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of Corporate Governance

The Board of Directors of LLCB is committed to achieving & maintaining high standards of corporate governance
and effective application of the principles and best practices set out in the Malaysian Code of Corporate Governance
throughout LLCB and its subsidiary companies as a fundamental part of discharging its responsibilities to protect and
enhance shareholder value and the financial position of LLCB and the Group.

The Board is pleased to set out below the statement which outlines the main corporate governance practices of the

LLCB Group:-

The Board of Directors

The Board assumes responsibility for effective stewardship
and control of the LLCB Group towards realising long term
shareholders’ value, and has established terms of reference to
assist in the discharge of this responsibility.

The Board has the overall responsibility for reviewing and
adopting strategic plans for the Group, overseeing the conduct
of the LLCB Group's businesses, implementing an appropriate
system of risk management and ensuring the adequacy
and integrity of the Company’s systems of internal control.
The Board consist of individuals from diverse professional
backgrounds with a wide range of business, financial and legal
experiences relevant to lead the Company,and as such,are able
to bring an independent judgement to bear on issues in terms
of business strategies, financial and operational performance,
resources and standards of conduct.

The Board meets on a quarterly basis, with additional
meetings convened as necessary. During the financial year
ended 31 December 2005, five (5) Board meetings were held.
The Board members of the Company have complied with
the minimum number of attendance at meetings stipulated
by Bursa Securities. Details of attendance are set out in the
Statement accompanying the Notice of the Tenth Annual
General Meeting.

The Board has delegated specific responsibilities to 3
subcommittees (Audit, Nomination and Remuneration
Committees), all of which have terms of reference to govern
their responsibilities. These Committees report to the Board
with their recommendation. The ultimate responsibility for
final decision on all matters, however, lies with the Board.

A Balanced Board

The Board currently has 10 members, comprising four
(4) Independent Non-Executive Directors, three (3) Non-
Independent Non-Executive Directors, one (1) Executive Vice
Chairman, one (1) Managing Director and one (1) Executive
Director. The Chairman is a Non-Independent Non-Executive
Director. The profile of the members of the Board is provided
in the Annual Report.

Two-fifth of the Board comprise Independent Non-Executive
Directors. The Independent Non-Executive Directors play a
significantroleinBoard decision.Theyarefreefromanybusiness
orotherrelationship that could materially oradversely interfere
with the exercise of their judgement and are individuals
with the ability to exercise independent judgement. As
and when a potential conflict of interest arises, it is a mandatory
practice for the Directors concerned to declare their interests
and abstain from the decision-making process.

The roles of the Chairman and Managing Director are distinct
and separate toensure a proper balance of powerand authority.
The Chairman provides overall leadership to the Board and is
responsible for ensuring Board effectiveness and conduct.The
Managing Director is generally responsible over the operating
units, organisational effectiveness and implementing Board
policies and decisions.

Mr Danny Ng Siew L' Leong has been identified as the Senior
Independent Non-Executive Director to whom concerns may
be conveyed where it could be inappropriate for these to be
dealt with by the Chairman or the Managing Director.

Supply of information

The Management of LLCB Group is responsible to provide
the Board with all information and documents to enable the
Directors to review the agenda items to be discussed at Board
meetings and discharge their duties effectively.

The members of the Board in their individual capacity have
access to complete information on a timely basis in the
form and quality necessary for the discharge of their duties
and responsibilities. Besides direct access to management
staff, external professional advisers are also made available
to render their independent views and advice to the Board,
where necessary in the furtherance of their duties and at the
LLCB Group’s expense.

All Directors have access to the advice and services of the
Company Secretary who is responsible for ensuring that Board
meeting procedures are followed and that applicable rules
and regulations are complied with.

Appointments to the Board

The Malaysian Code on Corporate Governance endorses, as
good practice,aformal procedure forappointmentto the Board
with a Nomination Committee making recommendations to
the Board. The Nomination Committee was set up on 29 May
2001.
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Nomination Committee

The Nomination Committee had 3 meetings during the
financial year ended 31 December 2005 which were attended
by all members.This subcommittee comprise exclusively Non-
Executive Directors, a majority of whom are independent.
The members of the Nomination Committee are currently as
follows:-

Tan Sri Abdul Rashid Bin Abdul Manaff++ (Chairman)
Danny Ng Siew L'Leong*

O Wai Tiong*

Yong Weng Fai*

++ Non-Independent Non-Executive Director
* Independent Non-Executive Director

One of the objectives of the Nomination Committee is to
ensure that the Directors of the Board bring characteristics to
the Board,which provide arequired mix of responsibilities, skills
and experience.The Nomination Committee will also assist the
Board in reviewing the appropriate balance and size of Non-
Executive participation and in establishing procedures and
processes towards an annual assessment of the effectiveness
of the Board as a whole and contribution of each individual
Director and Board Committee member. The Nomination
Committee recommends to the Board suitable candidates for
appointment as Directors and Board Committee members.

An assessment on the effectiveness of the Board as a whole,
the committees of the Board, the contribution of each
individual Director and review of the required mix of skills and
experience and other qualities, including core competencies
which non-executive Directors of LLCB should bring to the

Board of LLCB, was carried out by the Nomination Committee.

The Nomination Committee reported that based on their
findings, the Board, Board Committees and individual Directors
are effectively performing their roles despite the difficulties
and challenges faced by the construction industry.

Re-election

In accordance with the Company’s Articles of Association, all
Directors shall retire from office at least once in each three
(3) years but shall be eligible for re-election. Newly appointed
Directors shall hold office until the next following annual
general meeting and shall then be eligible for re-election.

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

Directors’ Training

All members of the Board have undergone the Mandatory
Accreditation Training Programme and Continuing Education
Programme (‘CEP’) as prescribed by Bursa Securities and will
undergo relevant training on a continuous basis. The CEP
attended by some of the Directors in year 2005 was on inter-
alia understanding key performance indicators.

In addition, seminars and conferences organised by Bursa
Securities, relevant regulatory bodies and professional
bodies on areas pertinent to the Directors are communicated
to the Board for their participation at such seminars and
conferences.

Directorships in other companies

To ensure that the effectiveness of the Board is maintained
through focused commitment, resources and time, each of
the Directors hold not more than 10 directorships in public
listed companies and not more than 15 directorships in
other companies (non-listed companies) in compliance
with the Listing Requirements of Bursa Malaysia Securities
Berhad (‘Bursa Securities’). The disclosure on the directorships
of each Director in other public companies are set
out in the Profile of Directors section of the Annual Report.

DIRECTORS’ REMUNERATION
Remuneration Committee

The Remuneration Committee was established on 29 May 2001
and comprised wholly or mainly of Non-Executive Directors.
Currently, the following are members of the Remuneration
Committee:-

Tan Sri Abdul Rashid Bin Abdul Manaff++ (Chairman)
Loh Kim Kah**

Danny Ng Siew L'Leong*

O Wai Tiong*

Yong Weng Fai*

++ Non-Independent Non-Executive Director
**  Managing Director
* Independent Non-Executive Director

One of the objectives of the Remuneration Committee is to
set up the policy framework and to make recommendations
to the Board on all elements of the remuneration, terms
of employment, reward structure and fringe benefits for
Managing Directors, Executive Directors, the Chief Executive
Officers and other selected top management positions with
the aim to attract, retain and motivate individuals of the
highest quality. Their remuneration package will be linked to
corporate and individual performance.

The remuneration and entitlements of the Non-Executive
Directors including the Non-Executive Chairman shall be a
matter to be decided by the Board of Directors as a whole with
the Director concerned abstaining from deliberations and
voting on decisions in respect of his individual remuneration.

The Directors fees are subject to the approval of the
shareholders of the Company at annual general meetings.

Disclosure

The details of the remuneration of Directors of the Company
comprising remuneration received from the Company and
its subsidiary companies during the financial year ended 31
December 2005 are as follows:-



Aggregate remuneration of Directors who served
during the financial year categorised into appropriate
components:-

Category Basic Fees | Bonus EPF | Benefits| Total
(RM) Salary in kind

Receive from
the Company

Executive
Directors - 288,000 - - - 288,000

Non-Executive
Directors - 246,000 - - - 246,000

Receive from
Subsidary
Companies

Executive
Directors 1,068,000 - 191,800 | 154,560 | 80,850 [1,495,210

Non-Executive
Directors - 54,000 - - - 54,000

Number of Directors who served during the financial
year whose remuneration falls in each successive band of
RM50,000:-

Range of Remuneration Number of Director

Executive Non-Executive
Below RM50,000 -

RM50,001 - RM100,000 - 2
RM400,001 - RM450,000 1 -
RM450,001 - RM500,000 - -
RM550,001 - RM600,000 1 -
RM600,001 - RM650,000 - -
RM650,001 - RM700,000

SHAREHOLDERS
Dialogue between the Company and investors

LLCB has always recognised the importance of an effective
communication channel between the Board, shareholders
and the general public.

The annual report, press releases, quarterly results and any
announcements on material corporate exercise are the
primary modes of disseminating information on the LLCB
Group's business activities and financial performance.

Annual general meetings and extraordinary general meetings
represent the principal forum for dialogue and interaction
with shareholders. At every meeting, the Board sets out the
progress and performance of the LLCB Group since the last
meeting held. Shareholders are encouraged to participate
in the question and answer session wherein Directors, as
well as the LLCB Group’s Auditors and advisers are available
to respond to the queries raised. In the event that an answer
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cannot be readily given at the meeting, the Chairman will
undertake to provide a written reply to the shareholder.

LLCB views timeliness, accuracy and reliability of information
disseminated totheshareholders,stakeholdersandinvestment
community as crucial. In this regard and for the propose of
monitoring better control over disclosure, the Managing
Director of LLCB has been designated as the spokesperson of
the LLCB Group.

Each item of special business included in the notice of meeting
will be accompanied by a full explanation of the effects of a
proposed resolution.

In addition, the LLCB Group maintains a website at www.loh-
loh.com for shareholders and the public to access information
on the LLCB Group.The website is updated regularly.

ACCOUNTABILITY AND AUDIT
Audit Committee

The Audit Committee was established on 10 January 1997
to oversee the financial reporting and the effectiveness of
the internal control of the LLCB Group. The Audit Committee
comprises four (4) Directors, the majority of whom are
independent. The composition of the Audit Committee,
activities and terms of reference are set out in the Annual
Report under the Audit Committee Report.

Financial Reporting

The Board takes the responsibility for presenting a clear,
balanced and comprehensive assessment of the LLCB Group'’s
position and prospects in its presentation of the annual
financial statements and quarterly announcements of its
results.

The Board is responsible for ensuring the proper maintenance
of accounting records of the LLCB Group and that financial
reporting and disclosure are clearly completed to the highest
standards. The Audit Committee scrutinise and reviews the
financial statements of the Company and the LLCB Group
with the assistance of the external auditors where necessary
to ensure inter alia accuracy, adequacy and completeness, and
recommends the same for consideration and approval by the
Board.

A Statement of Directors’ Responsibility for the audited
financial statement is published separately in this Annual
Report.

Internal Control

The Board exercises overall responsibility for maintaining a
system of internal control that aims to safeguard shareholders’
investment and the LLCB Group’s assets. A risk management
system is in place to assist the Board in its decision making
concerning the LLCB Group's exposure to risks,and the impact
on the business and operations. However, the system is
designed to manage rather than eliminate the risk of failure
and can only provide reasonable assurance against material
misstatement or loss.
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STATEMENT OF CORPORATE GOVERNANCE (CONTINUED)

The LLCB Group’s Internal Audit provides independent and
objective reports on the LLCB Group’s management, records
and controls to the Audit Committee. Internal Audits include
evaluation of the processes by which risks are identified,
assessed and managed and ensure that controls which
are instituted are appropriate and can effectively address
acceptable risk exposure. The Internal Audit also ensures the
recommendations to improve controls are followed through
by the Management.

Relationship with Auditors
TheBoard hasestablished aformalandtransparentrelationship
with the Auditors, both internal and external. The Auditors are

invited to attend meetings on special matters where necessary.
The Audit Committee recommends the re-appointment

Report

of the Audit Committee

of the external auditors. The appointment of the external
auditorsis subjectto the approval of shareholders at the annual
general meeting whilst their remuneration is determined by
the Board.

Corporate Social Responsibility

The LLCB Group is committed to the communities in the
environment it operates and it recognised that it will need to
look beyond the financial parameters.

Statement of Compliance with Best Practices of the Code

The Board considers that it has complied throughout the
financial year with Best Practices as set out in the Code.

The Audit Committee of LLCB has been established since 10
January 1997.

COMPOSITION
Members of the Audit Committee

The Audit Committee of the Company comprise the
following :-

Danny Ng Siew L'Leong* — Chairman
Lee Hon Keong+

O Wai Tiong*

Yong Weng Fai*#

*  Independent Non-Executive Director

+  Executive Director

#  Chartered Accountant of the Malaysian Institute of Accountants

Secretary of the Audit Committee
Gwee Ooi Teng

ATTENDANCE AT MEETINGS

During the year under review, the Audit Committee had five (5)
meetings.The Group Accountant attended all these meetings
of the Audit Committee, the Head of the Internal Audit of the
LLCB Group and the LLCB Group's External Auditors attended
some of these meetings.

Details of attendance of the members of the Audit Committee
of these meetings are as follows:
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Attendance

Name Position

Chairman of 5/5
Audit Committee
(Independent Non-
Executive Director)

Danny Ng Siew L'Leong

Member 5/5
(Executive Director)

Lee Hon Keong

O Wai Tiong Member 5/5
(Independent Non-

Executive Director)

Member 5/5
(Independent Non-
Executive Director)

Yong Weng Fai

ACTIVITIES

The Audit Committee carried out its duties in accordance with
its Terms of Reference.

During the year under review, the Committee undertook the
following activities:

1. Reviewed the Annual Audit Plan for the year ended 31
December 2005 to ensure adequate scope and coverage
over the activities of the LLCB Group, which was carried out
by the Internal Audit.

2. Reviewed internal audit reports on various audit areas.

3. Reviewed the quarterly and annual financial statements on
inter alia, significant adjustments arising from the audits,
the going concern assumption and compliance with
accounting standards and other legal requirements prior to
presentation of the same to the Board for approval.



