), (F), (I}, (1) and (K):-

(i) such cost, loss and/ or expenses incurred by the PDP shall be paid
as a Reimbursable and the amount equivalent fo 4% of TCC shall
be increased by the amount of such cost, loss and/ or expense
incurred by the PDP; and

(i1) where the Works Package Contractor is entitled to (a) an increase
in the WPC contract price by virtue of a WPC Variation and/ or (b)
direct cost, loss and expense arising from an extension of fime
payable under the Works Packape Confract, such increase, cost,
loss and expense shall be paid by the Employer and the WPC
contract price shall be adjusted in accordance with the terms set out
in the PDP Agreement;
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(b)

in relation to the Relevant Events (A), (H), (L) and (M)}, all such cost, loss
and/ or expense shall be borne by the Employer.

For information purposes, the following circumstances shall be regarded as a
“Relevant Event™:-

(A)

(B)

(©)

D)

E)

()

(@

(H)

@

(7

(K

S

the PDP not being given possession of or access to the sites or any part
thereof in accordance with the provisions sef out in the PDP Agreement;

a Contract Variation as directed by the Employer or Employer’s
representative to the PDP;

the PDP not having received in due time, necessary directions expressly to
be provided by the Employer’s representative under the PDP Agreement for
which the PDP has specifically, properly and duly applied for in writing
provided that such application was made in accordance with the Master
lmplementation Programme, was neither unreasonably distant from nor
unreasonably close to the date on which it was necessary for it to receive the
samie;

subject always to proper compliance by the PDP with the provisions set out
m the PDP Agreement, the Employer and/ or the PDP not receiving the
necessary Approvals from the relevant authority within the time period set
out in the Master lmplementation Programme;

any re-submission {falling within the provisions set out in Section 2.5.3 of
Part C of this Circular) of any application by reason of the requirements or
directions of any relevant authority or as a result of a direction to re-submit;

any breach, act of prevention or improper interference by any relevant
authority, the Employer, the Employer’s representative, third party or their
respective servants or agents;

an event that entitles any Works Package Contractor to an extension of time
under any Works Package Conlract and additional costs {or the period of the
extension,

any cvent arising from the Employer’s issue of a termination of the Works
pursuant to the provisions set out in Section 2.5.9 of Part C of this Circular;

any direction by the Employcr or the Employer’s representative or any order
from a relevant authority;

by delay in receipt of any necessary permission or approval of any statutory
body or local authority which the PDP has taken all practicable steps to
assist the Employer to avoid or reduce;

a material suspension, deferment or extension of the Services and/ or the
Works on instructions of the Employer, any relevant authority or the local
authorities,

any order issued by a court of competent jurisdiction that effectively
materially restrains, suspends or prevents the Services and/ or the Works
from being provided or undertaken provided always that such proceedings
are not brought about by an act or default on the part of the PDP;



M)

a change in law or new law which was not reasonably foresceable after the
Unconditional Date, wherein a change in law or new law or in interpretation
shall be deemed 1o be reasonably foreseeable wherein it was known or was
reasonably foreseeable from information available, material circulated or
published prior to the Unconditional Date.

2.5.15 PDP event of default and termination by Employer

(a)

(b)

(c)

(d}

The PDP shall be in default under the PDP Agreement if any of the
following events occurs (each, a “PDP Event of Default”):-

(1 the PDP abandons any part of the Services except in relation to the
instructions of a relevant authority or direction;

(ii) the PDP assigns and/ or novates the PDP Agreement or any right or
obligation in breach of the PDP Agreement;

(i1} the PDP is in breach of its obligations under the anti-bribery
representation, warranty and covenant clauses as set out in the PDP
Agreement; or

(iv) the PDP commits a breach of any material term of the PDP
Agreement and where applicable, has failed to remedy the breach
in accordance with the provisions of the PDP Agreement.

Upon occurrence of a PDP Event of Default, the Employer may give written
notice to the PDP specifying such PDP Event of Default (“PDP Default
Notice™) and the following shall apply:-

(i) the PDP shall immediately commence and diligently continue to
remedy the breach and to iligate any adverse effects on the
Employer;

{11) the PDP shall put forward, within 30 days of receipt of the PDP
Default Notice, a reasonable plan and schedule for diligently
remedying the breach and mitigating its effects;

(iif) the plan and schedule shall specify in specific detail the manner
that, and the latcst date by when, such breach is proposed to be
remedied, which latest date shall, in any event, be within 60 days of
notice of the said breach, or if such breach is not capable of being
rectified in such period, then such longer period as the Employer
may agree upon; and

(iv) the PDP shall perform the Services to achieve all elements of the
Master Implementation Programme in accordance with its terms
within the timne for the performance of the Services.

If the PDP fails to comply with the requirements under Section 2.5.15(b) of
Part C of this Circular, then the Employer may, without prejudice to any of
its other rights and remedies, lerminate the appomtment of the PDP under
the PDP Agreement with immediate effect,

If the PDP becomes insolvent or is unable to pay its debts or fails or admits
in writing its inability to pay its debts as they become due; or declared by a
court of law to be in receivership, winding up or liquidation (collectively
referred to as “Event of Insolvency™), then the Employer shall have the
right to terminate the PDP’s appointment under the PDP Agreement
forthwith by giving notice to the effect.
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2.5.16

2.5.17

Non-deflault termination

I{ the Project is terminated or indefinitely suspended for any reason whatsoever by
any relevant authority, the Employer may terminale the appointment of the PDP
under the PDP Agreement by notice to the PDP.

In the event of a non-default termination, the Employer shall pay the PDP (based on
all non-disputed PDP Payment Certificates due to the PDP) the unpaid amount of the
Reimbursables specified in such payment certificates and the value of all the Services
performed and Works done up to the date of termination.

Termination due to Employer’s default
In the event that the Employer:-

(a) fails 10 tnake payment of any amount properly due to the PDP under the
PDP Agreement within 14 days of the due date; or

(b} refuses or disables itself from performing any of its obligations under the
PDP Agreement; or

{c) suffers an Event of Insolvency; or

(d) gives notice to the PDP that it is not possible for the Employer to eontinue
to meet ils contraetual obligations,

then the PDP may give writfen notiee to the Employer, of such breach requiring the
Employer to proceed diligently to remedy the breach within 60 days of receipt of the
notice and if the Employer fails to diligently proceed to remedy the breach within
such period of 60 days, then the PDP may, by a further written notice terminate its
employment under the PDP Agreement, such termination to take effect immediately
upon receipt by the Employer of such notice. In the event of such termination, the
Employer shall pay the PDP in accordance with Section 2.5,18(b) of Part C of this
Circular as if there had been a termination under Section 2.5.16 of Part C of this
Circular.

Termination conseguences

(a) If the appointment of the PDP under the PDP Agreement is terminated
pursuant to Section 2.5.15(b) of Part C of this Circular:-

(1) the Employer shall pay the PDP (based on all non-disputed PDP
Payment Certificates due to the PDP) the unpaid amount of the
Reimbursables specified in such PDP Payment Certificates and the
value of all the services performed and Works doue up to the date
of termination (which shall include all advance payments of fees);

(ii) subject 10 the sum equivalent 1o the amount of the Provisional PDP
Fees (“Liability Limit”), the Employer may recover from the PDP
any losses and damages incurred by the Employer arising out of, or
in any way connected with the termination or the PDP Event of
Default including any additional costs incurred in completing any
outstanding Services;

(iii} the Employer may deduct all costs, losses and damages incurred
under this section thereafter due to the PDP. The amount, if any,
remaining to be paid thereafter to the PDP shall constitute the
PDP’s sole claim for payment following termination under Section
2.5.15(b) of Part C of this Circular;



{b}

(iv) thc Employer shall pay the PDP (he part of the Provisional PDP
Fees in proportion to the amount of Works carried out up 1o the
date of termination; and

(v} for all disputed PDP Payment Certificates or disputed portions of
PDP Payment Certificates, the Parties may refer the matter for
resolution pursuant to the provisions set out in the PDP Agreement,

If the appointment of the PDP under the PDP Agreement is tenminated
pursuant to Section 2.5.16 or Section 2.5.17 of Part C of this Circular, the
Employer shall pay the PDP:-

(1) the unpaid amount of the Reimbursables specified in the PDP
Paymcent Certificates and the value of all the Services performed
and Works done up 1o the date of termination;

(ii) all auditable demobilisation costs and other direct costs that the
PDP has actually incwired in terminating the Services and where
applicable, the Works Package Contracts; and

{iii) the remaining balance of the PDP Fees.
The amount to be paid under Section 2.5.18(b) of Part C of this Circular

shall be the PDP’s sole claim for payment following termination under
Section 2.5.16 or Section 2.5.17 of Part C of this Circular.

2.5.19 Liability and indemnity

(a)

(b}

(c)

(d

Q)

Subject to Section 2.5.19(b) of Part C of this Circular and notwithstanding
any other provision of the PDP Agreement, the total debt, liability, loss,
expense, cost and/ or damage of any kind (“Liability”) of the PDP to the
Employer under the PDP Agreement shall be limited to the Liability Limit,

The Liability Limit shall not apply or extend to the PDP’s Liability for any
Liability sustained or incurred by the Employer arising out of or resulting
from the fraudulent, illegal or unlawful acts or omissions, of the PDP or its
Personnel;

Save as cxpressly provided in the PDP Agreement, neither Party shall be
liable to the other Party for indirect pumitive or consequential damages,
including loss of profit or loss of opportunity;

Subject 1o the Liability Limit, the PDP shall indemnify and hold harmless
the Employer and all its Personnel from and against any and all Liability
that the Employer may suffer, sustain or mcur, and any claim against the
Employer (including legal fees incurrcd i defending any claim), arising
from:-

6] any act or omission of the PDP or its Personnel or any other person
for whom the PDP is responsible at Law; and

(ii) any breach by the PDP of the PDP Agreement

The PDP’s Liability under Section 2.5.19(d) of Part C of this Circular will
be reduced proportionately to the extent that the Liability or claim was
confributed to by a negligent act or omission of the Employer or its
Personnel. The Employer is entitled to a right of set-off in relation to any
monies due when enforcing a right of indemnity conferred by the PDIP
Agreement.
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INFORMATION ON KLSB

KLSB was incorporated in Malaysia under the Act on 16 March 2009 as a privatc limited company.

KLSB is principally involved in investinent holding and property invesiment.

As at LPD, the authorised share capital of KLSB is RM50,000,000, comprising 50,000,000 ordinary
shares of RM1.00 cach in KLSB (“KLSB Shares™} of which RM32.463,002 comprising 32,463,002
KI1.8B Shares have been issued and fully paid up.

As at LPD, the sharcholder and directors of KLSI are as follows:-

Nationality/ Direct > < Indirect-—--—>>
Placc of No. of KL.SB No. of KLSB
Name incorporatien Shares held %o Shares held Yo
Sharcholder
EPF Malaysia 32,463,002 160 - -
Directors
Tan Sri Sainsudin bin Osman Malaysian - - - -
Dato”™ Mohamad Lotfy bin Mohamad Malaysian - - - -
Noh

Datuk Seri Michael Yam Kong Choy Malaysian - - - -
Dato’ Mohd Fadzil bin Haji Mohd Khir Malaysian - - - -
James Lim Tuang Ool Malaysian - - - -
Halim bin Haji Din Malaysian - - - -
Dr. Roslan A. Ghaffar Malaysian - - - -

RATIONALE FOR AND PROSPECTS OF THE PROPOSED PDP CONTRACT

The Proposed PDP Confract, which is in the ordmary course of business of MRCB Group, will further
enhance our Gronp’s track record and involvement in large scale infrastructure construction and
development projects. The Proposed PDP Contract will not only enhance the visibility and reputation
of MRCB Group via its involvement with the Kwasa Damansara Township, but is also expected to
provide our Group with a steady stream of income and contribute positively to our Company’s fufure
earnings over the expected duration of the Project up to the end of year 2023, which bodes well for the
shareholders of our Company. In addition, through our involvement in the Proposed PDP Contract, our
Group gains significant exposure to the Kwasa Damansara development which may provide
opportunity for our Company to participate in the various engineering and construction for the other
sections of the development in the future.

The rest of this page has been intentionally left blank
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KLSB is the master devcloper of the entire piece of approximately 2,330.42 acres of the Kwasa
Damansara land in Sungai Buloh, a prime piece of land in the hearl of the Klang Valley. The proposed
Kwasa Damansara Township is a large-scale integrated residential and commercial development based
on a visionary master plan by KLSB which focuses on three (3) key components, being ‘Green
Township’, ‘Inclusive’ and ‘Connecied’. The Kwasa Damansara Township will emphasise ecological
improvements and neutralisation of carbon emissions by infusing green technology into structures and
infrastructures throughout the development. Additionally, KLSB envisages a township with a mix of
affordable housing amidst parks and open spaces and luxury residences in exclusive recreational spaces
such as golf courses, lakeside homes and other premier envirouments. Security and safety rank as
priorities with special road features for the elderly and the young, The Kwasa Damansara Township is
also well-connected to the proposed mass rapid transit (“MRT™) stations (the Kwasa Damansara and
Kwasa Sentral stations run through the development) and a network of roads aud highways, such as the
New Klaug Valley Expressway, Guthric Corridor and Damansara-Shah Alam Highway, linking the
township to the rest of Greater Kuala Lumpur and minimising travelling time to the Kuala Lumpur city
centre for its residents. The value of the Kwasa Damansara Township also significantly hinges o the
strategic location that it commands in the matured and burgeoning surrounding suburbia of Petaling
Jaya, Subang, Subang Jaya, Kelana Jaya, Shah Alam, Damansara and Sungai Buloh, which forins a
captive market for the serviees and facilities available within the Kwasa Damansara Township.
Currently, the construction of the common infrastructure on the Majlis Bandaraya Shah Alam area at
the Kwasa Damansara Township has already commenced.

RISK FACTORS FOR THE PROPOSED PDP CONTRACT

Save as disclosed below, your Board is not aware of any other risk factor arising from the Proposed
PDP Contract which could materially affect the business, operatmg results and financial condition of
our Company.

5.1 Non-completion of the Proposed PDP Contract

The Proposed PDP Contract is conditional upon the approval from the shareholders of MRCB
as the Proposed PDP Contract is deemed a RPT in accordance with the Listing Requirements,
further details of which are set out in Section 9 of Part C of this Circular. In the event the
condition precedent is not f{ulfilled, the Proposed PDP Contract shall automatically be
terminated and our Group will have to forego the potential revenue stream arising from the
Proposed PDP Contract.

Nevertheless, your Board will take reasonable steps to ensure that the condition precedent
stated in the PDP Agreement is met within the stipulated timeframe in order to complete the
Proposed PDP Contract in a timely manner.

5.2 Delay in completion of projects

The timely completion of a construction or development project may be affected by many
external factors, including shortapes of construction materials and skilled workers,
unavailability and inefficiency of equipment, labour disputes and the non-performance or
unsatisfactory performance by contractors appointed to complete the Project.

For information purposes, in the event there is any delay in the WPC completing the
applicable Works by the completion date of the Works Package Contract (which includes any
extension of time granted pursuant to the provisions of the Works Package Contract and the
PDP Agreement) due to any act or failure to act on the part of, or otherwise caused by the
PDP, the PDP shall pay the Employer liquidated and ascertained damages at the rate of 7%
per annum of the Provisional PDP Fees due for the relevant Works Package Contract
calculated on a daily basis for every day (or part thereof) until the actnal completion of the
said Works Package Contract.

In order to mitigate such risks, MRCB Builders will contmue to leverage on our Group’s

extensive expericnce in construction and also monitor the progress of the works performed by
the WPCs closely.
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Inability to manage costs effectively

Pursuant to the PDP Agreement, the Reimbursables are subject 10 a maximum cap of 4.0% of
the TCC for the Project, which may be varied by mutual agreement. In the event that the
Reimbursables exceed the abovementioned cap, the excess cost may not be reimbursed by the
Employer and hence, will have to be borne by MRCB Builders unless the amount allocated for
Reimbursables is varied by mutual agreement.

Further, should any Works Package Contract be terminated, MRCIB Builders may elect to step
in, carry out and complete the outstanding works either by itself, or by awarding a eontract to
a third party to complete the outstanding works. In such instances, the additional costs for
stepping in to complete the outstanding works may be deducted and/ or sel off against the
Step-In Contingency; and the WPC performance bond (if called); and if required, the
Retention Sum from the PDP Fees for the relevant Works Package Contract. The Employer
will still be required to pay the balance of the amounts due under each Works Package
Contract to the terminated Works Package Contractor (after appropriate deductions) and
thereafter the remaining value of each Works Package Contract will be paid by the Employer
to the new contractor appointed to complete the outstanding works. Only the additional costs
beyond the original value of the Works Package Contract (as described above) are to be
deducied from the Step-In Contingency; and the WPC performance bond (if called); and if
required, the Retention Sum from the PDP Fees for the relevant Work Package Contract.
Thereafter, any excess costs incurred will be borne by the PDP.

Nonetheless, MRCB Builders will mitigate such risks by monitoring the costs incurred and
progress of the works performed by the WPCs for each Works Package Contract closely
throughout the tenure of the Project.

Delay and/ or non-payment of the PDP Fees, Reimbursables or Contingency

In consideration of the Services to be provided by MRCB Builders for the Proposed PDP
Contract, the Employer shall pay MRCB Builders the PDP Fees and Reimbursables plus GST
within the timeframe as specified in the PDP Agreement. In addition, i the event that MRCB
Builders mcur additional costs for (i) Services and/ or Works arising from variation or changes
that are demonstrated by the PDP to be necessary to complete the Project in accordance with
the PDP Agreement as well as the Employer’s requirements as set out in the PDP Agreement;
or (ii} exercise of Act of Intervention, the Contingency shall, with the agreement of the
Employer, be utilised to pay MRCB Builders for such additional costs. However, there is no
assurance that MRCB Builders will receive the aforementioned payments within the stipulated
timeframe, or any payment at all. Nevertheless, in the event that the Employer fails to make
payment of any amount properly due to MRCB Builders under the PDP Apreement within 14
days of the due date, and fails to remedy such breach within the stipulated timeframe, MRCB
Builders shall be entitled to tenminate the PDP Agreement and the Employer shall pay MRCB
Builders in accordance with the terms of the PDP Agreement as set out in Section 2.5.18(b) of
Part C of this Circular.

To mitigate this nisk, MRCB Builders shall monitor any outstanding payments by analysing
the monthly aging report and following up closely with the Employer.

Inability to obtain Approvals

MRCB Builders shall assist in the preparation of the applications (including all necessary
documents to be included with such applications) for Approvals required in the name of the
Employer for the undertaking of the Works to enable the Employer (or if directed by the
Employer, MRCB Builders) to submit such application and use its best endeavours to follow
up on such applications to obtain the timely issuance of the relevant Approvals.



5.6

5.7

However, there can be no assurance that the Employer and/ or MRCB Builders will receive
the necessary Approvals from the relevant authority, and that the receipt of such Approval will
be within the time period sel out in the Master Implementation Programme. ln such event,
provided that MRCT Builders has complied with the terms as sct outl in the PDP Agreement,
MRCB Builders is entitled to claim for an cx(ension of time and additional monies and the
amount equivalent to 4% of TCC shall be increased by the amount of such cost, loss and/ or
expensc incurred. Should the Employer be unable to obtain any or all the Approvals, the
Employer may give notice to the PDP that it is unable (0 meet its contractual obligations,
which may subsequently result in the termination of the PDP Agreement.

In the cvent the PDP Agreement is (erminated due to the Employer’s inability to obtain the
necessary Approvals from the relevant authorifies, the Employer shall pay MRCB Builders in
accordance with the terms of the PDP Agreement as set out in Section 2.5.18(b) of Part C of
this Circular. However, our Group will forgo the potential revenue income siream arising from
the PDP Fees in respect of the construciion of the remaining portions of the Project which
have been terminated due to failure to obtain the necessary Approvals.

Termiuation or indefinite suspension of the Project

The PDP Agreement contains termination clauses which may be invoked by either Party due
to the oceurrence of an event of default by the other Party, as set out in Sections 2.5.15 and
2.5.17 of Part C of this Circular. In addition, the PDP Agreement may also be terminated as a
result of the termination or indefinite suspension of the Project for any reason whatsoever by
any relevant authority, as set out in Section 2.5.16 of Part C of this Circular. In the event of
termination, MRCB Builders shall be entitled to such payments and/ or claims in accordance
with the terms of the PDP Agreement as set out in Section 2.5.18 of Part C of this Circular.
However, our Group will forgo the potential revenue income stream arising from the PDP
Fees in respect of the construction of the remaining portions of the Project which have been
terminated.

Revision in Development Cost resulting in reduction of PDP Fees

As the PDP Fees to be received by MRCB Builders is determined based on the actual
Development Cost, which is still subject to revision and update, any downward revision in the
Development Cost would in twin result in a corresponding reduction of the PDP Fees payable
to our Group.

Nevertheless, MRCB Builders shall endeavour to minimise tlis risk by ensuring a proper and
detailed cost planning, budgeting, estimating and forecasting process based ou the detailed
design and specifications prior to the award of each Works Package Contract as approved by
the Employer.

OVERVIEW AND PROSPECTS

6.1

Overview and outlook of the Malaysian economy

In 2016, the Malaysian economy is expected to continue to expand amid a challenging
external environment including slower growth in the advanced economies; prolonged low oil
prices; and volatile international financial inarkets. As an open economy, Malaysia is not
immune to these external uncertainties. Nevertheless, the economic, financial and fiscal
reforms undertaken over the years have provided sufficient buffers to weather external shocks.
The country’s fundamentals remain strong, including a stable labour market with full
employment; manageable inflation; healthy foreign reserves; and a sound financial system
with efficient intermediation to support the economy. Although subdued prices weigh on
commuodity exports, the diversified products and markets continue to support Malaysia’s trade
performance.
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6.2

Domestic demand is expected to reuain resilient and continue 10 be the key engine of growth.
Privatc consumption, coutributing 53.3% to gross domestic product (“GDP™) is expected to
expand steadily on account of stable growth in employnient and income, additional disposable
income from the Malaysian Government measures and accommodative financing conditions.
Privale iuvesiment activity is expecled to remain firm supported by the on-going and
commencement of new projects in the services, manufacturing and construction sectors. In
addition, private mvestment is expected o benefit from measurcs implemented to further
improve business environment. Public sector spending will continue to support growth, while
remaining committed to fiscal consolidation path.

On the supply side, the services and manufacturing sectors continue to be the main
contributors to GDP growth. Meanwhile, output of domestic-oriented industries such as food
products and construction-related cluster are expected {o continue to be strong in line with
robust domestic consumption and implementation of infrastructure projects. The construction
sector is expected to grow significantly on account of acceleration of civil engineering
projects and building of residential properties.

The consumer price index is expected to remain manageable ranging between 2% and 2.5% in
2016.

For the year, the economy is expeeted to remain on a steady growth path, expanding between
4% and 4.5%, with private sector coniributing significantly to GDP growth. Gross national
income (“GNI”) is estimated to increase 6.4% to RM 1.2 trillion (2015: 5.2%; RM1.1 trillion)
with incowne per capifa growing 4.8% to RM37,812 (2015: 3.6%; RM36,078).

Prospects for 2017

The Malaysian economy is expected to expand between 4% and 5% in 2017 (2016: 4% -
4.5%) with nominal GNI per capita increasing 5% to RM39,699 (2016: 4.8%; RM37,812),
Economic growth will be underpinned by strong domestic demand, especially private sector
expenditure. Private sector activity will be supported by pro-growth fiscal and accommodative
monelary policies in an environment of stable inflation, which is projected to range between
2% and 3% (2016: 2% - 2.5%). Meanwhile, public sector expenditure will be driven mainly
by higher capital investment by public corporations.

(Source: Economic Report 2016/2017, Ministry of Finance - Chapter 3. Economic Performance and
Prospects)

Overview and outlook of the Malaysian construction sector

Value-added of the construction sector recorded a sirong growth of 8.4% during the first
half of 2016 (January - June 2015: 7.6%). The acceleration of civil engineering works and
sustained expansion in residential activities outweighed the tapering growth in the non-
residential subsector. Overall, these three property subsectors contributed the highest share
{more than 80%) of all construction activities. Total value of construction works completed
during the first half of 2016 expanded 11.4% to RM62 billion with 11,881 projects (January -
June 2015: 11.6%; RMS56 billion, 12,158 projects). The civil engineering subsector
contributed 33.2% to the total value of constiruction works, followed by non-residential
(32.1%), residential (29.8%) and specialised construction activities (4.9%) subsectors. The
private sector continued to dominate construction activity with a share of 66.3% in the first
half of 2016. For the year, the construction sector is expected to expand 8.7% (2015: 8.2%).

The civil engineering subsector recorded a double-digit growth of 21.4%, supported by
investment in petrochemical industries and ongoing infrastructure works (January - June 2015:
2.9%). These include the construction of Refinery and Petrochemical Integrated Development
(RAPIDY}; Independent Deepwater Petroleum Terminal Phase 2 Pengerang; and Petronas LNG
Cowplex Bintulu. The upgrading of Klang Valley Double Track Rawang - Salak Selatan Line;
construction of new Deep Water Terminal at Kuantan Port, Pan Borneo Highway Phase 1 and
Water Supply Scheme Kuala Terengganu North; as well as road upgrading works, especially
in Selangor, Pahang and Johor are expected to further augment the growth of this subsector.
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The residential subscctor grew 10.4% supported by steady growth in incoming supply at
13.1% to 816,174 units (Janvary - June 2015: 13.5%; 10.3%; 721,730 units). Klang Valley,
accounting for 26.2%, continued to contribute the most of the incoming supply mainly duc to
increasing affordable housing schemes (Januvary - June 2015: 25.6%). However, during the
period, new approvals declined significantly by 32% to 44,389 unils as developers are clearing
unsold properties, while buyers arc more cautious amid increasing uncertainties in the global
environment (January - June 2015: -2.1%; 65,231 units). Likewise, housing starts declined
16.8% to 60,378 units (Januvary - June 2015: 15%,; 72,545 units), Of which, terrace houses and
condominiums/ apartments accounted for 43.6% (26,324 units) and 29.9% (18,370 units),
respectively, while low-end houses 11% (6,617 units).

Construction activity in the non-residential subsector grew at a moderate pace of 3% (January
- June 2015: 19.8%). This was mainly due to a further decline in consfruction starts,
particularly in the industrial (-77.1%), shopping complexes (-43.6%) and shops (including
small office home officc and serviced apartment) (-36.5%) segments (January - June 2015: -
21.5%; 618.7%; 156.7%). The Purpose-Built Office segment improved with the incoming
supply rebounding 28.4% to 2 million square metres (“sm”), while planned supply increased
shaiply by 56% to 1 million sm (January - June 2015: -15.9%; 1.6 million sm; 36.6%; 0.7
niillion sm).

Prospects for 2017

The consiruction sector is projected to grow 8.3% (2016: 8.7%) mainly supported by the
commencement of large infrastructure projects such as MRT Sungai Buloh — Serdang -
Putrajaya Line, Pan Borneo Highway, Sungai Besi - Ulu Klang Elevated Expressway and
Damansara - Shah Alam Elevaled Expressway. The upgrading road works from Klang
Container Terminal - North Port and the construction of infrastructure in Malaysia Vision
Valley are expected to further support the sector. The residential suhsector is projected to
expand driven by affordable housing programmes, particularly 1Malaysia Civil Servants
Housing. Meanwhile, the non-residential subsector is expected to benefit from the mixed
commercial development mainly in Klang Valley, Johor and Pahang.

(Source: Economic Report 2016/2017, Ministry of Finance - Chapter 3: Economic Performance and
Prospects)

Prospects of MRCB
Our Group will continue our strategy of focusing on our core activities.

Our Group offers a unique proposition as an urban developer of commercial and residential
property developments centred around strong mass transportation infrastructure, which we
have successfully undertaken at our KL Sentral CBD Transit Oriented Development (“TOD™)
project. Our Group will therefore strive to emulate this success in other TOD projects of ours.

Qur Group’s property investment activity will largely continue to be undertaken through our
31% stake in MRCB-Quill REIT (*REIT™), which not only provides a potential avenue for
our Group to unlock value from the disposal of our completed projects to the REIT, but also
allows us to earn a relatively steady and consistent streain of income from our unitholdings in
the REIT over the medium to longer term.

QOur construction, engineering & environment division continues fo tender for more
confracting projects, which has led to a sizeable mcrease in our order book, which will keep
the division busy over the next few years. Furthermore, the division is also placing greater
eniphasis on trying to secure long term fee based work which aims to reduce volatility in our
construction revenues, and improve the consistency of our construction related earnings.

With these strategies in place, your Board believes our Group is well positioned to overcome
future challenges,
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EFFECTS OF THE PROPOSED PDP CONTRACT

The pro forma effects of the Proposed PDP Contract on our Company’s issued and paid-up share
capital, consolidated NA per share and gearing, cousolidated EPS and shareholdings of the substantial
sharehoiders of our Company are set out below:-

7.1

7.2

7.3

Share eapital and substantial shareholders’ shareholdings

The Proposed PDP Contract will not have any effect on the issued and paid-up share capital
and substantial shareholders’® shareholdings of our Company as it does not involve the
issuance of new MRCB Shares.

NA per share and gearing

For information purposes, the pro forma financial statements of our Company in respect of the
Proposed PDP Contract should include pro forma adjustments which are directly attributable
to the event or transaction, factually supportable and consistent with our Group’s applicable
financial reporting framework. Directly attributable adjustments exclude those that relate to
future events or are dependent on actions to be taken once the transaction has been completed,
even if such actions are key to the entity entering into the transaction. This is consistent with
the requirements of the Intemational Standard on Assurance Engagements 3420.

As the overall timmeframe of the Project has not been fixed and shall be undertaken in
accordance with the Master Implementation Programme which is subject to revision from time
to time throughout the progress of the Project, the provisional Developnent Cost and hence,
the Provisional PDP Fees and the Reimbursables are still subject to change. As such, it is
cuirently too early to ascertain the expected profits to be derived by MRCB Builders from the
Proposed PDP Contract and the corresponding effects on the NA and NA per share of MRCB.

The actual effects on our Group’s gearing will depend on actual bank borrowings, if any, to be
obtained by MRCB Builders to fund its obligations under the PDP Agreement, the quantum of
which cannot be determined at this juncture.

The transaction expenses in relation to the PDP Agreement may be fully capitalised as
contract costs in accordance with the requirements of Financial Reporting Standards 111:
Construction Contracts. For information purposes, such transaction expenses amount to
approximately RM1.22 million and includes the following:-

RM(000)
Advisory fees 758
Regulatory fees 11
Stamp duties 112
Printing and advertising costs 82
Miscellancous expenses 254
Total 1,217

Earnings and EPS

As the PDP Fees will be recognised by our Group on a “stage of completion” basis, the
Proposed PDP Contract is not expected to have any material effect on the earnings and EPS of
MRCB for the FYE 31 December 2016. However, the Proposed PDP Contract is expected to
contribute positively to the future earnings and EPS of MRCB Group over the construction
period of the Project.
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Nevertheless, as the overall timeframe of the Project has not been fixed and shall be
undertaken in accordance with the Master Implementation Programme which is subject to
revision from time to time throughout the progress of the Project, the provisional
Development Cost and hence, the Provisional PDP Fees and the Reimbursables are still
subject to change. As such, it is currently too carly to ascertain the expected profits to be
derived by MRCB Builders from the Proposed PDP Contract.

APPROVALS REQUIRED FOR THE FROPOSED PDP CONTRACT

The Proposed PDP Contract is subject to and conditional upon approvals/ consents being obtained from
the following:-

(1) our shareholders at an EGM 1o be convened; and
(ii} the approval of any other relevant authority, if required.

The Proposed PDP Contract is not conditional upon any other corporate proposal undertaken or to be
undertaken by our Cormpany.

INTERESTS OF DIRECTORS, MAJOR SHAREHOLDERS AND/ OR PERSONS
CONNECTED WITH THEM

Save as disclosed below, none of the directors and/ or major shareholders of our Company or any
persons connected to them have any interest, whether direct and/ or indirect, n the Proposed PDP
Contract.

EPF is a major shareholder of our Company and the sole shareholder of KILSB. Hence, EPF is deemed
interested in the Proposed PDP Contract and will abstain from voting in respect of its direct and/ or
indirect interest in our Company on the ordinary resolution pertaining to the Proposed PDP Contract to
be tabled at the forthcoming EGM. EPF has undertaken that it shall ensure that all persons connected
with it will abstain from voting in respect of their direct and/ or indirect shareholdings in our
Company, if any, on the ordinary resolution pertaining to the Proposed PDP Contract to be tabled at
the forthcoming EGM.

Datuk Shahril Ridza Ridzuan, a Non-Independent Non-Executive Director of our Company, is the
Chief Executive Officer of EPF. In addition, Tan Sm Azlan Zainol, the Non-Independent Non-
Executive Chairman of our Company and Rohaya Mohammad Yusof, a Non-Independent Non-
Executive Director of our Company, are the representative and Head of Department (Capital Market
Department) of EPF respectively. As such, Datuk Shahril Ridza Ridznan, Tan Sri Azlan Zainol and
Rohaya Mohammad Yusof are deemed interested in the Proposed PDP Contract. Accordingly, the
Interested Directors have abstained and will continue to abstain from all Board deliberations and
voting in respect of the Proposed PDP Contract. The Interested Directors will also abstain from voting
in respect of their direct and/ or indirect inferest in our Company on the ordinary resolution pertaining
to the Proposed PDP Contract to be tabled at the forthcoming EGM. The Interested Directors have
nndertaken that they shall ensure that all persons connected with them will abstain from voting in
respect of their direct and/ or indirect shareholdings in our Company, if any, on the ordinary resclution
pertaining to the said Proposed PDP Contract to be tabled at the forthcoming EGM.
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1¢.

The direct and/ or indirect interests of the Interested Major Shareholder and Intercsted Directors in our
Company as at LPD are set out below:-

< Direct > | < Indirect >
Ne. of No. of
MRCB Shares % | MRCB Shares Yo
Interested Major Sharcholder
EPF 722,457,897 34.73 - -
Interested Directors
Tan Sri Azlan Zainol 120,000 ! 30,000 :
Datuk Shahril Ridza Ridzuan 500,000 0.02 ~ -
Rohaya Mohainmad Yusof - - - -
Notes:-
* Negligible.

12

Deemed inferested by virtue of his interesi in Edenview Projecis Sdn Bhd pursuant io Section 64 of the Act.

AMOUNT TRANSACTED WITH THE INTERESTED DIRECTORS AND INTERESTED
MAJOR SHAREHOLDER FOR THE PRECEDING 12 MONTHS

Save as disclosed below, our Company has not enfered into any transaction (not being a transaction
within the ordinary course of business} with the Interested Directors and Interested Major Shareholder
for the 12 months preceding the LPD:-

1)

(i)

Subscription of new ordinary shares of RM1.00 cach representing a 70% equity interest in
Kwasa Sentral Sdn Bhd (formerly known as Kwasa Development (2) Sdn Bhd) (“KSSB™)

On 30 June 2014, our Company had announced the receipt of a letter of award from KLSB for
the development of 64.07 acres of land identified to be the town centre of the proposed Kwasa
Damansara Township (“Project MX-17).

Subsequently, our Company had, on [4 August 2014, entered into a shareholders’ agreement
(“Shareholders’ Agreement”) with KLSB and KSSB in relation (o, infer alia, the proposed
subscription of new ordinary shares of RM1.00 each representing a 70% equity interests in
KSSB, a special purpose vehicle incorporated to undertake Project MX-1, for a subscription
payment of approximately RM816.6 million (“Subscription™).

The Subseription was approved by our Company’s shareholders at the EGM held on 12
February 2015.

On 8 August 2016, our Company had announced that it had entered infto a supplemental
shareholders’ agreement with KLLSB and KSSB to vary certain terms of the Shareholders’
Apgreement.

The Subscription is expected to be completed by the sccond (2™) quarter of 2017.

Management contract between Kwasa Utama Sdn Bhd (formerly kunown as Kwasa
Development (1) Sdn Bhd) (“KUSB”) and our Company for the appointment of our Company
as the Management Contractor in connection with the development and construction of a
commercial development named Kwasa Utama on a piece of land owned by KUSB measuring
29.82 acres known as plot C8 (part of Lot 85112) Kwasa Damansara, Mukim Sungai Buloh,
Daerah Petaling, Seksyen U4, 40160 Shah Alam, Selangor Darul Ehsan for a provisional total
contract sum of RM3,145,493,294 (“C8 Counstruction”)
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11.

On 28 October 2015, our Company had announced that it had entered into a management
contract with KUSB whereby KUSB had appointed our Company as the Management
Contracior for the C8 Construction.

The C8 Construction was approved by our Company’s shareholders al the EGM held on 21
December 2015 and the Management Contract had become unconditional on the same date.

The C8 Construction is expected to be completed by (a) 31 December 2024, or () the date of
completion of all the contracts between KUSB and our Company (for which the first notice to
proceed by KUSB were issued on or before 31 December 2024), whichever is later.

CORPORATE EXERCISES ANNOUNCED BUT PENDING COMPLETION

Save for the Proposed PDP Contract and the corporate exercises disclosed below, there is no other
corporate exercise which has been announced on Bursa Securities and is pending completion as at
LPD:-

(i) The Subscription, as set out in Section 10(1) of Part C of this Circular;
(11) The C8 Construction, as set out in Section 10(ii) of Part C of this Circular;

(1ii) Privatisation agrcement entered into between Rukun Juang Sdn Bhd (“RJSB”), the
Government of Malaysta, as represenled by the Ministry of Youth and Sports
(“Government™) and Syarikat Tanah dan Harta Sdn Bhd (“Hartanah™) (“Privatisation
Agreement’)

On 28 October 2015, our Company had announced that RISB, a 85%-owned subsidiary of
MRCB Land Sdn Bhd, had entcred into the Privatisation Agreement relating to the
refurbishment and upgrading of facilities located at the National Sports Complex in Bukit
Jalil, Kuala Lumpur for a total contract sum of RM1,631,880,000.00,

On 8 January 2016, our Company had announced that the Government had, vide its letter to
RISB dated 28 December 2015, agreed to RISB’s request for an extension of time of one (1)
month from 28 December 2015 until 28 January 2016 to fulfil the conditions precedent as set
out i the Privatisation Agreement.

Subsequently on 26 January 2016, our Company had announced that the Government had,
vide its letter to RISB dated 22 January 2016, agreed to RISB’s request for a further extension
of time until 10 February 2016 to fulfil the conditions precedent as set out in the Privatisation
Agreement.

On 2 February 2016, our Company had announced that RISB had on 29 January 2016 entered
into a supplemental agrcement to the Privatisation Apgreement with the Govermmnent and
Harlanah to vary certain clauses m the Privatisation Agreement as well as modify certain
deliverables in relation to the fulfillment of conditions precedent and construction works
programumie as set out in the Privatisation Agrecment.

The Privatisation Agreement had becomne unconditional on 4 February 2016 and is expected to
be completed by the end of 2020.

(iv} Private placcment of up to 493,610,683 new MRCB Shares (“Placement Shares”),
representing up to 20% of the issued and paid up share capital of MRCB

On 16 November 2015, our Company had announced that it is proposing to underlake a

private placement of up to 493,610,683 new MRCB Shares, representing up to 20% of the
issued and paid up share capital of our Company (“Private Placement™).
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v)

()

The first tranche of the Private Placement comprising 100,000,000 Pilacement Shares had been
completed on 25 April 2016, following the listing of and quotation for 100,000,000 Placement
Shares on the Main Market of Bursa Securitics.

On 18 May 2016, our Company had announced that Bursa Securifies had vide its letfer dated
17 May 2016, which was received on 18 May 2016, approved an extension of time until 1
December 2016 for our Company to complele the implementation of the Private Placement.

The second tranche of the Private Placement comprising 193,625,000 Placement Shares had
been complcted on 22 August 2016, following the listing of and quotation for 193,625,000
Placement Shares on the Main Market of Bursa Securities.

The remaining Placement Shares will be 1ssued in subsequent tranches.

Proposed disposal by 348 Sentral Sdn Bhd, a wholly-owned subsidiary of our Company (“348
Sentral”), of Menara Shell (as defined herein} to Maybank Trustees Berhad (“MTB”), acting
solely in the capacity as trustee for MRCB-Quil REIT (“MQ REIT”)} and proposed
subscription by MRCB of no less than RM110 million buf up to RM152 million in value of
new units in MQ REIT (“Units”) pursuant to the proposed placement exercise to be
undertaken by MQ REIT

On 3 December 2015, our Company had announced that 348 Senfral had on 3 December 2015
entered into a head of agreements with MTB for the proposed disposal of a 33-storey office
tower known as “Menara Shell” together with a 5-storey podium and 4-storey basement car
park bearing the postal address of No. 211, Jalan Tun Sambanthan, 50470 Kuala Lumpur,
Wilayah Persekutuan, Malaysia and erected on part of the freehold land held under the master
title of Geran 40094, Lot 348, Section 72, Town and District of Kuala Lumpur, Federal
Territory of Kuala Lumpur, Malaysia, for a total cash consideration of RM640 million
{(“Proposed Disposal™).

Omn 3 March 2016, our Company had announced that the cut-off date for the execution of the
sale and purchase agresment in relation to the Proposed Disposal had been extended to 15
April 2016. Subsequently, the cut-off date was further extended to 30 May 2016 and then to
14 July 2016.

On 30 June 2016, our Company had entered into a conditional sale and purchase agreement
with MTB for the Proposed Disposal for a total cash consideration of RM640 milliou.

Concwrrently, it was also announced that our Company had undertaken to subscribe for no less
than RM110 million but up to RM152 million in value of new Units pursuant to MQ REIT’s
proposed placement of up to 406,666,667 new Units at an issue price to be determined by way
of bookbuilding (“Proposed Subscription™).

The Proposed Disposal and Proposed Subscription are expected to be completed by the fourth
(4™ quarter of 2016.

Proposed establislunent of a long-term incentive plan of up to 10% of the issued and paid-up
share capital of MRCB

On 25 August 2016, our Coinpany had announced that it is proposmg to undertake a long-term
incentive plau of up to 10% of the issued and paid-up share capital of MRCB (excluding
treasury shares), for the eligible employees of the MRCB Group (excluding subsidiaries which
are dormant) and eligible executive directors of MRCB (“Proposed L'TIP™),

The Proposed LTIP is expected to be implemented by the second (2“d) quarter of 2017,

C-29



12.

13.

14.

I5.

16.

DIRECTORS’ STATEMENT AND RECOMMENDATION

Your Board (save for the Interested Directors), after having considered all aspects of the Proposed PDP
Contraci and after careful deliberation, is of the opinion that the Proposed PDP Coniract is in the best
interests of our Company. Accordingly, your Board (save for the luterested Directors) recomumends that
you vote in favour of the ordinary resolution pertaining to the Proposed PDP Contract to be tabled at
the forthcoming EGM.

The view of your Board (save for the Interested Direetors) was arrived at after having considered,
inter-alia, the terms and conditions of the PDP Agreement, the S’ estimation of the GDC for the
Project, the rationale for and prospects of the Proposed PDP Contract as well as afier discussion with
the advisers appointed by our Company, as set cut in Section 16 of Part C of this Circutar.

STATEMENT BY THE AUDIT COMMITTEE

The Audit Commitiee (save for Rohaya Mohammad Yusof, being an Interested Director) is of the
opinion that the Proposed PDP Contract is in the best interest of our Company and the terms of the
Proposed PDP Conftract are fair, reasonable and on normal commercial terms and hence, will not be
detrimental to the intercsts of the non-interested shareholders.

The view of the Audit Committee (save {or Rohaya Mohammad Yusof, being an Interested Director)
was arrived at after having considered, inter-alia, the terms and conditions of the PDP Agreenient, the
QS’ estimation of the GDC for the Project, the rationale for and prospects of the Proposed PDP
Contract as well as after discussion with the Independent Adviser.

TENTATIVE TIMELINE FOR THE PROPOSED PDP CONTRACT
Barring any unforeseen circumstances and subject to the approvals (as set out in Section 8 of Part C of

this Circular) being obtained, the tentative timeline in relation to the Proposed PDP Contract is as
follows:-

Month Events
End November 2016 . EGM to approve the Proposed PDP Contract
By early December 2016 . PDP Agreement becomes uncondifional

ESTIMATED TIMEFRAME FOR COMPLETION
Barring any unforeseen circumstances and subject to all requisite approvals being obtained, thc

Proposed PDP Contract is expected to become unconditional by early December 2016, whilst the
Project is expected to complete by the end of year 2023.

ADVISERS

RHB Investment Bank was appointed as the Principal Adviser for the Proposed PDP Contract on 24
May 2016.

PCM Kos Perunding was appointed as the QS to prepare the QS Report on 22 April 2016,
In view that the Proposed PDP Contract is deemed an RPT under Paragraph 10.08 of the Listing
Requirements, Kenanga Investment Bank has been appointed on 22 April 2016 to act as the

Independent Adviser to provide the non-interested directors and non-interested shareholders with an
independent evaluation of the Proposed PDP Contract.
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17. EGM

The EGM, the noticc of which is enclosed in this Circular, will be held at Mahkota Ballroom II, BR
Level, Hotel Istana Kuala Lumpur City Centre, 73, Jalan Raja Chulan, 50200 Kuala Lumpur on
Wednesday, 30 November 2016 at 10.00 am. or at any adjournment thereof, for the purpose of
considering and, if thought fit, passing the ordinary resolution to give effect to the Proposed PDP
Contract.

If you are unable to attend and vote in person at the EGM, please complete, sign and send the enclosed
Form of Proxy in accordance with the instructions therein as soon as possible and in any event so as to
arrive al our share registrar’s office at Symphony Share Registrars Sdn Bhd, Level 6, Symphony
House, Pusat Dagangan Dana 1, Jalan PJU 1A/46, 47301 Petaling laya, Selangor Darul Ehsan,
Malaysia, not lcss than 48 honrs before the time stipulated for holding the EGM or at any adjoutrnment
thereof. The lodging of the Form of Proxy does not preclude vou from attending and voting in person
at the EGM should you subsequently wish to do so.

18. FURTHER INFORMATION

You are advised te refer to the attached appendices for further information.

Yours faithfully,
For and on behalf of the Board
MALAYSIAN RESOURCES CORPORATION BERHAD

TAN SRI MOHAMAD SALIM FATEH DIN
Gronp Managing Director
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APPENDIX C(I)

EXECUTIVE SUMMARY OF THE QS REPORT

PCM KOS PERUNDING SDN BHD

{ No. ROC : 359690-H) [ No.LJBM : 2009 / FC 00437 ]
4-4, Jatan Kuchai Maju 10, Kuchai Entrepreneurs’ Park, Off Jalan Kuchal Lama, 58200 Kuala Lumpur.
Tel : 03-7987 9969, 03-7987 8969 Fax : 03-7987 6698 Email : pcmkos@gmail.com

1 June 2016
QOur Ref: PCM/MRCB/Kwasalnfra/1/2016

The Board of Directors

Malaysian Resources Corporation Berhad
Level 30, Menara Allianz Sentral

No 203, Jalan Tun Sambanthan

Kuala Lumpur Sentral

50470 Kuala Lumpur

Dear Sir or Madam:

EXECUTIVE SUMMARY OF INDEPENDENT GROSS DEVELOPMENT COST
(“GDC”) ANALYSIS FOR THE CONSTRUCTION AND COMPLETION OF THE
COMMON INFRASTRUCTURE INCLUDING THE COMMON ROADS, DRAINAGE
SYSTEM, WATERWORKS, TELECOMMUNICATION, SEWERAGE AND
MECHANICAL AND ELECTRICAL INFRASTRUCTURE FOR THE MAILIS
BANDARAYA PETALING JAYA AREA OF THE KWASA DAMANSARA TOWNSHIP
{(“PROPOSED DEVELOPMENT")

The Executive Summary of the GDC Report was prepared for inclusion in the
Circular to the shareholders of Malaysian Resources Corporation Berhad dated
15 November 2016in respect of the above mentioned Proposed Development.

In accordance with our appointment by your good self to perform an
independent analysis of the GDC of the Proposed Development, we have
subsequently concluded our report and the salient details of our report are as
follows:-

Sr SHAHRIL HJ AWANG
Reg. (5., MRISM

Sr ENG TEIT GOY
Reg. QS., MRISM

Sr ADELINE TAN
* CONSTRUCTION CONSULTANTS * PROJECT MANAGERS * QUANTITY SURVEYORS Reg. (5., MRISM, MRICS
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APPENDIX C(T)

EXECUTIVE SUMMARY OF THE QS REPORT (Conit’d)

1.1 PROJECT BACKGROUND

1.1.1

The project comprises approximately 1,600 acres of
infrastructure works which is located at the southern part of
a new sustainable community township known as Kwasa
Damansara Township.

Kwasa Damansara comprises of a modern development mix

of residential, commercial, recreational and educational
facilities which boasts an integrated transportation system
that links the whole mega township via an MRT network,
four (4) expressways and a nearby Sky Park Terminal
{airport) to the rest of the Klang Valley and the country.

1.2 REPORT METHODOLOGY

1.2.1

>

>

In the preparation of the GDC Report, we relied upon two (2)
categories of information which are:-

Information provided by MRCB and assessed for
reasonableness/adequacy based on market and industry
best practices.

Acceptable costing methodology and our own assumptions
based on relevant and acceptable market and industry best
practices and standards.

1.3 INFORMATION PROVIDED BY MRCB

1.3.1

1.3.2

1.3.3

1.3.4

1.3.5
1.3.6

The master layout plan infrastructure drawings provided by
MRCB — Refer Table 1

Total acreage of the land for infrastructure development
which is 1,600 acres.

Quantum of fees for Consultant’s Professional Services -
Refer Table 2

List of Major infrastructure cost elements for costing
purposes. — Refer Table 3

Reimbursable Cost Efements — Refer Table 4

List of sub-elements of Infrastructure cost elements for
costing purposes — Refer Table 5

4-4 [alan Kuchai Maju 10, Kuchai Entrepreneur’s Park off Jalan Kuchai Lama, 58100, K.L
Tel: +603-79878969/+603-79879969 Fax: +603-79876898 Page 2
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APPENDIX C(I)

EXECUTIVE SUMMARY OF THE QS REPORT (Cont'd)

Table 1:- Infrastructure Master Layout Plan — Provided By MIRCB

Infrastructure Element Drawing Reference No

iy

RRI/C&S/DR/OLP/KM/Rev01

External Water Reticulation RRI/C&S/WS/RLD/OLP/KM/Rev01,
Works RRI/C&S/WS/DL/OLP/KM/Rev01

Table 2:- Quantum of Fees for Consuitants provided by MRCB

Type of Consultants Percentile Scope of Work
(%)

Civil & Structural Engineer | Design & Planning

ICT Consultant Design and Planning

Landscape Consultant Design and Planning

Quantity Surveyor Cost & Contract Management

Total 6.50% of TCC

Note: For purpose of calculation, the fees are based on the total construction cost (“TCC”).
The percentile (%) is provided by MRCB.

4-4 jalan Kuchai Maju 10, Kuchai Entrepreneur’s Park off Jalan Kuchai Lama, 58100, K.
Tel: +603-79878969/+603-79879969 Fax: +603-79876898 Page 3
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APPENDIX CQ)

EXECUTIVE SUMMARY OF THE QS REPORT (Cont’d)

Table 3:- List of Major Infrastructural Cost Elements — Provided By MRCB

ITEM CATEGORY

D. GENERAL CONTINGENCIES AND STEP-
IN CONTINGENCIES

£ | AUTHORITY AND STATUTORY COST
Source: - List provided by MRCB

Table 4:- Reimbursable Cost Element and Percentile (4% of TCC) provided by MRCB

ITEM DESCRIPTION

B. | TRAVEL EXPENSES (SAVE FOR DAILY
COMMUTE COST AND EXPENSES)

Source; - List provided by MRCB

4-4 Jalan Kuchai Maju 10, Kuchai Entrepreneur's Park off Jalan Kuchai Lama, 58100, K.L
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APPENDIX C(I)

EXECUTIVE SUMMARY OF THE QS REPORT (Cont'd)

List of sub-elements of Infrastructure Cost Elements provided by MRCB

.
.

Table 5

Sub-Element
Main road 40m road eServe,

Inrastructure Ieen
‘Roadworks and Bn‘de |

Item
2

Secondary road 30m road reserve, Minor road

inor road 20m road
inor road 16m road reserv.

M

ve,

24m road reser

e, Road

e, M

reserv
kerbs

Walkaway

iture and Road s

idges over
Park and R

Pedestrian
Road Furn

Br

igns

fvers

ri

ties

ili

jon and Protect

de Fac

f

on

isat

ili

Barriers a

Slope Stab

t MRDeot

ise

No

Sewerage Pipés and Manholes

Sewerage Reticulation

Pumping Station
Sewerage Treatment Plant

and STP

Temporary STP

4-4 Jalan Kuchai Maju 10, Kuchai Entrepreneur’s Park off Jalan Kuchai Lama, 58100, K.L
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APPENDIX C(I)

EXECUTIVE SUMMARY OF THE QS REPORT (Cont’d)

Table 5: List of sub-elements of Infrastructure Cost Elements provided by MRCB [Cont'd]

Item _Infrastructure Element  Sub-Element

A

6 Miscellaneous Cost IP Surveillance System
ICT Infrastructure
Electrical Infrastructure
Electrical Infrastructure for Upgrading Works
Cable trench
Landscape Electrical Infrastructure
Environmental Protection Works
Centralised Labour Quarters {CLQ)
Temporary Park and Ride Facilities

PR b

Diamond Interchange Underpass, Diamond
Interchange Connecting road and road
widening including Electrical Infrastructure
Relocation of Services

4-4 Jalan Kuchai Maju 10, Kuchai Entrepreneur’s Park off Jalan Kuchai Lama, 58100, K.L
Tel: +603-79878969/+603-79879969 Fax: +603-79876898 Page 6
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APPENDIX C(I)

EXECUTIVE SUMMARY OF THE QS REPORT (Cont’d)

i4 PCM’'S OWN ASSUMPTIONS BASED ON ACCEPTABLE MARKET AND
INDUSTRY BEST PRACTICES

1.4.1 In generating the GDC, the pertinent cost elements are illustrated in
Table 6 as follows:-

Table 6:- GDC Cost Element

Iltem Item Description  Remarks

T ———

2 Work Outside Calculated by PCM. Based on assumptions and
Boundary acceptable yardstick as per industry’s practise.

4 Contingencies There are 2 (two) contingency items which are
provided by MRCB to be incorporated. General
Contingency and Step-in Contingency is 10% and
2% of Construction Cost (“CC”) respectively

s

e

6 Authority and Provided by PCM which is calculated based o
Statutory Cost assumptions, comparable and guidelines by
relevant Authorities.

4-4 Jalan Kuchai Maju 10, Kuchai Entrepreneur’s Park off Jalan Kuchai Lama, 58100, K.L
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APPENDIX C(I)

EXECUTIVE SUMMARY OF THE QS REPORT (Cont’d)

1.5 GDC

Table 7:- Summary of Gross Development Cost

{tem Description | Total Amount (RM) Remarks

i

e. Step-In Contingencies 2% of 30,670,789.00 Percentile provided by
“cc” MRCB. Calculated by
PCM .

g. Prfessional and 130,825,200.00 ~ Percentile provided by
Management Fees for MRCB and calculated
Consultants including Project by PCM

Supervision Cost

TOTAL DEVELOPMENT  2,353,132,464.00
COST (“DC”)

reetea

TOTAL GROSS 2,421,835,031.00
DEVELOPMENT COST
(IIGDCII)

Note: The estimation of GDC excludes Financing Cost and inflationary impact

4-4 Jalan Kuchai Maju 10, Kuchai Entrepreneur’s Park off Jalan Kuchai Lama, 58100, K.L
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APPENDIX C(I)

EXECUTIVE SUMMARY OF THE QS REPORT (Cont’d)

Table 8: Breakdown of Primary and Secondary Infrastructure Cost

Item Cost Element Amount [RM]

o7

STP

"TOTAL FOR PRIMARYAND  1,228,557,850.00
SECONDARY
INFRASTRUCTURE

Table 9: Breakdown of Work outside Boundary

_Item _Infrastructure Element Amount [RM]

N

e SR

TSID

BOUNDARY

4-4 Jalan Kuchai Maju 10, Kuchai Entrepreneur’s Park off Jalan Kuchai Lama, 58100, K.L
Tel: +603-79878969 /+603-79879969 Fax: +603-79876898 Page9
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APPENDIX C(I)

EXECUTIVE SUMMARY OF THE QS REPORT (Cont’d)

Table 10: Breakdown of Authority and Statutory Cost

Amount [RM]

4-4 Jalan Kuchai Maju 10, Kuchai Entrepreneur’s Park off Jalan Kuchai Lama, 58100, K.L
Tel: +603-79878969/+603-79879969 Fax: +6(3-79876898 Page 10
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APPENDIX C(I)

EXECUTIVE SUMMARY OF THE QS8 REPORT (Conr'd)

1.6 REIMBURSABLE COST ELEMENTS

1.6.1 In computing the reimbursable cost, MRCB provided the percentile 4% of
“TCC” and the pertinent cost elements which are illustrated in Table 11
as follows:-

Table 11:- Reimbursable Cost Element

Item Item Description Remars

2 Travel expenses Items provided by MRCB and calculated by PCM.

(save for daily Based on assumptions for three (3) personnel for a
commute cost five (5) days trip with two (2) trips per year for the
and expenses) whole seven (7) years tenure inclusive of flight

tickets, lodging and subsistence allowance

After taking into account all those cost elements, the estimated Reimbursable
Cost Element will be generated following the methodology and guidelines
outlined.

For the final outcome, please refer Table 12 for the Cost Summary of
Reimbursable Cost Elements

4-4 Jalan Kuchai Maju 10, Kuchai Entrepreneur’s Park off Jalan Kuchai Lama, 58100, K.L
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Table 12:- Summary of Cost — Reimbursable Cost Elements

Item Description Total Amount Remarks
(RM)

b. Travel expenses (save 918,362.00 Calculated by PCM. The
for daily commute cost amount is budgeted for three
and expenses} {3) pax travelling for 5 days

minimum with 2 trips planned
a year for 7 years tenure.

TOTAL ESTIMATED 68,702,567.00
REIMBURSABLE COST

ELEMENTS

Note: The estimation of Reimbursable Cost excludes Financing Cost and inflationary
impact.

4-4 Jalan Kuchai Maju 10, Kuchail Entrepreneur’s Park off Jalan Kuchai Lama, 58100, K.L
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APPENDIX C(I)

EXECUTIVE SUMMARY OF THE QS REPORT (Cont'd)

1.7

1.7.1

1.6.2

1.6.3

1.6.4

1.6.5

CONCLUSION

Total estimated GDC inclusive of Reimbursable Cost is RM2,
421,835,031.00, as shown in Table 7, Page 8 with unit rate per acre of
RM1, 550,694.55

We are of the opinion that the methodology employed in generating the
GDC is in line with market and industry best practices.

For Reimbursable Cost, we are also in the opinion that the percentile
factor provided by MRCB which is 4% of “TCC” (RM68, 702,567.00) to be
adequate.

The derived estimated total GDC is reasonable and within acceptable
range for development of this nature. However as the tenure of the
development will span over an estimated seven (7} years, inflationary
effects on the construction cost and other associated costs will be
inevitable and no inflationary effects have been considered in the
preparation of the GDC and the total GDC has been derived purely based
on prevailing cost.

Notwithstanding, we further opined that the impact on costs can be
appropriately mitigated by cautious and vigilant management on design
strategies and costs planning as the designs are further developed.

o -. e vy o7 T LI ‘u - .‘
For and on behalf GEB\} shanRIL BIN AWANG
Qmd’ 2004/MF01256

CM

Perunding Sdn Bhd

4-4 Jalan Kuchai Maju 10, Kuchai Entrepreneur’s Park off Jalan Kuchai Lama, 58100, K.L
Tel: +603-79878969/+603-79879969 Fax: +603-79876898 Page 13
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APPENDIX C(II)

FURTHER INFORMATION

1. DIRECTORS’ RESPONSIBILITY STATEMENT

Parts C and I? of this Circular have been seen and approved by your Board who collectively and
individually accept full responsibility for the accuracy and completeness of the information given herein
insofar as it relates to our Group. Your Board hereby confirms that after having made all reasonable
enquiries, and to the best of their knowledge and belief, there is no other fact, the omission of which
would make any statement herein false or misleading,

Information relating to KI.SB has been obtained from publicly available documents (where available)
and other information/ documents provided by its directors/ management. The sole responsibility of
your Board has been to ensure that the information in relation to K1LSB has been accurately reproduced.

2. CONSENTS

RHB Investment Bank, Kenanga Investment Bank and PCM Kos Perunding have given and have not
subsequently withdrawn their written consents to the mclusion m Part C of this Circular of their names
and reports (where applicable) and all references thereto in the form and context in which they appear in
Part C of the Circular.

3. DECLARATIONS OF CONFLICT OF INTEREST
31 RHB Investment Bank

EPF is a common shareholder of MRCB and RHB Bank Berhad (being the holding company
of RHB Investment Bank) (“RHB Bank”). Nevertheless, EPF is not involved in the day-to-day
operations of RHB Bank and its subsidiaries (“RHB Banking Group”).

In addition, Tan Sri Azlan Zainol is a Non-Independent Non-Executive Chairman of MRCB
and a Non-Independent Non-Executive Chairman of RHB Bank. Nevertheless, in view of his

role as a non-executive chairman, he is not involved in the day-to-day operations of RHB
Bank.

Haji Md Ja’far Abdul Carrim, a member of the board of directors of EPF, is also the Non-
Independent Non-Executive Chairman and a Non-Independent Non-Executive Director of
RHB TIslamic Bank Berhad and RHB Insurance Berhad respectively, which are also
subsidiaries of RHB Bank. Nevertheless, he does not hold any directorships in either RHB
Bank or RHB Investment Bank. In view of his role as a non-executive director, he is also not
mvolved in the day-to-day operations of RHB Islamic Bank Berhad and RHB Insurance
Berbad.

As at LPD, the RHB Banking Group have extended various credit facilities amounting to
approximately RM1,590 million (with an amount of approximately RM738.58 million
outstanding) to our Group. Such credit facilities represent approximately 0.69% of the audited
total assets of RHB Banking Group as at 31 December 2015 of approximately RM230,717.67
million.

Notwithstanding the aforesaid, RHB Investment Bank confirms that no conflict of interest
situation exists or is likely to exist by virtue of RHB Investment Bank’s appointment as the
Principal Adviser for the Proposed PDP Contract on the basis that:-

(a) The above credit facilities are provided by RHB Banking Group on an arms’ length
basis and in the ordinary course of its business;
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FURTHER INFORMATION (Cont’d)

(b)

(c)

(d)

the corporate finance division of RHB Investment Bank is required under its
investment banking license to comply with strict policies and guidelines issued by the
Securities Cominission Malaysia, Bursa Securities and Bank Negara Malaysia
governing its advisory operations. These guidelines require, among others, the
establishment of Chinese wall policies, clear segregation between dealing and
advisory activities and the formation of an independent committee to review its
business operations. Further, the appointment of RHB Investment Bank as Principal
Adviser in relation to the Proposed PDP Contract is in the ordinary course of its
business as a licensed investment bank;

the conduct of RHB Banking Group in its banking business is strictly regulated by the
Financial Services Act 2013, the Capital Markets and Services Act, 2007 and RHB
Banking Group’s own intemal controls and checks; and

RIIB Investment Bank does not receive or derive any financial interest or benefit
from the Proposed PDP Contract, save for the professional fees as the Principal
Adviser for the Proposed PDP Contract.

32 Kenanga Investment Bank
Kenanga Investment Bank is not aware of any situation which gives or is likely to give rise to a
conflict of interest situation in relation to its role as the Independent Adviser for the Proposed
PDP Contract,
3.3 PCM Kos Perunding
PCM Kos Perunding is not aware of any situation which gives or is likely to give rise to a
conflict of interest situation in relation to its role as the QS for the Proposed PDP Contract.
4, MATERIAL COMMITMENTS
Save as disclosed below, as at LPD, your Board is not aware of any material commitment incurred or
known to be incurred by our Company or our subsidiaries which upon becoming enforceable may have
a material impact on the financial position of our Group:-
RM(’000)
Authorised capital expenditure not contracted for:
- property, plant and equipment 101,490
5. CONTINGENT LIABILITIES

Save as disclosed below, as at LPD, your Board is not aware of any contingent lability which upon
becoming enforceable may have a material iinpact on the financial position of our Group:-

RM{(*000)

Performance guarantees extended to third parties 257,616
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FURTHER INFORMATION (Cont’d)

6.

DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents are available for inspection at the registered office of our Company
at Level 33A, Menara NU 2, No. 203, Jalan Tun Sambanthan, Kuala Lumpur Sentral, 50470, Kuala
Lumpur, Malaysia, during normal office hours from Mondays to Fridays (except public holidays) from
the date of this Circular up to and including the date of the EGM:-

@

(ii)

(i)

(iv)
47

the memorandum and articles of association of our Company;

the audited consolidated financial statements of our Group for the past two (2) FYE 31
December 2014 and 31 December 2015 and the latest unaudited consolidated financial
statements for the six (6)-month financial period ended 30 June 2016;

the QS Report, together with the Executive Summary of the QS Report referred to in Appendix
C(1) of Part C of this Circular;

the PDP Agreement; and

the letters of consent referred to in Section 2 above.

The rest of this page has been intentionally left blank
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PARTD

IAL TO THE NON-INTERESTED DIRECTORS AND NON-INTERESTED SHAREHOLDERS OF
MRCB IN RELATION TO THE PROPOSED PDP CONTRACT




EXECUTIVE SUMMARY

All definitions used in this Execulive Summary shall have the same meanings as defined in the Definitions
section of the Circular, except where the context otherwise requires or otherwise as defined in the [AL. In this
IAL, alf references to “we”, “us” or “our” are to Kenanga Investment Bank, being the Independent Adviser for
the Proposed PDP Contract. Alf references to "you” are to MRCB’s non-interested shareholders.

This Executive Summary is intended to be a brief summary of this IAL which has been prepared by
Kenanga lnvestment Bank as the Independent Adviser to provide the non-interested shareholders of MRCB
with an independent evaluation of the Proposed PDP Contract and to express our recommendation
thereon. Non-interested shareholders should consider carefully the recommendation contained therein
before voting on the resolution pertaining to the Proposed PDP Contract at the forthcoming EGM of MRCB.

1. INTRODUCTION

On 26 May 2018, RHB Investment Bank had, on behalf of the Board, announced that MRCB
Builders, a wholly-owned subsidiary of MRCB, had entered into a project delivery partner agreement
with KLSB, whereby KLSB has appointed MRCB Builders as a PDP in connection with the
construction and completion of common infrastructure for the Majlis Bandaraya Petaling Jaya area at
the proposed Kwasa Damansara Township located on a piece of land {formerly known as Rubber
Research Institute Malaysia land) in Sungai Buloh measuring approximately 2,330.42 acres, for a
provisional fee of RM112.28 million {excluding 6% GST and reimbursable costs).

In view of the interests of the Interested Directors and Interested Major Shareholder as set out in
Section 9 of Part C of the Circular, the Proposed PDP Contract is deemed to be a related party
transaction pursuant to Paragraph 10.08 of the Listing Requirements. Accordingly, the Board had
appointed Kenanga Investment Bank on 22 April 2016 as the Independent Adviser to advise the non-
interested directors and non-interested shareholders of MRCE in respect of the Proposed PDP
Contract,

2, EVALUATION OF THE PROPOSED PDP CONTRACT

In evaluating the Proposed PDP Contract, we have taken into consideration the following:

Section in the IAL Area of evaluation Kenanga Investment Bank's comments
Section 6.1 Rationate for the Proposed We are of the view that the Proposed PDP
PDP Contract Contract is in the ordinary course of business of

MRCB Builders and the PDP Contract is expected
to contribute to the MRCB Group’s earnings with
the Provisional PDP Fees of approximately
RM112.28 million. As such we are of the view that
the rationale for the Proposed PDP Contract is fair
and reasonabile.

Please refer to Section 6.1 of this IAL for further

details.
Section 6.2 Salient terms of the PDP We are of the view that the salient terms of the
Agreement PDP Agreement are fair and reasonable and the

terms and conditions set out in the PDP
Agreement are similar to the previous contracts
entered into by the MRCB Group.

Please refer to Section 6.2 of this 1AL for further
details.




Section in the IAL

Area of evaluation

Kenanga Investment Bank’s comments

Section 6.3

Financial Evaluation of the
Proposed PDP Contract

We note that the PDP Fee based on 5% of the
Development Cost payable to MRCB Builders may
potentially be higher than the RM112.28 million as
set out in the PDP Agreement. Also, we note that
the basis of PDP Fees of 5% of the Development
Cost is similar to the service fees provided in the
Project C8 Management Contract. Therefore, we
are of the view that the PDP Fees of 5% of the
Deveiopment Cost is fair and reasonable.

Please refer to Section 6.3 of this AL for further
details.

Section 6.4

Financial effects of the
Proposed PDP Contract

The Proposed PDF Contract will not have any
effect on the share capital and substantial
shareholders’ shareholdings of MRCB. In addition,
the Proposed PDP Contract is not expected to
have any immediate effect on the NA per share,
gearing, earnings and EPS of MRCB for the FYE
31 December 2016. However, the Proposed PDP
Contract is expected to contribute positively to the
earnings of MRCB over the estimated contract
period of seven years. Thus, we are of the view
that the Proposed FDP Contract is fair and
reascnable.

Please refer to Section 6.4 of this IAL for further
details.

Section 6.5

Risk factors for the
Proposed FDF Contract

The key risk factors of the Proposed PDP Contract
have been considered and are not expected to
significantly alter the business risk profile of the
MRCB Group. Thus, we are of the view that the
Proposed PDP Contract is fair and reasonable.

Please refer to Section 6.5 of this |AL for further
details.

Section 6.6

Overview and Prospects of
the Malaysian Economy
and Construction Industry

The Malaysian economy and the construction
sector remained resilient with the property market
aclivities in the Klang Valley is expected to remain
robust. The Proposed PDP Contract allows the
MRCB Group to strengthen its position in the
engineering and construction industry and may
pravide future opportunity for the Company to
participate in the various upcoming developments
in Klang Valley. Thus, we are of the view that the
Proposed PDP Contract is fair and reasonable.

Please refer to Section 6.6 of this IAL for further
details.




CONCLUSION AND RECOMMENDATION

In arriving at our recommendation, we have assessed and evaluated the Proposed PDP Confract,
taking into consideration the various factors discussed in Section 6 of the IAL.

We summarise our evaluations of the Proposed Contract as set out below:

(i)

(ii)

(i)

(iv)

the Proposed PDP Contract is in the ordinary course of MRCB Builders’ business and the
Group possesses the requisite experience and expertise to undertake the Proposed PDP
Contract. In addition, the Proposed PDP Contract is also expected to contribute positively to
the earnings of the MRCB Group over the contract period;

the salient terms of the PDP Agreement are fair and reasonable and not detrimental to the
non-interested shareholders of MRCB. In addition, the general conditions of the PDP
Agreements are similar to the terms adopted by MRCB Group in previous contracts such as
the Project C8 Management Contract;

the basis of the PDP Fee has been fixed at 5% of the Development Cost as set out in the
PDP Agreement and it is similar to the rates charged by MRCB under the Project C8
Management Contract for the similar services provided. Furthermore, we note that the
Development Cost estimated by the QS is higher than the provisional Development Cost
provided in the PDP Agreement and thus the PDP Fee payable to MRCB Builders may
potentially be higher than the provisional PDP Fee of RM112.28 million as set out in the
PDFP Agreement. Therefore, we are of the view that the provisional PDP Fee is fair and
reasonable;

the Proposed PDP Contract will not have any effect on the share capital and substantial
shareholders’ shareholdings of MRCB. In addition, the Proposed PDP Contract is not
expected to have any immediate effect on the NA per share, gearing, earnings and EPS of
MRCB for the financial year ending 31 December 2016;

the risk factors as set out in Section 5 of Part C of the Circular are not expected to
significantly alter the business risk profile of the MRCB Group. Nonetheless, no assurance
can be given that the risks will not crystallise and give rise to material and adverse impact
on the business of the MRCB Group, its competitiveness, financial performance/position or
prospects thereon; and

the Malaysian economy and the construction sector remained resilient with the property
market activities in the Klang Valley is expected to remain robust. The Proposed PDP
Contract and the Group’s involvement in a large scaled development such as the Kwasa
Damansara Township will allow the MRCB Group to strengthen its position in the
engineering and construction industry and may provide future opportunity for the Company
to participate in the various upcoming developments in Klang Valley.

Premised on the above and on an overall basis, we are of the opinion that the Proposed PDP
Contract is FAIR AND REASONABLE insofar as you are concerned and are not detrimental to you.

Accordingly, we advise and recommend that you VOTE IN FAVOUR of the resolution pertaining to
the Proposed PDP Contract to be tabled at MRCB'’s forthcoming EGM.
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15 November 2016

To: The Non-Interested Shareholders of MRCB

Dear SirfMadam,

MALAYSIAN RESOURCES CORPORATION BERHAD {(“MRCB” OR THE “COMPANY")

INDEPENDENT ADVICE LETTER TO THE NON-INTERESTED SHAREHOLDERS OF MRCB ON THE
PROPOSED PDP CONTRACT

This Independent Advice Letfter ("IAL"} is prepared for the inclusion in the circular to the shareholders of
MRCB dated 15 November 2016 in relation to the Proposed PDP Confract ("Circular’}. Definitions or defined
ferms used in this IAL shall have the same meanings as defined in the definitions section of the Circufar,
except where the context otherwise requires or where otherwise defined herein.

1. INTRODUCTION

On 26 May 2016, RHB Investment Bank had, on behalf of the Board, announced that MRCB
Builders, a wholly-owned subsidiary of MRCB, had entered into a project delivery partner
agreement with KLSB, whereby KLSB has appointed MRCB Builders as a PDP in connection with
the construction and completion of common infrastructure for the Majlis Bandaraya Petaling Jaya
area at the proposed Kwasa Damansara Township located on a piece of land (formerly known as
Rubber Research Institute Malaysia land) in Sungai Buloh measuring approximately 2,330.42
acres, for a provisional fee of RM112.28 million (excluding 6% GST and reimbursable costs).

In view of the interests of the Interested Directors and Interested Major Shareholder as set out in
Section 9 of Part C of the Circular, the Proposed PDP Contract is deemed to be a related party
transaction pursuant to Paragraph 10.08 of the Listing Requirements. Accordingly, the Board had
appointed Kenanga Investment Bank on 22 April 2016 as the Independent Adviser to advise the
non-interested directors and non-interested shareholders of MRCB in respect of the Proposed FDP
Contract.

The purpose of this IAL is to provide you with our independent opinion as to whether the terms of
the PDP Agreement are fair and reasonable and whether the Proposed PDP Contract is detrimental
to MRCE and its non-interested shareholders subject to the scope and limitations of our role and
evaluation as specified herein. The non-interested shareholders should nonetheless rely on their
own evaluation of the merits of the Proposed PDP Contract before making a decision on the course
of action to be taken.

YOU ARE ADVISED TO READ AND UNDERSTAND BOTH THIS 1AL AND THE LETTER FROM
THE BOARD AS SET OUT IN PART C OF THE CIRCULAR TOGETHER WITH THE
ACCOMPANYING APPENDiX, AND TO CONSIDER CAREFULLY THE RECOMMENDATIONS
CONTAINED IN BOTH THE LETTERS BEFORE VOTING ON THE RESOLUTION PERTAINING
TO THE PROPOSED PDP CONTRACT TO BE TABLED AT THE FORTHCOMING EGM OF THE
COMPANY.,

IF YOU ARE IN ANY DOUBT AS TO THE COURSE OF ACTION TO BE TAKEN, YOU SHOULD
CONSULT YOUR STOCKBROKER, BANK WMANAGER, SOLICITOR, ACCOUNTANT OR
OTHER PROFESSIONAL ADVISERS IMMEDIATELY.

Kenanga Investment Bank Berhad 1ss7s-1

8th Floor, Kenanga International, Jalan Sultan Ismail, 50250, Kuala Lumpur, Malaysia
T +603 2164 9080 / 2162 1490 F +603 2161 4980 www.kenanga.com.my
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2.

DETAILS OF THE PROPOSED PDP CONTRACT

The Employer, KLSB, is undertaking the construction and completion of the common infrastructure
including the common roads, drainage system, waterworks, telecommunication, sewerage and
mechanical and electrical infrastructure for the Majlis Bandaraya Petaling Jaya area of the
proposed Kwasa Damansara Township and has appointed MRCB Builders as the PDP for the
Project.

The total provisional GDC to be incurred by KLSB for the Project as stated in the PDP Agreement
amounts to approximately RM2.3 billion, which comprises a provisional Development Cost of
approximately RM2.25 billion and reimbursables of RM0.06 billion. The provisional GDC was
arrived at based on the preliminary master plan for the Project.

Pursuant to the terms and conditions of the PDP Agreement, MRCB Builders' role as the PDP for
the Project shall entail managing the approval processes from the relevant authority, managing the
Design Consultants as well as project management services in relation to the design process,
procurement and construction of the Project, contract administration as well as testing and
commissioning by the respective Works Package Contractors.

In consideration for the provision of the Services by MRCB Builders, the Employer shall pay to
MRCB Builders the provisional PDP Fees of RM112.28 million, which represents 5% of the
Development Cost of the Project, excluding GST and the Reimbursables.

Further details of the Proposed PDP Contract are set out in Section 2 of Part C of the Circular.

THE REST OF THIS PAGE IS INTENTIONALLY LEFT BLANK

D-5



Kenanga

3.

INTERESTS OF DIRECTORS, MAJOR SHAREHOLDERS AND/OR PERSONS CONNECTED

Save as disclosed below and as set out in Section 9 of Part C of the Circular, none of the other
Directors, and/or major shareholders of MRCB or any persons connected to them have any
interest, direct and/or indirect, in the Proposed PDP Contract.

EPF is a major shareholder of MRCB and the sole shareholder of KLSB. Hence, EPF is deemed
interested in the Proposed PDP Contract and will abstain from voting in respect of its direct and/or
indirect interest in MRCB on the ordinary resolution pertaining to the Proposed PDP Contract to be
tabled at the forthcoming EGM. EPF has undertaken that it shall ensure that all persons connected
with it will abstain from voting in respect of their direct and/or indirect shareholdings in MRCB, if
any, on the ordinary resolution pertaining to the said Proposed PDP Contract to be tabled at the
forthcoming EGM.

Datuk Shahril Ridza Ridzuan, a Non-Independent Non-Executive Director of MRCB, is the Chief
Executive Officer of EPF. In addition, Tan Sri Azlan Zainol, the Non-Independent Non-Executive
Chairman of MRCB and Rohaya Mchammad Yusof, a Non-Independent Non-Executive Director of
MRCB, are the representative and Head of Department (Capital Market Department) of EPF
respectively. As such, Datuk Shahril Ridza Ridzuan, Tan Sri Azlan Zainol and Rohaya Mohammad
Yusof are deemed interested in the Proposed PDP Contract. Accordingly, the Interested Directors
have abstained and will continue to abstain from all Board deliberations and voting in respect of the
Proposed PDP Contract. The Interested Directors wili also abstain from voting in respect of their
direct and/or indirect interest in MRCB on the ordinary resolution pertaining to the Proposed PDP
Contract to be tabled at the forthcoming EGM. The Interested Directors have undertaken that they
shall ensure that all persons connected with them will abstain from voting in respect of their direct
and/or indirect shareholdings in MRCB, if any, on the ordinary resolution pertaining to the Proposed
PDP Contract to be tabled at the forthcoming EGM.

The direct and indirect interests of the Interested Major Shareholder and Interested Directors in
MRCB as at the LPD are set out below:

e Direct > < Indirect ----—--e-m--- >
No. of % No. of %
MRCB Shares MRCB Shares
Interested Major Shareholder
EPF 722,457,897 34.73 - -
Interested Directors
Tan Sri Azian Zainol 120,000 * 30,000 " *
Datuk Shahril Ridza Ridzuan 500,000 0.02 - -

Rohaya Mohammad Yusof - - - -

Notes:

*

Negligible.

) Deemed interested by virfue of his interest in Edenview Projects Sdn Bhd pursuant to Section 6A of the Act.
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4.

SCOPE AND LIMITATIONS OF OUR EVALUATION OF THE PROPOSED PDP CONTRACT

Kenanga Investment Bank was not involved in any formulation or any deliberation and negotiation
on the terms and conditions of the Proposed PDP Contract. The terms of reference of our
appointment as Independent Adviser to the non-interested directors and non-interested
shareholders are in accordance with the requirements set out in Paragraph 10.08(2) and (3) of the
Listing Requirements. Kenanga Investment Bank's scope as Independent Adviser is limited to
expressing an independent opinion on the fairness and reasonableness of the Proposed PDP
Contract insofar as the non-interested shareholders are concerned based on information and
documents made available to us but not limited to the following:

« Information contained in Part C of the Circular and the appendices attached thereto;
¢ The PDP Agreement;
* The QS Report;

¢ Information, documents, confirmations and/or representations provided by the Board and
management of MRCB, or obtained in or derived from discussions with the non-interested
directors and management of the Company; and

« Other relevant publicly available information.

We have made due enquiries and have relied on MRCB, its Directors and management to exercise
due care to ensure that all information, documents and representations, provided to us to facilitate
our evaluation, represents a true and accurate disclosure of all facts and information in respect of
the Proposed PDP Contract and are complete in all respects. The Board has, individually and
collectively, accepted full responsibility for the accuracy of the information provided and given
herein and confirmed in writing that after making all reascnable enquiries and to the best of their
knowledge and belief, there are no other facts and/or information the omission of which would make
any statement or information in this |AL materially incomplete, false or misleading as at the LPD.

We are satisfied with the sufficiency of the information provided and disclosure from the Board and
management of the Company and having made all reasonable enquiries and to the best of our
knowledge and belief, the information used is reasonable, accurate, complete and free from
material omission and we have no reason to believe that any of the information is unreliable,
misleading or inaccurate.

Our evaluations and opinions as set out in this IAL are based upon market, economic, industry,
regulatory and other conditions (if applicable) and the information/documents made availabte to us,
as at the LPD or such other relevant period as discussed herein {as the case may be). Such
conditions may change significantly over a period of time. Accordingly, our evaluations and opinions
in this IAL do not take into account the information, events and conditions arising after the date of
this IAL or such other relevant period as discussed herein (as the case may be). We will notify the
non-interested shareholders, if after the despatch of the Circular, we:

{a) become aware of significant change affecting the information contained in the IAL;

(b) have reasonable grounds to believe that a material statement in the IAL is misleading or
deceptive; or

(c} have reasonable grounds to believe that there is a material omission in the 1AL,
If circumstances require, a supplementary IAL will be sent to the non-interested shareholders of

MRCB to immediately notify you of any material change in our recommendaticn or the accuracy or
the completeness of the information contained in this |AL.
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Our scope as Independent Adviser is limited to expression of an independent opinion on the
Proposed PDP Contract. In forming our opinion, we have considered factors which we believe
would be of relevance and general importance to the non-interested shareholders of MRCB. in
rendering our advice, we have taken note of the pertinent issues which we believe are of general
importance in enabling us to form our opinion on the fairness and reasonableness of the Proposed
PDP Contract and whether the Proposed PDP Contract is defrimental to the non-interested
shareholders.

It is not within our terms of reference to express any opinion on the commercial risks or commercial
merits of the Proposed PDP Contract which remains the sole responsibility of the Board, and where
comments or points of consideration are included on certain pertinent matters which may be
commercially oriented, these are incidental to our overall evaluation and concern matters which we
may deem material for disclosure.

Our evaluations as set out in this 1AL are rendered solely for the benefit of the non-interested
shareholders of MRCB as a whole. We have not taken into consideration any specific investment
objective, financial situation or particular needs of any individual shareholder or any specific group
of shareholders. We recommend that any individual shareholder or group of shareholders who are
in doubt as to the action to be taken or require advice in relation to the Proposed PDP Contract in
the context of their individual objectives, financial situation or particular needs, to consult their
respective stockbrokers, bank managers, solicitors, accountants or other professional advisers.

This IAL has been seen and approved by your Board who collectively and individually accept full
responsibility for the accuracy of the information given herein insofar as it relates to MRCB Group.
Your Board hereby confirms that after having made all reasonable enquiries, and to the best of their
knowledge and belief, there is no other fact, the omission of which would make any statement
herein false or misleading. Your Board further acknowledges the opinion expressed by Kenanga
Investment Bank in this 1AL.

5. DECLARATION OF CONFLICT OF INTEREST AND OUR CREDENTIALS, EXPERIENCE AND
EXPERTISE

We confirm that there is no situation of conflict of interest that exists or is likely to exist in relation to
our role as the Independent Adviser to MRCB in respect of the Proposed PDP Contract.

Save as disclosed below and the PDP Contract, we have not advised MRCB in the capacity of
principal adviser nor independent adviser for any corporate exercise within the past two years
preceding the LPD other than the following:

» independent adviser to the Management Contract between Kwasa Utama Sdn Bhd (formerly
known as Kwasa Development (1) Sdn Bhd) ("KUSB") and MRCB for the appointment of
MRCB as the management contractor in connection with the development and construction of
a commercial development named Kwasa Utama on a piece of land owned by KUSB
measuring 29.82 acres known as plot C8 (part of lot 85112) Kwasa Damansara, Mukim Sungai
Buloh, Daerah Petaling, Seksyen U4, 40160 Shah Alam, Selangor Darul Ehsan for a
provisional total contact sum of RM3,145,493,294 payable in cash, which was set out in the
circular dated 4 December 2015 ("Project C8 Management Contract").

Kenanga Investment Bank provides a range of advisory services which include, amongst others,
mergers, acquisitions and divestitures, take-overs/general offers, fund raising and initial public
offerings. We have significant experience in the independent analysis of transactions and issuing
opinions on whether the terms and financial conditions of a transaction are deemed fair and
reasonable, including those of acquisitions, disposals and general offers. Kenanga Investment Bank
is an approved corporate finance adviser within the meaning of the Principal Adviser Guidelines
issued by the Securities Commission Malaysia.
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Our credentials and experience as an independent adviser for the past one year prior to the LPD,
include amongst others, the following:

() Kenanga Investment Bank’'s IAL dated 26 September 2016 pertaining to the proposed
acquisition by Sarawak Oil Palms Berhad of the entire equity interest in the issued and paid-up
share capital of Shin Yang Qil Palm (Sarawak) Sdn Bhd ("SYOP") from Shin Yang Holding Sdn
Bhd (“SYHSB") and assumption of the inter-company balances owing by SYOP to Shin Yang
Forestry Sdn Bhd, a separate wholly-owned subsidiary of SYHSB, all for a total cash
consideration of RMB873,005,875.

(i} Kenanga Investment Bank's 1AL dated 19 July 2016 pertaining to the:

(a)

(b)

POS Malaysia Berhad ("POS Malaysia”) proposed acquisition of the following:

1) the entire issued and paid-up share capital of KL Airport Services Sdn Bhd from
HICOM Holdings Berhad, a wholly-owned subsidiary of DRB-HICOM Berhad
("DRB-HICOM"), for a purchase consideration of RM749.35 million; and

2) part of a parcel of industrial land situated in Section 28, Shah Alam, Setangor Darul
Ehsan from HICOM Indungan Sdn Bhd, an indirect wholly-owned subsidiary of
DRB-HICOM, for a purchase consideration of RM69.0 million.

proposed exemption under paragraph 16.1(a) of the practice note 9 of the code for DRB-
HICOM and persons acting in concert with it under the code, from the obligation to
undertake a mandatory take-over offer to acquire the remaining ordinary shares of
RMO0.50 each in POS Malaysia not already owned by them upon completion of the
proposed acquisition.

(i) Kenanga Investment Bank's IAL dated 25 April 2016 pertaining to the:

(@)

(b)

proposed disposal of Taliworks Corporation Berhad’'s (“TCB"} entire investment in the
People’s Republic of China comprising:

1) the entire equity interest held in Taliworks International Limited ("TIL");

2) 80% equity interest held in Taliworks (Sichuan) Limited (“TSL");

3) The entire equity interest held in SWM Technologies (Malaysia) Sdn Bhd; and

4) The assignment from TCB to the LGB Group {HK) Limited of all outstanding
shareholders’ loans and/or shareholders’ advances owing by TIL and TSL to TCB

for an aggregate cash consideration of USD54.6 million; and

the proposed acquisition of 45% of the issued and paid-up ordinary shares in SWM
Environment Holdings Sdn Bhd for a cash consideration of RM245.0 million.

{iv) Kenanga Investment Bank’s IAL dated 20 January 2016 pertaining to the:

(a)

(b)

renounceable rights issue of new ordinary shares of RM1.00 each in Mega First
Corporation Berhad ("MFCB"} ("MFCB Shares”) together with free detachable warrants
("Warrants”) to raise gross proceeds of up to RM250.0 million; and

exemptions to Goh Nan Kioh (“GNK") and persons acting in concert with him (“PACs")
from the obligation to undertake a mandatory take-over offer for all MFCB Shares and
Warrants not held by GNK and his PACs under Paragraphs 16.1(b) and 16.1(c) of the
Practice Note 9 of the Malaysian Code on Take-Overs and Mergers, 2010;
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(v) Kenanga Investment Bank’s independent Advice Circular dated 28 December 2015 to the
sharehoiders of NCB Holdings Berhad (*NCB"} in relation to the unconditional take-over offer
by MMC Port Holdings Sdn Bhd ("Offeror”) through RHB Investment Bank Berhad to acquire
all the remaining ordinary shares of RM1.00 each in NCB not already owned by the Offeror
("Offer Share(s)") for a cash offer price of RM4.40 per Offer Share;,

(vi} Kenanga Investment Bank’s IAL dated 18 December 2015 pertaining to the:

{a) acquisition of the entire issued and paid-up ordinary share capital in Mayang
Development Sdn Bhd ("MDSB") and proposed subscription of new redeemable non-
cumulative preference shares-class B in MDSB for a total consideration of RM1,559.77
million; and

{b} acquisition of the entire issued and paid-up ordinary share capital in Nusa Properties Sdn

Bhd {*Nusa”) and proposed subscription of new redeemable non-cumulative preference
shares-class B in Nusa for a total consideration of RM368.45 million;

(vii) Kenanga Investment Bank'’s IAL dated 4 December 2015 to the non-interested shareholders of
MRCB pertaining to the management contract between KUSB and MRCB for the appointment
of MRCB as the management contractor in connection with the development and construction
of a commercial development named Kwasa Utama on a piece of land owned by KUSB
measuring 29.82 acres known as Plot C8 (part of Lot 85112) Kwasa Damansara, Mukim
Sungai Buloh, Daerah Petaling, Seksyen U4, 40160 Shah Alam, Selangor Darul Ehsan for a
provisional total contract sum of RM3,145,493,294 payable in cash; and

{viii) Kenanga Investment Bank’s IAL dated 16 November 2015 pertaining to the:

(a) investment in Ceres Hotelis Private Limited; and

(b} diversification of the existing principal activities of Metrod Holdings Berhad and its
subsidiary companies to include hotel operation activities;

Premised on the foregoing, Kenanga Investment Bank possesses the capability and
competency to carry out our role as the Independent Adviser to advise the non-interested
directors and the non-interested shareholders of MRCB in relation to the Proposed PDP
Contract and able to discharge our duties and responsibilities therein.

6. EVALUATION OF THE PROPOSED PDP CONTRACT

In our evaluation of the Proposed PDP Contract, and taking into consideration the aforementioned
reliance and limitation, we have considered the following factors:

(a) Rationale for the Proposed PDP Contract;

(b) Salient terms of the PDP Agreement;

{c) Financial Evaluation of the Proposed PDP Contract;
(dy Financial effects of the Proposed PDP Contract;

{e) Risk factors for the Proposed PDP Contract, and

(i  Overview and Prospects of the Malaysian Economy and Construction Industry.
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6.1

Rationale for the Proposed PDP Contract
We have considered the rationale disclosed in Section 4 of Part C of this Circular as below:

The Proposed PDP Contract, which is in the ordinary course of business of MRCB Group, will
further enhance our Group’s track record and involvement in large scale infrastructure construction
and development projects. The Proposed PDP Contract will not only enhance the visibility of MRCB
Group via its involvement with the Kwasa Damansara Township but is also expected to provide our
Group with a steady stream of income and contribute positively to our Company's future earnings
over the expected duration of the Project up to the end of year 2023, which bodes well for the
shareholders of our Company.

Kenanga Investment Bank's view

We note that the Proposed PDP Contract is in the ordinary course of business of MRCB
Builders and is expected to contribute positively to the Group’s earnings with the
provisional PDP Fees of approximately RM112.28 million over the estimated contract period
of seven years. The provisional PDP Fees of approximately RM112.28 million represents
approximately 6.6% of the Group’s revenue of RM1,696.73 million in FYE 31 December 2015
and approximately 23.4% {assuming PDP Fees of RM85.33 million after applying a corporate
tax rate of 24% on the provisional PDP Fees of RM112.28 million} of the Group’s profit after
tax of RM364.03 million in FYE 31 December 2015.

Additionally, the Group possesses the requisite experience and expertise to undertake the
Proposed PDP Contract, given that the services provided under the PDP Agreement forms
part of the existing core business of the MRCB Group, namely engineering and
construction.

We also note that the Proposed PDP Contract forms part of the Kwasa Damansara
development, a large scale mixed development comprising approximately 2,330 acres of
land with an estimated gross development value of RM50.0 billion over the next twenty
years. The undertaking of the Proposed PDP Contract in such a large scale project will
further enhance the Group’s reputation and track record as one of the major players in the
Malaysian engineering and construction industry.

Additionally, the PDP Agreement together with the Project C8 Management Contract entered
into by MRCB Group in 2015 will increase the Group’s visibility in the Kwasa Damansara
development and may provide further opportunities for the Group to bid and secure future
projects from KLSB in the Kwasa Damansara development.

For information purpose, MRCB Group’s role in the Project C8 Management Contract
includes the following:

i. Provide engineering, procurement, management, construction and commissioning of
the works (“EPCC Services");

ii. Construct financial models for the purpose of the feasibility study and as a basis for
planning the project development to meet the employer’'s objectives for the
development (“Financial Modelling Services”}; and

iit. Provide sales and marketing consultancy for the en bioc lease of the retail, hotel and
office buildings of the development (“Sales and Marketing Services”).

In contrast, the roles to he undertaken by MRCB Builders under the Proposed PDP Contract
is mainly to supervise and manage the contractors appointed to carry out the Works on the
Project, with the aim of ensuring the delivery of the Project within an agreed schedule and
costs in accordance to the terms of the PDP Agreement. MRCB Builders does not
undertake any EPCC Services, Financial Modelling Services and Sales and Marketing
Services under the Proposed PDP Contract. Please refer to Section 6.2 of this IAL for further
details.
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Salient terms of the PDP Agreement

The salient terms as extracted from the PDP Agreement and our comments thereon are as foliows:

Salient Terms of the PDP Agreement

Kenanga Investment Bank’s

comments

Condition Precedent

The PDP Agreement is conditional upon MRCB obtaining its
shareholders’ approval of the PDP Agreement on or before the
expiry of 9 months from the dafe of the PDP Agreement (“Cut-
off Date”). The condition precedent shall be fulfilted upon the
PDP giving notice fo the Employer that such approval has
been obtained.

If such approval is not obtained by the Cut-Off Date, then the
PDP Agreement shall automalically terminate and the Parties
shall have no claim whatsoever against the other on any
matter in respect of, or arising from, the PDP Agreement.

The date when the condition precedent is fulfiled shall be the
date when the PDP Agreement becomes uncondilional.

This term is reasonable as it relates to
the approval required for the Proposed
PDP Contract and it provides a
reascnable timeframe for MRCB to fulfil
this condition precedent.

In addition, as the PDP Agreement is
conditional upon MRCB obtaining ils
shareholders’ approval, we note that this
clause ensures that MRCB will not be
subject to any claims by KLSB in the
event the said approval is not obtained.

This condition precedent is a common
regulatory requirement for agreements
entered into by the Company which
requires shareholders’ approval.

Provision of the Services by MRCB Builders

The services to be provided by MRCB Builders under the PDP
Agreement include, but not limited to the following:

(a) Project Management

(i)  The PDP shall develop and monitor the compliance of
the overall Master Implementation Programme ("MIP")
over the estimated MIP timeframe of seven years;

(il The PDP shall facilitate the preparafion of the detail
design and specification which are fo be prepared by the
appointed Design Consulfanis for all Work Package

Contracts;
{(iif)  The PDP shall monitor and report on the progress of the
Work in accordance with the MIP, and where

appropriate, provide suggestions on the sequence and
duration of activities to meet the MIP:

The PDP shall provide contract administration works for
the Project including carrying out cost estimates,
implementation and construction programmes, nsk
management plans, administrating the Work Package
Coniractors and managing all matters as may be
necessary and expeditious for the delivery of the Project;

(iv)

(v) The PDP shall carmry out cost planning, budgelfing,
estimating, forecasting, reporting, managing and
controfling of all the costs, expenses and labilities
associated with and arising from the management of the
planning, design, procurement, construction and
commissioning process of the Project;

(vi) The PDP shall be responsible for moniforing alf costs of

the Services and the Works and providing the Employer

with sufficient information as fo enable the Employer to
monitor the costs of the Works against the Development

Cost; and

We note that MRCB Builders’ role as
the PDP for the Project shall include
monitoring the progress of the Works
and monitor the cost of the Works
and Services to ensure that the
Project is completed in accordance o
the MIP's timeframe of seven years
and the cost of Projects are kept
within the Development Cost.

We note that the development cost
for the Project of RM2.25 billion
{excluding 6% GST and the
Reimbursables) and the MIP period
of seven years are provisional at this
juncture as it is subject to changes
depending on the finalisation of the
detail design and specification for the
Project.

The Project Management services to
be provided by MRCB Builders in
accordance to the PDP Agreement
are in the ordinary course of business
of MRCB Builders.
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Salient Terms of the PDP Agreement

Kenanga Investment Bank's
comments

{a) Project Management (cont'd)

{viii The PDP shall regularly review the utilisation of the

contingency with the Employer's representative and
inform the Emplayer’s representative if it becomes aware
of any likely or actual cost over-runs on the Development
Cost and contingency.

Please refer to the preceding
paragraph.

(i

(it}

(iv)

fv)

{vi)

(i)

(b} Management of the Works Package Contractors

The terms and conditions of the Works Package
Coniracts shall be subject to the approval of the
Employer.

The PDFP shall prepare pre-qualification documents,
tender documents, engineering drawings and calffing of
tenders from a list of tenderers to be approved by the
Employer and recommendation of tenders, and
subsequently advising the Employer in the award of the
refevant Works Package Contracts to the stccessful
tenderer which are subjected to the Employers’ approval;

In the event the Employer does nof award a lender
package to any of the tenderers recommended by the
PDP, the Employer agrees and releases the PDP from
all liabifity for any damage or losses arising from the work
product, negligence or actions of the appointed tenderer.

The Employer shall make payment of all sums due to the
Works Package Contractor pursuant to the relevant
Works Package Contract and the Works Package
Contractor will not make any claims for payment from the
PDP under the Works Package Confract;

In the event that the PDP’s Services are terminated the
Employer shall issue a notice to the relevant Works
Package Contractors stating that the Employer shall take
over all roles and functions of the PDP with effect from a
stated date;

The termination clause of the Works Package
Contractors are as follows:

*« The Empioyer shall, upon advice of the PDP, give
wriften notice to any Works Package Contractor
specifying any default, and requiring that Works
Package Contracfor to remedy stich default within 30
days of the receipt of the default notice or such other
longer period as the Employer may provide for or
agree fo extend. If that Works Package Coniractor
fails to remedy the breach within such period, the
Employer shall have the right, fo terminate the
appointment of that Works Package Confractor under
the refevant Works Package Coniract by giving a
written notice to that effect;

The management of the Works
Package Contractors to be provided
by MRCB Builders in accordance to
the PDP Agreement is in the ordinary
course of business of MRCB
Buiiders.

The Parties to each Works Package
Contract shall consist of the
Employer, the PDP and the
respective Works Package
Contractor, We note that MRCB
Builders as the PDP for the Project is
only responsible for the management
of the Works Package Contractor.
However any sum due to the Works
Package Contractor will be borne by
the Employer and no claims for
payment can be made from MRCB
Builders.

In addition, in the event the PDP
Agreement is terminated, KLSB shall
take over the roles and function of
the PDP for the Project. Thus, MRCB
Builders will have no continual
obligation to the Employer in relation
to the respective Works Package
Contracts.

Additionally the clause also provides
the PDP flexibility to carry out and
complete the Works or any part of i
on its own or recommend any other
contractor, in the event of termination
of the Works Package Contractor.
Thus the PDP will be able manage
and deliver the Works within the
MIP’s timeframe as set out in the
PDP Agreement.
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Salient Terms of the PDP Agreement

Kenanga Investment Bank’s

comments

{b) Management of the Works Package Coniractors
{cont'd}

» The PDP may, after consuitation and with the prior
writterr approval of the Employer, increase or deploy
manpower and resources to lake such other
measures as determined by the PDP {o be necessary
to carry out and complete the Works and such action
may be taken by the PDP prior to any termination of
the Works;

e Upon the Works Package Contractor's termination,
the PDP shall either step in, carry out and complete
the Works or any part thereof on its own or award any
ofher Person to carry out and complete the Works. In
the event the PDP infends to award any other Person
to carry out and complete the Works, the PDP shall
submit two quotations from two distinct and separale
Persons fo the Employer together with the PDP’s
recommendation accompanied by the supporting
reasons for its recommendation. In the event that the
Employer does not reject or fails fo respond to the
PDP’s recommendation within 7 days from the date of
its submission, the PDP shall be entitied {o proceed
with the selection and appointment of the substituted
Works Package Contractor to complete the Works or
if the PDP were [o compleite the Works on its own, the
PDP shail do the same at the lowest price among the
two guotations; and

s Any costs incurred by the PDP arising from any Act of
Intervention including the additional cost of
completing the Works, shalf be paid from the Step-in
Contingency component of the Conlingency subject
fo compliance with the provisions of clause as set out
in the PDP Agreement.

(viil Managing the festing and commissioning activities and
ensuring the proper integration of the Works being
performed by the respective Works Package Contractors
so as fo ensure system wide integration of a fully
commissioned and operational Infrastructure, fo be in
accordance with the PDP Agreement.

(¢} Approval facilitation

The PDP shall assist in managing the preparation process for
the applications (including all necessary documents to be
included with such applications} for approvals required in the
name of the Employer to enable the Employer (or if directed by
the Employer, the PDP) io submit such application and using
its best endeavours to follow up on such applications to obtain
the fimely issuance of the relevant approvals.

We note that in the event the PCP is
to carry out and complete the Works
due fo termination of the Works
Package Contractor, the PDP shall
undertake the Works at the lowest
price. among the 2 quotations
submitted to the Employer. This is to
ensure the cost of the Works to be
kept within the Development Cost.

Notwithstanding the above, the fees
received by the PDP from the Works
will represent an income to the PDP
in addition to the provisional PDP
Fees.

The approval facilitation service tc be
provided by MRCB Builders under the
POP Agreement are in the ordinary
course of business of MRCB Builders
and is common to similar services
provided by MRCB Group in previous
contracts such as the Project C8
Management Contract.

We note that MRCB Builders has the
required experience to carry out the
approval facilitation service and fto
ensure that the necessary approvals are
obtained in a timely manner.
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Salient Terms of The PDP Agreement

Kenanga Investment Bank’s comments

(i)

(iif

(ifi)

(iv)

(v)

(vi)

PDP Fees

The PDP Fees is calculated based on 5% of the
Development Cost, exclusive of GST and the
Reimbursables.

The claimable Development Cost shalf exclude land cost,
land related sfaiutory costs, the Employer's
administrative costs and interest,

The provisional Development Cost provided in the PDP
Agreement amounts to approximatefy RM2.25 biflion.

In the event that either Parly considers the PDP is entitle
to claim a contract variation or make a claim, the
Development Cost shall be adjusted to include the cost
of such contract vanation and/or claim as determined in
accordance with the PDP Agreement.

10% retention shall be applied progressively to the PDP
payment until the 10% retention of the PDP Fees is
reached. 50% of such retention (amounting to 5% of the
PDP Fees) will be released upon issuance of the
certificate of practical completion and the remaining 50%
of such retention (amounting to 5% of the PDP Fees) will
be released upon the issuance of the relevamt PDP final
certificate.

The Parfies hereby agree that the total cumulative
amount of the preliminanies and the Reimbursables for
the Project shall not exceed 9.61% of the tofal
construction cost.

\

We note that the Development Cost
is provisional at this juncture and
may vary subject to further update
andfor revision.

As such, the PDP Fee of RM112.28
million {excluding GST and the
Reimbursables) is only provisional at
this juncture and any variation to the
Development Cost will result in a
corresponding variation to the PDP
Fee as set out in the PDP
Agreement.

We also note that the PDP Fee rate
of 5% is similar fo the rates charged
by MRCB Group in previous
contracts for similar  services
provided, such as the Project C8
Management Contract.

We further note that the retention
rate of 10% provided in the PDP
Agreement is reasonable and is a
commen  clause  included in
agreements of such nature,

(i)

(i)

(i)

Reimbursable

The Reimbursables shall always be fo a sum exclusive of
GST, which are incurred by the PDP in performing the
Services and consisting the following element:

PDP direct cost payable for PDP’s employees, personnel
and staff, for basic salaries fogether with the fixed
multiplier applicable;

the travel expenses, for the PDP’s employees, personnel
and staff; and

the costs fo acquire and install the soffware required by
the Employer.

The Parfies hereby agree that the total cumulfative amount of
the preliminaries and the Reimbursables for the Project shall
not exceed 9.67% of the total construction cost.

Subject to the aforesaid clause above, the Reimbursables
exclusive of GST payable shall be an estimated amount
equivalent to not more than 4% of the Tolal Construction
Cosls.

The maximum Reimbursables
provided in the PDP Agreement is
4% of the TCC of the Project, which
amounts to approximately RMB83.30
million.

We note that the maximum
Reimbursables rate of 4% is a
commercially negotiated rate

between the PDP and the Employer.
However, we note that the QS
estimation of the reimbursables
required for the Project of RMB68.70
million is approximately 4% of the
QS' estimated TCC. Thus the
maximum Reimbursables rate of 4%
of the TCC for the Project is
reasonable.

Nonetheless, we wish to highlight
that the total cumulative amount of
the preliminaries and the
Reimbursables for the Project is
capped at 9.61% of the TCC. Thus
any cost overrun of the preliminaries
will impact the Reimbursables rate of
4% payable by the Employer.

Further details of the QS' estimated
TCC and reimbursables are set out
in Section 6.3(d) of the |AL.
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Salient Terms of the PDP Agreement

Kenanga Investment Bank's
comments

(a)

(b)

(c)

(d)

(e)

(9

Contingency

The Contingency, shall always be to a sum exclusive of
GST and to be capped at 12% of the Construction Cost
of the project as follows:

(i)  General Contingency, shall be equal to 10% of the
Construction Cost or the aggregate of all expended
General Coniingency or zero if no General
Contingency has been incurred (whichever is the
lowest); and

(i)  Step-in-Contingency shalfl be equal fo 2% of the
Construction Cost or the aggregate of all expended
Step-In  Conlingency or zero if no Step-in
Contingency has been incurred (whichever is the
lowest),

The Step-in Contingency shall be used fo pay the PDP
(and not as Reimbursabies) for alf costs (“Step-In Costs”)
incurred by the PDP associated with the exercise of the
act of intervention unless such cosis incurred by the PDP
can be deducted and/or set-off from payments due fo the
relevant Works Package Coniractor in accordance with
the terms of the Works Package Coniract.

The General Contingsncy shall only be utilised by the
PDP with the agreement of the Employer to pay for
additional costs in relation to the Services and/or the
Works arising from variation or changes that are
demonstrated by the PDP to be necessary to complete
the Project in accordance with the Employer's
Requirements and the PDP Agreement.

Utilisation of any part of the Conlingency shall be subject
to review and approval by the Employer.

Unless otherwise expressly provided for in the PDP
Agreement, in the event the total Contingency has been
fully utilised, PDP is not entitled to claim for any extra
payment whatsoever.

Where the percentage of the Contingency (comprising of
the General Contingency and the Step-in Conlingency)
for any Work Package Contract has been fully utitized
and is subsequently exceeded, then in that event, the
amount retained by the Employer from the PDP Fees in
respect of the relevant Work Package Contract may be
used to offset such amounts which exceed the
percentage of Contingency for that Work Package
Contract. For avoidance of doubt, the maximum amount
to offset should not he more than 10% of the PDP fees
for that respective Work Package Contract,

The contingency rate of 12% is a
commercially negotiated rate
between MRCB Builders and KLSB.
The contingency amount  of
RM169.55 million provided in the
PDP Agreement based on 12% of
the total Construction Cost is
provisional at this juncture and may
vary subject to the actual
Construction Cost of the Project.

We note that the Contingency fee is
additional to the Reimbursable fee of
4% of the TCC and forms part of the
total Development Cost of RM2.25
billion. We also take note that based
on the Q3 Report, the Contingency
of 12% of the Construction Cost is
sufficient to off-set any cost
inadequacies at this juncture. Thus
the Contingency rate of 12% is
reasonable and not detrimental to the
shareholders of MRCB.

However we wish to highlight the
contingency fee is subject to the
review and approval of the Employer
and the PDP is not entitled to claim
for any extra payment in the event
the total Contingency has been fully
utilised.
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Salient Terms of the PDP Agreement Kenanga Investment Bank’s
comments
Payment by KLSB
This term is reasonable as it

The PDP shall be entitled to submit its statement for payment
of that amount of the Fee and Reimbursables plus GST (if any)
monthly, and shall be supported by complete documentary
evidence for such payment to enable the Employer fo
defermine the sum due to the PDP.

The Employer shall, within 30 days after the date of receipt of
the PDP's statement for payment, determine the sum due fo
the PDP and issue and deliver a payment certificate (fo be
dated on the date of issuance and delivery) certifying the sum
payable in respect of the PDP Application, taking info account
any other sums, including the Mobilization Fee (fo be set-off or
deducted in accordance with the terms of the PDP Agreement
("PDP Payment Certificate").

Subject to the tenms of the PDP Agreement, the Employer will
pay the amount certified within thirty (30} days of the issuance
of the PDP Payment Certificate.

The PDP will be paid a mobilization fee fotalling to RMZ20.0
miflion (plus GST if any), which should form part of the FDP
Fees in manner below:

i} RM10mil plus GST upon the PDP Agreement become
unconditional {"Effective Date")

i) RM5mil plus GST upon 4 month from Effective Date

i) RMBmil plus GST upon 7" month from Effective Date

)

stipulates the effective date KLSB is
obligated to pay MRCB Builders for
the Services rendered and the
payment process for the Services
rendered by MRCB Builders in
relation to the Project.

We note that MRCB Group’s credit
term for trade receivables for FYE
2015 range from 30 to 60 days.
Hence, the 30 days credit terms from
the issuance of PDP Payment
Certificate and 60 days from receipt
of PDP's statement for payment is
reasonable as it falls within the range
of MRCB Group's credit term.

We note that the mobilisation fees of
RM20.0 million payable by KLSB to
MRCB Builders can be utilised by
MRCB Builders to fund part of its
reimbursables cost for the Project.

The mobilisation fee of RM20.0
million is commercially negotiated
between MRCB Builders and KLSB
and is in line with the management’s
estimate of the mobilisation cost
required by MRCB Builders for the
Project at this juncture.

Contracts Variation

The Employer may af any fime, issue a nolice to the PDP that
will set out details of a proposed Contract Vanation.

If the PDP is of the reasonable opinion that implementing a
Contract Variation Order would cause the PDP, the Employer
or the Works Package Contractor to be in breach of any Laws,
requirements of any Relfevant Authority or requirernents of any
permits, licences and Approvals, or cause either Parly fo be in
breach of its obligations under any provision of this Agreement,
it shall prompfly notify the Employer's Representative and
recommend an altemalive method of dealing with the required
change or matter.

Any costs incurred by the PDP in performing the Services
arising out of Confract Varation Orders shall be paid by the
Employer to the PDP in accordance with the PDP Agreement.

M

These ferms are reasonable and
serve to safeguard the interests of
KLSB and MRCB Builders in the
event of variation to the Works and
Services set out in the PDP
Agreement.

We note that the confract variation
clause is common to the terms of
previous contracts entered into by
MRCB, such as the Project C8
Management Contract.

In the event of a variation to the
contract resulting in a variance in the
Development Cost, MRCB Builders
will be entitled to a PDP Fee of 5% of
the revised Development Cost.
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Salient Terms of The PDP Agreement

Kenanga Investment Bank’s comments

Liguidated Damages

in the event there is any delay in the WPC compleling the
applicable Works by the completion date of the Works Package
Contract (which includes any extension of time granted
pursuant to the provisions of the Works Package Coniract and
this Agreement) due to any act or failure to act on the part of, or
otherwise caused by, the PDP, the PDP shall pay the Employer
liquidated and ascertained damages at the rale of 7% per
annum of the PDP Fees due for the relevant Works Package
Contract calculated on a daily basis for every day (or part
thereof) of delay until the actual completion of the said Works
Package Contract.

The PDP’s cumulfative liabilily to pay damages under this
Agreement js limited to the Liability Limit.

These terms are reasonable and the rate of
7% for liquidated damages is similar to the
previous contracts entered into by the
Company, such as the Project C8
Management Contract.

We note that the liquidated damages
payable by the PDP under the PDP
Agreement is limited to the sum equivalent
to the PDP Fees, i.e. the Liability Limit.

Termination by the Employer

(a) The PDP shall be in default and the Employer may
terminate the appointment of the PDP under the PDP
Agreement, with immediate effect if:

(i) the PDP abandons any part of the Services except in
relation to the instructions of a Relevant Authority or
direction;

(i) the PDP assigns and/or novates this Agreement or any
right or abligation in breach of this Agreement;

(it} the PDP is in breach of its obligations under the anti-
bribery representation, warranty and covenant clause
under the PDP Agreement; or

{iv) the PDP commits a breach of any material term of the
PDP Agreement and where applicable, has fafled to
remedy the breach in accordance with the provisions
in the PDP Agreement.

(b} If the PDP suffers an event of insolvency, then the
Employer shall have the rght to terminate the PDP's
appointment under the PDP Agreement farthwith by giving
notice to that effect.

(c) If the PDP appointment is terminated by the Employer
based on the above, the Employer shall:

(i) pay the PDF (based on all non-disputed PDFP Payment
Certificates due to the PDF) the unpaid amount of the
Reimbursables specified in such PDP Payment
Certificales and the value of the alfl the Services
performed and Works done up to the date of
termination (which shall include alf advance payments
of fees);

\ We note that, in the event of
termination by the Empioyer due to
default by the PDP, MRCB Builders’
liability is limited to the PDP Fee of
RM112.28. Thus if the PDP
appaintment is terminated due to
default, the Employer may deduct all
costs, losses and damages incurred
before settlement of the PDP Fee (If
any) to MRCB Builders. Nonetheless
the PDP will be reimbursed any
unpaid amount of the Reimbursables
incurred by the PDP,

Notwithstanding the above, MRCB
Builders' liability limit shall not apply
for any liability incurred by the
Employer resuiting from the
fraudulent, illegal or unlawful acts or
omissions of the PDP or its personnel.

These termination terms are
reasonable and are similar to the
previous contracts entered into by
MRCB, such as the Project C8
Management Contract. The
termination clause also safeguards the
interest of MRCB as the PDP will be
compensated for any Works done and
Reimbursables incurred by the PDP
prior to the fermination, subject to the
terms set out in the PDP Agreement.
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Salient Terms of The Management Contract

Kenanga Investment Bank’s comments

Termination by the Employer {cont'd]

(i) the Employer may deduct ali costs, losses and
damages incurred, thereafter due to the PDP. The
amount, if any, remaining to be paid thereafiter fto the
PDP shall constitute the PDP’s sole claim for payment
following termination;

(iii) the Employer shall pay the PDP the part of the FPDP
Fees in proportion to the amount of Works carried out
up to the date of termination; and

(iv) for alf disputed PDP Payment Cetificates or disputed
portions of PDP Payment Certificates, the Parlies may
refer the matter for resolution pursuant to the Dispute
provisions in the PDP Agreement.

Please refer to the preceding
paragraph.

Non-Default Termination

If the Project is terminaled or indefinitely suspended for any
reason whatsocever by any relevant authorify, the Employer may
terminate the appoiniment of the PDP under the PDP
Agreement by notice to the PDP.

in the event of a non-default termination, the Employer shall pay
the PDP (based on all non-disputed PDP Payment Certificates
due fo the PDP) the unpaid amount of the Reimbursables
specified in such Payment Cerlificates and the value of the all
the Services performed and Works done up lo the dafe of
termination.

These termination terms are
& reasonable and are in line with the

norm for previous contracts entered
into by the MRCB Group.

Termination due to Employer’'s Default
in the event that the Employer:

a) fails to make payment of any amount properly due to the
PDP under this Agreement within 14 days of the due date;
or

b) refuses or disables itseif from performing any of its
obligations under this Agreement; or

¢} suffers an Event of Insolvency; or

d) gives notice to the PDP that it is impossible for the
Employer to continue to meet its confractual obligations.

then the PDP may give written notice fo the Employer, of such
breach requiring the Employer fo proceed diligently to remedy
the breach within 60 days of receipt of the notice and if the
Employer fails to diligently proceed to remedy the breach within
such period of 60 days, then the PDP may, by a further wrilften
notice terminate its employment under this Agreement, such
termination to take effect immediately upon receipt by the
Employer of such notice.

These  termination terms  are
reasonable and are similar to the
previous contracts entered into by the
MRCB Group, such as the Project C8
Management Contract.

These terms protects MRCB Builders
as it gives the Company the rights to
terminate the PDP Agreement in the
event of Employer's Default.
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Salient Terms of The Management Confract

Kenanga Investment Bank’s comments

Termination due to Employer’s Default (cont'd)

in the event the PDP Agreement is terminated due fo
Employer's default, the Employer shall pay to the PDP (based
on all non-disputed PDP Payment Certificales due to the PDP):

a) the unpaid amount of the Reimbursables specified in such
PDP Payment Cerlificates and the value of all the Services
performed and Works done up fo the date of termination;

b) afl auditable demobifisation costs and other direct costs
that the PDP has aclually incurred in terminating the
Services and where appiicable, the Works Package
Contracts; and

¢} the remaining balance of the PDP Fees.

These terms also serves to safeguard
the interest of MRCB Builders as the
Services and Works rendered by
MRCB Builders up to the date of
termination is payable by the
Employer, subject to the terms sef out
in the PDP Agreement.

Liability and Indemnity

The fotal liability of the PDP to the Employer under the PDP
Agreement shall be limited fo the Liabifity Limit.

The Liability Limit shall not apply or extend to the PDP’s liability
for any liability sustained or incurred by the Employer arising out
of or resulting from the fraudulent, iflegal or unfawful acts or
omissions, of the PDP or its personnel.

Save as expressly provided in the PDP Agreement neither
Party shall be liable fo the other Party for indirect punitive or
consequential damages, including loss of profit or loss of
opportunity.

Subject to the Liability Limit, the PDP shall indemnify and hold
harmless the Employer and all its personnel from and against
any and alf fiability that the Employer may suffer, sustain or
incur, and any claim against the Employer (including legal fees
incurred in defending any claim), arising from:

a) any act or omission of the PDP or its personnel or any
other Person for whom the PDP is responsible at Law; and

b} any breach by the PDP of the PDP Agreement.

The PDP's liability will be reduced proportionately to the extent
that the liability or claim was contributed to by a negligent act or
omission of the Employer or ils personnel. The Employer is
entitled to a right of set-off in relation to any monies due when
enforcing a right of indemnily conferred by the PDP Agreement.

J

These terms are set out to safeguard
the interests of MRCB Builders in the
event any liability that may arise from
the provision of services under the
PDP Agreement.

These terms are set out to protect the
interest of KLSB in the event of any
breach or non-performance of MRCB
Builders’ undertakings, warranties or
obligations under the PDP Agreement.

These terms are reasonable as MRCB
Builders® total liability arising from its
provision of Services is limited to the
Liability Limit.
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6.3

Deductions and withholding from payment of PDP Fees

amount from an amount payable under the PDP Agreement,
such amount so withheld or deducited shall be treated as having
been paid fo the PDP when it is withheld or deducted and the
Employer shail not be liable fo pay any such amount to the
PDP. The Employer shall notify the PDP of the delails of any
amount withheld or deducted pursuant to the provisions set out
in this section and provide documentary evidence fto the PDP of
the payments of all amounts withheld and deducted, to the
infand Revenue department or any other statufory body

If the Employer is required by Laws fo withhold or deduct any w

These terms are reasonable and are in

authorised by Laws to receive such payment. line with the norm for previous
» . contracts entered into by the MRCB
In addition to the above, the Employer shall be entitled to Group.

withhold any amount or part thereof stated in any WPC
payment cerlificate (except in relation to the portion relating fo
the PDP Fees} in relalion to which there is a dispute whether
the paid amount is the amount properly due and payable. The
amount stated in any WPC payment cerlificate shalf be paid in
accordance with the provisions set out in the PDP Agreement
save in refation fo any amounts in relation which there is any J

dispute. Any dispute shall be resolved in accordance with the
terms of the Works Package Conlract.

Kenanga Investment Bank’s view

Based on the aforementioned, we are of the view that the salient terms of the PDP
Agreement are fair and reasonable and are not detrimental to the non-interested
shareholders of MRCB, In addition, the salient terms of the PDP Agreement are common
with the terms of the previous contracts entered into by the MRCB Group.

Financial Evaluation of the Proposed PDP Contract

The provisional PDP Fees of RM112.28 million payable by KLSB to MRCB Builders in relation to
the Services by MRCB Builders is arrived at based on 5% of the Project's provisional Development
Cost of RM2.25 billion.

Given that the provisional PDP Fees of RM112.28 million payable to MRCB Builders is based on
5% of the Development Cost, we have, for providing an opinion on the fairness and
reascnableness of the provisional PDP Fees, relied on the QS Report prepared by PCM Kos
Perunding, being the independent quantity surveyor appointed by the Board to undertake an
independent analysis of the Development Cost and Reimbursables of the Project provided in the
PDP Agreement. The QS Report was prepared, amongst others, to ascertain the basis used in the
PDP Agreement in arriving to the Development Cost by adopting methodologies that are in line with
the market and industry best practices.

PCM Kos Perunding was established in 1995 and has approximately twenty years of practice in the
quantity surveyor industry. PCM Kos Perunding's core services are to provide professional quantity
surveying, project construction cost and management consultancy services to the public and
private sectors. PCM Kos Perunding is experienced in various projects, including but not limited to
commercial and hotel buildings and mixed development projects.

PCM Kos Perunding confirms their independence based on the following:

(i) PCM Kos Perunding is not involved in any negotiations in relations to the PDP Agreement and
will not be involved in providing any Works and/or Services in relation to the Project; and
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(i) the QS Report has been independently prepared by PCM Kos Perunding based on the
valuation methods as set out in Section 6.3 note (a) below and applying its own assumptions
based on the relevant and acceptable market and industry best practices.

PCM Kos Perunding has also declared their independence from any conflict of interest situation as

set out in Appendix C(Il) of this Circular.

The provisional Development Cost and provisional PDP Fees, as extracted from the PDP

Agreement vis-a-vis the QS Report are set out below:

Estimated development cost for the Basis
Project

QS Report
(RM000)

Primary & secondary infrastructure
cost

Roadwork & bridge
Utilities

Hardscape & softscape

(a}

(b)
{c)

80,775
286,602
756,979
104,202
208,686

1,437,244
96,295

1,533,539
153,354
30,671

1,717,564
130,825
504,743

2,353,132

{d)

|
68,703]

2,421,835

Work outside boundary
Sub-total A
Preliminaries 6.7% of
sub-total A
Construction Cost {(“CC”) *
General Contingency 10% of CC
Step-In-Contingency 2% of CC
Total Construction Cost (“TCC”)*
Professional fees 6.5% of TCC
Authority & statutory cost
Development Cost *
| Reimbursables * 4% of TCC
Provisional GBC
5% of
PDP Fees * Development
Cost

117,657

*  The Construction Cost, TCC and Development Cost will be borne by KLSB. The PDP Fees
which is computed at 5% of the Development Cost will be payable to MRCB Builders for its

Services rendered to KLSB in relation to the Project.

# The Development Cost shall be borne by KLSB and save for the Reimbursables, there is no
initial cash outlay by MRCB Builders for undertaking the Proposed PDP Coniract. The PDP

shall be entitled to submit its claim of Reimbursables from KLSB on a monthly basis.

We have reviewed and are satisfied with the basis and assumptions adopted by the QS in arriving
at the total estimated provisional GDC of RM2.42 billion provided in the QS Report, which are
summarised in note {a} to (c) below. The executive summary of the QS Report is enclosed as

Appendix | of this Circular.
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Notes:

(a)

Construction Cost

There are four primary methods used in the construction industry in arriving at the estimated
construction cost of infrastructure, namely the Project Comparison Estimating, Unit Rate
Method, Elemental Cost Plan Method and Unit Price Method. These methods are generally
used during the preliminary stage of construction where the information pertaining to the
projects are yet to be fully developed and the output is normally used for preliminary
budgeting purposes.

(i)

(i)

(i)

Project Comparison Estimating

The Project Comparison Estimating utilises historical cost data comparison method of
projects with similar parameters such as type of infrastructure e.g. roadworks, drainage
works, sewerage works, etc.. The Project Comparison Estimating method was usually
adopted for projects that are at a very preliminary stage where no design parameters
are identified yet.

Unit Rate Method

The unit rate method involves the use of a single functional unit per meter square that
serves as a multiplier for each individual element of works such as roadworks, drainage
works etc.. Historical data from previous similar infrastructure construction projects are
used to arrive at the single functional unit per meter square. This functional unit per sq ft
is then multiplied by the size of each individual element of works.

Elemental Cost Plan Method

The Elemental Cost Plan Method involves a segregation of cost breakdown for a
particular section of works such as roadworks, road furniture, road signage, road
painting etc., where approximate guantities of each element will be generated to reflect
the works for each element and by employing a particular unit rate, the cost of that
particular element will be generated. This method is appropriate for projects where the
development design is at least fifty-percent complete and hence may not be applicable
for the estimation of the Construction Cost for the Project at this juncture.

Unit Price Method

Unit Price Method is employed where the bills of quantities can be produced as the
detailed designs are fairly completed. The overall quantities for each element or section
of works can be precisely broken down and calculated as the designs are adequately
detailed. Subsequently, each item will be inserted with a unit rate for that particular item
and then totalled to give an amount for that particular section. This method is
appropriate for projects where the details designs are fairly completed and the bills of
guantities can be produced, and hence may not be applicable for the estimation of the
Construction Cost for the Project at this juncture.

The QS has adopted both the Project Comparison Estimating method and Unit Rate Method
in arriving at the estimated Construction Cost for the Project based on the following reasons.

The preliminary drawings for the Project have been made available to the QS where the
infrastructure perimeters such as the length and width of the road and the information
for its related works such as road curbs, road perimeter drain etc. can be derived to
compute the gross fioor area; and

Each individual element of works and its intended use for the Project have also been

determined which allows the QS to obtain the relevant comparable to allocate the cost
for each individual element of works.
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(b)

(c)

The QS has adopted the Unit Rate Method for work elements where preliminary quantities
can he derived where the information is available and can be extracted from the issued
drawings from MRCB Builders such as roadworks, drainage, sewerage efc.

Conversely, for work elements where information is not yet made available in the issued
drawings, yet the costing is included in the provisional Construction Cost of the Project, the
QS has adopted the Project Comparison Estimating method.

As set out in the QS Report, both the Project Comparison Estimating method and the Unit
Rate Method approach is widely used and accepted in the construction industry in the
preliminary stage due to the level of information provided and hence are the most reflective
methods to provide the preliminary estimation of the Construction Cost for the Project at this
juncture.

The difference in the amount of the Construction Cost set out in the PDP Agreement of
RM1,412.88 milion and QS Report of RM1,533.54 million was mainly due to different
methods and assumptions adopted. The Construction Cost of RM1,412.89 as set out in the
PDP Agreement was arrived at based on a single unit rate multiplied with the total area of the
Project, whereas, the Construction Cost of RM1,533.54 million as estimated by the QS was
arrived at based on the combination of Unit Rate Method and Project Comparison Estimating
method as mentioned above.

Notwithstanding the above, the Construction Cost set ocut in the PDP Agreement is only
provisional at this juncture and is subject to changes depending on the finalisation of the
detail design and specification for the Project.

Professional Fees

The professional fees represent payments to the relevant consultants to he engaged which
includes town planner, civil and structural engineers, mechanical and electrical engingers,
guantity surveyors and any other consultants required for the Project.

The professional fees in the PDP Agreement was based on 6.5% of the TCC of RM1.58
billion, whilst the higher professional fee in the QS Repert includes a project supervision cost
of RM19.18 million, which was not provided in the PDP Agreement, in addition to the 6.5% of
the TCC of RM1.72 hillion. The Project Supervision Cost of RM19.18 million included in the
QS Report is to cater for the supervisory function that the consultants are reguired to
undertake once the Project commenced. The main role of the Project Superviscr is to ensure
that the designs for the Project are closely adhered to and whenever necessary, to provide
their input on the designs during the construction.

In addition, the Professional Fees of RM102.86 million provided in the PDP Agreement is
only provisional at this juncture and is subject to changes upon the Employer and the PDP
appointing the relevant consultants required for the Project.

The Professional Fees which form parts of the Development Cost will be borne by KLSE.
Authority and Statutory Cost

The authority and statutory charges are fees to be charged by the relevant authorities in
relation to the application for, and obtaining of, the approvals required for the Project. Such
authorities include any statutory body having jurisdiction over the Project and any company
or body authorised to provide water, electricity, sewerage and other related services.

The authority and statutory cost in the QS Report of approximately RM504.74 million was
arrived at based on the relevant Government agencies guidelines.

The authority and statutory cost which form parts of the Development Cost will be borne by
KLSB.
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{d} Reimbursables

The Reimbursables comprises staff salaries, travel expenses and software cost to be
incurred by MRCB Builders for the Project. MRCB Builders will bear the Reimbursables
initially and claim from KLSB on a monthly basis subject to the terms set out in the PDP
Agreement.

The Reimbursables in the QS Report of approximately RM68.70 million was arrived at by
estimating salaries for thirty staff for seven years appointment with 6% increment annually,
travel expenses in relation to the Project for seven years tenure as well as cost of software
required by MRCB Builders for the Project.

The QS is of the view that the Reimbursables rate of 4% of TCC as set out in the PDP
Agreement is adequate for the Project.

Kenanga Investment Bank’s View

The Development Cost shall be borne by KLSB and save for the Reimbursables, there is no
initial cash outlay by MRCB Builders for undertaking the Proposed PDP Contract.

Based on the analysis above, we note that the Development Cost estimated by the QS of
RM2.35 bhillion is higher compared to the provisional Development Cost provided in the PDP
Agreement of RM2.25 hillion by approximately RM{.11 billion or 4.8%. Accordingly, the PDP
Fees estimated by the QS of RM117.66 million is higher than the provisional PDP Fees
provided in the PDP Agreement of RM112.28 million. As such, the actual PDP Fees payable
to MRCB Builders may potentially be higher than the RM112,28 as set out in the PDP
Agreement.

The rate of PDP Fees of 5% of the Development Cost was based on commercially negotiated
terms by the Parties. In addition, we also note that the rate of 5% is similar to the rates set
out in the previous contracts entered into by MRCB Group for the provision of similar
services such as the Project C8 Management Contract.

Therefore, we are of the view that the PDP Agreement’s provisional Development Cost of
RM2.25 billion and in turn the provisional PDP Fees set out in the PDP Agreement of
RM112.28 million are FAIR and REASONABLE.

Notwithstanding the above, hon-interested shareholders should note that the Development
Cost estimated by the QS was prepared based on the prevailing economic, market and other
conditions as at the date of the QS Report, as well as publicly available information and
information provided by the Company as at the LPD. Events and conditions subsequent to
the LPD, such as changes in the design and construction material cost over the contract
period may significantly change the basis and assumptions used which may materially
affect the total Development Cost estimated by the QS. However, the Development Cost and
in turn the PDP Fees is only provisional at this juncture and may vary over the contract
period and is subject to the finalisation of the detailed design of the Project.
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6.4

6.5

Financial effects of the Proposed PDP Contract

We have noted the financial effects of the Proposed PDP Contract as set out in Section 7 of Part C
of the Circular.

Kenanga Investment Bank’s view

1)) The Proposed PDP Contract will not have any effect on the issued and paid-up share
capital of MRCB and its substantial shareholders’ shareholdings as the Proposed
PDP Contract does not involve the issuance of any new shares;

{ii) The Proposed PDP Contract is not expected to have any material effect on the
earnings and EPS of MRCB for the FYE 31 December 2016 as the Services to be
provided by MRCB Builders is only expected to commence in 2017 in accordance to
the timeframe as set out in the MIP; and

{iit) The Proposed PDP Contract is not expected to have any material effect on the
consolidated NA per share and gearing of MRCB for the FYE 31 December 2016,

In addition, we note that the obligations of the PDP in respect of the provision of the
Services and/or potential construction cost to be incurred pursuant to the step-in
provisions under the PDP Agreement, if any, will be funded via the Mobilisation Fee
and via internally generated funds and/or bank borrowings.

In the event MRCB obtains bank borrowings to funds its expenses in relation to the
Proposed PDP Contract, the NA per share of MRCB may decrease, whilst the gearing
of MRCB may increase in the future.

Notwithstanding the above, the non-interested shareholders should note that the Proposed
PDP Contract, barring any unforeseen circumstances is expected to contribute positively to
the future earnings of MRCB Group during the contract period with the provisional PDP
Fees of RM112.28 million as set out in the PDP Agreement. However, the PDP Fees of
RM112.28 million is only provisional at this juncture and may vary subject to the
Development Cost of the Project.

Risk Factors for the Proposed PDP Contract

In evaluating the Proposed PDP Contract, the non-interested shareholders should carefully
consider the potential risk factors as set out in Section 5 of Part C of the Circular before voting on
the resolution pertaining to the Proposed PDP Contract at the forthcoming EGM of MRCB.

Kenanga Investment Bank's view

We note the risk factors as set out in Section 5 of Part C of the Circular are common
business risk of the MRCB Group and are not expected to significantly alter the business
risk profile of the Group.

We further note that although measures may be taken by the Board and management of
MRCB Group to attempt to limit/mitigate the risk as highlighted herein, no assurance can be
given that the risk will not crystallize and give rise to material and adverse impact on the
business of MRCB Group, its competitiveness, financial performance, financial position
and/or the Company’s prospects thereon.

Notwithstanding the above, the Group is expected to benefit from undertaking the Proposed
PDP Contract, which has provisional PDP Fees of approximately RM112.28 million, Howaver,
the non-interested shareholders should note that MRCB Builders may only be able to
progressively realise the revenue estimated from the Proposed PDP Contract until the
expected completion of the Project in 2023.
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6.6

Overview and Prospects of the Malaysian Economy and Construction Industry

In evaluating the prospects of the Proposed PDP Contract, we have considered the overview and
prospects of the Malaysian economy as well as the construction sector of Malaysia and the property
market in Klang Valley, where the Project is located.

6.6.1

6.6.2

Overview and outiook of the Malaysian economy

The Malaysian economy grew by 4% during the second quarter of 2016 (Q1 2016: 4.2%)
despite increasing uncertainties in the external environment. On the supply side, all
sectors continued to register a positive growth except agriculture. The construction sector
expanded by 8.8% (Q1 2016: 7.9%) mainly driven by higher civil engineering and
residential subsectors.

Headline inflation, as measured by the annual change in the Consumer Price Index (CPI},
increased at a slower pace of 1.9% in the second quarter of 2016 (Q1 2016: 3.4%). The
CPI increase was mainly contributed by higher prices recorded in three major groups,
namely, the food and non-alcoholic beverages; housing, water, electricity, gas and other
fuels as well as alcoholic beverages and tobacco. These groups cumulatively accounted
for 2.47 percentage points to the total increase. However, the transport group declined by
6.6% during the quarter, offsetting the total CPI by 0.93 percentage points. The easing
pressure of inflation was partly due to the base effect following the GST implementation in
2015.

The Malaysian economy is expected to remain on its growth trajectory in the third quarter
of 2016. This is underpinned by strong macroeconomic fundamentals as well as pro-
growth fiscal and accommodative monetary policies.

Domestic demand will continue to be the main engine of growth supported by private
sector activity. On the supply side, the services, manufacturing and construction sectors
will remain as the key drivers of growth. The economy will continue to operate under
conditions of full employment while inflation is expected to remain manageable.

{Source: Quarterfy Update on the Mafaysian Economy — 2" Quarter 2016, Ministry of Finance)

Overview and outlock of the construction sector

The construction sector continued to record a strong growth of 8.8% during the second
quarter of 2016 {Q1 2016: 7.9%) led mainly by civil engineering and residential activities.

The civil engineering subsector continued to post a double-digit growth of 18.9% (Q1
2016: 17.5%) supported by petrochemicals activities. The residential subsector recorded
a strong growth of 9.2% (Q1 2016: 4.9%) driven by construction of high-end projects such
as service apartments and terrace houses as well as Housing Project for the Hardcore
Poor (PPRT) in the East Coast of Peninsular Malaysia. The specialised construction
activities posted a growth of 7.9% (Q1 2016: 8.9%) mainly driven by piling, land c¢learing
and earthworks activities, while the non-residential subsector contracted by 0.9% (Q1
2016: 0.4%) as there were no new projects during the quarter.

The total value of construction work completed continued to increase at a double-digit
pace of 11.7% year-on-year to RM30.4 billion with 9,983 projects registered {Q1 2016;
11.1%; RM31.9 billion; 10,043 projects). The civil engineering subsector contributed the
highest share in terms of value {33.1%), followed by non-residential buildings (31.6%),
residential buildings (30.5%) and specialised construction activities (4.8%). The private
sector continued to dominate construction activity with a share of 66.5% during the
guarter.

(Source: Quarterfy Update on the Malaysian Economy — 2" Quarter 2016, Ministry of Finance)

D-27



Kenanga

The construction sector is projected to increase by 8.4% in 2016 (2015; 8.8%), largely
driven by infrastructure projects. The sector is expected to benefit, particularly from civil-
engineering activities such as Pan-Borneo Highway, MRT Line 2 and Pengerang
Integrated Complex project. Meanwhile, the non-residential subsector is expected to
expand led by ongoing construction of commercial buildings.

(Source: Economic Report 2015/16, Chapter 3, Economic Performance and Prospects, Ministry of
Finance)

6.6.3 Overview and outlook of the property market in Klang Valley

The subdued performance of the property market in 2014, has continued in 2015, Despite
the general siowdown, the market activities in Klang Valley remained vibrant.

The most significant land deals were mainly situated in the city centre, with four sales of
development land were within the Tun Razak Exchange (TRX) development. Each land is
with different density/plot ratio with the highest sale recorded was at RM4,699 psf, It is
anticipated that there will be more high-end and branded developments in the prime
locations, and also more regeneration and retrofitting projects in the city centre to
complement these landmark developments.

Other notable land deals included the purchase of 26 pieces of leasehold land totalling
2,198.40 acres in ljok, Kuala Selangor, by Eco World Development Group Bhd, at
RM1.181 billion, for the development of a new township. In addition, Sunway Bhd,
through its wholly owned subsidiary Sunway Dimension Stones Sdn Bhd has entered into
two sale and purchase agreements to purchase five land parcels measuring 17-acre for a
combined RM286 million or RM386 psf, which is proposed for a mixed development

(Source: 2016 Property Market, C H Williams Talthar & Wong)

Kenanga Investment Bank's view

Based on the aforementioned, we note that the Malaysian economy has expanded by 4% in
the second quarter of 2016 and is expected fo remain on its growth trajectory in the third
quarter of 2016.

We note that amid the moderate growth outlook, the construction sector has expanded 8.8%
in the second quarter of 2016, largely driven by strong civil engineering and residential
activities. In addition, we also note that the property market activities in Klang Valley
including significant land deals are expected to generate more future developments in Klang
Valley.

We expect that by undertaking the Proposed PDP Contract allows MRCB Group to
strengthen their position as one of the major players in the Malaysian engineering and
construction industry and the Proposed PDP Contract may provide future opportunity for
the Group to participate in the various upcoming developments in Klang Valley.

In addition, we note that the Proposed PDP Contract forms part of the Kwasa Damansara
development, a large scale mixed development comprising approximately 2,330 acres of
land with an estimated gross development value of RM50.0 biliion over the next twenty
years. We further note that the strategic location of Kwasa Damansara Township and its
connectivity with the proposed mass rapid transit and networks of roads and highways
hinges well with the prospect of the Kwasa Damansara development.

Therefore, MRCB Builders, by undertaking the Proposed PDP Contract in such a large scale

project will further enhance the Group’s reputation and track record as one of the major
players in the Malaysian engineering and construction industry.
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FURTHER INFORMATION

7.

Nan-interested shareholders of MRCB are advised to refer to Part C and the appendices of the
Circular for further information.

CONCLUSION AND RECOMMENDATION

In arriving at our recommendation, we have assessed and evaluated the Proposed PDP Contract,
taking into consideration the following factors;

(i

(ii}

(i)

(iv)

V)

(vi)

the Proposed PDP Contract is in the ordinary course of MRCB Builders’ business and the
Group possesses the requisite experience and expertise to undertake the Proposed PDP
Contract. In addition, the Proposed PDP Contract is also expected to contribute positively to
the earnings of MRCB Group over the contract period;

the salient terms of the PDP Agreement are fair and reasonable and not detrimental to the
non-interested shareholders of MRCB. In addition, the general conditions of the PDP
Agreements are similar to the terms adopted by MRCB Group in previous contracts such as
the Project C8 Management Contract;

the basis of the PDP Fee has been fixed at 5% of the Development Cost as set out in the
PDP Agreement and it is similar to the rates charged by MRCB under the Project C8
Management Contract for the similar services provided. Furthermore, we note that the
Development Cost provided in the PDP Agreement is provisional at this juncture and may
vary over the contract period. Additionally, the Development Cost estimated by the QS is
higher than the provisional Development Cost provided in the PDP Agreement and thus the
PDP Fee payable to MRCB Builders may potentially be higher that the provisional PDP Fee
of RM112.28 million as set out in the PDP Agreement. Therefore, we are of the view that
the provisional PDP Fee is fair and reasonable;

The Proposed PDP Contract will not have any effect on the share capital and substantial
shareholders’ shareholdings of MRCB. In addition, the Proposed PDP Contract is not
expected to have any immediate effect on the NA per share, gearing, earnings and EPS of
MRCB for the financial year ending 31 December 20186;

The risk factors as set out in Section 5 of Part C of the Circular are not expected to
significantly alter the business risk profile of MRCB Group. Nonetheless, no assurance can
be given that the risks will not crystailise and give rise to material and adverse impact on
the business of MRCB Group, its competitiveness, financial performance/position or
prospects thereon; and

The Malaysian economy and the construction sector remained resilient with the property
market activities in the Klang Valley is expected to remain robust. The Proposed PDP
Contract and the Group's involvement in large scaled development such as Kwasa
Damansara Township will allow MRCB Group to strengthen its position and reputation in
the engineering and construction industry and may provide future opportunities for the
Company to participate in the various upcoming developments in Klang Valley.
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After taking into consideration the abovementioned factors and on an overall basis, we are of the
opinion that the Proposed PDP Contract is FAIR AND REASONABLE and is not detrimental to the
interests of the non-interested shareholders of MRCB.

Accordingly, we recommend that the non-interested shareholders of MRCB VOTE IN FAVOUR of the

ordinary resolution pertaining to the Proposed PDP Contract to be tabled at the forthcoming EGM of
the Company.

Yours faithfully,
For and on behalf of
KENANGA INVESTMENT BANK BERHAD

DATUK RQSLAN HJ TIK DATUK CHAY WAI LEONG
Executive Director, Head Group Managing Director
Group Investment Banking

THE REST OF THIS PAGE [S INTENTIONALLY LEFT BLANK
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MCB

MALAYSIAN RESOURCES CORPORATION BERHAD
{Company No. 7994-D)
(Incorporated in Malaysia under the Companics Act, 1965)

NOTICE OF EXTRAORDINARY GENERAL MEETING

NOTICE IS HEREBY GIVEN THAT an Extraordinary General Meeting (“EGM”)} of Malaysian Resources
Corporation Berhad (“MRCB” or “Company”) will be held at Mahkota Ballroom 11, BR Level, Hotel Istana
Kuala Lumpur City Centre, 73, Jalan Raja Chulan, 50200 Kuala Lumpur on Wednesday, 30 November 2016 at
10.00 am. or at any adjournment thereof, for the purpose of considering and if thought fit, passing with or
without any modification, the following ordinary resolutions:-

ORDINARY RESOLUTION 1

PROPOSED ESTABLISHMENT OF A LONG-TERM INCENTIVE PLAN OF UP TO TEN PERCENT
(10%) OF THE ISSUED AND PAID-UP SHARE CAPITAL OF MRCB (EXCLUDING TREASURY
SHARES), FOR THE ELIGIBLE EMPLOYEES OF MRCB AND ITS SUBSIDIARIES (EXCLUDING
SUBSIDIARIES WHICH ARE DORMANT) AND ELIGIBLE EXECUTIVE DIRECTORS OF MRCB
(“PROPOSED LTIP”)

“THAT, subject to and conditional upon the approvals of all relevant regulatory authorities or parties being
obtained (if required) and to the extent permitted by law and the Memorandum and Articles of Association of
the Company, approval be and is hereby given to the Company to establish MRCB’s Proposed LTIP for the
executive share grant scheme comprising the restricted share plan and the performance share plan of up to ten
percent (10%) of the issued and paid-up share capital of MRCB for the benefit of eligible employees of MRCB
and its subsidiaries (excluding subsidiaries which are dormant) (“MRCB Group” or the “Group™) and eligible
executive directors of the Company who fulfill the eligibility criteria for participation in the Proposed LTIP
(colleetively, the “Eligible Person(s)”) and the Board of Directors of MRCB (“Board”) be and are hereby
authorised to:-

(i) implement and administer the Proposed LTIP in accordance with the by-laws governing the Proposed
LTIP (“By-Laws”), a draft of which is as set out in Appendix A(I) of Part A of the circular to
shareholders dated 15 November 2016 (“Circular™) and to give full effect to the Proposed LTIP with
full power to assent to any conditions, variations, modifications and/ or amiendments as may be deemed
fit or expedient and/ or imposed/ required by the relevant authorities;

(ii) make the necessary applications and do all the things necessary at the appropriate time or times to
Bursa Malaysia Securities Berhad (“Bursa Securities”) for the listing of and quotation for the new
ordinary share of RM1.00 each i the Company (“MRCB Share(s)” or “Share(s)”) which may from
time to time be allotted and issued pursuant to the Proposed LTIP;

(iii) allot and issue such number of new Shares and/ or to transfer existing MRCB Shares from time to time
to the Eligible Persons as may be required for the purpose of or in connection with the Proposed LTIP,
provided that the agpregate number of MRCB Shares which niay be awarded under the Proposed LTIP
and any other schemes involving issuance of uew MRCB Shares to the Eligible Persons which are still
subsisting shall not exceed ten percent (10%) of the issued and paid-up ordinary share eapital of the
Company (excluding treasury shares) at any one time and that such new MRCB Shares shall, upon
allotment and issue, rank pari passu in all respects with the then existing MRCB Shares, save and
exeept that they will not be entitled to any dividends, rights, allotments and/ or other distributions in
respect of which the entitlement date is prior to the date of allotment and issuance of the new MRCB
Shares and will be subject to all the provisions of Memorandum and Articles of Association and the
By-Laws of the Company relating to the transfer, transmission and otherwise of the Shares;



{iv) appoint trustee(s} (“Trustee(s)”) to subscribe for new Shares and/ or acquire existing Shares for the
purpose of the Proposed LTIP provided always that the total number of MRCB Shares which may be
made available under the Proposed LTIP and any other employee share issuance schemes to be
implemented by the Company shall not in aggregate exceed ten percent (10%) of the issued and paid-
up ordinary share capital of the Company (excluding treasury shares) at any time during the duration of
the Proposed LTIP and to pay expenses in relation to the administration of the trust(s) {(which may be
established by a committee to be appointed by the Board (“LTIP Committee”), if required) to the
extent permitted by law (“Trust”), be entitled to accept funding and/ or assistance, financial or
otherwise, from the Group and/ or any third party to be paid into the bank account(s) established by the
Trustee(s) for the purpose of the Trust as the Trustee may direct;

(v} provide money or other assistance (financial or otherwise), and/ or to authorise and/ or procure any one
(1) or more of the subsidiaries of the Company, to provide money or assistance (financial or otherwise)
from timne to time if required, to enable the Trustee to acquire, subscribe for and/ or transfer MRCB
Shares for the purposes of implementation and administration of the Proposed LTIP,

(vi} medify and/ or amend the Proposed LTIP and/ or the By-Laws from time to time provided that such
modifications and/ or amendments are permiftted and effected im accordance with the provisions of the
By-Laws relating to modifications and/ or amendments;

(vii) do all such acts and things, to execute all such documents and to enter into all such transactions,
arrangements and agreements, deeds or undertakings (including but not limited to the trust deeds with
the Trustee(s)) and to make such rules or regulations, or impose such terms and conditions or delegate
its power as may be necessary or expedient in order to give full effect to the Proposed LTIP and terms
of the By-Laws; and

(viii}  extend the Proposed LTIP for a further period of up to five (5) years or such longer duration as may
from time to time be permitted by the relevant authorities without having to cbtain further approvals of
the shareholders of the Company in a general meeting (unless otherwise required by law or the relevant
authorities) or the relevant regulatory authorities and to consent to and to adopt, if the Board so deems
fit and expedient, such conditions, modifications and/ or variations as may be required or imposed by
the relevant authorities in respect of the Proposed LTIP,

THAT the Board be and is hereby authorised to give effect to the Proposed LTIP with full power to consent to
and to adopt and implement such conditions, modifications, variations and/ or amendments as may be required
by the relevant regulatory authorities or as the Board may deem fit or necessary at its discretion.

AND THAT the proposed By-Laws of the Proposed LTIP, as set out in Appendix A(I) of Part A of the Circular,
which is in compliance with the Main Market Listing Requirements of Bursa Securities (“Listing
Requirements™), be and is hereby approved and adopted.”

ORDINARY RESOLUTION 2
PROPOSED AWARD TO TAN SRI MOHAMAD SALIM FATEH DIN

“THAT, subject to the passing of Ordinary Resolution 1 and the approvals of all relevant authorities or parties
being obtained (if required), approval be and is hereby given to the Board to authorise the LTIP Committee to
award, from time to time throughout the duration of the Proposed LTIP, MRCB Shares to Tan Sri Mohamad
Salim Fateh Din, the Group Managing Director of the Company, provided not more than ten percent {10%) of
the MRCB Shares, made available under the Proposed LTIP and any other subsisting employee share scheme(s),
individually and collectively, shall be allocated to him if he, either singly or collectively through persons
connected with him, holds twenty percent (20%) or more of the issued and paid-up share capital of the Company
{excluding treasury shares), subject always to such terms and conditions of the By-Laws and the Listing
Requirements, or any prevailing guidelines issued by Bursa Securities or any other relevant authorities, as
amended from time to time,

THAT the Board be and is hereby authorised to allot and issue new MRCB Shares and/ or transfer existing
MRCB Shares pursuant to the Proposed LTIP to him from time to time pursuant to the vesting of his grant,



AND THAT the Board be and is hereby authorised to take such steps as are necessary or expedient to
implement, finalise or to give full effect to the proposed award to Tan Sri Mohamad Salim Fateh Din with full
power to assent to any terms, conditions, modifications, variations and/ or amendments as may be imposed and/
or permitted by the relevant authorities or otherwise thought fit by the Board to be in the best interest of the
Company; to execute, sign and deliver on behalf of the Company all such agreements, arrangements and
documents as may be necessary to give full effect to, complete and implement the proposed award to Tan Sri
Mohamad Salim Fateh Din as well as to deal with all matters relating thereto and/ or to do all such acts and
things as the Board may deem fit and expedient in the best interest of the Company.”

ORDINARY RESOLUTION 3
PROPOSED AWARD TO MOHD IMRAN TAN SRI MOHAMAD SALIM

“THAT, subject to the passing of Ordinary Resolution 1 and the approvals of all relevant authorities or parties
being obtained (if required), approval be and is hereby given to the Board to authorise the LTIP Committee to
award, from time to time throughout the duration of the Proposed LTIP, MRCB Shares to Mohd Imran Tan Sri
Mohamad Salim, the Executive Director of the Company, provided not more than ten percent (10%) of the
MRCB Shares, made available under the Proposed LTIP and any other subsisting employee share scheme(s),
individually and collectively, shall be allocated to him if he, either singly or collectively through persons
connected with him, holds twenty percent (20%) or more of the issued and paid-up share capital of the Company
(excluding treasury shares), subject always to such terms and conditions of the By-Laws and the Listing
Requirements, or any prevailmg guidelines issued by Bursa Securities or any other relevant authorities, as
amended from time to time.

THAT the Board be and is hereby authorised to allot and issue new MRCB Shares and/ or transfer existing
MRCB Shares pursuant to the Proposed LTIP to him from time to time pursuant to the vesting of his grant.

AND THAT the Board be and is hereby authorised to take such steps as are necessary or expedient to
implement, finalise or to give full effect to the proposed award to Mohd Imran Tan Sri Mohamad Salim with
full power to assent to any terms, conditions, modifications, variations and/ or amendments as may be imposed
and/ or permitted by the relevant authorities or otherwise thought fit by the Board to be in the best interest of the
Company; to execute, sign and deliver on behalf of the Company all such agreements, arrangements and
documents as may be mecessary to give full effect to, complete and implement the proposed award to Mohd
Imran Tan Sri Mohamad Salim as well as to deal with all matters relating thereto and/ or to do all such acts and
things as the Board may deem fit and expedient in the best interest of the Company.”

ORDINARY RESOLUTION 4
PROPOSED AWARD TO NOR IZZATI TAN SRI MOHAMAD SALIM

“THAT, subject to the passing of Ordinary Resolution 1 and the approvals of all relevant authorities or parties
being obtained (if required), approval be and is hereby given to the Board to authorise the LTIP Committee to
award, from time to time throughout the duration of the Proposed LTIP, MRCB Shares to Nor Izzati Tan Sri
Mohamad Salim, a person connected with Tan Sri Mohamad Salim Fateh Din, the Group Managing Director of
the Company, and Mohd Imran Tan Sri Mohamad Salim, the Executive Director of the Company, provided that
not more than ten percent (10%) of the MRCB Shares made available under the Proposed LTIP and any other
schemes involving issuance of new MRCB Shares to employees which may be implemented from time to time
by the Company is allocated to her if she, either singly or collectively through persons connected with her, holds
twenty percent (20%) or more of the issued and paid-up share capital of the Company (excluding treasury
shares), subject always to such terms and conditions of the By-Laws and/ or any adjustments which may be
made in accordance with the provisions of the By-Laws and Listing Requirements of Bursa Securities, or any
prevailing guidelines issued by Bursa Securities or any other relevant authorities, as amended from time to time.

THAT the Board be and is hereby authorised to allot and issue new MRCB Shares and/ or transfer existing
MRCB Shares pursuant to the Proposed LTIP to her from time to time pursuant to the vesting of her grant.



AND THAT the Board be and is hercby authorised to take such steps as are necessary or expedient to
implement, finalise or to give full effect to the proposed award to Nor 1zzati Tan Sri Mohamad Salim with full
power to assent to any terms, conditions, modifications, variations and/ or amendments as may be imposed and/
or permitted by the relevant authorities or otherwise thought fit by the Board to be in the best interest of the
Company; to execute, sign and deliver on behalf of the Company all such agreements, arrangements and
documents as may be necessary to give full effect to, complete and implement the proposed award to Nor 1zzati
Tan Sri Mohamad Salim as well as to deal with all matters relating thereto and/ or to do all such acts and things
as the Board may deem fit and expedient in the best interest of the Company.”

ORDINARY RESOLUTION 5

PROPOSED DISPOSAL BY 348 SENTRAL SDN BHD (%348 SENTRAL”), A WIOLLY-OWNED
SUBSIDIARY OF MRCB, OF MENARA SHELL (AS DEFINED HEREIN) TQ MAYBANK
TRUSTEES BERHAD (“MTB”), ACTING SOLELY IN THE CAPACITY AS TRUSTEE FOR MRCB-
QUILL REIT (“MQ REIT”), A REAL ESTATE INVESTMENT TRUST, FOR A TOTAL DISPOSAL
CONSIDERATION OF RM640 MILLION TO BE SATISFIED ENTIRELY IN CASH (“PROPOSED
DISPOSAL”)

“THAT, subject to the passing of Ordinary Resolution § and the approvals of all relevant regulatory authorities
or parties being obtained (if required)}, approval be and is hereby given for 348 Sentral, a wholly-owned
subsidiary of the Company, to undertake the disposal of a 33-storey office tower known as “Menara Shell”,
together with a five {5)-storey podium and four {4)-storey basement car park, including all the plant and
equipment, fixtures and fittings located in ot on or which otherwise relate to or are affixed to the development as
well as all mechamical and electrical systems and services, but excluding (i} a 21-storey service apartment
known as “Ascott Seniral Kuala Lumpur”; (ii} the commeon areas as defined in the sale and purchasc agreement
dated 30 June 2016 entered into between 348 Sentral and MTB for the Proposed Disposal (“SPA”); and (iii} the
fixturcs and fittings belonging to existing tenants and third parties including thosc with whom the existing
tenants have entered into a hire purchase and/ or leasing arrangement in respect of such fittings and fixtures
(“Menara Shell”} to MTB for a total disposal consideration of RM640 million, in accordance with the
provisions of the SPA.

THAT the proceeds from the Proposed Disposal will be utilised for such purposes as set out in Section 2.8 of
Part B of the Circular and the Board be authorised with full powers to vary the manner and/ or pmpose of
utilisation of such proceeds in such manner as the Board may deem fit, necessary or expedient, subject to (where
required) the approval of the relevant authorities.

AND THAT the Board be and is hereby authorised to give full effect to the Proposed Disposal with full powers
to assent to any terms, conditions, modifications, variations and/ or amendments in any manner as may be
required by the relevant authorities or parties or as the Board may decm necessary and/ or expedient in the best
interest of the Company and to do all acts, deeds and things and to execute, sign and deliver for and on behalf of
the Company all such documents as may be necessary and/ or expedient in the best interests of the Company.”

ORDINARY RESOLUTION 6

PROPOSED SUBSCRIPTION BY MRCEB OF NO LESS THAN RM110 MILLION BUT UP TO RM152
MILLION IN VALUE OF NEW UNITS IN MQ REIT (“UNITS”) PURSUANT TO THE PROPOSED
PLACEMENT EXERCISE TO BE UNDERTAKEN BY MQ REIT (“PROPOSED SUBSCRIPTION”)

“THAT, subject to the passing of Ordinary Resolution 5 and the approvals of all relevant regulatory authorities
or parties being obtained (if required), approval be and is hereby given for the Company to subscribe for new
Units with an aggregate value of no less than RM110 million but up to RM152 million under the proposed
placement exercise to be undertaken by MQ REIT.



AND THAT the Board be and is hereby authorised to give full effect to the Proposed Subscription with full
powers to assent to any terms, conditions, modifications, variations and/ or amendments in any manner as may
be required by the relevant authorities or parties or as the Board may deem necessary and/ or expedient in the
best interest of the Company and to do all acts, deeds and things and to execute, sign and deliver for and on
behalf of the Company all such documents as may be necessary and/ or expedient in the best interests of the
Company.”

ORDINARY RESOLUTION 7

PROJECT DELIVERY PARTNER (“PDP") AGREEMENT BETWEEN MRCB BUILDERS SDN BHD
(“MRCB BUILDERS™), A WHOLLY-OWNED SUBSIDIARY OF MRCB, AND KWASA LAND SDN
BHD (“KLSB”y FOR THE APPOINTMENT OF MRCB BUILDERS AS A PDP IN CONNECTION
WITH THE CONSTRUCTION AND COMPLETION OF COMMON INFRASTRUCTURE FOR THE
MAJLIS BANDARAYA PETALING JAYA AREA AT THE PROPOSED KWASA DAMANSARA
TOWNSHIP, FOR A PROVISIONAL. FEE OF APPROXIMATELY RM112.28 MILLION
(“PROPOSED PDP CONTRACT”)

“THAT, subject to and conditional upon the approvals of all relevant regulatory authorities or parties being
obtained (if required), approval be and is hereby given for MRCB Builders to be appointed as the PDP in
connection with the construction and completion of the common infrastructure for the Majlis Bandaraya
Petaling Jaya area at the proposed Kwasa Damansara Township located on a piece of land (formerly known as
Rubber Research Institute Malaysia land) in Sungai Buloh measuring approximately 2,330.42 acres, for a
provisional fee of approximately RM112.28 million (excluding 6% goods and services tax and reimbursable
costs as set out in Note 2 of Section 2.2 of Part C of the Circular) (“PDP Fees”), in accordance with the terms
and conditions as stipulated in the PDP agreement dated 26 May 2016 entered into between KLSB and MRCB
Builders in relation to the Proposed PDP Contract.

THAT the Board be and is hereby authorised with full powers to accept any changes to the PDP Fees in such
manner as the Board shall in their absolute discretion deem necessary and/ or expedient and in the best interest
of the Company.

AND THAT the Board be and is hereby authorised to give full effect to the Proposed PDP Contract with full
powers to assent to any terms, conditions, modifications, variations and/ or amendments in any manner as may
be required by the relevant authorities or parties or as the Board may deem necessary and/ or expedient and in
the best interest of the Company and to do all acts, deeds and things and to execute, sign and deliver for and on
behalf of the Company all such documents as may be necessary and/ or expedient and in the best interests of the
Company.”

BY ORDER OF THE BOARD
Mohd Noor Rahim Yahaya
MAICSA 0866820

Company Secretary

Kuala Lumpur
15 November 2016



Notes:-

1.

2.

Only members whose names appear in the Record of Depositors on 22 November 2016 shall be eligible to attend in person or appoint
proxies to attend and/ or vole on their behalf at the EGM.

A member of the Company who is entitled to attend and vate ar this meeting is entitled to appoint rot more than two (2) proxies o
attend and vote in his stead. A proxy may but need not be a member of the Company. There shall be no restriction as lo the
qualification of a proxy and the provisions of Section 149(1)(b) of the Companies Act, 1965 shall not apply 1o the Company.

Where a member appoints two (2) proxies, the appointment shall be invalid unless the proportion of the shareholdings to be
represented by each proxy is specified,

Where a member of the Company is an exempt authorised nominee which holds ordinary shares in the Company for mulliple
beneficial owners in one securities account {“omnibus account”), there is no limit 0 the number of proxies which the exempt
authorised nominee may appoini in respect of each ornibus account it holds.

The instrument gppoiniing a proxy shall be in writing under the hand of the appointer or of his attorney duly appointed under a power
of attorney. In the case of a corporation, it shall be executed under its Common Seal or signed by its attorney duly authorised in
writing or by an officer on behalf of the corporation.

The duly completed Proxy Form must be deposited at Symphony Share Regisirars Sdn Bhd, Level 6, Symphony House, Pusat
Dagangan Dana 1, Jalan PJU 1446, 47301 Petaling Jaya, Selangor Darul Ehsan, Malaysia not less than 48 hours before the time set
for the holding of the meeting or anv adjournment thereof.
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MRCB

MALAYSIAN RESOURCES CORPORATION BERHAD
(Company No. 7994-D))
(Incorporated in Malaysia under the Companies Act, 1965)

PROXY FORM

(Please see the notes below before completing the form)

*1/ We (FULL NAME IN CAPITAL LETTERS)

CDS Account No.

No. of ordinary share(s) held

*NRIC No./ Passport No./ Company No.

of (FULL ADDRESS)

being a *member/ members of MALAYSIAN RESOURCES CORPORATION BERHAD hereby appoint

First Proxy

Full Name of Proxy
in capital letters

Proportion of sharcholdings represented

Number of shares

Percentage (%)

NRIC Number

*and/ or failing him/ her
Second Proxy

Full Name of Proxy
in capital letters

Propertion of sharcholdings represented

Number of shares

Percentage {%)

NRIC Number

or failing *hit/ her the Chairman of the Meeting as *my/ our proxies to attend and vote for *me/ us on *my/ our behalf at
the Extraordinary General Meeting (“EGM?”) of the Company to be held on Wednesday, 30 November 2016 at 10.00 a.m.

or at any adjournment thereof.

*My/ our proxy is to vote on the Ordinary Resolutions as indicated below.

ORDINARY RESOLUTIONS FOR AGAINST
Ordinary Resoclution 1 : | Proposed LTIP

Ordinary Resolution 2 . | Proposed Award to Tan Sti Mohamad Salim Fateh Din

Ordinary Resolution 3 1 | Proposed Award to Mohd Imran Tan Sri Mohamad Salim

Ordinary Resolution 4 : | Proposed Award to Nor Izzati Tan Sri Mohamad Salim

Ordinary Resolution 5 . | Proposed Disposal

Ordinary Resolution 6 : | Proposed Subscription

Ordinary Resolution 7 : | Proposed PDP Contract

Please indicate with an “X” in the appropriate space as to how you wish your vote to be cast. If you do not indicate how
you wish your proxy to vote on any resolution, the proxy shall vote as he thinks fit, or at his discretion, abstain fromn

voting.

Dated this day of 2016

Signature of Shareholder

*  DELETE IF NOT APPLICABLE.




Notes:-

/.

2.

Only members whose names appear in the Record of Depositors on 22 November 2016 shall be eligible to autend in person or appoint proxies to
attend and/ or vote on their behalf at the EGM.

A member of the Company who is entitled to attend and volte at this meeting Is entitled to appoint not move than two (2) proxies 1o altend and vole in
his stead. A proxy may but need not be a member of the Company. There shall be no restriction as to the qualification of a proxy and the provisions
of Section 149(1)(b) of the Companies Act, 1965 shall not apply to the Company.

Where a member appoints two (2) proxies, the appointment shall be invalid unless the proportion of the shareholdings to be represented by each
proxy is specified.

Where a member of the Company is an exemipt authorised nominee which holds ordinary shares in the Company for multiple beneficial owners in
one securities aceount {“owmnibus account™), there is no limit to the number of proxies wiich the exempt authorised nominee may appoint in respect
of each omnibus account it holds.

The instrument appointing a proxy shall be in writing under the hand of the appointer or of his attorney duly appointed under a power of atiorney.
In the case of a corporation, it shall be executed under its Common Seal or signed by its artorney duly authorised in writing or by an officer on
behalf of the corporation,

The duly completed Proxy Form must be deposited at Symphony Share Registrars Sdn Bhd, Level 6, Symphony House, Pusat Dagangan Dana |,
Jalan PJU 1 A4/46, 47301 Petaling Jaya, Selangor Darul Ehsan, Malaysia not less than 48 hours before the time set for the holding of the meeting or
any adjournment thereof.
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