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true to its fundamentals

2010 was a stellar vear for KRZ Holdings (Malavsia) Bhd
ioup (KRCH). Record-breaking financial results were
posted on the back of regicrewide restarant network
eapas ioh, far-sighted strategic nitiatives, methodical cost
corrol and — abowe all - an ever-growing demand or
the Group’s products. A gereral mprovement o the
ecoromies of the counfries Wwhere the Group operates,
added furtber brighttess 1o the picture 5o that, today,
the Group B edtrernel well placed for & rew decade of
achievernets .,

it thersfore ghes us great pleaswe o present the
corporate staternent of KECH for the financial wear ended
21 Decerber 2010,

The wear wder review was wery favowrable for KRCH.
Positive growth corditione i e ASEAN eccrommies hase
zefyed 10 mprovse corsuner corfidence eadig o
inmease i osperdig. looking futber afield, natices with
advarnced econormiss have alzo besty recower g from the
effect of te global financal orisiz, abeit at a slower
pracs.

The Malawsian ecotomy periomneed with gusto i 20000,
wit a2 GDF gowth of 7.2% for the wear, a signiticat
achievement when compared with the economic
coftraction it sufiered in e previows wear, Attrbatable
factors bcluded sustaied esparsion b domestic demand
and robust growth in esternal dernand. Most majpor
SO i Se0ors reported espansion, with e services
and ranufactir g sechors adhiewing particularly strong
growth of 6.8% ad 11.4% repedtivel,

Singapore's economy Wwas resurgent in 20100 GDP
growth was an mpressive 14.5% for the wear. Calzes
include srong espareion Bothe manufactoring sector
which grew by 28.2% compared to 2003, resilient
eadports  and excelent perfomnance i toorisn-related
sectors, bolstered by wwo sy casio resorts,

India’s economy contiued © expand, achieving a2 22%
GOP growdh for the vear, dus mosth o stroog dornestic
dermnand. More importanth, growtd was broad-based
conering all thres rajor sectors: agriculture, ranurEotoring
and services. However, wamibg sigre were present
through the year in the shape of high ood nlation and
the countny's orexsing fiscal detfict,
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A zeries of strateqic hitiatives were urdertaken in
2010 4o better jrnprowve the Group's future growth
Highlights icluded #e following:

+ KPFZH espanded s retwork by opening 400 ney
restairants in Malasia and zeven in ledia

* EBExterded hours and breakfast were infroduced in
1897 stores of the KRZ nebwork leading to net
inTermetital sales of RMEA million or the vea,

+ KRz Malayzia lawched a series of promcticis 1o
captiure a larger porticn of the youth market These
induded & rew Zinger Tower, e KREZ Showtime
Box Meal — Ironi Man and the KRZ Toasted
Poc:hetful,

= KRZ Srgapore gereraed a bt of bz with the
larmidh of the Cle Ol Feast campaign which ran
during the FIFA 'World Cup:

+ 47 restaurants in the KFC network nderwent
image ethancernent works o modemizs ther jppeal
and mprove cushormer Saper isnoe,

« KBZ Marletig bunched s pew chiclen producs
undsr the Avarnas brard wnduding Poppers (o
wariants), Blaclk Pepper Crispy Fried Chicken,
Prermium Junbo Drurrmets; Chicken Satay with
Peaiut Sauce and Chichken Dot

+ KFZ Marketing acquired the rights o distbute
sauces ad dressings under the Bewpie of lapan
brand. They ako acquired te rights to disTh ute
variois produce wnder the Legao brand and frozen
hshbased products under the B brand, both of
which fall under the purview of the Smplot

COrmpar.

= 14 pew Kedal Ayamas stores opened across
Malaysia

4 Regiw Food hdusiries Sdn Bhd (RFI) opened a
FiEl mayorraiss plant with 2 production capacity of
200 MTimonth i Movernber 20010,
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The Group decared a total inerim dividend of 155
e ks tax of 25% per ordihary share for the
financial wear ended 31 Decernber 20910, Mo fnal
dividerd was proposed for e curent fhancial vear
LER Lo

CORPORATE RESTRUCTURIMG —  IWPRCWIHG
LE2UIEITY OF KFZH SHARES

In order o erhance the liguidity ad noeass the
mar betability of BPCH shares, he Group's sharebolders
agesd © a shae split that resubed o eady ordinary
share of RM 100 being subdivided ino two ordinary
shares of RMO.ED each. |h conjunction with this
sdercize, a one-for-one bonus Esue was effected
whereby 396 E49 204 pew ordinay shares of RMOSD
zach were Esusd. boaddiion 21,723,549 new fres
waamarts wiere issued on the basie of ohe fres wamant
for every 25 exizting ordinary shares of BMOED each
bl after 2 share split ad bonus issue.

Thiz srateqic move, whidh Dok ploe on 24 Awvgust
20, will encourage a wider uptake by public
shareholders i the Goup. The Bsued and paid-up
share capital of BFCH was previousk B 158,274 £032
comprisiog 198,274 682 ordinany shares of R 1.C0
2ach, and a5 at 31 December 2010, +e issued and
paid-up share capital was RM3966154%2 comprisng
ToE 280504 shares of RMO, 50 each,
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KFZH improves itz peromance by seshing oot and
embracirg change. To do thie the Group analeses
peromnances o idertify aress for mnprovemnent and then
laws the gowdwork for future developriests that will
srehgthet operations, A comprebers e 51 of initiatives
and mprovemnents was bnstigated in 2010 that will
betretdit the Group nowe and b e wears toocome.

b 2005, a regiohalEation progrannne was piroducsd R
the horhem ad East Malavsia Regioes. b 2010 the
reqictialization programme was rolled out 1o encompass
the Southem Regioh, East Coast Region, awd tweo Ceeiral
Regiore. The puposs of e reqionalisation programme
B to emnpoiver regiceial ertities o drive better restaorant
perfomance, derie cost control benefits, norease
cperatichal efficiency and offer more carssr echarcament

cpportunities,

A majpr thematic campaign called Chlew Discoweries,
Clazsic Taste® was wweiled v KRC Malaesia b Mards
2010, The ohectke of the campaign was 1o build owr
brad's top-of-mind ard to futber differentiate the KREC
brard from competitors whilke erhancing its stTong
positioning. b conjuction with the new thematic
campaign, te Colbnels Royal Brvani Combo tachical
carpaigh was launched 1o drive fransactions.

KFC Singapore ran a series of imaghative prodoct and
promotional campaign:s duoring the vear to erhancs
perfomnance. The make-tageted Ole Ol Boo and Cie
e Feast were launched B conjunction with the FIFA
Wiorld Cup o provids focthall overs with 2 therned msal
reat.

Similarky, KRS Brumei attracted a greater fumber of
customers by lawching products sudh 2= Black Pepper
Crizch, Hot & Spice Shrimps and the price-friecd b oo
Irnat Afernoon Cravers. Customners of KR Brusei wens
abko treated to rew products such as the Bombo Pesta

Bol, Toasted Pocketful, Shrimp Hearties and the
re-rnaged Zhger Tower Crundh. A concered effort 1o
hrexe salkes whik promotiog te KRS brand was ked
b site selling activities at espos, coreuner fars, sportiog
evetits abd more. Albough Breei has a small population,
disposable boome s comparativel lange agarst oter
cowitries in e region, making prospects for future
ot wery encouragiog.

kil with the Group's wisoh of becoming the keadng
rtegrated food service goup B be Asia Pacitic region,
BFECH has built a strong presstes B bdia by opsiieng
seven restarants agoss te cities of Murbai, Fune and
Aurangabad. Two of the restaurants in Pune were
Erought wnder KFC hdia throwgh the acquisition of
kemel Foods Pyt Lid, previosl the sole KRC franchises
n the city, ©or a total imestnent of BM2.75 million.
These strategic bcations provide access 1o sizeable
pop ulation bases of more than 26 million people, ad a
arodirg, affluset middie-dass cliestels. To appeal o the
large vegety i segmett of the bhdian popoulation, KRZ
hdia developed 3 =series of products © caer 1o local
fses incuding the Veg fnger, Veggie Feast ad Com
Ch The Cob, which supported ever populy staples like
Tiez and rmashed potao.

2010 was a sucoessful wear for KRZ Bastts, the woudher,
catering and siteselling amn of KRCH. Aggressive
riarketing by the recenth Boorporated company lBd 1o
rarsacicns with a nurmber of high profile corporate
Customers who engaged KED Bearis 1o supply woudiers
or ther sales and marketig mitiatives and 1o cater at
lrge events,

h andern with the growth of BRECH's restaurast bus ess
came escalating demmand for chicken products. To
nreae broiler suppl © the Group's procsssing plants,






KRS HOLDRNEE (Ll Aa) BHD =]
aarensd eaperk 2010

CORPORATE STATEMENT

EFZH has corstrucied modem broiler famzs in Sedanak;
lobwor weith & total capacity of cne millicn birds per cycks
o =i millick binds per wear, The Group is also activel
pursubng opportnities o boost production of Days Oid
Chichs.

b lanwary 20010, KRCH acquired Paramowt [FHematiornal
College with plare o deselop it bto one of the kading
private educational retituticrs i Asia. Mow reramed
BRECH Intemational College (KFCH College), the
educational seat iz quickk being uwpgraded. At the
Fuchiong campus, additional nfrastructure is being
coreirudted and shilled edurers ad support staff ae
beirg recuied o te faculy, A strel pew campous
i b=itg built b obor which fie Group hopes will serse
as Malawsia's premier educational nstituticn specialiEing
i restaurant management, culihary arts, hotel rmanagerent,
towrisTn rmanagerment and event managermst. The Group
iz curenth awaiting approval for the new cumiculun
from e Malaysisn Qualfications Agency [MQA).

REZE millicr will be Feested for the acquisiton and
refurbhrnent of the existig carmpus 0 Pudong as well
az or nitial rerovatione of the new campus i Bandar
Can' Crne The lobwor canpus will be lbcated within the
ey Bandar Dato’ Onin towrship, & BM2.5 billios
cormnenzial and residential developrent srategically
bcated pear tie heat of lobor Babru. The carmpus will
be buit 1 three phases and i sdhed uled for completion
in 2015, Cvice fullk operational, the lobor campus will
have an itake capacity of 12 000 studesits per wear.

The Group also entered imto a2 Memorandurn of
Urderstarding (MOU) with with the Federal Land
Cewaloprment Authority (FELDA) and Majlie Belia Relda
Malzezia that will se2 Falda wout wdergo fraining and
enfreprernerial development at KECH College. Thess
Falda studerits will be offered emplovrnstt opportunitiss
withinn e Group after their periods of study are
completed, Looking further alied, e Gowp & adtivel
pursuing opportunities . o fomn simnilar aftiliations . with
other govenmental and private institutiors 1o furter
rorease the studert body of fie KECH College.

Arcther wiorty hitiative B the progress of Usahawan
Bistari Awarnas Sdh Bhd (UBASE). Devweloped to sppeal
o the lower ncome ssgent of Malavsia's market, the
compary provides operators with the equiprent and
fraiig they nesd to 2l Avarnas Pek limat prodocts
Tom ther homes. This wirkan bitiatihe gives operators
a portich of the procssds from evervhing ey ==l ad
etrdbles tie compary 1 reach a segmetit of e market
previousk difficult 1o reach on 4 corsistest basis,
LIBASBE's mherent Corporate Social Resporebiliy (2SR
dharacteristics has led te Minisry of Inernatiohal Trade
& bdusiry (MIT) fo alocate a grant worth B2 80000
for 452 of the most mesdy operators, As of Decsmber
2010 there were 24% operators couniry-Wwide.

This year, the Group espanded s “Avarmazz Roti opit”
erfreprenewrial hitisthe, operating whder e Avarnarz
Sch Bhd bareer. A Roti bnpit kicsk B a bot dog push
cart stocked with Avamnas produczs which is operated
gouwd wiersiies, colleges and polktedhnics by woung
erfrepreriers who show a desiie o pursue A carser i
biEiress. h 2010 80 Roti brpit stall were opered for
buiress i educational seat aownd Penisular Malawsia
The Boti npit hitiatve ako bokers e Grogp's CSR
efforts by offering students buskhess training and

ermp kesrnet cpportunities.

After 22 wears of brad buiding exdusvely 1 Penieular
Malaysia, the Group iz pushing abead with plare 1o
expatd Medai Avamas' operatiors bio Shigapore and
Bruei Darussalarn, The srategic decikion was talen
after research revealed that no smilar competitons exist
i these markets, b Sabak, Kedai Avarnas has omred a
kit Vertue (1Y) with Bastaras Sdn Blhd [ Rastarnas),
o of the state's leadirg poulny processars, which will
se= Kedal Avanas products sold agoss retal outlets,
hiotels, restaurants #d the opst market B Sabah, usiog
pouliry supplied by Rastarnas, The move will ako pave
the way for Kedai Avamas 1o open more outlets
troughout the state.
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Good corporate goverrancs and the
mprovemeant of the Group's corporate
goertiance culture s a matter of high
mportance 1o the board of diredtors. b
arky 2011, KFCH set o a Remureration
& Normination committes 10 ensure
frareparetcy to both emmplovess and the
wider sfaleholder community,

BRRCH's good reputation and e trust
placed in it by custommers, imvestors,
workforce ad e gereral public hinge
o e proper behaviowr of all e Goup's
emplvees, from every level of the
organization. KECH rigorously upholds,
arrd will coftinue o upbo i, & commitnest
1o stalebolders and the cormmities in
which e Group operaes.

COMMITTED T OORPDRATE SOCIAL
RESFMSIBILITY

The Group's CSR hitiaties come wader
the purdisw of Yavazan Amal Bistari
(ABY, a corporate fourdation which
ceifralises all TSR prograrimes. Based
o the Group's =i SR pillars -
charnpiohitg the halal cawss, mproviog
educational stapdards, encowraging
erfrepreterial developrment, promoting A
hzalby lifestyle, fostering a sevce of
rational unity, and khelping the lass
fortupate — VAR comducted 2 ramge of
initiatives to positively impact
stabeholders .
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Pestive oocasions ae akvavs special fies o egage n
ZER nitiaties . This wea, ARCSE hosted 2 Majlis Babula
Fuasa (breaking of fast) to demmorstate s jppreciation
o the bcal community arouwnd the Banda Tenggara
poulry. processig plant, 2,500 gquests boludig mmore
than 220 wnderprivikeged childen and ter custodians
Tom several homes and ophanages were frealed o a
wide =selection of food and drinks from KFCH

COMmpanies.

KFCH partrered with Yun! Brands booand the World
Food Programmme to belp them b their mission 1o tight
hunger noevery pat of e workd, Product ard marketing
teans puot ther beads fogether 1o desigh a oollateral that
custorners could purchase wheh they wisited RFC
restararts. The result was a one-off spediall desigred
pack cortabibg a notepad and pen which was made
avajlable at KRS outet throughout e counimy.

The fight against hisger featured in the OSSR programnme
a zecord time kter b the wear wheh emplovess from the
oup contributed over BM1.S million to te World
Hunger Relief Fued. Staff Tom all ek of the busihess
ple ter families and members of te public ook part
in e anual "Be The Movermsnt™ charmy walk, a tive
Kiormere ek that stared and finished K fromt of e
Falace of lustice i Purajava.

2

BEC Malawsia camied out its &4t Proglk Perwavang
everts b 2010, bringing happiress, Bstive cheer and
hots of food, drink ad goodies fo over 12,800 |less
fortwate membsrs of society from more than 150
charity bomes acioss the couniny. A special party was
heald that brought together ovwer 200 peoplke from an
assortrmest of char ity bores 1o commennorate the anual
evertt, The Group ako dotaed mooey from BRC's Tabung
Perwavag Fud to e bomes,
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In 2010 the Group accepted an invitation te support
the Children’s Safety Campaign initiative held as part of
the International Children's Day celebration, Cn that day
3,200 set meals and goodie bags were provided to
the event’s young participants.

As part of the Group's drive to promote a healthy
lifestyle ameong the nation's young people, KFCH
retumed as title sponsor for the 2nd annual KFC Lumut
Open Regatta. A tctal of 238 sailers from 25 teams
competed under sunny skies, wying for the chance to
win the exciting event. Several internaticnal teams
made the journey to Lumut to participate in the regatta.
These included the Tamil Nadu Yacht Club, Royal
Madras Yacht Club, Hebe Haven Club Hong Kong as
well as Malaysia's MNational Paralympics Team.

Over in Brunei the KFC Brunei team participated in a
special CSR initiative in cenjunction with His Majesty
the Sultan of Brunei’s birthday. A visit to the Pusat
Ehsan children’s centre was organised in which the
team brought lots of finger lickin® good treats for the
kids as well as a charitable donation of B$3,000C which
was presented to the centre's management team.

The playoff rocunds cf the annual Catur Bistari Challenge
took place in varicus states throughout October and
November. Designed in line with the Group’s CSR pillar
of encouraging entrepreneurial development, the Catur
Bistari board game provides a platform for youngsters
to test their business skills through a challenging cycle
of asset and wealth accumulation tasks. Players are
rewarded for entrepreneurial flair and competition gets
stiffer the further they progress through the competition.
The grand finals tock place on 11 January 2011 at the
Putrajaya International Convention Centre.

KFC HOLDINGS (MALAYSIA) BHD
annual report 2010

KFCH and its subsidiaries won a number of awards for
their performance during 2010,

KFC was bestowed the “Yum! Reel Advertising
Excellence Award (‘New Discoveries’)” from Yuml Asia
Franchise Pte Ltd (Yum! Asia) and the “Reader’s
Digest Most Trusted Brands” award from Reader’s
Digest. It was also henoured with the “Silver Award”
at the Putra Brand Awards, an annual event organised
by the Asscciation of Accredited Advertising Agents
Malaysia as well as the “Best Brands in Food and
Beverage — Fried Chicken” 2009/2010 award from
the BrandlLaureate.

A great year for Ayamas was cemented by winning
the prestigious 2009/2010 BrandlLaureate award for
“Best Brands Product Branding — Consumer Chicken
Based Products” category. They were also the proud
recipients of two awards from the Malaysia Women's
Weekly magazine's Domestic Diva Awards 2010 Best
in Home & Focd. Ayamas Gelden Nuggets won
“Straight From The Fridge: Best Ready-To-Fry-Frozen
Meat”, and Ayamas Premium Cheese Chicken
Frankfurters won under the “Best Processed Meat”
category.

2011 ENHANCEMENTS
PREVIEW

Continued economic
recovery is being
predicted for the ASEAN
region by the International
Monetary Fund (IMF) and
the Werld Bank, though
at more modest rates of growth than were experienced
during 201C. Further afield, advanced economies such
as those in Europe and the US will also improve,
albeit at a more gradual pace than emerging and
developing econcmies. The Malaysian Institute of
Economic Research (MIER) has forecasted a 5.2% rise
in GDP for 2011 — assisted by strong domestic
demand stimulated by suppertive Government policy
measures, However, growth will be somewhat tempered
by structural impediments in net exports.
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KFZH's board-approved five year plan will semve 1o
quide the Group's progress in 2011, This holistic
stratequ will 222 an borease b omarket share trough the
opening of new restadrants acoss the territories B
whidh e Group operates, the aggressie maketig of
e products and promofices o drive rareacticos and
brand awareness, and the delwery of exceptional
custormer seryice at eveny opportunity. BRCH's adbersnos
o the five wear plan will move the Group cloeer 1o e
qoal of becoming the leading ntegrated food ssrvices
group i e Asia-Pacitic: region.

A rew approach to restar st expansion b Malaysia will
be adopted K 2011, where it is projected that a
rinrnun of 22 stores will be opered duoring fe wear,
The Group will focus on the peretration of midsezed
towrs, especially b East Malaysia ad the east coast of
Penireular Malaysia. OF these 23 restavrants, a langer
than wsual ratioo will b= drive-tres, 2= the Group ooks
o prowide greater convehisnoe for or customers. B
Singapore, an improving ecoromy has provided a
platforrn to expand e restavrant petwork by e e
siores byt oend of 2011,

The wear sghead will akbo e Brurneis first KEZ drive-tru
opened, giving consumers there the same kevel of
cornenienoe Malavsian coreumers have come o expect,
KERZ hdia i plarning to open aother nice restairants
diring the wear, bringing e total number o 16,

bFrowation will b2 a halmark of e coming year, hlew
products ad promotices launched o restarants and B
the frozen ood market will drive revenoe growdti: BREC
restarants in Malaysia will laundy the pewh developsd
krushiers o2 drink Similar 10 the fanows Shslh Puppis,
Krishers strorgb appeals o the wouth market.

BExparsion of the kedai Avamas restaorant chain will
inTexe 2011, 25 rew outlets will be opered B
Malayszia, incloding a new foothold v Sababh, East
Malayzia, as a result of the Kedai Avarnas-Rastarmsas 1
The people of Shgapore and Brnei will ako hawe
acess toa regular supphk of Kedai Avamnas products as
the Group opere new oorvenience outkets in thess
cowfries under the narmes Avamas Shoppe® aad T kedai
Auanas”, respectvwel. Tha Goup espects a total of 75
Kedai Avarnas operating outlets o the region by the end
of 2011,

KRZ Marketig will contrbute more to the Group in
2011 by expanding feir fading services, Lp 1o e 2nd
of 2010 onbk imemalk-producsed products wers 2ol 1o
e opet market by KRZ Marketrng, Begivnig 2011, a
rarge of third party products will be dietrbued  and
raded K order to boost sales and profitability.

hreazing Ftemal and eaternal market derand for
mayorpnaiEs and sagage products led the Groop 1o
eipad Upstean operatiohal capabilities n 28180 RF
comm s iored a rew mayornaise plant with a production
capacity of 200MT/rmonth ad ARZER increased the
capazity &t s sausaqge prodoction facility to SOOMTY
motith. b 2011 e Group will focus on growing sakes
n these bwo aeas bhovative pew products will be
developed 10 captune attertion while other vertres R
the Group, such as Roti mnpit, will natrally drive op
sales as thew betorme rore popular,

Student fitake numbers will rise at KRCH College in
2011, agoes boh #he Bandar Dan' Orn carpus and
e Fuchong campus. By the eind of 2011, 1503
studerits will b= receiving an htemationabdass education
at the Banda Dats' Crn carnpis, while capacity at the
Puchiong carnpus will rise o 800 studerts. The neat
phase of developrient of the Bandar Dato' O campiis
will alzo get whder way.

h e wit fie Group's am 1o be the leadig ntegraed
ood senvice goup ik the Asia Pacific regioh, a proadive
ssarch for growth opportunities will be andertaken,
wether fey b organic or through acquisiticees.
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I closig, KECH offers an optimistic asssssment of
performatcs b 2071, The Group & on rack o achieve
another year of positive growth. The economy is
performig well and sfrateqic hitiaties irstigated
20700 are talifng effect. To offset the ecpaded rises h
commodity prices cavsed by drought aod flocding 6
supplier pations, the Group B kBuwmching various
initiatives 0 dewebp and mtroduce Few value-for-
oy products 1o inTease customer frequency acToss
the Group's outlets, and is confident that this will
frarslate 1o another et of lavdable results.

ACKMOW LECGEN EHTS

2000 has best a wear of significant suocess for the
Foup and for this we would like to ezpress owr
appreciation o the people who have made it
possble.

Ch behalt of tie Board, we o would like to ectend oor
hzartfel gratitude to the Group's previous Charman,
YBhg Tan Sri Dato' Muhammad Ali Hashim for his
guidance and positive confribation. We wish him
sucCEss jn e wears to come.

We o would alko like 1o take this opporiunity 10 welkbome
Yarg Terarmat Mulia Paduka Seri Pengiran Anak Puteni
Hajal Arnal lefriah Bt Almarkburn Sultan Haji 'Oenar’
Al SZafuddien as she wmhes ber plaos as the et
rmermber on the Board of Direchors for BRC Brueei. We
ok fonward to working with HREH and wish ber everd
SUCTETE

KFC HOLDME? (UL A2 14) EHD
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‘We thank our cistormers and shareholders for ther
cegoing Tust and support. The BFECH busvess has
bestn bouilt with e B micd  and wee will contihwe 10
irprove and build value in hie wears 1o come,

A zincere thank wou 1o every enployes of the Group
for the enthiusiasm and takent they have shown i
driving the bisiness forward.

Finalky, we would like © egpress o appreciation for
e advice and sssistance of oo fellow mrerbers of
iz Board of Direcors and e senior managernsnt
w'armn of KRIH.

Cren by e dedication of all s staff and stalkeholders,
te Goup kools fonward o another successful year
2071,

S
EAMARLUZZ ARMAN ABL HKASSIH
Charman

3\

AHAMAD HOHARAD
Ceputy Chairman

.
Tin-

JARALUDIN WD AL
Maragirg Cirector
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