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CHAIRMAN'S STATEMENT

THE KESMI OF TOMORROW IS A BROADER,

MORE TECHNOLOGICALLY RELEVANT COMPANY,
WELL POSITIONED TO PARTICIPATE IN THE

NEXT GENERATION OF SEMICONDUCTOR GROWTH.

EXPANDING INTO Al GPUS,
ADVANCED POWER MODULES
AND GAN POWER DEVICES

EXTENDING TESTING
CAPABILITIES FROM WAFER
AND DEVICE LEVEL THROUGH
TO SYSTEM LEVEL

PURSUING NEW OPPORTUNITIES
WITH DETERMINATION AND
FINANCIAL DISCIPLINE



CHAIRMAN'S STATEMENT

DEAR SHAREHOLDERS,

FY2026 marked an important turning point for KESMI.
The transformation efforts undertaken across the Group
contributed to our return to profitability, while new
opportunities in artificial intelligence (“AI") and advanced
power applications, together with the extension of our
testing capabilities from wafer and package level to System-
Level Testing (“SLT"), are opening new avenues for growth.

With a stronger foundation and a broader technology
platform, KESMI is entering an exciting new phase of its
development.

REBOUNDED TO PROFITABILITY

The Group recorded revenue of RM223 million for FY2026,
anincrease of 6% from RM211 million in the preceding year.
More significantly, the Group delivered a strong turnaround
in profitability, recording a net profit of RM9.5 million
compared with a net loss of RM8.2 million in FY2025.

The improved performance reflected higher business
activity and more cost-efficient operational performance.
Duringtheyear, the Group also monetised underperforming
assets while continuing to invest heavily in capabilities to
support customers’ evolving requirements.

AI — A NEW GROWTH PILLAR

We are taking our established strength in automotive
semiconductor reliability and applying it to a new generation
of opportunities created by AL

As Al drives increasingly advanced semiconductor devices
operating under demanding power and thermal conditions,
burn-in and testing are becoming more important than
ever before. This positions us to expand into Al graphics
processing units (“GPUs”), advanced power modules and
gallium nitride (“GaN") power devices, while continuing to
grow our established automotive semiconductor business.

EXTENDING OUR TESTING CAPABILITIES

Our transformation extends beyond broadening the range of
semiconductor applications we serve. We are also expanding
our testing capabilities to better support our customers.

Last year, we shared our plans to broaden our capabilities
into wafer-level and SLT. These capabilities are now
forming an important part of the direction in which we are
developing our testing business.

As semiconductor technology advances, several
semiconductor components are increasingly brought
together to form sophisticated modules. SLT evaluates
the complete module as an integrated system, helping
to verify that its components work reliably together
under conditions that closely represent actual operating
conditions. This extends our traditional burn-in and
reliability capabilities and enables KESMI to participate in
a broader spectrum of semiconductor testing.
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Our transformation therefore has two dimensions —
expanding the applications we serve and extending our
testing capabilities from wafer and device level through
to system level.

AN EVOLVING SEMICONDUCTOR LANDSCAPE

AlI, electrification and the growing need for efficient
power management are reshaping the semiconductor
landscape. New applications are pushing the boundaries
of semiconductor performance and, with them, raising
the importance of reliability. For KESMI, this evolution is
creating new opportunities for burn-in and testing, the
heart of our business.

LOOKING AHEAD

We enter FY2027 with renewed confidence. The financial
turnaround achieved in FY2026 provides a stronger
foundation, while the transformation of our business is
opening new avenues for growth.

Our immediate focus is on converting these opportunities
into sustainable growth. While these new areas will
take time to develop and scale, we will pursue them
with determination and financial discipline. The KESMI
of tomorrow is a broader, more technologically
relevant company, well positioned to participate in the
next generation of semiconductor growth. With our
transformation well underway, we are entering an exciting
new chapter in KESMI's development.

DIVIDENDS

The Board has declared a second interim dividend of 4.5
sen per share. Together with the first interim dividend of
6 sen per share, this brings the total dividend for FY2026
to 10.5 sen per share, reflecting the Group's return to
profitability while maintaining a prudent approach to
capital management and investment in the business.

APPRECIATION

On behalf of the Board, I wish to express our sincere
appreciationto our management team and all our employees
for their dedication, commitment and perseverance
throughout FY2026. The improvement in our performance
reflects their sustained efforts and contributions across
the Group.

We also extend our gratitude to our customers, suppliers
and business partners for their continued trust and
collaboration, and to our shareholders for their confidence
and support.

SAMUEL LIM SYN SO0
Executive Chairman & Chief Executive Officer
22 September 2026
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MANAGEMENT DISCUSSION AND ANALYSIS

5-YEAR FINANCIAL HIGHLIGHTS

Financial Year Ended 31 July (RM ‘000) 2022 2023 2024 2025 2026
Revenue 246,736 228,283 243,025 210,546 222,783
Profit/(Loss) Before Tax 4,232 (2,218) 3,299 (7,468) 12,873

Net Profit/(Loss) Attributable To

Owners of the Company 1,666 (3,130) 188 (8,185) 9,453

Total Equity Attributable To

362,358 354,745 352,677 339,169 344,119
Owners of the Company

Basic Earnings/(Loss) Per Share (sen) 3.9 (7.3) 0.4 (19.0) 22.0
Dividend Per Share (sen) 7.5 6.0 7.5 6.0 10.5
250,000 - 12,000
o — 10,000
240,000 — — 8,000
— 6,000
230,000 |- — 4,000
— 2,000
220,000 - e.
- -0
— (2,000)
210,000 o
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200,000 y — (6,000)
e - (8,000)
190,000 - - (10,000)
2022 2023 2024 2025 2026

REVENUE @+ NET PROFIT IN RM THOUSAND



MANAGEMENT DISCUSSION AND ANALYSIS

OVERVIEW OF THE GROUP

KESM Industries Berhad (“KESMI”) began operations in
1978 with its first burn-in facility in Kepong, Selangor
Darul Ehsan. As the business grew, KESMI relocated to the
Sungei Way Free Industrial Zone in Petaling Jaya, where it
continues to operate today.

In 1983, KESMI established KESP Sdn. Bhd. in the Bayan
Lepas Free Industrial Zone, Penang, strengthening the
Group’s burn-in capabilities and establishing a presence
in one of Malaysia’s key semiconductor hubs.

Since then, KESMI has grown to become the world’s
largest independent provider of burn-in and test services.
Listed on Bursa Malaysia Securities Berhad since 1994,
the Group has built a strong track record serving leading
semiconductor manufacturers with reliable, high-quality
burn-in and test solutions.

KESMI further extended its footprint with the
establishment of KESM Industries (Tianjin) Co., Ltd. in
2007, strengthening its ability to support customers in
China. In 2021, the Group expanded its manufacturing
presence to Malacca.

Today, KESMI supports many of the world’s leading
automotive semiconductor manufacturers, backed by
a skilled workforce of approximately 1,500 employees
across four strategic locations.

OUR BUSINESS IS RELIABILITY

KESMI is the world’s largest independent provider of
burn-in and test services to the semiconductor industry.
As an independent service provider, the Group helps
semiconductor manufacturers verify the reliability and
performance of their devices before they enter the market.

Burn-in and testing are important processes in
semiconductor manufacturing. During burn-in, devices are
subjected to controlled stress conditions to identify early-
life failures and screen out weak or unreliable devices
before shipment.

Following burn-in, devices undergo functional and electrical
testing to verify that they meet specified performance
requirements. These processes help manufacturers validate
product quality and reliability while reducing the risk of
device failures in the field.

Through these specialised services, KESMI supports

semiconductor devices used across automotive, industrial,
computing, consumer and emerging Al-related applications.
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THE GROUP’S STRATEGY

KESMI's strategyis centred on building uponits established
expertise in burn-in and test to support a broader range of
semiconductor testing requirements.

The Group continues to broaden its capabilities across the
semiconductor testing value chain, combining its burn-
in and final-test expertise with complementary testing
capabilities, supported by its hardware and software
competencies. This enables KESMI to support customers
across a wider range of semiconductor devices and
applications as their testing requirements evolve.

At the same time, KESMI is applying its expertise to
areas where semiconductor performance and reliability
requirements are increasing. These include AI and power-
related applications, while automotive semiconductors
remain an established and important part of the Group’s
business.

The strategy is supported by continued investment
in technical capabilities, equipment and workforce
development, together with close collaboration with
customers. Through these efforts, KESMI aims to
strengthen its capabilities across wafers, Known Good Die,
modules and semiconductor packages while maintaining a
disciplined approach to long-term growth.

REVIEW OF FINANCIAL RESULTS

The information in this management discussion and
analysis should be read in conjunction with the Company’s
consolidated financial statements and notes related thereto.

The Group’s revenue improved by 6% or RM12.2 million,
from RM210.5 million in the preceding year, to RM222.8
million for the current financial year ended 31 July 2026.
This was primarily attributable to increased demand for
our services in processing Al-related chips.

Interest income was lower by 14% or RM1.0 million,
following lower placement of fixed deposits at lower
interest rates.

Other income increased by RM9.9 million, due to increase
in gain on disposal of machinery and test equipment and
assets held for sale by RM6.8 million, compensation of
RM1.2 million for unfulfilled minimum orders, income of
RM1.0 million arising from accelerated deliveries, increase
in rental income by RMO0.3 million and higher gain on
disposal of spares by RM0.2 million.

Consumables used increased by 22% or RM3.8 million, to
support higher revenue.

05



MANAGEMENT DISCUSSION AND ANALYSIS

Employee benefits expense increased by 2% or RM1.3
million, primarily driven by higher variable compensation.

Depreciation of property, plant and equipment was higher
by 7% or RM3.2 million, as more machinery and test
equipment were commissioned for use in the production.

Finance costs decreased by 37% or RM1.0 million,
following repayments of bank loans.

Other expenses decreased by 8% or RM6.5 million, mainly
attributable to reduction in utilities of RM4.1 million,
reversal of impairment on trade receivables of RM0.8
million from an impairment on trade receivables of RM0.8
million and decrease in fair value loss on investment
securities of RM3.1 million. These reductions were
partially offset by increase in equipment rental expense of
RM1.7 million, as well as higher net foreign exchange loss
by RMO0.2 million.

Consequently, the Group reported a profit before tax of
RM12.9 million in the current financial year, from a loss
before tax of RM7.5 million in the preceding year.

REVIEW OF FINANCIAL POSITION, LIQUIDITY AND
CAPITAL RESOURCES

Property, plant and equipment increased by 21% or
RM27.7 million, from RM133.8 million as at 31 July 2025
to RM161.5 million as at 31 July 2026. The increase was
primarily due to net additions of RM76.2 million, offset by
depreciation charge of RM48.6 million.

Total trade and other receivables increased by 24% or
RM10.6 million, from RM44.0 million to RM54.6 million,
mainly due to higher revenue in the reporting quarter
under review as compared to the previous fourth quarter
ended 31 July 2025, as well as sale proceeds receivable
of RM2.0 million arising from the disposal of certain
machinery and test equipment.

Prepayments increased by RM4.0 million, from RM1.3
million to RM5.2 million, mainly attributable to higher
down payments for procurement of machinery and test
equipment.

Investment securities were lower by 55% or RM5.9 million,
from RM10.6 million to RM4.8 million, as a result of net
disposals of investment securities of RM5.6 million and net
fair value loss on investment securities of RM0.3 million.

Tax recoverable decreased by 93% or RM5.3 million,

from RM5.7 million to RM0.4 million, primarily due to tax
refunds received during the current year.
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Cash and short-term deposits rose by 3% or RM7.2
million, from RM210.1 million to RM217.4 million. This
represented the net cash generated from operating
activities that was partly used to fund capital expenditure
and repay loans and borrowings.

Total trade and other payables were higher by 94% or
RM27.0 million, from RM28.7 million to RM55.8 million,
largely due to higher payables for purchases of machinery
and test equipment, dividend payable, as well as higher
accrued operating expenses and sundry payables.

Total loans and borrowings increased by 14% or RM5.0
million, from RM36.0 million to RM41.0 million, following
net increase in lease liabilities of RM4.9 million.

Income tax payable increased by RM1.5 million, due to
additional tax provision made during the current year.

Deferred tax liabilities decreased by 43% or RM2.1 million,
from RM5.0 million to RM2.9 million, as a result of lower
taxable temporary differences, arising from the differences
in depreciation for tax purposes.

OPERATIONS REVIEW

KESMI continued to strengthen its burn-in and test operations
in FY2026, supporting semiconductor manufacturers across
automotive, Al/data centre, industrial, internet of things
(“IoT”) and other applications.

Business activity improved during the year following
the softer market conditions experienced in FY2025.
Automotive semiconductors remained a core part of
KESMI's operations, with the Group securing new business
for IC drivers, power amplifiers and microcontrollers.

The Group also expanded its business across a broader
range of devices, including power management ICs, power
modules, timing devices and battery chargers. These
devices support applications spanning Al/data centres,
automotive, IoT and battery systems, reflecting the
growing breadth of KESMI's business.

In higher-power applications, KESMI added new business
for AI GPU power modules and GaN power devices. The
Group also continued its customer engagement for wafer
probing, further broadening its capabilities across the
semiconductor testing value chain.

Operational  efficiency and financial  discipline
remained important priorities throughout FY2026.
KESMI continued to manage its resources prudently,
monetize underperforming assets while strengthening
its capabilities to support existing and new customer
requirements. Together with improved business
activity, these efforts contributed to the Group’s return
to profitability.
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MANAGEMENT DISCUSSION AND ANALYSIS

During FY2026, KESMI achieved ISO 45001 Occupational
Health and Safety Management System certification,
strengthening the Group’s approach to identifying
and managing workplace health and safety risks. The
certification reflects KESMI's continued commitment to
providing a safe and healthy working environment for
its employees and supporting responsible, sustainable
operations.

Sustainability remained an integral part of KESMI's
operations and long-term strategy. In FY2026, the Group
achieved a 3-star FTSE4Good ESG rating.

Looking ahead, KESMI will continue to build on its
established automotive semiconductor business while
pursuing opportunities in AI power and advanced power
applications. The Group will also continue to develop its
testing capabilities in line with customer requirements.

RISKS

The semiconductor industry continues to operate in
a complex environment, with changes in global trade
conditions and cross-border technology controls creating
uncertainty across semiconductor supply chains. These
developments may affect supply chain conditions and
investment decisions across international markets.

At the same time, the increasing allocation of foundry
capacity towards Al-related products may result in
fluctuations in loading, production schedules and delivery
requirements. Disruptions to energy supplies may further
contribute to inflationary and operating cost pressures.

Growth also remains uneven across semiconductor
end markets. While investment in AI infrastructure is
driving strong demand for memory, Al accelerators and
networking semiconductors, the increasing concentration
of industry growth around AI creates greater exposure
to changes in the pace of infrastructure investment.
A slowdown or delay in Al-related investment could
therefore affect semiconductor demand.

Automotive remains a key market for KESMI, with
semiconductor demand influenced by vehicle production,
the pace of electrification and changing market conditions
across regions. Changes in vehicle demand and the pace
of electrification may therefore influence semiconductor
demand across the automotive market.

Rapid technological change presents a further risk. As
semiconductor devices become more complex and power
requirements increase, testing requirements continue
to evolve. For KESMI, this requires careful alignment of
investments in equipment, technical capabilities and
workforce skills with evolving customer requirements and
the pace of market adoption.
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Against this backdrop, KESMI will continue to manage
its resources prudently, maintain operational discipline
and strengthen its technical and workforce capabilities
while responding to changes in customer and market
requirements.

PROSPECTS AND OUTLOOK

KESMI enters FY2027 from a stronger position following
its return to profitability in FY2026. While semiconductor
demandremainsunevenacross end markets, developments
in AI infrastructure and automotive electronics continue
to create opportunities in areas relevant to the Group’s
burn-in and test expertise.

The semiconductor industry is being shaped increasingly
by investment in AL infrastructure. According to
Gartner, worldwide semiconductor revenue is forecast
to reach approximately USD1.56 trillion in 2026, driven
by strong demand for memory, AI accelerators and
networking semiconductors. For KESMI, increasing
computing and power requirements are creating
opportunities across power management and higher-
power semiconductor applications, building on the
Group’s burn-in business for AI GPU power modules.
Continued investments in quality systems, together with
improvements in operational execution and productivity,
will support the Group in addressing the increasing
complexity and performance requirements of Al-related
semiconductor devices.

Automotive remains an important market for KESMI
as electrification and increasingly sophisticated
vehicle electronics continue to reshape semiconductor
requirements. According to Gartner, the global automotive
semiconductor market is forecast to reach approximately
USD150 billion by 2034, presenting longer-term
opportunities for the Group to build on its established
automotive semiconductor business.

Looking ahead, KESMI will focus on opportunities where
its established burn-in and test expertise can address
evolving customer requirements. The Group will remain
selective in its investments, strengthen its technical
capabilities and maintain operational discipline as it works
towards sustainable long-term growth.

DIVIDEND POLICY

KESMI does not have a stated dividend policy. However,
we have a track record of paying a proportion of our
sustainable earnings as dividends. Such payments are
dependent on a number of factors, such as earnings, cash
requirements, capital commitments, general economic and
industry environments which are reviewed and considered
by the Board.
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BOARD OF DIRECTORS

MR SAMUEL

LIM SYN SO0

Aged 72, Male, Singaporean
Executive Chairman and
Chief Executive Officer

Mr Samuel Lim has been on the Board since 6 September
1986 and was last re-elected on 11 January 2024.

Mr Lim is Founder, Executive Chairman and Chief Executive
Officer of the Company and Sunright Limited in Singapore,
a company listed on the Mainboard of the Singapore
Exchange Securities Trading Limited. He led the Company
to become the world’s largest independent provider of
burn-in and testing services.

A fifty year veteran of the local semiconductor industry, he
has been credited with 3 joint patents for testing of devices.

He holds a Diploma in Industrial Engineering (Canada).
Prior to the establishing of KESM Industries Berhad, Mr Lim
held senior positions including engineering, manufacturing
and marketing in U.S. multinational companies based in
Asia and USA.

Mr Lim also sits on the Board of several other private
companies in Singapore, Malaysia, Philippines and USA.

Mr Lim’s holdings in the securities of the Company are as
follows: -

Direct Indirect
Holdings Holdings
Ordinary Nil 20,825,000

Shares (Deemed interest by virtue
of his substantial interest in

Sunright Limited)
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MR KENNETH

TAN TEOH KHOON

Aged 69, Male, Singaporean
Executive Director

Mr Kenneth Tan was first appointed to the Board on
20 January 1992 and was last re-elected on 15 January 2025.

Mr Tan is responsible for the Group’s strategic direction,
corporate affairs, investor relations and oversees the
financial management of the Group.

Prior to joining the Group in 1987, he worked in an
international accounting firm, a major property group in
Singapore and subsequently in a diversified multinational
group in the manufacturing and packaging industries.

Mr Tan is currently an executive director of Sunright Limited
and also sits on the Boards of several other private limited
companies in Singapore, Malaysia, China, Philippines and
USA.

Mr Tan holds a Bachelor of Accountancy degree from the

National University of Singapore and is a Fellow Member of
the Institute of Singapore Chartered Accountants.
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BOARD OF DIRECTORS

MR KUA CHOH LEANG
Aged 62, Male, Malaysian
Senior Independent
Non-Executive Director

Mr Kua was first appointed to the Board on 1 May 2023 and
was last re-elected on 14 January 2026. He is the Senior
Independent Director and Chairman of the Audit Committee
and Nominating Committee.

Mr Kua began his career in 1984 with Ernst & Young,
Malaysia, holding various positions and was a partner from
2009 till his retirement in 2019. His 35 years of experience
saw him auditing and providing business advisory to many
companies in various industries.

He currently sits on the Board of BGMC International Ltd, a
company listed on the stock exchange of Hong Kong.

Mr Kua is a member of Malaysian Institute of Certified Public
Accountants and Malaysian Institute of Accountants.

MS LIM MEE ING

Aged 75, Female, Singaporean
Non-Independent
Non-Executive Director

Ms Lim was first appointed to the Board on 19 February
1990 and was last re-elected on 15 January 2025. She
is also a member of the Audit Committee and Nominating
Committee.

Ms Lim holds a Diploma from the Institute of Bankers,
and has more than 18 years of working experience in the
banking profession before her retirement in 1990. From
1973 to 1990, she worked with the Singapore Branch
of Barclays Bank PLC in various senior positions. Prior
to her exit, she was responsible for marketing the global
securities and custodian services of the bank. Ms Lim was
also a director of Barclays Bank (S) Nominees Pte Ltd from
September 1982 to March 1990. She was a member of the
Committee on Securities Industry of the Association of
Banks in Singapore from September 1987 to March 1990.

KESM INDUSTRIES BERHAD ¢ ANNUAL REPORT 2026

DATO’ DR. SUHAZIMAH

P
\ BINTI DZAZALI
\h - Aged 63, Female, Malaysian
\§ ) Independent Non-Executive

Director

Dato’ Dr. Suhazimah was first appointed to the Board on
1 May 2023 and was last re-elected on 14 January 2026.
She is a member of the Audit Committee and Nominating
Committee.

Dato’ Dr. Suhazimah has over 35 years of working
experience in public services related to Information and
Communications Technology (“ICT”). She held senior
and top management positions throughout her career,
notably her position as Deputy Director-General (ICT)
which carries the responsibility of the Government Chief
Information Officer (GCIO) in the Malaysian Administrative
Modernization and Management Planning Unit (MAMPU)
at the Prime Minister’s Department from 2014 and retired
from public service in October 2020.

Dato’ Dr. Suhazimah currently sits on the Board of Pertama
Digital Berhad, a Main Market Listed Company. She is also
a Director of Cahya Suria Services Sdn. Bhd.

Dato’ Dr. Suhazimah graduated with a Master of Science
and a Bachelor of Science in Computer Science from
Northrop University, California, USA, as well as a
Doctorate in Information Security Management from
University of Malaya. She obtained the Certified Disaster
Recovery Professional qualification from the EC Council,
USA, in 2010. In 2013, she received the Special Award
on Cyber Security Professional of the Year, from CSM-ACE
2013, coordinated by MOSTI, Cyber Security Malaysia and
National Security Council.
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KEY SENIOR MANAGEMENT

MR SAMUEL LIM SYN SO0, aged 72, male, Singaporean, Executive Chairman and Chief Executive Officer.

His profile is set out on page 8 of this annual report.

MR KENNETH TAN TEOH KHOON, aged 69, male, Singaporean, Executive Director.

His profile is set out on page 8 of this annual report.

MR LIM CHEE SENG, aged 63, male, Malaysian, was appointed Chief Operating Officer of the Group in February 2025.
Mr Lim joined the Group in 1991 as Plant Manager, overseeing its burn-in services operations. Throughout his tenure,
he has been instrumental in transforming and expanding the Group’s service capabilities from semiconductor burn-in to
testing services, while playing a key leadership role in establishing and growing its operations across Malaysia and China.
With over three decades of experience in semiconductor operations and business development, Mr Lim brings extensive
industry knowledge and operational leadership to the Group. As Chief Operating Officer, he is responsible for the
overall performance and strategic direction of the Group’s operations, driving operational excellence, strengthening
technological capabilities and spearheading business expansion initiatives to enhance competitiveness and support
sustainable long-term growth.

Prior to joining the Group, Mr Lim served as Operations Manager of a liquid crystal display manufacturing company.

He holds a Bachelor of Science in Physics from University of Malaya.

Mr Lim does not have:

(i)  any directorship in public companies and listed corporations;

(i)  any family relationship with any Director and/or major shareholder of the Company;

(iii) any conflict of interest with the Company or its subsidiaries; and

(iv) any conviction of offences (excluding traffic offences, if any) within the past five years and there were no

public sanctions or penalties imposed by the relevant regulatory bodies during the financial year ended
31 July 2026.
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OTHER INFORMATION ON DIRECTORS

1. FAMILY RELATIONSHIP

None of the Directors has any family relationship with other Directors and/or substantial shareholders of the
Company except for Ms Lim Mee Ing, who is the spouse of Mr Samuel Lim Syn Soo.

2. CONFLICT OF INTEREST

The Group has entered into recurrent related party transactions with parties in which certain Directors of the
Company, namely Samuel Lim Syn Soo, Kenneth Tan Teoh Khoon and Lim Mee Ing have direct or indirect interest
in these parties. Please refer to the disclosures under Note 23(i) in the accompanying financial statements and in
the Circular to Shareholders dated 26 October 2026 which is despatched together with this Annual Report. Save as
disclosed, none of the other Directors have any conflict of interest with the Company or its subsidiaries.

3. CONVICTION OF OFFENCES
None of the Directors has been:

(i)  convicted of any offences within the past five years (other than traffic offence); or

(ii) imposed with any public sanction or penalty by the relevant regulatory bodies during FY2026.

4. DETAILS OF ATTENDANCE AT BOARD MEETINGS HELD IN FY2026

Name of Directors No. of Meetings Attended Percentage
Mr Samuel Lim Syn Soo 5out of 5 100
Mr Kenneth Tan Teoh Khoon 5outof5 100
Ms Lim Mee Ing 5 out of 5 100
Mr Kua Choh Leang 5outof 5 100
Dato’ Dr. Suhazimah Binti Dzazali 5outof5 100
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CORPORATE INFORMATION

BOARD OF DIRECTORS

Mr Samuel Lim Syn Soo
(Executive Chairman & Chief Executive Officer)

Mr Kua Choh Leang
(Senior Independent
Non-Executive Director)

AUDIT COMMITTEE

Mr Kua Choh Leang (Chairman)
Dato’ Dr. Suhazimah Binti Dzazali (Member)
Ms Lim Mee Ing (Member)

NOMINATING COMMITTEE

Mr Kua Choh Leang (Chairman)
Dato’ Dr. Suhazimah Binti Dzazali (Member)
Ms Lim Mee Ing (Member)

COMPANY SECRETARY

Ms Leong Oi Wah
(MAICSA 7023802)

REGISTERED OFFICE

802, 8" Floor

Block C, Kelana Square

17 Jalan SS7/26

47301 Petaling Jaya
Selangor Darul Ehsan
MALAYSIA

Tel: 603-7803 1126

Fax: 603-7806 1387

Email: oiwah@epsilonas.com

SHARE REGISTRAR

Boardroom Share Registrars Sdn. Bhd.
(Registration No. 199601006647
(378993-D))

11t Floor, Menara Symphony

No. 5, Jalan Prof. Khoo Kay Kim
Seksyen 13

46200 Petaling Jaya

Selangor Darul Ehsan

MALAYSIA

Tel: 603-7890 4700

Fax: 603-7890 4670

Email: BSR.Helpdesk@boardroomlimited.com
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Dato’ Dr. Suhazimah Binti Dzazali

Mr Kenneth Tan Teoh Khoon
(Executive Director)

Ms Lim Mee Ing
(Non-Independent
Non-Executive Director)

(Independent
Non-Executive Director)

AUDITORS

Ernst & Young PLT
Chartered Accountants
Level 23A, Menara Milenium
Jalan Damanlela

Pusat Bandar Damansara
50490 Kuala Lumpur
MALAYSIA

PLACE OF INCORPORATION

UEIEVSE]

COMPANY REGISTRATION NO.
197201001376 (13022-A)

STOCK EXCHANGE LISTING

Bursa Malaysia Securities Berhad
Main Market

STOCK NAME
KESM

STOCK CODE
9334

SECTOR
Technology

SUB-SECTOR

Semiconductors

WEBSITE

www.kesmi.com
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ADDITIONAL COMPLIANCE INFORMATION

1. UTILISATION OF PROCEEDS RAISED FROM ANY CORPORATE PROPOSAL

There were no proceeds raised from corporate proposal in FY2026.

2. AUDIT AND NON-AUDIT FEES

The amount of audit and non-audit fees incurred for services rendered to the Group and the Company by the External
Auditors is disclosed in Note 8 of the audited financial statements included in this Annual Report. The non-audit
fees mainly paid or payable to member firms of Ernst & Young PLT, were for the guidance on sustainability reporting.

3. MATERIAL CONTRACTS

There were no material contracts entered into by the Company and its subsidiaries involving Directors’ and major
shareholders’ interests, either still subsisting at the end of the FY2026 or entered into since the end of the previous
financial year.

4. DISCLOSURE OF FINANCIAL DATA FOR SHARIAH SCREENING

Pursuant to Paragraph 9.25A of the Main Market Listing Requirements, below are the financial data that are
relevant for purpose of Shariah screening by the Shariah Advisory Council of the Securities Commission Malaysia.
These include financial data on Shariah non-permissible income arising from the Group’s business activities and
interest-based financial position.

(a) Group Total Income and Total Assets

Group

Total Income g b

RM’000 RM’000
Revenue 222,783 210,546
Interest/Finance income 5,758 6,730
Dividend income 307 393
Other income 12,645 2,770
Total 241,493 220,439
Total Assets 452,033 415,192

(b) Business Activities

Group
. . o 2026 2025
Shariah Non-Compliant Activities RM’000 RM’000
Interest income 2,143 2,474
Dividend income received from conventional instruments 78 70
Total 2,221 2,544
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(c) Component of Financial Position

(i) Cash Component

Group
. 2026 2025
Islamic Account/Instruments RM’000 RM’000
Deposits with licensed bank 125,200 120,000
Total Cash 125,200 120,000

Conventional Account/Instruments

Cash and bank balances (exclude cash on hand) 21,274 19,556
Deposits with licensed bank 70,884 70,557
Other cash equivalents (cash on hand) 8 8
Total Cash 92,166 90,121
(ii) Debt Component
Group
Islamic Financing 2026 2025
RM’000 RM’000
Current
Term loans 3,472 19,493
Non-Current
Term loans - 3,472
Total Financing 3,472 22,965
Group
Conventional Borrowing 2926 2925
RM’000 RM’000
Current
Hire purchase payables 1,615 96
Revolving credit and loans - 1,847
Term loans 8,720 6,000
Non-Current
Hire purchase payables 2,509 42
Term loans 19,229 523
Total Debt 32,073 8,508
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SUSTAINABILITY REPORT

ABOUT KESM INDUSTRIES BERHAD
[GRI 2-1, 2-6]

Headquartered in Malaysia with operating facilities across Asia, KESM Industries Berhad and its subsidiaries (“KESMI”
or the “Group”) offer high-quality burn-in and testing to the semiconductor industry. Listed on the Main Market of
Bursa Malaysia Securities Berhad, KESMI provides exceptional service excellence to our customers.

Primarily involved in assuring the reliability and functionality of integrated circuits by eliminating defects that occur
during semiconductor manufacturing process, KESMI offers seamless and complete burn-in and test solutions for
semiconductor manufacturers. KESMI provides innovative and value-adding solutions to our customer products
whilst our customers focus on their core competencies. We also adopt internationally recognised certifications and
quality standards in our manufacturing processes, thus providing equivalent outcomes required by our customers
end markets.

ABOUT THE REPORT
[GRI 2-2, 2-3]

Our ninth annual Sustainability Report covers the sustainability policies and practices of KESMI entities in Malaysia'
and China? for the period from 1 August 2025 to 31 July 2026 (“FY2026”). Where applicable, historical performance
data is also included for comparative purposes.

This report has been prepared with reference to the Global Reporting Initiative (“GRI”) Standards 2021. The GRI
Sustainability Reporting Standards have been considered most suitable for KESMI's sustainability reporting framework
as the standards are recognised globally and are the most widely adopted global standards for sustainability reporting.

This year, through a phased approach, KESMIis disclosing its fourth Task Force on Climate-related Financial Disclosures
(“TCFD") Report to embrace the TCFD recommendations and better manage climate risks and opportunities.

This report has further taken reference from the International Financial Reporting Standards (“IFRS”) Sustainability
Disclosure Standards shaped by the International Sustainability Standards Board (“ISSB”). In FY2025, KESMI had
conducted a gap analysis to identify the areas for alignment for reporting against IFRS S1 and S2 climate-related
disclosures. This year, we continue to close the identified gaps to improve alignment against ISSB Standards, this
includes expansion of Scope 3 Categories. Moving forward, this will allow us to strive towards compliance with the
ISSB Standards in future reporting years, in line with regulatory requirements.

STATEMENT OF ASSURANCE

[GRI 2-5]

Assurance undertaken

In strengthening the credibility of the Sustainability Report, selected aspects/parts of this Sustainability Report for

the period from 1 August 2025 to 31 July 2026 have been subjected to an internal review by an outsourced internal
auditor and have been approved by KESMI's Audit Committee.

" KESM Industries Berhad, KESP Sdn. Bhd. and KESM Test (M) Sdn. Bhd.
2 KESM Industries (Tianjin) Co., Ltd
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Subject matter

The subject matters covered by the internal review include the following indicators:

Anti-corruption » Total number and percentage of employees who have received trainings and
communicated on anti-corruption by employee category
» Total number of business partners who have communicated on anti-corruption

policies
Supply chain management » Proportion of spending on local suppliers
Economic performance * Economic value generated, distributed and retained

Labour practices and standards | « Total and average hours of training by gender and employee category

Energy management » Total energy consumption

Emissions management * Scope 1 and 2 emissions in tonnes of CO2e

* Scope 3 emissions in tonnes of CO2e — Category 1 (Purchase of Goods and
Services), Category 2 (Capital Goods), Category 4 (Upstream Transportation)
and Category 9 (Downstream Transportation)

Scope
The boundary of the internal review includes all companies within the Group’s operational control.
External assurance has not been sought for this report. However, KESMI will consider seeking external assurance for

its sustainability report as its sustainability reporting process matures over time. We welcome feedback that would
help improve our sustainability efforts. Please direct any feedback to sustainability@sunright.com.

OUR SUSTAINABILITY COMMITMENT AND GOVERNANCE
[GRI 2-12, 2-13, 2-14, 2-16, 2-17, 2-22]

KESMI is firmly committed to sustainability, a commitment that guides our business. This dedication to sustainability
is integrated throughout all levels of the Group, influencing both our business conduct and our responses to the
evolving risks and opportunities in the semiconductor and electronics manufacturing industry.

Our established sustainability governance structure helps facilitate the management and oversight of this agenda.
The Board and Executive Directors of KESMI are responsible for reviewing and approving KESMI's direction for
sustainability policy and programmes, and ensuring that sustainability is embedded into the strategic direction of the
Group and its operations. To achieve this, the Board continuously maintains an effective governance framework for
sustainability within the Group.

The Board has formed a sustainability committee, comprising the Group Controller and Chief Operating Officer, to
drive and implement the sustainability policies and practices of KESMI, champion sustainability KPIs, monitor its
sustainability-related performance and eventually provide an annual update to the Board for review and appraisal.

To ensure effective integration of sustainability across the Group, the Board is committed to reviewing and assessing
material information, enhancing their knowledge and ability to provide quality and professional reviews, and
ensuring that sustainability risks and opportunities are incorporated into KESMI's strategic directions. Likewise,
senior management is guided by sustainability KPIs benchmarked against industry practices, considering economic,
environmental, social and governance-related risks and opportunities, where applicable. In addition, climate-related
risks and opportunities along with relevant sustainability metrics such as Scope 1 and 2 emissions are supported by
the relevant departments and reported to the Board annually. Further, these departments receive in-house training as
needed whenever new sustainability metrics are introduced.

KESMI recognises that it is of utmost importance for board members to have sufficient understanding and knowledge
of sustainability issues to effectively discharge the above duties and carry out their role of sustainability governance.
Directors attend sustainability-related trainings to equip themselves with knowledge on enhanced sustainability
reporting requirements and sustainability matters such as corporate sustainability, climate risks and human rights.
These ongoing trainings help widen their sustainability knowledge and keep abreast with the latest regulatory
developments and any emerging topics.
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STAKEHOLDER ENGAGEMENT

[GRI 2-29]

KESMI values the relationships we have built with our key stakeholders. We recognise the need to understand their
concerns and expectations. Using various platforms, we continue to maintain regular engagement with stakeholders,
especially those who are identified to cause significant impacts or those who could potentially be significantly affected
by KESMI's operations.

Table 1: KESMI's approach towards stakeholder engagement

Purpose of Key areas of Engagement Frequency of
engagement concern platforms engagement

SHAREHOLDERS

8%

Provide regular and
timely updates about
KESMI's performance
to enable key
shareholders to make

KESMTI's financial
health and industry
reputation
Sustainability
performance

Press releases
Announcements
Media conference
Annual report
Annual general

Periodic
Quarterly

As necessary
Annual
Annual

informed investment meeting
decisions. * Analyst/investor * As necessary
meetings
CUSTOMERS
* Maintain international + Service quality « Industry events * Frequent
* Xy certifications and * Timely delivery e Customer * Periodic
Qe) standards to ensure satisfaction
- a»

the quality, safety and
efficiency of products,
services and systems
(e.g. ISO 9001:2015
certification, ISO
14001:2015
certification, IATF
16949:2016
certification, ISO
27001: 2022
certification,
1S045001: 2018
certification)

surveys and
scorecards
Customer visits to
our plants

As necessary

EMPLOYEES AND OUTSOURCED WORKERS

o
-0
llLto

Implement non-
discriminatory
Human Resources
(“HR™) policies

Provide deserving
remuneration, welfare
and benefits

Provide relevant
trainings (safety and
job specific)

Fair employment
and well-being
Occupational
health and safety

Training and
development

Electronic updates
and newsletters

Annual
performance
appraisals
Company events
and staff bonding
sessions

Trainings

Periodic

Annual

Periodic

Periodic
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Purpose of Key areas of Engagement Frequency of
engagement concern platforms engagement

CONTRACTORS AND SUPPLIERS

» Conduct fair suppliers’ + Business * Project tenders » As necessary
2 screening process opportunities
gauii gp PP
el « Conduct regular * Feedback on * Suppliers’ » Periodic
suppliers’ evaluation performance evaluation
process meetings
REGULATORS
* Keeping abreast with « Compliance + Statutory * Periodic
the latest regulatory to regulatory reporting
m requirements requirements + On-site inspections * As necessary
LOCAL COMMUNITY
» Participate in * CSRinitiatives * CSR programmes * Periodic
[0)Ne] Corporate Social
fﬁ% Responsibility (“CSR”)
i activities
* Provide employment <« Employment +  Teaming with * Annual
opportunities through opportunities local technical
our business institutions for
job training

and internship
opportunities

MATERIALITY ASSESSMENT
[GRI 3-1, 3-2]

On an annual basis, KESMI reviews the material matters to ensure their continued relevance amidst global and
industry’s environmental, social and governance (“ESG”) trends. In FY2026, the Board has determined that all material
matters continue to be relevant to the business. KESMI also remains conscious of potential sustainability matters
that may be of investor concern due to their significant environmental and social impacts. For matters currently not
deemed material to KESMI, we have existing management systems and internal controls that enable us to carry out
our ongoing commitment to enhancing our ESG impacts and reducing environmental footprint where practicable.

Figure 1: KESMI's Materiality Assessment Process

Identification

A preliminary list of potential sustainability matters was identified through review of KESMI's business
strategy, market landscape, regulatory requirements and leading sustainability practices.

Prioritisation

Through an unbiased and anonymous voting exercise, these sustainability matters were prioritised based
on the significance of the impact of each issue, considering both the perspectives of internal and external
stakeholders.

Validation
The results of the exercise were mapped into a materiality matrix, which was approved by the Board.

Assessment/Review

In FY2026, a review of the material matters was conducted. It was concluded that the existing six identified
material matters remained relevant for reporting. KESMI will continue to conduct annual reviews of its
material matters to ensure that it continues to consider critical sustainability matters relevant to its business
across the years.

ENCINE
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Figure 2: KESMI'’s Sustainability Matters and Corresponding GRI Topics

Not Material

Significance and influence on
external stakeholders

T—— —

1 Corporate governance and
business ethics

Importance to KESMI’s business

Adherence to responsible business
practices in terms of anti-corruption
and corporate governance

GRI 205: Anti-corruption

2 Regulatory compliance

Compliance with all regulatory
requirements, including
environmental, labour, health and
safety regulations

GRI 2-27: Compliance with Laws
and Regulations

3 Economic performance

Sustaining economic growth
through responsible supply chain
management and contribution of
economic value

GRI 201: Economic Performance
GRI 204: Procurement Practices

4 Energy and carbon footprint

Efficient use of energy to minimise
carbon footprint from our operations

GRI 302: Energy
GRI 305: Emissions

5 Occupational health and safety

Protecting the physical and mental
well-being of all employees and
workers

GRI 403: Occupational Health
and Safety

6 Fair employment practices

Equal opportunities and treatment for
all employees and workers

GRI 401: Employment

GRI 404: Training and Education
GRI 405: Diversity and Equal
Opportunity

GRI 406: Non-discrimination

KESM INDUSTRIES BERHAD ¢ ANNUAL REPORT 2026
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UPHOLDING CORPORATE GOVERNANCE AND BUILDING AN ETHICAL CULTURE
[GRI 3-3, 2-23, 2-24, 205-1, 205-2, 205-3]

Prioritising ethical conduct and strong corporate governance practices not only establishes long-term partnerships and
confidence among stakeholders such as investors, customers and employees, but also contributes to environmental
protection and social development.

Conversely, inadequate corporate governance and ethical failures can result in reputational harm, legal ramifications
and harmful effects on the environment and society. Pursuing ethical excellence is critical for KESMIto be a responsible
corporate citizen and positively contribute to the larger global community.

KESMI understands that the long-term success and growth are directly tied to its integrity and the ethical foundations
of its business. We integrate our values and ethical beliefs throughout our value chain and our operations. To our
reputation as well as the trust earned from our stakeholders, KESMI implements a zero-tolerance policy for any form
of unethical business practices, including fraud, bribery and corruption.

Our Code of Conduct (the “Code”) contains the business policies that govern our approach to ethics, outlined within it
are our values, principles and expectations. The Code takes reference from the Responsible Business Alliance (“RBA")
Code of Conduct and has been approved by the Board. It also undergoes regular review by the management to ensure
that the policies within remain relevant and aligned with our ethical principles. More information on our governance
approach with regards to the Code can be found in our Corporate Governance Overview Statement.

In FY2026, a total of 700 (97%) employees received training and communications on anti-corruption policies across
Malaysia and China. Separately, all employees will receive communication on anti-corruption policies upon joining
the company.

The RBA Code of Conduct is a set of globally-recognised social, environmental and ethical industry standards.
These standards ensure employees are provided fair working conditions where they are treated with respect
and dignity, while business operations are conducted in an environmentally and ethically responsible manner.

As the Code is designed to be a total supply chain initiative, at a minimum, KESMI shall require its next tier
suppliers to implement the Code.

Management will monitor and review the Code on a regular basis to ensure its continued applicability and
effectiveness.
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Table 2: KESMI'’s policies relating to Business Ethics and Anti-corruption

Name of Policy Policy Description

Whistle-Blower Policy KESMI has in place a Whistle-Blower policy, which applies to all directors and
employees as well as third parties such as suppliers, contractors, sub-contractors and

XY agents. This policy, alongside internal controls, operating procedures and governance

6‘@ policies intended to detect and prevent or deter improper conduct, is intended to

encourage employees to report any potential improprieties (e.g. wrongdoing or
misconduct) as well as protect their identity.

The objectives of the policy are as follows:

* To encourage employees to confidently raise genuine concerns about possible
improprieties

* Provide ways for employees to raise concerns and receive feedback on any actions
taken as a result

+ Reassure employees that they will be protected from possible reprisals or
victimisation

Grievance Handling Policy The Grievance Handling Policy and the accompanying grievance mechanism procedure
were formulated to strengthen industrial efficiency and stability in performance. They
= ensure that grievances are handled at the lowest corporate level possible. Grievances

@\ can include any violations or threats on fair and humane treatment such as prohibition
= of sexual harassment, abuse (mental, physical or verbal), coercion, corporal
punishment etc.

Business Ethics Policy KESMI's Business Ethics Policy ensures our integrity and reliability as an organisation.
To minimise conflicts of interest or coercion of any kind from external sources, our

R —] employees are prohibited from associating with illegal cartel activities, illicit price-
.%“ fixing, deception and undesirable social behaviour as well as from dealing with
=N customers or vendors that offer rebates, commissions and other forms of illegal

remuneration.

Employees are required to fully disclose any circumstances likely to give rise to
conflicts of interest and disallowed from giving or accepting any gifts, which might
improperly influence the normal business relationship with any supplier or customer.
All company business dealings are based on ‘fair deal’ basis. All employees shall
impress upon business partners on the high business ethics and refrain from providing
or accepting bribes and kickbacks.

Purchasing Policy The Purchasing Policy sets clear guidelines on maintaining ethical relations with
vendors and suppliers while acting with integrity throughout all procedures related to
the purchasing activities of the company.
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Table 3: Number of active employees and business partners who received communication and training on anti-corruption
policies by employee category and region

FY2026

Employee Category

Direct Labour

Exempt/
Non-Exempt

Manager

Total number required to receive communication and training 151 519 48
Total nurpber and pert.:e.ntage of employees who were 148 (98%) 504 (97%) 48 (100%)
communicated on policies
Total number and percentage of employees who received training 148 (98%) 504 (97%) 48 (100%)
Communicated to 131 395 35
Malaysia
Received training 131 395 35
Communicated to 17 109 13
China
Received training 17 109 13

FY2025

Employee Category

Direct Labour

Exempt/
Non-Exempt

Manager

Total number required to receive communication and training 164 498 52
Total nurpber and pert.:e.ntage of employees who were 158 (96%) 463 (93%) 51 (98%)
communicated on policies
Total number and percentage of employees who received training 158 (96%) 463 (93%) 51 (98%)
Communicated to 141 356 37
Malaysia
Received training 141 356 37
Communicated to 17 107 14
China
Received training 17 107 14

FY2024

Employee Category

Direct Labour

Exempt/
Non-Exempt

Manager

Total number required to receive communication and training 220 561 53
Total nun.1ber and pen_:e.ntage of employees who were 170 (77%) 488 (87%) 49 (92%)
communicated on policies
Total number and percentage of employees who received training 170 (77%) 488 (87%) 49 (92%)
Communicated to 152 373 35
Malaysia
Received training 152 373 35
Communicated to 18 115 14
China
Received training 18 115 14
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Business Partners?

FY2024 FY2025

FY2026

Total nurflber of busm.e§s partners who were 130 199 118
communicated on policies

i 4
Percenta.ge of key bus.lr'less partners* who were 33% 23% 15%
communicated on policies
Malaysia 46 112 25
China 86 87 93

All directors representing the governance body of KESMI have received communications on the organisation’s
anti-corruption policies and attend ad-hoc trainings as and when deemed necessary.

Our operations in Malaysia and China have been assessed for risks related to corruption. During the year, there were

no cases of corruption brought against KESMI or its employees, a record we have consistently maintained to date and
will continue to uphold.

FY2026 Performance

Focus Area Perpetual Target

Ethical Business Conduct 0 confirmed cases of corruption within KESMI Achieved

DATA PRIVACY AND SECURITY
[GRI 418-1]

In an era where technology is continually evolving and enhancing our workplace dynamics, fostering efficient and
effective collaboration, it is paramount that we, at KESMI, steadfastly tackle the escalating threats and potential
risks posed by cyber-attacks. KESMI is committed to protecting the private information and personal data of our
customers, suppliers and employees.

Our cybersecurity measures are carefully designed to ensure legal and appropriate sharing of information. We treat
all data with extreme care, ensuring its confidentiality and upholding its integrity at all times.

The following outlines the key controls for safeguarding data privacy:

*  Protect our technology resources and assets with encryption, firewalls and antivirus software.

* Sign non-disclosure agreements between KESMI and its contractors, suppliers and customers.

*  Regularly communicate to all employees to reinforce their understanding and foster consistent compliance with
the Personal Data Protection Act in Malaysia and the Personal Information Protection Law in China.

With regard to customer privacy and data protection, there were no fines or complaints received from outside parties
or regulatory bodies. We have no record of instances concerning data breaches or complaints received from external
stakeholders.

3 Business partners include customers, suppliers and contractors.
4 Key business partners include the ten most significant customers, suppliers and contractors in each respective KESMI entities in
Malaysia and China.
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ENSURING STRICT COMPLIANCE WITH APPLICABLE LAWS AND REGULATIONS
[GRI 3-3, 2-27]

Ensuring compliance with all relevant laws and regulations is a key priority for KESMI. We respect the laws of all the
countries in which we operate, including relevant environmental and socio-economic regulations. Compliance with
the laws and regulations is inextricably linked with the long-term success of KESMI's business, as it encourages
stakeholder and investor trust, while also reflecting the long-term integrity and viability of our operations. Nonetheless,
the failure to comply with the respective ESG regulations could also lead to negative consequences, including legal
and financial penalties, environmental harm to ecosystems and potential worker exploitation compromising human
rights and ethical principles.

To maintain high standards of compliance, our policies are regularly reviewed and updated in response to changes in
regulatory requirements. In addition, all employees are required to uphold the behavioural standards outlined in the
Code, reinforcing our commitment to ethical and lawful conduct across the organisation.

Focus Area Perpetual Target FY2026 Performance

Regulatory Compliance 0 confirmed cases® of non-compliance with Achieved
environmental laws and regulations

0 confirmed cases of non-compliance with Achieved
socio-economic laws and regulations

Managing Supply Chains Responsibly
[GRI 2-6, 204-1]

KESMI's Purchasing Policy and Procedures govern the screening, selection and management of our suppliers. Our
robust Three-Step Supply Chain Management Process outlines the necessary steps for the sourcing and selection of
new items, delivery follow-up, receiving, to inspection of goods and payments.

Figure 3: Purchasing Policy and Procedures

Purchasing Policy

.....

Vendor Qualification Procedure Purchasing Procedure

Recognising that our suppliers exert significant influence | KESMI's Purchasing Procedure acts as an overall
on our supply chain, KESMI adheres to stringent criteria in | check-and-balance on all purchasing activities
selecting environmentally and economically accountable | associated with our supply chain. The provisions of
suppliers as laid out in our Vendor Qualification Procedure. | this policy encompass guidelines, procedures and the
This comprehensive procedure is an integral component of | scope of all purchases.

KESMTI's Three-Step Supply Chain Management Process.

5 Confirmed cases refer to reported cases that have material impact to the operations of KESMI.
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Figure 4: KESMI's Supply Chain Management Process

1

Internal Requisition (“IR”)

The first step of our Supply Chain Management Process is the IR process, which is facilitated by an online
system maintaining a clear audit trail of all requisition cases. Once the IR is raised, an approval process is
triggered before vendor sourcing commences and a Purchase Order is raised.

Supplier Selection/Vendor Qualification Procedure

KESMI adheres to stringent supplier selection criteria to manage our supply chain impacts on the economy,
society and environment.

The suppliers need to acknowledge and accept KESMI's Supplier Code of Conduct before engagement. The
following aspects are covered in the Code:

i Compliance with all applicable laws and regulations

ii. Prevention of, and intolerance for, corruption and all forms of bribery
iii.  Prohibition of child labour

iv.  Safeguarding the health and safety of employees

V. Upholding of human rights

Our suppliers are also expected to eliminate the use of conflict minerals to achieve 100% conflict-free
mineral sourcing. They are also responsible for performing due diligence on their supply chain as appropriate
to ensure compliance.

All suppliers are required to conform to the ISO 9001:2015 standard for quality management systems, or
higher quality management systems.

Supplier Evaluation

Our suppliers are regularly assessed to allow KESMI to improve or maintain our quality of services and
drive customer satisfaction. Where a supplier’s performance is unsatisfactory, feedback is provided to help
them identify any scope for improvement. Should the supplier continue to be negligent in improving their
performance, we may take stern actions, including the suspension of contracts.

One of the main ways for us to improve risk management and operating efficiency is the local sourcing of products
and services. As such, local sourcing has become one of the pillars of our sustainability strategy. Obtaining products
locally allows us to support economies, while also meeting our environmental and social objectives by minimising our
carbon footprint.

As part of our sustainability efforts, KESMI has consistently ensured that at least 50% of its purchases are sourced
locally. In FY2026, 91% of our procurement spending was used to purchase supplies locally in Malaysia and China,
where we operate.

Focus Area Perpetual Target FY2026 Performance
Responsible Supply Chain At least 50% of all purchases are sourced locally® Achieved
Management

6 Local purchases refer to purchases made (except for production machineries) from locally registered companies, which supply
trade and non-trade goods and services.
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SUSTAINING ECONOMIC PERFORMANCE
[GRI 3-3]

Ensuring a strong economic performance can positively impact the wider economy through the creation of job
opportunities, stimulating industry growth, improving livelihoods of local communities and contributes to overall
economic development. It can also lead to increased investments in research and development, fostering technological
advancements and innovations in the sector. At the same time, it is important to also strive for responsible economic
growth as too much emphasis on the financial performance may jeopardise employee rights or safety potentially
resulting in human rights violations, or prioritising economic advantages over environmental considerations may
result in environmental harm if not committed to sustainable practices.

Contributing Direct Economic Value
[GRI201-1]

In FY2026, KESMI recorded revenue of approximately RM223 million, representing an increase of RM12 million or
6%, compared to RM211 million in the previous financial year. The net economic value generated of RM10 million was
mainly due to greater investment in property, plant and equipment to support the growing demand for the Group’s
services. Nonetheless, global economic conditions remained challenging during the financial year, with cost pressures
continuing to affect businesses across various sectors. In particular, increases in consumables, logistics and other
operating costs continued to impact business operations.

Against this challenging environment, the Group continued to improve on operational stability and prudent asset
optimisation to mitigate the impact of rising cost. At the same time, KESMI remained focused on strengthening its
capabilities to support customers in growth areas while ensuring effective and sustainable allocation of resources.

Table 4: Economic Value Generated, Distributed and Retained from FY2024 to FY2026

FY2024 FY2025 FY2026
Economic Value Generated (RM’million)
Revenue 243 211 223
Other income from financial investments 11 9 13
Sales of assets 4 2 8
Economic Value Distributed (RM’million)
Operating costs’ (123) (111) (146)
Employee wages and benefits (95) (83) (84)
Payments to providers of capital (7) (6) (4)
Payments to governments (3) (3) -
Economic Value Retained (RM’million)
Net Economic Value Generated 30 19 10

For further details on our economic performance, please refer to the following sections in our Annual Report: Financial
Statements, Chairman’s Statement and Management Discussion and Analysis.

Community Investment

KESMI is committed to fostering social development and providing support to local communities. Our community
investment initiatives include various contributions, donations and CSR programmes, all aimed at supporting and
uplifting underserved communities. This approach not only reinforces our commitment to social responsibility but
also strengthens our community relations and aligns with our overall business objectives.

7 Operating costs include cash payments made outside the organisation for consumables, purchase of property, plant and equipment
and other expenses.
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In FY2026, KESMI contributed RM11,000 towards community initiatives and this investment has positively impacted
150 individuals, demonstrating our commitment to supporting the well-being and development of local communities.
Through these efforts, KESMI seeks to create shared value and contribute to sustainable development in the
communities where we operate.

Below is a summary of our contributions for our CSR activities in FY2026.

~

On 9 May 2026, a total of 30 employees participated
in this meaningful program to clean the river. Through
their active involvement, the employees contributed
their time and effort to improve the cleanliness of the
river and promote environmental awareness within
the community. The programme also encouraged
teamwork and strengthened employees’ commitment
to environmental sustainability and corporate social
responsibility.

Melaka River Cleaning Initiative

v

Charity Fun Run & Masquerade Walk - HOPE Bolathon\
organised by HOPE Worldwide Malaysia

On 28 June 2026, 30 employees participated in the
Charity Fun Run organised by HOPE Worldwide Malaysia
to raise funds for its Health & Well-Being Programs.
These programs provide medical support and improve
access to healthcare services for underprivileged and
underserved communities across Malaysia.

The initiative also supports community outreach
activities and programs aimed at enhancing the quality
of life of vulnerable groups. J

Corporate Cup Football Matches - HOPE Bolathon
organised by HOPE Worldwide Malaysia

On the same day, 10 employees participated in
the football match held as part of HOPE Bolathon,
promoting teamwork, employee engagement and a
healthy lifestyle.
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DEVELOP AN ENGAGED WORKFORCE AND FAIR WORKPLACE

KESMI’s Board Profile
[GRI 405-1]

KESMI recognises that diversity in an organisation is a strength. The varied backgrounds of our employees afford
them many different viewpoints, allowing them to bring new perspectives and viewpoints to our company. We also
recognise that diversity has to be implemented at all levels, including at the highest level of governance: the Board as
well as Senior Management.

Figure 5: KESMI's Board Composition

FY2024 FY2025 FY2026

By
Gender

By
Gender

By By
Age Age

By
Age
Group

Group Group

>50 years old
100%

>50 years old >50 years old
100% 100%
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Figure 6: KESMI's Senior Management Composition

FY2024 FY2025 FY2026

For more information on board diversity and composition, please refer to our Corporate Governance Overview
Statement.

KESMI's Employee and Worker Profile
[GRI 2-7, 2-8,401-1, 405-1]

In FY2026, KESMI's workforce comprised 718 employees and 735 workers across Malaysia and China, reflecting a
1% increase and 16% decrease from FY2025 respectively to optimise workforce deployment across departments to
meet operational requirements effectively.

KESMI remains committed to developing our employees to their fullest potential and we employ most of our employees
on permanent contracts and the majority of them are employed full-time. KESMI also places strong emphasis on
maintaining diversity and inclusivity in our workforce, and ensuring fair gender representation in our workforce
through a well-balanced ratio of male and female employees.

The following charts show our employee demographics by gender and region, as well as our worker demographics
supporting KESMI's business activities.

KESM INDUSTRIES BERHAD ¢ ANNUAL REPORT 2026 29



SUSTAINABILITY REPORT

Figure 7: KESMI's Employee Demographics by Gender and Region
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Table 5: Breakdown of employees by contract (permanent or temporary), gender and region

FY2024 FY2025 FY2026
Employment Type Employment Type Employment Type
DL Pemenert Temeorey g Permanert | Temeonsy | Pemenent Ty g
Male |Female| Male |Female Male Female| Male |Female Male [Female| Male |Female
Malaysia | 401 | 282 2 - 685 | 339 | 231 - 1 571 | 343 | 220 8 5 576
China 97 52 - - 149 | 91 52 - - 143 | 91 51 - - 142
498 | 334 2 - 430 | 283 - 1 434 | 271 8 5
Total 834 714 718
832 2 713 1 705 13

30
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Table 6: Breakdown of employees by employment type (full-time and part-time), gender and region

FY2024 FY2025 FY2026
Employment Type Employment Type Employment Type
Region Full-Time Part-Time |Total| Full-Time Part-Time |Total| Full-Time Part-Time | Total
Male |Female| Male |Female Male |Female| Male |Female Male |Female| Male |Female
Malaysia | 403 | 282 - - 685 | 339 | 232 - - 571 | 351 | 225 - - 576
China 97 52 - - 149 | 91 52 - - 143 91 51 - - 142
500 | 334 = = 430 | 284 - - 442 276 - -
Total 834 714 718
834 = 714 = 718 .

Table 7: Breakdown of employees by employee category, gender and age group

Employee Category

FY2026
Direct Labour Exempt/Non-Exempt Manager

By Gender

Male 30 20% 382 74% 30 63%
Female 121 80% 137 26% 18 37%
By Age Group

< 30 years old 69 46% 139 27% - -
30-50 years old 71 47% 301 58% 34 71%
> 50 years old 11 7% 79 15% 14 29%

Employee Category

FY2025
Direct Labour Exempt/Non-Exempt Manager

By Gender

Male 33 20% 367 74% 30 58%
Female 131 80% 131 26% 22 42%
By Age Group

< 30 years old 81 49% 110 22% 1 2%
30-50 years old 75 46% 316 63% 32 62%
> 50 years old 8 5% 72 15% 19 36%
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Employee Category

Direct Labour Exempt/Non-Exempt

FY2024

By Gender

Male 55 25% 412 73% 33 62%
Female 165 75% 149 27% 20 38%
By Age Group

< 30 years old 130 59% 150 27% - -
30-50 years old 84 38% 354 63% 34 64%
> 50 years old 6 3% 57 10% 19 36%

Figure 8: KESMI's Worker Demographics

FY2024 FY2025 FY2026
Suppliers Interns Suppliers Suppliers
100, 9% 2,0% 105, 12% 82,11%

871
Workers

Outsourced Outsourced Outsourced
Operators Operators Operators
1065, 91% 766, 88% 653, 89%
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In FY2026, we hired a total of 232 new employees, with a turnover of 228 employees. Given the ongoing uncertainty
in the employment landscape, we continue to monitor market trends closely.

Figure 9: Total Number of New Hires by Gender, Age Group and Region

FY2024 FY2025 FY2026
New hire rate: 24% New hire rate: 14% New hire rate: 32%
(202 New hires) (102 New hires) (232 New hires)
>50y/0 China >50y/0 China >50y/0 China
6, 3% 3,1% 9, 9% 5,5% 8, 3% 4,2%
100% 100% 100%
90% 90% 90%
80% 80% 80%
Female
70% 70% 63 70%
60% 60% 62% 60%
50% 50% 50%
40% 40% 40%
30% 30% 30%
20% 20% 20%
10% 10% 10%
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Gender Age Region Gender Age Region Gender Age Region
Group Group Group
Figure 10: Total Number of Turnover by Gender, Age Group and Region
FY2024 FY2025 FY2026
Turnover rate: 28% Turnover rate: 31% Turnover rate: 32%
(235 Employees) (222 Employees) (228 Employees)
>50y/0 China >50y/0 China >50y/0 China
7,3% 10, 4% 19, 9% 11, 5% 15, 6% 5,2%
100% 100% 100%
90% 90% 90%
80% 80% 80%
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60% 60% 60%
50% 50% 50%
40% 40% 40%
30% 30% 30%
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Fair Employment Practices
[GRI 3-3, 2-23, 2-24, 2-25, 2-26, 406-1]

Prioritising fair and equitable treatment, equal opportunities, competitive wages and fostering a positive work
environment can result in @ more engaged and productive workforce while contributing to societal development and
a positive company reputation. Conversely, unfair employment practices such as labour exploitation or discrimination
may result in workforce dissatisfaction, legal and reputational risks and violations of human rights. KESMI believes
that fair employment practices are essential for the well-being of employees, the success of the company, and its
positive contributions to the broader society.

KESMI acknowledges that our greatest asset is our human capital. Our employees and workers possess an accumulated
pool of knowledge that is invaluable to us. As such, it is imperative for us to ensure good relations with our workforce.
We strive to gather feedback from, and understand the needs of our employees, allowing us to develop measures and
policies to ensure their continued physical and mental well-being. These policies are readily available and accessible
to all employees in our organisation-wide shared folders.

KESMI also makes no compromise on fairness within our organisation. All decisions on advancement and compensation
are made purely based on merit. We have zero tolerance for any instances of preferential treatment, and we take
strong action in the case of any such occurrence.

Table 8: KESMI'’s policies on fair employment and well-being of employees and workers

Name of Policy Policy Description

Recruitment and KESMTI's hiring practices are merit-based and non-discriminatory. Our recruitment policy
Selection Policy covers the terms and conditions of the recruitment process, selection and placement
of all qualified applicants as well as current employees. We do not condone any form of

discrimination and race, colour, religion, gender, age, sexual orientation, gender identity

and expression, ethnicity or national origin, covered veteran status, protected genetic

’ information, disability, pregnancy, political affiliation, union membership and marital status.

Grievance Procedures/ In line with our commitment to understand employee concerns, all our employees are

Mechanism encouraged to voice their concerns through the feedback channels provided. KESMI also has
in place a standardised grievance reporting mechanism that allows workers to report their
grievances without fear of reprisal or retaliation. This mechanism covers both our employees

@ and foreign workers, who are able to submit their concerns in their native language, and the

HR department will seek the assistance of a translator for investigation and provision of
solutions. Overall, this ensures that the case will be investigated promptly by our dedicated
HR team that is specialised to deal with such matters.

Labour and Human Our commitment to ensure proper labour and human rights practices is in line with our

Rights Standards CSR goals. We acknowledge the importance of ensuring a safe, conducive and healthy

environment for our employees, customers, vendors and shareholders as part of our strategy

N""W and operating initiatives. We value the diversity of our workforce, freedom of expression

:E: and feedback provided by our employees. If employees have safety concerns regarding

= their work environment or they feel their workspace is not conducive for daily work and
productivity, they are encouraged to immediately voice their concerns to their supervisor.

KESMI has zero tolerance for racism, verbal abuse, discrimination and derogatory remarks.
Our policy also firmly opposes child labour and forced labour with these principles embedded
in our Code. KESMI prohibits all forms of forced labor including bonded labor, slave labor
and prison labor. We also prohibit child labor, defined as employing anyone under the age
of 15, below the age required to complete compulsory education, or under the country’s
minimum legal working age, whichever is highest.

We expect the highest ethical standards from all our employees and will not hesitate to
suspend, dismiss or report rogue employees to the relevant authorities. This policy is also
available in Mandarin Chinese for the ease of understanding and benefit of employees at our
China facility.

In FY2026, there were no substantiated complaints concerning human rights violations.
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Name of Policy Policy Description

Benefits Policy We show appreciation to our employees by providing competitive pay, a healthy work-life

balance and benefits. Our comprehensive benefits policy that is allotted to all our employees

9 covers medical benefits, public holidays, service awards, annual salary review, gifts on
5(:) occasions, etc.

KESMTI's fair employment practices extend throughout our operations, meaning we also practise fairness in our dealings
with our outsourced workers. We conduct quarterly audits on any contractor that provides large numbers of outsourced
workers to our operations; audits include a review of worker pay slips to ensure timely and fair compensation. Monthly
audits are also conducted on the accommodations furnished to our foreign workers by external vendors, and audit
reports will be provided to KESMI upon request. No significant findings have been raised from these audits to date.

As part of our commitment to build a culture of ongoing feedback in KESMI, the HR department conducts regular
dialogue sessions to receive any grievances, concerns and feedback raised by our employees and workers. Furthermore,
as part of our formalised employee grievance mechanism (see Figure 11) employees who feel unfairly treated or are
experiencing any workplace discrimination to approach their supervisor or use our HR feedback channel, and these
issues may be escalated as needed in order to ensure that they are fully resolved.

Figure 11: KESMI's Employee Grievance Mechanism

Concerned

. employee

Submit Employee Grievance Form to his/her
supervisor, or supervisor’s Manager if the
issue pertains to his/her supervisor

If supervisor fails to act upon complaint
or provide an acceptable solution within
2 days

Escalate issue to supervisor’s
. 2 Manager (in general, the Head of
Grleva nce Department)

mechanism

If the Manager fails to take appropriate
measures within 2 days and the
employee is unsatisfied with the
proposed solution

Entitled to raise
issue to the
Responsible
Business Alliance
Compliance Officer
representative

3  Escalate issue to HR Manager

If the emp[oyee is still If the HR Manager fails to take
unsatisfied with any appropriate measures within 2 days and the employee is
proposed solution Appeal to unsatisfied with the proposed solution

Division/Plant

Manager

InFY2026, no substantiated complaints were received from our employees regarding unfair or discriminatory employment
practices within KESMI.
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Employee Engagement and Training
[GRI 404-1]

To improve employee welfare and well-being, KESMI has introduced measures and activities to demonstrate
appreciation to our staff. Creating positive experiences at the workplace is likely to have a positive impact on employee
productivity, work quality and retention.

We continue to implement the “perfect attendance incentive” programme, whereby any employee in the production
area with a perfect attendance record are entered into a lucky draw for cash prizes and other rewards.

It is also important to us that our employees are allowed to upskill themselves and remain relevant. In FY2026, our
employees underwent an average of 35 hours of training covering topics that develop their soft skills as well as
technical topics on equipment and machinery safety, purchasing management and knowledge on the various ISO
standards. The breakdown of the training hours can be found below.

Table 9: Breakdown of training hours by gender and employee category

FY2024 FY2025 FY2026

Total training |Average training| Total training |Average training| Total training |Average training

By Gender

Male 16,751 335 12,121 282 14,952 338
Female 12,216 36.6 9,320 328 10,508 38.1
By Employee Category

Direct 8,279 37.6 4435 27.0 5,374 35.6
Labour

Exempt/ 19,084 34.0 14,584 29.3 17,601 33.9
Non-Exempt

Manager 1,605 303 2.422 46.6 2,485 518

Our Training Department continues to hold training sessions for our operators and technicians. Ensuring the quality
of our staff also helps to ensure that they deliver quality services to our customers.

Figure 12: Failure Mode and Effects Analysis (FMEA) Training for employees

Focus Area Perpetual Target FY2026
Performance

Fair 0 complaints from Achieved
Employment | employees to
Practices regulatory authorities

pertaining to unfair

or discriminatory

employment practices
Employee Maintain a minimum of | Achieved
Engagement | 20 training hours per
and Training | employee each year
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FOSTERING A SAFETY CULTURE
[GRI 3-3,403-1, 403-2, 403-3, 403-4, 403-5, 403-6, 403-7, 403-9, 403-10]

Establishing effective management of occupational health and safety plays a pivotal role in promoting a safe and healthy
working environment, thereby enhancing employee morale and job satisfaction. A safer workplace also decreases the
danger of work-related accidents, lessens the likelihood of employee absenteeism and reduces turnover, resulting
in a more stable and skilled staff, which can support the sector and company’s economic growth. On the other
hand, insufficient safety precautions could harm employees’ health and well-being, raise the possibility of workplace
accidents, and severely harm KESMI's reputation, affecting our ability to attract talent and do business.

KESMI has implemented a Health and Safety Policy, outlining our objectives and approach towards ensuring the health
and well-being of our staff® in the workplace. This policy includes the procedures, guidelines and best practices that all
employees and workers must adhere to in order to mitigate health and safety risks in the workplace. Our Occupational
Health and Safety Management System (“OHSMS”) which the Group, including its subsidiaries, are required to comply
with, is developed with reference to local safety regulations and covers all our employees and workers in our operating
locations. This system ensures that employees and workers are provided with necessary health and safety protections
aligned with industry standards.

As part of our commitment to continuously strengthening our occupational health and safety practices, KESMI
operates an OHSMS aligned with international standards and has obtained ISO 45001:2018 Occupational Health
and Safety Management System certification. The OHSMS incorporates a risk-based approach, with processes to
identify and assess occupational health and safety risks, monitor and review control measures and drive continuous
improvement. This approach reinforces KESMI's commitment to maintaining a safe and healthy working environment
while continuously strengthening risk management and enhancing our occupational health and safety performance
across our operations over time.

Hazard Identification and Risk Assessment

Identifying and minimising hazards is a key part of our Health and Safety approach. Hazard identification is carried
out through monthly safety walks, and any hazards identified along with any proposed mitigation measures, are
then evaluated during the monthly safety meeting. KESMI's safety policies and guidelines contain a list of identified
hazards, as well as steps and procedures for our staff, which when adhered to, minimise the risks posed to our staff.
Some of the hazards identified include:

*  Cuts from handling sharp blade edges
*  Slips, trips or falls

*  Firerisks

*  Vehicles

* Slippery floors

Our safety personnel are regularly trained and updated with the latest safety practices to ensure that risks are
properly identified and controlled. Operators are briefed by the Head Supervisor before every work shift, to stress
the importance of adhering to safety protocols. This contributes to the overall effectiveness of the OHSMS, which is
essential in safeguarding the health of our staff.

8  Covering employees and workers.
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Figure 13 elaborates on the systematic process established to identify and eliminate hazards, towards continued
improvement of the OHSMS.

Figure 13: Process of Hazard Identification, Risk Assessment and Improvement of OHSMS

Hazard Identification and

Risk Assessment Elimination of Hazards
* Regular safety walks/meetings and Minimisation of Risk
» Inspection of equipment, * Use of Hierarchy of Controls
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mandatory training and
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management and legislation
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* Methodical and timely audits

*  Review programmes regularly
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appropriate personnel to perform
remedial action and risk control

* Regular safety meetings to review
and propose improvements to
Standard Operating Procedure

Incident Investigation

In line with our Health and Safety approach, KESMI has implemented a systematic process that enables quick
identification and remediation of hazardous situations that occur. Operators who discover a work hazard or believe
that they have been placed in an unsafe working environment, are required to immediately voice their concerns to
their supervisor.

Supervisors are then expected to assess the situation and rectify potential safety issues before allowing their operators
toresume work. Once the hazard has been dealt with, the Safety, Health and Environment (“SHE”) committee will launch
an investigation and generate a report of the incident. Follow-up actions will be taken by the relevant stakeholders.

KESMI's Code of Conduct protects any staff who report hazards from receiving backlash in any form. This encourages
constant mindfulness around safety and safeguards the collective health and safety of our staff.

Occupational Health Services and Promotion of Worker Health
KESMI has identified several related potential occupational health hazards present in our operating sites. As a
supplement to the mandatory physical health check-up for all new employees, we provide specific occupational health

services for each employee role and the specific related hazards; annual medical check-ups for employees and workers
handling chemicals, as well as annual audiometric check-ups for those working in high noise areas.
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First aid treatment is provided for the affected personnel for any minor injuries that occur, and transportation to the
nearest hospital is immediately arranged for more severe injuries. As part of our OHSMS, we engage only certified
service providers who are required to comply with all international and national OHS standards and regulations.
Bearing in mind that we operate in multiple jurisdictions, we have made the OHS readily available in several languages.
We also engage our staff through surveys and rating systems that help us to evaluate the effectiveness of our OHSMS,
which allows us to constantly improve the quality.

For the continued well-being of our staff, we provide services such as annual health screenings and consultations at
company-approved clinics. Voluntary blood tests and indoor/outdoor activities are also organised for our staff with
external providers during working hours. We collect feedback from our staff at the end of each activity so that we can
gauge its success and find ways to improve our programmes for the following year.

Worker Participation and Training

The effectiveness of our OHS policies and programmes are enhanced by the active involvement of our staff. Our
employees are provided with OHS training such as training for management staff, first aid and CPR training for
designated workers, as well as safety training for all operations staff annually. For operators exposed to specific
hazards (e.g. chemicals), they are given the appropriate hazard-specific trainings.

Figure 14: Fire training with Bomba (Fire and Rescue Academy of Malaysia)

Table 10: Breakdown of employees trained on health and safety standards

FY2024 FY2025 FY2026
Malaysia 644 565 565
China 149 138 141
Total 793 703 706

Aformal joint management-worker SHE committee has also been established to engage our workers in OHS consultation
and communication process. The committee is involved in the development and regular review of the safety and health
programmes, as well as in promoting safety awareness throughout the organisation.
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Figure 15: Worker Participation, Consultation and Communication on OHS
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KESMI has taken proactive steps, guided by government-mandated advisories, to protect the health and well-being of
our stakeholders and employees, implementing relevant measures to ensure a safe workplace for all.

InFY2026, KESMI recorded zero fatalities among employees and workers. One recordable injury was reported involving
a non-executive employee who sustained an injury to her left foot while handling goods in a company vehicle after
accidentally falling from a stool. Following the incident, corrective actions have been taken to reinforce safe handling
practices and prevent similar incidents from recurring.

As detailed in our OHS policy, a root cause analysis is conducted for every incident to identify contributing factors
and determine appropriate corrective and preventive actions. The findings are used to strengthen existing safety

measures and support the continuous improvement of workplace safety practices.

Table 11: Breakdown of work-related injuries for all employees and workers

EMPLOYEES FY2024 FY2025 FY2026

Number of man-hours worked 1,810,634 1,532,580 1,534,786

Number and rate of fatalities as a result of _ _ _ _ _ _

work-related injuries

Number and rate of high-consequence : : : . : _

work-related injuries

'Nl',lm.ber and rate of recordable work-related 1 0.55 . . 1 0.65

injuries

Lost time injury rate 0.55 - 0.65

Main types of work-related injuries AR e Not Applicable Foot injur
P . machinery PP jury

WORKERS FY2024 FY2025 FY2026

Number of man-hours worked 2,919,007 2,242,103 1,854,879

Number and rate of fatalities as a result of
work-related injuries

Number and rate of high-consequence
work-related injuries

Number and rate of recordable work-related
injuries

Lost time injury rate

Main types of work-related injuries

Not applicable

Not applicable

Not applicable

40
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Table 12: Breakdown of work-related ill-health for all employees and workers

EMPLOYEES

Number of fatalities as a result of
work-related ill-health

FY2024

FY2025

FY2026

Number of recordable work-related ill-health

Main types of work-related ill-health

Not applicable

Not applicable

Not applicable

WORKERS

FY2024

FY2025

FY2026

Number of fatalities as a result of
work-related ill-health

Number of recordable work-related ill-health - - -

Main types of work-related ill-health Not applicable Not applicable Not applicable

Focus Area FY2026 Performance

Perpetual Target

Occupational Health and Safety 0 work-related fatalities and injuries 1 minor injury

PROTECTING THE ENVIRONMENT

Energy and Carbon Footprint
[GRI 3-3,302-1, 302-3, 305-1, 305-2, 305-3, 305-4]

Efforts to prioritise energy efficiency and carbon reduction not only benefit the company through cost savings and
regulatory compliance but also contribute to environmental conservation, climate change mitigation and sustainable
development. However, the lack of adequate measures to manage our carbon footprint could result in environmental
problems, including air pollution, which can also negatively impact local communities and human health.

KESMI acknowledges our responsibility towards the environment. Now more than ever, with the rising global spotlight
on climate issues, we view it as crucial to ensure the environmental sustainability of our business. Our operations
are guided by the Environmental Management System (certified to ISO 14001:2015) as well as other relevant local
Energy Policies. Our Code of Conduct also codifies our expectations regarding certain environmental standards such
as resource conservation, dealing with hazardous substances, wastewater and solid waste and air emissions.

In FY2026, total energy consumption comprised fuel consumption and electricity consumption, amounted to
253,373 GJ, increase of 4% from 243,108 GJ in FY2025. Of the total consumption, mobile combustion included
mobile gasoline as the main fossil fuel used, along with a minimal amount of diesel and liquefied petroleum gas,
accounting for 438 GJ in FY2026, an increase of 21% from the previous year due to increased consumption. The
increase in electricity consumption by 4% to 252,935 GJ was primarily resulted from higher machine utilisation to
support higher production level.
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Figure 16: KESMI's Total Energy Consumption (GJ) and Intensity by revenue (GJ/RM’000)
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Figure 17: KESMI's Fuel Consumption from
non-renewable sources
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Figure 18: KESMI'’s Electricity Consumption
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Figure 19: KESMI’s Scope 1 Emissions® (tCO2e) and Scope 1 Intensity by revenue (tCO2e/RM’million)
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Figure 20: KESMI's Scope 2 (Indirect) Emissions (ktCO2e) and Scope 2 Intensity by revenue (tCO2e/RM’million)
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9 Scope 1 fugitive emissions are due to leakage of other greenhouse gas from residential and commercial air conditioning

including heat pumps, and medium and large commercial refrigeration.
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In FY2026, our Scope 1 emissions experienced a decline of 3%, bringing emissions down to 1,572 tonnes C0O2e. The
decrease was primarily driven by lower consumption of refrigerant gases. Scope 2 emissions increased by 4% to
49 kilotonnes CO2e, mainly due to higher production level and correspondingly, increase in electricity consumption
across the operations. Furthermore, the intensity values remain stable, reflecting KESMI's continued efforts to
maintain overall energy efficiency and operational productivity.

Our Scope 3 emissions encompass all indirect emissions resulting from both upstream and downstream activities
within KESMI's value chain. By analysing these indirect value chain emissions, KESMI gains essential data that informs
its decarbonisation efforts. This enables KESMI to identify the most significant emission sources within the value
chain, prioritise areas for action, and develop targeted strategies for emission reduction.

KESMI had prioritised its Scope 3 inventorisation process by disclosing emissions under Category 1': Purchase
of Goods and Services, Category 2: Capital Goods'', Category 6: Business Travel — Air and Road'?, and
Category 7: Employee Commuting'3. This year, KESMI further enhanced its GHG emissions inventory by expanding its
Scope 3 emissions coverage to include two more categories, Category 4: Upstream Transportation and Distribution
and Category 9: Downstream Transportation and Distribution. This expansion provides a more comprehensive
assessment of KESMI's value chain emissions and strengthens the completeness of our greenhouse gas reporting.
Category 4 covers emissions from third-party transportation and distribution services purchased by KESMI, including
the transportation of purchased goods from suppliers to KESMI's operations and other inbound and outbound
logistics activities. Category 9 covers emissions from the transportation and distribution of KESMI's products after
they are sold, where these services are not purchased by KESMI. These emissions occur after products leave KESMI's
operational control and reflect the downstream transportation impacts across the value chain.

The total Scope 3 emissions for FY2026 from these six categories amounted to 7,791 tonnes CO2e, as outlined in
the pie chart below. Moving forward, KESMI will continue to develop mechanisms to track and disclose other relevant
Scope 3 categories.

Figure 21: Breakdown of Scope 3 GHG emissions by category for FY2026

Scope 3 GHG Emissions by Category (tonnes CO2e)

1,469, 19%

— . 3,437,44%

1,018, 13%
49, 1%

29, 0%

1,789, 23%

W Category 1: Purchase of Goods and Services Il Category 2: Capital Goods
Il Category 4: Upstream Transportation and Distribution Category 6: Business Travel
Il Category 7: Employee Commuting Il Category 9: Downstream Transportation and Distribution

10 Category 1 includes all upstream emissions from the production of goods and services purchased by KESMI, such as tooling, office
supplies and outsourced services. These emissions occur throughout the supply chain, from extraction to delivery.

"' Category 2 accounts for the emissions from the production of capital goods. This refers to long-term assets such as machinery and
equipment which are used in KESMI's operations over several years.

2. Category 6 includes emissions resulting from the combustion of fuels used for the transportation of KESMI's employees for
business-related activities in aircraft and vehicles. Examples include business flights between countries for client meetings and the
use of taxis or ride-hailing services for transportation to client meetings.

3 Category 7 captures the emissions associated with employee commutes between their homes and their worksites, determined by
the mode of travel and commuting distance.
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Table 13: Breakdown of Scope 3 GHG emissions (tonnes CO2e) by category’™

Scope 3 GHG Emissions (tonnes CO2e) FY2024 FY2025 FY2026
Category 1: Purchase of Goods and Services - 3,216 3,437
Category 2: Capital Goods - 586 1,789
Category 4: Upstream transportation and distribution - - 29
Category 6: Business Travel 32 43 49
Category 7: Employee Commuting 1,077 1,028 1,018
Category 9: Downstream transportation and distribution - - 1,469
Total 1,109 4,873 7,791

KESMI will continue to closely monitor our energy consumption, perpetually nurturing of a culture of electricity
conservation and the implementation of initiatives, aimed at reducing our environmental footprint.

Focus Area FY2026 Performance

Perpetual Target

Energy Consumption 2% reduction in year-on-year electricity 4% increase'

consumption

In addition to our commitment to reducing energy consumption, KESMI is actively exploring the potential of affordable
renewable energy sources in the regions where we operate.

During the year, KESMI procured 1,740 MWh of renewable energy for one of our facilities in Malaysia through the
Green Electricity Tariff program, an initiative by the Malaysian Government aimed at offering the choice of green
electricity derived from renewable energy sources.

Installation of Solar-Powered Lightings at the Facility Compound

KESMI has recently installed 10 solar-powered lighting systems
around the facility compound to utilise renewable energy and
reduce reliance on grid electricity for outdoor lighting.

4 Scope 3 emissions for Categories 1 and 2 are newly disclosed starting FY2025. In addition, Categories 4 and 9 are newly disclosed
starting in FY2026. Hence, the Group is unable to obtain historical data due to data collection constraints from certain operations.

S The total energy consumption in FY2026 has been reduced by 23% since KESMI's first disclosure of total energy consumption in
FY2018 being the base year.
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Water Management
[GRI 303-1, 303-2, 303-5]

KESMI recognises the crucial relevance of water as a finite resource and the need to protect it for future generations.
Our commitment to water management begins with the effective use of water in our operations and the promotion of a
water-saving culture among our staff. We constantly monitor and analyse our water consumption in order to discover
areas for improvement and to reduce our water impact.

Total Water Consumption (ML) and Intensity
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The effluents discharged from our facilities typically include water used for cleaning and cooling. All of our facilities
strictly adhere to the relevant local laws and regulations regarding effluent and wastewater discharge. We regularly
send samples of the effluents discharged from our facilities to a third-party laboratory for testing. During the financial
year, we fully complied with all local regulatory requirements in Malaysia'® and China'’.

METHODOLOGY

This section details definitions, methodologies and data boundaries otherwise not already specified, applied to the
sustainability performance data disclosed in our Sustainability Report. They are made with reference to GRI Standards
Glossary 2021, internationally recognised standards and the reporting guidance set out in the respective GRI
topic-specific disclosures. The GRI topic-specific disclosures covered are listed out in the GRI Content Index of this report.

Employee and Worker

Employee is defined as an individual who is in an employment relationship with the Group, according to its national
law. KESMI's employee profile can be broadly broken down by employee level as defined below:

Direct Labour: Operators and inspectors

Exempt/Non-Exempt: Technicians and executives

Manager: All levels of managers including senior management and above
Senior Management: Head of Departments and above

Worker is defined as an individual whose work, or workplace, is controlled by the Group. KESMI's workers include
outsourced operators and suppliers (including outsourced service providers), such as cleaners, who are directly
involved in daily production activities.

6 Malaysia’s Standard B under Environmental Quality (Industrial Effluents) Regulations 2009
7 China’s Integrated Wastewater Discharge Standard (GB8978-1996)
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Employee New Hire and Turnover

The rate of new hires takes the total number of new hires over the total number of employees as at 31 July 2026,
expressed as a percentage. Likewise, the rate of turnover takes the total number of turnovers over the total number
of employees as of 31 July 2026, expressed as a percentage.

Training

Average training hours per employee takes the total training hours for the financial year over the total number of
employees recorded as of 31 July 2026.

Occupational Health and Safety

According to the International Labour Organisation, an occupational accident is an unexpected and unplanned
occurrence, including acts of violence, arising out of or in connection with work which results in one or more workers
incurring a personal injury, disease or death. The coverage for occupational accident cases includes employees and
workers at all KESMI operations.

With reference to GRI 403: Occupational Health and Safety Standard, the different types of occupational accidents
are defined as follows:

+ High consequence work-related injuries are work-related injuries that result in a fatality or in an injury from which
the worker cannot, does not, or is not expected to recover fully to pre-injury health status within 6 months.

*  Work-related injury is an injury that results in any of the following: death, days away from work, hospitalisation,
medical treatment beyond first aid, or loss of consciousness.

*  Work-related ill-health indicates damage to health and includes diseases, illnesses and disorders.

Recordable work-related injury rates and recordable high consequence work-related injury rates are calculated based
on 1,000,000 hours worked, using the formula of the total number of injuries divided by the number of hours worked
multiplied by 1,000,000. Lost time injury rate accounts for incidents that resulted in at least one day of missed work
calculated based on 1,000,000 hours worked. The number of hours worked refers to the total estimated working hours
based on standard hours of work, taking into account entitlements to periods of paid leave of absence from work.

Non-compliance Incidents

Such incidents refer to non-compliance with social, economic and environmental laws and/or regulations applicable
to the Group, brought through dispute resolution mechanisms and/or resulting in:

+  Significant fines
. Non-monetary sanctions

Energy Consumption and Greenhouse Gas (“GHG”) Emission Data

Energy consumption and GHG emissions data cover operations in Malaysia and China. The total energy consumption
is expressed in joule (“J”) or multiples while emissions are expressed in tonnes of carbon dioxide equivalent
(“tonnes CO2e” or “tC02e”) or multiples for Scope 1 and 2 emissions respectively. The unit of measurement for total
energy consumption in the report generated from Bursa Malaysia CSI Platform is expressed in megawatts, calculated
by dividing gigajoules with 3.6.

For petrol, diesel and liquefied petroleum gas, CO2, methane (“CH4") and nitrous oxide (“N20") were included in the
GHG calculation. Default emissions factors were sourced from the 2006 IPCC Guidelines for National Greenhouse Gas
Inventories while the global warming potential (“GWP”) values were sourced from the 2020 IPCC Sixth Assessment
Report (“AR6”) for relevant gases disclosed.

The Electricity Grid Emissions Factors (“GEF”) used in the calculation of Scope 2 emissions for FY2026, FY2025 and

FY2024 have been obtained from the Institute for Global Environmental Strategies (“IGES”) database, at the time of
publication.
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The following table details the GEF values (in kgC02/kWh) used for the relevant geographies:

FY2024 FY2025 FY2026 Source

Malaysia 0.6448 0.6448 0.6448 Institute for Global Environmental

Strategies (“IGES”) 2026 database, last
updated for 2017

China

0.9714 0.9350 0.9531 Institute for Global Environmental
Strategies (“IGES”) 2026 database for
China (North China Grid), last updated
for 2024

KESMI commenced the process of developing its Scope 3 inventory in accordance with the GHG Protocol methodology
since 2024 and the remaining Scope 3 categories are not disclosed due to current data availability. The definitions
for the reported categories are:

48

Category 1 Purchase of Goods and Services: Emissions from extraction, production and transportation of
goods and services purchased or acquired by the reporting company during the reporting year excluding those
accounted for in categories 2 to 8.

o

[e]

Methodologies used and assumptions made: Spend-based method. Purchases made by KESMI during the
reporting year which are not covered in other Scope 3 categories. Each transaction was mapped to the
correspondingNorth AmericanIndustry Classification System (“NAICS”) codeanditsassociated emissionfactor.
The emission factor was further adjusted using compound inflation rate (“CIR”) from 2022 to the current year.
Source of NAICS code and emission factors: Supply Chain Greenhouse Gas Emission Factors v1.3 by NAICS-6
(U.S. Environmental Protection Agency, 2022)

Source of inflation rate: Consumer Price Index (US Bureau of Labor Statistics, 2026)

Category 2 Capital Goods: Emissions from extraction, production and transportation of capital goods purchased
or acquired by the reporting company in the reporting year.

o

o

Methodologies used and assumptions made: Spend-based method. Capital goods purchased during the year
were mapped to the corresponding NAICS code and its associated emission factor. The emission factor was
further adjusted using CIR from 2022 to current year.

Source of NAICS code and emission factors: Supply Chain Greenhouse Gas Emission Factors v1.3 by NAICS-6
(U.S. Environmental Protection Agency, 2022)

Source of inflation rate: Consumer Price Index (US Bureau of Labor Statistics, 2026)

Category 4 Upstream Transportation and Distribution: Emissions from transportation and distribution of
products purchased during the reporting year, including transportation and distribution services purchased for
inbound and outbound logistics.

[e]

Methodologies used and assumptions made: Spend-based method. Transportation and distribution of products
purchased during the year were mapped to the corresponding NAICS code and its associated emission factor.
The emission factor was further adjusted using CIR from 2022 to current year.

Source of NAICS code and emission factors: Supply Chain Greenhouse Gas Emission Factors v1.3 by NAICS-6
(U.S. Environmental Protection Agency, 2022)

Source of inflation rate: Consumer Price Index (US Bureau of Labor Statistics, 2026)

KESM INDUSTRIES BERHAD ¢ ANNUAL REPORT 2026



SUSTAINABILITY REPORT

e Category 6 Business Travel: Emissions from the transportation of employees for business-related activities in
vehicles owned or operated by third parties, such as aircraft, trains, buses and passenger cars.

o Methodologies used and assumptions made: Distance-based method for air travel and Spend-based method
for road travel.
o Source of emission factors:
m For air travel: UK Government GHG Conversion Factors for Company Reporting 2026 (UK Department for
Energy Security and Net Zero, 2026)
m Forroad travel: GHG Emission Factors Hub (U.S. Environmental Protection Agency, 2025)

e Category 7 Employee Commuting: Emissions from the transportation of employees between their homes and
their worksites.

o Methodologies used and assumptions made: Distance-based method. Distance travelled is assumed to be
the distance between employees’ homes and their worksites. Mode of transportation taken by employees is
derived from an employee survey.

o Source of emission factors: UK Government GHG Conversion Factors for Company Reporting 2026 (UK
Department for Energy Security and Net Zero, 2026)

e Category 9 Downstream Transportation and Distribution: Emissions that occur during the reporting year from
transportation and distribution of sold products in vehicles and facilities not owned or controlled by the reporting
company, where the transportation and distribution costs are not paid or borne by the reporting company.

o Methodologies used and assumptions made: Distance-based method. Distance travelled is assumed to be the
distance between the destination of the sold product in vehicles and facilities not owned or controlled by the
reporting company and the end consumer.

o Source of GHG conversion factors: UK Government GHG Conversion Factors for Company Reporting 2026 (UK
Department for Energy Security and Net Zero, 2026)

Energy and GHG Emission Intensity Ratios

Energy and GHG emission intensity ratios are expressed in tCO2e / revenue or multiples. The organisation-specific
metric (the denominator) used was revenue. The type of energy included in the intensity ratio only includes fuel and
electricity consumption within the organisation while the type of GHG emissions included in the intensity ratios only
includes Scope 1 and 2 emissions.

Water Consumption

Water consumption data for KESMI covers our operations in Malaysia and China. The total water consumption is
expressed in megalitres (“ML"), while water consumption intensity is measured in revenue or multiples.
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GRI CONTENT INDEX

Statement of use

GRI 1 used
Applicable GRI Sector Standard(s)

Disclosure

KESMI has reported in accordance with the GRI Standards for the period from
1 August 2025 to 31 July 2026.

GRI 1: Foundation 2021

No applicable sector standards

Material Topic: General Disclosures

Reference(s) or Reasons for Omission

Organisational Profile

2-1 Organisational details About KESM Industries Berhad (page 15)

2-2 Entities included in the organisation’s About the Report (page 15)

sustainability reporting

2-3 Reporting period, frequency and contact point About the Report (page 15)

2-4 Restatements of information Not applicable

2-5 External assurance Statement of Assurance (pages 15-16)

2-6 Activities, value chain and other business About KESM Industries Berhad (page 15) and

relationships Managing Supply Chains Responsibly (pages 24-25)

2-7 Employees KESMI's Employee and Worker Profile (pages 29-33)

2-8 Workers who are not employees KESMI's Employee and Worker Profile (pages 29-33)

2-9 Governance structure and composition Corporate Governance Overview Statement
(pages 68-77)

2-10 Nomination and selection of the highest Corporate Governance Overview Statement

governance body (pages 68-77)
2-11 Chair of the highest governance body Corporate Governance Overview Statement
(pages 68-77)
2-12 Role of the highest governance body in Our Sustainability Commitment and Governance
overseeing the management of impacts (page 16)

2-13 Delegation of responsibility for managing Our Sustainability Commitment and Governance
impacts (page 16)

2-14 Role of the highest governance body in Our Sustainability Commitment and Governance
sustainability reporting (page 16)

2-15 Conflicts of interest Details on conflict of interest can be found in the Board
Charter and Code of Conduct and Ethics publicly
available on KESM Industries Berhad's website.

2-16 Communication of critical concerns 0 substantiated cases reported.

Our Sustainability Commitment and Governance
(page 16)
2-17 Collective knowledge of the highest governance Our Sustainability Commitment and Governance
body (page 16)
2-18 Evaluation of the performance of the highest Details can be found in the Corporate Governance

governance body

Report publicly available on KESM Industries
Berhad’s website.
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2-19 Remuneration policies Corporate Governance Overview Statement (pages 68-77)
However, current remuneration policies do not
incorporate the objectives and performance of
governance bodies in relation to the management
of the organisation’s impacts on the economy,
environment, and people.

2-20 Process to determine remuneration Corporate Governance Overview Statement
(pages 68-77)

2-21 Annual total compensation ratio KESMI is unable to disclose the information due to
confidentiality constraints.

2-22 Statement on sustainable development strategy ~ Our Sustainability Commitment and Governance
(page 16)

2-23 Policy commitments Upholding Corporate Governance and Building an
Ethical Culture (pages 20-23) and Fair Employment
Practices (pages 34-35)

2-24 Embedding policy commitments Upholding Corporate Governance and Building an
Ethical Culture (pages 20-23) and Fair Employment
Practices (pages 34-35)

2-25 Processes to remediate negative impacts Fair Employment Practices (pages 34-35)

2-26 Mechanisms for seeking advice and raising Fair Employment Practices (pages 34-35)

concerns

2-27 Compliance with laws and regulations Ensuring Strict Compliance with Applicable Laws and
Regulations (page 24)

2-28 Membership associations Malaysian Employers Federation, The Free Trade
Zone, Penang Companies’ Association

2-29 Approach to stakeholder engagement Stakeholder Engagement (pages 17-18)

2-30 Collective bargaining agreements None of our employees are covered by collective

bargaining agreements. Nonetheless, our employees
in China are covered under the All-China Federation
of Trade Unions (“ACFTU"), a national federation of
work organisations that represents the interests and
safeguards the rights of workers in China. KESMI
respects the rights of its employees to join or form a
labour union.

Material Topic: Management Approach

3-1 Process to determine material topics

Materiality Assessment (pages 18-19)

3-2 List of material topics

Materiality Assessment (pages 18-19)

Material Topic: Ethical Business Conduct

Anti-corruption

3-3 Management of material topics Upholding Corporate Governance and Building an
Ethical Culture (pages 20-23)
205-1 Operations assessed for risks Upholding Corporate Governance and Building an

related to corruption

Ethical Culture (pages 20-23)
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Upholding Corporate Governance and Building an
Ethical Culture (pages 20-23)

205-2 Communication and training about
anti-corruption policies and procedures

205-3 Confirmed incidents of corruption and actions
taken

Upholding Corporate Governance and Building an
Ethical Culture (pages 20-23)

Material Topic: Regulatory Compliance

General Disclosures - Compliance

3-3 Management of material topics Ensuring Strict Compliance with Applicable Laws and
Regulations (page 24)

2-27 Compliance with environmental laws and Ensuring Strict Compliance with Applicable Laws and
regulations Regulations (page 24)

Material Topic: Economic Performance

Economic Performance and Procurement Practices

3-3 Management of material topics Sustaining Economic Performance (page 26)

201-1 Direct economic value generated and Contributing Direct Economic Value (page 26)
distributed

204-1 Proportion of spending on local suppliers Managing Supply Chains Responsibly (pages 24-25)

Material Topic: Fair Employment Practices

Employment and Non-discrimination

3-3 Management of material topics Fair Employment Practices (pages 34-35)
401-1 New employee hire and employee turnover KESMI's Employee and Worker Profile (pages 29-33)
404-1 Average hours of training per year Employee Engagement and Training (page 36)

per employee

405-1 Diversity of governance bodies and KESMI's Board Profile (pages 28-29)
employees KESMI's Employee and Worker Profile (pages 29-33)
406-1 Incidents of discrimination and corrective Fair Employment Practices (pages 34-35)

actions taken

Material Topic: Energy and Carbon Footprint

Energy Consumption and Emissions

3-3 Management of material topics

Energy and Carbon Footprint (pages 41-45)

302-1 Energy consumption within the organisation

Energy and Carbon Footprint (pages 41-45)

302-3 Energy intensity

Energy and Carbon Footprint (pages 41-45)

305-1 Direct (Scope 1) GHG emissions

Energy and Carbon Footprint (pages 41-45)

305-2 Energy indirect (Scope 2) GHG emissions

Energy and Carbon Footprint (pages 41-45)

305-3 Other indirect (Scope 3) GHG emissions

Energy and Carbon Footprint (pages 41-45)

305-4 GHG emissions intensity

Energy and Carbon Footprint (pages 41-45)
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Additional Topic: Water Management

Water and Effluents (2018)

303-1 Interactions with water as a shared resource Water Management (page 46)
303-2 Management of water discharge-related impacts =~ Water Management (page 46)
303-5 Water consumption Water Management (page 46)

Material Topic: Occupational Health and Safety

Occupational Health and Safety (2018)

3-3 Management of material topics Fostering a Safety Culture (pages 37-41)

403-1 Occupational health and safety management Fostering a Safety Culture (pages 37-41)
system

403-2 Hazard identification, risk assessment, and Fostering a Safety Culture (pages 37-41)
incident investigation

403-3 Occupational health services Fostering a Safety Culture (pages 37-41)

403-4 Worker participation, consultation, and Fostering a Safety Culture (pages 37-41)
communication on occupational health and
safety

403-5 Worker training on occupational health and Fostering a Safety Culture (pages 37-41)
safety

403-6 Promotion of worker health Fostering a Safety Culture (pages 37-41)

403-7 Prevention and mitigation of occupational Fostering a Safety Culture (pages 37-41)

health and safety impacts directly linked by
business relationships

403-9 Work-related injuries Fostering a Safety Culture (pages 37-41)

403-10 Work-related ill-health Fostering a Safety Culture (pages 37-41)

Customer Privacy

418-1 Substantiated complaints concerning breaches Data Privacy and Security (page 23)
of customer privacy and losses of customer
data

KESM INDUSTRIES BERHAD ¢ ANNUAL REPORT 2026 57



SUSTAINABILITY REPORT

TASKFORCE ON CLIMATE-RELATED FINANCIAL DISCLOSURES (“TCFD”) CONTENT INDEX

KESMI extended efforts in environmental sustainability by addressing climate-related risks and opportunities in this
year’s Sustainability Report. We strive to update disclosures with reference to the TCFD recommendations through a

phased approach.

TCFD Our Page
Recommendations | Approach Reference

Governance:

Disclose organisation’s governance around climate-related risks and opportunities

Describe the
Board’s oversight
of climate-
related risks and
opportunities

Describe
management’s
role in assessing
and managing
climate-related
risks and
opportunities

The Board, assisted by the Audit Committee (“AC”) oversees the Group’s risk
management and internal control systems, while the business unit management
identifies and assesses the material risks faced by the Group as well as the design,
implementation and monitoring of suitable internal controls to manage and mitigate
these risks.

The Board recognises its obligation to maintain a sound risk management framework
andinternal control systems, which includes developing an adequate risk management
and control framework and periodically reviewing its effectiveness, appropriateness
and integrity.

The Group has put in place a structure with formally defined lines of responsibility
and delegation of authority. A process of hierarchical reporting has been established,
which provides for a documented and auditable trail of accountability.

The Group’sinternal control procedures also encompass a series of standard operating
practice manuals and business process manuals, which serve as guidance for proper
measures to be undertaken, and are subject to regular review, enhancement and
improvement.

Our
Sustainability
Commitment
and
Governance

(page 16)

Corporate
Governance
Overview
Statement
(pages
68-77)

Statement
on Risk
Management
and Internal
Control
(pages
78-80)

Strategy:

Disclose the actual and potential impacts of climate-related risks and opportunities on the organisation’s
businesses, strategy and financial planning where such information is material

Describe the
climate-related
risks and
opportunities the
organisation has
identified over the
short, medium
and long term

KESMI has begun conducting and incorporating climate scenario analysis into its
climate reporting framework. For financial year ended 31 July 2026, the analysis
focuses on two climate pathways: the Net Zero Emissions Scenario and the Business-
as-Usual Scenario. These scenarios primarily reference the IPCC’s Representative
Concentration Pathways (RCPs) for physical risk assessment and the Shared
Socioeconomic Pathways (SSPs) for transition risk assessment. The Net Zero and
Business-as-Usual pathways were selected to provide KESMI with a comprehensive
understanding of potential impacts, allowing the company to prepare for both best
and worst-case outcomes related to physical and transition risks.

The IPCC’s RCPs and SSPs are globally recognised and widely used for mapping
potential climate pathways and socioeconomic developments. Through this qualitative
climate scenario analysis, KESMI aims to assess the company'’s resilience to climate
change across the aforementioned time horizons, ensuring that it remains agile in
addressing future climate challenges.
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TCFD Our
Recommendations | Approach

Net Zero Scenario
Warming of 2°C or lower by
the year 2100

Summary of the climate scenario analysis parameters used:

Business-as-Usual
Warming of >4°C by
the year 2100

In this scenario, the world
actively addresses climate
change by drastically
reducing greenhouse gas
emissions. This is achieved
through widespread adoption
of renewable energy,
increased energy efficiency
and cutting-edge sustainable
technologies. Countries
collaborate to reach net zero
emissions by the latter half
of the century, ensuring a
sustainable balance between
the emissions produced

and those removed from

the atmosphere, leading

to a more sustainable and
climate-resilient world.

In this scenario, the world
continues its current growth-
focused path with a strong
reliance on fossil fuels,
leading to high greenhouse
gas emissions. Technological
progress and improvements
in health and education occur,
but these developments do
not significantly reduce the
environmental impact. This
results in a sharp rise in
atmospheric carbon dioxide
levels, causing severe
climate change with extreme
weather, higher temperatures
and widespread ecological
disruption, posing serious
challenges to life on Earth.

« IPCCRCP26
« IPCCSSP1-2.6

« IPCCRCP8.5
« IPCC SSP5-8.5

*  Short-term: 2027. Selected to align with business
planning cycles and near-term operational risks.

*  Medium-term: 2030. Aligns with key regulatory and
transition milestones, including national and sectoral

decarbonisation targets.

* Long-term: 2050. Anchored to global net-zero goals and
widely adopted by peers and industries as a standard
horizon for strategic climate resilience

Brief
description
of the
scenarios

Describe the

impact of

climate-related

risks and

opportunities on

the organisation’s

businesses,

strategy, and

financial planning
Climate
scenarios
used
Time
horizons
Countries

Malaysia and China

Page
Reference
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TCFD
Recommendations

Our
Approach

The table below highlights the climate-related risks and opportunities most material
to KESMI. A phased approach will be adopted to disclose more details and quantifiable
impacts on the identified climate-related risks, opportunities and relevant mitigation
measures in subsequent reports.

Transition Risks
Transition risks are generally associated to the transition to a low-carbon economy,
which might involve governmental changes, disruptive technological advances and

changes in customer and investor preferences.

Risk Risk Potential  Time horizon & Adaptation  Risk
Type Description Impacts potential financial or Concentration
impact level Mitigation in Business
across the climate Measures Model & Value
scenario Chain
Net Business-
Zero as-Usual
Policyand Currentand Increased Continueto  The
legal emerging resources Medium work closely  concentration
climate- and costs to Il with the of this risk is
reporting implement stakeholders  in KESMI's
regulations  processes and operations in
for listed to ensure consultants ~ Malaysia and
firms compliance to keep China, where
with climate- abreast of all increasing
reporting sustainability  climate-related
regulations. reporting reporting and

developments
and
regulations

regulatory
requirements
are most likely
to impact costs
and compliance
obligations,
particularly
being a
company

listed on the
Main Market of
Bursa Malaysia
Securities
Berhad.

Potential financial impact level:
. Low

Medium I High

Page
Reference
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TCFD
Recommendations

Our
Approach

Risk
Type

Risk
Description

Potential
Impacts

Time horizon &
potential financial

impact level
across the climate

scenario
Net
Zero

Business-
as-Usual

Reputation Increasing
stakeholder
expectations
in relation
to climate
change and

emissions

Failure to
meet the
increasing
stakeholder
expectations
in relation
to climate
change and
emissions
may pose a
reputational
risk,
potentially
leading to
diminished
investor
confidence,
reduced
company
valuations
and
challenges
in retaining
skilled
workforce.

Long
term

Potential financial impact level:

. Low

Medium I High

Medium
term

Long
term

Adaptation  Risk

or Concentration

Mitigation in Business

Measures Model & Value
Chain

Engagekey  This risk is

stakeholders, concentrated

including on KESMI's

customers customer,

and investors  particularly

to understand multinational

and address  clients and

their concerns investor

to meet relations

or exceed where

their ESG expectations

expectations.  for credible
ESG
performance
and disclosure
are highest.

Page
Reference
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TCFD
Recommendations

Our
Approach

Physical Risks

Arising from the impact of weather events and widespread environmental changes,
physical risks can include increased severity and variability of extreme weather events
such as rising sea levels and changes in temperature and precipitation patterns.

Risk Risk Potential  Time horizon & Adaptation  Risk
Type Description Impacts  potential financial or Concentration
impact level Mitigation in Business
across the climate Measures Model & Value
scenario Chain
Net Business-
Zero as-Usual
Acute Increased Physical Conduct This risk is
intensity and damage or  F\Y[=lef{¥g) regular concentrated
frequency of  impairment term maintenance  in KESMI's
stormsand  of assets and facilities and
floods enhancement  supporting
of infrastructure
infrastructure in Malaysia
and China,
Increased Review where extreme
insurance Long [WeJlep insurance weather
costs term i coverage events such
as storms and
floods could
damage assets
and disrupt
operations.
Chronic Changein Increased . . Regular This risk is
average cooling MTWRRUERTUR cintenance  concentrated
temperature  demand for term term e in KESMI's
production conditioning  operations in
facilities systems Malaysia and
China, where
Explore higher average
additional temperatures
measures to  drive cooling
minimise heat demand for
absorption facilities.

of buildings
or more
efficient air
conditioning
systems

Potential financial impact level:
I | ow Medium M High

limate-rel rtuniti
KESMI acknowledges that with climate-related risks also come valuable opportunities.
The company can capitalise on these opportunities by focusing on two key areas:
energy efficiency and resource efficiency.

By implementing energy management systems and adopting energy-efficient
technologies, KESMI can significantly cut operational costs due to lower energy use,
while also reducing greenhouse gas (GHG) emissions.

Optimising the use of resources across the supply chain and within manufacturing
processes can lead to emission reductions and heightened operational efficiency.
Streamlining these processes using “Avoid-Reduce-Substitute” framework allows
KESMI to decrease production costs and minimise waste, yielding better financial
benefits.

Page
Reference
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TCFD Our Page
Recommendations | Approach Reference
Qualitative climate scenario analysis offers KESMI a wide-ranging view of how
climate change could affect their operations, considering various assumptions and
projections.
Due to the lack of comprehensive local climate change projection databases, KESMI
has utilised the latest findings from Singapore’s Third National Climate Change Study
Describe the which provides relevant climate change projections for the Southeast Asia region, to
resilience of the aid in our analysis. The study predicts an increase in rainfall on annual and seasonal
organisation’s timescales under all climate scenarios. The largest projected increase is associated
strategy, taking with the Business-as-Usual Scenario which indicates that the average annual total
into consideration | rainfall within the Southeast Asia region is projected to increase by up to 13.4%.
different climate- | On the other hand, the Net Zero Emissions Scenario suggests that the annual total
related scenarios, | rainfall within the Southeast Asia region is projected to increase by up to 5.5%.
including a 2°C or
lower scenario Transition risks, like carbon pricing, also vary by scenario. In Asia, prices could jump
by 2030 and again by 2050 in a Net Zero Emissions Scenario, affecting operational
costs. In contrast, the Business-as-Usual Scenario foresees a slower rise in carbon
pricing, with a minimal cost impact.
As KESMI advances towards detailed assessment, we aim to gain a clearer
understanding of their business resilience in the face of diverse climate scenarios.
Risk management:
Describe how the organisation identifies, assesses and manages climate-related risks
Describe the The Group has an Enterprise Risk Management (“ERM”) framework that guides the | Statement
organisation’s identification, evaluation and management of significant risks faced by the Group in| on Risk
processes for its current business environment including financial, operational, compliance and | Management
identifying and information technology risks. and Internal
assessing climate- Control
related risks Based on the qualitative climate risk assessment conducted, identified climate-| (pages
related issues were assessed based on the likelihood of occurrence and the severity | 78-80)

Describe the
organisation’s
processes for
managing climate-
related risks

Describe how
processes for
identifying,
assessing and
managing climate-
related risks are
integrated into
the organisation’s
overall risk
management

of the potential impacts as guided by the Group’s risk assessment matrix across the
selected climate scenarios and time horizons.

The prioritisation of risks also takes into account the Group’s resources, objectives,
risk tolerance, control policies and mitigation measures. The respective business
units responsible for the identified climate-related issues are also engaged to monitor
the register to assess and provide insights on the risk rating and impact on their
operations and business. The risk register is updated every quarter to evaluate the
relevance and adequacy of the identified risks and its accompanying adaptation and
mitigation measures. As part of our phased implementation approach, KESMI strives
to improve its identification and review process in the subsequent years to better
account for potential implications from the evolving nature of external factors such as
existing and emerging regulatory requirements related to climate change.

KESMI recognises that working towards our sustainability goals will necessitate
the development of sustainability competencies throughout our organisation. As a
result, we will work towards introducing training and development programs for staff
and Board members to build awareness on the topic of climate-related risks and to
prepare business units on the management of this topic.
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TCFD
Recommendations

Metrics and targets:

Our
Approach

Page
Reference

Disclose the metrics and targets used to assess and manage relevant climate-related risks and opportunities where
such information is material

Disclose the
metrics used by
the organisation
to assess climate-
related risks and
opportunities

in line with its
strategy and risk
management
process

In our Sustainability Report, we track, measure and report on our environmental
performance, including energy consumption and intensity, GHG emissions and
intensity (for total, Scope 1, Scope 2 and selected Scope 3 categories). Monitoring
and reporting these metrics assist us in identifying areas with high climate-related
risks, allowing us to direct our efforts in those areas.

Disclose Scope 1,
Scope 2, and if
appropriate, Scope
3 greenhouse

gas (“GHG”)
emissions, and the
related risks

KESMI has measured and disclosed our Scope 1 and 2 emissions in total in this
report. This year, KESMI further expanded its Scope 3 emissions coverage by
disclosing emissions under Category 4: Upstream Transportation and Distribution
and Category 9: Downstream Transportation and Distribution in addition to the
existing Category 1: Purchase of Goods and Services, Category 2: Capital Goods,
Category 6: Business Travel and Category 7: Employee Commuting.

Describe the
targets used by
the organisation
to manage climate
related risks and
opportunities

and performance
against targets

KESMI has set a perpetual target for electricity consumption to have 2% reduction in
year-on-year electricity consumption. We will continue to monitor our performance
and targets to evaluate if targets need to be reviewed whenever applicable and
practicable.

Energy and
Carbon
Footprint
(pages
41-45)
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AUDIT COMMITTEE'S REPORT

The Audit Committee (“the Committee”) is pleased to present its report for FY2026.

COMPOSITION

The Committee comprises the following directors:-

Chairman : Mr Kua Choh Leang Senior Independent Non-Executive Director
Members : Dato’ Dr. Suhazimah Binti Dzazali Independent Non-Executive Director
Ms Lim Mee Ing Non-Independent Non-Executive Director

KEY FUNCTIONS AND RESPONSIBILITIES

The Committee has clear written Terms of Reference (“TOR”) defining its functions, membership criteria, authority and
rights, duties and responsibilities, operating procedures and decision-making process.

The TOR is available on the Company’s website at www.kesmi.com.

MEETINGS AND ATTENDANCE

The Committee met four times during the year. Other Board members, corporate office staff and the Company Secretary
attended the meetings upon invitation of the Committee. The representatives of the internal and external auditors were
also present during deliberations which required their inputs and advice.

The meeting attendance record of the Committee members was as follows:

Name of Members No. of Meetings attended
Mr Kua Choh Leang 4
Dato’ Dr. Suhazimah Binti Dzazali 4
Ms Lim Mee Ing 4

SUMMARY OF THE WORK OF THE COMMITTEE
The Committee: -
Financial Reporting

1. reviewed with the external auditors their audit for the financial year ended 31 July 2025 (“FY2025") to ensure
that the audited financial statements were prepared to give a true and fair view in compliance with applicable
Malaysian Financial Reporting Standards, International Financial Reporting Standards and the requirements
of the Companies Act 2016; and discussed their audit findings and significant accounting and audit issues
arising from their audit together with their recommendations and Management’s responses; and considered
Management’s handling of impairment assessment, corrected or uncorrected misstatements and unadjusted
audit differences;
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4.

was updated by the external auditors on areas relating to National Sustainability Reporting Framework (external
assurance engagements performed in accordance with the standards as adopted by the Malaysian Institute
of Accountants and proposed framework for sustainability assurance), financial reporting developments, tax
updates on expansion of sales and service tax (“SST”) scope, tax compliance focus by the Inland Revenue Board
of Malaysia (“IRBM"), Compliance Verification Audit Programme by Royal Malaysian Customs Department, revised
transfer pricing rules and guidelines, implementation of stamp duty self-assessment system in phases, latest
Ministry of Finance and IRBM position on the stamping of employment contracts, mandatory submission of
statutory documents to MBRS, and 2% tax on dividend income received by individuals, New Investment Incentive
Framework (NIIF) introduced by the Government of Malaysia, review of tax incentives for venture capital industry,
and updates on (i) e-Invoice implementation timeline, thresholds and interim relaxation period, and (ii) key
changes to SST effective July 2025 and (iii) Stamp Duty Self-Assessment System effective January 2026 and
penalty remission for offences under Section 72D;

reviewed and recommended the audited financial statements of the Company and of the Group for FY2025 to the
Board for approval; and

reviewed the unaudited quarterly results of the Group and recommended to the Board for approval.

External Audit

reviewed the external auditors’ report on the Statement on Risk Management and Internal Control in respect
of FY2025 to ascertain that the disclosures are consistent with the Company’s established systems of risk
management and internal control prior to Board’s approval;

assessed the independence, performance and competency of the external auditors;

considered Management’s feedback on the service delivery of the external auditors and their audit fees and
recommended their re-appointment to the Board; and

reviewed with the external auditors the audit plan for FY2026, focusing on the audit engagement team, areas of
audit emphasis and impairment assessment, key audit matters, audit scoping and audit timeline.

Internal Audit

66

reviewed the internal audit plan and was satisfied that the internal auditors employed a systematic and
reasonable methodology to select suitable audit areas and the corresponding group companies targeted for audit
review;

reviewed and discussed the internal auditors’ reports which highlighted the risk profiles and assessments, their
recommendations, management responses and actions;

reviewed and discussed with the internal auditors on their follow-up audit on prior year’s audits to ensure
management had carried out the agreed actions timely;

enquired with the internal auditors and was satisfied that they did receive full information and co-operation from
management during their audit reviews;

conducted annual assessment of the competency and effectiveness of the internal auditors and was satisfied
that the audit team has the relevant qualifications, adequate expertise and experience to conduct the audit
competently and they have also demonstrated to provide quality audit performance;

received the internal review report by the outsourced internal auditor regarding the identified GRI factors
reporting made by the Company in its Sustainability Report for FY2025; and

reviewed the internal review plan by outsourced internal auditor on the identified GRI factors to be disclosed in
the Company’s Sustainability Report for FY2026.
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Related Party Transactions

1.

Others

reviewed the recurrent related party transactions (“RRPT”) of the Group quarterly to:

(i) ascertain that they were entered in accordance to the Company’s established guidelines and procedures,
and within the mandated limits, on normal commercial terms and were not detrimental to the interest of
the Company and its minority shareholders; and

(i) monitored the aggregate value transacted to determine if the threshold had been breached to warrant
immediate announcement to Bursa Securities;

recommended the aforesaid RRPT to the Board for ratification and approval; and

reviewed the Statement by Audit Committee in the Circular to Shareholders in relation to the:-

(i) proposed renewal of the existing shareholders’ mandate for RRPT of a revenue or trading nature; and
(i) proposed new shareholders’ mandate for additional RRPT of a revenue or trading nature; and

recommended to the Board to include it in the Circular.

prepared the Committee’s report in respect of FY2025 and presented it to the Board for approval and inclusion in
the Annual Report 2025; and

assessed the conflict of interest declared by certain directors. Conflicted Directors are connected with the parties
who have business dealings with the Company and its subsidiaries for purchase of equipment, provision of
management service, renting of factory space and provision of test services that are undertaken on arm’s length
basis. The Company has and will continue to address this conflict of interest situation by seeking the approval
from the shareholders for the Company to enter into the RRPT and the Conflicted Directors will abstain from all
Board deliberations and voting on matters related to this.

SUMMARY OF THE WORK OF INTERNAL AUDIT FUNCTION

During the financial year under review, the internal auditors:

1.

2.

presented the internal audit plan for the Committee’s approval at the second meeting of the Committee;

conducted audit review in accordance to the approved audit plan, which covered the following business
processes or areas:-

- Inventory and Spare Part Management

- Human Resource Management

- Procurement Control Management

- Occupational Safety, Health and Environment

and presented the audit reports to the Committee; and

carried out follow-up audit review on prior year’s audits and presented the outcome of their review to the
Committee.

The total cost incurred for the Group’s internal audit function amounted to RM80,000.
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CORPORATE GOVERNANGE OVERVIEW STATEMENT

The Board of Directors (“the Board”) is committed to ensuring that good corporate governance practices are observed
throughout the Company and its subsidiaries (“the Group”) as a fundamental part of discharging its responsibilities to
protect and enhance shareholders’ value and the financial performance of the Group.

The Board has subscribed to the principles and practices of good corporate governance practices (including the
intended outcomes) as promulgated by the Malaysian Code on Corporate Governance 2021 (“MCCG”) in leading and
managing the business and affairs of the Group in an effective and responsible manner, whilst promoting business
prosperity and corporate accountability with the ultimate objective of realising long-term shareholder value.

This Statement, prepared in compliance with the Main Market Listing Requirements (“MMLR") of Bursa Malaysia Securities
Berhad (“Bursa Securities”), provides an overview of the corporate governance practices adopted by the Company in
respect of FY2026. It is to be read together with the Corporate Governance Report 2026 (“CGR 2026") which provides
the details on how the Company has applied each Practice as set out in the MCCG during the financial year. The CGR
2026 is available on the Company’s website at URL http://kesmi.com/investor-relations/general-meetings/ as well as on
Bursa Securities’ website at www.bursamalaysia.com.

PRINCIPLE A - BOARD LEADERSHIP AND EFFECTIVENESS
I. Board Responsibilities

The Board has the overall duties and responsibilities in performing its fiduciary duties, exercising reasonable
care, skill and diligence, setting the Group’s strategic direction and ensuring that the Group was led and
managed in an effective and responsible manner so that the objectives and goals are met.

The Board is guided by the Board Charter, policies and frameworks that set out its roles, responsibilities and
matters requiring its review and approval. The Board is also supported by the Audit Committee (“AC”) and
Nominating Committee (“NC”), which assist the Board in providing independent oversight and ensuring that
appropriate governance processes are maintained.

The Board Charter, which is available on the Company’s website, sets out the roles and responsibilities of
the Board, the individual Directors as well as the role of Senior Independent Director (“SID”). It is reviewed
periodically to ensure it remains appropriate and aligned with applicable requirements and good governance
practices.

The Board has established amongst others, the following policies, which are accessible at the Company’s
website, to affirm its commitment to practice the highest level of integrity and ethics:

(a) Anti-Bribery and Anti-Corruption Policy — provide guiding principles to employees and external parties on
preventing and addressing bribery and corruption risks that may arise in the Group’s business dealings
and operations.

(b) Whistle-Blower Policy — provide guiding principles to employees and external parties on raising concerns
in good faith and in confidence, relating to misconduct, violations and improper conduct, including the
channels for reporting and protection against retaliation.

(c) Code of Conduct and Ethics — provide guiding principles to employees on maintaining high standards of
integrity, fairness and ethical conduct in the workplace, business dealings and Group operations.

(d) Directors’ Fit and Proper Policy — provide guiding principles and assessment criteria for evaluating the
suitability, quality and character, integrity, competence, experience and commitment of individuals
appointed or re-elected as Directors to discharge the responsibilities properly and effectively, in support
of effective Board oversight and sound corporate governance.

The AC and NC each comprise three non-executive directors, with a majority being independent directors; and
chaired by independent directors. The Board considers the composition of the Board Committees to provide an
appropriate balance of experience, objectivity and independent judgement in the discharge of their respective
responsibilities. These Board Committees operate within clearly defined Terms of Reference (“TOR”), which are
available on the Company’s website.
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II.

III.

Board Leadership

The Board is led by its Executive Chairman (“Chairman”), who is responsible for instilling good corporate
governance practices, leadership and effectiveness of the Board. To this end, the Chairman takes on the role of
creating an environment that enables open, robust and effective discourse between the Board members, as well
as between the Board and Senior Management, and with the stakeholders of the Company. He is supported by
the Executive Director (“ED"), who is responsible for the execution of the decisions made by the Board and the
day-to-day operations of the Group.

The positions of the Chairman and Chief Executive Officer (“CEQ”) are held by the same individual, Mr Samuel
Lim. This is a departure from Practice 1.3 of the MCCG which recommends that the positions be held by different
individuals.

The Board has taken the view that given the nature and size of the Group’s businesses, it is in the best interests
of the Company to vest both roles on the same individual. Mr Samuel Lim’s deep knowledge of the products,
experience of the business, wide contacts in the industry and visionary leadership provide strong and consistent
leadership and facilitate effective planning and expeditious execution of the Group’s business strategies.

Recognising the importance of appropriate checks and balances, a SID has been appointed to provide an
alternative channel for shareholders, stakeholders and directors to raise concerns where it would be a conflict
for the Chairman to deal with. In addition, the Chairman abstains from participating in deliberations and
decision-making on matters where he has an actual or potential interest. The Board considers these safeguards,
together with the presence of independent directors and independent Board Committee chairpersons, to provide
appropriate checks and balances and to support objective and accountable decision-making.

The Chairman is not a member of any of the Board Committees and attends their meetings in practice to
facilitate effective communication between the Board and respective Board Committees, as well as to maintain a
comprehensive understanding of matters considered by the committees.

The Board Committees are of the view that his presence is beneficial in enabling them to draw on his knowledge
and accumulated experience, and in facilitating more effective and productive deliberations. His presence in
such meetings does not compromise Board Committees’ ability to deliberate and make decisions independently
and objectively. Considering Mr Samuel Lim’s performance, professionalism and objectivity in discharging his
responsibilities, the Board fully supports the retention of the combined roles of Chairman and CEO.

Board Administration

The Board meets on a scheduled basis at least five times a year to consider and approve matters including the
quarterly and annual financial results, recurrent related party transactions, annual budgets, dividend, election of
Directors and other matters specifically reserved for its decision. Due notice is given for all scheduled meetings.
During the year under review, the Board also considered and approved matters through circular resolutions, with
sufficient information provided to facilitate informed decision-making.

The Board is supported by a professionally qualified and experienced Company Secretary, who is a Fellow
Member of the Malaysian Institute of Chartered Secretaries and Administrators, now known as the Chartered
Governance Institute of Malaysia. All Directors have direct access to the advice and services of the Company
Secretary.

As the ‘governance gatekeeper’, the Company Secretary plays an important role in supporting the proper
functioning of the Board and is accountable to the Board on matters relating to its responsibilities. The
Company Secretary assists the Chairman and chairmen of the Board Committees in developing meeting
agendas, administers and records the minutes of Board, Board Committees and shareholders’ meetings,
advises on statutory, regulatory and corporate governance matters, facilitates Directors’ training, and ensures
effective information flow between Board members, the Board and its Committees, as well as between corporate
management and the Directors.
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All Directors have full and unrestricted access to timely information which is necessary for them to discharge
their duties responsibly.

A Board meeting pack which contains the notice of meeting, the minutes of the previous meetings and relevant
meetings papers comprising reports, financial statements and other information relating to the agendas,
is circulated to the Board, and the Board Committees, a week or so prior to the meetings. In this manner,
Directors are able to study and evaluate the matters to be discussed. Directors are also able to call for additional
clarification and information to assist them in their decision-making.

Governance of Sustainability

The Board maintains structural oversight over sustainability governance, including strategies, priorities and
targets whilst Senior Management is responsible for operational execution. Stakeholders are informed of the
Group’s sustainability matters through the Sustainability Report included in this Annual Report. The Board also
keeps itself apprised with sustainability developments through briefings provided by the Sustainability consultant.

Board Size, Composition and Diversity

The Board recognises the importance of having an appropriate mix of skills, experience, knowledge and
independence to support effective decision-making. The NC assists the Board in reviewing the composition,
balance, effectiveness and succession of the Board and in assessing the suitability and independence of
directors. The Board periodically reviews its composition and effectiveness to ensure that it remains fit for
purpose and capable of exercising objective and independent judgement in the best interests of the Group and its
stakeholders.

The Company is led and managed, by an experienced Board, comprising members with a good mix of the
necessary knowledge, skills and wide range of experiences relevant to the Group.

The Board comprises five directors, which the Board considers is optimal for the Board's effective and expedient
decision-making. Three of the directors are non-executive, two of whom are independent directors (“IDs”).
The IDs provide objective oversight and constructive challenge to management during Board deliberations.
The profiles of each Director and other relevant information are set out in the “Board of Directors” and “Other
Information on Directors” sections of this Annual Report.

Although the Board does not comprise at least half IDs as recommended by the MCCG, the Company is of
the view that the effectiveness of the Board has not been compromised. The Board continues to discharge its
responsibilities effectively, supported by the professional expertise, knowledge and experience of the Executive
Chairman and ED, whose contributions have been instrumental in providing strong leadership and strategic
direction to the Group. The Directors remain committed to discharging their fiduciary duties and acting in the
best interests of the Company. The diverse perspectives and independent judgement brought by members of the
Board have effectively contributed to the success of the Group. Where a Director has an interest in a particular
matter, the Director will abstain from participating in the deliberation and decision-making process in keeping
with applicable requirements and good corporate governance practices.

Pursuant to paragraph 1.01(h) of the MMLR, the NC and Board have, subsequent to the FY2025, conducted
annual independence assessment of the IDs and concluded that they meet all the criteria of independence.
Practice 5.3 of the MCCG states that the tenure of an ID should not exceed a term limit of nine years. As at
31 July 2026, none of the IDs have served more than nine years.

The Board Diversity Policy is incorporated into the Board Charter. In considering appointments to the Board, the
NC and Board take into account various diversity factors, including, among others, ethnicity, gender and age.
Notwithstanding these considerations, the final selection of Board candidates is based on merit, having regard to
the criteria and requirements established by the Board.
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VI.

VII.

The table below gives an overview of the current diversity of the Board:

Diversity in:

Gender Male 60% | Female 40%

Race/Ethnicity Malay 20% | Chinese 80%

Nationality Malaysian 40% | Foreigner 60%

Age Group 60 - 65 Years: 40% | 66 - 70 Years: 20% | Above 70 Years: 40%

Core Competencies Accounting, banking, business acumen, engineering, finance, general management,
human resources, industry knowledge, legal, marketing, manufacturing, strategic
development and information technology.

Appointment and Assessment of Directors and Senior Management

The NC assists the Board in identifying and assessing suitable candidates and making recommendation in
accordance with the Board’s policies on identification, selection and appointment of Director. Consideration is
given to their character, integrity, competency, qualifications, experience, commitment and track record, as well
as the overall balance of skills, knowledge, experience and diversity required at Board level.

For Senior Management who are not Directors, their appointments are delegated to the EDs who assess
candidates based on the requirements of the respective roles, including their skills, qualification, character,
experience and competencies. As part of the Company’s succession planning and talent retention initiatives,
suitable internal candidates are considered first, with external recruitment undertaken where necessary.

In accordance with the Company’s Constitution, all Directors are subject to re-election by rotation at least once
in every three years at the Annual General Meeting (“AGM”), while newly appointed directors shall hold office
until the AGM following their appointment. The NC and the Board have evaluated the eligibility of the retiring
Directors, namely Mr Samuel Lim Syn Soo and Mr Kenneth Tan Teoh Khoon (collectively “Retiring Directors”) and
nominated their re-election at the upcoming AGM.

Shareholders are provided with detailed information on the Retiring Directors via the Board of Directors’ profile.
The Board’s statement relating to the reasons to support recommendation for their re-election are disclosed in
the Explanatory Notes section of the Notice of AGM.

Directors’ Training — Continuing Education Programmes

The Directors recognise the importance of continuous training to broaden their perspectives and remain abreast
of prevailing statutory and regulatory requirements. The Board considers that this is best supported through a
combination of in-house and external training programmes relevant to the Directors’ roles and responsibilities.
During the year, the Directors received updates and briefings from Management, the Company Secretary and the
external auditors, as appropriate, on governance, regulatory and industry developments, new and amended laws,
regulatory requirements and changes to the accounting standards. These updates and briefings were provided
from time to time in conjunction with the Board and Board Committee meetings to support the Directors in the
effective discharge of their duties and responsibilities.
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During FY2026, all the Directors attended the following in-house trainings:

Course Title

Dates

National Sustainability Reporting Framework (external assurance engagements
performed in accordance with the standards as adopted by the Malaysian Institute
of Accountants and proposed framework for sustainability assurance)

Tax updates on expansion of sales tax and service tax (“SST”) scope, tax
compliance focus by the Inland Revenue Board of Malaysia (“IRBM”), Compliance
Verification Audit Programme by Royal Malaysian Customs Department, revised
transfer pricing rules and guidelines, implementation of stamp duty self-assessment
system in phases, latest Ministry of Finance and IRBM position on the stamping of
employment contracts, mandatory submission of statutory documents to MBRS, and
2% tax on dividend income received by individuals

18 September 2025

Bursa Malaysia’s Main Market Listing Requirement in relation to (i) enhanced
continuing disclosure requirements and exempted related party transaction; and
(ii) revisions to the main market fees and charges

19 November 2025

Financial Reporting developments on amendments to MFRSs 7, 9, 10, 11, 18, 19,
101,108, 121, 128, 136 and 137, as at 30 December 2025

New Investment Incentive Framework (NIIF) introduced by the Government of
Malaysia, review of tax incentives for venture capital industry, and updates on
(i) e-Invoice implementation timeline, thresholds and interim relaxation period,
(ii) key changes to SST effective July 2025, and (iii) SDSAS effective January 2026
and penalty remission for offences under Section 72D

Statement on Risk Management and Internal Control Guide 2025 and Goodwill
Impairment Disclosure Guide for Listed Issuers dated 31 December 2025, issued
by Bursa Securities, and Corporate Governance Monitor 2025 issued by Securities
Commission Malaysia

10 March 2026

Amendments to Bursa Malaysia Securities Berhad Main Market Listing Requirements 16 July 2026
consequential to the revised Equity Guidelines dated 29 May 2026

and some attended the following external trainings:
Course Title Dates

Anti-Bribery and Anti-Corruption training

17 October 2025

MIA Webinar Series: Common Audit Deficiencies and Lessons from Regulatory
Finding

12 to 13 November
2025

Securities Commission Malaysia’s Audit Oversight Board’s Conversation with Audit
Committees

25 November 2025

MIA Webinar Series: Auditing Going Concern under ISA 570 — Red Flags, Risk
Assessment & Reporting

1 December 2025

Improving Quality: Root Cause Analysis

5 December 2025

ISO 37001:2025 Anti-Bribery Management Systems Awareness

22 January 2026

AIPWP — AI for Productivity in the Workplace

16 to 17 July 2026
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VIII.

Board Committees
The Board is supported by two Board Committees, namely the AC and NC.

Both Board Committees comprise three non-executive directors, with a majority being IDs, and are chaired by
IDs. The Board considers that this structure provides an appropriate level of independent oversight.

Audit Committee

The AC assists the Board in fulfilling its oversight responsibilities in relation to financial reporting, internal
controls, internal and external audit, risk management and other matters within its TOR.

The composition, TOR and summary of activities of the AC are set out in the “Audit Committee’s Report” section
of this Annual Report.

Nominating Committee
The NC assists the Board in matters relating to Board composition, succession planning, appointment and
re-election of directors, assessment of the effectiveness of the Board, Board Committees and individual directors,

as well as such other matters as may be delegated to it by the Board.

The NC comprises the following directors:

Chairman : Kua Choh Leang Senior Independent Non-Executive Director
Members : Dato’ Dr. Suhazimah Binti Dzazali Independent Non-Executive Director
Ms Lim Mee Ing Non-Independent Non-Executive Director

The NC is guided by clear written TOR, which sets out its functions, membership criteria, scope of duties and
responsibilities, operating procedures and decision-making processes. The TOR is available on the Company’s
website.

The NC met once in FY2026, with full attendance by all the NC members. During the meeting, the NC:
° reviewed the NC report for FY2025 and presented it to the Board for approval;

° evaluated the eligibility of the retiring Directors and recommended to the Board the proposed resolutions
for their re-election to be tabled at the forthcoming AGM;

° assessed and confirmed the independence of IDs; and

° conducted the requisite evaluations and assessments of the performance and effectiveness of the Board,
the Board Committees and individual Directors, as well as the fitness and probity of the Directors.

The NC assesses the effectiveness of the Board, Board Committees and individual Directors based on, among
other factors, the Board’s structure and composition, diversity of skills and experience, roles and responsibilities,
as well as the contribution, participation and effectiveness of individual Directors and Board Committees.

Based on the results of the assessments for FY2026, the NC was satisfied with the composition and overall
effectiveness of the Board and Board Committees. The Board concurred with the NC’s assessment that the
Board is of an appropriate size and well balanced in terms of skills, experience, competencies, independence
and diversity, and comprising Directors who meet the requisite fit and proper criteria, to enable the Board to
discharge its responsibilities effectively and support the Company’s current and future needs.
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IX.

Remuneration of Directors and Senior Management

The Company has not established a separate Remuneration Committee. Remuneration matters are considered
and determined collectively by the Board. The Board considers this arrangement appropriate having regard to
the Group’s size, organisational structure and remuneration framework.

In carrying out its responsibilities, the Board is guided by the Remuneration Policy for Directors and Senior
Management (“Remuneration Policy”), which is available on the Company’s website. The Policy sets out the
principles, policies and procedures for determining the remuneration of Directors and Senior Management of the
Group.

The Board reviews the Remuneration Policy periodically to ensure that it remains appropriate, competitive and
aligned with the Group’s objectives of attracting, motivating and retaining Directors and Senior Management with
the requisite skills, experience and expertise to support the effective management and sustainable performance
of the Group.

In determining remuneration, the Board considers the responsibilities, performance, experience and contribution
of the relevant directors and Senior Management, together with the Group’s performance and prevailing market
considerations. Directors who have an actual or potential conflict of interest do not participate in the relevant
deliberations and decision-making.

Details of the Directors’ remuneration for FY2026 are disclosed in the CGR 2026 under Practice 8.1. The
Company does not disclose the remuneration of the top five Senior Management personnel individually in
bands of RM50,000 as recommended under the MCCG. Instead, the Company discloses the aggregate total
remuneration paid to them.

The Board views that aggregate disclosure provides meaningful transparency on the overall remuneration of
Senior Management while balancing such transparency against considerations of confidentiality, commercial
sensitivity and the attraction and retention of Senior Management personnel.

The Board considers that this approach provides an appropriate balance between transparency and the
protection of legitimate business and employee interests, while achieving the intended outcome of providing
stakeholders with meaningful information regarding Senior Management remuneration.

For FY2026, the aggregate total remuneration paid to the top five Senior Management personnel (who are not
the ED) of the Group was about RM3.1 million.

PRINCIPLE B: EFFECTIVE AUDIT AND RISK MANAGEMENT

I.

74

Audit Committee

The Board recognises the importance of maintaining a sound system of internal controls and an effective risk
management framework to safeguard the Group’s assets, support reliable financial reporting and manage risks
arising from the Group’s operations and business environment.

The AC is tasked by the Board to oversee the integrity of the Group’s financial reporting process, the internal and
external audit functions and the adequacy and effectiveness of the Group’s internal controls, risk management
and governance framework.

The AC comprises of three Non-Executive Directors, a majority of whom, including the chairman, are IDs. The AC
is chaired by the SID, who is not the Chairman. The chairman of the AC is a Chartered Accountant and the other
members possess the requisite skills, knowledge and experience to discharge their duties and responsibilities
effectively. None of the members is a former partner of the Company’s incumbent external auditors who is
required to observe a cooling-off period of at least three years before being appointed as a member of the AC.
The profiles of the AC members and details of the training programmes attended by them during FY2026 are set
out in the “Board of Directors” and “Directors’ Training — Continuing Education Programmes” sections of this
Annual Report, respectively. A summary of the activities undertaken by the AC during FY2026 is set out in the
“Audit Committee’s Report” section of this Annual Report.

The Board had assessed the effectiveness of the AC in performing its duties pursuant to its TOR, and is satisfied
that the AC continues to discharge its duties accordingly.
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II.

III.

Iv.

External Auditors

The Company is committed to maintaining a transparent and professional relationship with its external auditors
and to ensuring the integrity and reliability of its financial reporting.

The AC maintains direct and unrestricted access to the external auditors.

The roles and responsibilities of the AC in relation to the external auditors are set out in the “Audit Committee’s
Report” section of this Annual Report.

The AC has established policies and procedures for the annual assessment of the suitability, objectivity and
independence of the external auditors. In carrying out its assessment, the AC considers, among others, the
competence, audit quality and resource capacity of the external auditors, the effectiveness and quality of the
audit services rendered, independence and the level of non-audit fees rendered, as well as the safeguards in
place to ensure that the provision of non-audit services does not compromise the objectivity and independence
of the external auditors. As part of the assessment, the AC also obtained a written assurance from the external
auditors, Ernst & Young PLT (“EY”) confirming that EY has been independent throughout the conduct of the audit
engagement in accordance with the relevant professional and regulatory requirements.

Subsequent to FY2026, the AC undertook its annual assessment of EY based on the established criteria and
was satisfied that EY remains suitable, objective and independent in carrying out its audit responsibilities for
the Company and the Group. Following the assessment, the AC recommended to the Board the re-appointment
of EY as external auditors of the Company for the financial year ending 2027. The Board, having considered the
AC’s recommendation, is satisfied with the suitability, competency, performance, audit quality, resource capacity
and independence of EY, and had recommended their re-appointment to the shareholders for approval at the
forthcoming AGM.

Risk Management and Internal Control Framework

The Board acknowledges its overall responsibility for maintaining a sound risk management and internal control
framework to safeguard the interests of the Company and its stakeholders. The AC supported the Board in
overseeing the Group’s risk management and internal control framework and regularly reviewing its adequacy,
effectiveness and integrity.

Management is responsible for identifying, assessing and managing the material risks arising from the Group’s
business activities, as well as designing, implementing and monitoring appropriate internal controls to manage
and mitigate the risks. The risk management and internal control framework encompasses, among others,
organisational structure and reporting lines, strategic planning, risk management, financial management,
operational control, regulatory and compliance controls. These measures are designed to safeguard
shareholders’ investments and the Group’s assets, protect the customers’ interests, and support the achievement
of the Group’s strategic and operational objectives.

Further details on the Group’s risk management and internal control framework, including its key features and
the processes adopted by the Board in reviewing its adequacy and effectiveness, are set out in the “Statement on
Risk Management and Internal Control” section of this Annual Report.

Internal Audit

The Board recognises the importance of maintaining a sound internal control environment as an integral
component of good corporate governance. Accordingly, the Group’s internal audit function is independently
undertaken to provide an objective and systematic assessment of the adequacy and effectiveness of the Group’s
risk management, internal control and governance processes, with impartiality, professional competence and
professional care.

The internal audit function of the Group was outsourced to Deloitte Malaysia Assurance Sdn Bhd (“Deloitte”).
Deloitte has performed the necessary objectivity and independence checks, and confirmed to the AC that
its engagement is free from any relationships or conflicts of interests that could impair its objectivity or
independence. The key internal audit team comprises of three members i.e. consultant, engagement manager
and engagement partner, who possess the appropriate qualifications, experience and expertise to discharge their
respective responsibilities.
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The internal auditors are responsible for, among others, developing the internal audit plan and determining the
scope and frequency of internal audit reviews in consultation with, but independently of, Management; presenting
the proposed internal audit plan and scope of reviews to the AC for consideration; conducting internal audit
reviews in accordance with the approved plan; and reporting their findings, observations and recommendations
to the AC, together with management’s responses and agreed action plans, where applicable.

Details of the internal audit activities undertaken in respect of FY2026 are set out in the “Audit Committee’s
Report” and “Statement on Risk Management and Internal Control” sections of this Annual Report.

The AC’s oversight of the internal audit function is also set out in the “Audit Committee’s Report” section in this
Annual Report.

Financial Reporting

The Board is responsible for ensuring that the financial statements of the Group and of the Company
are properly drawn up in accordance with the applicable approved accounting standards in Malaysia, the
requirements of the Companies Act 2016 and the applicable provisions of the MMLR, so as to give a true and fair
view of the financial position of the Group and of the Company as at the end of the financial year, and of their
financial performance and cash flows for a financial year then ended.

In preparing the financial statements, the Directors have:

° selected and applied appropriate accounting policies;
° made judgements and estimates that are reasonable and prudent; and
° ensured that financial statements comply with applicable approved accounting standards in Malaysia and

relevant statutory and regulatory requirements.

The Directors are also responsible for ensuring proper accounting and other records are maintained by the
Company and its subsidiaries, which disclose with reasonable accuracy the financial position of the Group and of
the Company, and enable Directors to ensure that the financial statements are properly prepared in accordance
with the applicable laws, regulations and accounting standards.

The Directors are further responsible for taking reasonable steps to safeguard the assets of the Group and the
Company and to prevent and detect fraud and other irregularities.

PRINCIPLE C - INTEGRITY IN CORPORATE REPORTING AND MEANINGFUL RELATIONSHIP WITH
STAKEHOLDERS

I.
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Corporate Disclosure and Stakeholders Communication

The Board recognises that timely, accurate and balanced disclosures enable shareholders and other stakeholders
to make informed assessments of the Group’s business, performance, financial position and prospects. The
Company maintains regular engagement with its stakeholders through various communication channels to keep
them informed of Group’s key developments and performance, as well as to understand and address their needs
and concerns.

The Sustainability Report in this Annual Report outlines the Company’s approach to identifying its material
stakeholders and the various channels of engagement, including announcements to Bursa Securities, press
releases, general meetings and analyst/investor engagements.

The Company’s website further serves as an accessible communication platform, providing stakeholders and
members of the public with timely information on the Group and the channels to communicate with the Company.
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II. Conduct of General Meetings

The Company acknowledges the importance of maintaining effective communication with shareholders
and providing them with opportunities to participate in general meetings and engage with the Board and
Management.

The Company’s general meetings serve as the principal forum for shareholders to engage and interact with the
Board. Shareholders may attend the meetings in person or otherwise appoint proxy or corporate representative
to attend and participate on their or its behalf respectively. The Directors are expected to attend the general
meetings, unless prevented by good reason.

Shareholders are notified of the general meetings through the notice of meeting announced to Bursa Securities
and published in a local newspaper and on the Company’s website. The Company issues the notice within the
period prescribed by the applicable requirements. Shareholders were also provided with timely access to relevant
information and documents pertaining to the agenda, which are made available on the websites of the Company
and Bursa Securities.

The Company held its 54" AGM on 14 January 2026. The notice was issued on 27 October 2025, more than
28 days before the meeting. The meeting was held in a wholly physical format, providing shareholders, proxies
and corporate representatives a direct, two-way engagement with the Directors. All the Directors, the Company
Secretary, corporate management staff and the external auditors attended the meeting. Shareholders, proxies
and corporate representatives had an opportunity to gain a better understanding of the Group’s annual financial
results, operational activities and business outlook from the presentation made by the Chairman/CEQ. They were
able to engage directly with the Board, provided feedback and raised questions relating to the agenda during the
question-and-answer session. A summary of the questions and answers was subsequently made available on the
Company’s website for the benefit of all shareholders. Electronic poll voting was conducted for all resolutions
and an independent scrutineer was present to scrutinise the voting process and verify the poll results. The
results of the votes cast for each resolution were displayed on-screen during the meeting and subsequently
announced to Bursa Securities and also made available on the Company’s website.

This Statement was approved by the Board of Directors on 22 September 2026.
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STATEMENT ON RISK MANAGEMENT AND
INTERNAL CONTROL

INTRODUCTION

The Board of Directors (“Board”) is pleased to present its Statement on Risk Management and Internal Control
(“Statement”) made pursuant to Paragraph 15.26(b) and Practice Note 9 of the Main Market Listing Requirements of
Bursa Malaysia Securities Berhad. In making this Statement, the Board is guided by Part II of Principle B, Intended
Outcome 10.0, Practices 10.1 and 10.2 read together with Guidance 10.1 and 10.2 of the Malaysian Code on Corporate
Governance and the guidelines on the “Statement on Risk Management and Internal Control (SORMIC): Guidelines for
Directors of Listed Companies (“SORMIC Guide 2025")".

The Statement gives an outline of the nature and scope of risk management and internal control practices of the Group
in respect of the financial year ended 31 July 2026 (“FY2026").

BOARD’S RESPONSIBILITY

The Board oversees the Group’s risk management and internal control systems, while the business unit management
identifies and assesses the material risks faced by the Group as well as the design, implementation and monitoring of
suitable internal controls to manage and mitigate these risks. The systems include organisational structure, strategic
planning, risk management, financial management, operational control, regulatory and compliance controls to safeguard
shareholders’ investments, customers’ interests and the Group’s assets.

The Board acknowledges its responsibility to maintain a sound risk management framework and internal control
systems, which includes the establishment of an appropriate risk management and control framework as well as
reviewing its effectiveness, adequacy and integrity. However, in view of the inherent limitations in any such system,
the Board recognises that the system of risk management and internal control is designed to manage and mitigate
risks rather than eliminate the risk of failure to achieve the Group’s internal control objectives. Accordingly, it can only
provide reasonable and not absolute assurance against material financial misstatement or loss.

The Board is supported in its risk management and internal control oversight responsibilities by:

° Business unit management — to identify, assess and implement suitable risk management and internal control
systems;
° Executive Directors, assisted by corporate management, oversee and endorse risk management and internal

control system implementation by business unit management; and

° Audit Committee — for oversight over internal control systems, financials and governance matters to provide
reasonable assurance that adverse impact arising from a foreseeable future event or situation on the Group’s
objectives is mitigated and managed.

RISK MANAGEMENT FRAMEWORK

The Group has in place an Enterprise Risk Management (“ERM”) framework (based on an internationally recognised risk

management framework) which is designed to provide consistency in the management of risks across the Group. The

ERM framework is embedded into the corporate culture, processes and structures of the Group.

The Board’s responsibilities for the governance of risks and controls include:

° setting the tone and culture for effective risk management and internal control systems;

° ensuring risk management is embedded in all aspects of the Group’s daily business and operational activities and
processes;

° reviewing and endorsing acceptable risk appetite, and determining and monitoring the nature and extent of
significant risks which the Group is willing to take in achieving its strategic objectives; and

° reviewing the risk management framework, processes and responsibilities to ensure it provides reasonable

assurance that risk management has been effective to keep it within tolerable levels.
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The Group has in place a detailed risk management process, culminating in a Board review, which identifies the key
risks facing each business unit. This information is reviewed by Executive Directors as part of the strategic review and
periodical business performance review process. ERM framework consists of the following key processes:

° policies, guidelines, procedures and documentation on strategic, financial, operational, compliance, information
technology, and environment, social and governance (“ESG”) management;

° an established and structured process for identification, assessment, communication, treatment, monitoring as
well as continual review of risks and effectiveness of risk mitigation strategies and controls within the business
unit levels for their daily operating activities and processes, aided by self-assessment risk checklist and risk
register compassing risk appetite and tolerance assessment;

° Executive Directors and corporate management meet on quarterly basis, with the business units, to review on
the Group’s key risks and Group’s risk register (which sets out the priority and focus on risk mitigation strategies
based on risk categories and ratings), and the execution and management of the risk mitigation strategies;

° continuing assessments by the Group’s internal auditors on the quality of risk management and control, and the
reports to the Executive Directors and corporate management, and the Audit Committee on the status of specific
areas identified for improvement; and

° assessment on the effectiveness of the risk management process in the Group during the financial year by the
Executive Directors and subsequently by the Board.

The Group’s customer base is concentrated amongst the top-tier semiconductor suppliers. To mitigate such risks, we
align our business strategies with these customers’ strategic plans. Notwithstanding this, we continue to avail our core
competencies and competitive advantages to the markets that we serve.

Through a phased approach, the Group has taken steps to incorporate sustainability risks, including ESG, alongside
other emerging risks, as part of its ongoing risk assessment process.

INTERNAL CONTROL FRAMEWORK

The Board is committed to conducting its business in an ethical and honest manner, and will endeavour to ensure all
its business relationship and dealings are conducted professionally and with high integrity. Accordingly, the Board
establishes Code of Conduct and Ethics, Anti-Bribery and Anti-Corruption policy, and the Whistle-Blower policy to
articulate the acceptable practices and to guide the behaviours of all directors, management and employees.

The Board acknowledges that internal control system inevitably is intertwined with the Group’s operating activities.
The Group’s internal control framework is complementary to the ERM framework where internal control policies and
procedures are designed to address key business risks, including corruption risks, prevention of asset and data loss.
The key internal control structures the Group has in place are described below.

The Group’s internal audit function is outsourced to a public accounting firm of international standing. The internal audit
function facilitates the Board in its review and evaluation of the adequacy and integrity of the Group’s internal control
systems.

The internal auditors adopt a risk-based approach and prepare its audit strategy and plan based on the risk profiles
of the business units of the Group. Audits are carried out according to the annual audit plan approved by the Audit
Committee. The resulting reports from the annual audits undertaken are presented to the Audit Committee at its
regular meetings. Board members are invited when the Audit Committee meets to review, discuss, and direct actions on
matters pertaining to the reports, which among other matters, include findings relating to the adequacy and integrity
of the internal control system of the Group. After the Audit Committee had deliberated on the reports, these are then
forwarded to the business unit management for attention and necessary actions. The business unit management is
responsible for ensuring recommended corrective actions on reported weaknesses were taken within the required
time frame.
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The annual internal audits therefore provide the Board with an independent assessment on the adequacy, efficiency and
effectiveness of the Group’s internal control systems in anticipating potential risk exposures over key business systems
and processes and in controlling the proper conduct of business within the Group.

Apart from internal audit, the Board has in place an organisation structure with formally defined lines of responsibility
and delegation of authority. A process of hierarchical reporting has been established which provides for a documented
and auditable trail of accountability.

The monitoring and management of the Group is delegated to the Executive Directors and senior operational
management. The Executive Directors through their day-to-day involvement in the business operations and regular
attendance at senior management level meetings, manage and monitor the Group’s financial performance, key
business indicators, operational effectiveness and efficiency, discuss and resolve significant business issues and ensure
compliance with applicable laws, regulations, rules, directives and guidelines. These senior management meetings serve
as a two-way platform for the Board, through the Executive Directors, to communicate and address significant matters
in relation to the Group’s business and financial affairs and provide update on significant changes in the business and
the external environment which result in significant risks.

The Group’s internal control procedures are set out in a series of standard operating practice manuals and business
process manuals, to serve as guidance for proper measures to be undertaken and are subject to regular review,
enhancement and improvement.

REVIEW OF THE STATEMENT BY EXTERNAL AUDITORS

As required by Paragraph 15.23 of the Main Market Listing Requirements of Bursa Malaysia Securities Berhad, the
External Auditors have reviewed the Statement for inclusion in the Annual Report of the Group for the financial year.
Their limited assurance review was performed in accordance with the Malaysian Approved Standard on Assurance
Engagements, ISAE 3000 (Revised), Assurance Engagements Other than Audits or Reviews of Historical Financial
Information and AAPG 3, Guidance for Auditors on Engagements to Report on the Statement on Risk Management and
Internal Control included in the Annual Report.

The Statement to be included in the Annual Report is properly prepared, in all material respects, in accordance with the
disclosures required by Section 7 of the SORMIC Guide 2025, nor is this Statement factually inaccurate.

Based on their review, nothing has come to their attention that causes them to believe that the Statement is
inconsistent with their understanding of the processes adopted by the Board in reviewing the adequacy and
effectiveness of the risk management and internal control system of the Group.

CONCLUSION

The Board has received assurance from Mr Samuel Lim Syn Soo, the Executive Chairman and Chief Executive Officer
and Mr Kenneth Tan Teoh Khoon, the Executive Director that the Group’s risk management and internal control system
is operating adequately and effectively, in all material respects, based on the risk management model adopted by

the Group.

The Board has reviewed the risk management and internal control framework and control procedures to ensure
continual effectiveness and adequacy of the system of risk management and internal control of the Group.

The Board is of the opinion that the system of risk management and internal control that has been instituted throughout
the Group was satisfactory and has not resulted in any material adverse impact that would require disclosure in the
Group’s Annual Report.

This Statement is made in accordance with the resolution of the Board of Directors dated 22 September 2026.
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The directors are pleased to present their report together with the audited financial statements of the Group and of the
Company for the financial year ended 31 July 2026.
Principal activities

The principal activities of the Company are investment holding and provision of semiconductor burn-in and testing
services.

The principal activities and other details of the subsidiaries are disclosed in Note 13 to the financial statements.

Results
Group Company
RM’000 RM’000
Profit net of tax 9,453 383

There was no material transfer to or from reserves or provisions during the financial year other than as disclosed in the
financial statements.

In the opinion of the directors, the results of the operations of the Group and of the Company during the financial year
were not substantially affected by any item, transaction or event of a material and unusual nature.

Dividends
RM’000

In respect of the financial year ended 31 July 2025 as reported in the directors’ report of that year:
Interim tax exempt dividend of 6.0 sen per ordinary share, on 43,014,500 ordinary shares,

approved on 18 September 2025 and paid on 28 October 2025 2,581
In respect of the financial year ended 31 July 2026:
First interim tax exempt dividend of 6.0 sen per ordinary share, on 43,014,500 ordinary shares,

approved on 16 July 2026 and paid on 20 August 2026 2,581

5,162

On 22 September 2026, the directors approved a second interim tax exempt dividend in respect of the financial year
ended 31 July 2026, of 4.5 sen on 43,014,500 ordinary shares, amounting to dividend payable of RM1,935,653. The
financial statements for the current financial year do not reflect this interim dividend. Such dividend will be accounted
for in equity as an appropriation of retained earnings in the financial year ending 31 July 2027.

The directors do not recommend a final dividend for the financial year ended 31 July 2026.

Directors

The directors of the Company in office since the beginning of the financial year to the date of this report are:
Samuel Lim Syn Soo*

Kenneth Tan Teoh Khoon*

Lim Mee Ing

Kua Choh Leang*

Dato’ Dr. Suhazimah Binti Dzazali*

* These directors are also directors of some of the Company’s subsidiaries.
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Directors’ interests

According to the register of directors’ shareholdings, the interest of directors in office at the end of the financial year in
shares in the Company were as follows:

Number of ordinary shares
At 1.8.2025 Acquired Sold At 31.7.2026

Deemed interest
Samuel Lim Syn Soo 20,825,000 - - 20,825,000

By virtue of his interest in shares in the Company, Samuel Lim Syn Soo is also deemed interested in shares in all the
Company’s subsidiaries to the extent the Company has an interest.

Other than as disclosed above, none of the other directors in office at the end of the financial year had any interest in
shares in the Company or its related corporations during the financial year.

Directors’ benefits

Neither at the end of the financial year, nor at any time during that year, did there subsist any arrangement to which the
Company was a party, whereby directors might acquire benefits by means of the acquisition of shares in the Company or
any other body corporate.

Since the end of the previous financial year, no director has received or become entitled to receive a benefit (other than
benefits included in the aggregate amount of remuneration received or due and receivable by the directors or the fixed
salary of a full-time employee of the Company as shown below) by reason of a contract made by the Company or a
related corporation with any director or with a firm of which the director is a member, or with a company in which the
director has a substantial financial interest.

The directors’ benefits are as follows:

Group Company
RM’000 RM’000
Directors of the Company
Executive:
Fees 167 147
Salaries and other emoluments 1,747 1,747
1,914 1,894
Non-executive:
Fees 183 163
Allowances 27 27
210 190
Total directors’ remuneration 2,124 2,084
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Indemnity and insurance for the directors and officers

During the financial year, the total amount of indemnity coverage given to directors and officers of the Company
pursuant to Director and Officer liability insurance is RM20,000,000.

Other statutory information

(@)

(b)

(©)

(d)

Before the statements of profit or loss and other comprehensive income and statements of financial position of
the Group and of the Company were made out, the directors took reasonable steps:

(i)

(i)

to ascertain that proper action had been taken in relation to the writing off of bad debts and the making
of provision for doubtful debts and satisfied themselves that there were no known bad debts and that
adequate provision had been made for doubtful debts; and

to ensure that any current assets which were unlikely to be realised their values as shown in the
accounting records in the ordinary course of business had been written down to an amount which they
might be expected so to realise.

At the date of this report, the directors are not aware of any circumstances:

(i)

(if)

(iif)

(iv)

which would render it necessary to write off any bad debts or the amount of the provision for doubtful
debts in the financial statements of the Group and of the Company inadequate to any substantial extent;

which would render the values attributed to current assets in the financial statements of the Group and of
the Company misleading;

which have arisen which would render adherence to the existing method of valuation of assets or liabilities
of the Group and of the Company misleading or inappropriate; and

not otherwise dealt with in this report or financial statements of the Group and of the Company which
would render any amount stated in the financial statements misleading.

At the date of this report, there does not exist:

(i)

(i)

any charge on the assets of the Group or of the Company which has arisen since the end of the financial
year which secures the liabilities of any other person; or

any contingent liability in respect of the Group or of the Company which has arisen since the end of the
financial year.

In the opinion of the directors:

(i)

(if)

no contingent liability or other liability has become enforceable or is likely to become enforceable within
the period of twelve months after the end of the financial year which will or may affect the ability of the
Group or of the Company to meet their obligations when they fall due; and

no item, transaction or event of a material and unusual nature has arisen 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 or of the Company for the financial year in which this report is made.
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Auditors
The auditors, Ernst & Young PLT, have expressed their willingness to continue in office.

The auditors’ remuneration of the Group and of the Company during the year are RM537,000 and RM243,000
respectively.

To the extent permitted by law, the Company has agreed to indemnify its auditors, Ernst & Young PLT, as part of
the terms of its audit engagement against claims by third parties arising from the audit for an unspecified amount.
No payment has been made to indemnify Ernst & Young PLT during or since the end of the financial year.

Signed on behalf of the Board in accordance with a resolution of the directors dated 22 September 2026.

Samuel Lim Syn Soo Kenneth Tan Teoh Khoon
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Pursuant to Section 251(2) of the Companies Act 2016

We, Samuel Lim Syn Soo and Kenneth Tan Teoh Khoon, being two of the directors of KESM Industries Berhad, do hereby
state that, in the opinion of the directors, the accompanying financial statements set out on pages 92 to 147 are drawn
up so as to give a true and fair view of the financial position of the Group and of the Company as at 31 July 2026 and
of their financial performance and cash flows for the year then ended in accordance with MFRS Accounting Standards,
IFRS Accounting Standards and the requirements of the Companies Act 2016 in Malaysia.

Signed on behalf of the Board in accordance with a resolution of the directors dated 22 September 2026.

Samuel Lim Syn Soo Kenneth Tan Teoh Khoon
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STATUTORY DECLARATION

Pursuant to Section 251(1)(b) of the Companies Act 2016

I, Kenneth Tan Teoh Khoon, being the director primarily responsible for the financial management of KESM Industries
Berhad, do solemnly and sincerely declare that the accompanying financial statements set out on pages 92 to 147
are, to the best of my knowledge and belief, correct and I make this solemn declaration conscientiously believing this
declaration to be true and by virtue of the Statutory Declarations Act 1960.

Subscribed and solemnly declared by

the abovenamed Kenneth Tan Teoh Khoon

at Kelana Jaya, Selangor

on 22 September 2026 Kenneth Tan Teoh Khoon

Before me,
Najmi Dawami Bin Abdul Hamid @ Mohd Akib
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INDEPENDENT AUDITORS’ REPORT

To the members of KESM Industries Berhad (Incorporated in Malaysia)

Report on the audit of the financial statements
Opinion

We have audited the financial statements of KESM Industries Berhad, which comprise the statements of financial
position as at 31 July 2026 of the Group and of the Company, and statements of profit or loss and other comprehensive
income, statements of changes in equity and statements of cash flows of the Group and of the Company for the year
then ended, and notes to the financial statements, including material accounting policy information, as set out on
pages 92 to 147.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of the Group and
of the Company as at 31 July 2026, and of their financial performance and their cash flows for the year then ended in
accordance with MFRS Accounting Standards, IFRS Accounting Standards and the requirements of the Companies Act
2016 in Malaysia.

Basis for opinion

We conducted our audit in accordance with approved standards on auditing in Malaysia and International Standards on
Auditing. Our responsibilities under those standards are further described in the Auditors’ responsibilities for the audit
of the financial statements section of our report. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

Independence and other ethical responsibilities

We are independent of the Group and of the Company in accordance with the By-Laws (on Professional Ethics,
Conduct and Practice) of the Malaysian Institute of Accountants (“By-Laws”) and the International Code of Ethics for
Professional Accountants (including International Independence Standards) (“IESBA Code”), as applicable to audits of
financial statements of public interest entities and we have fulfilled our other ethical responsibilities in accordance with
the By-Laws and the IESBA Code.

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of
the financial statements of the Group and of the Company for the current year. These matters were addressed in the
context of our audit of the financial statements of the Group and of the Company as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters. For each matter below, our description of how our
audit addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditors’ responsibilities for the audit of the financial statements
section of our report, including in relation to these matters. Accordingly, our audit included the performance of
procedures designed to respond to our assessment of the risks of material misstatement of the financial statements.
The results of our audit procedures, including the procedures performed to address the matters below, provide the basis
of our audit opinion on the accompanying financial statements.
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To the members of KESM Industries Berhad (Incorporated in Malaysia)

Key audit matters (cont’d)

Key audit matters in respect of the financial statements of the Group

Impairment assessment of property, plant and equipment
Refer to Note 3.2(ii) and Note 11 to the financial statements.

As at 31 July 2026, the Group’s property, plant and equipment including right-of-use assets amounted to
RM161,508,000, representing 36% of its total assets.

The Group is required to perform impairment test of the cash generating units (“CGUs”) whenever there is an indication
that the CGU may be impaired by comparing the carrying amounts with its recoverable amounts.

The Group has then estimated the recoverable amounts of the CGUs based on the higher of the fair value less costs
of disposal (“FVLCD”) and its value in use (“VIU"). Determining the recoverable amounts using VIU method involves
estimating the future cash inflows and outflows that will be derived from the CGUs, and discounting them at an
appropriate rate. In determining the recoverable amounts using FVLCD method, management has engaged independent
valuers to determine the fair value of certain property, plant and equipment at the reporting date.

We have identified this as an area of audit focus given the significance of property, plant and equipment to the Group
and the Company and the estimates involved in the assessment of the recoverable amounts.

Our procedures included amongst others, the following:
a) We obtained an understanding of the methodology adopted by the management in estimating the VIU;

b) We assessed the reasonableness of management’s budgets by comparing the actual results achieved against
previous budgets;

c) We evaluated the reasonableness of key assumptions such as sales volume and prices, including and where
relevant, comparing them against the historical data and by corroborating with plant’s utilisation reports,
industry outlook reports, and existing sales invoices on price forecasts;

d) We evaluated the key assumptions applied in respect of residual value of certain plant and equipment applied in
estimating VIU with reference to recent comparable transactions of similar assets;

e) We assessed the reasonableness of the discount rate and the appropriateness of the methodology used in
deriving the VIU calculations, with the support of our valuation experts; and

f) We performed sensitivity analysis on the key assumptions to understand the impact that alternative assumptions
would have had on the overall recoverable amounts.

For the component audited by other component auditors, we have reviewed their results of the procedures performed,
which are similar to those stated above.

In addition, we evaluated the adequacy of the disclosures in the notes to the financial statements.
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To the members of KESM Industries Berhad (Incorporated in Malaysia)

Key audit matters (cont’d)

Key audit matters in respect of the financial statements of the Company

Impairment assessment of investment in subsidiaries
Refer to Note 3.2(iii) and Note 13 to the financial statements.

As at 31 July 2026, the Company’s investment in subsidiaries amounted to RM79,250,000, representing 46% of its
total assets. The Company is required to estimate the recoverable amounts of its investment in subsidiaries when
there is an indication that such investments may be impaired. Management performed an impairment assessment and
estimated the recoverable amounts of the investment in subsidiaries using VIU and FVLCD methods.

In determining the recoverable amounts using VIU method, management estimates the future cash inflows and outflows
that will be derived from the investment and discounting them at an appropriate rate. As part of determination of the
recoverable amounts using FVLCD method, management has engaged independent valuers to determine the fair value of
certain property, plant and equipment at the reporting date.

We have identified this as an area of audit focus given the significance of investment in subsidiaries to the Company and
the estimates involved in the assessment of the recoverable amounts.

Our procedures included amongst others, the following:
a) We obtained an understanding of the methodology adopted by the management in estimating the VIU;

b) We assessed the reasonableness of management’s budgets by comparing the actual results achieved against
previous budgets;

C) We evaluated the reasonableness of key assumptions such as sales volume and prices, including and where
relevant, comparing them against the historical data and by corroborating with plant’s utilisation reports,
industry outlook reports, and existing sales invoices on price forecasts; and

d) We assessed the reasonableness of the discount rate and the appropriateness of the methodology used in
deriving the VIU calculations, with the support of our valuation experts.

In addition, we evaluated the adequacy of the disclosures in the notes to the financial statements.
Information other than the financial statements and auditors’ report thereon

The directors of the Company are responsible for the other information. The other information comprises the Directors’
Report, but does not include the financial statements of the Group and of the Company and our auditors’ report
thereon, which we obtained prior to the date of this auditors’ report, and the Annual Report, which is expected to be
made available to us after the date of this auditors’ report.

Our opinion on the financial statements of the Group and of the Company does not cover the other information and we
do not and will not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements of the Group and of the Company, our responsibility is to read
the other information identified above and, in doing so, consider whether the other information is materially inconsistent
with the financial statements of the Group and of the Company or our knowledge obtained in the audit or otherwise
appears to be materially misstated.

If, based on the work we have performed on the other information that we obtained prior to the date of this auditors’
report, we conclude that there is a material misstatement of this other information, we are required to report that fact.
We have nothing to report in this regard.

When we read the Annual Report, if we conclude that there is a material misstatement therein, we are required to
communicate the matter to the directors of the Company and take appropriate action.
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To the members of KESM Industries Berhad (Incorporated in Malaysia)

Responsibilities of the directors for the financial statements

The directors of the Company are responsible for the preparation of financial statements of the Group and of the
Company that give a true and fair view in accordance with MFRS Accounting Standards, IFRS Accounting Standards and
the requirements of the Companies Act 2016 in Malaysia. The directors are also responsible for such internal control as
the directors determine is necessary to enable the preparation of financial statements of the Group and of the Company
that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements of the Group and of the Company, the directors are responsible for assessing the
Group’s and the Company’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the directors either intend to liquidate the Group or the
Company or to cease operations, or have no realistic alternative but to do so.

Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements of the Group and of the
Company as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditors’
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with approved standards on auditing in Malaysia and International Standards on Auditing will
always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of these financial statements.

As part of an audit in accordance with approved standards on auditing in Malaysia and International Standards on
Auditing, we exercise professional judgement and maintain professional scepticism throughout the audit. We also:

° Identify and assess the risks of material misstatement of the financial statements of the Group and of the
Company, whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

° Obtain an understanding of internal control relevant to the audit 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 the
Group’s and the Company'’s internal control.

° Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by the directors.

° Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Group’s or the Company’s ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditors’ report to the related disclosures
in the financial statements of the Group and of the Company or, if such disclosures are inadequate, to modify
our opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditors’ report.
However, future events or conditions may cause the Group or the Company to cease to continue as a going
concern.

° Evaluate the overall presentation, structure and content of the financial statements of the Group and of the
Company, including the disclosures, and whether the financial statements of the Group and of the Company
represent the underlying transactions and events in a manner that achieves fair presentation.

° Plan and perform the group audit to obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business units within the group as a basis for forming an opinion on the financial
statements of the Group. We are responsible for the direction, supervision and review of the audit work
performed for purposes of the group audit. We remain solely responsible for our audit opinion.
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To the members of KESM Industries Berhad (Incorporated in Malaysia)

Auditors’ responsibilities for the audit of the financial statements (cont’d)

We communicate with the directors regarding, among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

We also provide the directors with a statement that we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships and other matters that may reasonably be thought to
bear on our independence, and where applicable, actions taken to eliminate threats or safeguards applied.

From the matters communicated with the directors, we determine those matters that were of most significance in the
audit of the financial statements of the Group and of the Company for the current year and are therefore the key audit
matters. We describe these matters in our auditors’ report unless law or regulation precludes public disclosure about
the matter or when, in extremely rare circumstances, we determine that a matter should not be communicated in our
report because the adverse consequences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.

Report on other legal and regulatory requirements
In accordance with the requirements of the Companies Act 2016 in Malaysia, we report that the subsidiary of which we
have not acted as auditors, is disclosed in Note 13 to the financial statements.

Other matters

This report is made solely to the members of the Company, as a body, in accordance with Section 266 of the Companies
Act 2016 in Malaysia and for no other purpose. We do not assume responsibility to any other person for the content of
this report.

Ernst & Young PLT Elina Chan Su Yin
202006000003 (LLP0022760-LCA) & AF 0039 No. 03508/07/2028 J
Chartered Accountants Chartered Accountant

Kuala Lumpur, Malaysia
22 September 2026
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STATEMENTS OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME

For the financial year ended 31 July 2026

Group Company
Note 2026 2025 2026 2025
RM’000 RM’000 RM’000 RM’000
Revenue 4 222,783 210,546 48,033 51,248
Other items of income
Interest income 5 5,758 6,730 1,171 1,273
Dividend income 307 393 307 393
Other income 12,645 2,770 5,310 2,630
Items of expenses
Consumables used (20,947) (17,150) (941) (1,006)
Employee benefits expense 6 (83,998) (82,744) (27,376) (28,820)
Depreciation of property, plant and
equipment 11 (48,565) (45,404) (6,153) (6,016)
Finance costs 7 (1,735) (2,735) (202) (106)
Other expenses (73,375) (79,874) (19,585) (25,847)
Profit/(loss) before tax 8 12,873 (7,468) 564 (6,251)
Income tax expense 9 (3,420) (717) (181) (33)
Profit/(loss) net of tax 9,453 (8,185) 383 (6,284)
Other comprehensive income/(loss):
Item that will not be reclassified to
profit or loss
Remeasurement gain/(loss) arising from
net defined benefit liabilities, net of tax 22 84 (78) - -
Item that may be reclassified
subsequently to profit or loss
Foreign currency translation gain/(loss) 575 (2,019) - -
Other comprehensive income/(loss)
for the year, net of tax 659 (2,097) - -
Total comprehensive income/(loss)
for the year, net of tax 10,112 (10,282) 383 (6,284)
Earnings/(loss) per share attributable
to owners of the Company
- Basic 10 22.0 sen (19.0 sen)

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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STATEMENTS OF FINANCIAL POSITION

As at 31 July 2026

Group Company
Note 2026 2025 2026 2025
RM’000 RM’000 RM’000 RM’000
ASSETS
Non-current assets
Property, plant and equipment 11 161,508 133,767 21,808 17,721
Investment in subsidiaries 13 - - 79,250 79,250
Deferred tax assets 20 5,983 5,943 3,969 3,969
Other receivables 15 526 358 2,478 1,445
168,017 140,068 107,505 102,385
Current assets
Inventories 14 2,167 1,985 31 25
Trade and other receivables 15 54,055 43,663 14,500 12,574
Prepayments 5,246 1,266 3,551 126
Investment securities 25(ii) 4,760 10,649 4,760 10,649
Tax recoverable 422 5,678 422 1,067
Cash and short-term deposits 16 217,366 210,121 43,016 42,252
284,016 273,362 66,280 66,693
Assets held for sale 11(iii) - 1,762 - 1,762
284,016 275,124 66,280 68,455
Total assets 452,033 415,192 173,785 170,840
EQUITY AND LIABILITIES
Equity attributable to owners of
the Company
Share capital 17 43,678 43,678 43,678 43,678
Reserves 18 300,441 295,491 113,877 118,656
Total equity 344,119 339,169 157,555 162,334
Non-current liabilities
Other payables 21 580 - - -
Loans and borrowings 19 24,746 6,757 2,641 419
Defined benefit liabilities 22 6,600 6,197 - -
Deferred tax liabilities 20 2,872 5,014 - -
34,798 17,968 2,641 419
Current liabilities
Trade and other payables 21 55,179 28,721 11,027 7,177
Derivatives 24(ii) 136 101 - -
Loans and borrowings 19 16,262 29,233 2,562 910
Income tax payable 1,539 - - -
73,116 58,055 13,589 8,087
Total liabilities 107,914 76,023 16,230 8,506
Total equity and liabilities 452,033 415,192 173,785 170,840

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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STATEMENTS OF CHANGES IN EQUITY

For the financial year ended 31 July 2026

A

Non-

Attributable to owners of the Company

\/

distributable Distributable <«————— Non-distributable —»

Equity
attributable Foreign
to owners currency Statutory
of the Share Retained Other translation Capital reserve
Equity, Company, capital earnings reserves, reserve reserve fund
Note total total (Note 17) (Note 18) total (Note 18)  (Note 18)  (Note 18)
RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
Group
As at 1 August 2024 352,677 352,677 43,678 290,010 18,989 12,120 2,240 4,629
Loss for the year (8,185) (8,185) - (8,185) - - - -
Other comprehensive loss
for the year, net of tax (2,097) (2,097) - (78) (2,019) (2,019) - -
Total comprehensive loss
for the year (10,282)  (10,282) - (8,263) (2,019) (2,019) - -
Transaction with owners
Dividends on ordinary shares 29 (3,226) (3,226) - (3,226) - - - -
As at 31 July 2025 339,169 339,169 43,678 278,521 16,970 10,101 2,240 4,629
As at 1 August 2025 339,169 339,169 43,678 278,521 16,970 10,101 2,240 4,629
Profit for the year 9,453 9,453 9,453 - - - -
Other comprehensive income
for the year, net of tax 659 659 - 84 575 575 - -
Total comprehensive income
for the year 10,112 10,112 - 9,537 575 575 - -
Transaction with owners
Dividends on ordinary shares 29 (5,162) (5,162) - (5,162) - - - -
As at 31 July 2026 344,119 344,119 43,678 282,896 17,545 10,676 2,240 4,629
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STATEMENTS OF CHANGES IN EQUITY

For the financial year ended 31 July 2026

Non-
distributable Distributable <«—— Non-distributable —»
Merger
Share Retained Other relief
Equity, capital earnings reserves, reserve
Note total (Note 17) (Note 18) total (Note 18)
RM’000 RM’000 RM’000 RM’000 RM’000
Company
As at 1 August 2024 171,844 43,678 126,951 1,215 1,215
Total comprehensive loss for the year (6,284) - (6,284) - -
Transaction with owners
Dividends on ordinary shares 29 (3,226) - (3,226) - -
As at 31 July 2025 162,334 43,678 117,441 1,215 1,215
As at 1 August 2025 162,334 43,678 117,441 1,215 1,215
Total comprehensive income for the year 383 - 383 - -
Transaction with owners
Dividends on ordinary shares 29 (5,162) - (5,162) - -
As at 31 July 2026 157,555 43,678 112,662 1,215 1,215

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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STATEMENTS OF CASH FLOWS

For the financial year ended 31 July 2026

Group Company
Note 2026 2025 2026 2025
RM’000 RM’000 RM’000 RM’000

Operating activities
Profit/(loss) before tax 12,873 (7,468) 564 (6,251)

Adjustments for:
Depreciation of property, plant and

equipment 11 48,565 45,404 6,153 6,016
Net gain on disposal of property, plant

and equipment and assets held for sale 8 (8,339) (1,534) (2,684) (21)
Net fair value loss on investment

securities 8 327 3,384 327 3,384
Unrealised exchange loss/(gain) 37 (47) _ (5)
Unrealised loss on derivatives 35 205 - -
(Reversal of impairment)/impairment

of trade receivables 8 (802) 831 - -
Dividend income (307) (393) (307) (393)
Interest income 5 (5,758) (6,730) (1,171) (1,273)
Finance costs 7 1,735 2,735 202 106

Operating cash flows before changes

in working capital 48,366 36,387 3,084 1,563
Changes in working capital:

(Increase)/decrease in inventories (182) (401) (6) 18

(Increase)/decrease in prepayments

and receivables (7,563) (1,827) (842) 781

Increase/(decrease) in payables 4,837 (1,826) 663 (161)
Cash flows from operations 45,458 32,333 2,899 2,201
Income taxes refund/(paid), net 1,233 (2,757) 464 (128)
Interest paid (1,523) (2,696) (202) (106)
Interest received 5,940 6,879 1,052 1,259
Net cash flows from operating activities 51,108 33,759 4,213 3,226
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STATEMENTS OF CASH FLOWS

For the financial year ended 31 July 2026

Company
Note 2026 2025 2026 2025
RM’000 RM’000 RM’000 RM’000

Investing activities
Decrease in short-term deposits with

maturity more than three months 3,900 20,500 6,000 9,000
Purchase of investment securities (1,218) (1,025) (1,218) (1,025)
Proceeds from disposal of investment

securities 6,780 1,310 6,780 1,310
Dividend received 307 393 307 393
Purchase of property, plant and equipment (52,368) (17,414) (6,745) (1,973)
Proceeds from disposal of property, plant

and equipment and assets held for sale 7,939 1,821 4,166 301
Loans to a subsidiary - - (3,620) (2,600)
Proceeds from repayment of loans to a

subsidiary - - 1,117 394
Interest income received from loans to

a subsidiary - - 121 52
Net cash flows (used in)/from investing

activities (34,660) 5,585 6,908 5,852
Financing activities
Repayment of principal portion of lease

liabilities 19 (3,056) (2,515) (1,776) (1,514)
Repayment of bank loans 19 (30,492) (36,506) - (25)
Proceeds from bank loans 19 30,541 1,847 - -
Dividends paid on ordinary shares (2,581) (3,226) (2,581) (3,226)
Net cash flows used in financing

activities (5,588) (40,400) (4,357) (4,765)
Net increase/(decrease) in cash and

cash equivalents 10,860 (1,056) 6,764 4,313
Effect of exchange rate changes on cash

and cash equivalents 285 (784) - -
Cash and cash equivalents at beginning

of the year 72,621 74,461 28,252 23,939
Cash and cash equivalents at end of

the year 16 83,766 72,621 35,016 28,252

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

For the financial year ended 31 July 2026
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Corporate information

KESM Industries Berhad (“the Company”) is a public limited liability company incorporated and domiciled in
Malaysia, and is listed on the Main Market of Bursa Malaysia Securities Berhad. The registered office of the
Company is located at 802, 8th Floor, Block C, Kelana Square, No. 17, Jalan SS7/26, 47301 Petaling Jaya,
Selangor Darul Ehsan, Malaysia.

The principal activities of the Company are investment holding and provision of semiconductor burn-in and
testing services. The principal activities and other details of the subsidiaries are disclosed in Note 13.

The principal place of business of the Company is located at Lot 4, Jalan SS 8/4, Sungei Way Free Industrial
Zone, 47300 Petaling Jaya, Selangor Darul Ehsan, Malaysia.

In accordance with the requirement of MFRS 10: Consolidated Financial Statements and MFRS 127: Separate
Financial Statements, the Company and its subsidiaries are considered to be de facto subsidiaries of Sunright
Limited (“Sunright”). In this connection, the ultimate holding company of the Company is Sunright, which
is incorporated in Singapore. Sunright is listed on the Mainboard of the Singapore Exchange Securities
Trading Limited.

Material accounting policy information
2.1 Basis of preparation

The financial statements of the Group and of the Company have been prepared in accordance with MFRS
Accounting Standards, IFRS Accounting Standards and the requirements of the Companies Act 2016 in
Malaysia.

The financial statements have been prepared on the historical cost basis except as disclosed in the
accounting policies as below.

The financial statements of the Group and of the Company are presented in Ringgit Malaysia (“RM”) and
all values are rounded to the nearest thousand (“RM’000") except when otherwise indicated.

2.2 Changes in accounting policies

The accounting policies adopted are consistent with those of the previous financial year except that on
1 August 2025, the Group and the Company adopted the following amendments to standards mandatory
for annual financial periods beginning on or after 1 January 2025.

Effective for

annual periods

beginning on

Description or after

Amendments to MFRS 121: Lack of Exchangeability 1 January 2025

Adoption of the above amendments to standard did not have any material effect on the financial
statements of the Group and of the Company.
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NOTES TO THE FINANCIAL STATEMENTS

For the financial year ended 31 July 2026

2.

Material accounting policy information (cont’d)

2.3

Standards issued but not yet effective

The amendments to standards and new standards that are issued but not yet effective up to the date of
issuance of the Group’s and the Company’s financial statements are disclosed below.

Effective for
annual periods
beginning on

Description or after

Amendments to MFRS 9 and MFRS 7: Amendments to the Classification and 1 January 2026
Measurement of Financial Instruments

Annual Improvements to MFRS Accounting Standards - Volume 11 1 January 2026

Amendments to MFRS 9 and MFRS 7: Contracts Referencing Nature-dependent 1 January 2026
Electricity

MFRS 18 Presentation and Disclosure in Financial Statements 1 January 2027

MFRS 19 Subsidiaries without Public Accountability: Disclosures 1 January 2027

Amendments to MFRS 121: Translation to a Hyperinflationary Presentation 1 January 2027
Currency

MFRS 20 Regulatory Assets and Regulatory Liabilities 1 January 2029

Amendments to MFRS 10 and MFRS 128: Sale or Contribution of Assets between Deferred

an Investor and its Associate or Joint Venture

The directors expect that the adoption of the above standards and interpretations will have no material
impact on the financial statements in the year of application, except for the following:

MERS 18 Presentation and Disclosure in Financial Statements

MFRS 18 replaces MFRS 101 Presentation of Financial Statements. MFRS 18 introduces new requirements
for presentation within the statement of profit or loss, including specified totals and subtotals.
Furthermore, entities are required to classify all income and expenses within the statement of profit or
loss into one of five categories: operating, investing, financing, income taxes and discontinued operations,
whereof the first three are new.

It also requires disclosure of newly defined management-defined performance measures, subtotals of
income and expenses, and includes new requirements for aggregation and disaggregation of financial
information based on the identified ‘roles’ of the primary financial statements (“PFS”) and the notes.

In addition, narrow-scope amendments have been made to MFRS 107 Statement of Cash Flows, which
include changing the starting point for determining cash flows from operations under the indirect method,
from ‘profit or loss’ to ‘operating profit or loss’ and removing the optionality around classification
of cash flows from dividends and interest. In addition, there are consequential amendments to several
other standards. MFRS 18, and the amendments to the other standards, is effective for reporting periods
beginning on or after 1 January 2027, but earlier application is permitted.

The Group is currently working to identify all impacts the amendments will have on the PFS and notes to
the financial statements.
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2.

100

Material accounting policy information (cont’d)

2.4

25

2.6

Basis of consolidation

The consolidated financial statements comprise the financial statements of the Company and its
subsidiaries as at reporting date. The financial statements of the subsidiaries used in the preparation
of the consolidated financial statements are prepared for the same reporting date as the Company.
Consistent accounting policies are applied for like transactions and events in similar circumstances. A list
of the Company’s subsidiaries is shown in Note 13.

All intra-group balances, income and expenses and unrealised gains and losses resulting from intra-group
transactions and dividends are eliminated in full.

Subsidiaries are consolidated from the date of acquisition, being the date on which the Group obtains
control, and continue to be consolidated until the date that such control ceases.

Profit or loss and each component of other comprehensive income are attributed to the owners of the
Company and to the non-controlling interests, even if this results in the non-controlling interests having a
deficit balance.

Functional and foreign currency

The consolidated financial statements are presented in RM, which is also the Company’s functional
currency. Each entity in the Group determines its own functional currency and items included in the
financial statements of each entity are measured using that functional currency.

(i) Transactions and balances

Transactions in foreign currencies are measured in the respective functional currencies of the
Company and its subsidiaries and are recorded on initial recognition in the functional currencies at
exchange rates approximating those ruling at the transaction dates. Monetary assets and liabilities
denominated in foreign currencies are translated at the rate of exchange ruling at the reporting
date. Non-monetary items that are measured in terms of historical cost in a foreign currency are
translated using the exchange rates as at the dates of the initial transactions. Non-monetary items
measured at fair value in a foreign currency are translated using the exchange rates at the date
when the fair value was measured.

Exchange differences arising on the settlement of monetary items or on translating monetary items
at the reporting date are recognised in profit or loss.

(ii)  Consolidated financial statements

For consolidation purposes, the assets and liabilities of foreign operations are translated into RM
at the rate of exchange ruling at the reporting date and income and expenses are translated at the
average exchange rates for the reporting year. The exchange differences arising on the translation
are recognised in other comprehensive income. On disposal of a foreign operation, the component
of other comprehensive income relating to that particular foreign operation is reclassified to profit
or loss.

Property, plant and equipment

All items of property, plant and equipment are initially recorded at cost. Right-of-use assets are included
within the same line item as that within corresponding underlying assets would be presented if they
were owned and are accounted for in accordance with Note 2.12. Subsequent to recognition, all items
of property, plant and equipment are measured at cost less accumulated depreciation and accumulated
impairment losses.
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2.

Material accounting policy information (cont’d)

2.6

2.7

Property, plant and equipment (cont’d)

When significant parts of property, plant and equipment are required to be replaced in intervals,
the Group and the Company recognise such parts as individual assets with specific useful lives and
depreciation, respectively. All other repair and maintenance costs are recognised in profit or loss as
incurred.

Depreciation, except for right-of-use assets which is depreciated in accordance with Note 2.12,
is computed on a straight-line basis over the estimated useful lives of the assets as follows:

Buildings 10 - 20 years
Renovation 5 years
Plant, machinery and test equipment 5 -7 years
Motor vehicles 5 years
Office equipment, furniture and fittings and computers 3 - 10 years

Freehold land has an unlimited useful life and therefore is not depreciated. Certain assets are stated at
cost and are not depreciated as these assets are not available for use.

The carrying values of property, plant and equipment are reviewed for impairment when events or
changes in circumstances indicate that the carrying value may not be recoverable.

The residual value, useful life and depreciation method are reviewed at the reporting date, and adjusted
prospectively, if appropriate.

An item of property, plant and equipment is derecognised upon disposal or when no future economic
benefits are expected from its use or disposal. Any gain or loss on derecognition of the asset is included
in profit or loss in the year the asset is derecognised.

Impairment of non-financial assets

The Group and the Company assess at each reporting date whether there is an indication that an asset
may be impaired. If any indication exists, or when an annual impairment testing for an asset is required,
the Group and the Company make an estimate of the asset’s recoverable amount.

An asset’s recoverable amount is the higher of an asset’s or cash-generating unit’s fair value less costs
of disposal and its value in use and is determined for an individual asset, unless the asset does not
generate cash inflows that are largely independent of those from other assets or group of assets. Where
the carrying amount of an asset or cash-generating unit exceeds its recoverable amount, the asset is
considered impaired and is written down to its recoverable amount.

The Group and the Company base their impairment calculation on detailed budgets and forecast
calculations which are prepared separately for each of the Group’s and of the Company’s cash-generating
units to which the individual assets are allocated. These budgets and forecast calculations are generally
covering a period of four years. For longer periods, a long-term growth rate is calculated and applied to
projected future cash flows after the fourth year.

Impairment losses are recognised in profit or loss.

A previously recognised impairment loss is reversed only if there has been 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
exceed the carrying amount that would have been determined, net of depreciation, had no impairment
loss been recognised previously. Such reversal is recognised in profit or loss.
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2.

102

Material accounting policy information (cont’d)

2.8

Financial instruments

®

Financial assets
Initial recognition and measurement

Financial assets are recognised when, and only when, the Group and the Company become a party
to the contractual provisions of the instruments.

At initial recognition, the Group measures a financial asset at its fair value plus, in the case of
a financial asset not at fair value through profit or loss, transaction costs that are directly
attributable to the acquisition of the financial asset. Transaction costs of financial assets carried at
fair value through profit or loss are expensed in profit or loss.

Trade receivables are measured at the amount of consideration to which the Group expects to be
entitled in exchange for transferring promised services to a customer, excluding amounts collected
on behalf of third parties, if the trade receivables do not contain a significant financing component
at initial recognition.

Subsequent measurement

Financial assets at amortised cost (debt instruments)

Subsequent measurement of debt instruments depends on the Group’s business model for
managing the asset and the contractual cash flow characteristics of the asset. Financial assets
that are held for the collection of contractual cash flows where those cash flows represent
solely payments of principal and interest are measured at amortised cost. Financial assets are
measured at amortised cost using the effective interest method, less impairment. Gains and
losses are recognised in profit or loss when the assets are derecognised or impaired, and through
amortisation process.

The Group’s and the Company’s financial assets at amortised cost include trade and other
receivables, and cash and short-term deposits.

Financial assets at fair value through profit or loss (“FVPL")

Financial assets at FVPL include financial assets held for trading. The Group’s and the Company’s
investment securities acquired principally for the purpose of selling or repurchasing them in the
near term.

The Group also uses derivative financial instruments such as forward currency contracts
to manage its risks associated with foreign currency fluctuations. Such derivative financial
instruments are initially recognised at fair value on the date on which a derivative contract is
entered into and are subsequently remeasured at fair value. Derivative financial instruments are
carried as assets when the fair value is positive and as liabilities when the fair value is negative.
Any gain or losses arising from changes in fair value on derivative financial instruments that do not
qualify for hedging accounting are taken to the profit or loss for the year. The fair value of forward
currency contracts is calculated by reference to current forward exchange rates for contracts with
similar maturity profiles.

Subsequent to initial recognition, financial assets at FVPL are measured at fair value. Gains or
losses arising from changes in fair value of the financial assets are recognised in profit or loss. Net
gains or net losses on financial assets at FVPL do not include exchange differences, interest and
dividend income. Exchange differences, interest and dividend income on financial assets at FVPL
are recognised separately in profit or loss as part of other expenses or other income.
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2.

Material accounting policy information (cont’d)

2.8

2.9

Financial instruments (cont’d)
(0] Financial assets (cont’d)
Derecognition

A financial asset is derecognised where the contractual right to receive cash flows from the asset
has expired. On derecognition of a financial asset in its entirety, the difference between the carrying
amount and the sum of the consideration received and any cumulative gain or loss that had been
recognised in other comprehensive income for debt instruments is recognised in profit or loss.

(ii)  Financial liabilities
Initial recognition and measurement

Financial liabilities are recognised when, and only when, the Group and the Company become a
party to the contractual provisions of the financial instrument. The Group and the Company
determine the classification of its financial liabilities at initial recognition.

All financial liabilities are recognised initially at fair value and, in the case of financial liabilities not
at FVPL, net of directly attributable transaction costs.

The Group’s and the Company’s financial liabilities include trade and other payables and loans and
borrowings.

Subsequent measurement

After initial recognition, financial liabilities that are not carried at FVPL are subsequently measured
at amortised cost using the effective interest method. Gains and losses are recognised in profit or
loss when the liabilities are derecognised, and through the amortisation process.

Derecognition

A financial liability is derecognised when the obligation under the liability is discharged or
cancelled, or expires. On derecognition, the difference between the carrying amounts and
consideration paid is recognised in profit or loss.

(iii)  Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the statement
of financial position if there is a currently enforceable legal right to offset the recognised amounts
and there is an intention to settle on a net basis, to realise the assets and settle the liabilities
simultaneously.

Impairment of financial assets

The Group and the Company recognise an allowance for expected credit losses (“ECLs”) for all debt
instruments not held at FVPL. ECLs are based on the difference between the contractual cash flows
due in accordance with the contract and all the cash flows that the Group and the Company expect to
receive, discounted at an approximation of the original effective interest rate. The expected cash flows will
include cash flows from the sale of collateral held or other credit enhancements that are integral to the
contractual terms.

ECLs are recognised in two stages. For credit exposures for which there has not been a significant
increase in credit risk since initial recognition, ECLs are provided for credit losses that result from default
events that are possible within the next 12 months (a ‘12-month ECL’). For those credit exposures for
which there has been a significant increase in credit risk since initial recognition, a loss allowance is
recognised for credit losses expected over the remaining life of the exposure, irrespective of timing of the
default (a ‘lifetime ECL’).
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104

Material accounting policy information (cont’d)

29

2.10

Impairment of financial assets (cont’d)

For trade receivables, the Group and the Company apply a simplified approach in calculating ECLs.
Therefore, the Group and the Company do not track changes in credit risk, but instead recognise a loss
allowance based on lifetime ECLs at each reporting date. The Group and the Company have established a
provision matrix that is based on its historical credit loss experience, adjusted for forward-looking factors
specific to the debtors and the economic environment.

The Group and the Company may consider a financial asset to be in default when internal or external
information indicates that the Group and the Company are unlikely to receive the outstanding contractual
amounts in full before taking into account any credit enhancements held by the Group and the Company.
A financial asset is written off when there is no reasonable expectation of recovering the contractual
cash flows.

Cash and cash equivalents

Cash and cash equivalents comprise cash at banks and on hand, and deposits with banks, that are readily
convertible to known amount of cash and which are subject to an insignificant risk of changes in value,
with a maturity of three months or less.

For the purpose of the statements of cash flows, cash and cash equivalents are presented net of bank
deposits with maturity more than three months.

Employee benefits
(i) Short-term benefits

Wages, salaries, bonuses and social security contributions are recognised as an expense in the
year in which the associated services are rendered by employees of the Group and of the Company.
Short-term accumulating compensated absences such as paid annual leave are recognised
when services are rendered by employees that increase their entitlement to future compensated
absences. Short-term non-accumulating compensated absences such as sick leave are recognised
when the absences occur.

(ii) Defined contribution plans

The Group participates in the national pension schemes as defined by the laws of the countries
in which it has operations. In particular, companies in Malaysia make such contributions to the
Employees Provident Fund (“EPF”). Contributions to defined contribution pension schemes are
recognised as an expense in the period in which the related service is performed.

(iii)  Defined benefit plan

The Group’s obligations under the defined benefit plan are estimated and determined based on
the amount of benefit that eligible employees have earned in return for their service in the current
and prior years. That benefit is discounted using the projected unit credit method in order to
determine its present value. The discount rate is the market yield at the reporting date on high
quality corporate bonds or government bonds. The amount recognised in the statement of financial
position represents the present value of the defined benefit obligations.

Net interest is calculated by applying the discount rate to the net defined benefit liability. The
Group recognises the service costs in the net defined benefit obligations under ‘Employee benefits
expense’, net interest under ‘Finance costs’ in profit or loss and remeasurements of the defined
obligation under ‘Other comprehensive income or loss’.
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2. Material accounting policy information (cont’d)
2.12 Leases

The Group and the Company assess at contract inception whether a contract is, or contains, a lease.
That is, if the contract conveys the right to control the use of an identified asset for a period of time in
exchange for consideration.

(i) As a lessee

The Group and the Company apply a single recognition and measurement approach for all
leases, except for short-term leases and leases of low-value assets. The Group and the Company
recognise lease liabilities to make lease payments and right-of-use assets representing the right to
use the underlying assets.

Right-of-use assets

The Group and the Company recognise right-of-use assets at the commencement date of the lease
(i.e. the date the underlying asset is available for use). Right-of-use assets are measured at cost,
less any accumulated depreciation and impairment losses, and adjusted for any remeasurement of
lease liabilities. The cost of right-of-use assets includes the amount of lease liabilities recognised,
initial direct costs incurred, and lease payments made at or before the commencement date
less any lease incentives received. If ownership of the leased asset transfers to the Group and
the Company at the end of the lease term or the cost reflects the exercise of a purchase option,
depreciation is calculated using the estimated useful life of the asset. Otherwise, right-of-use
assets are depreciated on a straight-line basis over the shorter of the lease term and the estimated
useful lives of the assets.

Depreciation of right-of-use assets is computed on a straight-line basis over the estimated useful
lives or lease terms of assets as follows:

Buildings 3 -5years
Leasehold land 60 - 99 years
Plant, machinery and test equipment 5 -7 years

The right-of-use assets are also subject to impairment. The accounting policy for impairment
is disclosed in Note 2.7. The Group’s and the Company’s right-of-use assets are disclosed in
Note 12.

Lease liabilities

At the commencement date of the lease, the Group and the Company recognise lease liabilities
measured at the present value of lease payments to be made over the lease term. The lease
payments include fixed payments (including in-substance fixed payments) less any lease incentives
receivable, and amounts expected to be paid under residual value guarantees. The lease payments
also include the exercise price of a purchase option reasonably certain to be exercised by the
Group and the Company and payments of penalties for terminating the lease, if the lease term
reflects the Group and the Company exercising the option to terminate.

In calculating the present value of lease payments, the Group and the Company use its incremental
borrowing rate at the lease commencement date because the interest rate implicit in the lease is
not readily determinable. After the commencement date, the amount of lease liabilities is increased
to reflect the accretion of interest and reduced for the lease payments made. In addition, the
carrying amount of lease liabilities is remeasured if there is a modification, a change in the lease
term, a change in the lease payments (e.g. changes to future payments resulting from a change
in an index or rate used to determine such lease payments) or a change in the assessment of an
option to purchase the underlying asset.
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Material accounting policy information (cont’d)

2.12 Leases (cont’d)

2.13

®

(i)

As a lessee (cont’d)
Short-term leases and leases of low-value assets

The Group and the Company apply the short-term lease recognition exemption to its
short-term leases of assets (i.e. those leases that have a lease term of 12 months or less from
the commencement date and do not contain a purchase option). It also applies the lease of
low-value assets recognition exemption to leases of assets that are considered to be low value.
Lease payments on short-term leases and leases of low-value assets are recognised as expense on
a straight-line basis over the lease term.

As a lessor

Leases in which the Group and the Company do not transfer substantially all the risks and rewards
incidental to ownership of an asset are classified as operating leases. Initial 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. The accounting policy for
rental income is set out in Note 2.13.

Revenue

Revenue is measured based on the consideration to which the Group and the Company expect to be
entitled in exchange for rendering promised services to a customer, excluding amounts collected on behalf
of third parties.

Revenue is recognised when the Group and the Company satisfy a performance obligation by rendering
a promised service to the customer, which is when the customer accepts the performance of service.
A performance obligation may be satisfied at a point in time or over time. The amount of revenue
recognised is the amount allocated to the satisfied performance obligation.

®

(i)

Rendering of services

Revenue is recognised when the performance obligation is satisfied at a point in time, that is upon
the performance of services to the customers, which coincides with their acceptance.

The amount of revenue recognised is based on the estimated transaction price. Based on the
Group’s and the Company’s experience with similar types of contracts, variable consideration is
typically constrained and is included in the transaction only to the extent that it is highly probable
that a significant reversal in the amount of cumulative revenue recognised will not occur when the
uncertainty associated with the variable consideration is subsequently resolved.

The Group and the Company do not provide variable element in consideration and obligation for
refunds.

Others
(a) Interestincome

Interest income is recognised using the effective interest method.
(b) Dividend income

Dividend income is recognised when the Group’s and the Company’s right to receive
payment is established.

(c) Rentalincome
Rental income is accounted for on a straight-line basis over the lease terms and is included

in other income in the statements of profit or loss and other comprehensive income due to
its operating nature.
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2.

Material accounting policy information (cont’d)

2.14 Taxes

®

(i)

(i)

Current income tax

Current income tax assets and liabilities for the current and prior periods are measured at the
amount expected to be recovered from or paid to the taxation authorities. The tax rates and tax
laws used to compute the amount are those that are enacted or substantively enacted at the
reporting date in the countries where the Group and the Company operate and generate taxable
income.

Current income taxes are recognised in profit or loss except to the extent that the tax relates to
items recognised outside profit or loss, either in other comprehensive income or directly in equity.
Management periodically evaluates positions taken in the tax returns with respect to situations
in which applicable tax regulations are subject to interpretation and establishes provisions where
appropriate.

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 reporting
purposes.

Deferred tax assets are recognised for all deductible temporary differences, the 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.

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 allow all or part
of the deferred tax assets 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 liabilities 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 in other

comprehensive income.

Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists to

set off current tax assets against current tax liabilities and the deferred taxes relate to the same

taxable entity and the same taxation authority.

Sales and service tax (“SST”)

Revenues, expenses and assets are recognised net of the amount of SST except:

(a) where the SST incurred on a purchase of assets or services is not recoverable from the
taxation authority, in which case the SST is recognised as part of the cost of acquisition of
the asset or as part of the expense item as applicable; and

(b) receivables and payables that are stated with the amount of SST included.

The net amount of SST recoverable from, or payable to, the taxation authority is included as part
of receivables or payables in the statements of financial position.
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3.
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Material accounting policy information (cont’d)

2.15

2.16

Government grant

Government grant is recognised when there is reasonable assurance that the grant will be received and all
attaching conditions will be complied with. When the grant relates to an asset, it is recognised as income
in equal amounts over the expected useful life of the related asset.

Segment reporting

For management purposes, the Group is organised into operating segments based on their services
(i.e. burn-in and testing services) which are independently managed by the respective plant managers
responsible for the performance of the respective locations under their charge. The plant managers report
directly to the key management who regularly review the location results in order to allocate resources to
the locations and to assess the performance.

Significant accounting estimates and judgements

The preparation of the Group’s and the Company’s financial statements requires management to make
judgements, estimates and assumptions that affect the reported amounts of revenue, expenses, assets and
liabilities, and the disclosure of contingent liabilities at the reporting date. However, uncertainty about these
assumptions and estimates could result in outcomes that could require a material adjustment to the carrying
amount of the asset or liability affected in the future periods.

3.1

3.2

Judgements made in applying accounting policies

There are no significant judgements made by management in the application of accounting policies of the
Group and of the Company that have a significant effect on the financial statements.

Key sources of estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at the
reporting date are discussed below. The Group and the Company based its assumptions and estimates
on parameters available when the financial statements were prepared. Existing circumstances and
assumptions about future developments, however, may change due to market changes or circumstances
arising beyond the control of the Group and of the Company. Such changes are reflected in the
assumptions when they occur.

(i) Deferred tax assets

Deferred tax assets are recognised to the extent that it is probable that taxable profit will be
available in the future to recover these deferred tax assets. Significant management estimates
are required to determine the amount of deferred tax assets that can be recognised, based upon
the likely timing and level of future taxable profits, including expectations for future market
outlooks. The Group has recognised the deferred tax assets as it is probable that the Group will
generate sufficient taxable profits in future which the deferred tax assets can be utilised. The
carrying amounts of the Group’s and the Company’s deferred tax assets at reporting date were
RM5,983,000 (2025: RM5,943,000) and RM3,969,000 (2025: RM3,969,000) respectively. Further
details are disclosed in Note 20.
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3. Significant accounting estimates and judgements (cont’d)
3.2 Key sources of estimation uncertainty (cont’d)
(ii)  Impairment of property, plant and equipment

The Group is required to perform impairment test of the cash-generating units (“CGUs”) whenever
there is an indication that the CGU may be impaired by comparing the carrying amounts with its
recoverable amounts.

When recoverable amounts are determined based on value in use calculations, the discounted cash
flow model is used with certain key parameters such as sales volume and prices, discount rate and
residual value of certain plant and equipment. Management believes that the aforesaid variables
are unlikely to materially result in the carrying amount of property, plant and equipment exceeding
their recoverable amounts. In determining the recoverable amounts using the fair value less costs
of disposal method, management has engaged independent valuers to determine the fair value of
certain property, plant and equipment at the reporting date. The carrying amount of the Group’s
property, plant and equipment at the reporting date is disclosed in Note 11.

(iii) Impairment of investment in subsidiaries

The Company is required to estimate the recoverable amounts of its investment in subsidiaries
when there is an indication that such investments may be impaired. For investment in subsidiaries
with indicators of impairment, management performed impairment assessment and estimated the
recoverable amounts of the investment in subsidiaries using value in use or fair value less costs of
disposal methods.

When recoverable amounts are determined based on value in use calculations, the discounted cash
flow model is used with certain key parameters such as sales volume and prices. Management
believes that the aforesaid variables are unlikely to materially result in the carrying amount of the
subsidiaries exceeding its recoverable amounts.

In determining the recoverable amounts using the fair value less costs of disposal method,
management has engaged independent valuers to determine the fair value of certain property,
plant and equipment at the reporting date.

The carrying amount of the Company’s investment in subsidiaries at the reporting date was
RM79,250,000 (2025: RM79,250,000).

4. Revenue

Disaggregation of revenue

Group Company
2026 2025 2026 2025

RM’000 RM’000 RM’000 RM’000
Types of goods and services
Rendering of services 222,783 210,546 48,033 51,248
Geographical markets
Malaysia 140,984 137,438 38,438 43,499
People’s Republic of China (“PRC") 36,072 38,405 - -
Singapore 24,150 17,162 8,407 4,394
Others* 21,577 17,541 1,188 3,355

222,783 210,546 48,033 51,248

* Others include countries such as United States of America and European countries.
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Group Company
2026 2025 2026 2025
RM’000 RM’000 RM’000 RM’000
Interest income from:
- Deposits with licensed banks 5,722 6,698 1,017 1,193
- Loans to a subsidiary - - 132 61
- Others 36 32 22 19
5,758 6,730 1,171 1,273
Employee benefits expense
Group Company
Note 2026 2025 2026 2025
RM’000 RM’000 RM’000 RM’000
Employee benefits expense
(including directors):
- Wages, salaries and bonuses 71,991 69,934 25,116 26,478
- Contributions to defined
contribution plan 2,894 2,892 991 1,083
- Social security contributions 4,780 5,273 169 188
- Defined benefit obligations 22 301 303 - -
- Other benefits 4,032 4,342 1,100 1,071
83,998 82,744 27,376 28,820
Finance costs
Group Company
Note 2026 2025 2026 2025
RM’000 RM’000 RM’000 RM’000
Interest expense on:
- Bank loans 1,152 2,273 - -
- Lease liabilities 12 397 308 202 106
- Defined benefit obligations 22 186 154 - -
1,735 2,735 202 106
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8. Profit/(loss) before tax

Group Company
Note 2026 2025 2026 2025
RM’000 RM’000 RM’000 RM’000

Profit/(loss) before tax is arrived at:
After charging:
Audit fees paid to:

- Auditors of the Company 384 318 243 181

- Other auditors 153 139 - -
Non-audit fees paid to:

- Auditors of the Company 6 6 6 6

- Other auditors 113 121 113 121
Directors’ remuneration 2,124 2,013 2,084 1,973
Lease expenses 12 2,052 439 120 194
Utilities 30,241 34,346 8,924 11,497
Repairs and maintenance 18,930 19,422 1,884 2,156
Impairment of trade receivables 15 - 831 - -
Net fair value loss on investment

securities 327 3,384 327 3,384
Net foreign exchange loss 592 1,274 - 104
Net derivatives loss 632 - - -
and crediting:
Net gain on disposal of property,

plant and equipment and assets

held for sale 8,339 1,534 2,684 21
Reversal of impairment of trade

receivables 15 802 - - -
Rental income from a subsidiary - - 1,828 1,764
Net derivatives gain - 246 - -
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8. Profit/(loss) before tax

Information on directors’ remuneration is as follows:

Group Company
2026 2025 2026 2025
RM’000 RM’000 RM’000 RM’000
Directors’ remuneration
In respect of the Company’s directors:
Executive:
- Fees 167 123 147 103
- Salaries and other emoluments 1,747 1,680 1,747 1,680
1,914 1,803 1,894 1,783
Non-executive:
- Fees 183 183 163 163
- Allowances 27 27 27 27
210 210 190 190
Total directors’ remuneration 2,124 2,013 2,084 1,973
9. Income tax expense
Group Company
2026 2025 2026 2025
RM’000 RM’000 RM’000 RM’000
Current income tax:
- Malaysian income tax 5412 2,818 - 95
- Real property gains tax 181 - 181 -
- Over provision in prior years (31) (161) - (62)
5,562 2,657 181 33
Deferred tax (Note 20):
- Origination and reversal of temporary
differences (2,181) (1,933) 42 (5)
- Under/(over) provision in prior years 39 (7) (42) 5
(2,142) (1,940) - -
Income tax expense recognised in
profit or loss 3,420 717 181 33
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9. Income tax expense (cont’d)

The reconciliation between tax expense and product of accounting profit/(loss) multiplied by the applicable
corporate tax rate for the years ended 31 July 2026 and 2025 is as follows:

Group
2026 2025

RM’000 RM’000

Profit/(loss) before tax 12,873 (7,468)

Tax at Malaysian statutory tax rate of 24% (2025: 24%) 3,090 (1,792)
Adjustments:

Effect of different tax rate on foreign expense 6 (18)

Income not subject to tax (968) (94)

Non-deductible expenses 114 1,090

Deferred tax asset not recognised 989 1,699

Over provision of income tax in prior years (31) (161)

Under/(over) provision of deferred tax in prior years 39 (7)

Real property gains tax 181 -

Income tax expense recognised in profit or loss 3,420 717

Company
2026 2025

RM’000 RM’000

Profit/(loss) before tax 564 (6,251)

Tax at Malaysian statutory tax rate of 24% (2025: 24%) 135 (1,500)
Adjustments:

Income not subject to tax (968) (94)

Non-deductible expenses 124 874

Deferred tax asset not recognised 751 810

Over provision of income tax in prior years - (62)

(Over)/under provision of deferred tax in prior years (42) 5

Real property gains tax 181 -

Income tax expense recognised in profit or loss 181 33

Domestic current income tax is calculated at the Malaysian statutory tax rate of 24% (2025: 24%) of the
estimated assessable profit/(loss) for the year.

Taxation for other jurisdiction is calculated at the prevailing rate of the respective jurisdictions. The above
reconciliation is prepared by aggregating separate reconciliation for each national jurisdiction.
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10.

114

Earnings per share

Basic earnings/(loss) per share amounts are calculated by dividing profit/(loss) net of tax, attributable to owners
of the Company by the weighted average number of ordinary shares outstanding during the financial year.

The following tables reflect the profit/(loss) and share data used in the computation of basic earnings per share
for the years ended 31 July:

Group
2026 2025
RM’000 RM’000
Profit/(loss) attributable to owners of the Company 9,453 (8,185)

Number of shares

2026 2025
‘000 ‘000
Weighted average number of ordinary shares for basic
earnings/(loss) per share calculation 43,015 43,015
2026 2025
Basic earnings/(loss) per share 22.0 sen (19.0 sen)

The Group has no potential ordinary shares in issue as at reporting date and therefore diluted earnings per share
has not been presented.

There has been no other transaction involving ordinary shares or potential ordinary shares between the reporting
date and the date of authorisation of these financial statements.
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11. Property, plant and equipment

Office
Plant, equipment,
machinery furniture and
Freehold Leasehold and test Motor fittings and
Buildings land land Renovation  equipment*  vehicles  computers Total
RM’000 RM’000 RM’000 RM’'000 RM’000 RM’000 RM’000 RM’000
Group
At 31 July 2026
At cost
At 1 August 2025 33,748 1,111 7,028 37,264 971,876 1,060 12,132 1,064,219
Additions 3,429 - - 1,164 70,141 388 1,193 76,315
Disposals (3,322) - - - (38,630) (520) (32) (42,504)
Write off - - - - (705) - (467) (1,172)
Exchange differences 101 - - 578 3,473 2 74 4,228
At 31 July 2026 33,956 1,111 7,028 39,006 1,006,155 930 12,900 1,101,086
Accumulated
depreciation
At 1 August 2025 26,450 - 2,380 35,658 854,187 1,060 10,717 930,452
Depreciation charge
for the year 2,716 - 110 739 44,372 45 583 48,565
Disposals (3,322) - - - (38,512) (520) (32) (42,386)
Write off - - - - (705) - (467) (1,172)
Exchange differences 70 - - 576 3,397 2 74 4,119
At 31 July 2026 25914 - 2,490 36,973 862,739 587 10,875 939,578
Net carrying amount 8,042 1,111 4,538 2,033 143,416 343 2,025 161,508

*

Included in the net carrying amounts of the Group’s ‘Plant, machinery and test equipment’ of RM30,930,000, were
assets which had not been depreciated as they were not available for use. Plant, machinery and test equipment were not
available for use as they were under testing phase.

KESM INDUSTRIES BERHAD ¢ ANNUAL REPORT 2026 115



NOTES TO THE FINANCIAL STATEMENTS

For the financial year ended 31 July 2026

11. Property, plant and equipment (cont’d)

Office
Plant, equipment,
machinery furniture and
Freehold Leasehold and test Motor fittings and
Buildings land land Renovation equipment*  vehicles  computers Total

RM’'000 RM’'000 RM’'000 RM’'000 RM’'000 RM’'000 RM’'000 RM’'000

Group

At 31 July 2025

At cost
At 1 August 2024 35,402 1,111 7,775 38,881 972,782 1,067 12,122 1,069,140
Additions 10 - - 633 16,965 - 269 17,877
Disposals - - - - (4,738) - - (4,738)
Write off - - - (234) (1,499) - 9) (1,742)
Reclassified to assets

held for sale (1,310) - (747) - - - - (2,057)
Exchange differences (354) - - (2,016) (11,634) (7) (250) (14,261)
At 31 July 2025 33,748 1,111 7,028 37,264 971,876 1,060 12,132 1,064,219
Accumulated

depreciation
At 1 August 2024 24,003 - 2,306 37,241 830,215 1,067 10,393 905,225
Depreciation charge

for the year 2,778 - 118 654 41,285 - 569 45,404
Disposals - - - - (4,731) - - (4,731)
Write off - - - (234) (1,499) - 9) (1,742)
Reclassified to assets

held for sale (251) - (44) - - - - (295)
Exchange differences (80) - - (2,003) (11,083) (7) (236) (13,409)
At 31 July 2025 26,450 - 2,380 35,658 854,187 1,060 10,717 930,452
Net carrying amount 7,298 1,111 4,648 1,606 117,689 - 1,415 133,767
* Included in the net carrying amounts of the Group’s ‘Plant, machinery and test equipment’ of RM6,289,000, were assets

which had not been depreciated as they were not available for use. Plant, machinery and test equipment were not
available for use as they were under testing phase.
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11. Property, plant and equipment (cont’d)

Office
Plant, equipment,
machinery furniture and
Freehold  Leasehold and test Motor fittings and
Buildings land land Renovation equipment*  vehicles  computers Total
RM’000 RM’000 RM’000 RM’'000 RM’'000 RM’000 RM’000 RM’000
Company
At 31 July 2026
At cost
At 1 August 2025 18,224 1,111 4,328 4,287 144,480 589 4,531 177,550
Additions 3,429 - - 264 5,766 388 393 10,240
Disposals (3,322) - - - (389) (520) - (4,231)
Write off - - - - (568) - (34) (602)
At 31 July 2026 18,331 1,111 4,328 4,551 149,289 457 4,890 182,957
Accumulated
depreciation
At 1 August 2025 14,107 - 1,030 3,652 136,421 589 4,030 159,829
Depreciation charge
for the year 1,724 - 46 325 3,802 45 211 6,153
Disposals (3,322) - - - (389) (520) - (4,231)
Write off - - - - (568) - (34) (602)
At 31 July 2026 12,509 - 1,076 3,977 139,266 114 4,207 161,149
Net carrying amount 5,822 1,111 3,252 574 10,023 343 683 21,808

*

Included in the net carrying amounts of the Company’s ‘Plant, machinery and test equipment’ of RM4,438,000, were
assets which had not been depreciated as they were not available for use. Plant, machinery and test equipment were not
available for use as they were under testing phase.
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11. Property, plant and equipment (cont’d)

Office
Plant, equipment,
machinery furniture and
Freehold Leasehold and test Motor fittings and
Buildings land land Renovation equipment*  vehicles  computers Total

RM’'000 RM’'000 RM’'000 RM’'000 RM’000 RM’'000 RM’'000 RM’'000

Company

At 31 July 2025

At cost
At 1 August 2024 19,524 1,111 5,075 3,972 144,330 589 4,445 179,046
Additions 10 - - 315 1,657 - 95 2,077
Disposals - - - - (23) - - (23)
Write off - - - - (1,484) - (9) (1,493)
Reclassified to assets

held for sale (1,310) - (747) - - - - (2,057)
At 31 July 2025 18,224 1,111 4,328 4,287 144,480 589 4,531 177,550

Accumulated
depreciation

At 1 August 2024 12,606 - 1,020 3,371 134,155 589 3,883 155,624
Depreciation charge

for the year 1,752 - 54 281 3,773 - 156 6,016
Disposals - - - - (23) - - (23)
Write off - - - - (1,484) - 9) (1,493)
Reclassified to assets

held for sale (251) - (44) - - - - (295)
At 31 July 2025 14,107 - 1,030 3,652 136,421 589 4,030 159,829
Net carrying amount 4,117 1,111 3,298 635 8,059 - 501 17,721

*

Included in the net carrying amounts of the Company’s ‘Plant, machinery and test equipment’ of RM439,000, were
assets which had not been depreciated as they were not available for use. Plant, machinery and test equipment were not
available for use as they were under testing phase.

118 KESM INDUSTRIES BERHAD ¢ ANNUAL REPORT 2026



NOTES TO THE FINANCIAL STATEMENTS

For the financial year ended 31 July 2026

11.

12.

Property, plant and equipment (cont’d)
(i) Additions

Additions of property, plant and equipment during the financial year were made by the following means:

Group Company
Note 2026 2025 2026 2025

RM’000 RM’000 RM’000 RM’000
Cash payments 38,200 7,363 3,601 1,945
Amount due to
related companies 2,296 - 868 -
Lease liabilities 12 7,917 199 5,650 9
Other payables 21 27,902 10,315 121 123

76,315 17,877 10,240 2,077

(ii) Right-of-use assets acquired under leasing arrangements are presented together with the owned assets
of the same class. Details of such leased assets are disclosed in Note 12.

(iii)  Assets held for sale

On 28 May 2025, the Group entered into a sale and purchase agreement for the disposal of leasehold land
and building for a cash consideration of RM4,000,000.

The disposal was completed on 9 January 2026.

Leases

As a lessee

Buildings

The Group and the Company have lease contracts for offices and factories used in its operations, and
accommodations for workers. These leases have contract terms of 3 to 5 years, and do not contain variable lease
payments. The Group’s and the Company’s obligation under its leases are secured by the lessor’s title to the
leased assets.

Leasehold land

The Group and the Company have made upfront payments to secure the right-of-use of 60 to 99 years leasehold
land, which are used for production purposes. There are no externally imposed covenants on these lease
arrangements.

Plant, machinery and test equipment and motor vehicles

These leases have contract terms of 2 to 4 years, and do not contain variable lease payments. The lease
arrangements prohibit the Group from subleasing to third parties.

Short-term leases and leases of low-value assets
The Group and the Company have certain leases of accommodations for workers with lease terms of 12 months or

less, and leases of plant, machinery and test equipment, and office equipment with low value. The Group and the
Company apply the ‘short-term lease’ and ‘lease of low-value assets’ recognition exemptions for these leases.
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12. Leases (cont’d)
As a lessee (cont’d)
(i Right-of-use assets

Set out below are the carrying amounts of right-of-use assets (classified within ‘Property, plant and
equipment’) and the movements during the year:

Plant,
machinery
Leasehold and test Motor
Buildings land equipment vehicles Total
RM’000 RM’000 RM’000 RM’000 RM’000

Group
At 31 July 2026
At 1 August 2025 4,437 4,648 149 - 9,234
Additions 3,429 - 5,195 388 9,012
Depreciation (2,535) (110) (384) (45) (3,074)
Exchange differences 31 - - - 31
At 31 July 2026 5,362 4,538 4,960 343 15,203
At 31 July 2025
At 1 August 2024 7,249 5,469 53 - 12,771
Additions 10 - 171 - 181
Depreciation (2,548) (118) (33) - (2,699)
Transfer out upon lease expiry - - (42) - (42)
Reclassified to assets held

for sale - (703) - - (703)
Exchange differences (274) - - - (274)
At 31 July 2025 4,437 4,648 149 - 9,234
Company
As at 31 July 2026
As at 1 August 2025 1,256 3,298 - - 4,554
Additions 3,429 - 3,058 388 6,875
Depreciation (1,543) (46) (268) (45) (1,902)
As at 31 July 2026 3,142 3,252 2,790 343 9,527
As at 31 July 2025
As at 1 August 2024 2,768 4,055 - - 6,823
Additions 10 - - - 10
Depreciation (1,522) (54) - - (1,576)
Reclassified to assets held

for sale _ (703) _ _ (703)
As at 31 July 2025 1,256 3,298 - - 4,554
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12. Leases (cont’d)
As a lessee (cont’d)
(ii) Lease liabilities

Set out below are the carrying amounts of lease liabilities (included under interest-bearing loans and
borrowings) and the movements during the year:

Group Company
Note 2026 2025 2026 2025
RM’000 RM’000 RM’000 RM’000
As at 1 August 2025/2024 4,655 7,266 1,329 2,834
Additions 7,917 199 5,650 9
Accretion of interest 7 397 308 202 106
Payments (3,453) (2,823) (1,978) (1,620)
Exchange differences 71 (295) - -
As at 31 July 2026/2025 9,587 4,655 5,203 1,329
Current 19 4,070 1,893 2,562 910
Non-current 19 5,517 2,762 2,641 419
9,587 4,655 5,203 1,329
(iii) Amounts recognised in profit or loss:
Group Company
Note 2026 2025 2026 2025
RM’000 RM’000 RM’000 RM’000
Depreciation expense of
right-of-use assets 12(i) 3,074 2,699 1,902 1,576
Interest expense on lease
liabilities 7 397 308 202 106
Lease expense relating to
short-term lease 1,944 325 107 175
Lease expense relating to
low-value assets 108 114 13 19
8 2,052 439 120 194
Total amount recognised
in profit or loss 5,523 3,446 2,224 1,876

The Group and the Company had total cash outflows for leases of RM5,505,000 and RM2,098,000
(2025: RM3,262,000 and RM1,814,000) respectively in the current financial year. The Group and the Company
also had non-cash additions to right-of-use assets and lease liabilities of RM7,917,000 and RM5,650,000
(2025: RM199,000 and RM9,000) respectively in the current financial year.
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Leases (cont’d)

As a lessor

@

(b)

An immediate lessor

The Group and the Company lease out part of their owned buildings to third parties and one of its
subsidiaries respectively, for monthly lease payments. These leases are classified as operating leases
because the risk and rewards incidental to ownership of the assets are not substantially transferred.

The future minimum rental receivable under non-cancellable operating leases contracted for at the end of
the reporting period are as follows:

Group
2026 2025
RM’000 RM’000
Within one year 490 158
Later than one year but not later than five years 665 -
1,155 158

An intermediate lessor

The Company acts as an intermediate lessor under arrangement in which it subleases out the factory
and accommodations for workers to one of its subsidiaries for monthly lease payments. The sublease
periods do not form a major part of the remaining lease terms under the head leases and accordingly, the
sub-leases are classified as operating leases.

Income from subleasing the factory and accommodations for workers recognised during the financial year
by the Company was RM727,000 (2025: RM704,000).

Investment in subsidiaries

Company
2026 2025
RM’000 RM’000
Unquoted shares, at cost 79,250 79,250
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13. Investment in subsidiaries (cont’d)
Composition of the Group

The Company has the following investments in subsidiaries:

Place of
business/
country of Proportion of
Name of company incorporation Principal activities ownership interest
2026 2025
% %
KESP Sdn. Bhd.* Malaysia Provision of semiconductor 100 100
burn-in and testing services
KESM Test (M) Sdn. Bhd.* Malaysia Provision of semiconductor 100 100
testing services
KESM Industries (Tianjin) PRC Provision of semiconductor 100 100
Co., Ltd" burn-in and testing services
* Audited by Ernst & Young PLT, Malaysia.
A Audited by Ernst & Young Hua Ming LLP, China, for the purpose of Group consolidation.
14. Inventories
Group Company
2026 2025 2026 2025
RM’000 RM’000 RM’000 RM’000
At cost
Consumables 2,167 1,985 31 25

There was no write-down of inventories by the Group and the Company during the financial year.

KESM INDUSTRIES BERHAD ¢ ANNUAL REPORT 2026 123



NOTES TO THE FINANCIAL STATEMENTS

For the financial year ended 31 July 2026

15. Trade and other receivables
Group Company
Note 2026 2025 2026 2025
RM’000 RM’000 RM’000 RM’000
Non-current
Other receivables
Refundable deposits 526 358 256 106
Loans to a subsidiary - - 2,222 1,339
Total non-current other receivables 526 358 2,478 1,445
Current
Trade receivables
Third parties 49,684 41,816 9,045 8,434
Less: Allowance for impairment (89) (907) - -
49,595 40,909 9,045 8,434
Current
Other receivables
Refundable deposits 304 559 272 532
Sundry receivables 4,141 2,165 302 618
Loans to a subsidiary - - 2,487 867
Amounts due from subsidiaries - - 2,393 2,094
Amounts due from related
companies 15 30 1 29
4,460 2,754 5,455 4,140
Total current trade and other
receivables 54,055 43,663 14,500 12,574
Total trade and other receivables 54,581 44,021 16,978 14,019
Add: Cash and short-term deposits 16 217,366 210,121 43,016 42,252
Total financial assets carried at
amortised cost 271,947 254,142 59,994 56,271

(0] Trade receivables and sundry receivables

Trade receivables are non-interest bearing and are generally on 30 to 90 days (2025: 30 to 90 days)
terms. They are recognised at their original invoice amounts which represent their fair values on initial
recognition.

Sundry receivables are non-interest bearing and are to be repaid in cash.
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15. Trade and other receivables (cont’d)
(ii) Receivables that are impaired
Trade receivables that are individually determined to be impaired at the end of the reporting period relate
to debtors who have defaulted on payments. These receivables are not secured by any collateral or credit

enhancements.

Expected credit losses

The movement in allowance for expected credit losses of trade receivables computed based on lifetime
ECL are as follows:

Group
Note 2026 2025
RM’000 RM’000
At beginning of the year 907 100
(Reverse from)/charge to profit or loss 8 (802) 831
Exchange differences (16) (24)
At end of the year 89 907

During the financial year, reversal of impairment of RM802,000 (2025: impairment of RM831,000) was
recognised in the statement of profit or loss of the Group.

(iii) Related company receivables

Loans to a subsidiary bore interest rate between 4.63% and 5.06% (2025: between 4.91% and 5.06%)
per annum, is unsecured and repayable within three years.

Amounts due from subsidiaries are non-trade in nature, unsecured, non-interest bearing and are
repayable on demand.

Amounts due from related companies are non-trade in nature, unsecured, non-interest bearing and
repayable on demand. Related companies refer to its ultimate holding company, Sunright Limited and its
subsidiaries.

The carrying amounts of total trade and other receivables are denominated in the following currencies:

Group Company
2026 2025 2026 2025
RM’000 RM’000 RM’000 RM’000
United States Dollar 24,024 14,211 463 652
Ringgit Malaysia 17,660 18,528 16,515 13,367
Renminbi 12,897 11,282 - -
54,581 44,021 16,978 14,019
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17.
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Cash and short-term deposits

Group Company
2026 2025 2026 2025

RM’000 RM’000 RM’000 RM’000

Cash at banks and on hand 21,282 19,564 6,368 4,464

Deposits with licensed banks 196,084 190,557 36,648 37,788

Cash and short-term deposits 217,366 210,121 43,016 42,252
Less: Bank deposits with maturity

more than three months (133,600) (137,500) (8,000) (14,000)

Cash and cash equivalents 83,766 72,621 35,016 28,252

Cash and short-term deposits are denominated in the following currencies:

Group Company
2026 2025 2026 2025
RM’000 RM’000 RM’000 RM’000
United States Dollar 6,319 4,670 1,523 427
Ringgit Malaysia 200,646 194,382 41,493 41,825
Renminbi 10,401 11,069 - -
217,366 210,121 43,016 42,252

Cash at banks earns interest at floating rates based on daily bank deposit rates. Short-term deposits, other
than those with maturity more than three months, are made for varying periods of between five days and three
months (2025: between seven days and three months), depending on the immediate cash requirements of the
Group and of the Company, and earn interests at the respective short-term deposit rates. The weighted average
effective interest rates of short-term deposits as at 31 July 2026 for the Group and the Company were 3.1%

(2025: 3.3%) and 2.9% (2025: 3.1%) per annum respectively.

Cash and short-term deposits of RM10,401,000 (2025: RM11,069,000) held in PRC are subject to local
exchange control restrictions. These regulations place restriction on the amount of currency being exported

other than through dividends and trade-related transactions.

Share capital

Group and Company

Number of
ordinary shares Amount
2026 2025 2026 2025
‘000 ‘000 RM’000 RM’000
Issued and fully paid, at no par value:
At beginning/end of the year 43,015 43,015 43,678 43,678

The holders of ordinary shares are entitled to receive dividends as and when declared by the Company.
All ordinary shares carry one vote per share without restrictions and rank equally with regard to the Company’s

residual assets.
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18. Reserves

Group Company
Note 2026 2025 2026 2025
RM’000 RM’000 RM’000 RM’000
Distributable:
Retained earnings 282,896 278,521 112,662 117,441
Non-distributable:
Foreign currency translation
reserve (i) 10,676 10,101 - -
Statutory reserve fund (i) 4,629 4,629 - -
Merger relief reserve (iii) - - 1,215 1,215
Capital reserve (iv) 2,240 2,240 - -
300,441 295,491 113,877 118,656

(i) Foreign currency translation reserve

The foreign currency translation reserve represents exchange differences arising from the translation
of the financial statements of foreign operation whose functional currency is different from that of the
Group’s presentation currency.

(ii)  Statutory reserve fund
In accordance with the Foreign Enterprise Law applicable to the subsidiary in the PRC, the subsidiary is
required to make an appropriation to a Statutory Reserve Fund (“SRF”). At least 10% of the statutory
after tax profits as determined in accordance with the applicable PRC accounting standards and
regulations must be allocated to the SRF until the cumulative total of SRF reaches 50% of the subsidiary’s
registered capital. Subject to approval from the relevant PRC authorities, the SRF may be used to offset
any accumulated losses or increase the registered capital of the subsidiary. The SRF is not available for
dividend distribution to shareholders.

(iii)  Merger relief reserve

Merger relief reserve represents the excess of consideration paid over the share capital of the acquired
subsidiary.

(iv) Capital reserve

Capital reserve represents the shares of subsidiaries received by the Company arising from bonus issue.
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19. Loans and borrowings

Group Company
Maturity 2026 2025 2026 2025
years RM’000 RM’000 RM’000 RM’000
Current
Unsecured
Revolving credits 2026 - 1,847 - -
Term loans 2027 12,192 25,493 - -
Secured
Lease liabilities (Note 12) 4,070 1,893 2,562 910
16,262 29,233 2,562 910
Non-current
Unsecured
Term loans 2028 - 2030 19,229 3,995 - -
Secured
Lease liabilities (Note 12) 5517 2,762 2,641 419
24,746 6,757 2,641 419
Total loans and borrowings 41,008 35,990 5,203 1,329

(i Revolving credits
At the previous financial year end, the revolving credits of the Group bore interests of 4.2% per annum.
(i)  Termloans

At the reporting date, the term loans of the Group bore interests between 4.3% and 5.0%
(2025: between 4.5% and 5.0%) per annum.

(iii)  Lease liabilities
The lease liabilities of the Group and the Company bore interests between 5.0% and 7.8%

(2025: between 4.7% and 7.1%), and between 5.1% and 6.8% (2025: between 4.7% and 5.1%) per
annum respectively at the reporting date.
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19. Loans and borrowings (cont’d)
A reconciliation of movement of liabilities to cash flows arising from financing activities is as follows:

Non-cash items

1 August 2025 Cash flows Addition Others 31 July 2026

RM’000 RM’000 RM’000 RM’000 RM’000
Group
Revolving credits and

term loans

- Current 27,340 (30,492) - 15,344 12,192
- Non-current 3,995 30,541 - (15,307) 19,229
Lease liabilities
- Current 1,893 (3,056) - 5,233 4,070
- Non-current 2,762 - 7,917 (5,162) 5517
Total 35,990 (3,007) 7,917 108 41,008
Company
Lease liabilities
- Current 910 (1,776) - 3,428 2,562
- Non-current 419 - 5,650 (3,428) 2,641
Total 1,329 (1,776) 5,650 — 5,203

Non-cash items

1 August 2024 Cash flows Addition Others 31 July 2025
RM’000 RM’000 RM’000 RM’000 RM’000

Group
Revolving credits and

term loans
- Current 36,626 (34,659) - 25,373 27,340
- Non-current 29,368 - - (25,373) 3,995
Lease liabilities
- Current 2,433 (2,515) - 1,975 1,893
- Non-current 4,833 - 199 (2,270) 2,762
Total 73,260 (37,174) 199 (295) 35,990
Company
Term loans
- Current 25 (25) - - -
Lease liabilities
- Current 1,515 (1,514) - 909 910
- Non-current 1,319 - 9 (909) 419
Total 2,859 (1,539) 9 — 1,329

The ‘Others’ column relates to the reclassification of non-current portion of loans and borrowings. The remaining
amount relates to foreign exchange movement, if any.
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19. Loans and borrowings (cont’d)

The carrying amounts of total loans and borrowings are denominated in the following currencies:

Group Company
2026 2025 2026 2025
RM’000 RM’000 RM’000 RM’000
Renminbi 16,062 5,035 - -
Ringgit Malaysia 24,946 30,955 5,203 1,329
41,008 35,990 5,203 1,329
20. Deferred tax (assets)/liabilities
Group Company
Note 2026 2025 2026 2025
RM’000 RM’000 RM’000 RM’000
At beginning of the year (929) 872 (3,969) (3,969)
Recognised in profit or loss 9 (2,142) (1,940) - -
Exchange differences (40) 139 - -
At end of the year (3,111) (929) (3,969) (3,969)
Presented after appropriate
offsetting as follows:
Deferred tax assets (5,983) (5,943) (3,969) (3,969)
Deferred tax liabilities 2,872 5,014 - -
(3,111) (929) (3,969) (3,969)

The components and movements of deferred tax assets and liabilities during the financial year prior to offsetting
are as follows:

Deferred tax liabilities of the Group

Property,
plant and
equipment Others Total
RM’000 RM’000 RM’000
At 1 August 2024 8,707 - 8,707
Recognised in profit or loss (1,932) 5 (1,927)
At 31 July 2025 6,775 5 6,780
Recognised in profit or loss (1,977) (4) (1,981)
At 31 July 2026 4,798 1 4,799
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20. Deferred tax (assets)/liabilities (cont’d)

Deferred tax assets of the Group

Property, Unabsorbed

plant and capital
equipment allowance Others* Total
RM’000 RM’000 RM’000 RM’000

At 1 August 2024 (2,113) (3,969) (1,753) (7,835)
Recognised in profit or loss (22) (2) 11 (13)
Exchange differences 139 - - 139
At 31 July 2025 (1,996) (3,971) (1,742) (7,709)
Recognised in profit or loss 4 2 (167) (161)
Exchange differences (40) - - (40)
At 31 July 2026 (2,032) (3,969) (1,909) (7,910)
Net (3,111)
Deferred tax liabilities of the Company

Others

RM’000
At 1 August 2024 -
Recognised in profit or loss
At 31 July 2025
Recognised in profit or loss (2)
At 31 July 2026 —
Deferred tax assets of the Company

Unabsorbed
capital
allowance

RM’000
At 1 August 2024 (3,969)
Recognised in profit or loss (2)
At 31 July 2025 (3,971)
Recognised in profit or loss 2
At 31 July 2026 (3,969)
Net (3,969)

* Others comprise other deductible temporary differences relating to provisions.
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20. Deferred tax (assets)/liabilities (cont’d)

Deferred tax assets have not been recognised in respect of the following items:

Group Company

2026 2025 2026 2025

RM’000 RM’000 RM’000 RM’000
Property, plant and equipment 24,232 22,878 3,763 2,242
Unabsorbed capital allowances 9,311 8,422 2,534 2,408
Unutilised business losses 26,643 25,110 782 -
Other deductible temporary differences 4,010 3,631 1,192 491
64,196 60,041 8,271 5,141

The availability of the above deductible temporary differences for offsetting against future taxable profits of the
subsidiaries is subject to the tax laws and legislation of the countries in which the subsidiaries operate. The
unutilised business losses of entities in PRC and Malaysia are allowed to be carried forward for a maximum period
of five and ten years respectively. Upon expiry of the relevant periods, the unutilised business losses will be
disregarded.

Pursuant to relevant tax regulations, the unutilised business losses at the end of reporting period will expire as

follows:
Group Company
2026 2025 2026
RM’000 RM’000 RM’000
Expiring in 2027 1,671 2,223 -
Expiring in 2028 2,801 2,801 -
Expiring in 2029 1,912 1,912 -
Expiring in 2030 6,366 6,366 -
Expiring in 2031 1,584 1,584 -
Expiring in 2032 4,235 4,235 -
Expiring in 2033 2,076 2,076 -
Expiring in 2034 1,893 1,893 -
Expiring in 2035 2,020 2,020 -
Expiring in 2036 2,085 - 782
26,643 25,110 782
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21. Trade and other payables

Group Company
Note 2026 2025 2026 2025
RM’000 RM’000 RM’000 RM’000
Non-current
Other payables
Deferred grant income 580 - - -
Current
Trade payables
Third parties 1,791 1,546 19 -
Other payables
Accrued operating expenses 9,591 7,225 4,467 3,294
Deferred grant income 224 - - -
Sundry payables 7,949 6,676 1,704 1,988
Dividend payable 2,581 - 2,581 -
Balance due for acquisitions of
property, plant and equipment 11 27,902 10,315 121 123
Amounts due to ultimate holding
company 2,838 2,959 1,260 1,329
Amounts due to a subsidiary - - - 443
Amounts due to related
companies 2,303 - 875 -
Total current trade and other
payables 55,179 28,721 11,027 7,177
Total trade and other payables 55,759 28,721 11,027 7,177
Add: Loans and borrowings
(exclude lease liabilities) 31,421 31,335 - -
Less: Deferred grant income (804) - - -
Total financial liabilities carried
at amortised cost 86,376 60,056 11,027 7,177

(0] Trade payables and sundry payables

Trade payables and sundry payables, including balance for acquisitions of property, plant and equipment,
are non-interest bearing. They are normally settled on 30 to 90 days (2025: 30 to 90 days) terms.

(ii) Related companies payables

Amounts due to ultimate holding company, subsidiary and related companies are non-trade in nature,
unsecured, non-interest bearing and are repayable on demand.

(iii) Deferred grant income

Deferred grant income relates to government grants received for the purchase of certain property, plant
and equipment. The deferred grant income is recognised in profit or loss on a systematic basis over the
estimated useful lives of the related property, plant and equipment.
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21. Trade and other payables (cont’d)

The carrying amounts of total trade and other payables are denominated in the following currencies:

Group Company
2026 2025 2026 2025
RM’000 RM’000 RM’000 RM’000
United States Dollar 21,985 6,108 985 573
Ringgit Malaysia 17,872 11,444 8,808 5,310
Renminbi 11,508 8,125 - -
Others 4,394 3,044 1,234 1,294
55,759 28,721 11,027 7,177

22. Defined benefit liabilities

The Group operates an unfunded defined benefit plan. The level of benefit provided depends on eligible
employees’ length of service and their salary in their final years leading up to retirement.

The amount included in the consolidated statement of financial position arising from the Group’s liabilities in
respect of its defined benefit plan is as follows:

Group
2026 2025
RM’000 RM’000
Present value of defined benefit obligations,
representing defined benefit liabilities
- Non-current 6,600 6,197
Changes in present value of the defined benefit obligations are as follows:
Group
2026 2025
RM’000 RM’000
Balance at beginning of the year 6,197 5,662
Current service costs 301 303
Interest costs 186 154
Remeasurement (gain)/loss arising from changes in
financial assumptions (84) 78
Balance at end of the year 6,600 6,197
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22. Defined benefit liabilities (cont’d)

The components of amounts recognised in the consolidated statement of profit or loss and other comprehensive
income in respect of the defined benefit plan are as follows:

Reported in profit or loss

Group
Note 2026 2025
RM’000 RM’000
Current service costs 6 301 303
Interest costs 7 186 154
487 457
Reported in other comprehensive income
Group
2026 2025
RM’000 RM’000
Remeasurement (gain)/loss arising from changes in
financial assumptions (84) 78

The principal assumptions used in determining the liabilities for the defined benefit plan are shown below:

Group
2026 2025
% %
Discount rates 3.78 - 3.86 3.61-3.65
Expected rate of future salary increases 4.2 4.3

The sensitivity analysis below has been determined based on reasonably possible changes of each significant
assumption on the defined benefit liabilities at the reporting date. Assuming all other assumptions were held
constant, the Group’s defined benefit liabilities will be higher/(lower) by:

Group
Increase/ 2026 2025
(decrease) RM’000 RM’000
Discount rates 0.25% (71) (82)
(0.25%) 72 83
Expected rate of future salary increases 0.25% 72 82
(0.25%) (71) (81)

The duration of the defined benefit liabilities at the reporting date is 3 to 6 years (2025: 4 to 7 years).
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23.
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Related party transactions

0}

(i)

Sales and purchase of goods and services

In addition to the related party information disclosed elsewhere in the financial statements, the following
significant transactions between the Group, Company and related parties took place at terms agreed

between the parties during the financial year.

Company
2026 2025 2026 2025
RM’000 RM’000 RM’000 RM’000
Transactions with Sunright Limited,
ultimate holding company of the
Company, and its subsidiaries
Management fees charged by Sunright
Limited 9,960 10,345 3,946 4,520
Dividend paid/payable to Sunright Limited 2,499 1,562 2,499 1,562
Rental received/receivable from KES
Systems, Inc. 12 - - -
Sale of equipment to:
- KES Systems & Service (1993) Pte Ltd - 21 - 21
Purchases from:
- KES Systems & Service (1993) Pte Ltd 2,755 - 20 -
- KES Systems, Inc. 5,149 - 5,149 -
- KEST Systems and Service Ltd. - 162 - 162
Company
2026 2025
RM’000 RM’000
Transactions with subsidiaries
Rental income from a subsidiary 1,828 1,764
Commission income from a subsidiary 415 426
Interest income on loans to a subsidiary 132 61
Purchase of equipment from a subsidiary - 439
Loans to a subsidiary 3,620 2,600

Information regarding outstanding balances arising from related party transactions as at reporting date is

disclosed in Notes 15(iii) and 21(ii).

The directors are of the opinion that the above transactions were in the normal course of business and at

terms mutually agreed between the companies.

Compensation of key management personnel

The executive directors of the Group and of the Company are the key management personnel of the Group

and the Company, whose remuneration are disclosed in Note 8.
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24. Commitments

0}

(i)

(iii)

Capital commitments

Capital expenditure as at the reporting date is as follows:

Group Company
2026 2025 2026 2025
RM’000 RM’000 RM’000 RM’000
Property, plant and equipment
Authorised and contracted for 20,159 19,373 204 94

Financial instruments

Derivatives included in the statement of financial position at 31 July are as follows:

2026 2025
Note Liabilities Liabilities
RM’000 RM’000
Group
Forward currency contracts 25(ii) (136) (101)

The Group uses derivatives financial instruments such as forward currency contracts to manage its risks
associated with foreign currency fluctuations of its trade receivables. During the financial year, the Group
undertakes derivatives arrangements with financial institution for managing foreign currency risk. As at
31 July 2026, the Group held five (2025: nineteen) forward currency contracts, with total outstanding
notional amounts of RM4,166,000 (2025: RM12,419,000). The outstanding forward contracts mature
within 3 months (2025: 3 months).

The Group does not apply hedge accounting.
Guarantees
As at 31 July 2026, the Company has provided corporate guarantees to the financial institutions

for one of its subsidiaries in connection with loans and borrowings amounting to RM13,808,000
(2025: RM1,847,000).

25. Fair value of assets and liabilities

@

Fair value hierarchy

The Group and the Company categorise fair value measurements using a fair value hierarchy that is
dependent on the valuation inputs used as follows:

- Level 1 Quoted prices (unadjusted) in active market for identical assets or liabilities that the
Group and the Company can access at the measurement date;

Level 2 Inputs other than quoted prices included within Level 1 that are observable for the
asset or liability, either directly or indirectly; and

- Level 3 Unobservable inputs for the asset or liability.
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Fair value of assets and liabilities (cont’d)

0}

(i)

Fair value hierarchy (cont’d)
Fair value measurements that use inputs of different hierarchy levels are categorised in its entirely in
the same level of the fair value hierarchy as the lowest level input that is significant to the entire

measurement.

There has been no transfer between levels of fair value measurements during the financial years ended
31 July 2026 and 31 July 2025.

Assets and liabilities measured at fair value

The following table shows an analysis of each class of assets and liabilities measured at fair value at the
reporting date:

Quoted Significant
prices in observable
active inputs
markets for other than
identical quoted
instruments price
(Level 1) (Level 2) Total
RM’000 RM’000 RM’000
Group
2026
Financial assets/(liabilities) at fair value through
profit or loss
Investment securities (quoted) 4,760 - 4,760
Derivatives (Note 24¢(ii)) - (136) (136)
4,760 (136) 4,624
2025
Financial assets/(liabilities) at fair value through
profit or loss
Investment securities (quoted) 10,649 - 10,649
Derivatives (Note 24¢(ii)) - (101) (101)
10,649 (101) 10,548
Company
2026
Financial assets at fair value through profit or loss
Investment securities (quoted) 4,760 - 4,760
2025
Financial assets at fair value through profit or loss
Investment securities (quoted) 10,649 - 10,649
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26.

Fair value of assets and liabilities (cont’d)
(iii)  Level 2 fair value measurements

The following is a description of the valuation techniques and inputs used in the fair value measurement
for assets and liabilities that are categorised within Level 2 of the fair value hierarchy:

Derivatives

Forward currency contracts are valued using a valuation technique with market observable inputs.
The most frequently applied valuation techniques include forward pricing model, using present value
calculations. The model incorporates various inputs including foreign exchange spot and forward rates as
well as forward rate curves.

(iv) Assets and liabilities not measured at fair value and whose carrying amounts are reasonable
approximation of fair value

Trade and other receivables (Note 15), cash and short-term deposits (Note 16), loans and borrowings
(Note 19) and trade and other payables (Note 21)

The carrying amounts of these financial assets and liabilities are reasonable approximation of fair values,
either due to their short-term nature or that they are instruments that are priced to market interest rates
on or near the reporting date.

Financial risk management objectives and policies

The Group’s and the Company’s overall risk management programme seeks to minimise potential adverse effects
on financial performance of the Group and of the Company that these risks may expose.

The Group and the Company are exposed to financial risks arising from their operations and the use of financial
instruments. The key financial risks include interest rate risk, foreign currency risk, liquidity risk, credit risk and
market price risk. The Board of Directors reviews policies and procedures for the management of these risks.
The Audit Committee provides independent oversight to the effectiveness of the risk management process. It is,
and has been, throughout the current and previous financial year, the Group’s and the Company’s policy that no
trading in derivatives for speculative purposes shall be undertaken.

The following sections provide details regarding the Group’s and the Company’s exposure to the
above-mentioned financial risks and the objectives, policies and processes for the management of these risks.

There has been no change to the Group’s and Company’s exposure to these financial risks or the manner in
which they manage and measure the risks.

(i) Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of the Group’s and of the Company’s
financial instruments will fluctuate because of changes in market interest rates.

The Group’s and the Company’s exposure to interest rate risks arises primarily from their loans and
borrowings. The Group and the Company obtain additional financing through bank borrowings and leasing
arrangements.

The Group’s and the Company’s interest-bearing financial assets are mainly short-term in nature, where
the surplus funds are placed with reputable licensed banks and financial institutions.

The Group’s and the Company’s policy is to obtain the most favourable interest rates available.
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Financial risk management objectives and policies (cont’d)

0}

(i)

(iii)

Interest rate risk (cont’d)

Sensitivity analysis for interest rate risk

At the reporting date, if interest rates had been 25 basis points lower/higher, with all other variables
held constant, the Group’s profit before tax (2025: loss before tax) would have been RM78,000 (2025:
RM122,000) higher/lower (2025: lower/higher), arising mainly as a result of lower/higher interest
expenses on floating rate loans.

Foreign currency risk

Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in foreign exchange rates.

The Group and the Company have transactional currency exposures arising from sales and purchases that
are denominated in currencies other than the respective functional currencies of Group entities, primarily
United States Dollar (“USD”). To manage its foreign currency risk, the Group has entered into forward
contract arrangements with financial institutions as disclosed in Note 24(ii).

The Group and the Company also hold cash and short-term deposits denominated in foreign currencies
(Note 16) for working capital purpose.

Sensitivity analysis for foreign currency risk

The following table demonstrates the increase/(decrease) in the Group’s and the Company’s profit before
tax (2025: loss before tax) to a reasonably possible change in USD exchange rate against RM with all
other variables held constant:

Group Company
2026 2025 2026 2025
RM’000 RM’000 RM’000 RM’000
USD/RM
- strengthened 1% (2025: 1%) 66 (128) 10 (5)
- weakened 1% (2025: 1%) (66) 128 (10) 5

The Group is also exposed to currency translation risk arising from the Company’s net investment in
foreign operation, PRC. As at reporting date, it is estimated that Renminbi (“RMB”) strengthened against
RM by 1%, with all other variables held constant, would increase the Group’s other comprehensive income
by approximately RM286,000 (2025: RM274,000). A weakened RMB against RM by 1% would have
had the equal but opposite effect on the aforesaid amount, on the basis that all other variables remain
constant.

Liquidity risk

Liquidity risk is the risk that the Group or the Company will encounter difficulty in meeting financial
obligations due to shortage of funds. The Group’s and the Company’s exposure to liquidity risk arises
primarily from mismatches of the maturities of financial assets and liabilities. The Group’s and the
Company’s cash and short-term deposits, operating cash flows, availability of banking facilities and
debt maturity profile are actively managed to ensure adequate working capital requirements and that
repayment and funding needs are met. The Group’s and the Company’s objective is to maintain a balance
between continuity of funding and flexibility through the use of stand-by credit facilities.
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Financial risk management objectives and policies (cont’d)

(iii)

Liquidity risk (cont’d)

Analysis of financial instruments by remaining contractual maturities

The tables below summarise the maturity profile of the Group’s and the Company’s financial assets used
for managing liquidity risk and financial liabilities at the reporting date based on contractual undiscounted

repayment obligations.

On demand
or within One to
Note one year five years Total

RM’000 RM’000 RM’000
2026
Group
Financial assets
Investment securities 4,760 - 4,760
Trade and other receivables 54,060 603 54,663
Cash and short-term deposits 16 217,366 - 217,366
Total undiscounted financial assets 276,186 603 276,789
Financial liabilities
Trade and other payables 21 (54,955) - (54,955)
Derivatives 24(ii) (136) - (136)
Loans and borrowings (exclude lease liabilities) (13,360) (20,213) (33,573)
Lease liabilities (4,557) (5,827) (10,384)
Total undiscounted financial liabilities (73,008) (26,040) (99,048)
Total net undiscounted financial assets/(liabilities) 203,178 (25,437) 177,741
Company
Financial assets
Investment securities 4,760 - 4,760
Trade and other receivables 14,658 2,603 17,261
Cash and short-term deposits 16 43,016 - 43,016
Total undiscounted financial assets 62,434 2,603 65,037
Financial liabilities
Trade and other payables 21 (11,027) - (11,027)
Lease liabilities (2,821) (2,756) (5,577)
Total undiscounted financial liabilities (13,848) (2,756) (16,604)
Total net undiscounted financial assets/(liabilities) 48,586 (153) 48,433
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Financial risk management objectives and policies (cont’d)

(iii)

Liquidity risk (cont’d)

Analysis of financial instruments by remaining contractual maturities (cont’d)

On demand
or within One to
Note one year five years Total

RM’000 RM’000 RM’000
2025
Group
Financial assets
Investment securities 10,649 - 10,649
Trade and other receivables 43,669 412 44,081
Cash and short-term deposits 16 210,121 - 210,121
Total undiscounted financial assets 264,439 412 264,851
Financial liabilities
Trade and other payables 21 (28,721) - (28,721)
Derivatives (101) - (101)
Loans and borrowings (exclude lease liabilities) (28,098) (4,040) (32,138)
Lease liabilities (2,079) (2,905) (4,984)
Total undiscounted financial liabilities (58,999) (6,945) (65,944)
Total net undiscounted financial assets/(liabilities) 205,440 (6,533) 198,907
Company
Financial assets
Investment securities 10,649 - 10,649
Trade and other receivables 12,665 1,505 14,170
Cash and short-term deposits 16 42,252 - 42,252
Total undiscounted financial assets 65,566 1,505 67,071
Financial liabilities
Trade and other payables 21 (7,177) - (7,177)
Lease liabilities (947) (428) (1,375)
Total undiscounted financial liabilities (8,124) (428) (8,552)
Total net undiscounted financial assets 57,442 1,077 58,519

As at the end of financial year, the contractual expiry of the Company’s corporate guarantees matured
within 4 year. This was based on the earliest period in which the corporate guarantee contracts could be
called. The maximum amount of the corporate guarantee contracts are disclosed in Note 26(iv)(b).
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Financial risk management objectives and policies (cont’d)

(iv)

Credit risk

Credit risk is the risk of loss that may arise on outstanding financial instruments should a counterparty
default on its obligations. The Group’s and the Company’s exposure to credit risk arises primarily
from trade and other receivables. For other financial assets (including investment securities, cash and
short-term deposits and derivatives), the Group and the Company minimise credit risk by dealing with
high credit rating counterparties.

The Group’s and the Company’s objective is to seek continual revenue growth while minimising losses
incurred due to increased credit risk exposure. The Group and the Company trade with recognised and
creditworthy third parties. It is the Group’s and the Company’s policy that all customers who wish to trade
on credit terms are subject to credit verification procedures. In addition, trade receivable balances are
monitored on an ongoing basis with the result that the Group’s and the Company’s exposure to bad debts
is not significant.

The Group and the Company consider the probability of default upon initial recognition of asset and
whether there has been a significant increase in credit risk on an ongoing basis throughout each reporting
period. The Group and the Company have determined the default event on a financial asset to be when
the counterparty fails to make contractual payments.

To assess whether there is a significant increase in credit risk, the Group and the Company compare the
risk of a default occurring on the asset as at reporting date with the risk of default as at the date of initial
recognition. The Group and Company consider available reasonable and supportable forward-looking
information which includes the following indicators:

- internal credit rating

- external credit rating as and when necessary

- actual or expected significant adverse changes in business, financial or economic conditions that
are expected to cause a significant change to the debtor’s ability to meet its obligations

The Group and the Company determined that its financial assets are credit-impaired when:

- there is a significant difficulty of the debtors

- a breach of contract such as a default or past due event

- it is becoming probable that the debtor will enter bankruptcy or other financial reorganisation

The Group and the Company categorise a receivable for potential write-off when there is no reasonable
expectation of recovery, such as a debtor failing to engage in a repayment plan. Where receivables have
been written off, the Group and the Company continue to engage enforcement activity to attempt to

recover the receivable due. Where recoveries are made, these are recognised in profit or loss.

Exposure to credit risk

At the reporting date, the Group’s and the Company’s maximum exposure to credit risk is represented by:

(a) the carrying amount of each class of financial assets recognised in the statements of financial
position, including derivatives with positive fair values; and

(b) a nominal amount of RM13,808,000 (2025: RM1,847,000) relating to corporate guarantees
provided by the Company to the financial institutions for one of its subsidiaries’ loans and
borrowings.
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(iv)

144

Credit risk (cont’d)

Credit risk concentration profile

The Group and the Company determine concentrations of credit risk by monitoring the country and
industry sector profile of its trade receivables on an ongoing basis. The credit risk concentration profile of
the Group’s and the Company’s trade receivables at the reporting date is as follows:

2026 2025
RM’000 % of total RM’000 % of total
Group
By country
Malaysia 29,148 59 23,519 58
PRC 11,577 23 10,339 25
Others*™ 8,870 18 7,051 17
49,595 100 40,909 100
* Others include countries such as United States of America, European countries and other Asian countries.
2026 2025
RM’000 % of total RM’000 % of total
By industry sectors
Burn-in and testing 49,595 100 40,909 100

At the reporting date, approximately 71% (2025: 73%) of the Group’s trade receivables were due from
three (2025: three) major customers who are in the semiconductor industry.

Company
95% (2025: 93%) of the Company'’s trade receivables are located in Malaysia.
Trade receivables

For trade receivables, the Group and the Company apply a simplified approach in calculating ECLs.
Therefore, the Group and the Company do not track changes in credit risk, but instead recognise a loss
allowance based on lifetime ECLs at each reporting date. The Group and the Company determine expected
credit losses of trade receivables by making debtor-specific assessment of expected impairment loss for
long overdue trade receivables and using a provision matrix for remaining trade receivables that is based
on its historical credit loss experience, adjusted for forward-looking factors specific to the debtors and the
economic environment. At every reporting date, historical default rates are updated and changes in the
forward-looking estimates are analysed.
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Financial risk management objectives and policies (cont’d)

(iv)

v)

Credit risk (cont’d)

Trade receivables (cont’d)

Trade receivables past due

1t0 90 91 to 180 More than
days days 180 days Total

RM’000 RM’000 RM’000 RM’000
2026
Group
Trade receivables 3,540 - 89 3,629
Allowance for impairment - - (89) (89)
Trade receivables - net 3,540 - - 3,540
Company
Trade receivables 208 - - 208
2025
Group
Trade receivables 2,904 - 907 3,811
Allowance for impairment - - (907) (907)
Trade receivables - net 2,904 - - 2,904
Company
Trade receivables 524 - - 524

Market price risk

Market price risk is the risk that the fair value or future cash flows of the Group’s and the Company’s
financial instruments will fluctuate because of changes in market prices (other than interest or exchange
rates).

The Group and the Company are exposed to market price risk arising from its investments in quoted
equity instruments. These instruments are quoted on the Bursa Malaysia Securities Berhad in Malaysia,
and are classified as held for trading. The Group and the Company do not have exposure on commodity
price risk.

The Group’s and the Company’s objective is to manage investment returns and market price risk by
investing in companies operating mainly in Malaysia which are publicly traded.

Sensitivity for market price risk

At the reporting date, if the share price of the quoted equity instruments had been 5% (2025: 5%)
higher/lower, with all other variables held constant, the Group’s and the Company’s profit before
tax (2025: loss before tax) would have been RM238,000 (2025: RM532,000) higher/lower
(2025: lower/higher), arising as a result of higher/lower fair value gain on investment securities.
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Capital management

The primary objective of the Group’s and the Company’s capital management is to ensure that they maintain a
strong credit rating and healthy capital ratios in order to support their businesses and maximise shareholders’
value.

The Group and the Company manage their capital structure and make adjustments to it, in light of changes
in economic conditions. To maintain or adjust capital structure, the Group and the Company may adjust the
dividend payment to shareholders, return capital to shareholders or issue new shares. No changes were made in
the objectives, policies or processes during the financial years ended 31 July 2026 and 31 July 2025.

As disclosed in Note 18, a subsidiary of the Group is required by the Foreign Enterprise Law of the PRC to
contribute to and maintain a non-distributable statutory reserve fund whose utilisation is subject to approval
by the relevant PRC authorities. This externally imposed capital requirement has been complied with by the
above-mentioned subsidiary for the financial years ended 31 July 2026 and 31 July 2025.

The Group and the Company will continue to be guided by prudent financial policies of which gearing is an
important aspect. The Group and the Company include within net debt, loans and borrowings less cash and
short-term deposits. Capital includes equity attributable to owners of the Company less statutory reserve fund.

Group Company
Note 2026 2025 2026 2025

RM’000 RM’000 RM’000 RM’000
Cash and short-term deposits 16 217,366 210,121 43,016 42,252
Less: Loans and borrowings 19 (41,008) (35,990) (5,203) (1,329)
Net cash 176,358 174,131 37,813 40,923
Equity attributable to owners

of the Company 344,119 339,169 157,555 162,334

Less: Statutory reserve fund 18 (4,629) (4,629) - -

339,490 334,540 157,555 162,334

At the reporting date, the Group’s and the Company’s cash and short-term deposits exceeded its loans and
borrowings. Therefore, gearing ratio is not meaningful to the Group and the Company.
Segment information

The Group has only one operating segment, burn-in and testing segment, which is evaluated regularly by key
management in deciding how to allocate resources and in assessing performance of the Group.

Investment holding segment which comprises Group-level corporate services, treasury and investments

functions, and consolidation adjustments which are not directly attributable to the burn-in and testing segment,
is not significant to be separately reported and evaluated by management.
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28. Segment information (cont’d)

Geographical information

Revenue and non-current assets information based on the geographical location of customers and assets
respectively are as follows:

Revenue Non-currentassets

2026 2025 2026 2025
RM’000 RM’000 RM’000 RM’000
Malaysia 140,984 137,438 132,868 118,282
PRC 36,072 38,405 28,640 15,485
Singapore 24,150 17,162 - -
Others*™ 21,577 17,541 - -
222,783 210,546 161,508 133,767

Non-current assets information presented above consist of property, plant and equipment.
* Others include countries such as United States of America and European countries.

Information about major customers

The Group’s customer base includes three (2025: three) customers from burn-in and testing segment, with
whom transactions have exceeded 10% of the Group’s revenue. Revenue generated from these customers
amounted to approximately RM157,036,000 (2025: RM153,431,000).

29. Dividends

Company
2026 2025
RM’000 RM’000
Recognised during the financial year
Interim tax exempt dividend for 2025 at 6.0 sen (2024: 7.5 sen)
per ordinary share 2,581 3,226
First interim tax exempt dividend for 2026 at 6.0 sen per ordinary share 2,581 -
5,162 3,226
Declared but not recognised as a liability as at 31 July
Second interim tax exempt dividend for 2026 at 4.5 sen (2025: 6.0 sen)
per ordinary share, to be paid on 29 October 2026 1,936 2,581

On 22 September 2026, the directors approved a second interim tax exempt dividend in respect of the financial year
ended 31 July 2026, of 4.5 sen on 43,014,500 ordinary shares, amounting to dividend payable of RM1,935,653.
The financial statements for the current financial year do not reflect this interim dividend. Such dividend will be
accounted for in equity as an appropriation of retained earnings in the financial year ending 31 July 2027.

30. Authorisation of financial statements for issue

The financial statements for the financial year ended 31 July 2026 were authorised for issue in accordance with a
resolution of the directors on 22 September 2026.
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As at 22 September 2026

ANALYSIS OF SHAREHOLDINGS

Total Number of Issued Shares : 43,014,500
Class of Shares : Ordinary Shares
Voting Rights : One vote per ordinary share

ANALYSIS BY SIZE OF HOLDINGS

Number of Holders Size of Holdings Total Holdings %
96 Less than 100 shares 740 0.00
1,076 100 to 1,000 shares 656,257 1.53
1,255 1,001 to 10,000 shares 4,835,232 11.24
261 10,001 to 100,000 shares 6,969,771 16.20
18 100,001 to less than 5% of issued shares 9,727,500 22.62
1 5% and above of issued shares 20,825,000 48.41
2,707 Total 43,014,500 100.00

SUBSTANTIAL SHAREHOLDERS (PER REGISTER OF SUBSTANTIAL SHAREHOLDERS)

Number of Shares Held

Name of Shareholders Direct % Deemed Interest %
1. Sunright Limited 20,825,000 48.41 - -
2. Samuel Lim Syn Soo - - 20,825,000* 48.41

DIRECTORS’ SHAREHOLDINGS (PER REGISTER OF DIRECTORS’ SHAREHOLDING)

SHARES IN THE COMPANY

Number of Shares Held

Name of Director Direct % Deemed Interest %

1. Samuel Lim Syn Soo - - 20,825,000* 48.41
2. Kenneth Tan Teoh Khoon - - - -
3. Lim Mee Ing - - - -
4. Kua Choh Leang - - - -
5. Dato’ Dr. Suhazimah Binti Dzazali - - - -

* Deemed interest by virtue of his substantial shareholding in Sunright Limited

SHARES IN RELATED CORPORATION

The interest of Directors in related companies remains the same as disclosed in the Directors’ Report for the year ended
31 July 2026.

148 KESM INDUSTRIES BERHAD ¢ ANNUAL REPORT 2026



SHAREHOLDERS' INFORMATION

As at 22 September 2026

THIRTY LARGEST SHAREHOLDERS

Number of Percentage of
Name of Shareholders Shares Held Shareholdings
. Sunright Limited 20,825,000 48.41
2. Tan Kong Hong Alex 2,057,500 4.78
3. Phillip Nominees (Asing) Sdn Bhd 1,907,000 4.43
Exempt An For Phillip Securities Pte Ltd (Client Account)
4. Tan Ai Leng 1,654,000 3.85
5. Citigroup Nominees (Tempatan) Sdn Bhd 668,600 1.55
Great Eastern Life Assurance (Malaysia) Berhad (Leef)
6. Alliancegroup Nominees (Tempatan) Sdn Bhd 438,000 1.02
Pledged Securities Account For Yong Loy Huat (7000875)
7. Lim Khuan Eng 300,000 0.70
8. Public Nominees (Tempatan) Sdn Bhd 300,000 0.70
Pledged Securities Account For Lee Khoon Beng (E-KLG)
9. Lee Chee Beng 293,900 0.68
10.  RHB Nominees (Tempatan) Sdn Bhd 273,000 0.64
Pledged Securities Account For Hilary Fernandez
11.  Parmjit Singh A/L Meva Singh 266,500 0.62
12.  Goh Loke Oon 266,000 0.62
13.  HLB Nominees (Tempatan) Sdn Bhd 265,800 0.62
Pledged Securities Account For Parmjit Singh A/L Meva Singh
14.  Teh Wah Keong 216,800 0.50
15.  Maybank Nominees (Tempatan) Sdn Bhd 216,100 0.50
Chua Eng Ho Wa’a @ Chua Eng Wah
16.  CGS International Nominees Malaysia (Tempatan) Sdn. Bhd. 191,700 0.45
Pledged Securities Account For Tan Yat Kiang (My1469)
17. Shin Kao Jack 150,700 0.35
18.  Public Nominees (Tempatan) Sdn Bhd 141,900 0.33
Pledged Securities Account For Lim Kong Hwee (E-KPG/SGK)
19. Lee Kam Hou 120,000 0.28
20.  CGS International Nominees Malaysia (Tempatan) Sdn. Bhd. 100,000 0.23
Pledged Securities Account For Lim Chen Yik (Penang-Cl)
21. Gan Kok Keng 100,000 0.23
22.  AMSEC Nominees (Tempatan) Sdn Bhd 99,000 0.23
Pledged Securities Account For Tan Yat Teng
23. HSBC Nominees (Asing) Sdn Bhd 89,056 0.21
J.P. Morgan Securities Plc
24.  Citigroup Nominees (Asing) Sdn Bhd 88,500 0.21
Merrill Lynch International
25. Khor Meow Siang 86,600 0.20
26. Kenanga Nominees (Tempatan) Sdn Bhd 86,500 0.20
Pledged Securities Account For Wang Hoong Yoke
27.  Public Nominees (Tempatan) Sdn Bhd 83,200 0.19
Pledged Securities Account For Au Kwan Seng (E-KLC)
28.  Yeo Khee Aik 82,000 0.19
29.  Cartaban Nominees (Asing) Sdn Bhd 79,500 0.19
The Bank Of New York Mellon For Acadian Emerging Markets
Micro-Cap Equity Master Fund
30. RHB Nominees (Tempatan) Sdn Bhd 77,500 0.18
Pledged Securities Account For Lim Chong Seng
31,524,356 73.29
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NOTICE OF ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN THAT the Fifty-Fifth Annual General Meeting (“55" AGM”) of the Company will be held at
Connexion Conference & Event Centre, Spectrum & Prism (Level 3A), Nexus, Bangsar South, No. 7, Jalan Kerinchi,
59200 Kuala Lumpur, Malaysia on Wednesday, 13 January 2027 at 10:00 a.m. for the following purposes: -

AGENDA

AS ORDINARY BUSINESS

To receive the audited financial statements for the financial year ended 31 July 2026
together with the reports of the Directors and of the Auditors thereon.

To approve payment of Directors’ fees and allowances of RM337,000 in respect of the
financial year ended 31 July 2026.

To re-elect the following Directors who are retiring pursuant to Article 100 of the
Company’s Constitution and being eligible, have offered themselves for re-election: -

(a) Mr Samuel Lim Syn Soo
(b) Mr Kenneth Tan Teoh Khoon

To re-appoint Ernst & Young PLT as the Company’s Auditors and to authorise the Board of
Directors to fix their remuneration.

AS SPECIAL BUSINESS

To consider and if thought fit, to pass the following resolution as Ordinary Resolution:

150

Proposed renewal of existing shareholders’ mandate for recurrent related party transactions
of a revenue or trading nature

“THAT approval be and is hereby given, for the purposes of Chapter 10, Paragraph 10.09 of
the Main Market Listing Requirements of Bursa Malaysia Securities Berhad, for the Company
and/or its subsidiaries (“Group”) to enter into transactions falling within the types of
recurrent related party transactions of a revenue or trading nature which are necessary for
the day-to-day operations of the Group (“RRPTs”), as set out in section 4.2 of the circular
to shareholders of the Company dated 26 October 2026 (“Circular™), with any party who is
described as a related party in the Circular, provided that such transactions are carried out
in the normal course of business, on arm’s length basis, at transaction prices and terms
which are not more favourable to the related parties involved than those generally available
to the public and which will not be to the detriment of the minority shareholders of the
Company in accordance with the guidelines and procedures of the Company for the RRPTs
as specified in section 4.4 of the Circular;

Resolution 1
(Please see
Explanatory Note)

Resolution 2
Resolution 3
(Please see
Explanatory Note)

Resolution 4

Resolution 5
(Please see
Explanatory Note)
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THAT such approval shall continue to be in force until:-

(a) the conclusion of the next annual general meeting (“AGM”) of the Company, at which
time it will lapse, unless by a resolution passed at the meeting, the authority is
renewed; or

(b) the expiration of the period within which the next AGM is required to be held
pursuant to Section 340 of the Companies Act 2016 (“Act”) (but shall not extend to
such extension as may be allowed pursuant to Section 340 of the Act); or

(c) revoked or varied by a resolution passed by the shareholders in a general meeting,
whichever is earlier;

THAT proper disclosure of the various RRPTs and the aggregate value of such transactions
shall be disclosed in the annual report of the Company;

AND THAT the Directors be and are hereby authorised to complete and do all such acts and
things as may be required by the relevant authorities (including executing such documents
as may be required) to give effect to the transactions contemplated and/or authorised by
this Ordinary Resolution.”

To transact any other business which may be properly transacted at an Annual General
Meeting, due notice of which shall have been previously given in accordance with the
Companies Act 2016 and the Company’s Constitution.

BY ORDER OF THE BOARD

LEONG OI WAH (MAICSA 7023802)

SSM PRACTISING CERTIFICATE NO. 201908000717
Company Secretary

Petaling Jaya
26 October 2026

Notes:

1.

A member entitled to attend and vote at the 55" AGM is entitled to appoint proxy/proxies who may but need not be
member/members of the Company to attend and vote in his/her stead.

When a member appoints two or more proxies the appointments shall be invalid unless he/she specifies the proportions of
his/her holdings to be represented by each proxy.

The instrument appointing proxy/proxies shall be in writing under the hand of the appointor or his/her attorney duly authorised
in writing or, if the appointor is a corporation, either under its common seal or under the hand of an officer or attorney duly
authorised.

The instrument appointing proxy/proxies must be deposited at the Share Registrar’s office at 11" Floor, Menara Symphony,
No. 5, Jalan Prof. Khoo Kay Kim, Seksyen 13, 46200 Petaling Jaya, Selangor Darul Ehsan, Malaysia, not less than forty-eight (48)
hours before the time appointed for holding the 55" AGM or any adjournment thereof. Alternatively, the instrument appointing
proxy/proxies can be submitted via email by attaching a signed PDF copy of the Proxy Form to bsr.helpdesk@boardroomlimited.com
before the cut-off time for the lodgement.

Depositors whose name appear in the Record of Depositors on 6 January 2027 shall be regarded as member of the Company
entitled to attend the 55" AGM or appoint proxy/proxies to attend and vote on his/her/its behalf.
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Explanatory Notes To Ordinary Business:
Resolution 1

Payment of Directors’ fees and allowances in respect of the financial year ended 31 July 2026 are as follows:

Description Amount (RM)
Directors’ fees 310,000
Allowances (Payable to Non-Executive Directors only) 27,000
Total 337,000

Resolutions 2 and 3

For the purpose of determining the eligibility of the Directors to stand for re-election at the 55" AGM, the Board through its Nominating
Committee had assessed Mr Samuel Lim Syn Soo and Mr Kenneth Tan Teoh Khoon (collectively “the Retiring Directors”). Please refer
to the Board of Directors section in the Annual Report 2026, for more details about them. The Retiring Directors were assessed on their
performance, cumulative knowledge and understanding of the Group’s businesses. Their active participation at the Board meetings
showed that they came well prepared and were effective in the discharge of their responsibilities. They have always acted in the best
interests of the Company as a whole.

Based on the above, the Board supports the re-election of the Retiring Directors.

Explanatory Note To Special Business:

Resolution 5

Please refer to the Circular to Shareholders dated 26 October 2026 for more information.
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ADMINISTRATIVE NOTES FOR SHAREHOLDERS/
PROXIES/CORPORATE REPRESENTATIVES

Attending the Fifty-Fifth Annual General Meeting (“AGM”)

REGISTRATION

1.

The registration will commence at 8:30 a.m. and the registration counters will be closed when the meeting
commences.

2. Please present your original identity card (for Malaysian) or passport (for non-Malaysian) at the registration
counters for verification and registration. Photocopy of identity card or passport will not be accepted. Please
make sure you collect your identity card or passport thereafter.

3. No person will be allowed to register on behalf of another person even with the original identity card or passport
of that other person.

4. Upon verification and registration:

(i) Please sign the Attendance List and you will be given a wristband.
(i) A special QR code will be generated for you to scan and access the electronic polling (“ePolling”) system
using your personal smartphone or tablet.

5. After registration, please vacate the registration area.

6. No person will be allowed to enter the meeting hall without the wristband and the wristband must be worn
throughout the AGM. There will be no replacement in the event you lose or misplace the wristband.

7. The registration counters only handle verification of identity and registration. If you have any enquiries or in need
of clarification, please proceed to the Help Desk.

REFRESHMENTS

1. Coffee and tea will be served at the refreshment area before the commencement of the meeting.

2. Bento lunch will be served at the refreshment area once the meeting ends at the time as directed by the

Chairman.

SEATING ARRANGEMENTS FOR THE MEETINGS

1.

Shareholders, proxies and Corporate Representatives are free to sit anywhere they please, except for those which
have been marked “Reserved”.

Shareholders, proxies and Corporate Representatives will only be allowed to enter the meeting hall upon
registration.

All shareholders, proxies and Corporate Representatives are encouraged to be seated at least five minutes before
the scheduled commencement of the meeting.

MOBILE DEVICES

Kindly switch off or turn to silent mode all mobile devices during the meeting to ensure smooth proceedings.
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ADMINISTRATIVE NOTES FOR SHAREHOLDERS/
PROXIES/CORPORATE REPRESENTATIVES

Attending the Fifty-Fifth Annual General Meeting (“AGM”)

PERSONAL BELONGINGS

Kindly take care of your personal belongings. The Company will not be held responsible for any loss of items.

PARKING COUPON

1. A standing signage will be prepared to direct shareholders, proxies and corporate representatives to the
designated location for digital parking ticket redemption.

2. The digital parking ticket redemption shall cease at 12:00 p.m.. Those who fail to redeem the digital parking
ticket by 12:00 p.m. shall bear the parking charges themselves.

VOTING PROCEDURES

1. The voting at the meeting will be conducted by way of ePolling. The Share Registrar, Boardroom Share Registrars

Sdn. Bhd. is appointed as Poll Administrator to conduct the polling process and a scrutineer is appointed to
verify and validate the poll results.

2. Voting via ePolling will be carried out separately for each individual resolution upon the conclusion of the
deliberation.
3. All attendees of the meeting will be briefed and guided by the Poll Administrator before the commencement of

the ePolling process.

ANNUAL REPORT 2026 AND CIRCULAR TO SHAREHOLDERS

The Annual Report 2026 and Circular to Shareholders dated 26 October 2026 are available on the Company’s website
at URL http://kesmi.com/investor-relations/general-meetings/ and Bursa Malaysia Securities Berhad’s website at
www.bursamalaysia.com. Limited printed copies are available for collection on a first come, first served basis from the
table near the entrance of the meeting hall.
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KESM INDUSTRIES BERHAD

Registration No. 197201001376 (13022-A)

PROXY FORM
1/ We, (Full Name in Block Letters)
NRIC/Passport/Company No. of
(Address)
being a member/members of KESM Industries Berhad, hereby appoint
NRIC / Proportion of
AT Passport Number Shareholdings (%)
Address

Email Address

Mobile No.

and / or (delete as appropriate)

NRIC / Proportion of

e Passport Number Shareholdings (%)

Address

Email Address

Mobile No.

or failing him/her, the Chairman of the Meeting as my/our proxy/proxies to attend and vote for me/us on my/our behalf, at
the Fifty-Fifth Annual General Meeting (“55" AGM") of the Company to be held at Connexion Conference & Event Centre,
Spectrum & Prism (Level 3A), Nexus, Bangsar South, No. 7, Jalan Kerinchi, 59200 Kuala Lumpur, Malaysia on Wednesday,
13 January 2027 at 10.00 a.m. and at any adjournment thereof.

I/We direct my/our proxy/proxies to vote for or against the Resolutions to be proposed at the meeting as indicated
hereunder. If no specific direction as to voting is given or in the event of any item arising not summarised below, my/our
proxy/proxies may vote or abstain from voting at his/her discretion.

Resolutions For* Against*

Ordinary Business

1. Approval of Directors’ fees and allowances

2. Re-election of Mr Samuel Lim Syn Soo as Director

3. Re-election of Mr Kenneth Tan Teoh Khoon as Director

4. Re-appointment of Auditors

Special Business

5. Approval for Proposed Renewal of Existing Shareholders’ Mandate for Recurrent
Related Party Transactions of a Revenue or Trading Nature

* Please indicate your vote “For” or “Against” with an “X” within the box provided.

Signedthis__ dayof_____ 2026/2027

Total Number of Shares Held

CDS Account Number

Signature(s)/Common Seal of Shareholder(s)



Notes: -

1.

A member entitled to attend and vote at the 55" AGM is entitled to appoint proxy/proxies who may but need not be a
member/members of the Company to attend and vote in his/her stead.

When a member appoints two or more proxies the appointments shall be invalid unless he/she specifies the proportions of his/her
holdings to be represented by each proxy.

The instrument appointing proxy/proxies shall be in writing under the hand of the appointor or his/her attorney duly authorised
in writing or, if the appointor is a corporation, either under its common seal or under the hand of an officer or attorney duly
authorised.

The instrument appointing proxy/proxies must be deposited at the Share Registrar’s office at 11" Floor, Menara Symphony, No. 5,
Jalan Prof. Khoo Kay Kim, Seksyen 13, 46200 Petaling Jaya, Selangor Darul Ehsan, Malaysia, at least forty-eight (48) hours before
the time appointed for holding the meeting or any adjournment thereof. Alternatively, the instrument appointing proxy/proxies can
be submitted via email by attaching a signed PDF copy of the Proxy Form to bsr.helpdesk@boardroomlimited.com before the cut-off
time for the lodgement.

A Depositor whose name appears in the Record of Depositors on 6 January 2027 shall be regarded as a member of the Company
entitled to attend the 55" AGM or appoint proxy/proxies to attend and vote on his/her/its behalf.

Fold here

Affix
postage
stamp

The Share Registrar of KESM Industries Berhad
Registration No. 197201001376 (13022-A)

BOARDROOM SHARE REGISTRARS SDN. BHD.
Registration No. 199601006647 (378993-D)

11% Floor, Menara Symphony
No. 5, Jalan Prof. Khoo Kay Kim
Seksyen 13

46200 Petaling Jaya

Selangor Darul Ehsan
MALAYSIA

Fold here
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