Lebar Daun Berhad

{Company No. 590945-H)
(Incorporated in Malaysia)

and its subsidiaries

Financial statements for the year
ended 31 December 2007



Lebar Daun Berhad
(Company No. 590945-H)
(Incorporated i Malaysia)

and its subsidiaries

Directors’ report for the year ended 31 December 2007

The Directors have pleasure in submitting their report and the audited financial statements
of the Group and of the Company for the year ended 31 December 2007.

Principal activities

The Company is principally engaged in investment holding whilst the principal activities of
the subsidiaries are as stated in note 6 to the financial statements. There has been no
significant change in the nature of these activities during the financial year.

Results
Group Company
RM RM
Profit for the year 3,245,035 417,378

Reserves and provisions

There were no material transfers to or from reserves and provisions during the year under
review, except as disclosed in the financial statements.

Dividends

No dividend was paid during the period and the Directors do not recommend any dividend
to be paid for the period under review.

Directors of the Company
Directors who served since the date of the last report are:

Norazmi bin Mohamed Nurdin

Datuk Mohd Hashim bin Hassan

Prof Dr Hamzah bin Ismail

Dato’ Nik Ismail bin Dato’ Nik Yusoff

Dato’ Noor Azman @ Noor Hizam bin Mohd Nurdin

Tan Sri Datuk Adzmi bin Abdul Wahab (appointed w.e.f 13.12.2007)
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Directors’ interests

The interest and deemed interest holdings in the ordinary shares and the Irredeemable
Convertible Unsecured Loan Stocks of the Company and of its related corporations (other
than wholly-owned subsidiaries) of those who were Directors at year end (including the
interests of the spouses or children or the Directors who themselves are not Directors of the
Company) as recorded in the Register of Directors’ Shareholdings are as follows:

Shareholdings in which Directors

have direct interest

Norazmi bin Mohamed Nurdin

Dato’ Noor Azman (@ Noor Hizam
bin Mohd Nurdin

Shareholdings in which Directors

have deemed interests

Norazmi bin Mohamed Nurdin

Dato’ Noor Azman (@ Noor Hizam
bin Mohd Nurdin

Shareholdings in which Directors

have direct interest

Dato’ Noor Azman (@ Noor Hizam
bin Mohd Nurdin

Shareholdings in which Directors

have deemed interests

Norazmi bin Mohamed Nurdin

Number of ordinary shares of RM0.50 each

At At
1.1.2007 Bought Sold 31.12.2007
1,582,000 - - 1,582,000
84,250,000 1,000 6,000,000 78,251,000
84,575,800 1,000 - 84,576,800

1,907,800 6,000,000 - 7,907,800

2% Irredeemable Convertible Unsecured
Loan Stocks 2004/2007 of RM1 each
At At
1.1.2007 Conversion Sold  31.12.2007

1,000 1,000 - -

1,000 1,000 - -

By virtue of their interests in the shares of the Company, Norazmi bin Mohamed Nurdin
and Dato’ Noor Azman @ Noor Hizam bin Mohd Nurdin are also deemed interested in
the shares of the subsidiaries during the financial year to the extent that Lebar Daun Berhad

hasg the 100% interest.

None of the other Directors holding office at 31 December 2007 had any interest in the
ordinary shares of the Company and its related corporations during the financial year.
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Directors’ benefits

Since the end of the previous financial year, no Director of the Company has received nor
become entitled to receive any benefit (other than a benefit included in the aggregate amount
of emoluments received or due and receivable by Directors as shown in the financial
statements or the fixed salary of a full time employee of the Company) by reason of a
contract made by the Company or a related corporation with the 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 except as disclosed in Note 25 to the financial statements.

There were no arrangements during and at the end of the financial year which had the object
of enabling Directors of the Company to acquire benefits by means of the acquisition of
shares in or debentures of the Company or any other body corporate.

Issue of shares

During the financial year, the Company issued 21,500 new ordinary shares of RM0.50 each
at par for the conversion of the Irredeemable Convertible Unsecured Loan Stocks
(“ICULS”) of RM1 each for new ordinary shares of RM0.50 each at a conversion price of
RM1 per ordinary share.

There were no other changes in the issued and paid-up capital of the Company during the
financial year.

Other statutory information

Before the balance sheets and income statements of the Group and of the Company were
made out, the Directors took reasonable steps to ascertain that:

i) all known bad debts have been written off and adequate provision made for doubtful
debts, and

ii) all current assets have been stated at the lower of cost and net realisable value.
At the date of this report, the Directors are not aware of any circumstances:
i) that would render the amount written off for bad debts, or the amount of the provision
for doubtful debts, in the Group and in the Company inadequate to any substantial

extent, or

ii) that would render the value attributed to the cuirent assets in the Group and in the
Company financial statements misleading, or

iii) which have arisen which render adherence to the existing method of valuation of
assets or liabilities of the Group and of the Company misleading or inappropnate, or

iv) not otherwise dealt with in this report or the financial statements, that would render
any amount stated in the financial statements of the Group and of the Company
misleading.
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At the date of this report, there does not exist:

1) any charge on the assets of the Group or of the Company that has arisen since the end
of the financial year and which secures the liabilities of any other person, or

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

No contingent liability or other liability of any company in the Group has become
enforceable, or is likely to become enforceable within the period of twelve months after the
end of the financial year which, in the opinion of the Directors, will or may substantially
affect the ability of the Group and of the Company to meet their obligations as and when
they fall due.

In the opinion of the Directors, except for the effects arising from the change in accounting
policies as disclosed in the financial statements, the results of the operations of the Group
and of the Company for the financial year ended 31 December 2007 have not been
substantially affected by any item, transaction or event of a material and unusual nature nor
has any such item, transaction or event occurred in the interval between the end of that
financial year and the date of this report.

Auditors

The auditors, Messrs KPMG, have indicated their willingness to accept re-appointment.

Signed on behalf of the Board of Directors in accordance with a resolution of the Directors:

Nor ' mlbm Mth:fLNurdin

................................................................

Dato’ Nik ail bin Date’ Nik Yusoff

Shah Alam,

Date: ¢ 9 nPR 2008



Lebar Daun Berhad
(Company No. 590945-H)
(Incorporated in Malaysia)

and its subsidiaries

Statement by Directors pu'rsuant to Section 169(15)
of the Companies Act, 1965

In the opinion of the Directors, the financial statements set out on pages 9 to 58 are drawn
up in accordance with the provisions of the Cornpé.nies Act, 1965 and applicable approved
Financial Reporting Standards issued by the Malaysian Accounting Standards Board so as to
give a true and fair view of the state of affairs of the Group and of the Company at 31
December 2007 and of the results of their operations and cash flows for the year ended on

that date.

Signed on behalf of the Board of Directors in accordance with a resolution of the Directors:

Prremern e -.-.....6-: .......................................

Norgzmi bin Mohame ﬁurdin

...............................................................

Dato’ Nik Is bin Dato’ Nik Yusoff

Shah Alam,

bate: 42 APR 2008



Lebar Daun Berhad
{Company No. 590945-H)
{(Incorporated in Malaysia

and its subsidiaries

Statutory declaration pursuant to
Section 169(16) of the Companies Act, 1965

I, See Thoo Su Jean, the officer primarily responsible for the financial management of
Lebar Daun Berhad, do solemnly and sincerely declare that the financial statements set
out on pages 9 to 58 are, to the best of my knowledge and belief, correct and I make this
solemn declaration conscientiously believing the same to be true, and by virtue of the

provisions of the Statutory Declarations Act, 1960.

1 2 APR 2008

Subscribed and solerrmly declared by the above named in Shah Alamon ...........oooeiis

......................................................

See AFhoo Su Jean

Before me:

26, Tingkat 1, Jin Tenghy
Arnpuan Zabedah A, 9/A
40100 Shah Alem
Selangor Darul Ehsan.
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KPMG (Firm No. AF 0758) Telephone  +60 (3} 2095 3388
Chlartered Accountants Fax +G0 (3} 2085 0971
Wisma KFMG Internet wnwy kpmg.com.my

Jalan Dungun, Damansara Heights
50490 Kuala Lumpur, Malaysia

Report of the auditors to the members of

Lebar Daun Berhad.
(Company No. 590945-H)
(Incorporated in Malaysia

We have audited the financial statements set out on pages 9 to 58. The preparation of the
financial statements is the responsibility of the Company’s Directors.

It is our responsibility to form an independent opinion, based on our audit, on the financial
statements and to report our opinion to you, as a body, in accordance with Section 174 of the
Cormnpanies Act, 1965 and for no other purpose. We do not assume responsibility to any other
person for the content of this report. ‘

We conducted our audit in accordance with approved Standards on Auditing in Malaysia.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant
estimates made by the Directors, as well as evaluating the overall financial statements
presentation. We believe our audit provides a reasonable basis for our opinion.

In our opinion:

(a) the financial statements are properly drawn up in accordance with the provisions of the
Companies Act, 1965 and applicable approved Financial Reporting Standards issued
by the Malaysian Accounting Standards Board so as to give a true and fair view of:

i)  the state of affairs of the Group and of the Company at 31 December 2007 and
the results of their operations and cash flows for the year ended on that date; and

ii)  the matters required by Section 169 of the Companies Act, 1965 to be dealt with
in the financial statements of the Group and of the Company; and

(b) the accounting and other records and the registers required by the Companies Act, 1965
to be kept by the Company and the subsidiaries of which we have acted as auditors
have been properly kept in accordance with the provisions of the said Act.

KBMG, & partnership established under Malsysion law and &
member firr of the XPMG netwerk of indeperdant membar fums
affilinted with KPMG Intarnational, a Swiss conperativa.
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We are satisfied that the financial statements of the subsidiaries that have been consolidated
with the Company’s financial statements are in form and content appropriate and proper for
the purposes of the preparation of the consolidated financial statements and we have
received satisfactory information and explanations required by us for those purposes.

The audit reports on the financial statements of the subsidiaries were not subject to any
qualification and did not include any comment made under subsection (3) of Section 174 of

the Act.

\ B ML~

KPMG

Firm Number: AF 0758
Chartered Accountants

Kuala Lumpur, Malaysia

Date: 12 April 2008

L

Hasman Yusri Yusoff
Partner
Approval Number: 2583/08/08(J)



Lebar Daun Berhad
(Company No. 590945-H)
(Incorporated in Malaysia)

and its subsidiaries

Balance sheets at 31 December 2007

Assets
Property, plant and equipment
Intangible assets
Investment properties
Investments in subsidiaries

Total non-current assets

Investment in quoted shares

Receivables, deposits and
prepayments

Inventories

Current tax assets

Cash and cash equivalents

Total current assets

Total assets

Equity
Share capital
Share premium
Reserves
Retained earnings

Total equity

Group Company

Note 2007 2000 2007 20006

RM RM RM RM
3 4,443 206 4,157,736 53,226 73,829

4 11,803,642 11,803,642 - -

5 585,000 600,000 - -
6 - - 74,500,002 74,500,002
16,831,848 16,561,378 74,553,228 74,573,831

7 13,146,511 - - -
8 156,336,282 156,517,225 4,082,958 3,832,805

9 214,248 200,439 - -
27,294 - 27,294 16,596
10 4,526,393 10,515,079 649,335 497,391
174,250,728 167,232,743 4,759,587 4,346,792
191,082,576 183,794,121 79,312,815 78,920,623
11 68,241,838 068,231,088 68,241,838 68,231,088
10,477,946 10,467,196 10,477,946 10,467,196
38,837,799 35,592,764 434,271 16,893
117,557,583 114,291,048 79,154,055 78,715,177
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Balance sheets at 31 December 2007

{continued)

Liabilities
Loans and borrowings
Deferred tax liabilitics

Total non-current liabilities

Deferred income
Payables and accruals
Current tax liabilities
Loans and borrowings

Total current liabilities
Total liabilities

Total equity and liabilities

10

Group Company
Note 2007 2006 2007 2006
RM RM RM RM
12 247,683 47,834 31 ,207 47,834
13 274,697 364,439 - -
522,380 412,273 31,207 47,834
14 1,814,499 502,848 - -
15 68,243,711 64,324,472 110,926 120,372
122,642 2,110,798 - -
12 2,821,761 2,152,682 16,627 37,240
73,002,613 69,090,800 127,553 157,612
73,524,993 69,503,073 158,760 205,446

191,082,576

183,794,121 79,312,815 78,920,623

The notes on pages 16 to 58 are an integral part of these financial statements.



Lebar Daun Berhad

(Company No. 590945-H)
(Incorporated in Malaysia)

and its subsidiaries

11

Income statements for the year ended 31 December 2007

Note

Revenue
Cost of sale

Gross profit

Other income

Administrative expenscs
Impairment on loss of investment

Results from operating activities
Interest income '
Finance costs

Profit before tax 16
Tax expense 18

Profit for the year attributable
to shareholders of the Company

Basic earnings per ordinary
share (sen) 19

Group

2007
RM

72,359,210

2006
RM

126,639,395
(63,515,610) (115,129,608)

Company
2007 2006
RM RM

850,000 4,080,000

8,843,600 11,509,787 850,000 4,080,000
655,251 189,000 - -
(4,121,505)  (4,531,672) (213,928)  (240,950)
(490,810) - - -
4,886,536 7,167,115 636,072 3,839,050
254,861 568,855 3,028 11,424
(369,625)  (339,508)  (2,920)  (4,238)
4,771,772 7396462 636,180 3,846,236
(1,526,737)  (4,228,523) (218,802) (1,151,021)
3,245,035 3,167,939 417,378 2,695,215
2.38 2.32

The notes on pages 16 to 58 are an integral part of these financial statements.
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Lebar Daun Berhad
(Company No. 590945-H)
(Incorporated in Malaysia)

and its subsidiaries

Consolidated statement of changes in equity for the year

ended 31 December 2007

Non-distributable Distributable
Share Share  Capital Retained Total
Note capital premium reserve earnings equity
Group RM RM RM RM RM
At 1 January 2006 68,231,088 10,467,196 716 34,881,144 113,580,144
Profit for the year - - - 3,167,939 3,167,939
Conversion of ICULS - - (716) - (716}
Dividends to shareholders 20 - - - (2,456,319) (2,456,319)
At 31 December 2006 68,231,088 10,467,196 - 35,592,764 114,291,048
Profit for the year - - - 3,245,035 3,245,035
Conversion of ICULS 10,750 10,750 - - 21,500
At 31 December 2007 68,241,838 10,477,946 - 38,837,799 117,557,583
Company
At 1 January 2006 68,231,088 10,467,156 716 (222,003) 78,476,997
Profit for the year - - - 2,695,215 2,695,215
Conversion of ICULS - - (716) - (716)
Dividends to shareholders 20 - - - (2,456,319) (2,456,319)
At 31 December 2006 68,231,088 10,467,196 - 16,893 78,715,177
Profit for the year - - - 417,378 417,378
Conversion of ICULS 10,750 10,750 - - 21,500
At 31 December 2007 68,241,838 10,477,946 - 434271 79,154,055

The notes on pages 16 to 58 are an integral part of these financial statements.
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Lebar Daun Berhad
(Company No. 590945-H)
(Incorporated in Malaysia)

and its subsidiaries

Cash flow statements for the year ended 31 December 2007

Group Company
2007 2006 2007 2006
Note RM RM RM RM
Cash flows from operating activities
Profit before tax 4,771,772 7,396,462 636,180 3,846,236
Adjustments for:
Depreciation of property, plant
and equipment 610,892 463,774 20,603 20,603
Depreciation of investment
properties 5 15,000 15,000 - -
Dividend income (488,796) - (850,000) (4,080,000)
Finance costs 369,625 339,508 2,920 4,238
Gain on disposal of property,
plant and equipment (14,400) - - -
Loss on disposal of quoted share
investment 39,945 - - -
Impairment on loss of quoted share
investment 490,810 - - -
Interest income (254,861) (568,855) (3,028) (11,424)
Operating profit/(loss) before changes
in working capital 5,539,987 7,645,880  (193,325) (220,347)
Inventories (13,809) (200,439) - -
Payables and accruals 3,818,277 3,025,163 (9,446) (20,303)

Receivables, deposits and prepayments 1,467,719 3,387,256 (1,765)

Cash generated from/{used in)

operations 10,812,174 13,857,869 (204,536) (240,650)
Dividends received - - 850,000 4,080,000
Interest received 279,737 568,000 3,028 11,424
Interest paid (369,625) (347,826) (2,920) (4,238)
Tax paid (3,631,929) (10,393,277) (229,500)(1,142,400)

Net cash from operating activities 7,090,357 3,684,766 416,072 2,704,136
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Cash flow statements for the year ended 31 December 2007

(continued)
Group Company
2007 2006 2007 2006
Note RM RM RM RM
Restated Restated
Cash flows from investing activities
Acquisition of property, plant and
equipment (i) (66,962) (201,377) - -
Acquisition of subsidiary, net of
cash acquired 25 - - 2)

Acquisition of quoted share investment  (28,813,058) - - -
Repayment/(Loans) of subsidiaries - - (248,388) 255,025
Advance from related companics 100,961 52,852 - -

Proceeds from disposal of property,

plant and equipment 135,000 119,000 - -
Proceeds from disposal of quoted share

investment 15,135,792 - - -
Dividend Income 488,796 - - -

Net cash (used in)/generated from
investing activities (13,019,471) (29,525) (248,388} 255,023

Cash flows from financing activities
Dividends paid to shareholders of the

Company 20 - (2,456,319) - (2,456,319)
Drawdown/(Repayment) of

borrowings 1,070,000 (29,362,604) - -
Repayment of hire purchase liabilities (601,986) (197,311) (15,740}  (13,297)

(Increase)/Decrease in pledged deposits (120,644) 8,346,218 - -

Net cash generated from/(used in)

financing activities 347,370 (23,670,016)  (15,740)(2,469,616)
Net (decrease)/increase in cash and cash
equivalents (5,581,744)(20,014,775) 151,944 489,543
Cash and cash equivalents at 1 Januvary (1) 5,692,673 25,707,448 497,391 7,848

Cash and cash equivalents at
31 December (1 110,929 5,692,673 649,335 497,391
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Cash flow statements for the year ended 31 December 2007

(continued)

i) Cash and cash equivalents

Cash and cash equivalents included in the cash flow statements comprise the

following balance sheet amounts:

Group Company
2007 2006 2007 2006
Note RM RM RM RM
Cash and bank balances 10 784,252 4,375,712 649,335 17,391
Deposits placed with licensed banks 10 3,742,141 6,139,367 - 480,000
Bank overdraft repayable on
demand - unsecured 12 (673,323) (1,200,909) - -
3,853,070 9,314,170 649,335 497,391
Less: Deposits pledged 10 (3,742,141) (3,621,497) - -
110,929 5,692,673 649,335 497,391

if) Acquisition of property, plant and equipment

During the year, the Group acquired property, plant and equipment with an aggregate -
cost of RM1,016,962 (2006 - RM201,377), of which RM950,000 (2006 - Nil), were

acquired by means of hire purchase plans.

The notes on pages 16 to 58 are an integral part of these financial statements.
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Lebar Daun Berhad
(Company No. 590945-H)
(Incorporated in Malaysia)

and its subsidiaries

Notes to the financial statements

Lebar Daun Berhad is a public limited liability company, incorporated and domiciled in
Malaysia and is listed on the Second Board of Bursa Malaysia Securities Berhad. The
addresses of its registered office and principal place of business of the Company is as
follows:

Registered office & Principal place of business
Address: No 2, Jalan Tengku Ampuan Zabedah J9/J
Seksyen 9, 40000 Shah Alam
Selangor Darul Ehsan

The consolidated financial statements of the Company as at and for the year ended 31
December 2007 comprise the Company and its subsidiaries (together referred to as the
Group).

The Company is principally engaged in investment holding while the other Group entities
are primarily involved in the construction, trading and services.

The financial statements were approved by the Board of Directors on 12 April 2008.

1. Basis of preparation

(a) Statement of compliance

The financial statements of the Group and of the Company have been prepared n
accordance with applicable approved Financial Reporting Standards (FRS) 1ssued
by the Malaysian Accounting Standards Board (“MASB”), accounting principles
generally accepted in Malaysia and the provisions of the Companies Act, 1965.
These financial statements also comply with the applicable disclosure provisions
at the Listing Requirements of the Bursa Malaysia Securities Berhad.

The accounting policies adopted by the Group and by the Company is consistent
with those adopted in the previous year except for adoption of the new and
revised FRS 124, Related Party Disclosures, issued by MASB that is effective for
the financial period beginning on 1 January 2007,

Other than the expanded disclosure requircments as shown in Note 25, the
adoption of FRS 124 does not have any significant financial impact on the Group
and on the Company.
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1.

Basis of preparation (continued)

(a) Statement of compliance (continued)

The MASB has also issued the following FRSs and Interpretations that are
effective for annual periods beginning after 1 January 2007, and that have not
been applied in preparing these financial statements:

FRSs / Interpretations Effective date
FRS 107, Cash Flow Statements 1 July 2007
FRS 111, Construction Contracts 1 July 2007
FRS 112, Income Taxes 1 July 2007
FRS 118, Revenue 1 July 2007

FRS 120, Accounting for Government Grants and Disclosure 1 July 2007
of Government Assistance

Amendment to FRS 121, The Effects of Changes in Foreign 1 July 2007
Exchange Rates - Net Investment in a Foreign Operation

FRS 134, Interim Financial Reporting 1 July 2007

FRS 137, Provisions, Contingent Liabilities and Contingent 1 July 2007
Assets

FRS 139, Financial Instruments: Recognition and To be announced
Measurement

IC Interpretation 1, Changes in Existing Decommissioning, 1 July 2007
Restoration and Similar Liabilities

IC Interpretation 2, Members’ Shares in Co-operative Entities 1 July 2007
and Similar Instruments

IC Interpretation 5, Rights to Interests arising from 1 July 2007
Decommissioning, Restoration and Environmental

Rehabilitation Funds

IC Interpretation 6, Liabilities arising from Participating in a 1 July 2007
Specific Market — Waste Electrical and Electronic Equipment

IC Interpretation 7, Applying the Restatement Approach under 1 July 2007
FRS 129, Financial Reporting in Hyperinflationary Economies

IC Interpretation 8, Scope of FRS 2 1 July 2007

The Group and the Company shall apply the rest of the above-mentioned FRSs
(except for FRS 120, IC Interpretations 1, 2, 5, 6, 7 and 8 as explained below and
FRS 139 which effective date has yet to be announced) for annual periods
beginning 1 January 2008. The initial application of the said FRSs and
Interpretations are not expected to have any material impact on the financial
statements of the Group and of the Company.

FRS 120, IC Interpretations 1, 2, 5, 6, 7 and 8 are not applicable to the Group and
to the Company. Hence, no further disclosure is warranted.

The impact of applying FRS 139 on the financial statements upon first adoption
of this standard as required by paragraph 30(b) of FRS 108, Accounting Policies,
Changes in Accounting Estimates and Errors is not disclosed by virtue of the
exemption given in paragraph 103AB of FRS 139.
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1. Basis of preparation (continued)

(b) Basis of measurement

The financial statements have been prepared on the historical cost basis.

(¢) Functional and presentation currency

These financial statements are presented in Ringgit Malaysia (RM), which is the
Company’s functional currency.

(d) Use of estimates and judgements

The preparation of financial statements requires management fo make
judgements, estimates and assumptions that affect the application of accounting
policies and the reported amounts of assets, liabilities, income and expenses.
Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis.
Revisions to accounting estimates are recognised in the period in which the
estimate is revised and in any future periods affected.

There are no significant areas of estimation uncertainty and critical judgements in
applying accounting policies that have significant effect on the amounts
recognised in the financial statements other than those disclosed in the following
notes:

e Note 5 — valuation of investment properties
e Note 13 —recognition of deferred tax liabilities
* Note 24 — contingencies

2. Significant accounting policies

The accounting policies set out below have been applied consistently to the periods
presented in these financial statements, and have been applied consistently by Group
entities, unless otherwise stated.

(a) Basis of consolidation
(i) Subsidiaries

Subsidiaries are entities, controlled by the Group. Control exists when the
Group has the ability to exercise its power to govern the financial and
operating policies of an entity so as to obtain benefits from its activities. In
‘assessing control, potential voting rights that presently are exercisable are
taken into account. Subsidiaries are consolidated using the purchase method
of accounting.
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2. Significant accounting policies (continued)

(a) Basis of consolidation (continued)
(i) Subsidiaries (continued)

Under the purchase method of accounting, the financial statements of
subsidiaries are included in the consolidated financial statements from the
date that control commences until the date that control ceases.

The financial statements of subsidiaries are included in the consolidated
financial statements from the date that control commences until the date
that control ceases.

Investments in subsidiaries are stated in the Company’s balance sheet at
cost less impairment losses, unless the investment is classified as held for
sale (or included in a disposal group that is classified as held for sale).

(ii) Transactions eliminated on consolidation

Intra-group balances and transactions, and any unrealised income and
expenses arising from intra-group transactions, are eliminated in preparing
the consolidated financial statements.

(b) Property, plant and equipment
(i) Recognition and measurement

Items of property, plant and eguipment are stated at cost less accumulated
depreciation and impairment losses.

Cost includes expenditures that are directly attributable to the acquisition of
the asset. The cost of self-constructed assets includes the cost of materials
and direct labour, any other costs directly attributable to bringing the asset
to working condition for its intended use, and the costs of dismantling and
removing the items and restoring the site on which they are located. The
cost of self-constructed assets also includes the cost of materials and direct
labour and, for qualifying assets, borrowing costs are capitalised in
accordance with the Group’s accounting policy. Purchased software that is
integral to the functionality of the related equipment is capitalised as part of
that equipment.

When significant parts of an item of property, plant and equipment have
different useful lives, they are accounted for as separate items (major
components) of property, plant and equipment.
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2. Significant accounting policies (continued)

(b) Property, plant and equipment (continued)

®

(i)

Recognition and measurement (continued)

Gains and losses on disposal of an item of property, plant and equipment
are determined by comparing the proceeds from disposal with the carrying
amount of property, plant and equipment and are recognised net within
“other income™ or “other operating expenses” respectively in the income
statement.

Subsequent costs

The cost of replacing part of an item of property, plant and equipment is
recognised in the carrying amount of the item if it is probable that the
future economic benefits embodied within the part will flow to the Group
and its cost can be measured reliably. The costs of the day-to-day servicing
of property, plant and equipment are recognised in the income statement as
incurred.

(iii) Depreciation

Depreciation is recognised in the income statement on a straight-line basis
over the estimated useful lives of each part of an item of property, plant and
equipment. Leased assets are depreciated over the shorter of the lease term
and their useful lives. Freehold land is depreciated on a straight line
method using the same rate of the freehold building due to the freehold
land cost on which the building is located cannot be segregated. Property,
plant and equipment under construction are not depreciated until the assets
are ready for their intended use.

The estimated useful lives for the current and comparative periods are as
follows:

¢ land and buildings 50 years

» plant and equipment 2.5-10 years
e fixtures and fittings 8 - 10 years

¢ motor vehicles 5 years

Depreciation methods, useful lives and residual values are reassessed at the
balance sheet date.
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2. Significant accounting policies (continued)

(¢) Intangible assets

t

(i)

Goodwill

Goodwill arises on business combination and is measured at cost less
accumulated amortisation and impairment.

For acquisitions prior to 1 January 2006, goodwill represents the excess of
the cost of the acquisition over the Group’s interest in the fair values of the
net identifiable assets and liabilities.

With the adoption of FRS 3 beginning 1 January 2006, goodwill represents
the excess of the cost of the acquisition over the Group’s interest in the net
fair value of the identifiable assets, liabilities and contingent liabilities of
the acquiree.

Goodwill is measured at cost and is no longer amortised but tested for
impairment at least annually or more frequently when there is objective
evidence of impairment. When the excess is negative (negative goodwill),
it is recognised immediately in the income statement.

Amortisation

Before the adoption of FRS 3, goodwill was measured at cost less
accumulated amortisation. Goodwill was amortised from the date of initial
recognition over its estimated useful life of not more than 20 years.
Impairment tests on goodwill were performed when there were indications
of impairment.

Following the adoption of FRS 3, goodwill is measured at cost and is no
longer amortised but tested for impairment at least annually and whenever
there is an indication that they may be impaired.

(d) Investments properties

Investment properties are properties which are owned to earn rental income or for
capital appreciation or for both. These include land held for a currently
undetermined future use. Properties that are occupied by the companies in the
Group are accounted for as owner-occupied rather than as investment properties.

Investment property carried at cost

Investment properties are stated at cost less any accumulated depreciation
consistent with the accounting policy for property, plant and equipment as stated
in accounting policy note 2(a).

Depreciation is charged to the income statement on a straight-line basis over the
estimated useful lives of fifty (50) years for buildings.



22

Company No. 590945-H

2. Significant accounting policies (continued)

(d) Investments properties (continued)

(e)

Determination of fair value

The Directors estimate the fair values of the Company’s investment properties
without involvement of independent valuers.

The valuations are prepared by considering the aggregate of the estimated cash
flows expected to be received from renting out the property. A yield that reflects
the specific risks inherent in the net cash flows then is applied to the net annual
cash flows to arrive at the property valuation.

Valuations reflect, where appropriate, the type of tenants likely to be in
occupation after letting vacant accommodation, and the market’s general
perception of their creditworthiness; the allocation of maintenance and insurance
responsibilities between the Company and the lessee; and the remaining
economic life of the property. When rent reviews or lease renewals are pending
with anticipated reversionary increases, it is assumed that all notices and where
appropriate counter-notices have been served validly and within the appropriate
time.

Significant assumptions in arriving at the fair value of investment propertics are
disclosed in note 5.

Leased assets
(i) Finance lease

Leases in terms of which the Group and the Company assumes
substantially all the risks and rewards of ownership are classified as
finance leases. Upon initial recognition the leased asset is measured at an
amount egual to the lower of its fair value and the present value of the
minimum lease payments. Subsequent to initial recognition, the asset 1s
accounted for in accordance with the accounting policy applicable to that
asset.

Minimum leasc payments made under finance leases are apportioned
between the finance expense and the reduction of the outstanding liability.
The finance expense is allocated to each period during the lease term so as
to produce a constant periodic rate of interest on the remaining balance of
the liability. Contingent lease payments are accounted for by revising the
minimum lease payments over the remaining term of the lease when the
lease adjustment is confirmed.
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2. Significant accounting policies (continued)

(e)

®

()

(h)

Leased assets (continued)
(ii) Operating lease

Other leases are operating leases and the Ieased assets are not recognised
on the Group’s and on the Company’s balance sheet.

Payments made under operating leases are recognised in the income
statement on a straight-line basis over the term of the lease. Lease
incentives received are recognised as an integral part of the total lease
expense, over the term of the lease.

Inventories

Inventories are measured at the lower of cost and net realisable value. The cost of
inventories is based on the first-in first-out principle and includes expenditure
mcurred in acquiring the inventories and bringing them to their existing location
and condition. In the case of finished goods, cost includes an appropriate share of
production overheads based on normal operating capacity. Net realisable value is
the estimated selling price in the ordinary course of business, less the estimated
costs of completion and selling expenses.

Receivables

Receivables are initially recognised at their cost when the contractual right to
receive cash or another financial asset from another entity is established.

Subsequent to initial recognition, receivables are stated at cost less allowance for
doubtful debts.

Receivables are not held for the purpose of trading.

Constructions work-in-progress

Construction work-in-progress represents the gross unbilled amount expected to
be collected from customers for contract work performed to date. It is measured
at cost plus profit recognised to date less progress billing and recognised losses.
Cost includes all expenditure related directly to specific projects and an
allocation of fixed and variable overheads incurred in the Company’s contract
activities based on normal operating capacity.

Construction work-in-progress is presented as part of receivables, deposits and
prepayments in the balance sheet. If payments received from customers exceed
the income recognised, then the difference is presented as deferred income in the
balance sheet.
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2. Significant accounting policies (continued)

(i) Imvestments

@

(k)

Investments are carried at the lower at cost and market value, determined on an
individual investment basis.

Where in the opinion of the Directors, there is a decline other than temporary in
the value, the allowance for diminution in value is recognised as an expense in
the financial year in which the decline is identified.

On disposal of an investment, the difference between net disposal proceeds and
its carrying amount is recognised in the income statement.

Cash and cash equivalents

Cash and cash equivalents consist of cash on hand, balances and deposits with
banks and highly liquid investments which have an insignificant risk of changes
in value. For the purpose of the cash flow statement, cash and cash equivalents
are presented net of bank overdrafts and pledged deposits.

Impairment of assets

The carrying amounts of assets except for assets arising from construction
contracts, financial assets and inventories are reviewed at each reporting date to
determine whether there is any indication of impairment. If any such indication
exists then the asset’s recoverable amount is estimated.

The recoverable amount of an asset or cash-generating unit is the greater of its
value in use and its fair value less costs to sell. In assessing value in use, the
estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money
and the risks specific to the asset. For the purpose of impairment testing, assets
are grouped together into the smallest group of assets that generates cash inflows
from continuing use that are largely independent of the cash inflows of other
assets or groups of assets (the “cash-generating unit”).

An impairment loss is recognised if the carrying amount of an asset or its cash-
generating unit exceeds its recoverable amount. A cash-generating unit is the
smallest identifiable asset group that generates cash flows that largely are
independent from other assets and groups. Impairment losses are recognised in
the income statement. Impairment losses recognised in respect of cash-generating
units are allocated first to reduce the carrying amount of any goodwill allocated
to the units and then to reduce the carrying amount of the other assets in the unit
(groups of units) on a pro rata basis.
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2. Significant accounting policies (continued)

(k)

D

(m)

Impairment of assets (continued)

An impairment loss in respect of goodwill is not reversed. In respect of other
assets, impairment losses recognised in prior periods are assessed at each
reporting date for any indications that the loss has decreased or no longer exists.
An impairment loss is reversed if there has been a change 1n the estimates used to
determine the recoverable amount. An impairment loss is reversed only to the
extent that the asset’s carrying amount does not exceed the carrying amount that
would have been determined, net of depreciation or amortisation, if no
impairment loss had been recognised. Reversals of impairment losses are
credited to the income statement in the year in which the reversals are
recognised.

Loans and borrowings

Loans and borrowings are stated at amortised cost with any difference between
cost and redemption value being recognised in the income statement over the
period of the loans and borrowings using the effective interest method.

Employee benefits

Short-term employee benefit obligations in respect of salaries, annual bonuses,
paid annual leave and sick leave are measured on an undiscounted basis and are
expensed as the related service is provided.

A provision is recognised for the amount expected to be paid under short-term
cash bonus or profit-sharing plans if the Group has a present legal or constructive
obligation to pay this amount as a result of past service provided by the employee
and the obligation can be estimated reliably.

The Group’s contribution to statutory pension funds are charged to the income
statements in the year to which they relate. Once the contributions have been
paid, the Group has no further payment obligations.

Provisions

A provision is recognised if, as a result of a past event, the Group has a present
legal or constructive obligation that can be estimated reliably, and 1t is probable
that an outflow of economic benefits will be required to settle the obligation.
Provisions are determined by discounting the expected future cash flows at a pre-
tax rate that reflects current market assessments of the time value of money and
the risks specific to the liability.
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2. Significant accounting policies (continued)

()

(0)

(p)

Provisions (continued)
Contingent linbilities

Where it is not probable that an outflow of economic benefits will be required, or
the amount cannot be estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow of economic benefits is
remote. Possible obligations, whose existence will only be confirmed by the
occurrence or non-occurrence of one or more future events are also disclosed as
contingent liabilities unless the probability of outflow of economic benefits is
remote.

Where the Company enters mto financial guarantee contracts to guarantee the
indebtedness of other companies within its group, the Company considers these
to be insurance arrangements, and accounts for them as such. In this respect, the
Company treats the guarantee contract as a contingent liability until such time as
it becomes probable that the Company will be required to make a payment under
the guarantee.

Payables

Payables are measured initially and subsequently at cost. Payables are recognised
when there is a contractual obligation to deliver cash or another financial asset to
another entity.

Revenue

(i) Goods sold

Revenue from the sale of goods is measured at fair value of the
consideration received or receivable, net of returns and allowances, trade
discounts and volume rebates. Revenue is recognised when the significant
risks and rewards of ownership have been transferred to the buyer, recovery
of the consideration is probable, the associated costs and possible return of
goods can be estimated reliably, and there is no continuing management
mvolvement with the goods.

(ii) Construction contracts

As soon as the outcome of a construction contract can be estimated reliably,
contract revenue and expenses are recognised in the income statement in
proportion to the stage of completion of the contact. Contract revenue
includes the initial amount agreed in the contract plus any variations in
contract work, claims and incentive payments to the extent that it 1s
probable that they will result in revenue and can be measured reliably.
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2. Significant accounting policies (continued)

(p)

(@

Revenue (continued)
(iii) Ceonstruction contracts (continued)

The stage of completion is assessed by reference to the proportion that
contract costs incurred for work performed to date bear to the estimated
total contract costs. When the outcome of a construction contract cannot be
estimated reliably, contract revenue is recognised only to the extent of
contract costs incurred that are likely to be recoverable. An expected loss
on a contract is recognised immediately in the income statement.

(iii) Rental income
Rental income from investment property is recognised in the income
statement on a straight-line basis over the term of the lease. Lease
incentives granted are recognised as an integral part of the total rental
income, over the term of the lease.

(iv} Dividend income

Dividend income is recognised when the right to receive payment is
established.

Interest income and borrowing costs
Interest income is recognised as it accrues, using the effective interest method.

All borrowing costs are recognised in the income statement using the effective
interest method, in the period in which they are incurred except to the extent that

they are capitalised as being directly attributable to the acquisition, construction

or production of an asset which necessarily takes a substantial period of time to
be prepared for its intended use.

The capitalisation of borrowing costs as part of the cost of a qualifying asset
commences when expenditure for the asset is being incurred, borrowing costs are
being incwrred and activities that are necessary to preparc the asset for its
intended use or sale are in progress. Capitalisation of borrowing costs is
suspended or ceases when substantially all the activities necessary to prepare the
qualifying asset for its intended use or sale are interrupted or completed.
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2. Significant accounting policies (continued)

(r) Tax expense

()

Tax expense comprises current and deferred tax. Tax expense is recognised in
the income statement except to the extent that it relates to items recognised
directly in equity, in which case it is recognised in equity.

Current tax is the expected tax payable on the taxable income for the year, using
tax rates enacted or substantially enacted at the balance sheet date, and any
adjustment to tax payable in respect of previous years.

Deferred tax is recognised using the balance sheet method, providing for
temporary differences between the carrying amounts of assets and liabilities for
reporting purposes and the amounts used for taxation purposes. Deferred tax is
not recognised for the following temporary differences: the initial recognition of
goodwill, the initial recognition of assets or liabilities in a transaction that is not
a business combination and that affects neither accounting nor taxable profit (tax
loss). Deferred tax is measured at the tax rates that are expected to be applied to
the temporary differences when they reverse, based on the laws that have been
enacted or substantively enacted by the balance sheet date.

Deferred tax liability is recognised for all taxable temporary differences.

A deferred tax asset is recognised to the extent that it is probable that future
taxable profits will be available against which temporary difference can be
utilised. Deferred tax assets are reviewed at each reporting date and are reduced
fo the extent that it is no longer probable that the related tax benefit will be
realised.

Additional taxes that arise from the distribution of dividends are recognised at
the same time as the liability to pay the related dividend is recognised.

Earnings per share

The Group presents basic and diluted earnings per share (EPS) data for its
ordinary shares. Basic EPS is calculated by dividing the profit or loss attributable
to ordinary shareholders of the Company by the weighted average number of
ordinary shares outstanding during the period. Diluted EPS is determined by
adjusting the profit or loss attributable to ordinary shareholders and the weighted
average number of ordinary shares outstanding for the effects of all dilutive
potential ordinary shares, which comprise convertible notes and share options
granted to employees.
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2. Significant accounting policies (continued)

(t) Segment reporting

(w)

A segment is a distinguishable component of the Group that is engaged either in
providing products or services (business segment), or in providing products or
services within a particular economic environment (geographical segment),
which is subject to risks and rewards that are different from those of other
segments.

Share capital

)

(&)

Share capital

Ordinary shares are recorded at the nominal value and proceeds in excess of
the nominal value of shares issued, if any, are accounted for as share
premium. Both ordinary shares and share premium are classified as equity.
Cost incwrred directly attributable to the issuance of shares are accounted
for as a deduction from share premium. Otherwise they are charged to the
income statement. Dividends to sharcholders are recognised in equity in the
period in which they are declared and approved.

2% Irredeemable Convertible Unsecured Loan Stocks 200472007
(“ICULS”)

ICULS is a compound instrument which contains both a lability
component and an equity component. The fair value of the lability
component is determined by discounting the future contractual cash flows
of principal and interest payments at the prevailing market rate for
equivalent non-convertible loan stocks. This amount is carried as liability
on the amortised cost basis until extinguished on conversion or maturity of
the instruments.

The fair value of the equity component represented by the conversion
option is determined by deducting the fair value of the liability component
from the notional amount of the loan stocks and is included in
shareholders’equity.



0¢

SOCY6S°L 0TT65T ¥86°CLL 960°666°C  S00°996°¢E -
(885°T¥¢) - (000'v€1)  (885°800) - -
796°910°1 06¢ T7LE99 000°056 - -
1£6°6169 0£9°8ST 719148 #89°CST'T  S00°995°E -
(100°8L9) - (000'891)  (100°01¢) - -
LLETOT FLLTE €09°1ST 000°81 - -
(000°0SL) - - - - (000°05L)
SSSOrT S 968°97¢C 600°8S8 SR9SHLT S00°995°¢E 000°0SL
Wd A WA A A k. |
[e10L O BAOTA.X juawmdinbo SIPIY2A  SSUIpIng ssuIpng
PUE SSUIPI] UONEBIUNWWOIIN) J0)JOJA] pue pug| pue pug|
‘Sarm)xXIg ‘a13J0 PIOYase [  PloYyIIg
‘Araurmoew
pus jue|q

L00T 39qu203( 1€ 3V

sesodsig

SUOLIPPY
LO0T ATentuef /9007 10queooq 1€ 1V

sresodsig
SuenIppvy

soen1adold JUSUNSIAUT 0) JOJSURIL],
9007 Arenuef 13V
1509

dnoin

judwdinbs pug juepd ‘Kyaadoag €

H-$¥#606S "ON Auedwo))




90T CrY' Y 066°L9 #80°0S1 LY] b6 CTLORT'E - LOOT QU0 1€ IV
OCLLST Y 16T°LL 795°65T 8£8°80Y SH0ZSE'S - L00T Atenuef 1/900g7 Toquoad 1€ 1V
ECIHSI'S 88L°6¢ €LT°6RT LOLYLL SOLCTH'C 000°S19 900¢ Arenuef 1 1y
Spunowy Suiliin’)
660°1S1°¢ 0L9°161 006°CZ9 6¥7°050°T owmnmmm - uoneIdaIdap pajeInuInody

00T BquRo( 1€ 1V

(886°122) - (00¥°€1) (885°307) - - sTesodsig
768°019 T€€01 05T'sS 166°CLY 0ZE 1L - Teak oy} 1oy uonerdarda(

S61°79L°C 6£€°181 050°Z8S P 8L 1 096°€1T - uoneIoaldsp pojemuwnody
1£00T Azenue[ 1/90(0¢ Jquae( 1€ IV.
(100°655) - (000°6%) (100°016) - - s[esodsiq
vLLCOY 1,201 71€8S 698°€TE 0ZE 1L - 1294 21} JoJ uonervaldag
(000°sET) - - - - (000°sE1) sorpadord yusunsaaul o) 10JsuRlL],
TTH'T66°T 890°1LI 9ELTLS 8L6°0L6°T 0F9 Tl 000°6€1 0007 Arenuef 11V
wonvaadagqg
WA WA W IA\RL WNH WA
[e101. UOI)BAOTIAL juswdmbd SIIYIA s3mp[mq s3mpymgq
pue SSuUn)j UONEINUNNII0INI] JA0JOJA puae pue] pue puej (panunuod) dno.o
‘SIM)XI ‘aa1]J0 ployasea|  progsaa]
‘Arauryoeux
pue jue[q

(panunuod) yuswdibs pue jueld ‘Ajedoag ¢

H-$+606S "ON Aueduio)




32

Company No. 590945-H

3. Property, plant and equipment (continued)

Motor

vehicles
Company RM
Cost
At 1 January 2006 103,017
Additions -
At 31 December 2006/1 January 2007/31 December 2007 103,017
Depreciation
At 1 January 2006 8,585
Charge for the year 20,603
At 31 December 2007/1 January 2007 29,188
Charge for the year 20,603
At 31 December 2007 - 49,791
Carrying amounts
At 1 January 2006 94,432
At 31 December 2006/1 January 2007 . 73,829
At 31 December 2007 53,226

Motor vehicle acquired on hire purchase

At 31 December 2007, the Group and the Company acquired motor vehicle by means
of hire purchase agreement with carrying value of RM813,225 (2006 - RM265,821)
and RM53,226 (2006 - RM73,829) respectively.

Depreciation for the year

The Group’s depreciation during the year amounting to RM137,793 (2006 -
RM138,468) has been capitalised in the construction work-in-progress included under
receivables, deposits and prepayments in note 8.

Land and building

The carrying value of the freehold land and building have not been segregated from
the cost and carrying amounts as the information required is not available.
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4. Intangible assets

Group Goodwill
Cost Note RM

At 1 January 2006/31 December 2007 13,619,588
Amortisation

At 1 January 2006/31 December 2007 1,815,946

Carrying amounts
At 1 January 2006/31 December 2007 11,803,642

The recoverable amount of the investment in a subsidiary was based on its value in use
and the recoverable amount is higher than the carrying amount of this intangible asset.
There 1s no impairment loss recognised during the year.

Value in use was determined by discounting the future cash flows generated from the
continuing use of the investment in a subsidiary was based on the following key
assumptions:

e Cash flows were projected based on actual operating results and the 5-year business
plan.

¢ The subsidiary will continue its operation indefinitely.

e The size of operation will remain with at least or not lower than the current results.

The key assumptions represent management’s assessment of future trends in the
construction industry and are based on both external sources and internal sources
(historical data).
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5. Investment properties
Freehold
land and
building
Group RM
Cost
At 1 January 2006 -
Transfer from property, plant and equipment 750,000
At 31 December 2006/31 December 2007 750,000
Accumulated Depreciation
At 1 January 2006 -
Transfer from property, plant and equipment 135,000
Depreciation for the year 15,000
At 31 December 2006/1 January 2007 150,000
Depreciation for the year 15,000
At 31 December 2007 165,000
Carrying amounts
At 31 December 2006/1 January 2007 600,000
At 31 December 2007 585,000
Fair value
At 31 December 2006/1 January 2007 1,800,000
At 31 December 2007 1,860,000

The carrying value of the freehold land and building have not been segregated from the
cost and carrying amounts as the information required is not available.

The valuation of investment property is prepared by considering the aggregate of the
estimates cashflows expected to be received from renting out the property.

The following are recognised in the income statement in respect of investment
properties:
2007 2006
RM RM

Direct operating expenses 34,542 68,943
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3.

Investment property (continued)

Investment property 1s located in Malaysia and comprise:

Approximate

Property Title net lettable area
Lot 9024, Lot 9026 & Lot 9028 Frechold Land - 468 sq. meter
at Jalan Mahang 1, Taman Meru Utama, Building - 1,809 sq. meter
Klang
Security

At 31 December 2007, properties with a carrying amount of RMS585,000 (2006 -
RM600,000) is pledged to a licensed bank to secure banking facilitics granted to the
Group (sce note 12).

Investments in subsidiaries

Company
2007 2006
RM RM
At cost:
Unquoted shares 74,500,002 74,500,002
Details of the subsidiaries are as follows:
Effective
Country of ownership
Name of subsidiary incorporation Principal activities interest
2007 2006
Y %
Lebar Daun Construction Civil and building
Sdn Bhd Malaysia construction 100 160

Lebtech Energy Sdn Bhd Malaysia Trading and services 100 100
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7. Investment in quoted shares

Current
At Cost:
Quoted shares in Malaysia

Less: Allowance for diminution in value

Market value:
Quoted shares in Malaysia

Details of disposed investments are as follows:

Proceeds from disposal

Carrying amount of investment disposed

Loss on disposal

8. Receivables, deposits and prepayments

Current

Trade

Trade receivables

Construction work-in-progress

Amount due from related
companies

Non-trade

Amount due from subsidiaries
Other receivables

Deposits

Prepayments

Note

36

Group

2007 2006

RM RM

13,637,321 -

(490,810) -

13,146,511 -

20,523,304 -

15,135,792 -

(15,175,737) -

(39,945) -

Group Company
2007 2006 2007 2006

RM RM RM RM

a 33,190,059 43,110,310 - -
9,017,858 18,397,296 - -

¢ 113,871,492 94,762,357 - -
156,079,409 156,269,963 - -

- - 4,031,193 3,782,805
148,312 135,697 51,765 50,000
102,703 106,334 - -

5,858 5,231 - -
256,873 247,262 4,082,958 3,832,805

156,336,282 156,517,225 4,082,958 3,832,805
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8. Receivables, deposits and prepayments (continued)
Note a

Included in trade receivables at 31 December 2007 are retention sums of RMS, 576 273
(2006 - RM1,163,874) relating to construction work-in-progress.

Retention sums are unsecured, interest-free and are expected to be collected as follows:

Group
2007 2006
RM RM
Within 1 year 8,091,446 589,688
2 - 3 years 484,827 242,254
3 - 4 years - 331,932
8,576,273 1,163,874
Note b
Construction work-in-progress
Group
2007 2006
Note RM RM
Aggregate costs incurred to date 748,546,015 688,182,587
Add: Attributable profits 133,322,591 124,906,568

881,868,606 813,089,155
Less: Progress billings (874,665,247)  (795,194,707)

7.203,359 17,894,448
Customer advances for construction
work-in-progress 14 1,814,499 502,848

9,017,858 18,397,296

Additions to aggregate costs incurred during
the year include:

Depreciation of property, plant and equipment 137,793 138,468
Interest expense - 576,510

Included in aggregate costs incurred during the year is interest capitalised at an average
rate of Nil (2006 - 8.5%) per annum.
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8. Receivables, deposits and prepayments (continued)
Note ¢

The amount due from related companies is unsecured and subject to the normal trade
terms.

Included in amount due from related companies at 31 December 2007 are retention
sums of RM32,095,095 (2006 - RM27,962,803) relating to construction work-in-
progress.

Retention sums are unsecured, interest-free and are expected to be collected as follows:

2007 2006

RM RM
Within 1 year 15,081,915 7,237,506
1 -2 years 8,834,481 9,804,050
2 -3 years 4,852,778 8,542,837
3 - 4 years 742,956 945,024
4 -5 years 2,582,965 1,433,386

32,095,095 27,962,803

Note d

Amount due from subsidiaries are unsecured, interest-free and has no specific terms of
repayment.

9. Inventories

Group Company
2007 2006 2007 2006
RM RM RM RM
At cost:
Finished goods 214,248 200,439 - -
10. Cash and cash equivalents
Group Company
2007 2006 2007 2000
RM RM RM RM
Deposits placed with licensed banks 3,742,141 6,139,367 - 480,000
Cash and bank balances 784,252 4375712 649,335 17,391

4,526,393 10,515,079 649,335 497,391
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10.

Cash and cash equivalents (continued)

~ Deposits placed with licensed banks pledged for a bank facility

11.

Included i the Groups deposits placed with licensed banks is RM3,742,141 (2006 -
RM3,621,497) pledged for banking facilities granted to a subsidiary.

Capital and reserves

Share capital
Group and Company
Number Number
Amount of shares Amount of shares
2007 2007 2006 2006
RM RM
Authorised:
Ordinary shares of
RM0.50 each 250,000,000 500,000,000 250,000,000 500,000,000
Issued and fully paid:
Ordinary shares of
RMO0.50 each 68,231,088 136,462,176 68,231,088 136,462,176
Issue of shares under
Conversion of ICULS 10,750 21,500 - -

On issue at 31 December 68,241,838 136,483,676 68,231,088 136,462,176

Capital reserve

The capital reserve comprises the equity portion of compound financial instruments
issued.

Section 108 tax credit

Subject to agreement by the Inland Revenue Board, the Company has sufficient
Section 108 tax credit to frank all of its distributable reserves at 31 December 2007 1f
paid out as dividends.

The Malaysian Budget 2008 introduced a single tier company income tax system with
effect from year of assessment 2008. As such, the Section 108 tax credit will be
available to the Company until such time the credit is fully utilised or upon expiry of
the six-year transitional period on 31 December 2013, whichever is earlier.
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12. Loans and borrowings

This note provides information about the contractual terms of the Group’s and the
Company’s interest-bearing loans and borrowings. For more information about the
Group’s and the Company’s exposure to interest rate, see note 22.

Group Company
2007 2006 2007 2006
RM RM RM RM
Non-current
Finance lease liabilitics 247 683 47,834 31,207 47,834
Current
Banker acceptance 1,967,000 897,000 - -
Irredeemable Convertible
Unsecured Loan Stocks (“ICULS™) - 21,500 - 21,500
Finance lease Habilities 181,438 33,273 16,627 15,740
Bank overdraft 673,323 1,200,909 - -

2,821,761 2,152,682 16,627 37,240

All borrowings except for Irredeemable Convertible Unsecured Loan Stocks
(“ICULS"”) are secured.

Security

The first bank overdraft amounting to RM6,130 (2006 - Nil) bears interest at 1.75% to
2% (2006 - 1.75% to 2%) per annum above the bank’s Base Lending Rate and is
secured by the followings:

a)  third party first legal charge of RM2,500,000 over properties owned by a director;
b) personal guarantee for RM2,500,000 by a director; and

¢) registered charge over fixed deposit of RM954,000.

The second bank overdraft amounting to RM667,193 (2006 - Nil) bears interest at 2%
per annum above the bank’s Base Lending Rate (2006 - 5.5% fixed rate ) per annum

and is secured by the followings:

a)  third party first légal charge of RM2,000,000 over properties owned by a director;
and

b)  personal guarantee for RM2,000,000 by a director.
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12. Loans and borrowings (continued)
Security (continued)

The third bank overdraft amounting to nil (2006 — RM1,200,909) bears interest at 2%
(2006 - 2%) per annum above the Bank’s Base Lending Rate and is secured by the
followings:

a) registered charge of RM2,000,000 over properties owned by the Group with a
carrying amount of RM585,000 (2006 - RM600,000) (see note 5); and

b) corporate guarantee for RM 2,000,000 by the Company.

The bankers acceptance amounting to RM 1,967,000 (2006 - RM897,000) bears mnterest
at 2% (2006 - 2%) per annum above cost of fund from the date of claim until the date
of repayment thereof. It is secured and guaranteed by the followings:

a) registered charge of RM2,000,000 over properties owned by the Group with a
carrying amount of RM585,000 (2006 - RM600,000) (see note 5); and

b}  corporate guarantee for RM 2,000,000 by the Company.

Irredeemable Convertible Unsecured Loan Stocks
(Significant covenants)

The principal terms of the Iredeemable Convertible Unsecured Loans Stocks
(“ICULS”) issued are subject to the fulfilment of the following significant covenants:

i)  Form and denomination
ICULS are issued in registered form and in multiples of RM1 nominal value
gach.

ii)  Tenure, maturity date and interest rate
Tenure is three (3} years from the issuance date which was 7 January 2004. The
maturity date for ICULS is 6™ January 2007. ICULS interest is at 2% per annum
payables in arrears annually on the first and second anniversary of the issue date
and the last interest payment shall be made on the maturity date of the ICULS.

ii1}) Conversion rights
Each registered ICULS holder shall have the right to convert all or part of his
ICULS into fully paid new ordinary shares of the Company at the conversion
price during the conversion period.

All ICULS converted under the Trust Deed shall cease to carry interest from and
including the conversion date.

The new ordinary shares issued and allotted on conversion of the ICULS shall
rank pari passu in all respects with the then existing issued shares save for any
dividends, rights, allotments and/or other distributions of which their respective
entitlement dates are before the conversion date of the ICULS.



42

Company No. 590945-H

12. Loans and borrowings (continued)

Security (continued)

iv)

vi)

vii)

vii)

Conversion price and mode of conversion

The ICULS will be converted on the basis of RM1 per new ordinary share of
RMO0.50 each. The conversion price shall be satisfied by tendering one (1) ICULS
of RM1 each for cancellation for one (1) new ordinary share to be credited as
issued and fully paid-up share capital of the Company.

Redeemability

The ICULS is non-redeemable for cash. Unless previously converted, all
outstanding ICULS will be mandatorily converted into new ordinary shares in the
Company at the conversion price on the maturity date.

Security and status
The ICULS is unsecured and unconditional obligations of the Company.

Rights of ICULS holders on the event of default

Upon the occurrence of such an event of default, the ICULS holders, may by way
of a special resolution, direct the trustee by giving notice in writing to the
Company to declare the ICULS then outstanding as being immediately payable
by the Company.

Listing
ICULS is admitted to the Second Board of the Bursa Malaysia Securities Berhad.

Trust Deed

ICULS are constituted by a trust deed executed by the Company and AMT
trustees Berhad dated 7 January 2004. The trustee acts on the benefit of the
holders of the ICULS. The ICULS and the trust deed is govermned by and
construed in accordance with the laws of Malaysia.
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12. Loans and borrowings (continued)
Terms and debt repayment schedule for loans and borrowings

Year of Carrying Under] 1-2 2-5

maturity amount year years years
RM RM RM RM
Group
2007
Banker acceptance 2008 1,967,000 1,967,000 - -
Bank overdraft 2008 673,324 673,324
2,640,324 2,640,324 - -
Year of Carrying Underl 1-2 2-5
maturity amount year years years
RM RM RM RM
Group
2006
Banker acceptance 2007 897,000 897,000 - -
Irredeemable Convertible
Unsecured Loan Stocks 2007 21,500 21,500 - -
Bank overdraft 2007 1,200,909 1,200,909 - -
2,119,409 2,119,409 - -
Year of Carrying Underl1 1-2 2-5
maturity amount year years years
RM RM RM RM
Company
2007

Irredeemable Convertible
Unsecured Loan Stocks - - - - -

Year of Carrying Under]l 1-2 2-5

maturity amount year years years
RM RM RM RM
Company
20006
Irredeemable Convertible

Unsecured Loan Stocks 2007 21,500 21,500 - -
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12. Loans and borrowings (continued)
Finance lease liabilities

Finance lease liabilities are payable as follows:

Minimum Minimam
Lease lease
Group payments Interest Principal payments Interest Principal
2007 2007 2007 2006 2006 2006
RM RM RM RM RM RM

Less than one year 198,259 16,821 181,438 36,329 3,056 33,273
Between one and
five years 253,896 6,216 247683 51,410 3,576 47,834

452,158 23,037 429,121 87,739 6,632 81,107

Company

Less than one year 18,660 2,033 16,627 18,540 2,800 15,740
Between one and
five years 32,630 1,423 31,207 51,410 3,576 47,834

51,290 3,456 47,834 69,950 6,376 63,574

Interest rate on finance leases for the financial year range from 2.30% t02.75% (2006 -
2.75% to 3.85%).

13. Deferred tax liabilities

Recognised deferred tax liabilities
Deferred tax liabilities are attributable to the following:

Group Liabilities
' 2007 2006
RM RM

Property, plant and equipment 274,697 364,439
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13.

14.

15.

Deferred tax liabilities (continued)

Movement in temporary differences during the year

Recognised Recognised
in income in income
At statement At statement At
1.1.2006 (note 18) 31.12.2006 (note 18) 31.12.2007
Group RM RM RM RM RM
Property, plant and
equipment (36,700)  (327,739) (364,439) 89,742 (274,697)
Deferred income
Group
20077 2000
Note RM RM
Current
Customer advances for construction
work-in-progress 8 1,814,499 502,848
Payables and accruals
Group Company
2007 20006 2007 2000
Note RM RM RM RM
Trade
Trade payables a 67,779,872 63,832,263 - -
Non-trade
Advances from related
companies b 153,813 52,852 - -
Other payables 126,102 73,336 2 2
Accrued expenses 183,924 366,021 110,924 120,370

463,839 492,209 110,926 120,372

68,243,711 64,324,472 110,926 120,372
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15.

16.

Payables and accruals (continued)

Note a

1)  The normal trade terms granted to the Group range from 30 days to 90 days.
i1)  Included in the trade payable are:-

a)  Amount totaling RM2,748,760 (2006 - RM6,811,777) owing to a company
in which certain directors have interest.

b) Amount totaling RM12,271,411 (2006 - RM14,170,702) are retention sums.

Note b

Advance from related companies are unsecured, interest free and has no specific terms
of repayment.

Profit before tax

Group Company
2007 2006 2007 2006
Note RM RM RM RM

Profit before tax is arrived
at after charging:
Depreciation of investment
properties 5 15,000 15,000 - -
Auditors’ remuneration:
- Audit services

Auditors of the Company 88,000 85,000 15,000 15,000
- Other services
Auditors of the Company 7,000 7,000 - -
Depreciation on propetty,
plant and equipment 610,892 463,774 20,603 20,603
Interest expense on:
- Bank overdraft 254,971 198,119 - -
- Borrowings 96,560 133,111 - -
- ICULS 210 430 210 430
- Finance lease 18,095 10,848 2,920 3,808

Loss on disposal of quoted shares 39,945 - - -
Impairment loss on quoted shares 490,810 - - -
Personal expenses (including key
management personnel):
- Contribution to Employees
Provident Fund 233,548 220,885 - -
- Wages, salaries and others 2,474,053 2,294,753 96,000 96,000
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16. Profit before tax (continued)

Group Company
2007 2006 2007 2006
Note RM RM RM RM
and after crediting:
Dividend income 488,796 - - -
Dividend from subsidiaries - - 850,000 4,080,000
(Gain on disposal of property,
plant and equipment 14,400 - - -
Rental income from building 153,600 151,200 - -
Rental income from equipments 38,400 37,800 - -

17. Key management personnel compensation

The key management personnel compensations are as follows:

Group Company
2007 2006 2007 2006
RM RM RM RM
Director
- Remuneration 240,000 240,000 96,000 96,000
Other short term employee benefits 17,280 17,280 - -
18. Tax expense
Recognised in the income statement
Group Company
2007 20006 2007 2006
RM RM RM RM
Total tax expense 1,526,737 4,228,523 218,802 1,151,021
Major components of tax expense include:
Current tax expense
Malaysian - current year 1,597,524 2,407,502 218,802 1,132,061
- prior year 18,955 1,493,282 - 18,960
Total current tax 1,616,479 3,900,784 218,802 1,151,021
Deferred tax expense
Origination and reversal of
temporary differences (89,742) 67,560 - -
Under provision in prior years - 260,179 - -
Total deferred tax (89,742) 327,739 - -
Total tax expense 1,526,737 4,228,523 218,802 1,151,021
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18.

19.

Tax expense (continued)

Recognised in the income statement

48

Group Company
2007 2006 2007 2006
RM RM RM RM
Profit for the year 3,245,035 3,167,939 417,378 2,695,215
Total tax expense 1,526,737 4,228,523 218,802 1,151,021
Profit excluding tax 4,771,772 7,396,462 636,180 3,846,236
Tax at Malaysian tax rate of 27%

(2006 -28%) 1,288,378 2,071,009 171,769 1,076,946
Non-deductible expenses 290,036 404,180 47,033 55,235
Non-taxable income (70,632) - - -
Other items - (127) - (120)

1,507,782 2,475,062 218,802 1,132,061
Under/(over) provided in prior years
Current tax expense 18,955 1,493 262 - 18,960
Deferred tax expense - 260,179 - -
1,526,737 4,228,523 218,802 1,151,021

Earnings per ordinary share

Basic earnings per ordinary share

The calculation of basic earnings per ordinary share at 31 December 2007 was based on
the profit attributable to ordinary shareholders of RM3,245,035 (2006 - RM3,167,939)
and 136,483,676 (2006 - 136,462,176} ordinary shares outstanding during the year.
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19. Earnings per share (continued)

49

Diluted earnings per share

For diluted earmings per share, the weighted average number of ordinary shares in issue
1s adjusted to assume conversion of all dilutive potential ordinary shares.

For the purpose of calculating diluted eamings per share, the net profit for the year and
the weighted average number of shares in issue during the financial year have been
adjusted for the effects of dilutive potential ordinary shares from the conversion of
ICULS. The amount of net profit for the year is adjusted by the after tax effect of
mterest expense recognised during the financial year which would have been saved on
conversion of the outstanding ICULS into ordinary shares. The adjusted weighted
average number of shares is the weighted number of ordinary shares in issue during the
financial year plus the weighted average number of ordinary shares which would be
issued on the conversion of the outstanding ICULS into ordinary shares. The ICULS
are deemed to have been converted into ordinary shares at the date of issue.

The fully diluted earnings per share is calculated by dividing the net profit for the year
by the weighted average number of ordinary shares issued and issuable assuming full
conversion of ICULS at 31 December, as follows:

Group
2007 2006
RM RM
Net profit attributable to shareholders 3,245,035 3,167,939
Increase in net profit as a result of interest
expense saved from ICULS - -
Adjusted net profit attributable to shareholders 3,245,035 3,167,939

Weighted average number of ordinary shares

in issue 136,483,676 136,462,176
Adjustment for assumed conversion for ICULS - 21,500
Adjusted weighted average number of ordinary

shares in issue and issuable 136,483,676 136,483,676

Diluted earnings per share (sen) 2.38 2.32
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20.

21.

Dividends

Dividends recognised in the current year by the Company are:

Sen Total
per share amount Date of
2007 (netoftax) RM payment
Nil - - -
2006

Interim 2006 ordinary less 28% tax 2.5 2,456,319 13 October 2006

Segment reporting

No segmental information is disclosed as the Group only engages in the construction
and trading of products in Malaysia.

22. Financial instruments

Exposure to credit, interest rate and liquidity risks arises in the normal course of the
Group’s business. The Group’s and the Company’s financial risk management policy
seeks to ensure that adequate financial resources are available for the development of
the Group’s business whilst managing its risks. The Group operates within clearly
defined guidelines that are approved by the Board and the Group’s policy is not to
engage in speculative transaction.

The main areas of financial risks faced by the Group and the Company in respect of the
major areas of treasury activity are set out as follows:

Credit risk

Management has a credit policy in place and the exposure to credit risk is monitored on
an ongoing basis. Credit evaluations are performed on all customers requiring credit
over a certain amount. The Group does not require collateral in respect of financial
assets.

The Group’s and the Company’s exposure to credit risks, or the risk of counterparties
defaulting, arises mainly from cash deposits and receivables. The maximum exposure
to credit risks is represented by the total carrying amount of these financial assets in the
balance sheet reduced by the effects of any netting arrangements with counterparties.

The Group and the Company manage its exposure to credit risks by investing its cash
assets safely and profitably, and by monitoring procedures on an ongoing basis.
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22. Financial instruments (continued)

Credit risk (continued)

At the balance sheet date, the credit risk is mainly with related companies of which in
the opinion of the directors that no doubtful debts shall be provided. The maximum
exposure to credit risk is represented by the carrying amount of each financial asset in
the balance sheet. As for unrecognised financial asset, the maximum exposure to credit
risk is the fair value of the financial asset disclosed below.

Market risk

Market risk is the risk of loss arising from the adverse movement in the level of market
prices or rates. The market risk components are interest rate risk and equity risk.

i)  Interest rate risk
The Group’s investment in fixed-rate debt securities and its fixed-rate borrowings
are exposed to a risk of change in their fair value due to changes in interest rates.
The Group’s investments in variable-rate borrowings are exposed to a risk of
change in cash flows due to changes in interest rates.
The Group and the Company obtain financing through bank borrowings and hire
purchase. Its policy is to obtain the most favourable interest rates available.
Surplus funds are placed with reputable financial institutions at the most
favourable interest rates.

i)  Equity risk
Equity risk refers to the adverse movements in the price of equities on equity
positions. Equity position is marked at lower of cost or market value and
monitored by the management.

Liquidity risk

The Group monitors and maintains a level of cash and cash equivalents and bank credit
lines deemed adequate by the management to finance the Group’s operations and to
mitigate the effect of fluctuation in cash flows.
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22. Financial instruments (continued)
Fair values

The carrying amounts of cash and cash equivalents, receivables, deposits and
prepayments, other payables and accruals, and short term borrowings, approximate fair
values due to the relatively short term nature of these financial instruments.

The Company provides financial guarantees to banks for credit facilities extended to
certain subsidiaries. The fair value of such financial guarantees is not expected to be
material as the probability of the subsidiaries defaulting on the credit lines is remote.

The fair values of other financial assets and liabilities, together with the carrying
amounts shown in the balance sheets, are as follows:

2007 2006
Carrying  Fair Carrying  Fair
Group Note amount  value amount  value
RM RM RM RM
Finance lease liabilities 12 429,121 429,121 81,107 76,524
Irredeemable Convertible
Unsecured Loan Stocks 12 - - 21,500 21,500
2007 20006
Carrying  Fair Carrying  Fair
Company Note amount  value amount  value
RM RM RM RM
Finance lease liabilities ' 12 47,834 47,834 63,574 58,991
Irredeemable Convertible
Unsecured Loan Stocks 12 - - 21,500 21,500

23. Operating leases

Leases as lessor

The Group leases out its property, plant and equipment under operating leases (see note
6). The future minimum lease payments under non-cancellable leases are as follows:

Group Company
2007 2006 2007 2006
Note RM RM RM RM
Less than one year 200,000 192,000 - -

Between one and five years 235,200 48,000 - -

435,200 240,000 - -
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24.

25.

Contingencies

The Directors are of the opinion that provisions are not required in respect of these
matters, as it is not probable that a future sacrifice of economic benefits will be
required or the amount is not capable of reliable measurement.

Group Company
2007 2006 2007 2006
RM RM RM RM
Contingent liabilities
Corporate guarantee given to
supplier for facilities granted
to a subsidiary company - - 8,200,000 8,200,000
Corporate guarantee given to
financial nstitutions for
facilities granted to a
subsidiary company - - 26,875,000 26,875,000

Performance guarantees issued
in the form of bank guarantee
given to customer by a
subsidiary company for confracts 4,587,317 4,560,307 - -

Payment guarantees issued in the
form of bank guarantee given
to suppliers by a subsidiary
company 200,000 470,000 - -

4,787,317 5,030,307 35,075,000 35,075,000

Related parties
Identity of related parties

For the purposes of these financial statements, parties are considered to be related to
the Group if the Group has the ability, directly or indirectly, to control the party or
exercise significant influence over the party in making financial and operating
decisions, or vice versa, or where the Group and the party are subject to common
control or common significant influence. Related parties may be individuals or other
entities.

Key management personnel are defined as those persons having authonty and
responsibility for planning, directing and controlling the activities of the Company
either directly or indirectly. The key management personnel includes all the Directors
of the Company.
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25. Related parties (continued)

Identity of related parties (continued)

The sigmificant related party transactions of the Company, other than key management
personnel compensation (see note 17), are as follows:

Transaction Balance
value outstanding
year ended as at
31 December 31 December
2007 2006 2007 2006
Group Note RM RM RM RM

Revenue receivable

Basco Sdn Bhd

Lebar Daun Development
Sdn Bhd

Rental income received
Lebar Daun Development
Sdn Bhd

Construction payable

8,900,900 18,251,394

40,554,359 32,831,917

192,600 189,000

25,623,024 24,987,620

88,232,623 69,632,567

Basco Sdn Bhd 772,991 16,001,400 2,748,760 6,811,778
Advance receivable
Lebar Daun Development
Sdn. Bhd. 100,960 52,852 153,812 52,852
Company
Transaction Balance
value outstanding
year ended as at
31 December 31 December
2007 20006 2007 2006
RM RM RM RM
Dividend income from subsidiary 850,000 4,080,000 - -

All outstanding balances with these related parties are priced on an arm’s length basis
are to be settled in cash. None of the balances is secured.



