Construction output in Malaysia rose by 5.3%
year-on-year in the second quarter of 2018,
following a 5.9% growth in the preceding three
months and reaching the weakest increase
since a confraction seen in the second quarter

a faster pace, activity plunged for residential
building (-7.6% from -3.4%) and non-residential
building (-4.8% from -1.2%). Construction Output
in Malaysia averaged 13.53% from 2011 unfil
2016, reaching an all fime high of 35.30% in the

of 2011. While civil engineering output (23.6% second quarter of 2012 and a record low of
from 19.5% in the first quarter) and special -6.00% in the second quarter of 2011.

RM 1 1 3 trade activities (12.6% from 8.6%) increased at
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The Business Climate

The global economy is expected  fundamentals, diversified structure and
to witness broad-based recovery  inherent dynamism. Based on the improving
to 3.1% growth in 2018, driven by  economic conditions and gradualrecovery
improved economic activities in in the industry, the Group is optimistic about
major economies, amidst increased  the medium to long term prospects for
access fo funding and a furnaround Vizione. We believe that we are on the
in commodity prices. Meanwhile, right footing for recovery following the solid
Malaysia's economy is projected to  groundwork the Group has instiled over the
grow by 5.5% to 6.0% in 2018 from last recent years.

5.9% in 2017, on its strong economic
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Industry Outlook

The infrastructure construction
market is expected to maintain ifs
leading share in the industry over
the forecast period accounting for
33.0% of the industry’s total value in
2022. The government has allocated
RM5.0 billion for the construction
of Lebuhraya Persisiran  Pantai
Barat highway between Banting in
SelangortoTaipinginPerak and plans
fo invest RM230.0 million to develop
new cenfral spine road project
which will establish a link between
Raub, Bentong, Gua Musang and
Kampung Relong. Under the 2018
budget, the government is focusing
on plans to develop 210,000 housing
units under Perumahan Rakyat
TMalaysia Program, 25,000 housing
units under the 1Malaysia Civil
Servants Housing Program, 17,300
housing units under the People’s
Housing Program, 3,000 housing unifs
under the People’s Friendly Home
Program, 2,000 housing units under
the My Deposit Program and 600
housing units under the My Beautiful
New Homes Program.
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In line with the growing energy
demand, in early 2017 the
government announced plans to
develop 12 new power plants in
the country by 2023, with a fotal
installed capacity of 9,17TMW.
It is expected that the industrial
construction market will register
a forecast Compound Annual
Growth Rate (CAGR) of 7.33% in
nominal terms, supported by the
government’s effort to fransform
the counftry’s manufacturing
sector info a more diverse and
high-value sector by 2020. In
order to equip all households with
broadband connection by 2020,
the government launched High-
Speed Broadband 2 (HSBB 2)
and Suburban Broadband (SUBB)
programs under the 11th Malaysia
Plan 2016-2020. As a part of the
move, in the 2018 budget, the
government allocated RM1.0 billion
to develop internet infrastructure in
the states of Sarawak and Sabah.
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Challenges

Vizione Group is an integrated
construction ouffit with
capabilities in civil engineering
and construction of residential
and mixed use development
properties. Within the
construction segment, there are
three core businesses namely
Building Construction Services,
Infrastructure Construction
Services and Development
Services. The Group remained
resilient amidst the challenging
economic environment in
financial year ended 31 May
2018, underpinned by sftrong
business fundamentals, bold
growth sftrategy, prudent risk

management  practices and
a dynamic approach fo cost
management. The Group's
long term sustainability strategy
will anchor on broadening ifs
infrastructure  revenue  stream,
strengthening its profit  margin
and capitalising on  growing
investment  opportunities.  The
strategic positioning in investing
info other construction segment
helps in embarking on different
revenue stream.

Our resiience to embark on
such a strategic vision proved
to be the right course of action
as renewed optimism gradually
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retfurns in the industry. Our
goal was to be well-positioned
and ready fo capitalise on
emerging opportunities. Driven
by disciplined cost optimisation
efforts, including pro-active
capital  management  and
reprioritisation of capex plans,
as well as improved operational
effectiveness were some of
the prudent measures we had
taken to enhance the Group'’s
fundamentals. Combined with
a robust business model and
people capabilities, we made
good progress in our growth
strategy in financial year 2018.



Market Capitalisation
as at

16 Jan 2018

139

million

T MALAYSIA

b e

Kota Belud PPR, perspective view

In construction sector, we continue to expand our regional foot
print and have positioned our capabilities to undertake workin new
business segments, including civil engineering and infrastructure
works. These new segments are expected to benefit usin the near
and long term as the market propels through increasing levels of
activities.

The year in review was indeed challenging and the unwavering
commitments from the Group has kept the business momentum
in rhythm. Nonetheless, the organisation remains resilient and
focuses on pursuing its operations and business strategies as well
as ramping up the order book. The challenges include reduction
in average project margin due to rising operating costs, fransport,
fuel and regulatory compliances.

The Group’s conventional income, noticeably from Government
Housing Scheme will be the primary focused. The Group expects
more dwellings in the form of affordable homes will “continue
to be the fundamental catalyst in intensifying the organisation’s
growth. All key projects were on frack and moving progressively
info advance phases info the coming financial year. Despite the
operating shortcomings and through consistent perseverance, the
Group recorded a commendable performance in profit before
tax of RM36 million in financial year 2018. The Group recorded a
record high revenue of RM 413 million for the FY2018, an increase
of RM364 million as compared to RM49 million recorded in the
preceding year.
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For the year under review, RM288 million from
the rights issue and private placement proceeds
were spent for the purchase of Wira Syukur (M)
Sdn Bhd (“WSSB"”). The acquisition of WSSB is vital
for the Group's operations as it allows for business
opportunities that contributes to the revenue and
earnings growth of the Group.

The Group’s net cash for the year improved by
RM18 million from RM34 million to a surplus of RM52
million and this was a result of improved working
capital management through synchronisation and
better matching of project inflows against outflows.
The net cash from investing activities and the
drawdown of bank borrowings and proceeds from
private placement of shares further enhanced the
cash position of Group as at year end.



Business Demographic

Share Consolidation

Vizione is setfting its sights on expanding its
presence in the local construction industry and
attracting larger investors. Vizione took its first step
fowards this goal affer it gained shareholders’
approval at an extraordinary general meeting for
a share consolidation exercise. A near unanimous
vote approved the management’s proposal to
consolidate the current group share base. It will
be on the basis of seven existing Vizione shares
info one Vizione share. Vizione's share base is
over three billion which is quite massive. More
importantly, the share consolidation exercise is
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deemed necessary to make the stock attractive
to a larger pool of investors. The group believes
the move will raise Vizione's profile and put it
on the radar of more research houses and fund
managers.

Vizione's issued share capital stood at RM418.64
million comprising 3.70 billion shares as of August
16 2018. Following the consolidation its share
base will decrease to an estimated 528.1 million
shares.
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Affordable Housing

Basic housing affordability is a global concern
plaguing cities around the world in both
developing and advanced economies. The
key factors that have confributed to these
predicaments include urbanisation and rising
income driven by befter job opportunities
within cifies. As a consequence, purchasing of
dwellings has become an upheaval task and at
fimes near impossible. Urbanisation in Malaysia
have resulted in failure of the market to provide
an adequate supply of affordable housing
for the masses. Growth in household income
has not kept up with the rise in house prices.
Cultural preference towards home ownership
instead of renting have contributed to the
high demand for house purchases. Houses
in  Malaysia remain seriously unaffordable
by internatfional standards with a median
multiple of 5. However, actual median house
price was RM313,000, beyond the means of
many households, where the median national
household income is only RM5,228.

(Note : Under the Median Multiple approach, housing
is deemed daffordable if median house prices are
less than 3 times annual median household income)

Penang Opportunities

Apart from affordable housing and high rise
property development segment, Vizione is
also working to expand its footprint into other
construction segments. Over the past two years
the group has been progressively developing
its expertise in infrastructure projects.
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Affordable housing has long been the group's
core contributor and will contfinue to be the
key business driver. It makes sense to remain
active in this segment given the government's
focus on affordable housing. The ruling
Pakatan Harapan's manifesto has a pledge
to build one million affordable homes within
two terms of it being in power. Vizione viewed
this as a great opportunity and poised to be
a strong competitor for such projects despite
the change in government and is confident
that the group stands a good chance to
clinch deals. The group has participated in the
construction of high rise condominiums with
private developers such as Sunway group and
will be penetrating info similar stream as and
when the opportunity arises.
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Penang Opportunities

On August 14, 2018, Vertice Berhad and Vizione
announced an agreement to incorporate a JV
company (“JVA") of fifty percent (50%) respectively.
Consortium Zenith, which is 13.2% owned by Vertice
Berhad, had in 2012 participated in an open tender
by the Penang state government and were among
60 companies that had placed their bids for the
mega infrastructure project. Consortium Zenith was
awarded the contfract due to its competent technical
and competitive financial bid of RMé6.3 billion that
comprised of:

* Package 1:
Major Road 1 - a paired road to the existing
northern coastal road from Tanjung Bungah to
Teluk Bahang

* Package 2:
Major Road 2 - a by-pass from Bandar Baru Ayer
Ifam connecting to Lebuhraya Tun Dr Lim Chong
Eu

* Package 3:
Major Road 3 - a by-pass from Persiaran Gurney
connecting to Lebuhraya Tun Dr Lim Chong Eu

* Package 4:
Penang Undersea Tunnel -the design, construction,
operation, management and maintenance of
a third link (undersea tunnel) from Penang Island
(Persiaran Gurney) to the mainland (Seberang
Perai North District)

The Penang mega infrastructure project was an
initiative by the state government to relieve the
fraffic congestion on the island with the proposed
alternative routes, interconnecting roads, by-passes
and interchanges, including tunnels within the island
and to the mainland. With the construction of the
four packages, the traffic congestion in Penang is
expected to be relieved.
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Penang Undersea Tunnel

The joint venture with Vertice Bhd has won
a RM815 million contract from Consortium
Zenith Construction Sdn Bhd for a project
on Penang island. The contract is for the
construction of a bypass from Bandar Baru
Ayer Ifam to Lebuhraya Tun Dr Lim Chong
Eu. It comes under Package 2 of the RMé.3
billion Penang undersea tunnel project which
will connect the island fo the mainland.
Vizione has already bid for some Public Works
Department road projects and plans to be
more aggressive in this area going forward.

Vizione Holdings Bhd has bagged a RM89.9
million contract from PBA Holdings Bhd to
build submarine pipelines from Butterworth
to the Macallum area on Penang Island.
Perbadanan Bekalan Air Pulau Pinang Sdn
Bhd (PBAPP) intends to develop new water
supply pipelines from Sungai Dua Water
Treatment Plant in the mainland fto the
island. This involves laying of approximately
3.2km of 1,200mm diameter twin submarine
pipelines from Butterworth to Penang island.

The implementation of the new Butterworth-
Penang Island Twin Submarine Pipeline
project includes coastal reclamation and
shore protection work of 4ha of land at
Macallum area to provide space for pipeline
stringing and launchway construction.

815 milion

bypass Deal

Bandar Baru Ayer Itam to
Lebuhraya Tun Dr. Lim Chong Eu

Tawau PPR

Design, Build and Deliver
470-units 5-storey
Apartments for Program
Perumahan Rakyat (PPR)
at Jalan Merotai, Tawau,
Sabah.

Contract Value:
RM38 million

Machang PPR

Design, Build and Deliver
418-units 5-Storey
Apartments for Program
Perumahan Rakyat (PPR)
at Machang, Kelantan
Darul Naim.

Contract Value:
RM58 million

Alor Setar PPR

Design, Build and Deliver
500-Unit Apartments
for Program Perumahan
Rakyat (PPR) at Kota Setar,
Alor Setar, Kedah Darul
Aman.

Contract Value:
RM95 million

Future Outlook

Moving ahead info 2019, the
construction industry is expected to
expand, albeit at a relatively slower
pace. The industry’s expansion is
expected to be supported by the
government’'s on-going efforts to
promote economic growth through
large-scale investments. This plan
is part of the government’'s aim to
achieve the status of a developed
economy by 2020. The Group envisions
to be one of the respectable builders
in the industry. Barring any unforeseen
circumstances, moving forward the
Group anticipates a better outlook
in its financial performance within the
next twelve months after taking into
consideration that most of the major
projects would be in acceleration
phase, therefore giving the Group
a stronger accretion in revenue and
earnings.

Malaysia’s  construction industry s
expected to grow from 2018 to 2020,
supported by the Government’s plan
toimprove the country’stransportation
network and tourism infrastructure,
as well as increase in the volume of
renewable energy projects. While
there are many challenges in the
construction industry, the Group has
put in place a strategy to navigate
the business and the Group remains
committed to improve its efficiency
and focus of its operations. The year
ahead looks promising for the Group
as it fills up its running order book with
construction jobs worth approximately
RM 3.9 bilion. We would welcome
the year 2019 with a new vigour
and cautious optimistic outlook. We
certainly hope the Group could scale
up to greater heights as we look
forward to arejuvenated and a better
performance for Vizione in 2019.
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