Company No.: 37918-A

APPENDIX VI

AUDITED CONSOLIDATED FINANCIAL STATEMENTS OF CIH FOR THE FINANCIAL YEAR
ENDED 30 JUNE 2003 TOGETHER WITH THE AUDITORS’ REPORT THEREON

C.I. HOLDINGS BERHAD
(Incorporated in Malaysia)

INCOME STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

Note

Revenne 4
Cost of sales

Gross profit

Other operating income
Distribution costs
Acministration expenses
Other operating expenses

h

Loss from operations

Finance costs _ ' 6
Share of results of associate

Loss before taxation
Taxation 7

Loss after taxation
Minority interests

Net loss for the year
Basic loss per share (sen) 8

Net dividend per share (sen) 9

GROUP COMPANY
2003 2002 2003 2002
RM'000  RM000 RM'000  RM'000
27047 25389 983 1,894
(20670) _ (19,235) : )
6377 6,154 983 1,894
1,819 2,102 441 713
(140) (393) . :
8137) (8686  (2,752) (3,345)
(166599)  (3.065) (10,534)  (13,600)
(166,680)  (3.8%8) (11,862)  (14,338)
(3527)  (30,038) (325) (431)
20036 25.645 ) i
(169271)  (8281) (12,187)  (14,769)
6.694)  (9.231) 867 (274)
(175965)  (17512)  (11,320)  (15,043)
221 367 i :
(175,744)  (17145) (11320)  (15,043)
(306.3) 299) (197 (26.2)
0.50 0.50 0.50 0.50

The accompanying notes form an integral part of the financial statements.
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Company No.: 37918-A

C.I. HOLDINGS BERHAD
(Incorporated in Malaysia)

BALANCE SHEETS AS AT 30 JUNE 2003

NON-CURRENT ASSETS

Property, plant and equipment
Investments in subsidiaries

- Investment in associate

Other investments

Goodwill on consolidation

CURRENT ASSETS

Inventories

Trade receivables

Other receivables

Amounts due from subsidiaries
Tax recoverable

Deposits with licensed banks
Cash and bank balances

CURRENT LIABILITIES

Trade payables

Other payables

Amounts due 10 subsidiaries
Bank borrowings

Tax payable

Dividends payable

NET CURRENT (LIABILITIES)/

ASSETS

Note

10
11
12

13

14
15
16
17

18

19

20
21
17
22

GROUP COMPANY
2003 2002 2003 2002
RM'000  RM'000 RM'000  RM'000
34516 37,135 216 444
§ . 96 353 104,949
322767 | | 474,934 ) .
21 21 21 21
20,464 20,777 ] _
377768 | | 532,867 96 590 105,414
7,594 8,736 ] )
9.366 46,319 ] _
29.267 2.973 28,103 273
. . 148,932 167,172
506 174 78 .|
1,918 5102 1,400 )
1,475 903 116 7
50,126 64.207 | | 178,629 167,402
6.976 4284 i ]
101,396 99.119 2,676 1,929
i ; 39,407 25 470
236,603 32,475 2,084 2073
771 2.279 i 606
15 29 15 29
345,761 138,186 44182 30,107
(295,635)  (73.979) 134,447 137,295
82133 458888 231,037 242,709
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Company No.: 37918-A

C.I. HOLDINGS BERHAD
(Incorperated in Malaysia)

BALANCE SHEETS AS AT 30 JUNE 20803 (CONTD.)

GROUP COMPANY
2003 2002 2003 2002
Note RM'000 RM'000 RM'000 RM'000

FINANCED BY:
Share capital | 24 - 57,378 57,378 57,378 57,378
Share premium ' 1,007 1,007 1,007 1,007
Reserves on consolidation 55,438 55,568 - -
Special reserve 25 10,622 11,520 10,622 10,622
(Accumulated loss)/ Retained profits 26 (47,797) 128.236 161,951 173,560
Shareholders’ equity 76,668 253,709 230,958 242,567
Minority interests 1,033 2,873 - -

71,701 256,582 230,958 - 242,567
Retirement benefit obligations 622 557 - -
Bank borrowings 22 2,386 200,241 79 142
Deferred tax liabilities 27 1,424 1,508 - -
Non-current liabilities 4432 202,306 79 142

82,133 458,888 242,709

The accompanying notes form an integral part of the financial statements.
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Company No.: 37918-A

C.I. HOLDINGS BERHAD
(Incorporated in Malaysia)

CASH FLOW STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003
GROUP COMPANY
2003 2002 2003 2002
RM'000 RM'000 RM'000 RM'000
CASH FLOWS FROM
OPERATING ACTIVITIES
Loss before taxation (169,271) (8,281  (12,187) (14,769)
Adjustments for:
Bad debts written off 50 - - | -
Depreciation of property, plant and equipment 1,157 - 1,308 127 197
Loss/(gain) on disposal of property, plant :
and equipment 635 (273) 12 (32)
Loss on disposal of subsidiaries 3,765 - 1,529 - -

Loss arising from a subsequent change in the

sale proceeds on the disposal of C.I.

Readymix Sdn Bhd, a former subsidiary - 545 1,454 - -
Allowance for doubtful debts 127 - - -
Reversal of overstatement of special :

reserve on the disposal of investments in

former subsidiaries in prior years (898) - - -
Impairment loss on subsidiaries _ - - 4517 13,600
Write back of allowance for doubtful debts (228) (1,923) - -
Impairment icss of property, . :

plant and equipment 718 - - -
Impairment loss on associate 160,083 - - -
Interest expense 23,428 28,420 321 431
Interest income (224) (144) (11) (415)
Property plant and equipment written off 78 - 72 -
Allowance for inventory obsolescence 320 191 - -
Inventories written off 101 - - -
Allowance for retirement benefits 100 106 . -
Deferred expenditure writien off . ' 51 - - -
Unrealised foreign exchange loss 8 - - -
Waiver of loan payable to

former subsidiaries - - (431) -
Waiver of interest receivable from '

former subsidiaries ' - - 4 488 -
Share of results of associate (20,936) (25,645) - -

Operating loss before working capital

changes - (391) (4,787) (1,563 (988)
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Company No.: 37918-A

C.I. HOLDINGS BERHAD
(Incorporated in Malaysia)

CASH FLOW STATEMENTS

FOR THE YEAR ENDED 38 JUNE 2003 (CONTD.)

Note

- CASH FLOWS FROM
OPERATING ACTIVITIES

Operating loss before working capital
changes b/f

Decrease/(increase) in inventories
Decrease/(increase) in receivables
Increase/(decrease) in payables

Cash generated from/(used in) operations

Interest paid

Inferest received
Retirement benefits paid
Taxation refund/(paid)

Net cash used in
operating activities

CASH FLOWS FROM
INVESTING ACTIVITIES

Purchase of additional shares in
subsidiaries )
Purchase of other investments
Disposal of subsidiaries,
net of cash and cash equivalents (Note 11(d}))
Advances from/(to) subsidiaries
Repayments from subsidiaries
Dividend received from associate
Proceeds from transfer of property,
plant and equipment to a subsidiary
Proceeds from disposal of property,
plant and equipment '
Purchase of property, plant and equipment

Net cash generated from
investing activities

GROUP COMPANY
2003 2002 2003 2002

RM'000  RM'000 RM'000  RM'000
(391) (4,787) (1,563) (988)
721 (1,307) ; ]
1,703 12,783  (27,880) 1,385
1,984 8,950 733 (1,373)
4,017 15,639 (28,710) (976)
(11,733)  (28,420) (321) (431)
224 144 11 415
(35) (22) - -
76 127 183 (182)
(7,451)  (12,532)  (28,837) (1,174)
- - - (799)
. (21) - (21)

2,990 - 2,550 -
- - 13,937 (4,082)

i . 14,183 6,160

4,566 4,566 - -

- ] - 216

639 385 34 89
(738) (2,714) (17) (117)
7,457 2,216 30,687 1,446
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Company No.: 37918-A

C.I. HOLDINGS BERHAD
{(Incorporated in Malaysia)

FOR THE YEAR ENDED 30 JUNE 2003 (CONTD.)

Note

CASH FLOWS FROM
FINANCING ACTIVITIES

Dividend paid

Proceeds from issue of shares to
minority-lnterests

Repayment of hire purchase and
lease financing

Repayment of short term borrowings

Drawdown of hire purchase

Drawdown of short termn borrowings

Deposits with licensed banks pledged
as secunty

Net cash generated from/
{used in) financing activities

NET INCREASE/(DECREASE} IN
CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS
ATEND OF YEAR 19

GROUP COMPANY
2003 2002 2003 2002
RM'000  RM'000 RM'000  RM'000
(289) (287) (289} (287)
98 - ; )
(636) - (63) .
(11,921) (987) - ;
314
12,202 15,211 11 5
5,100 (5.000) ; }
4,868 8,937 (341) (282)
4,874 (1,379) 1,509 (10)
(2,764) (1,385) 7 17
2,110 (2,764) 1,516 7

The accompanying notes form an integral part of the financtal statements.
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Company No.: 37918-A

C.1. HOLDINGS BERHAD
{Incorperated in Malaysia)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

1. CORPORATE INFORMATION

The principal activities of the Company are investrnent holding and the provision of
management services to its subsidiary companies.

The principal activities of the subsidiares are described in Note 11 to the financial statements.

The Company is a public limited liability company, incorporated and domiciled in Malaysia,
and is listed on the Main Board of the Kuala Lumpur Stock Exchange. The registered office of
the Company is located at 10th Floor, Tower Block, Kompleks Antarabangsa, Jalan Sultan
Ismail, 50230 Kuala Lumpur.

The principal place of business of the Company is located at Level 10, Wisma KFC No.17,
Jalan Sultan Ismail, 50250 Kuala Lumpur.

The numbers of employees in the Group and in the Company at the end of the financial year
~ were 187 (2002: 175) and 14 (2002: 12) respectively.

The financial statements were authorised for issue by the Board of Direciors in accordance with
a resolution of the directors on 22 October 2003.

2. FUNDAMENTAL ACCOUNTING CONCEPT

The Group recorded a loss for the year of RM175.7 million and has net current liabilities of
RM295.6 million as at 30 June 2003. The financial statements of the Group and of the Company
have been prepared on the going concem basis which is dependent on the continued financial
support of the creditors, lenders, sharehoiders as well as the successful implementation of the
Proposed Reorganisation Scheme, the details of which are disclosed in notes 32 (d), (f), (g) and
33.

In the event the Proposed Reorganisation Scheme is not completed in 2 timely basis, the
preparation of the financial statements on a going concern basis may not be appropriate and
accordingly would entail restating assets to their realisable values, accruals for further liabilities
that would arise and classification of all assets and liabilities as current. However, the directors
are of the opinion that the preparation of the financial statements on a going concern basis is
appropriate.

3. SIGNIFICANT ACCOUNTING POLICIES
{a) Basis of Preparation

The financial statements of the Group and of the Company have been prepared under the
historical cost convention unless otherwise stated below and comply with the provisions of
the Companies Act, 1965 and applicable Approved Accounting Standards in Malaysia.
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Company No.: 37918-A

3, SIGNIFICANT ACCOUNTING POLICIES (CONTD.)
{a) Basis of Preparatior_x {Contd.)

During the financial year ended 30 June 2003, the Group and the Company adopted the
following Malaysian Accounting Standards Board ("MASB") Standards for the first time:

MASB 22 Segment Reporting

MASB 23 Impairment of Assets

MASB 24 Financial Instruments: Disclosure and Presentation
MASB 25 - Income Taxes

The effects of adopting MASB 25 are summarised in the Statements of Changes in Equity
and further information is disclosed in Note 28 to the financial statements. The presentation
and classification of items in the segment information in Note 36 of the previous financial
year have been changed to comply with the requirements of MASB 22. The adoption of
MASB 23 and MASB 24 have not given rise t0 any adjustments to the opening balances of
retained profits of the prior and current year or 1o changes in comparatives.

(b} Basis of Consolidation
(i} Subsidiaries

The consolidated financial statements include the financial statements of the Company
and all its subsidiaries. Subsidiaries are those companies in which the Group has a long
term equity interest and where it has power to exercise control over the financial and
operating policies so as to obtain benefits therefrom.

Subsidiaries are consolidated using the acquisition method of accounting. Under the
acquisition method of accounting, the results of subsidiaries acquired or disposed of
during the year are included in the consolidated income statement from the effective
date of acquisition or up to the effective date of disposal, as appropriate. The assets and
liabilities of a subsidiary are measured at their fair values at the date of acquisition and
these values are reflected in the consolidated balance sheet. The difference between the
cost of acquisition and the fair value of the Group's share of the net assets of the
acquired subsidiary at the date of acquisition is included in the consoiidated balance
sheet as goodwill or negative goodwill arising on consolhidation.

Intragroup transactions, balances and resulting unrealised gains are eliminated on
consolidation and the consolidated financial statements reflect external transactions
only. Unrealised losses are eliminated on consolidation unless costs cannof be
recovered.

The gain or loss on disposal of a subsidiary company is the difference between net
disposal proceeds and the Group's share of its net assets together with any unamortised
balance of goodwill and exchange differences which were not previously recognised in
the consolidated income statement.

Minority interest is measured at the minorities' share of the post acquisition fair values
of the 1dentifiable assets and liabilities of the acquiree.
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3.

Company No.: 37918-A

SIGNIFICANT ACCOUNTING POLICIES (CONTD.)
(b) Basis of Consolidation (Contd.)
(ii) Associates

Associates are those companies in which the Group has a long term equity interest and
where it exercises significant influence over the financial and operating policies.

Investments in associates are accounted for in the consolidated financial statements by
the equity method of accounting based on the audited or management financial
staternents of the associates. Under the equity method of accounting, the Group's share
of profits less losses of associates during the year is included in the consolidated
income statement. The Group's interest in associates is carried in the consolidated
balance sheet at cost plus the Group's share of post-acquisition retained profits or
accurnulated losses and other reserves as well as goodwill in acquisition.

Unrealised gains on transactions between the Group and the associates are eliminated to
the extent of the Group's interest in the associates. Unrealised losses are eliminated
unless cost cannot be recovered. ’

{c) Investments in subsidiaries and associates

The Company's investments in subsidiaries and associates are stated at cost less impairment
losses. The policy for the recogmition and measurement of impairment losses is in
accordance with Note 3(m).

On disposal of such investments, the difference between net disposal proceeds and their
carrying amounts is recognised in the income statement.

(d) Property, Plant and Equipment and Depreciation

Property, plant and equipment are stated at cost less accumulated depreciation and
impairment losses. The policy for the recognition and measurement of impairment losses is
in accordance with Note 3(m).

Certain property, plant and equipment were revalued and are stated in the balance sheet at
their revalued amounts, being the fair value on the basis of their existing use at the date of
revaluation. The Group has availed itself of the tramsitional provision in International
Accounting Standard 16 (Revised) - Property, Plant and Equipment', as adopted by the
MASB, by virtue of which a reporting enterprise is allowed to retain revalued amounts on
the basis of their previous revaluations (subject to continuity in depreciation policy and
requirement to write down to recoverable amounts, as applicable), if it does not further
revalue such assets.
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Company No.: 37918-A

3. SIGNIFICANT ACCOUNTING POLICIES (CONTD.)

(d} Property, Plant and Equipment and Depreciation (Contd.}

(e}

)

Freehold land is not amortised. . Leasehold land is amortised in equal instalments over the
period of the respective leases ranging from 60 to 99 years. Quarry improvements are
written off over a period of two years. Depreciation of other property, plant and equipment
is provided for on a straight line basis to write off the cost of each asset to its residual value
over the estimated useful life at the following annual rates:

Buildings 2% -20%
Plant and equipment 5% -25%
Motor vehicles - 20% - 25%
Access road 10% - 20%

Upon the disposal of an item of property, plant and equipment, the difference between the
net disposal procesds and the net carrying amount is recognised in the income statement
and the unutilised portion of the revaluation surplus on that item is taken.directly to retained
profits.

Inventories

Inventories are stated at the lower of cost (determined on the weighted average basis) and
net realisable value. Cost of finished goods and work-in-progress includes direct materials,
direct labour, other direct costs and appropriate production overheads. Net realisable value
represents the estimated selling price less all estimated costs to completion and costs to be
incurred in marketing, selling and distribution.

Cash and Cash Equivalents

For the pﬁrposes of the cash flow statements, cash and cash equivalents include cash on
hand and at bank, deposits at call and short term highly liguid investments which have an
insignificant risk of changes in value, net of outstanding bank overdrafts.

Finance Leases

Assets acquired by way of hire purchase or finance leases are stated at an amount equal to
the lower of their fair values and the present value of the minimum lease payments at the
inception of the leases, less accunmulated depreciation and impairment losses. The
corresponding liability is included in the balance sheet as borrowings. In calculating the
present value of the minmimum lease payments, the discount factor used is the interest rate
implicit in the lease, when it is practicable to determine; otherwise, the Company's
incremental borrowing rate is used.

Lease payments are apportioned between the finance costs and the reduction of the
outstanding liability. Finance costs, which represent the difference between the total leasing
comimitments and the fair value of the assets acquired, are recognised as an expense in the
income statement over the term of the relevant lease so as to produce a constant periodic
rate of charge on the remaining balance of the obligations for each accounting period.
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Company No.: 37918-A

3. SIGNIFICANT ACCOUNTING POLICIES (CONTD.)

()

()

Finance Leases (Contd.)

The depreciation policy for leased assets is consistent with that for depreciable property,
plant and equipment as described in Note 3(d).

Provisions for Liabilities

Provisions for liabilities are recognised when the Group has a present obligation as a result
of a past event and it is probable that an outflow of resources embodying economic benefits
will be required to settle the obligation, and a reliable estimate of the amount can be made.
Provisions are reviewed at each balance sheet date and adjusted to reflect the current best
estimate. Where the effect of the time value of money is material the amount of a provision
is the present vaiue of the expenditure expected to be required to settle the obligation.

Provision for restructuring costs is recognised when the Group has a detailed formal plan
for the restructaring which has been notified to affected parties.

Income Tax

Income tax on the profit or loss for the year comprises current and deferred tax. Current tax
is the expected amount of income taxes payable in respect of the taxable profit for the year
and is measured using the tax rates that have been enacted at the balance sheet date.

Deferred tax is provided for, using the liability method, on temporary differences at the
balance sheet date between the tax bases of assets and liabilities and their carrying amounts
in the financial statements. In principle, deferred tax liabilities are recognised for all taxable
temporary differences and deferred tax assets are recognised for all deductible temporary
differences, unused tax losses and wnused tax credits to the extent that it is probable that

- taxable profit will be available against which the deductible temporary differences, unused

tax losses and unused tax credits can be utilised. Deferred tax is not recognised if the
temporary difference arises from goodwill or negative goodwill or from the initial
recognition of an asset or liability in a transaction which is not a business combination and
at the time of the transaction, affects neither accounting profit nor taxable profit.

Deferred tax is measured at the tax rates that are expected to apply in the period when the
asset is realised or the liability is settled, based on tax rates that have been enacted or
substantively enacted at the balance sheet date. Deferred tax is recognised in the income
statement, except when it arises from a transaction which is recognised directly in equity, in
which case the deferred tax is also charged or credited directly in equity, or when it arises
from a business combination that is an acquisition, in which case the deferred tax is
included in the resulting goodwill or negative goodwill.

Prior to the adoption of MASB 25 Income Taxes on 1 July 2002, deferred tax was provided

for using the liability method in respect of significant timing differences and deferred tax
assets were not recognised unless there was reasonable expectation of their realisation.
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Company No.: 37918-A

3. SIGNIFICANT ACCOUNTING POLICIES (CONTD.)
(j) Retirement Benefits

Provisions for retirement benefits, under a defined benefit plan which is unfunded, is made
in accordance with the provisions stipulated in the Collective Agreements for all eligible
employees of a subsidiary of the Company. This provision is calculated based on a
percentage of the employees emoluments and the length of their service with the Group.
The plan since its inception, has not been subject to review by actuaries, as the directors of
the subsidiary are of the opimion that if an actuary is engaged the effect of additional
provision, if any, in the financial statements is not material and as such does not jusnfy the
cost of engaging an actuary.

(k) Revenue Recognition

Revenue is recognised when it is probable that the economic benefits associated with the
transaction will flow to the enterprise and the amount of the revenue can be measured
reliably.

(i) Sale of goods

Revenue relating to sale of goods is recogmised upon the delivery of products and
customer acceptance, net of sales taxes and discounts, and after eliminating sales within

the Group.

(ii) Progress billings on contracts
Profits accruing on uncompleted contracts where the outcome can be reliably estimated
are recognised on the percentage of completion method which determines the stage of
completion based on the proportion of contract costs incurred for work performed

todate bear to the estimated total contract costs. Provision is made for any foreseeable
losses.

(iii) Management and other fees -

Management and other fees arising from services rendered are recognised as and when
the services are performed.

(iv) Tributes Receivabie

Tributes are recognised on an accrual basis in accordance with the terms of agreement.
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Company No.: 37918-A

3. SIGNIFICANT ACCOUNTING POLICIES (CONTD.)

)

Foreign Currency Transactions

Transactions in foreign currencies are inttially recorded in Ringgit Malaysia at rates of
exchange ruling at the date of the transaction. At each balance sheet date, foreign currency
monetary items are translated into Ringgit Malaysia at exchange rates ruling at that date.
Non-monetary items initially denominated in foreign currencies, which are carried at
historical cost are translated using the historical rate as of the date of acquisition and non-
monetary items which are carried at fair value are translated using the exchange rate that
existed when the values were determined.

All exchange rate difference are taken to the income statement.

The principal exchange rates used for every unit of foreign currency ruling at the balance
sheet date used are as follows:

2003 2002

RM RM
United States Dollar 3.80 © 3.80
Singapore Doltar 2.16 2.15
Euro Dollar o 4.38 3.75

{m) Impairment of Assets

(m)

At each balance sheet date, the Group reviews the carrying amounts of its assets to
determine whether there is any indication of impairment. If any such indication exists,
impairment is measured by comparing the carrying values of the assets with their
recoverable amounts. Recoverable amount is the higher of net selling price and value in use,
which is measured by reference to discounted future cash flows.

An impaimment loss is recognised as an expense in the income statement immediately,
unless the asset is carried at a revalued amount. Any impairment loss of a revalued asset is
treated as a revaluation decrease to the extent of anmy unutilised previously recognised
revaluation surplus for the same asset. Reversal of impairment losses recognised in prior
years is recorded when the impairment losses recognised for the asset no longer exist or
have decreased. ' -

Contingent Liabilities

The Group does not recognise a contingent liability but discloses its existence in the
financial statements. A contingent liability is a possible obligation that arises from past
events whose existence will be confirmed by uncertain future events beyond the control of
the Group or a present obligation that is not recognised because it is not probable that an
outflow of resource will be required to settle the obligation. A contingent liability also
arises in the extremely rare circumstance where there is a liability that cannot be recognised
because it cannot be measured reliably.
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Company No.: 37918-A

3. SIGNIFICANT ACCOUNTING POLICIES (CONTD.)

(0)

Goodwill and Reserves on Conselidation

Goodwill and rteserves on consolidation represent the difference between the cost of
acquisition and the Group's interest in the fair value of the identifiable assets and [iabilities
of subsidiaries at the date of acquisition.

Goodwill is stated at cost less impairment losses. The policy for the recognition and
measurement of impairment losses is in accordance with Note 3 (m). Goodwill arising on

- the acquisition of subsidiaries is presented separately in the balance sheet.

h (p)

Financial Instruments

Financial instruments are recognised in the balance sheet when the Group has bccome a
party to the contractual provisions of the instrument.

Financial instmments are class1fied as liabilities or equity in accordance with the substance
of the contractual arrangement. Interest, dividends, gains and losses relating to a financial
instrument classified as a liability, are reported as expense or income. Distributions to
holders of financial instruments classified as equity are charged directly to equity.
Financial instruments are offset when the Group has a legally enforceable right to offset and
intends to settle either on a net basis or to realise the asset and settle the liability
simultaneously.

(i) Other Non-Current Investments

Non-current investments other than investments in subsidiaries and associates are
stated at cost less impairment losses. The policy for the recognition and measurement
of impairment losses is in accordance with Note 3(m).

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

(i) Receivables

Receivables are carried at anticipated realisable values. Bad debts are writien off when
identified. An estimate is made for doubtful debts based on a review of all outstanding
amounts as at the balance sheet date.

(iti) Payables

Payables are stated at cost which is the fair vatue of the consideration to be paid in the
future for goods and services received.
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3.

Company No.: 37918-A

SIGNIFICANT ACCOUNTING POLICIES (CONTD.)

(p) Finamcial Instruments (Contd.)

(iv) Interest-Bearing Borrowings

(v)

Interest-bearing bank loans and overdrafts are recorded at the amount of proceeds
received, net of transaction costs.

Borrowing costs are charged to the income statement as an expense in the period in
which they are incurred.

Equity Instruments

Ordinary shares are classified as equity. Dividends on ordinary shares are recogmsed in
equity in the period in which they are declared.

The transaction costs of an equity transaction are accounted for as a deduction from
equity, net of tax. Equity transaction costs comprise only those incremental external
costs directly attributable to the equity transaction which would otherwise have been
avoided.

REVENUE

Revenue of the Company represents gross dividends, interest income and management and
other fees receivable from subsidiary companies.

Revenue of the Group represents the imvoiced value of goods sold to third parties, net of
discounts and returns and interest income from finance related activities.

GROUP .~ COMPANY
2003 2002 2003 2002
RM'000  RM'000  RM000  RM'000

Analysis of revenue;

Interest income:

- finance related activities 151 134 - -
- subsidiaries - _ - - 414
Rental of equipment from

subsidiary company - - - 70
Progress billings on contract works 2,629 2,129 - -
Sale of goods 21,696 22,550 - -
Management and other fees from

subsidiary companies’ - - 983 1,410
Tributes received and receivable 2,571 576 - -

27,047 25,389 083 1,894
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Company No.: 37918-A

L.OSS FROM OPERATIONS

Loss from operations is stated after
charging/(crediting):

Auditors' remuneration
Bad debts written off/ (recovered)
Allowance for doubtful debts
Writeback of allowance for doubtful debts
Writeback for bonus no longer required
Depreciation of property, plant
and equipment :
Property, plant and equipment written off
Impairment loss of property, plant .
and equipment
Loss/(gain) on disposal of property,
plant and equipment
Deferred expenditure written off
Directors’ remuneration (Note a)
Interest income
Allowance for retirement benefits
Allowance for inventory obsolescence
Inventories written off
Writeback of allowance for slow
moving inventories
Realised foreign exchange loss
Unrealised foreign exchange loss
Rental of premises
Royalty payable
Waiver of loan payable to
former subsidiaries -
Waiver of interest receivable from

former subsidiaries
Staff costs

GROUP
2003 2002
RM'000  RM'000
111 107
50 (108)
127 .
(225) (1,923)
27 -
1,157 1,308
78 .
718 .
635 (273)
51 _
581 421
(224) (144)
100 106
320 191
101 -
. (272)
65 -
8 -
216 224
48 _
5,639 5,530

COMPANY
2003 2002
RM'000 RM'000

20 15
127 197
72 -

12 (32)
508 334
(11) (415)
104 107
(431) -

4,488 -
455 487
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Company No.: 37918-A

5. LOSS FROM OPERATIONS (CONTD.)

Included in:
(i) Other Operating Income is:

Reversal of overstatement of
special reserve on disposal of
investments in subsidiaries in

* prior years

(if) Administration Expenses are:

Professional fees incurred for
the corporate exercise of the
company which was aborted
on 13 April 2002 save and
except for the Mawar
Acquisition

Professional fees incurred for
the Proposed Reorganisation
Scheme

(iii) Other Operating Expenses are:

Loss arsing from a
subsequent change in the sale
proceeds on the disposal of
C.I. Readymix Sdn. Bhd., a
former subsidiary company

Loss on  disposal  of
subsidiaries

Impairment loss on
investments in subsidiaries

Impairment loss on
investments in associate

GROUP

2003 2002

RM'000  RM'000
(898) -

- 1,654

795 -

545 1,454

3,765 -

160,083 .

COMPANY
2003 2002
RM'(00 RM'060

- 1,654
795 -
1,529 -

4,517 13,600
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Company No.: 37918-A

5. LOSS FROM OPERATIONS (CONTD.)
GROUP COMPANY

2003 2002 2003 2002
RM'000 RM'000 RM'000 RM'000

(a) Directors' remuneration

Directors of the Company

Executive Directors

- salaries and allowances 342 1 326 145
- fees - - - -
- bepefits-in-kind* 38 60 33 55
' 380 237 359 200
Non-Executive Directors :
- emoluments 104 84 104 84
- fees 30 35 30 35
- benefits-in-kind* _ 15 15 ' 15 4. - 15
- 149 134 149 134
529 371 508 334

Directors of subsidiaries

Executive Directors
- other emoluments: 52 50 - -

Total 581 421 508 334

*  Estimated monetary value of benefits-in-kind received and receivable by directors
otherwise than in cash.

The number of directors of the Company whose total remuneration during the year fell
within the following bands is analysed below:

Number of Directors
2003 2002
Non- Non-
Executive Executive Executive Executive
Directors Directors  Directors  Directors
Directors of the Company:

Below RM50,000 - 5 - 4
RM50,001 - RM 160,000 - - - -
RM100,001 - RM150,000 1 - - -
RM 150,001 - RM200,000 : - - - -
RM200,001 - RM250,000 1 - 1 -

Directors of the subsidiaries:
Below RM50,000 - 2 - 2 -
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Company No.: 37918-A

6. FINANCE COSTS

GROUP COMPANY
2003 2002 2003 2002
RM'000 RM'000 RM'0060 RM'600
Bank overdrafts 42 61 - -
Bankers acceptances 219 235 - -
Interest on term loans 20,031 19362 296 126
Interest on advances by
Punca Ibarat Sdn Bhd 2,995 8,888 - -
Hire purchase mterest 63 120 18 31
Lease interest 46 - - -
Interest on overdue invoices 7 - 7 . -
Bank charges 4 1 4 1
Extension fee 98 1,248 - -
Factoring 22 - - -
Processing fee - 123 - -
Intercompany finance expenses - - - 273
23,527 30,038 325 431
7. TAXATION
Tax expense for the year 539 568 70 245
Relating to origination and reversal of
temporary differences (Note 27) (84) (357) - -
(Over)/underprovision of income tax
expense in prior years (2,214) 29 (937) 29
Share of taxation in an associate ' 8.453 8,991 - -
Deferred tax 6,694 9,231 (867) 274

Income tax is calculated at the statutory tax rate of 28% (2002: 28%) of the estimated assessable

profit for the year.

A reconciliation of income tax expense applicable to loss before taxation at the statutory income
tax rate to income tax expense at the effective income tax rate of the Group and of the Company

15 as follows:
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Company No.: 37918-A

7. TAXATION (CONTD.)

2003 2002
RM'000 RM'000
GROUP
Loss before taxation ' : (169,271) (8,281)
Taxation at statutory tax rate of 28% (2002: 28%) | (47,396) (2,319)
Income not subject to tax (22) -
Expenses not deductible for tax purposes 5,954 4411
Utilisation of previously unrecogunised tax losses and :
unabsorbed capital allowances (161) (64)
Deferred tax assets not recognised on unused deduction for
expenses under section 60F of Income Tax Act, 1967 50,143 7,106
Deferred tax assets not recognised on unabsorbed business :
losses and capital allowances 474 - 454
Overproviston of deferred tax in pricr years : = (84) 357}
Overprovision of income tax expense in prior years (2,214) -
Tax expense for the year 6,694 9,231
COMPANY
Loss before taxation ' (12,187) (14,76%)
Taxation at statutory tax rate of 28% (2002: 28%) (3,412) (4,135)
Expenses not deductible for tax purposes 3,451 4,409
Deferred tax assets not recognised on unabsorbed business
losses and capital allowances 31 -
Overprovision of income tax expense in prior years (937) -
Tax expense for the year (867) 274

Tax losses are analysed as follows:

GROUP COMPANY
2003 2002 2003 2002
RM'000 RM'000 RM'000 RM'000

Tax savings fecogﬁised during the year

arising from:
Utilisation of tax losses brought forward
from previous years 23 64 - -

Unutilised tax losses carried forward 3,932 2,613 92 -
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Company No.: 37918-A

7. TAXATION (CONTD.)

GROUP COMPANY
2003 2002 2003 2002
RM'000 RM'00¢6  RM'000 RM'000

Unabsorbed capital allowances are
analysed as follows:

Tax savings recognised during
the year arising from:
Utilisation of current year unabsorbed

capital aliowances . 33 235 - -
Utilisation of unabsorbed capital allowances _
brought forward from previous years - 493 598 - -
Unabsorbed capital allowances _
carried forward 1,732 . 1,934 50 .-

As at 30 June 2003, the Group and the Company have potential deferred tax benefits of
approximately RM1,586,000 (2002: RM1,273,000) and RM403,000 (2002: Nil) respectively
arising principally from tax losses carried forward and unutilised capital allowances, the effects
of which are not included in the financial statements as it is not probable that taxable profit will
be available against which the unused tax losses and unused capital allowances can be utilised.

8. BASIC LOSS PER SHARE
The basic loss per share is calculated based on the loss after taxation and minority interests of
the Group and the Company of RM175,744,000 (2002: RM17,145,000) and RM 11,320,000
(2002: RM15,043,000) respectively and on the number of ordinary shares of RM1.00 each of
57,377,835 (2002: 57,377,835) in issue during the year.

The diluted earnings per share is not shown as it is not applicable to the Group.

9. DIVIDEND
Net Dividead Proposed:
Amount GROUP/COMPANY
2003 2002 Net Dividend per Share
RM'000 RM'000 2003 2002
Sen Sen
First and final dividend of 0.7% less
28% taxation paid during the year
(2002: 0.5% tax exempt) 289 287 0.50 0.50

The directors do not recommend the payment of any dividend for the financial year ended 30
June 2003.
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