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VISION

To be an internationally acclaimed conglomerate
ensuring growth and delivering value for a better
quality of life.

MISSION
SHAREHOLDERS
To be a multi billion dollar company
in terms of market capitalisation

PROCESS
To practise good corporate
governance and operational excellence

CUSTOMERS
To exceed customer expectations

SOCIETY
To build and support
sustainable communities

CORE
VALUES
RESULT ORIENTED
• Stretch - Good to great
• Innovate
• Commitment
OWNERSHIP
• Accountable for outcomes
• Passionate in task execution
• Take pride - I Am Protasco
CUSTOMER FOCUSED
• WOW them
• Create value
• Respect

TECHNOLOGY
To improve efficiency and competitive
advantage through innovative
technologies

EMPLOYEES
To become the employer of choice
for the right talents

KNOWLEDGE DRIVEN
• Knowledge sharing
• Continual education
• Career development
INTEGRITY
• Do the right thing
• Trustworthy
• Transparent
TEAMWORK
• Robust communication
• Committed to team decisions
• Active participation

COVER

RATIONALE
Protasco Berhad continues to emphasise cooperation within its organisation. This spirit is
clearly visualised on the cover of our Annual Report 2018. Through line art technique,
Protasco champions are seen reaching out to each other, going uphill in a show of
commitment to one of Protasco Berhads’ core values – Teamwork. The design and colour
chosen for the cover are more subtle, in line with the challenging outlook in 2019 as we
continue to move our sustainability effort forward.
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AB O UT US

CORPORATE STRUCTURE

Note: This structure depicts main operating subsidiaries and associate companies only.
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GROUP FINANCIAL HIGHLIGHTS
Year Ended 31 December

2014

2015

2016

2017

2018

1,061,573

1,305,030

1,110,207

939,277

904,860

Operating Profit/(Loss) (RM’000)

20,801

133,058

85,045

88,363

(3.852)

Profit/(Loss) After Tax &
Non-Controlling Interest (RM’000)

(46,444)

66,757

42,387

28,063

(48,107)

(9.51)

13.97

8.60

5.67

(9.72)

5.0

13.0

6.0

5.5

-

0.99

1.12

0.93

0.93

0.67

Turnover (RM’000)

Earnings/(Loss) Per Share (sen)*
Total Dividend Per Share (sen)
Net Assets Per Share (RM)

*The comparative figures for the earnings/(loss) per share have been restated to reflect the adjustments arising from the bonus issue which were completed on 24 April 2018.

Artist impression of PPAM Saderi
Presint 16, Putrajaya
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CHAIRMAN’S OVERVIEW

Tan Sri Datuk Dr
Hadenan Bin A Jalil
Chairman

Dear Valued Shareholders,
On behalf of my fellow Board
Members, I am pleased to present
Protasco Berhad’s Annual Report for
the financial year ended 31 December
2018.
In 2018, business confidence and
consumer sentiment were subdued
due to sustained macroeconomic and
industry pressure and the escalation
of trade tensions between the US and
China. Consumer sentiment remained
muted amid concern over the high
cost of living. The new Government
formed in May 2018 following the
14th General Election had announced
various measures and initiatives to
alleviate inflationary concerns and to
rejuvenate the economy. Nevertheless,
the Malaysian economy is projected
to grow at 4.8% in 2018 against 5.9%
in 2017.

FINANCIAL PERFORMANCE

The Group registered a decrease in
revenue to RM904.9 million in
Financial Year (“FY”) 2018 due to
lesser works awarded to our
maintenance and engineering services
segments. The Group posted a loss
before taxation of RM23.9 million. In
line with the softening outlook of the
construction market, the Group has
reviewed its construction portfolio
assets and made one-off impairments
and write-offs of RM37.8 million.

In addition, the Group had also
provided for retrenchment costs of
RM1.1 million.
These impairments and write-offs
were made on prudent ground and
the Group may be able to recover
part of these impairments and
write-offs later. Excluding the
impairments and write-offs, the
Group registered a profit before
taxation of RM15.0 million in FY2018.
For further analysis of our Group’s
financial performance, please refer
to the Management Discussion and
Analysis on pages 9 to 15 of this
report.

Our maintenance
segment remains the
main revenue contributor
to the Group in FY2018.

PROTASCO BERHAD - ANNUAL REPORT 2018
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CHAIRMAN’S OVERVIEW

OVERVIEW

Our maintenance segment remains the main revenue
contributor to the Group in FY2018. We maintain over
27,000km of federal, state and rural roads in Malaysia through
two federal concessions and four long term contracts.
Our construction segment results were affected by cost
overruns for certain completed projects, provision for
Liquidated and Ascertained Damages and impairment
loss on receivables.
In February 2019, HCM Engineering Sdn Bhd (“HCM”) filed a
Notice of Adjudication pursuant to Section 8 of the
Construction Industry Payment and Adjudication Act 2012
with the Asian International Arbitration Centre to commence
adjudication proceedings against Southkey City Sdn Bhd
(“SCSB”), the developer of a property development known
as Southkey City, Johor Bahru in Johor. The adjudication
proceedings were commenced to seek resolution on
contractual disputes covering HCM’s claims from SCSB for
the principal amount of RM10,423,964.55 (inclusive of GST)
for construction works done and due to non-payment by
SCSB. HCM is also claiming for late payment interest and
cost, the amount of which will be determined at a later stage.
Notwithstanding the adjudication above, HCM has made full
impairment in the current FY.

In FY2018, as part of the rationalisation and cost optimisation
exercise undertaken by the education segment, Infrastructure
University Kuala Lumpur (“IUKL”) has merged six faculties
into three faculties and phased out certain programmes that
are not profitable. This exercise will enable IUKL to save
approximately RM1.4 million in staff cost and will enable IUKL
to break even at a lower number of student population in a
highly competitive environment.
LOOKING FORWARD

The Group embarked on a right sizing exercise in the third
quarter and this will substantially reduce overheads and
operating expenditure. The Group has also taken the initiatives
to make one-off impairments and write-offs in FY2018. Barring
unforeseen circumstances, the Group expects to return to
profitability in 2019. The Group will explore other business
opportunities to enhance shareholders’ return.

In December 2018, HCM Engineering Sdn Bhd received a
letter of termination from Turnpike Synergy Sdn Bhd (“TSSB”)
for the construction of the proposed Sungai Besi-Ulu Kelang
Elevated Expressway (“SUKE Project”) undertaken by the
joint venture between HCM and Hatimuda Sdn Bhd
(“Hatimuda”) on a 40:60 basis (“HCM-Hatimuda JV”). The
notice of termination was served by TSSB as a result of an
overall delay and physical delay of the SUKE Project
undertaken by HCM-Hatimuda JV. Since the SUKE Project
was solely financed, implemented and managed by the joint
venture party, Hatimuda, the termination does not have any
significant impact on the net assets and earnings of Protasco
Group for FY2019.

A WORD OF APPRECIATION

Our property development segment did not launch any new
projects in FY2018 in view of the soft market condition. We
have also deferred the launch of projects in Pasir Gudang,
Johor and Kota Bharu, Kelantan. During FY2018, this segment
sold 12 units of its inventories in Block C and D of De Centrum
Phase 2A and registered a turnover of RM6.0 million.

Lastly, to our valued shareholders, I wish to thank you for the
support despite the challenges faced by the Group. We hope
2019 will be a better year.

Recognising that the demand for houses below RM500,000
outside the Klang Valley remains strong, our property
development segment, through De Centrum Retail Sdn Bhd
(“DCRSB”) had in March 2019 entered into a conditional Joint
Development Agreement (“JDA”) with Penmaland Sdn Bhd
(“Penmaland”). Pursuant to the JDA, Penmaland, being the
registered proprietor and the legal and beneficial owner of
three contiguous parcels of freehold land measuring
approximately 137.08 acres in the District of Tampin, Negeri
Sembilan (“Tampin Land”), shall grant DCRSB the full and
unfettered rights to carry out the development on the Tampin
Land with an estimated gross development value of
approximately RM371.6 million. As this transaction is a related
party transaction pursuant to the provisions of the Main
Market Listing Requirements of Bursa Malaysia Securities
Berhad, shareholders’ approval is required.

Tan Sri Datuk Dr Hadenan Bin A Jalil
Chairman

Our engineering and consultancy services segment, through
Kumpulan Ikram Sdn Bhd (“Ikram”) signed a strategic
partnership agreement with Geolab Ikram Sdn Bhd (“Geolab”)
to enable Geolab to acquire the assets of the regional offices
of Ikram and jointly bid for jobs leveraging on ‘Ikram’ brand.
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This exercise will enable Ikram to save approximately RM7.6
million per annum in operating expenditure whilst enabling
Ikram to generate income through consultancy and royalty.

PROTASCO BERHAD - ANNUAL REPORT 2018

On behalf of the Board, I would like to extend my gratitude to
Dato’ Mohd Haniff Bin Sher Mohamad, who retired at the last
Annual General Meeting. We thank him for his extensive
contributions throughout his tenure as Director and as
Chairman of the Audit Committee.
I would also like to record my appreciation to my fellow Board
members for their invaluable intellectual and professional
advice given to the Board and the management of Protasco
Berhad.

PERFORMAN CE RE VI E W

MANAGEMENT DISCUSSION
AND ANALYSIS

REVIEW OF FY2018
The Group’s revenue decreased by 4% to RM904.9 million in Financial Year (“FY”) 2018 as compared to RM939.3 million in
FY2017. The challenging economic landscape has affected our maintenance and engineering services segments that resulted in
the segments to report lower revenue in FY2018. The lower periodic works awarded to maintenance segment had also affected
the revenue contribution from the trading and manufacturing segment as it supports the maintenance segment.
For FY2018, the Group registered a loss before taxation of RM23.9 million, including one-off impairments and write-offs of
RM37.8 million. In addition the Group had also provided for retrenchment costs of RM1.1 million. The one-off impairments and
write-offs were made after the Group reviewed its construction portfolio assets in line with the softening outlook of the
construction market. Excluding the one-off impairments and write-offs, the Group registered a profit before taxation of
RM15.0 million.
Our cash and cash equivalents remained healthy at RM145.2 million as at the end of FY2018 and our Group’s net gearing ratio
is at a manageable level of 0.27 times.

SEGMENTAL REVIEW
MAINTENANCE
The Group’s maintenance activity is currently being undertaken by the following companies through concessions and long
term contracts awarded by the Federal and State Government:

Concession – Federal Road Maintenance (“FRM”)
A 10-year FRM concession of 7,263km commencing February 2016 by Roadcare (M) Sdn Bhd
•
Group’s equity interest is 51%
•
Routine maintenance – recurring at RM130 million per annum
•
Periodic maintenance and emergency works – based on actual work carried out
(estimated to be RM100 – RM120 million per annum)
•
Covering the states of Selangor, Pahang, Kelantan and Terengganu
A 10-year FRM concession of 751km commencing September 2018 by DAL-HCM Sdn Bhd
•
Group’s equity interest is 30%
•
Routine maintenance – recurring at RM24 million per annum
•
Periodic maintenance and emergency works – based on actual work carried out (estimated to be RM55 million
per annum)
•
Covering federal roads from Kuching to Lawas in Sarawak
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Long Term Contracts (“LTC”)
1.

A 7-year contract followed by a 5-year contract with an
extension of another 2 years for 1,959km, State Road
Maintenance for the State of Perak.
•
•
•
•

2.

•

Contract sum: RM90.1 million for 2 years
Date of commencement: 20 February 2017
Undertaken by Empayar Indera Sdn Bhd where the
Group’s equity interest is 51%
LTC expires in February 2024

A 5-year contract of Rural Road Maintenance for the
State of Terengganu covering approximately 2,500km.
•
•

Contract sum: RM126.1 million for 2 years
Date of commencement: 1 January 2013
Undertaken by Empayar Indera Sdn Bhd where the
Group’s equity interest is 51%
LTC expires in December 2024

A 2-year contract followed by a 5-year contract with an
extension of another 2 years for 13,084km, Agriculture
Road Maintenance for the State of Perak.
•
•
•

3.

•

4.

Contract sum: RM49.9 million for 5 years
Undertaken by Permint Granite-HCM Sdn Bhd where
the Group’s equity interest is 70%
LTC expires in April 2022

A 10-year contract of State Road Maintenance for the
State of Kelantan awarded by Kijang Kuari Sdn Bhd/
the State Government of Kelantan covering
approximately 2,000km.
•

•
•

Contract sum: RM25.7 million for 2 years or RM129
million for 10 years (contract sum is reviewed every
2 years)
Undertaken by HCM Kijang Sdn Bhd where the
Group’s equity interest is 60%
LTC expires in August 2026

Review Of Operations
The maintenance segment’s revenue and profit before taxation (“PBT”) declined to RM515.8 million (FY2017: RM558.9 million)
and RM38.4 million (FY2017: 56.5 million) respectively. The decline is due to less periodic works awarded and higher expenses
incurred.

Segmental Risks
Our road maintenance activities are dependent on numerous factors including the Government’s budget for periodic maintenance,
the occurrence of events that require additional emergency maintenance and the success of our bids for new and renewal of
contracts and concessions. For detailed information about the risks that we face, please turn to our Statement on Risk
Management and Internal Control on page 56 of this report.

Moving Forward
Our maintenance segment is expected to be the main revenue contributor to the Group in FY2019. The Group is actively pursuing
other opportunities to improve the maintenance segment results.
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MANAGEMENT DISCUSSION AND ANALYSIS

CONSTRUCTION
For FY2018, our construction segment completed the
upgrading of motorcycle lanes along the Federal Highway in
Kuala Lumpur as well as the refurbishment works for Jabatan
Perhutanan Semenanjung Malaysia. Current ongoing projects
include the Perumahan Penjawat Awam (“PPAM”) Phase 2
and infrastructure works for the Department of Drainage and
Irrigation (“DID Works”). The PPAM and the DID Works have
reached 54% and 35% completion respectively.
In December 2018, HCM Engineering Sdn Bhd (“HCM”)
received a letter of termination from Turnpike Synergy Sdn
Bhd (“TSSB”) for the construction of the proposed Sungai
Besi-Ulu Kelang Elevated Expressway (“SUKE Project”)
undertaken by the joint venture between HCM and Hatimuda
Sdn Bhd (“Hatimuda”) on a 40:60 basis (“HCM-Hatimuda
JV”). The notice of termination was served by TSSB as a result
of an overall delay and physical delay of the SUKE Project
undertaken by HCM-Hatimuda JV. Since the SUKE Project
was solely financed, implemented and managed by the joint
venture party, Hatimuda, the termination does not have any
significant impact on the net assets and earnings of Protasco
Group for FY2019.
Our 49% associated company, KPS-HCM Sdn Bhd, reported
profit before taxation of RM3.1 million, principally derived
from the infrastructure works for the development of Pulau
Indah Industrial Park Phase 3C. As at the end of FY2018, the
construction has reached 69% completion.
On the overseas front, the construction work for South Asia
Subregional Economic Cooperation (SASEC) approach road in
Dhaka, Bangladesh is near completion. In Sri Lanka, HCM
together with its joint venture partner, Komuthi Engineering
Pty Ltd had secured two projects for road rehabilitation and
widening valued at RM89.2 million. The projects are in various
stages of completion between 9% to 27%.

Review of Operations
Turnover for our construction segment improved from
RM179.4 million to RM288.2 million. However, this segment
reported loss before taxation of RM11.2 million and together
with the one-off impairments and write-offs of RM29.6
million, the total loss before taxation for FY2018 is RM40.8
million. The loss is attributable to cost overrun for certain
completed projects, provision for Liquidated and Ascertained
Damages (“LAD”) and impairment loss on receivables.
In February 2019, HCM filed a Notice of Adjudication
pursuant to Section 8 of the Construction Industry Payment
and Adjudication Act 2012 with the Asian International
Arbitration Centre to commence adjudication proceedings
against Southkey City Sdn Bhd (“SCSB”), the developer of a
property development known as Southkey City, Johor Bahru
in Johor. The adjudication proceedings were commenced to
seek resolution on contractual disputes covering HCM’s
claims from SCSB for the principal amount of
RM10,423,964.55 (inclusive of GST) for construction works
done and due to non-payment by SCSB. HCM is also claiming
for late payment interest and cost, the amount of which
will be determined at a later stage. Notwithstanding the
adjudication above, HCM has made full impairment in the
current FY.
With regards to the road construction work on the Old
Klang Road – New Pantai Expressway, HCM has applied for
further Extension of Time (“EOT”) to 8 January 2019. Based
on the EOT granted to 6 December 2017, HCM has calculated
the LAD to be RM5.96 million. Notwithstanding our
application for further EOT and on prudence grounds,
we have made full provision for the LAD.

Segmental Risks
Our construction activities
depend on the ability to
replenish the order book
due to the change of
Government and the
general economic climate
of the country. Other
factors that may affect
the profit contribution of
our construction segment
include the cost of raw
materials, labour and their
availability. For more
detailed information about
the risks that we face,
please turn to our
Statement on Risk
Management and
Internal Control on page
56 of this report.

Moving Forward
The PPAM and the DID work will continue in 2019 as scheduled. Meanwhile, HCM and KOP Mantap Berhad will pursue the
reactivation of the PPAM Phase 4 with the new Government. The PPAM Phase 4, with a value of RM443 million was awarded
in December 2017 and the Development Agreement was signed in May 2018.
Our construction segment is actively pursuing opportunities to replenish our order book.
PROTASCO BERHAD - ANNUAL REPORT 2018
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PROPERTY DEVELOPMENT

The overall property market in Malaysia remained soft. According to the National Property Information Centre, the number
of new launches in the 1st half of 2018 decreased by 18.6% in Kuala Lumpur while Selangor recorded a significant decrease
of 55.9%. The unsold completed residential units increased to 29,227 units worth RM17.24 billion. High rise residential homes
(condominiums and apartments) formed bulk of the overhang representing 39.7% or 11,602 units. In view of the soft property
market condition, no new development was launched in FY2018 for our De Centrum City. We have also deferred the launch of
our shop offices in Pasir Gudang, Johor and apartments at Telipot in Kota Bharu, Kelantan.
During the FY2018, our property development segment sold 12 units of its inventories in Block C and D of De Centrum Phase
2A and registered a turnover of RM6.0 million.
Recognising that the demand for houses below RM500,000 outside the Klang Valley remain strong, our property development
segment, through De Centrum Retail Sdn Bhd (“DCRSB”) had in March 2019 entered into a conditional Joint Development
Agreement (“JDA”) with Penmaland Sdn Bhd (“Penmaland”). Pursuant to the JDA, Penmaland, being the registered proprietor
and the legal and beneficial owner of three contiguous parcels of freehold land measuring approximately 137.08 acres in the
District of Tampin, Negeri Sembilan (“Tampin Land”), shall grant DCRSB the full and unfettered rights to carry out the development
on the Tampin Land with an estimated gross development value of approximately RM371.6 million. As this transaction is a related
party transaction pursuant to the provisions of the Main Market Listing Requirements of Bursa Malaysia Securities Berhad,
shareholders’ approval is required. The Tampin Land is one of the few parcels of land of such size with an approved
development plan that is located within three kilometres radius from Tampin Town.

Review of Operations
Our property development segment reported loss before taxation of RM9.0 million on the back of RM9.7 million in revenue.
The loss before taxation is attributed to the following factors:
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•

No new development launched during FY2018. The revenue generated are from the sale of its current inventories and
rental income from its investment properties;

•

Interest costs and depreciation on its investment properties; and

•

Write off of expenditure carried forward in respect of the proposed development of Phase 2B of De Centrum City.
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MANAGEMENT DISCUSSION AND ANALYSIS
Segmental Risks
The performance of our property development segment is dependent on consumer demand for new units. Factors such as
economic conditions and lending policies will have a direct impact on consumer appetite for property investment and by
extension, on the contribution from our property sales. Our property activities are also affected by general risk factors. For
more detailed information about the risks that we face, please turn to our Statement on Risk Management and Internal Control
on page 56 of this report.

Moving Forward
2019 is expected to be another challenging year for the property development industry amid the overall Malaysian economy
affected by the threat of global slowdown. The Budget 2019 which removed the exemption on real property gains tax for
Malaysian individuals disposing of properties held more than 5 years could affect the recovery of the property development
industry. Property overhang continues to rise.
We hope the situation will improve in 2020 and our property development segment is planning to roll out its development in
De Centrum City in 2020. We are also planning to move away from the conventional property products by introducing element
of healthcare and retirement homes in our development.
Subject to shareholders’ approval, in respect to the proposed JDA, we hope to launch the first phase development of the
Tampin Land, comprising landed houses in the 4th quarter of 2019.

ENGINEERING AND CONSULTANCY SERVICES
Our engineering and consultancy services segment provides
engineering solutions in the area of geotechnical, pavement,
structural, material certification and forensic engineering.

The lower contribution from this segment is due to:

Our Master Service Agreement (“MSA”) with the Government
of Malaysia, which expired in January 2019, was not renewed.
Currently we have an agreement with Datuk Bandar Kuala
Lumpur (“DBKL”), which is expiring in November 2020 with
an option of renewal for another two years. We provide
engineering services and capacity building to DBKL, with an
average annual turnover of RM10 million subject to actual
consumption by DBKL.

•
		

Losses incurred by the regional offices and
geotechnical unit;

•
		

One-off contribution from highway and
transportation unit for Pan Borneo project in FY2017.

We also have an agreement to provide engineering and
capacity building services to Tenaga Nasional Berhad
(“TNB”). This agreement is renewable annually, with an
average annual turnover of RM10 million subject to actual
consumption by TNB.
In September 2018, Kumpulan Ikram Sdn Bhd (“Ikram”)
signed a strategic partnership agreement with Geolab Ikram
(“Geolab”) to enable Geolab to acquire the assets of the
regional offices of Ikram and jointly bid for jobs leveraging on
“Ikram” brand. The rationale for the partnership is to enable
Ikram to hive-off operating expenditure of approximately
RM7.6 million per annum whilst enabling Ikram to generate
income through consultancy and royalty.

Review of Operations
Our engineering and consultancy segment posted total
revenue of RM50.1 million for FY2018, a decreased of 48%
from RM97.2 million. Operational profit before taxation
decreased to RM2.9 million. After taking into account the
one-off impairment on receivables and retrenchment costs
totalling RM3.7 million, this segment registered a loss before
taxation of RM783,000.

•

Lesser consultancy works secured through the MSA;

Segmental Risks
Demand for our engineering and consultancy services are
dependent on the overall economic environment as a slowing
economy would affect any capital expansion and thus our
services. For more detailed information about the risks that
we face, please turn to our Statement on Risk Management
and Internal Control on page 56 of this report.

Moving Forward
The construction industry is expected to be challenging in
view of the Government’s decision to review mega projects
in the country and the demand for engineering consultancy
services will be affected. At Ikram, we have initiated a cost
optimisation programme. This programme involves merging
several business units, hive-off of non-profitable units and
optimising resources. With these initiatives, our engineering
and consultancy services segment is expected to remain
profitable.
Meanwhile, we will continue to work with other highway
concessionaires to expand our pavement condition
assessment and evaluation works.

PROTASCO BERHAD - ANNUAL REPORT 2018
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TRADING AND MANUFACTURING
Our trading and manufacturing segment complements and supports our maintenance, construction and property development
segments by sourcing and supplying raw material, equipment and other required resources to these segments and their
sub-contractors.

Review of Operations
Our trading and manufacturing segment
reported lower revenue and PBT of
RM169.0 million (FY2017: RM194.3 million)
and RM1.6 million (FY2017: RM3.9 million)
respectively. The lower contribution by this
segment is due to:
•

Lesser periodic works awarded to
the maintenance segment;

•

Higher interest cost; and

•

Impairment on receivables.

Segmental Risks
Demand for our products is linked to the
amount of construction activity by our
business partners. For more detailed
information about the risks that we face,
please turn to our Statement on Risk
Management and Internal Control on page
56 of this report.

Moving Forward
Since the trading and manufacturing segment supports our other segments, the prospect of this segment will depend on the
maintenance segment’s ability to secure more periodic works, and for the construction segment to implement its construction
activities.

EDUCATION
Our education segment’s brand is Infrastructure University
Kuala Lumpur (“IUKL”).
In FY2018, as part of its rationalisation and cost optimisation
exercise, the following faculties have been merged and are
renamed, while the Faculty of Architecture & Build
Environment is maintained.
•

The Faculty of Engineering & Technology
Infrastructure, Faculty of Creative Media & Innovative
Technology and Faculty of Applied Science &
Foundation Studies are merged and named Faculty
of Engineering, Sciences and Technology.

•

The Faculty of Business & Accounting, Faculty of
Creative Media & Innovative Technology and Faculty
of Arts, Communication & Education are merged and
named Faculty of Business, Information and Human
Sciences.

IUKL has also phased out certain programmes that are not
profitable. The rationalisation and cost optimisation exercise
will enable IUKL to save approximately RM1.4 million per
annum in staff costs.

Review of Operations
Our education segment reported total revenue of RM50.3
million (FY2017: RM55.9 million) and loss before taxation of
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RM1.9 million (FY2017: PBT of RM3.3 million). The loss suffered
in FY2018 is due to the reduction in student population from
3,705 in FY2017 to 2,960 in FY2018. The low student population
is attributed to stiff competition in the private tertiary
education and lower withdrawal of PTPTN loans.

Segmental Risks
The education segment is exposed to competitive risk from
other private tertiary institutes. The success of an education
institution is dependent on its reputation as well as the ability
to attract the students, both local and international, into IUKL.
For more detailed information about the risks that we face,
please turn to our Statement on Risk Management and
Internal Control on page 56 of this report.

Moving Forward
Recognising the intense competition from other private
tertiary institutions, IUKL realised that the university has to be
managed in a lean and manageable level. The rationalisation
and cost optimisation exercise, which started in FY2018, will
enable IUKL to break-even at lower number of student
population. We will continue to market IUKL as a university
of choice for our Engineering and Architecture courses.

PERFORMAN CE RE VI E W

MANAGEMENT DISCUSSION AND ANALYSIS

CLEAN ENERGY

Following the award for the development of large scale solar
PV plant of 6.8 MW at Masjid Tanah, Melaka, our clean energy
segment signed a Power Purchase Agreement with TNB. We
are currently working on the conversion of the land in Melaka
and construction is expected to commence in the 3rd quarter
of 2019.

Our clean energy segment will be participating in the next roll
out of the large scale solar as announced by the Government.
We will continue to explore opportunities to participate in
more government or private projects, either through direct
participation or as EPC contractor.

LOOKING FORWARD TO 2019
The Government forecast that the GDP will expand to 4.9%
in 2019 with the economic growth is susceptible to oil price
volatility and geopolitical tension. The introduction of SST
and RPGT by the Government will affect the property market
sentiment. The recovery of the property market in Malaysia in
2019 remains uncertain.
For FY2018, the Group has reviewed in particular its
construction portfolio assets and has taken the initiatives to
make one-off impairments and write-offs. With this, there will
be removal of potential overhang. The right sizing exercise,
which started in the 3rd quarter of 2018 will substantially
reduce overheads and the effects will be realised in FY2019.

Protasco’s maintenance segment is expected to be the main
revenue contributor to the Group. The PPAM Phase 2 and the
DID Work will continue in 2019 as scheduled. The Group is
also pursuing other opportunities to improve its maintenance
and construction segments.
Barring unforeseen circumstances, the Group expects to
return to profitability this year. The Group will also explore
other business opportunities to enhance shareholders return.
Dato’ Sri Ir Chong Ket Pen
Executive Vice Chairman/Group Managing Director
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