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TH Group Berhad
(Company No0.183467 - X)
(Incorporated in Malaysia)

and its subsidiaries

Directors’ report for the year ended 31 December 2008

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 2008.

Principal activities

The principal activities of the Company are investment holding, property investment and the
provision of management services to companies within the Group. The principal activities
of the subsidiaries are stated in Note 7 to the financial statements.

There has been no significant change in the nature of these activities during the financial
year.

Results
Group Company
RM’000 RM’000
Net profit/(loss) for the year 8,117 (1,397)

Attributable to:

Shareholders of the Company 2,835 (1,397)
Minority interest 5,282 -
Net profit/(loss) for the year 8,117 (1,397)

Reserves and provisions

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

Dividends

Since the end of the previous financial year, the Company paid a final dividend of 0.5% less
tax at 26% amounting to RM1,430,240 on 3 April 2008 in respect of the financial year ended
31 December 2007.

The Directors do not recommend any dividend to be paid for the financial year ended 31
December 2008.



Company No0.183467 - X

Significant events during the year

The significant events during the year are as disclosed in Note 39 to the financial statements.

Significant post balance sheet events

The significant post balance sheet events are as disclosed in Note 40 to the financial
statements.

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

Dato’ Ismail bin Hamzah

Lei Lin Thai

Wong Ah Kow

Tam Kam Too

Rohana Tan Sri Mahmood

Michael Ting Sii Ching

Wong Chee Beng

Lei Yee Leong (alternate to Lei Lin Thai)

Wong Chiun Chian (alternate to Wong Ah Kow) (appointed on 1 July 2008)

Mr. Lei Lin Thai retires pursuant to Section 129 of the Companies Act, 1965 at the
forthcoming Annual General Meeting and offers himself for re-appointment in accordance
with Section 129 of the Companies Act, 1965 to hold office until the conclusion of the next
Annual General Meeting of the Company.

The holdings and deemed holdings in the ordinary shares of the Company and of its related
corporations (other than wholly-owned subsidiaries) of those who were Directors at year end
as recorded in the Register of Directors’ Shareholdings are as follows:

Number of ordinary shares of RM1 each
At At
1.1.2008 Bought Sold  31.12.2008

In the Company

Direct interest

Lei Lin Thai 89,464,104 12,000 - 89,476,104
Wong Ah Kow 23,880,386 201,700 - 24,082,086
Tam Kam Too 12,769,607 - - 12,769,607
Lei Yee Leong 3,000 - - 3,000
Wong Chiun Chian 450,000 # 90,000 - 540,000

# - at date of appointment
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Number of ordinary shares of RM1 each
At At
1.1.2008 Bought Sold  31.12.2008
In the Company (continued)
Indirect interest

By virtue of shares held by
Linta Holdings Sdn. Bhd.:

Lei Lin Thai 2,932,785 - - 2,932,785

By virtue of shares held by
See Chuan Holdings Sdn. Bhd.:

Wong Ah Kow 977,595 50,000 - 1,027,595

By virtue of shares held by
Kam Joo Holdings Sdn. Bhd.:

Tam Kam Too 593,074 - - 593,074

By virtue of shares held by
Tung Hup Holdings Sdn. Bhd.:

Lei Lin Thai )

Wong Ah Kow ) 71,104,457 - - 71,104,457
In the subsidiaries
Indirect interest

By virtue of shares held by
Tung Hup (Contracting) Sdn. Bhd.:

Sunshine Paradigm Sdn. Bhd.
Lei Lin Thai )
Wong Ah Kow ) 2,700,000 - - 2,700,000
Tam Kam Too )
Clarion Construction Sdn. Bhd.
Lei Lin Thai

)
Wong Ah Kow ) 600 - - 600
Tam Kam Too )
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Number of ordinary shares of RM1 each

At

1.1.2008 Bought

In the subsidiaries (continued)
Indirect interest

By virtue of shares held by

Tracpower Sdn. Bhd. and Sunshine Paradigm Sdn. Bhd.:

PT Sunshine Indonesia

Lei Lin Thai )
Wong Ah Kow ) 921,500
Tam Kam Too )

Tung Hup Kelapa Sawit Sdn. Bhd.
Lei Lin Thai )
Wong Ah Kow ) 3,000,000
)

Tam Kam Too

By virtue of shares held by
Besatim Sdn. Bhd.:

Kaling Sdn. Bhd.
Lei Lin Thai

Wong Ah Kow
Tam Kam Too

25,000

N N N

By virtue of shares held by
the Company:

Technology Asia Ventures Sdn. Bhd.

Lei Lin Thai )

Wong Ah Kow ) 1,400,028
Tam Kam Too )

Amazon Plus Sdn. Bhd.
Lei Lin Thai

Wong Ah Kow
Tam Kam Too

300

A

At

31.12.2008

921,500

3,000,000

25,000

1,400,028

300
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In the subsidiaries (continued)
Indirect interest

By virtue of shares held by
iTech Worldwide Sdn. Bhd.:

THG E-Net Solutions Sdn. Bhd.
Lei Lin Thai

)
Wong Ah Kow )
Tam Kam Too )

Technology Asia Ventures Sdn. Bhd.

Lei Lin Thai )
Wong Ah Kow )
Tam Kam Too )
Exercise
price
TH Group Berhad
Lei Lin Thai RM1.00
Wong Ah Kow RM1.00
Tam Kam Too RM1.00
Michael Ting Sii Ching  RM1.00

Rohana Tan Sri Mahmood RM1.00

Number of Redeemable Cumulative
Preference Shares of RM1 each
At At

1.1.2008 Bought Sold  31.12.2008
3,963,055 - - 3,963,055
19,435,288 - - 19,435,288

Number of options over ordinary shares

of RM1 each
At At
1.1.2008 Granted Exercised 31.12.2008
600,000 - - 600,000
200,000 - - 200,000
200,000 - - 200,000
120,000 - - 120,000
120,000 - - 120,000

None of the other Directors holding office at 31 December 2008 had any interest in the
shares of the Company and of its related corporations during the financial year.
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Directors’ benefits

Since the end of the previous financial year, no Director has received nor become entitled to
receive any benefits (other than a benefit included in the aggregate amount of emoluments
received or due and receivable by Directors as shown in the financial statements of the
Company and of the related corporations or the fixed salary of a full time employee of the
Company or of related corporations) 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, other than those as
disclosed in Note 36 to the financial statements.

As disclosed in Note 36 to the financial statements, the Group has significant related party
transactions with companies in which certain Directors of the Company are also Directors or
in which they have substantial financial interests. These transactions are entered into in the
ordinary course of business based on terms and conditions mutually agreed between the
relevant parties.

Certain Directors of the Company are deemed to have benefited from these transactions by
virtue of them being Directors or having substantial financial interests in the companies as
mentioned in the preceding paragraph.

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 apart from the options
granted pursuant to the Employees’ Share Option Scheme.

Share capital

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

Options granted over unissued shares

No options were granted to any person to take up unissued shares or debentures of the
Company during the financial year apart from the options granted pursuant to the
Employees’ Share Option Scheme.
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Employees’ Share Option Scheme

The Company’s Employees’ Share Option Scheme (ESOS) for eligible employees and
Executive Directors of the Company and its subsidiaries was approved by the shareholders
at the Extraordinary General Meeting held on 21 April 2004. The ESOS became effective
on 28 July 2004 when the last of the requisite approvals was obtained and is valid for a
period of five (5) years.

The main features of the ESOS are:

a) The total number of new ordinary shares of RM1.00 each which may be made
available under the ESOS shall not exceed ten per cent (10%) of the issued and paid-up
ordinary share capital of the Company at any one time.

b)  The option price for each new share shall be the higher of the weighted average market
price of the shares of the Company as shown in the daily official list issued by Bursa
Malaysia for the five (5) market days immediately preceding the date of offer subject
to a discount of not more than ten per cent (10%) thereon or the par value of the share
of the Company.

c¢) The number of years that eligible employees of the Group and full time Executive
Directors of the Company and its subsidiaries must serve in order to participate in the
ESOS ranges from 0-5 years as provided for in the By-laws.

d)  Not more than fifty per centum (50%) of the shares available under the scheme should
be allocated, in aggregate, to Executive Directors and senior management and not more
than ten per centum (10%) of the shares available at the point in time when an offer is
made should be allocated to any individual eligible employee.

e)  Subject to the approval of the relevant authorities, the Company may establish a new
ESOS after the expiry of the current scheme if the current scheme is not renewed.
Where the current scheme has been renewed, a new scheme is allowed upon expiry of
the renewed current scheme.

f)  The Company may at any time terminate the scheme provided that it has obtained the
approval of the Securities Commission, the consent of its shareholders at a general
meeting and all the grantees.

g) The new shares to be allotted and issued upon any exercise of the options will upon
such allotment and issuance, rank pari passu in all respects with the then issued and
fully paid-up shares except that the shares so issued will not rank for any dividends,
rights, allotments or other distributions, the entitlement date (namely the date as at the
close of business on which shareholders must be registered in order to be entitled to
any dividends, rights, allotments or other distributions) of which is prior to the date of
allotment of the new shares and will be subject to all the provisions of the Articles
relating to transfer, transmission and otherwise of the shares.

h)  The option is personal to the grantee and is non-assignable.
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Employees’ Share Option Scheme (continued)

The movements in options to take up unissued new ordinary shares of RM1 each during the
year were as follows:
Number of options over ordinary shares of RM1 each
At Resigned/ At
Exercise price Date of grant 1.1.2008  Granted Exercised lapsed 31.12.2008

RM1.00 per share 15.10.2004 5,459,600 - (251,200) 5,208,400
RM1.00 per share 28.03.2006 1,025,600 - - (228,200) 797,400

6,485,200 - - (479,400) 6,005,800

Other statutory information

Before the income statements and balance sheets 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

i) all current assets have been stated at the lower of cost and net realisable value.
As 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

i) that would render the values attributed to the current 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 inappropriate, 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 as
misleading.

As at the date of this report, there does not exist:
i) any charge on the assets of the Group or of the Company which has arisen since the
end of the financial year and which secures the liabilities of any other person other

than as disclosed in Note 3 and 4; or

i) any contingent liability in respect of the Group or of the Company that has arisen since
the end of the financial year other than as disclosed in Note 3 and 4.
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Other statutory information (continued)

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 allowance for doubtful debts and goodwill written
off, the results of the operations of the Group and of the Company for the financial year
ended 31 December 2008 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 in accordance with a resolution of the Directors:

Lei Lin Thai

Wong Ah Kow

Kuala Lumpur,

Date: 20 April 2009



TH Group Berhad

(Company No0.183467 - X)
(Incorporated in Malaysia)

and its subsidiaries

Statement by Directors pursuant to Section 169(15)
of the Companies Act, 1965

In the opinion of the Directors, the financial statements set out on pages 14 to 92 are
drawn up in accordance with Financial Reporting Standards and the Companies Act,
1965 in Malaysia so as to give a true and fair view of the financial position of the Group
and of the Company as at 31 December 2008 and of the financial performance for the

year ended on that date.

Signed in accordance with a resolution of the Directors:

Lei Lin Thai

Wong Ah Kow

Kuala Lumpur,

Date: 20 April 2009
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TH Group Berhad

(Company No0.183467 - X)
(Incorporated in Malaysia)

and its subsidiaries

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

I, Teh Chee Ghee, the officer primarily responsible for the financial management of TH
Group Berhad, do solemnly and sincerely declare that the financial statements set out on
pages 14 to 92, are, to the best of my knowledge and belief, correct and | make this solemn
declaration conscientiously believing the same to be true, and by virtue of the provisions of

the Statutory Declarations Act, 1960.

Subscribed and solemnly declared by the above named in Kuala Lumpur on 20 April 2009.

Teh Chee Ghee

Before me:

Commissioner of Oaths,
Kuala Lumpur
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Independent Auditors’ Report to the members of

TH Group Berhad

(Company No0.183467 - X)
(Incorporated in Malaysia)

Report on the Financial Statements

We have audited the financial statements of TH Group Berhad, which comprise the balance
sheets as at 31 December 2008 of the Group and of the Company, and the income
statements, statements of changes in equity and cash flow statements of the Group and of the
Company for the year then ended, and a summary of significant accounting policies and
other explanatory notes, as set out on pages 14 to 92.

Directors’ Responsibility for the Financial Statements

The Directors of the Company are responsible for the preparation and fair presentation of
these financial statements in accordance with Financial Reporting Standards and the
Companies Act, 1965 in Malaysia. This responsibility includes: designing, implementing
and maintaining internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error; selecting
and applying appropriate accounting policies; and making accounting estimates that are
reasonable in the circumstances.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with approved standards on auditing in Malaysia.
Those standards require that we comply with ethical requirements and plan and perform the
audit to obtain reasonable assurance whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on our judgment,
including the assessment of risks of material misstatement of the financial statements,
whether due to fraud or error. In making those risk assessments, we consider internal control
relevant to the Company’s preparation and fair presentation of the financial statements in
order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the Company’s internal control. An
audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the Directors, as well as evaluating the
overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion.
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Opinion

In our opinion, the financial statements have been properly drawn up in accordance with
Financial Reporting Standards and the Companies Act, 1965 in Malaysia so as to give a true
and fair view of the financial position of the Group and of the Company as of 31 December
2008 and of their financial performance and cash flows for the year then ended.

Report on Other Legal and Regulatory Requirements

In accordance with the requirements of the Companies Act, 1965 in Malaysia, we also report
the following:

a)

b)

c)

d)

In our opinion, the accounting and other records and the registers required by the Act to
be kept by the Company and its subsidiaries of which we have acted as auditors have
been properly kept in accordance with the provisions of the Act.

We have considered the accounts and the auditors’ reports of all the subsidiaries of
which we have not acted as auditors, which are indicated in Note 7 to the financial
statements.

We are satisfied that the accounts 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 financial statements of the Group and we have
received satisfactory information and explanations required by us for those purposes.

The audit reports on the accounts of the subsidiaries did not contain any qualification or
any adverse comment made under Section 174(3) of the Act.

Other Matters

This report is made solely to the members of the Company, as a body, in accordance with
Section 174 of the Companies Act, 1965 in Malaysia and for no other purpose. We do not
assume responsibility to any other person for the content of this report.

KPMG Abdullah Abu Samah
Firm Number: AF 0758 Partner
Chartered Accountants Approval Number: 2013/06/10(J)

Chartered Accountant

Petaling Jaya,

Date: 20 April 2009
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TH Group Berhad
(Company No0.183467 - X)
(Incorporated in Malaysia)

and its subsidiaries

Balance sheets as at 31 December 2008

Group Company

Note 2008 2007 2008 2007

RM’000 RM’000 RM’000 RM’000
Assets

Property, plant and equipment 3 105,215 98,421 513 853

Prepaid lease payments 4 103,160 104,614 - -

Biological assets 5 93,229 99,138 - -
Investment property 6 17,001 17,258 17,001 17,258
Investment in subsidiaries 7 - - 502,785 477,924
8 9,591 11,852 -

Investment in associates -
Other investments 9 19,825 20,614 - -
Land held for property development 10 2,000 2,000 - -
Intangible assets 11 14,894 27,986 - -
Receivables, loans, deposits and
prepayments 12 - - - 166,977
Deposits with licensed banks 13 15,105 23,787 14,605 3,000
Total non-current assets 380,020 405,670 534,904 666,012
Inventories 14 27,779 7,999 - -
Receivables, loans, deposits
and prepayments 12 155,078 185,498 144,942 59,424
Tax recoverable 17,595 15,500 5,437 8,729
Other investments 9 701 758 701 758
Assets held for sale 15 - 1,411 - -
Deposits with licensed banks 13 21,969 10,200 3,000 -
Cash and bank balances 13,842 10,535 4,711 1,852
Total current assets 236,964 231,901 158,791 70,763

Total assets 616,984 637,571 693,695 736,775
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Balance sheets as at 31 December 2008 (continued)

Equity
Share capital
Reserves
Retained profits/
(accumulated losses)

Total equity attributable to
shareholders of the Company
Minority interest

Total equity

Liabilities
Payables and accruals
Bank borrowings
Deferred tax liabilities
Islamic debt securities
Private debt securities

Total non-current liabilities
Payables and accruals
Bank borrowings
Islamic debt securities

Private debt securities
Provision for taxation

Total current liabilities
Total liabilities
Total equity and liabilities

Net assets per share attributable to
shareholders of the Company (sen)

Note

18

20

16
17
21
22
23

16
17
22
23

24

Group Company

2008 2007 2008 2007
RM’000 RM’000 RM’000 RM’000
386,551 386,551 386,551 386,551
(160,475) (159,923) 7,621 7,621
34,560 33,155 (287) 2,540
260,636 259,783 393,885 396,712

16,680 11,429 - -
277,316 271,212 393,885 396,712
- - - 91,269

5,062 8,813 - -

44,440 50,329 - -

139,328 - 139,328 -
- 170,000 - 170,000
188,830 229,142 139,328 261,269
76,364 58,254 116,850 34,294
35,315 45,391 8,800 14,500

34,832 - 34,832 -

- 30,000 - 30,000
4,327 3,572 - -
150,838 137,217 160,482 78,794
339,668 366,359 299,810 340,063
616,984 637,571 693,695 736,775

67.43 67.21 101.90  102.63

The notes on pages 23 to 92 are an integral part of these financial statements.
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TH Group Berhad
(Company No0.183467 - X)
(Incorporated in Malaysia)

and its subsidiaries

Income statements for the year ended 31 December 2008

Group Company
Note 2008 2007 2008 2007
RM’000 RM’000 RM’000 RM’000
Revenue 25 402,471 298,249 25,099 98,768
Cost of sales 26 (275,990) (230,360) (607) (997)
Gross profit 126,481 67,889 24,492 97,771
Other operating income 6,946 11,166 8,805 7,215
Administration expenses (53,330) (32,113) (5,542) (6,111)
Allowance for doubtful debts (9,644)  (30,317) (2,736) (20,923)
Allowance for diminution in value
of other investments (219) (1,343) - -
Impairment loss of investment
in subsidiaries - - (139) (36,293)
Investment in associate written off (21) - - -
Goodwill written off (13,000) (13,000) - -
Write down of other investments (92) - (92) -
Operating profit 27 57,122 2,282 24,789 41,659
Interest expense 29 (16,751) (18,783) (16,521) (19,546)
Profit/(loss) before tax and share of
associates’ results 40,371 (16,501) 8,268 22,113
Share of losses in associates (2,364) (1,321) - -
Corporate exercise expenses 39 (8,262) - (8,262) -
Gain on dilution of investment in
associates 124 4,021 - -
Net profit/(loss) before tax 29,869  (13,801) 6 22,113
Taxation 30 (21,752)  (13,844) (1,403) (21,523)
Net profit/(loss) for the year 8,117 (27,645) (1,397) 590
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Income statements for the year ended 31 December 2008
(continued)

Group Company
Note 2008 2007 2008 2007
RM’000 RM’000 RM’000 RM’000
Attributable to:
Shareholders of the Company 2,835 (32,422) (1,397) 590
Minority interest 5,282 4,777 - -
Net profit/(loss) for the year 8,117  (27,645) (1,397) 590

Earnings per ordinary share (sen)
- Basic 31 0.73 (8.39)

The notes on pages 23 to 92 are an integral part of these financial statements.
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Statements of changes in equity for the year ended

31 December 2008 (continued)

Company Note

At 1 January 2007
Net profit for the year
Dividends - 2006 final 32

Issue of equity share options

At 31 December 2007
Net loss for the year

Dividends - 2007 final 32

At 31 December 2008

Non-distributable

19

Retained
Share profits/
Share Share option (accumulated
capital premium reserve losses) Total
RM’000 RM’000 RM’000 RM’000 RM’000
386,551 7,229 76 4,772 398,628
- - - 590 590
- - - (2,822) (2,822)
- - 316 - 316
386,551 7,229 392 2,540 396,712
- - - (1,397) (1,397)
- - - (1,430) (1,430)
386,551 7,229 392 (287) 393,885
Note 18

The notes on pages 23 to 92 are an integral part of these financial statements.
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(Incorporated in Malaysia)

and its subsidiaries
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Cash flow statements for the year ended 31 December 2008
Group

Cash flows from operating activities
Net profit/(loss) before tax

Adjustments for:

Allowance for diminution in value of
other investments

Allowance for diminution in value of
other investments written back

Development costs written off

Goodwill written off

Impairment loss of investment
in subsidiaries

Bad debts written off

Depreciation and amortisation

Gross dividend income

Gain on disposal of other investments

Gain on disposal of property, plant and
equipment

Loss on disposal of prepaid lease payments

Gain on disposal of assets held for sale

Interest expense

Interest income

Inventories written off

Issue of equity share options

Property, plant and equipment written off

Share of losses in associates

Investment in associate written off

Gain on dilution of investment in associates

Write down of other investments

Operating profit/(loss) before changes
in working capital
Change in inventories
Change in payables and accruals
Change in receivables, loans, deposits
and prepayments

Cash generated from operations
Tax refunded
Tax paid

Net cash generated from
operating activities

2008

2007

RM’000 RM’000

Company

2008

2007

RM’000 RM’000

29,869  (13,801) 6 22,113
219 1,343 - -
- (102) - -
- 924 - -
13,000 13,000 - -
- - 139 36,293
429 91 8 -
19,861 18,858 537 820
- - (18,000) (95,000)
(1,744)  (218) - (11)
(929)  (396) (20) (14)
184 - - -
- (364) - -
16,751 18,783 16,521 19,546
(1,025)  (1,359) (6,133)  (7,171)
- 37 - -
- 316 - 316
292 548 113 -
2364 1,321 - -
21 - - -
(124)  (4,021) - -
91 - 91 -
79,259 34,960  (6,738) (23,108)
(19,780) 3,795 - -
18,110  (5,755) (8,713) 6,096
31,398 29,849 99451 17,620
108,987 62,849 84,000 608
2259 10,369 2,095 10,369
(31,067) (33,298)  (206) -
80,179 10,977

39,920

85,889
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Cash flow statements for the year ended 31 December 2008

(continued)

Group Company

2008 2007 2008

2007

RM’000 RM’000 RM’000 RM’000

Cash flows from investing activities

Additions to development costs - (198) - -
Interest received 1,025 1,359 6,133 7,171
Investment in a subsidiary - - (25,000)  (1,920)
Increase/(decrease) in pledged and designated

deposits and bank balances with

licensed banks (net) 8,682 77,272  (11,605) 83,236
Proceeds from disposal of property, plant

and equipment 3,904 689 35 108
Proceeds from sale of investments 57 - - -
Proceeds from disposal of assets held for sale - 380 - -
Proceeds from disposal of other investments 2,223 20,583 - 20,376
Proceeds from redemption of other investments - 4,300 - -
Purchase of biological assets (263) (837) - -
Purchase of other investments - (20,740) (34) (20,740)
Purchase of property, plant and equipment (18,268) (11,632) (68) (217)

Net cash (used in)/generated from investing
activities (2,640) 71,176 (30,539) 88,014
Cash flows from financing activities

Dividend paid to shareholders of the Company  (1,430) (2,822) (1,430) (2,822)
Dividend paid to minority shareholders (32) (5,631) - -
Interest paid (16,751) (18,783) (16,521) (19,546)
Payment of hire purchase liabilities (3,685)  (2,420) - -
Repayment of private debt securities (200,000) - (200,000) -
Proceeds from issuance of Islamic debt

securities 174,160 - 174,160 -
Repayment of revolving credit (5,700) - (5,700) -
Repayment of Islamic debt securities - (75,000) - (75,000)
Repayment of bank borrowings (8,169)  (7,151) - -

(97,368)

Net cash used in financing activities (61,607) (111,807) (49,491)
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Cash flow statements for the year ended 31 December 2008
(continued)

Group Company
2008 2007 2008 2007
RM’000 RM’000 RM’000 RM’000
Net increase/(decrease) in cash and cash

equivalents 15,932 (711) 5,859 1,623
Effect of exchange rate fluctuations on cash held (553) 1,068 - -
Cash and cash equivalents at 1 January 1,340 983 1,852 229
Cash and cash equivalents at 31 December 16,719 1,340 7,711 1,852

(a) Cash and cash equivalents

Cash and cash equivalents included in the cash flow statements comprise the following
balance sheet amounts:

Group Company
2008 2007 2008 2007
RM’000 RM’000 RM’000 RM’000

Cash and bank balances (excluding designated

bank balances) 13,842 10,535 4,711 1,852
Deposits with licensed banks (excluding

deposits pledged and designated deposits) 21,969 10,200 3,000 -
Bank overdrafts (19,092) (19,395) - -

16,719 1,340 7,711 1,852

(b) Property, plant and equipment acquired on instalment purchase plans

During the financial year, the Group acquired RM4,030,000 (2007 - RM787,000) worth
of property, plant and equipment by means of hire purchase.

The notes on pages 23 to 92 are an integral part of these financial statements.
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TH Group Berhad
(Company No0.183467 - X)
(Incorporated in Malaysia)

and its subsidiaries

Notes to the financial statements

TH Group Berhad is a public limited liability company, incorporated and domiciled in
Malaysia and is listed on the Main Board of Bursa Malaysia Securities Berhad. The
addresses of its registered office, corporate office and head office are as follows:

Registered Office

Level 7, Menara Milenium
Jalan Damanlela

Pusat Bandar Damansara
Damansara Heights

50490 Kuala Lumpur

Corporate Office
50-07-02, 7" Floor,
Wisma UOA Damansara
No. 50, Jalan Dungun
Damansara Heights
50490 Kuala Lumpur

Head Office

Lot 2-5, Block C, Bandar Fajar, Mile 1.5
Leila Road

90712 Sandakan

Sabah

The consolidated financial statements as at and for the year ended 31 December 2008
comprise the Company and its subsidiaries (together referred to as the Group) and the
Group’s interest in associates. The financial statements of the Company as at and for the
year ended 31 December 2008 do not include any other entities.

The principal activities of the Company are investment holding, property investment and the
provision of management services to companies within the Group. The principal activities of
the subsidiaries are stated in Note 7 to the financial statements.

The financial statements were approved by the Board of Directors on 20 April 2009.
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1. Basis of preparation

(a) Statement of compliance

The financial statements of the Group and the Company have been prepared in
accordance with Financial Reporting Standards (“FRS”) and the Companies Act,
1965 in Malaysia.

The Group and the Company has not applied the following accounting standards
(including its consequential amendments) and interpretations that have been
issued by the Malaysian Accounting Standards Board (“MASB”) but are not yet

effective:

FRSs / Interpretations Effective date
FRS 4 Insurance Contracts 1 January 2010
FRS 7 Financial Instruments: Disclosures 1 January 2010
FRS 8 Operating Segment 1 July 2009
FRS 139 Financial Instruments: Recognition and Measurement 1 January 2010
IC Interpretation 9 Reassessment of Embedded Derivatives 1 January 2010

IC Interpretation 10 Interim Financial Reporting and Impairment 1 January 2010

FRS 4 is not applicable to the Group and the Company. The Group and the
Company plans to apply the rest of the abovementioned FRSs / Interpretations
from the annual period beginning 1 January 2010.

The impact of applying FRS 7 and FRS 139 on the financial statements upon first
adoption as required by paragraph 30(b) of FRS 108, Accounting Policies,
Changes in Accounting Estimates and Errors is not disclosed by virtue of the
exemptions given in the respective FRSs. Other than the implications as
discussed below, the initial application of the other standards (and its
consequential amendments) and interpretations is not expected to have any
material impact on the financial statements of the Group and the Company.

FRS 8 will become effective for financial statements for the year ending 31
December 2010. FRS 8, which replaces FRS 114, Segment Reporting, requires
identification and reporting of operating segments based on internal reports that
are regularly reviewed by the entity’s chief operating decision maker in order to
allocate resources to the segment and to assess its performance. Currently, the
Group presents segment information in respect of its business and geographical
segments (see Note 35). Under FRS 8, the Group will present segment
information in respect of its operating segments: plantation, contracting services,
construction, information technology, investment holding and bio-healthcare.
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1.

Basis of preparation (continued)

(b)

(©)

()

Basis of measurement

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

for the following assets and liabilities as explained in their respective accounting

notes:

o Property, plant and equipment which have been measured based on the
valuation method.

o Biological assets which have been measured based on the valuation
method.

Functional and presentation currency

These financial statements are presented in Ringgit Malaysia (RM), which is the
Company’s functional currency. All financial information presented in RM has
been rounded to the nearest thousand, unless otherwise stated.

Use of estimates and judgements

The preparation of financial statements requires management to 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.

In particular, information about significant areas of estimation uncertainty and
critical judgements in applying accounting policies that have the most significant
effect on the amount recognised in the financial statements are described in the
following notes:

Note 11 - goodwill

Note 21 - recognition of unutilised tax losses and capital allowances

Note 33 - contingent liabilities

Note 37 - fair value of unquoted investments
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2. Significant accounting policies

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

(a) Basis of consolidation

(@)

(ii)

Subsidiaries

Subsidiaries are entities controlled by the Group. Control exists when the
Group has the 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.

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.

Investment 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).

Associates

Associates are entities, including unincorporated entities, in which the
Group has significant influence, but not control, over the financial and
operating policies.

Associates are accounted for in the consolidated financial statements using
the equity method unless it is classified as held for sale (or included in a
disposal group that is classified as held for sale). The consolidated financial
statements include the Group’s share of the income and expenses of the
equity accounted associates, after adjustments to align the accounting
policies with those of the Group, from the date that significant influence
commences until the date that significant influences ceases.

When the Group’s share of losses exceeds its interest in an equity accounted
associate, the carrying amount of that interest (including any long-term
investments) is reduced to nil and the recognition of further losses is
discontinued except to the extent that the Group has an obligation or has
made payments on behalf of the investee.

Investments in associates 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).
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2. Significant accounting policies (continued)

(a) Basis of consolidation (continued)

(iii) Minority interest

(iv)

Minority interest at the balance sheet date, being the portion of the net
identifiable assets of subsidiaries attributable to equity interests that are not
owned by the Company, whether directly or indirectly through subsidiaries,
are presented in the consolidated balance sheet and statement of changes in
equity within equity, separately from equity attributable to the equity
holders of the Company. Minority interest in the results of the Group are
presented on the face of the consolidated income statement as an allocation
of the total profit or loss for the year between minority interest and the
equity holders of the Company.

Where losses applicable to the minority exceed the minority’s interest in the
equity of a subsidiary, the excess, and any further losses applicable to the
minority, are charged against the Group’s interest except to the extent that
the minority has a binding obligation to, and is able to, make additional
investment to cover the losses. If the subsidiary subsequently reports profits,
the Group’s interest is allocated with all such profits until the minority’s
share of losses previously absorbed by the Group has been recovered.

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. Unrealised gains arising from
transactions with equity accounted investees are eliminated against the
investment to the extent of the Group’s interest in the investee. Unrealised
losses are eliminated in the same way as unrealised gains, but only to the
extent that there is no evidence of impairment.

(b) Foreign currency

0)

Foreign currency transactions

Transactions in foreign currencies are translated to the respective functional
currencies of Group entities at exchange rates at the dates of the transaction.

Monetary assets and liabilities denominated in foreign currencies at the
balance sheet date are retranslated to the functional currency at the
exchange rate at that date. Non-monetary assets and liabilities denominated
in foreign currencies are translated at exchange rates at the dates of the
transactions except for those that are measured at fair value, which are
retranslated to the functional currency at the exchange rate at the date that
the fair value was determined. Foreign currency differences arising on
retranslation are recognised in the income statement.
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2. Significant accounting policies (continued)

(b) Foreign currency (continued)

(ii) Operations denominated in functional currencies other than Ringgit

Malaysia (RM)

The assets and liabilities of operations in functional currencies other than
RM, including goodwill and fair value adjustments, are translated to RM at
exchange rates at the balance sheet date, except for goodwill and fair value
adjustments arising from business combinations before 1 January 2006
which are reported using the exchange rates at the dates of the acquisitions.
The income and expenses of operations in functional currencies other than
RM, are translated to RM at exchange rates at the dates of the transactions.

Foreign currency differences are recognised in translation reserve. On
disposal of operations, accumulated translation differences are recognised
in the consolidated income statement as part of the gain or loss on sale.

(¢) Property, plant and equipment

(@)

Recognition and measurement

Capital work-in-progress is stated at cost. All other items of property, plant
and equipment are stated at cost/valuation less accumulated depreciation
and impairment losses. Cost includes expenditures that are directly
attributable to the acquisition of the asset. Purchased software that is
integral to the functionality of the related equipment is capitalised as part of
that equipment.

The Group revalues its property infrastructure, buildings and estate
buildings every 5 years and at shorter intervals whenever the fair value of
the revalued assets is expected to differ materially from their carrying
value.

Surpluses arising from revaluation are dealt with in the revaluation reserve
account. Any deficit arising is offset against the revaluation reserve to the
extent of a previous increase for the same property. In all other
circumstances, a decrease in carrying amount is charged to the income
statement.

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.

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
statements.
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2. Significant accounting policies (continued)

(c¢) Property, plant and equipment (continued)

(i)

(iii)

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 carrying amounts of the replaced parts
are written off to the income statement. The costs of the day-to-day
servicing of property, plant and equipment are recognised in the income
statement as incurred.

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 and capital work-in-progress are not
depreciated. Property, plant and equipment under construction are not
depreciated until the assets are ready for their intended use.

Property, plant and equipment are depreciated over their estimated useful
lives at the following principal annual rates:

Infrastructure 2% - 10%
Buildings 2%
Renovation 10%
Palm oil mill 2% - 6.67%
Estate buildings and workshop 10%
Plant and machinery 20%
Motor vehicles and heavy equipment 10% - 20%

Office and hospital equipment, furniture and fittings  10% - 20%
The depreciable amount is determined after deducting the residual value.

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

(d) Leased assets

(@

Finance lease

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

Minimum lease 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.

(ii) Operating lease

Leases, where the Group does not assume substantially all the risks and
rewards of the ownership are classifies as operating leases and, except for
property interest held under operating lease, the leased assets are not
recognised on the Group’s balance sheet. Property interest held under an
operating lease, which is held to earn rental income or for capital
appreciation or both, is classified as investment property.

Leasehold land that normally has an indefinite economic life and title is
not expected to pass to the lessee by the end of the lease term is treated as
an operating lease. The payment made on entering into or acquiring a
leasehold land is accounted for as prepaid lease payments, except for
leasehold land classified as investment property.

Certain leasehold land were revalued in 2006 and the Group has retained
the unamortised revalued amount as the surrogate carrying amount of
prepaid lease payments in accordance with the transitional provision in
FRS 117.67A when it first adopted FRS 117, Leases in 2006.

Payments made under operating leases are recognised in the income
statements 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.
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2. Significant accounting policies (continued)

(e) Biological assets

®

(@)

(ii)

Recognition and measurement

All direct expenditure incurred in the development and maintenance of
immature areas of the oil palm plantation is capitalised under biological
assets until the trees attain maturity. Net income from scout harvesting in
immature areas is credited against biological assets. Maintenance
expenditure incurred after maturity is charged to the income statements as
and when incurred. The normal periods to maturity after the month of
planting are 30 months for oil palm plantation. Plantation overhead
expenditure is apportioned to revenue expenditure and biological assets on
the basis of the proportion of mature and immature areas. Amortisation of
biological assets commences when the trees attain maturity. All replanting
expenditure is capitalised under biological assets.

Amortisation

Plantation development expenditure in respect of oil palm plantation is
amortised over its productive life of 25 years.

All replanting expenditure is capitalised under biological assets.

Investment property

Investment properties are properties which are owned to earn rental income or
for capital appreciation or for both. These include land (other than leasehold
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 properties are stated at cost less any accumulated depreciation and
any accumulated impairment losses, consistent with the accounting policy for
property, plant and equipment as stated in Note 2(c).

Depreciation is charged to the income statements on a straight-line basis over the
estimated useful lives of 50 years for buildings. Freehold land is not depreciated.
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2. Significant accounting policies (continued)

@

(h)

Land held for property development

Land held for property development consist of land or such portions thereof on
which no development activities have been carried out or where development
activities are not expected to be completed within the Group’s normal operating
cycle of 2 to 3 years. Such land is classified as non-current asset and is stated at
cost less accumulated impairment losses.

Land held for property development is reclassified as property development costs
at the point when development activities have commenced and where it can be
demonstrated that the development activities can be completed within the
Group’s normal operating cycle of 2 to 3 years.

Cost associated with the acquisition of land includes the purchase price of the
land, professional fees, stamp duties, commissions, conversion fees and other
relevant levies.

Intangible assets
(i) Goodwill

Goodwill arises on business combinations and is measured at cost less any
accumulated impairment losses.

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.

For business acquisitions beginning from 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.

Any excess of the Group’s interest in the net fair value of acquiree’s
identifiable assets, liabilities and contingent liabilities over the cost of
acquisition is recognised immediately in income statements.

(i) Software development costs

Expenditure on software development is capitalised when the software is
technically and commercially feasible and the Group has sufficient
resources to complete development. The expenditure capitalised includes
the direct labour costs.

Capitalised development expenditure will be amortised using the straight
line method over a period of not more than five years upon
commercialisation of the product.
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2. Significant accounting policies (continued)

(h) Intangible assets (continued)

(iii) Subsequent expenditure

(iv)

Subsequent expenditure on capitalised intangible assets is capitalised only
when it increases the future economic benefits embodied in the specific
asset to which it relates. All other expenditure is expensed as incurred.

Amortisation

Goodwill and intangible assets with indefinite useful lives are tested for
impairment annually and whenever there is an indication that they may be
impaired.

Other intangible assets are amortised from the date that they are available
for use. Amortisation of intangible assets is charged to the income
statements on a straight-line basis over the estimated useful lives of
intangible assets.

The estimated useful lives are as follows:

e Development costs 5 years

(i) Investments in debt and equity securities

Investments in debt and equity securities are recognised initially at fair value
plus attributable transaction costs.

Subsequent to initial recognition:

Investments in non-current equity securities other than investments in
subsidiaries and associates, are stated at cost less allowance for diminution in
value,

Investments in non-current debt securities are stated at amortised cost using
the effective interest method less allowance for diminution in value,

All current investments are carried at the lower of cost and market value,
determined on an aggregate portfolio basis by category of investments.

Where in the opinion of the Directors, there is a decline other than temporary in
the value of non-current equity securities and non-current debt securities other
than investment in subsidiaries and associates, the allowance for diminution in
value is recognised as an expense in the financial year in which the decline is
identified.
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2. Significant accounting policies (continued)

®

1)

(k)

U]

Investments in debt and equity securities (continued)

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

All investments in debt and equity securities are accounted for using settlement
date accounting. Settlement date accounting refers to:

a) the recognition of an asset on the day it is received by the entity, and
b) the derecognition on an asset and recognition of any gain or loss on
disposal on the date it is delivered.

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.
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.

Amounts due from/(to) contract customers

Amounts due from contract customers on construction contracts represent 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 billings and recognised losses. Cost includes all expenditure related
directly to specific projects and an allocation of fixed and variable overheads
incurred in the companies’ contract activities based on normal operating capacity.

Where progress billings exceed the aggregate amount due from contract
customers plus attributable profits less foreseeable losses, the net credit balance
on all such contracts is shown in trade and other payables as amount due to
contract customers.
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2. Significant accounting policies (continued)

(m) Inventories

(n)

(o)

All categories of inventories are valued at the lower of cost and net realisable
value. Cost is determined principally using the weighted average cost method.

For plantation produce, cost consists of materials, direct labour and an
appropriate proportion of fixed and variable production overheads.

For consumables stores and software held for sale, cost consists of direct
purchase price and incidental costs incurred in bringing the inventories to their
present location and condition.

Non-current assets held for sale

Non-current assets that are expected to be recovered primarily through sale rather
than through continuing use are classified as held for sale.

Immediately before classification as held for sale, the assets are remeasured in
accordance with the Group’s accounting policies. Thereafter generally the assets
are measured at the lower of their carrying amount and fair value less cost to sell.

Any impairment loss on a disposal group first is allocated to goodwill, and then
to remaining assets and liabilities on pro rata basis, except that no loss is
allocated to inventories, financial assets, deferred tax assets, employee benefit
assets, and investment property, which continue to be measured in accordance
with the Group’s accounting policies. Impairment losses on initial classification
as held for sale and subsequent gains or losses on remeasurement are recognised
in the income statements. Gains are not recognised in excess of any cumulative
impairment loss.

Cash and cash equivalents

Cash and cash equivalents consist of cash on hand, balances and deposits with
financial institutions and highly liquid investments which have an insignificant
risk of changes in value. For the purpose of the cash flow statements, cash and
cash equivalents are presented net of bank overdrafts, pledged deposits and
designated balances/deposits.
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2. Significant accounting policies (continued)

(p) Impairment of assets

The carrying amount of assets, other than inventories, assets arising from
construction contracts, deferred tax assets and financial assets (other than
investments in subsidiaries and associates), are reviewed at each balance sheet
date to determine whether there is any indication of impairment. If any such
indication exists, the asset’s recoverable amount is estimated. An impairment
loss is recognised whenever the carrying amount of an asset or the cash-
generating unit to which it belongs exceeds its recoverable amount. Impairment
losses are recognised in the income statements, unless the asset is carried at a
revalued amount, in which case the impairment loss is charged to equity.

The recoverable amount is the greater of the asset’s net selling price and its value
in use. In assessing value in use, 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 an
asset that does not generate largely independent cash inflows, the recoverable
amount is determined for the cash-generating unit to which the asset belongs.

An impairment loss in respect of goodwill is not reversed unless the loss was
caused by a specific external event of an exceptional nature that is not expected
to recur and subsequent external events have occurred that reverse the effect of
that event.

In respect of other assets, an impairment loss is reversed if there has been a
change in 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 has been recognised.
The reversal is recognised in the income statements, unless it reverses an
impairment loss on a revalued asset, in which case it is taken to equity.
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2. Significant accounting policies (continued)

(q) Capitalisation of borrowing costs

Borrowing costs incurred on capital work-in-progress and plantation development
and maintenance before maturity are capitalised. Capitalisation of borrowing
costs will cease when the assets are ready for their intended use.

The capitalisation rate used to determine the amount of borrowing costs eligible
for capitalisation is the weighted average of the borrowing costs applicable to the
Group’s borrowings that are outstanding during the year, other than borrowings
made specifically for the purpose of financing a specific capital work-in-progress
or plantation development and maintenance before maturity, in which case the
actual borrowing cost incurred on that borrowing less any investment income on
the temporary investment of that borrowing will be capitalised.

Capitalisation of borrowing costs is suspended during extended periods in which
active development is interrupted.

Employee benefits

(@)

(i)

Short term 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 the statutory pension funds is 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.

Share-based payment transactions

The share option programme allows Group employees to acquire shares of
the Company. The grant date fair value of share options granted to
employees is recognised as an employee expense, with a corresponding
increase in equity, over the period in which the employees become
unconditionally entitled to the options. The amount recognised as an
expense is adjusted to reflect the actual number of share options that vest.

The fair value of employee stock options is measured using a binomial tree
option pricing model taking into account the term and conditions upon
which the options were granted.
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2. Significant accounting policies (continued)

(s)

()

()

Tax expense

Tax expense comprises current and deferred tax. Tax expense is recognised in
the income statements 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 substantively 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
to the extent that it is no longer probable that the related tax benefit will be
realised.

Share premium

When shares are issued at a premium, the excess over par value is credited to the
share premium account. Expenses arising from the shares issued are written off
against the share premium account.

Capital reserve

The Directors consider the sums received from the sale of timber salvaged in the
course of clearing the Group’s leasehold lands for plantation development as
capital sums received in mitigation of further capital expenditure in developing
the plantation. Such surplus is accordingly credited to the capital reserve account
in the balance sheet.
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2. Significant accounting policies (continued)

(v) Revenue recognition

(i)

(ii)

(iii)

(iv)

()

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 involvement with the goods.

Services

Revenue from services rendered is recognised in the income statements in
proportion to the stage of completion of the transaction at the balance sheet
date. The stage of completion is assessed by reference to services
performed to date as a percentage of total services to be performed. Where
the outcome of the transaction cannot be estimated reliably, revenue is
recognised only to the extent of the expenses that are recoverable.

Construction contracts

As soon as the outcome of a construction contract can be estimated
reliably, contract revenue and expenses are recognised in the income
statements 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 is probable that they will result in revenue and can be measured
reliably.

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 statements.

Dividend income

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

Interest income
Interest income is recognised in the income statements as it accrues, taking

into account the effective yield on the asset, unless it is doubtful of
collection.
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2. Significant accounting policies (continued)

(w) Interest expense

()

¥

All interest incurred in connection with borrowings, other than those capitalised
in accordance with Note 2(q), are expensed as incurred.

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.

Segment reporting

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.
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3. Property, plant and equipment (continued)

Land, infrastructure, buildings and renovation of the Group comprise:

Group
Cost/valuation

At 1 January 2007
Additions
Disposals

Written off
Transfer

At 31 December 2007/
1 January 2008

Additions

Disposals

Written off

At 31 December 2008

Representing items at:

Cost
Directors’ valuation

43

Freehold
land Infrastructure Buildings Renovation  Total
RM’000 RM’000 RM’000 RM’000 RM’000
3,732 10,840 34,063 3,128 51,763
- 933 452 124 1,509
- - - (11) (11)
- - - (462) (462)
- - 2,029 - 2,029
3,732 11,773 36,544 2,779 54,828
- 3,177 58 205 3,440
- - (98) - (98)
- (58) - (394) (452)
3,732 14,892 36,504 2,590 57,718
3,732 5,715 36,504 2,590 48,541
- 9,177 - - 9,177
3,732 14,892 36,504 2,590 57,718



44

Company No0.183467 - X

3. Property, plant and equipment (continued)

Freehold
land Infrastructure Buildings Renovation  Total

Group RM’000 RM’000 RM’000 RM’000 RM’000
Depreciation

At 1 January 2007 - 1,429 1,495 1,821 4,745
Charge for the year - 289 945 432 1,666
Disposals - - - 2 2)
Written off - - - (172) (172)
At 31 December 2007/

1 January 2008 - 1,718 2,440 2,079 6,237
Charge for the year - 827 952 400 2,179
Disposals - - (37) - (37)
Written off - (13) - (244) (257)
At 31 December 2008 - 2,532 3,355 2,235 8,122
Carrying amounts
At 1 January 2007 3,732 9,411 32,568 1,307 47,018
At 31 December 2007/

1 January 2008 3,732 10,055 34,104 700 48,591
At 31 December 2008 3,732 12,360 33,149 355 49,596
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3. Property, plant and equipment (continued)

Office
equipment,
furniture
Motor and
vehicles fittings  Renovation  Total
Company RM’000 RM’000 RM’000 RM’000
Cost
At 1 January 2007 304 1,922 267 2,493
Additions 28 127 62 217
Disposals (161) (52) - (213)
At 31 December 2007/

1 January 2008 171 1,997 329 2,497
Additions - 68 - 68
Disposals (61) (42) - (103)
Written off - (83) (268) (351)
At 31 December 2008 110 1,940 61 2,111
Depreciation
At 1 January 2007 170 1,141 146 1,457
Charge for the year 33 244 29 306
Disposals (80) (39) - (119)
At 31 December 2007/

1 January 2008 123 1,346 175 1,644
Charge for the year 15 234 31 280
Disposals 47) (41) - (88)
Written off - (42) (197) (238)
At 31 December 2008 91 1,498 9 1,598
Carrying amounts
At 1 January 2007 134 781 121 1,036
At 31 December 2007/

1 January 2008 48 651 154 853

At 31 December 2008 19 442 52 513
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3. Property, plant and equipment (continued)
Depreciation

Depreciation charge for the year on property, plant and equipment is taken up in the
financial statements as follows:

Group Company
2008 2007 2008 2007
RM’000 RM’000 RM’000 RM’000
Charged to the income statements 12,060 10,872 280 306
Capitalised into biological assets 10 36 - -
Capitalised into amount due
from contractors 1,578 549 - -
13,648 11,457 280 306

Property, plant and equipment acquired under hire purchase plans

Included in plant and equipment of the Group are motor vehicles and hospital
equipment acquired under hire purchase with a net book value of RM14,320,000.
(2007 - RM12,560,000).

Property, plant and equipment under revaluation model

Certain infrastructure, buildings and estate buildings of the Group were revalued by the
Directors in 1999 based on professional appraisals by an independent valuer, C.H.
William, Talhar and Wong (Sabah) Sdn. Bhd., using open market values on an existing
use basis conducted in 1998 and was subsequently updated in 2001 by the same valuer
except for properties acquired in 2000 and 2001 which continued to be stated at cost
since no material difference was expected. The 2001 valuation amount did not differ
materially from the carrying values of the respective properties and as such no changes
were made to the carrying values.

Further, in January 2006 another update was done by the same valuer, using the open
market values on an existing use basis on the Group’s assets and the valuation amount
did not materially differ from their carrying values.

The Directors are of the opinion that the current market values of the revalued
properties are not less than their carrying values as at 31 December 2008.

As allowed under FRS 117.67A, the Group has retained the unamortised revalued
amount as the surrogate carrying amount of property, plant and equipment.
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3.

Property, plant and equipment (continued)

Had the revalued properties been included in the financial statements at historical cost
less accumulated depreciation, the net book value of the revalued properties would
have been as follows:

Group
2008 2007
RM’000 RM’000
Infrastructure 1,037 1,051
Buildings 1 20
1,038 1,071

Security

(i) Certain infrastructure of the Group stated at cost/valuation of RM9,465,564 are
charged to a licensed bank in respect of the corporate exercise of the Company
(see Note 39(i)).

(if) Certain infrastructure of the Group stated at cost/valuation of RM647,895 are in

the process of being charged to a licensed bank as part of the securities for bank
facilities to be granted to a related company of the Group (see Note 39(ii)).

Prepaid lease payments

Unexpired period
more than 50 years
Group 2008 2007
RM’000 RM’000
Cost/valuation
At 1 January 116,671 116,671
Disposals (186) -
At 31 December 116,485 116,671

Accumulated amortisation

At 1 January 12,057 10,773
Charge for the year 1,270 1,284
Disposals (2) -

At 31 December 13,325 12,057

Carrying amounts
At 31 December 103,160 104,614
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4. Prepaid lease payments (continued)
Prepaid lease payments represent leasehold land.
Amortisation

Amortisation for prepaid lease payments is taken up in the financial statements as

follows:
Group
2008 2007
RM’000 RM’000
Charged to the income statements 1,261 1,249
Capitalised into biological assets 9 35

Certain long term leasehold land of the Group were revalued by the Directors in 1999
based on professional appraisals by an independent valuer, C.H. William, Talhar and
Wong (Sabah) Sdn. Bhd., using open market values on an existing use basis conducted
in 1998 and was subsequently updated in 2001 by the same valuer except for properties
acquired in 2000 and 2001 which continued to be stated at cost since no material
difference was expected. The 2001 valuation amount did not differ materially from the
carrying values of the respective properties and as such no changes were made to the
carrying values.

As allowed under FRS 117.67A, the amortised revalued amount has been retained as
the surrogate carrying amount of prepaid lease payments.

Security

(i) Certain long term leasehold land of the Group stated at cost/valuation of
RM111,786,765 are charged to a licensed bank in respect of the corporate
exercise of the Company (see Note 39(i)).

(i) Certain long term leasehold land of the Group stated at cost/valuation of
RM2,868,838 are in the process of being charged to a licensed bank as part of the
securities for bank facilities to be granted to a related company of the Group (see
Note 39(ii)).

(iii) A leasehold land of the Group stated at cost/valuation of RM793,017 (2007 -
RM100,345,806) is charged to a licensed bank as part of the securities for bank
facilities to be granted to a related company of the Group.
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5. Biological assets

Group
2008 2007
RM’000 RM’000
Cost/valuation
At 1 January 149,824 148,916
Additions 282 908
At 31 December 150,106 149,824

Representing items at:

Cost 19,871 19,198
Valuation 130,235 130,626
At 31 December 150,106 149,824

Accumulated amortisation

At 1 January 50,686 44,580
Amortisation for the year 6,191 6,106
At 31 December 56,877 50,686
Carrying amounts 93,229 99,138

Certain biological assets of the Group were revalued by the Directors in 1999 based on
professional appraisals by an independent valuer, C.H. William, Talhar and Wong
(Sabah) Sdn. Bhd., using open market values on an existing use basis conducted in
1998 and was subsequently updated in 2001 by the same valuer except for properties
acquired in 2000 and 2001 which continue to be stated at cost since no material
difference is expected. The 2001 valuation amount does not differ materially from the
carrying values of the respective properties and as such no changes were made to the
carrying values.

As allowed under FRS 117.67A, the Group has retained the unamortised revalued
amount as the surrogate carrying amount of biological assets.

Had the revalued assets been included at historical cost less accumulated amortisation,
the carrying amount of the revalued assets would have been as follows:

Group
2008 2007
RM’000 RM’000

Biological assets 42,772 47,002
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5. Biological assets (continued)

6.

Security

50

(i)  The biological assets of the Group stated at cost/valuation of RM147,198,927 are
charged to a licensed bank in respect of the corporate exercise of the Company

(see Note 39(i)).

(i)  The biological assets of the Group stated at cost/valuation of RM2,907,273 are in
the process of being charged to a licensed bank as part of the securities for bank
facilities to be granted to a related company of the Group (see Note 39(ii)).

(iii) In the previous year, biological assets of the Group stated at cost/valuation of
RM133,715,855 were charged to a bank and a trustee company as security for

borrowings of the Company.

Investment property

Cost
At 1 January
Transfer from assets held for sale

At 31 December

Depreciation

At 1 January

Transfer from assets held for sale
Charge for the year

At 31 December

Carrying amounts

Representing:
Freehold land
Buildings

Group and Company

2008 2007
RM’000 RM’000
18,842 -

- 18,842
18,842 18,842
1,584 -

- 1,070

257 514
1,841 1,584
17,001 17,258
6,000 6,000
11,001 11,258
17,001 17,258
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7.

Investment in subsidiaries

At cost:
Unquoted shares

Arising from subscription of additional ordinary
shares in existing subsidiaries

Less: Impairment loss of investment in subsidiaries

At 31 December

ol

Company
2008 2007
RM’000 RM’000

477,924 620,976

25,000 1,920

502,924 622,896
(139)  (144,972)

502,785 477,924

The particulars of the subsidiaries which are all incorporated in Malaysia, except for
PT Sunshine Indonesia, PT iTech Worldwide Indonesia, PT THG Niaga and PT THG
Kontrak, which are incorporated in Indonesia and THG Contracting (Brunei) Sdn. Bhd.
which is incorporated in Brunei, are as follows:

Subsidiaries
Tung Hup Enterprises
Sdn. Bhd.

Syarikat Tung Hup
Plantations Sdn. Bhd.

Tracpower Sdn. Bhd.

Technology Asia
Ventures Sdn. Bhd.

iTech Worldwide Sdn.
Bhd.

Sepat Jaya Credit
Enterprise Sdn. Bhd.

THG Corporation
Sdn. Bhd.

Suria Semerah Sdn. Bhd.

Principal activities
Cultivation of oil palm and
investment holding.

Cultivation of oil palm and
investment holding.

Dormant.

Venture capital investment

Effective
ownership
interest
2008 2007

100% 100%

100% 100%

100% 100%

70% 70%

and the provision of consultancy
services in investment, strategic
alliances and investment management.

Research and development of
software application.

Money lending operations.

Investment holding.

Dormant. Intended activity is
property development.

100% 100%

100% 100%

100% 100%

100% 100%
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7. Investment in subsidiaries (continued)

Subsidiaries

THG Capital Sdn. Bhd.

Amazon Plus Sdn.
Bhd.

Tung Hup Palm Oil
Mill Sdn. Bhd.

Tung Hup (Contracting)
Sdn. Bhd.

Asiaprise Biotech
Sdn. Bhd.*

Subsidiary of THG

Corporation Sdn. Bhd.

PT THG Niaga *

Pathways Paradise Sdn.
Bhd. #

Subsidiary of Syarikat
Tung Hup Plantations
Sdn. Bhd.

Syarikat Tawasa Sdn.
Bhd.

52

Effective
ownership
Principal activities interest
2008 2007
Venture capital investment. 100% 100%
Dormant. 100% 100%
Palm oil milling. 100% 100%
Civil construction works. 100% 100%
Operate specialised cancer treatment ~ 100% 100%
centre, with investment in biohealthcare
and pharmaceuticals distribution
business.
Dormant. 100% 100%
Dormant. - 100%
Property holding. 100% 100%
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7.

Subsidiaries

Investment in subsidiaries (continued)

Principal activities

Subsidiaries of Tung Hup

Enterprises Sdn. Bhd.
Besatim Sdn. Bhd.

Sri Insani Sdn. Bhd.
Rimijaya Sdn. Bhd.

Marceda Corporation
Sdn. Bhd.

Magain Enterprise Sdn.

Bhd.

Eksplorasi Kiara
Sdn. Bhd.

Subsidiaries of Sri
Insani Sdn. Bhd.

Sekarharum Sdn. Bhd.

Sri Insani Plantations
(Sabah) Sdn. Bhd.

Subsidiaries of
Besatim Sdn. Bhd.

Tung Hup Kelapa
Sawit Sdn. Bhd.

Kaling Sdn. Bhd.

Subsidiaries of
Tracpower Sdn. Bhd.

PT THG Kontrak *

PT Sunshine Indonesia *

Investment holding.

Investment holding.

Cultivation of oil palm.

Cultivation of oil palm.

Receiving sub-lease rental

payments.

Dormant.

Cultivation of oil palm.

Cultivation of oil palm.

Cultivation of oil palm.

Dormant.

Dormant

Contracting services, including
construction, project management,
coal mining and other contracting

related services.

53

Effective
ownership

interest
2008 2007

100% 100%
100% 100%
100% 100%

100% 100%

100% 100%

100% 100%

100% 100%

100% 100%

70%  70%

70% 70%

100% 100%

97%  97%
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7. Investment in subsidiaries (continued)

Subsidiaries

Principal activities

Subsidiaries of Tung Hup

(Contracting) Sdn. Bhd.

THG Construction
Sdn. Bhd.

Sunshine Paradigm
Sdn. Bhd.

Wisdirection Venture
Sdn. Bhd.

THG Contracting
(Brunei) Sdn. Bhd.*

Clarion Construction
Sdn. Bhd.*@

Tung Hup Contracting
(Sarawak) Sdn. Bhd. #

Subsidiaries of iTech

Worldwide Sdn. Bhd.

iTech Worldwide

(Consulting) Sdn. Bhd.

Construction work and provision

of construction project management
services.

Construction work and provision of
construction project management
services.

Provision of construction
project management services.
Dormant.

Dormant.

Dormant.

Provision of information technology
consultancy services which include

project management, custom software

development, system integration,
software reengineering and network
engineering.

54

Effective
ownership
interest

2008

100%

90%

100%

100%

60%

100%

2007

100%

90%

100%

100%

60%

100%

100%



Company No0.183467 - X

7. Investment in subsidiaries (continued)

Subsidiaries

Subsidiaries of iTech

Principal activities

Worldwide Sdn. Bhd. (continued)

THG E-Net Solutions
Sdn. Bhd.

PT iTech Worldwide
Indonesia *

Subsidiary of Asiaprise
Biotech Sdn. Bhd.

Asiaprise Pharma
Sdn. Bhd.*

* - Not audited by KPMG.

Dormant.

To market, distribute and sell
packaged software development,
provide internet consulting,
software development,

IT consultation and management /
maintenance services.

Import, export, distribute, buy,
sell, manufacture and otherwise
deal in all pharmaceutical,
diagnostic and medical and
scientific apparatus and materials.

55

Effective
ownership
interest
2008 2007

85%  85%

100% 100%

100% 100%

# - These Companies had commenced Members’ Voluntary Winding-up on 14 December

2008.

@ - This Company commenced Members’ Voluntary Winding-up on 6 January 2009.
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8.

Investments in associates

Unquoted shares, at cost

Less: Share of post-acquisition reserves

Investment in associate written off

Represented by:
Group’s share of net assets
Reserve on acquisition

The details of the associates of the Group are as follows:

Country
incorporation

Ginosko Venture
Management
Pte. Ltd. Singapore
Hyper Triumph
Sdn. Bhd. # Malaysia
Progenix
Research
Sdn. Bhd. Malaysia
Alpha Biologics
Sdn. Bhd. Malaysia

Effective
ownership
interest

2008
% %
- 14.0
- 49.0
25.4 25.4
20.0 21.4

Revenues
2007 (100%)

RM’000

12,500

56

Group
2007
RM’000

2008

12,500
(2,888) (648)
(21) -

Net
loss

(100%)

Total Total
assets liabilities
(100%) (100%)

RM’000 RM’000 RM’000 RM’000

478

596

(3,390)

(2,129)

40,782 24,031

52,017 28,760

# - This Company commenced Members’ Voluntary Winding-up on 14 December

2008.
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9 Other investments
Group Company
2008 2007 2008 2007
RM’000 RM’000 RM’000 RM’000
Non-current
At cost:
Unquoted shares in Malaysia 20,590 20,592 - -
Less: Allowance for diminution in value (4,078) (4,078) - -

Unquoted shares outside Malaysia 23,027 23,027 - -
Less: Allowance for diminution in value (21,138)  (21,138) - -

1,889 1,889 - -
Quoted shares in Malaysia 1,376 61 - -
Quoted shares outside Malaysia 20,770 22,672 - -

Less: Allowance for diminution in value (20,722)  (20,522) - -

Current

At cost:

Quoted unit trust in Malaysia 792 758 792 758

Less: Writen down of other investments (92) - (91) -
701 758 701 758

Market value:

Quoted shares in Malaysia 1,750 53 - -

Quoted shares outside Malaysia 76 12,846 - -

Quoted unit trust in Malaysia 708 924 708 924
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10. Land held for property development

11.

Group
2008 2007
RM’000 RM’000
Land and development costs, at cost 5,043 5,043
Less: Impairment loss (3,043) (3,043)
2,000 2,000

The land held for property development was revalued by the Directors in the current
year based on professional appraisals by an independent valuer, Jones Lang Wootton
Sdn. Bhd., using open market values on an existing use basis. The valuation amount
did not differ materially from the carrying value of the land and as such no change was
made to the carrying value.

Intangible assets

Development

Group Goodwill costs Total

RM’000 RM’000 RM’000
Cost
At 1 January 2007 40,876 1,312 42,188
Incurred during the year - 198 198
Written off (13,000) (924)  (13,924)
At 31 December 2007/1 January 2008 27,876 586 28,462
Written off (13,000) - (13,000)
At 31 December 2008 14,876 586 15,462
Amortisation
At 1 January 2007 - 359 359
Charge for the year - 117 117
At 31 December 2007/1 January 2008 - 476 476
Charge for the year - 92 92
At 31 December 2008 - 568 568
Carrying amounts
At 1 January 2007 40,876 953 41,829
At 31 December 2007/1 January 2008 27,876 110 27,986

At 31 December 2008 14,876 18 14,894
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11.

12.

Intangible assets (continued)
Impairment testing for cash-generating units (“CGUs”) containing goodwill

For the purpose of impairment testing, goodwill is allocated to the Group’s CGUs
which represent the lowest level within the Group at which the goodwill is monitored
for internal management purposes. The aggregate carrying amount of goodwill as at 31
December 2008 is RM14,876,000 (2007 - RM27,876,000), which is allocated to the
bio-healthcare division.

The bio-healthcare division’s impairment test was based on its value-in-use. The value-
in-use calculation applies a discounted cash flow model using the bio-healthcare
division’s pre-tax cash flow projections based on financial forecasts covering a five-
year period. Cash flows beyond the five-year period are extrapolated using estimated
growth rates.

The key assumptions for the computation of value-in-use include the discount rates and
growth rates applied. The discount rate used is based on the Group’s weighted average
cost of capital at the date of assessment of the CGU of 11%. The growth rates used to
extrapolate cash flow projections beyond the five-year period are between 25%-40%,
and are in line with the bio-healthcare division’s growth rates over the years.

The values assigned to the key assumptions represent the Group’s assessment of future
trends in the bio-healthcare industry and are based on historical data from both external
sources and internal sources.

The above estimates are particularly sensitive in respect of the following:-
1. Anincrease of 2 percent point in the discount rate used would have rendered an

impairment loss of RM14,876,000.

2. A 2 percent decrease in future planned revenues would have rendered an
impairment loss of RM14,876,000.

Receivables, loans, deposits and prepayments

Note Group Company
2008 2007 2008 2007
RM’000 RM’000 RM’000 RM’000
Non-current

Loans to subsidiaries a - - - 166,977
Current

Loans to subsidiaries a - - 144,642 58,552
Loan to associate 46 167 - -

46 167 144,642 58,552
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12. Receivables, loans, deposits and prepayments (continued)

Note Group Company
2008 2007 2008 2007
RM’000 RM’000 RM’000 RM’000
Current (continued)

Trade
Trade receivables b 46,154 79,555 - -
Term loan receivables c 1 - - -
Amounts due from contract
customers 63,624 66,420 - -
109,779 145,975 - -
Non-trade
Other receivables, deposits
and prepayments d 45,253 39,356 300 872
155,078 185,498 144,942 59,424
155,078 185,498 144,942 226,401
Note a

The loans to subsidiaries are unsecured, interest free and have no fixed terms of
repayment except for RM84,620,604 (2007 - RM148,687,970) due from certain
subsidiaries which are subject to interest at 7.00% per annum (2007 - 8.00% per
annum).

Note b
Trade receivables of the Group are stated net of allowance for doubtful debts of
RM34.4 million (2007 - RM25.4 million).

Note ¢
Term loan receivables of the Group are stated net of allowance for doubtful debts of
RM41.9 million (2007 - RM21.0 million).

Note d
Other receivables, deposits and prepayments of the Group are stated net of allowance
for doubtful debts of RM18.8 million (2007 - RM21.5 million).

Analysis of foreign currency exposure for significant receivables

Significant receivables outstanding at year end that are not in the functional currencies
of the Group are as follows:

2008 2007
RM’000 RM’000

Functional currency Foreign currency
RM IDR 82,459 66,875
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12.

13.

14.

Receivables, loans, deposits and prepayments (continued)

Amounts due from contract customers

Group
2008 2007
RM’000 RM’000
Aggregate cost incurred to date 418,441 975,842
Add: Attributable (losses)/profits (2,615) 5,309

415,826 981,151
Less: Progress billings (361,438) (929,241)

54,388 51,910
Amounts due to contract customers (Note 16) 9,236 14,510

63,624 66,420

Deposits with licensed banks
Group Company
2008 2007 2008 2007

RM’000 RM’000 RM’000 RM’000
Non-current

Deposits pledged to licensed banks 15,105 23,787 14,605 3,000
Current
Deposits with licensed banks 21,969 10,200 3,000 -

37,074 33,987 17,605 3,000

The deposits pledged to licensed banks by certain subsidiaries are security for credit
and guarantee facilities granted to those subsidiaries.

Inventories
Group
2008 2007

RM’000 RM’000
At cost
Oil palm nurseries - 2
Plantation produce 8,875 3,157
Consumable stores 18,171 4,173
Medical supplies and drugs 733 667
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15.

16.

Assets held for sale

Property, plant and equipment and investment property held for sale in the previous
year comprised of the following:

Group
2008 2007
RM’000 RM’000
Property, plant and equipment and
investment property:

At cost - 2,436
Accumulated depreciation - (1,025)
- 1,411

During the year, assets held for sale with carrying amounts of RM1,411,000 were
transferred to property, plant and equipment as the assets no longer met the criteria in
paragraphs 7 to 9 of FRS 5, Non-current Assets Held for Sale and Discontinued
Operations.

As a result, the assets are measured at its carrying amount before the assets were
classified as held for sale, adjusted for depreciation of RM779,900 that would have
been recognised had the assets not been classified as held for sale (Note 3).

Payables and accruals
Group Company
Note 2008 2007 2008 2007
RM’000 RM’000 RM’000 RM’000
Non-current

Loans from subsidiaries a - - - 91,269
Current

Loans from subsidiaries a - - 106,067 24,189
Trade

Trade payables 54,356 32,329 - -

Amounts due to contract customers (Note 12) 9,236 14,510 - -

63,592 46,839 - -

Non-trade
Other payables and accrued expenses 12,772 11,415 10,783 10,105

76,364 58,254 116,850 34,294

76,364 58,254 116,850 125,563
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16. Payables and accruals (continued)

17.

Note a

63

The loans from subsidiaries are unsecured and interest free except for an amount of
RM43,580,856 (2007 - RM48,033,897) due to subsidiaries which is subject to interest
at 7.00% per annum (2007 - 8.00% per annum). These amounts have no fixed terms of
repayment other than RM91,269,000 in the previous year which was not expected to be

repayable within the next twelve months.

Bank borrowings

Non-current
Term loans
Hire purchase payable

Current

Bank overdrafts

Term loans

Hire purchase payable
Revolving credit

Minimum lease payments

Not later than 1 year

Later than 1 year and not later than 2 years
Later than 2 years and less than 5 years

Less: Future finance charges

Present value of liabilities

Present value of finance lease liabilities
Not later than 1 year
Later than 1 year and not later than 2 years

Group Company
2008 2007 2008 2007
RM’000 RM’000 RM’000 RM’000
1,160 1,329 - -
3,902 7,484 - -
5,062 8,813 - -
19,092 19,395 - -
200 8,200 - -
7,223 3,296 - -
8,800 14,500 8,800 14,500
35,315 45,391 8,800 14,500
40,377 54,204 8,800 14,500
6,543 3,873 - -
5,222 3,873 - -
625 4,247 - -
12,390 11,993 - -
(1,265) (1,213) - -
11,125 10,780 - -
5,761 3,217 - -
5,364 7,563 - -
11,125 10,780 - -
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17. Bank borrowings (continued)
Interest rates

Bank overdrafts 1.75% to 2.25% (2007 - 1.00% to 1.50%) per annum above the
banks’ base lending rates.

Term loans 2.25% (2007 - 1.00% to 2.50%) per annum above the bank’s cost
of funds or base lending rates.

Hire purchase 2.20% to 7.05% (2007 - 2.70% to 7.10%) per annum.

Revolving credit  1.50% (2007 - 1.50%) per annum above the banks’ cost of funds.

Security

Group

Bank overdrafts and term loans:

a)  Corporate guarantees issued by the Company as disclosed in Note 33; and

b) Pledge of fixed deposit by a subsidiary of up to RM3 million (2007 - RM3
million) for term loan and up to 20% (2007 - 20%) of the multitrade line facilities
utilised.

Revolving credit:

Third party first legal charge over a parcel of plantation land of a subsidiary.

Company

Revolving credit:

Third party first legal charge over a parcel of plantation land of a subsidiary.
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18.

19.

20.

Share capital
Group and Company
2008 2007
No. of No. of
shares shares

’000 RM’000 °000 RM’000
Ordinary shares of RM1.00 each:
Authorised: 600,000 600,000 600,000 600,000

Issued and fully paid: 386,551 386,551 386,551 386,551

As at year end, the number of unissued ordinary shares of RM1 each under options
granted pursuant to the ESOS is as follows:
Number of ordinary
shares of RM1.00 each

Exercise price Date of grant 2008 2007
RM1.00 per share 15.10.2004 5,208,400 5,459,600
RM1.00 per share 28.03.2006 797,400 1,025,600
Section 108 tax credit

The Financial Act, 2007 introduced a single tier company income tax system with
effect from year of assessment 2008. As such, the Section 108 tax credit as at 31
December 2007 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.

Minority interest

This consists of the minority shareholders’ proportion of share capital and reserves in
subsidiaries.
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21. Deferred tax assets and liabilities
Recognised deferred tax assets and liabilities
Deferred tax assets and liabilities are attributable to the following:
Group Assets Liabilities Net
2008 2007 2008 2007 2008 2007
RM’000 RM’000 RM’000 RM’000 RM’000 RM’000

Property, plant and

equipment - - (29,116)  (32,339) (29,116)  (32,339)
Prepaid lease payments - - (20,987) (22,631) (20,987) (22,631)
Tax loss carry-forwards 5,663 4,249 - - 5,663 4,249
Unabsorbed capital and

agriculture allowances - 392 - - - 392
Net tax assets/

(liabilities) 5,663 4,641 (50,103) (54,970) (44,440) (50,329)

Unrecognised deferred tax assets

Deferred tax assets have not been recognised in respect of the following items:

Group
2008 2007
RM’000 RM’000
Deductible temporary differences (26,184) (19,441)
Unabsorbed capital allowances (12,884) (16,836)
Unutilised tax losses (46,241) (36,522)

(85,309)  (72,799)

The deductible temporary differences do not expire under current tax legislation.
Deferred tax assets have not been recognised in respect of these items because it is not
probable that future taxable profit will be available against which the Group can utilise
the benefits.
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22. Islamic debt securities

Group
2008 2007
RM’000 RM’000

Non-current

Islamic debt securities 139,328 -

Current

Islamic debt securities 34,832 -
174,160 -

During the financial year, the Company entered into an Unrated Islamic Commercial
Paper/Medium Term Note (“ICP/IMTN”) issuance program (“Notes Program”) with a
Sole Subscriber of up to RM330,000,000 in nominal amount. The Notes Program
comprises of two (2) series where Series 1 of the Notes Program is up to RM175
million and Series 2 of the Notes Program is up to RM155 million in nominal value.
The tenure of the Notes Program shall be six (6) years from the date of the first issue.

The Notes Program is secured against:

i)  Debenture by way of first fixed and floating charge over all the present and future
assets of the Company;

i) First fixed charge over the “designated accounts” and the assignment of the credit
balances standing in the designated accounts;

iii) Registered first party or third party first fixed legal charge (where applicable)
over all the plantation assets of the Company and its subsidiaries to be identified
and agreed between the Company and the Sole Subscriber of the Notes Program;

iv) Joint and several guarantee from Lei Lin Thai and Lei Yee Leong; and
v)  Assignment of insurance/takaful over the plantation assets.

All of the above shall be in such form and substance as may be stipulated by or
acceptable to the Sole Subscriber at its discretion and shall, unless otherwise
determined by the Sole Subscriber, secure not just the Notes Program but also all other
banking and/or credit facilities, services and/or accommodation which are now and/or
which may hereafter from time to time be granted, given or made available by the Sole
Subscriber to the Company.

The Sole Subscriber reserves the right at any time and from time to time to require the
Company to furnish security and/or provide additional security acceptable to the Sole
Subscriber and/or to substitute any existing security at its absolute discretion.

The Notes Program applies the underlying Syariah principle of Ijarah.
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22. Islamic debt securities (continued)

On 31 December 2008, the Company embarked on Series 1 of the Notes Program of up
to RM174,160,000:

Issuance Maturity Face Value Interest Rate
Date Date RM %

31 December 2008 31 March 2009 8,708,000 6.60

31 December 2008 30 June 2009 8,708,000 5.34

31 December 2008 30 September 2009 8,708,000 5.34

31 December 2008 31 December 2009 8,708,000 5.34

31 December 2008 31 March 2010 8,708,000 5.34

31 December 2008 30 June 2010 8,708,000 5.34

31 December 2008 30 September 2010 8,708,000 5.34

31 December 2008 31 December 2010 8,708,000 5.34

31 December 2008 31 March 2011 8,708,000 5.34

31 December 2008 30 June 2011 8,708,000 5.34

31 December 2008 30 September 2011 8,708,000 5.34

31 December 2008 31 December 2011 8,708,000 5.34

31 December 2008 31 March 2012 8,708,000 5.34

31 December 2008 30 June 2012 8,708,000 5.34

31 December 2008 30 September 2012 8,708,000 5.34

31 December 2008 31 December 2012 8,708,000 5.34

31 December 2008 31 March 2013 8,708,000 5.34

31 December 2008 30 June 2013 8,708,000 5.34

31 December 2008 30 September 2013 8,708,000 5.34

31 December 2008 31 December 2013 8,708,000 5.34

174,160,000
23. Private debt securities
Group
2008 2007
RM’000 RM’000

Non-current
Private debt securities - 170,000
Current
Private debt securities - 30,000

- 200,000
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23. Private debt securities (continued)

In 2005, the Company embarked on an issuance programme of up to RM200 million
nominal value Commercial Papers/Medium Term Notes (“CPs/MTNs”), unsecured
promissory notes in bearer form evidencing a promise by the Company to pay the
stated Ringgit sums on specified dates. The aggregate outstanding amount of the face
value of the CPs and MTNs under the Programme at any point in time shall not exceed
RM200 million.

The programme had a tenure of up to seven (7) years from the date of the first issuance
of the CPs/MTNSs. Under the programme, the Company had issued CPs with tenure of
not less than one (1) month but not more than twelve (12) months and MTNs with
tenure of not less than twelve (12) months but not more than eighty-four (84) months
provided that the maturity dates of the CPs/MTNs fell within the availability period of
the Programme. The Company had fully issued RM200 million nominal value MTNSs.

Issuance Maturity Face Value Interest Rate
Date Date RM %
11 November 2005 11 November 2008 30,000,000 6.10
11 November 2005 11 November 2009 30,000,000 6.50
2 December 2005 2 December 2010 20,000,000 7.00
22 December 2005 22 December 2010 25,000,000 7.00
18 October 2006 16 October 2009 40,000,000 6.80
18 October 2006 18 October 2011 55,000,000 8.00
200,000,000

The effective interest rate in the previous year is disclosed in Note 37.

The price payable for each MTN purchased was calculated in accordance with the
formula specified in the fully automated system for tendering of Private Debt
Securities Rules or in the rules governing such issues and approved by Bank Negara
Malaysia. The interest was payable half-yearly from the date of issuance until the
maturity of the Notes.

The Notes, unless previously redeemed or cancelled had been redeemed at the face
amount upon maturity.

During the year the Company repaid RM30,000,000 under the repayment schedule of
its existing MTN.

In December 2008, the Company early redeemed its outstanding existing
RM170,000,000 MTNs via the issuance of Islamic Debt Securities. Included in the
redemption payment is interest expenses of RM1,884,520 and fees expenses of
RM4,990,968.
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24. Net assets per share

70

The net assets per share attributable to shareholders of the Company is calculated by
dividing the shareholders’ funds by the number of ordinary shares of the Group and of
the Company in issue as at 31 December 2008 of 386,551,340 (2007 - 386,551,340).

25. Revenue

Sales of plantation produce

Contracting income

Civil construction contract income

Licence fees, hardware and software
maintenance fee and related costs

Gross dividends received from unquoted

subsidiaries in Malaysia

Management fees received from subsidiaries

Rental income
Healthcare income
Venture capital income

26. Cost of sales

Plantation produce

Contracting cost

Civil construction contract cost

Licence fees, hardware and software
maintenance fee and related costs

Rental related costs

Healthcare related costs

Group
2008 2007

Company
2008 2007

RM’000 RM’000 RM’000 RM’000

280,068 220,895

55,464 738

53,141 62,589

2,457 3,114

2,140 2,045

9,199 8,868
2 -

18,000 95,000
4,959 1,723
2,140 2,045

402,471 298,249

25,099 98,768

Group Company
2008 2007 2008 2007
RM’000 RM’000 RM’000 RM’000
141,543 141,697 - -
47,239 384 - -
83,580 79,275 - -
181 1,612 - -
607 997 607 997
2,840 6,395 - -
275,990 230,360 607 997
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27. Operating profit

Operating profit is stated after crediting:
Allowance for diminution in value of other
investments written back
Allowance for doubtful debts written back
Gain on disposal of assets held for sale
Gain on disposal of other investments
Gain on disposal of property,
plant and equipment
Gross dividends received from unquoted
subsidiaries in Malaysia
Interest income
Rental income

and after charging:

Allowance for diminution in value of other
investments
Allowance for doubtful debts
Amortisation of biological assets
Amortisation of development costs
Amortisation of prepaid lease payments
Auditors’ remuneration:
- Audit services
Auditors of the Company
- current year
- under/(over)provision in previous year
Other auditors
- current year
- Other services
Auditors of the Company
Other auditors
Bad debts written off
Corporate exercise expenses

Group
2008
RM’000 RM’000 RM’000 RM’000

320
1,744

929

219
9,644
6,191

92
1,261

256
9

10

106
23
429
8,262

Depreciation of property, plant and equipment 12,060

Depreciation of investment property 257
Equipment hire 1,044
Equity share option expenses -
Inventories written off -
Intangible assets written off

- Development costs -

- Goodwill 13,000
Investment in associate written off 21
Loss on disposal of prepaid lease payments 184
Property, plant and equipment written off 292
Rental expenses 1,443
Staff costs - others 26,425

- EPF 1,880
Write down of other investments 91

2007

102
6,741
364
218

396

1,359
2,045

1,343
30,317
6,106
117
1,249

221
(15)

32

118
33
91

10,872
514
316

37

924
13,000

548

71

Company

2008

2,651

20

18,000

35
5

39

8,262
280
257

2007

35

51

306
514

316
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28. Key management personnel compensation

29.

30.

Group Company
2008 2007 2008 2007
RM’000 RM’000 RM’000 RM’000
Directors:
- Fees 264 288 264 256
- Remuneration 894 1,226 894 880
- Other short-term employee benefits
(including estimated monetary value
of benefits-in-kind) 24 35 24 35
1,182 1,549 1,182 1,171
Other key management personnel:
- Short-term employee benefits 3,298 3,240 1,118 1,121
4,480 4,789 2,300 2,292

Other key management personnel comprises persons other than the Directors of the
Group entities, having authority and responsibility for planning, directing and
controlling the activities of the entity either directly or indirectly.

Interest expense
Group Company
2008 2007 2008 2007
RM’000 RM’000 RM’000 RM’000
Interest on:
Advance from subsidiaries - - 1,980 4,232
Bank overdrafts 1,275 1,469 - -
Hire purchase 796 790 - -
Revolving credits 731 1,076 731 1,076
Term loans 131 1,188 - -
Islamic debt securities - 187 - 187
Private debt securities 13,810 14,051 13,810 14,051
Other payables 8 22 - -
16,751 18,783 16,521 19,546
Tax expense
Group Company
2008 2007 2008 2007
RM’000 RM’000 RM’000 RM’000
Current tax expense
- current year 28,489 24,439 1,403 21,275
- (over)/underprovision in prior year (1,548) (1,476) - 248
26,941 22,963 1,403 21,523
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30.

31.

Tax expense (continued)
Group Company
2008 2007 2008 2007
RM’000 RM’000 RM’000 RM’000

Deferred tax expense
- origination and reversal of temporary
differences (4,182) (8,801) - -
- overprovision in prior year (2,007) (318) - -

(5.189)  (9,119) ] ]

Reconciliation of effective tax expense

Net profit/(loss) before taxation 29,869 (13,801) 6 22,113
Income tax using Malaysian tax rates 7,766 (3,726) 2 5,971
Effect of changes in tax rate (1,811) (128) - -
Non-deductible expenses 4,519 3,795 3,616 15,369
Tax exempt income (1,051) (187)  (2,215) (65)
Group tax relief 4,170 - - -
Deferred tax assets not recognised 12,510 17,413 - -
(Over)/underprovision in prior years (2,555) (1,794) - 248
Other items (1,796) (1,529) - -
Tax expense 21,752 13,844 1,403 21,523

The corporate tax rates are 27% for year of assessment 2007, 26% for year of
assessment 2008 and 25% for the subsequent years of assessment. Consequently
deferred tax assets and liabilities are measured using these tax rates.

Earnings per ordinary share
Basic earnings per share

Basic earnings per share of the Group is calculated by dividing the net profit/(loss) for
the year attributable to shareholders by the weighted average number of ordinary shares
in issue during the year.
Group
2008 2007

Net profit/(loss) for the year attributable to shareholders (RM’000) 2,835 (32,422)
Weighted average number of ordinary shares in issue (’000) 386,551 386,551
Basic earnings per share (sen) 0.73 (8.39)
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31.

32.

33.

Earnings per ordinary share (continued)
Diluted earnings per share

The effect of share options is not included in the current and previous year’s diluted
earnings per share calculation because the assumed conversion would result in an anti-
dilutive effect.

Dividends
Group and Company
2008 2007
RM’000 RM’000
Appropriation of retained profits for the final dividend paid
of 0.5% (2007 - 1%) per share less tax at 26% for financial

year ended 31 December 2007 and 2006, respectively 1,430 2,822
Contingent liabilities
Group Company
2008 2007 2008 2007
Secured RM’000 RM’000 RM’000 RM’000
Bank guarantee facility utilised by
a third party 4,350 16,369 - -

Bank guarantee utilised by main contractors
of a subsidiary for performance bonds 7,365 14,428 - -
Bank guarantee in favour of Government

agencies 38,405 38,405 - -
Bank guarantee in favour of main contractors
and suppliers 704 570 - -

Unsecured

Corporate guarantee given to suppliers for

credit facilities granted to certain

subsidiaries - - 13,851 39,151
Performance guarantee given to a third

party for a construction contract granted

to a subsidiary - - - 98,999
Guarantees given to banks for banking
facilities granted to certain subsidiaries - - 182,121 243,121

- - 195,972 381,271

50,824 69,772 195,972 381,271

The secured contingent liabilities of the Group are secured by fixed deposits pledged to
banks as disclosed in Note 13 to the financial statements.
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34.

3S.

Commitments
Group Company
2008 2007 2008 2007
RM’000 RM’000 RM’000 RM’000

Property, plant and equipment

Authorised but not contracted for 5,352 5,656 - -
Contracted but not provided in the
financial statements 10,969 10,700 - -

Other commitments

No derivative commitments (2007 - RM1,517,500) in respect of commodity futures to
sell contracts on crude oil were on hand as at 31 December 2008.

Segmental information

Segment information is presented in respect of the Group’s business and geographical
segments. The primary format, business segments, is based on the Group’s
management and internal reporting structure.

Segment results, assets and liabilities include items directly attributable to a segment as
well as those that can be allocated on a reasonable basis. Unallocated items mainly
comprise interest-earning assets and revenue, interest bearing loans, borrowings and
expenses and corporate expenses.

Segment capital expenditure is the total cost incurred during the year to acquire
property, plant and equipment, and intangible assets other than goodwill.

Inter-segment pricing is determined on an arm’s length basis.
Business segments
The Group comprises the following business segments:

Plantation

Contracting services
Construction

Venture capital
Information technology
Investment holding
Money lending
Biohealthcare

Others



76

Company No0.183467 - X

35. Segmental information (continued)
Geographical segments

The contracting service is managed on a worldwide basis, but operates in two principal
geographical areas, Malaysia and Indonesia.

In presenting information on the basis of geographical segments, segment revenue is
based on the geographical location of customers. Segment assets are based on the
geographical location of the assets.

The reconciliation between the segment assets and the aggregate assets in the Group’s
balance sheet is set out below:

Group
2008 2007
RM’000 RM’000
Non-current assets 380,020 405,670
Current assets 236,964 231,901
Total assets stated in balance sheet 616,984 637,571
Less: Tax refundable (17,595) (15,500)
Total assets stated in segmental information 599,389 622,071

The reconciliation between the segment liabilities and the aggregate liabilities in the
Group’s balance sheet is set out below:

Group
2008 2007
RM’000 RM’000
Current liabilities 150,838 137,217
Long term and deferred liabilities 188,830 229,142
Total liabilities stated in balance sheet 339,668 366,359
Less: Provision for taxation (4,327) (3,572)
Deferred tax liabilities (44,440) (50,329)

Total liabilities stated in segmental information 290,901 312,458
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36. 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.

The Group has a related party relationship with its subsidiaries (see Note 7), associates
(see Note 8) and Directors.

Transactions with key management personnel

Key management personnel compensation
Key management personnel compensation is disclosed in Note 28.

Transactions with key management personnel other than compensation
Directors of the Company control 52.12% (2007 - 52.12%) of the voting shares of the
Company.

A number of key management personnel, or their related parties, hold positions in other
entities that result in them having control or significant influence over the financial or
operating policies of these entities.

A number of these entities transacted with the Group in the reporting period. The terms
and conditions of the transactions with key management personnel and their related
parties were no more favourable than those available, or which might reasonably be
expected to be available, on similar transactions to non-key management personnel
related entities on an arm’s length basis.

The aggregate value of transactions and outstanding balances relating to key
management personnel and entities over which they have control or significant
influence were as follows:

Group Transaction Balance
value outstanding
year ended as at
31 December 31 December
2008 2007 2008 2007
Director Transaction RM’000 RM’000 RM’000 RM’000
Lei Lin Thai Rental payable 149 141 - -
Rohana Tan Sri Business
Mahmood consultancy

fees payable - 24 - -
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36. Related parties (continued)

Other related party transactions

Transaction Balance
value outstanding
year ended as at
31 December 31 December
2008 2007 2008 2007
Group RM’000 RM’000 RM’000 RM’000
Rental of premises payable
Tung Hup Holdings Sdn. Bhd. 157 162 - (13)
Linta Holdings Sdn. Bhd. 236 118 - -
Rental of premises receivable
Tung Hup Holdings Sdn. Bhd. (14) (7) - 8
Management fees receivable
Pinsah Plantations Sdn. Bhd. - (108) - -
Renown Yield Sdn. Bhd. - a7 - 29
Purchases of fresh fruit bunches
Pinsah Plantations Sdn. Bhd. 28,838 25,109 - (2,852)
Renown Yield Sdn. Bhd. 2,055 2,014 - (208)
Oncologist consultancy fees payable
Malaysian American Cancer Centre
Sdn. Bhd. 882 593 - -
Transaction
value
year ended
31 December
2008 2007
Company RM’000 RM’000
Management fees income (4,959) (1,723)
Interest income (5,761) (6,583)

Interest expenses 1,981 4,232
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36.

37.

Related parties (continued)

Other related party transactions (continued)

All outstanding balances with these related parties are priced on an arm’s length basis
and are to be settled in cash within six months of the reporting date. None of the
balances are secured.

There are no significant outstanding balances arising from transactions other than
normal trade transactions with the related parties identified above.

All related party transactions were entered into upon terms and conditions mutually
agreed between the relevant parties.

Financial instruments
Financial risk management objectives and policies

The Directors acknowledge that the exposure to credit, interest rate, foreign currency
and liquidity risks arise in the normal course of the Group’s and the Company’s
business. The Group and the Company have established policies and guidelines which
set out their overall business strategies and their general risk management philosophy.

Derivative financial instruments such as futures contracts are used to reduce exposure
to fluctuation in commodity prices. While these are subject to the risk of market
movements, such changes are generally offset by opposite effects on the item being
hedged.

At balance sheet date, the Group does not have any outstanding derivative financial
instruments.

Credit risk

The Group has a credit policy in place and the exposures to credit risk are monitored on
an ongoing basis. Credit evaluations are required to be performed on all customers
requiring credit over a certain amount. The Group generally does not require collateral
in respect of credit extension except for certain credit extended to customers in relation
to its money lending and contracting activities whereby personal guarantee and/or
assignment of contracts proceeds and asset collateral are required to minimise the credit
risk exposure.

Placements of surplus funds, if any, are invested into permissible investments such as
deposits with licensed financial institutions, discount houses, government papers,
investment grade private debt securities, investment-linked and unit trust funds. The
associated credit risk is minimal for transactions involving derivative financial
instruments, as these contracts are entered into with brokers of commaodity exchanges
to hedge against the crude palm oil price fluctuations and the anticipated future
transactions.



85

Company No0.183467 - X

37. Financial instruments (continued)
Credit risk (continued)

At balance sheet date, there were significant concentrations of credit risk arising from
accounts due from five parties constituting 59% (2007 - 41%) of the amounts recorded
in trade receivables, term loan receivables and other receivables.

The maximum exposure to credit risk for the Group and for the Company is represented
by the carrying amount of each financial asset.

Interest rate risk

The Group and the Company are subject to interest rate risk by virtue of their deposit
placements with licensed financial institutions and the borrowings that are used to fund
the business operations of the Group. The Group and the Company do not have a
formal policy of hedging the interest rate risk but instead monitor this on an on-going
basis.

Deposits with licensed financial institutions are placed on a short term basis on varying
maturity dates. The Group and the Company considers a mixed portfolio that comprises
borrowings at variable and fixed rates. As at 31 December 2008, the Group and the
Company have RM174 million (2007 - nil) Islamic debt securities and nil (2007 -
RM200 million) private debt securities outstanding, bearing interest rate of 6.6% per
annum (2007 - ranging from 6.1% per annum to 8.0% per annum). Other outstanding
borrowings of the Group and the Company bear variable interest rates ranging from
1.75% to 2.5% (2007 - 1.0% to 2.5%) per annum above the lender banks' cost of funds
or base lending rates.

Foreign currency risk

Currently the Group and the Company have limited transactions in foreign currency
sales and purchases, except for certain quoted and unquoted investments that were
acquired using foreign currency. The currency giving rise to this risk is primarily IDR.
The Group and the Company do not hedge these exposures by purchasing forward
currency contracts.

However, the Group and the Company have a policy to hedge its foreign currency
transactions, when the foreign exchange risk is assessed as high, by using forward
exchange contracts.

Liquidity risk
The Group and the Company monitor and maintain a level of cash and cash equivalents

deemed adequate to finance the Group’s and Company’s operations and to mitigate the
effects of fluctuations in cash flows.
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37. Financial instruments (continued)
Fair values
(i)  Recognised financial instruments
In respect of cash and cash equivalents, current trade and other receivables, trade and
other payables and short term borrowings, the carrying amounts approximate their fair

values due to the relatively short term nature of these financial instruments.

The aggregate fair values of the other financial assets and liabilities carried on the
balance sheet as at 31 December are shown below:

2008 2007
Carrying Fair  Carrying Fair
amount value amount value

Group RM’000 RM’000 RM’000 RM’000
Financial assets
Quoted investments

- Unit trust 701 708 758 924

- Shares in Malaysia 1,376 1,750 53 53

- Shares outside Malaysia 48 76 2,158 12,846
Unquoted investments

- Not practical to estimate fair value 18,401 * 18,403 *
Financial liabilities
Term loan - Non-current 1,160 1,160 1,329 1,329
Islamic debt securities - Current 34,832 45,459 - -
Islamic debt securities - Non-current 139,328 158,845 - -
Private debt securities - Current - - 30,000 29,997
Private debt securities - Non-current - - 170,000 174,718
Company
Financial asset
Quoted investment

- Unit trust 701 708 758 924
Financial liabilities
Islamic debt securities - Current 34,832 45,459 - -
Islamic debt securities - Non-current 139,328 158,845 - -
Private debt securities - Current - - 30,000 29,997
Private debt securities - Non-current - - 170,000 174,718

*  See item (b) below.
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37. Financial instruments (continued)

The principal methods and assumptions used in estimating the fair values of other
investments are as follows:

(@ Quoted investment

The estimated fair value for the quoted unit trusts is based on observable market
prices at the balance sheet date.

The estimated fair value of the shares quoted outside Malaysia is based on the
market value at the balance sheet date.

(b) Unquoted investments
Not practical to estimate fair value

These unquoted investments consist mainly of companies involved in the
biohealthcare and biotechnology. These investee companies are located in
various countries, which comprise the United States, Singapore and Malaysia and
are primarily in the development or commercialisation stage. In essence, these
companies are presently involved in developing one or more technology products
which require a gestation period before being profitable.

The Company had made these investments based, amongst others, on the
following key criteria:

e Attractive and sustainable business model with strong and unique value
proposition;

Market growth potential and opportunities;

Established and experienced management team with proven track record;
Secured intellectual properties in the form of trademarks, patents and etc;
Established co-investors and alliances that the investee companies have
sought with other strategic investment partners; and

e Attractive investment returns.

The investments in these companies are mainly in the form of common stocks or
preference shares. Depending on the structure of the investment, the preference shares
held are either redeemable or non-redeemable, but are generally convertible into
common stocks at the option of the holder at a pre-determined price or conversion
ratio.

The Company’s strategy is to exit from these investments medium term either through
divestment of holdings upon the initial public offering exercise by the investee
companies or through trade sales or via their merger with other established entities.
Currently, the marketability of these investments is restricted to private placements
amongst private equity and venture capital companies as well as strategic investors.
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37. Financial instruments (continued)

The Directors are of the opinion that the fair values of these unquoted investments
could not be estimated with sufficient reliability using the generally accepted valuation
methods such as net tangible assets, price earning multiples or discounted cash flows
technique for the following reasons:

e As mentioned in preceding paragraph above, certain of the products/technology are
still being developed and has not reached full commercialisation stage. As such,
the current financial performance and position of these companies may not be
meaningful as no or minimal revenues are being generated. At present, some of
these companies continue to incur development costs and have relatively low or
minimal net tangible assets.

e Although periodically the Company received status reports and management
accounts, the price earning multiples method could not be used as there is
inadequate historical track record (e.g. turnover, profit etc) for the Company to
determine the fair value of the investee companies with sufficient reliability.

e Furthermore, the financial and cash flow projections provided by these investee
companies are not extended enough to apply the discounted cash flow technique.
As these investee companies are only expected to be profitable in the next couple
of years, the reliability of these projections are henceforth subject to inherent
uncertainties.

e The established valuation techniques mentioned above requires a set of
assumptions such as the use of a prevailing market rate of interest that have
substantially the same characteristics as the investment held by the Company, price
earning ratio of similar securities or beta risk rate which are not easily obtainable
by the Company without incurring excessive costs.

(c) Term loan receivables - Non-current

The fair values of the non-current term loan receivables are estimated based on
discounted cash flows technique using the prevailing market rates.

(d) Term loans

The fair values of the term loans approximate their carrying amounts as the interest
rates are on floating rate basis.

(e) Islamic debt securities

The estimated fair value is based on over-the-counter bid prices at the balance
sheet date.

(f) Private debt securities

The estimated fair value is based on over-the-counter bid prices at the balance
sheet date.
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37. Financial instruments (continued)
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38.

(ii) Unrecognised financial instruments

In respect of cash and cash equivalents, current trade and other receivables, trade and
other payables and short term borrowings, the carrying amounts approximate their fair
values due to the relatively short term nature of these financial instruments.

The valuation of financial instruments not recognised in the balance sheet reflects their
current market rates at the balance sheet date.

The contracted amount and fair value of financial instruments not recognised in the
balance sheet are:
Contracted Fair Within
amount value  one year
RM’000 RM’000 RM’000
2008
Commodity future contracts - - -

2007
Commodity future contracts 1,518 1,525 1,518

Employee benefits

Equity compensation benefits

The Group offers vested share options over ordinary shares to Executive Directors,
senior management and employees whose service ranges between 0 to 5 years as
provided in the By-laws. Movements in the number of share options held by employees
are as follows: -

Number of options over ordinary shares of RM1 each

Exercise Date of At Resigned/ At
price grant 1.1.2008 Granted Exercised lapsed 31.12.2008
RM1.00 per share 15.10.2004 5,459,600 - - (251,200) 5,208,400
RM1.00 per share 28.03.2006 1,025,600 - - (228,200) 797,400
6,485,200 - - (479,400) 6,005,800

The ESOS became effective on 28 July 2004 when the last of the requisite approvals
were obtained and is valid for a period of five (5) years.

No employee share options were exercised during the year.
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39. Significant events

(i)

(i)

On 29 September 2008, a majority shareholder of the Company, Tung Hup
Holdings Sdn Bhd (“THH”) and persons acting in concert with it (“PAC”)
requested the Company to undertake a Proposed Selective Capital Repayment
Exercise under Section 64 of the Companies Act, 1965 (“Proposed SCR”). The
Proposed SCR involves a share capital reduction and a corresponding repayment
to all shareholders in the Company other than THH and PAC. Accordingly, the
Company announced its intention to undertake the Proposed SCR to Bursa
Malaysia on the same date.

During the year, the Company announced its proposed issuance of Islamic
Commercial Papers and Islamic Medium Term Notes pursuant to an Islamic
Commercial Paper / Medium Term Note Programme of RM330 million based on
the Islamic principle of ljarah. Under this corporate exercise, certain leasehold
land, infrastructure and biological assets of the Group are charged to a licensed
bank as part of the securities for issuance of Islamic Commercial Papers and
Islamic Medium Term Notes.

(iii) During the year, certain leasehold land, infrastructure and biological assets of the

Group are in the process of being charged to a licensed bank as part of the
securities for bank facilities to be granted to a related company in the Group.

40. Significant post balance sheet events

(i)

(i)

On 5 January 2009, the Company held an Extraordinary General Meeting
("EGM”) in relation to the Proposed Selective Capital Exercise under Section 64
of the Companies Act, 1965 (“Proposed SCR”). The resolution of the Proposed
SCR had been duly passed by the shareholders of the Company during this EGM.

On 6 January 2009, Clarion Construction Sdn. Bhd., a subsidiary of the Company
commenced Members’ Voluntary Liquidation.

(iii) On 23 March 2009, the High Court of Malaysia confirmed the proposal to reduce

the par value and subsequently the share capital of the Company. The par value of
the ordinary share capital of the Company shall be reduced from RM1.00 to
RMO0.75 and the ordinary share capital of the Company shall be reduced from
RM386,551,340 divided into 386,551,340 ordinary shares of RM1.00 each to
RM154,414,099 divided into 205,885,465 ordinary shares of RMO0.75 each upon
the lodgement of an office copy of the Court Order with the Companies
Commission of Malaysia.



