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KULIM (MALAYSIA) BERHAD - Company No. 23370-V

Interim report for the financial year ending 31 December 2007

NOTES TO THE INTERIM FINANCIAL REPORT
Basis of Preparation

This interim financial report is unaudited and has been prepared in accordance
with the applicable disclosure provisions of the Listing Requirements of the
Bursa Malaysia Securities Berhad, including compliance with Financial
Reporting Standard (FRS) 134, Interim Financial reporting, issued by the
Malaysian Accounting Standard Board (MASB). The Interim Financial Report
should be read in conjunction with the Group’s audited financial statement for
the year ended 31 December 2006.

The accounting policies and methods of computation used in the preparation of
the interim financial statements are consistent with those used in the
preparation of the last audited financial statements for the financial year
ended 31 December 2006.

Status on Qualification of Audited Financial Statements

The audit report of the Group’s preceding year financial statement was not
qualified.

Seasonality or Cyclicality of Operations

There were no abnormal seasonal factors that affect result for the quarter
under review other than above normal rainfall and floods at the beginning of
the quarter as previously reported.

Unusual Items Affecting Assets, Liabilities, Equity, Net Income or Cash Flows

There were no significant items which unusually affect assets, liabilities,
equity net income or cash flows during the quarter.

Change in Accounting Estimates

There were no changes in estimate of amount reported in prior interim period
or financial year that have a material effect in the current financial quarter for
the current financial period.

Debt and Equity Securities

There was no cancellation, repurchase, resale and repayment of debt and
equity securities during the quarter except on loan repayment in accordance
with the loan repayment schedule.

Dividend Paid

A second interim dividend of 10% Gross less 28% tax for the financial year 2006
was declared on 28 November 2006 and paid on 26 January 2007.

Segmental Information

Segmental information for the current financial year based on geographical
locations and business segments within the geographical locations are as
follows:
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Papua
New
Malaysia Guinea & Indonesia Group
Solomon
Island
REVENUE RM’000 RM’000 RM’000 RM’000
External sales 379,717 184,904 5,699 570,320
Plantation operations 56,972 184,904 5,699 247,575
Manufacturing 209,222 209,222
Oleochemicals 206,818 206,818
Rubber based products 2,404 2,404
Biodiesel - -
Quick Service Restaurants 103,801 103,801
Management Services 7,802 7,802
Property Investment 1,575 1,575
Other investment income 345 345
RESULTS
Plantation operations 3,188 65,484 (6,279) 62,393
Manufacturing 11,085 11,085
Oleochemicals 11,263 11,263
Rubber based products (159) (159)
Biodiesel (19) (19
Quick Service Restaurants 17,764 17,764
Subsidiary 8,016 8,016
Significant Associate (of Subsidiary) 9,748 9,748
Management Services 2,258 2,258
Property investment (83) (83)
Other Associated companies (56) (56)
Investment income 276 276
Interest income 211 211
Proflt/(Loss)_befor_e interest 34,643 65,484 (6,279) 93,848
and exceptional item
Add/(Less):
Interest expense (14,745) (208) (2,001) (16,954)
Profit/(Loss) before taxation 19,898 65,276 (8,280) 76,894
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Papua
New
Malaysia Guinea & Indonesia Group
Solomon
Island
RM’000 RM’000 RM’000 RM’000
OTHER INFORMATION
Total segment assets 3,311,741 873,739 | 116,046 | 4,301,526
Plantation operations 2,350,128 873,739 116,046 3,339,913
Manufacturing 614,164 614,164
Oleochemicals 578,238 578,238
Rubber based products 10,530 10,530
Biodiesel 25,396 25,396
Quick Service Restaurants 222,013 222,013
Management Services 39,931 39,931
Investment Property 85,505 85,505
Associated companies 445,881 445,881
Unallocated corporate assets 20,660 20,660
Total segment liabilities 1,536,150 127,461 10,006 1,673,617
Plantation operations 898,716 127,461 10,006 1,036,183
Manufacturing 327,888 327,888
Oleochemicals 327,006 327,006
Rubber based products 867 867
Biodiesel 15 15
Quick Service Restaurants 282,656 282,656
Management Services 25,406 25,406
Property investment 1,484 1,484
Unallocated corporate liabilities 158,516 110,148 268,664
Capital expenditure 29,440 18,498 21,278 69,216
Plantation operations 3,535 18,498 21,278 43,311
Manufacturing 20,079 20,079
Oleochemicals 7,363 7,363
Rubber Based products - -
Bio-diesel 12,716 12,716
Quick Service Restaurant 5,714 5,714
Others 112 112
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Papua
New
Malaysia Guinea & Indonesia Group
Solomon
Island
RM”000 RM’000 RM”000 RM*000
Depreciation and amortization 17,585 12,715 949 31,249
Plantation operations 8,619 12,715 949 22,283
Manufacturing - Oleochemicals 3,918 3,918
Quick Service Restaurant 5,008 5,008
Others 40 40
Non-cash expenses other 11,899 (258) 4,572 16,213
Than Depreciation

Valuation of Property, Plant and Equipment

The carrying value of land and estate development expenditure for the Group
except those located overseas, is based on valuation carried out on 31°%
December 1997 by an independent qualified valuer using the open market
method of valuation to reflect their fair value. However, in 2006, the Group
changed its accounting policy on estate development expenditure in Malaysia
from valuation model to cost model by stating the estate development
expenditure to its initial cost and the change effect from the adoption of FRS
117, leases. Other than changes resulting from these change in accounting
policy the carrying value was brought forward without any amendment.

Material Events Subsequent to the End of the Interim Period

There were no material events subsequent to the end of the interim period
that merit reporting.

Changes in the Composition of the Group

The composition of the Group has not changed during the quarter under
review.

Changes in Contingent Liabilities or Contingent Assets

Since the last Balance Sheet date, there were no material changes in
contingent liabilities and contingent assets.

Capital Commitment

Authorised capital expenditures not provided for in the financial statements as
at 31 March 2007 are as follows:

RM’000
Contracted 56,712
Not contracted 95,571
152,283
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Impairment of Assets

There was no impairment loss recognised by the Company and the Group during
the quarter.

ADDITIONAL INFORMATION REQUIRED BY THE BURSA MALAYSIA LISTING
REQUIREMENT

Review of the Performance of the Company and Its Principal Subsidiaries
Group Results and update

The Group’s revenue for the quarter under review increased by 52% compared
to the corresponding quarter 2006. QSR contributed 53% to the increase
compared to nil contribution in the first quarter 2006. NBPOL recorded strong
revenue growth contributing 32% to the increase followed by Natural
Oleochemical contributing 17% to the increase. The Group’s Indonesia
plantation revenue clipped the revenue increase by about 4%. This follows the
disposal of the Group’s Sumatra plantations completed at the end of first
quarter 2006.

QSR Group contributed its maiden first quarter result to the Group with its
Group’s operational profit of RM17.76 million.

NBPOL recorded an impressive first quarter result almost doubling its
operational profit to RM65.49 million compared to the corresponding quarter
2006. Overall, Group’s result after tax declined by 12% compared to the
corresponding quarter 2006. The quarter’s result is affected by higher finance
cost and higher taxes compared to the corresponding quarter 2006 in addition
to the effect of one off non taxable profit contribution of RM28.76 million
accounted for in the first quarter 2006, arising out of the disposal of Sumatra
Plantation.

Operationally, the plantation sector produced 342,407mt ffb for the quarter
and over this period it milled 432,913 mt ffb. The Group’s average OER for the
first quarter is at 20.96%.

Quick Service Restaurant sector is seeing good revenue growth particularly for
KFC compared to the corresponding quarter 2006.

The Oleohemical division is operating in challenging environment. Palm related
feedstock cost is higher compared to a year ago. The effect is softened by
some improvement in the Group’s fatty Acids product sale prices. Despite
facing higher feed stock cost the division managed to post better result for the
1% quarter compared to its corresponding quarter 2006.

On the Equity front, strong run in the Kulim Share price has encouraged steady
conversion of Kulim warrants into new shares.

The MGO launched by QSR on KFC has lapsed. At the close on 23 April 2007 QSR
shareholding in KFC remained at 42.89%, its position subsequent to new share
purchase and just before the MGO was launched.
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(b)

Operational results

Plantations:

0

(i)

Plantation Operation - Malaysia

The Group’s ffb production for the 1° quarter 2007 is at 97,443mt.
This is 12.33% lower compared to the ffb production for the
corresponding quarter 2006 of 111,143mt.

The Group’s OER for the 1% quarter 2007 is at 18.49% compared to
18.94% for the corresponding quarter 2006.

Total ffb processed by the Group mills for the 1°* quarter 2007 was
30.88% lower compared to the corresponding quarter 2006. This
level of processing is inclusive of crops purchased from outside the
Group. The significant drop in ffb harvest is generally shared by
other producers in Johor and is affecting the Group Malaysia’s
operational result.

Malaysian plantation operation achieved CPO and PK price averages
of RM1,649.84 and RM883.49 per mt respectively for the 1°* quarter
2007, compared to RM1,422.07 and RM993.09 per mt for CPO and
PK respectively for the corresponding quarter 2006.

Plantation Operation - Papua New Guinea & Solomon
Island

NBPOL produced 204,848mt ffb in the 1% quarter 2007 which is
18.06% higher compared to the corresponding quarter 2006.
Together with crops purchased from outside the Group, NBPOL
processed 307,100mt ffb which is 17.31% higher compared to the
corresponding quarter 2006.

NBPOL average Crude Palm Oil extraction rate for the 1°** quarter
2007 is at 22.16% as compared to 22.19% achieved in the
corresponding quarter 2006. Price averages on fob basis is at
K1,716.78 per mt CPO which approximate to RM2,020 per mt
compared to first quarter 2006 price average of RM1464.37.

RBDP Olein price average local sales and export on fob basis is at
K1,819.10 per mt approximate to RM2,141 per mt compared to first
guarter 2006 price average of RM1552.28.

GPPOL ffb production for the first quarter 2007 was at 3,418 mt
and OER achieved at 22.40%.
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(iii) Plantation Operation - Indonesia

Ffb production for Indonesia operation for the 1°* quarter 2007 is at
28,246mt an increase of 26.30% compared to the corresponding
guarter 2006 excluding the sold Sumatra plantation production.

As at the end of the quarter under review the Group has 22,491
hectares planted of which 14,514 hectares are matured. During the
quarter under review 2,775 hectares were added to the planted
areas.

The Group’s newly completed Palm Oil mill at PT Graha Cakra
Mulia, Kalimantan is in operation from late March 2007. Its initial
OER is at 20.5%.

Manufacturing:

The Oleochemicals division’s revenue for the 1% quarter 2007 was at
RM206.82 million which is 16.16% higher compared to the corresponding
quarter 2006.

Natoleo’s PBT for the 1% quarter 2007 at RM9.26 million is 46% higher
compared to the corresponding quarter 2006.

The division is enduring increases in costs of its feedstock which rises
ranging from 7% to 17% during the quarter. On the positive there were
improvements in price of its main product, Fatty Acids with price
increase of about 10%.

Quick Service Restaurants:

This reporting quarter is the division’s commencement of first full year
contribution toward the Group’s result.

Comparatively the division is seeing increase in revenue with KFC
showing a more prominent increase of 14.05% compared to the
corresponding quarter 2006.

Property Investment:

The Group’s office tower, the Menara Ansar in Johor Bahru recorded a
higher operation deficit of RM0.83 million for the 1% quarter 2007
compared to deficit of RM0.38 million in 2006. Tenancies termination is
contributing to poorer result. Post quarter end tenancy is improving and
is expected to further improve by end second quarter this year should
the ongoing negotiation for new tenancy is successful.
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Material Changes in the Quarterly Results

PNG’s operation is performing very well this quarter with higher production
and higher price averages achieved on sales.

QSR Brands Bhd also contributed to higher Group’s result in this reporting
guarter being its first full year commencing quarter contribution to the Group’s
result.

Despite facing significant strengthening in its feedstock costs, Natural Oleo
Chemical division is contributing higher operational profit in this reporting
quarter.

Malaysia plantation operation is suffering from lower production and lesser
positive effect of palm products price uptrend as the Group have sold some
gradually forward from last year.

Current Year Prospects

Palm products prices have strengthened quite significantly since September
2006 and prices appeared maintainable for months ahead. Whilst Malaysian
operation have sold gradually forward from last year the Group’s PNG
operation is expected to be well rewarded from the strong price trends should
this remain at levels traded at the date of this report which exceeded RM2,300
per mt CPO. Solomon operation is expected to contribute positively to the
Group’s result being its first full year in operation with larger areas
rehabilitated and available for harvest.

QSR Brands Bhd and its significant associate KFC Holdings (M) Bhd are projected
to continue growing with higher revenue from existing stores as well as from
new stores targeted to be opened throughout the year.

The Oleochemicals division started the year upbeat and the Group is hopeful
that this will continue.

The construction of Biodiesel plants at Tg Langsat Johor and at Jurong
Singapore are progressing within schedule and are expected to be on stream
around July/August 2007. The scenario and prospect for Biodiesel may have
changed significantly with very strong price uptrend on its feedstock costs.
The Group would closely monitor the situation

Profit Forecast/Profit Guarantee

The Company is not subject to any profit forecast or profit guarantee
requirement.



BS.

B6.

B7.

KULIM (MALAYSIA) BERHAD - Company No. 23370-V

Interim report for the financial year ending 31 December 2007

Taxation
CURRENT QUARTER CUMULATIVE QUARTERS
1Jan to 1 Jan to 1 Jan to 1 Jan to
31 March 31 March 31 March 31 March
2007 2006 2007 2006
RM’000 RM’000 RM’000 RM’000
Current Taxation (21,978) (12,214) (21,978) (12,214)
-Malaysia (4,517) (3,021) (4,517) (3,021)
-Overseas (17,461) (9,193) (17,461) (9,193)
Transfer to deferred
Taxation (188) (3,633) (188) (3,633)
-Malaysia (216) (3,633) (216) (3,633)
-Overseas 28 - 28 -
Total (22,166) (15,847) (22,166) (15,847)

The tax rate is reflective of the official tax rates in the countries that the Group
operates. The rate is higher compared to the corresponding quarter in 2006 due
to significant contributory items to profits realized in the corresponding quarter
2006 from assets disposal not attracting taxes.

Sale of Unquoted Investments and/or Properties

CURRENT QUARTER
1 Jan 2007 - 31 March 2007

CUMULATIVE QUARTERS
1 Jan 2007 - 31 March 2007

RM’000 RM’000
Nil Nil
Financial Assets at Fair Value (Quoted Securities)
(@) The particulars of purchase or disposal of quoted securities by the
Group are as follows :-
THIS YEAR
CURRENT CUMULATIVE
QUARTER QUARTERS
1 Jan - 31 March 1 Jan - 31 March
2007 2007
RM’000 RM’000
Total Purchase consideration - -
Total Sale proceeds - -
Total Profit/(Loss) on Disposals - -
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(b)

Status of Uncompleted Corporate Announcement

Investment as at 31 March 2007.

Held as Long Term Held as Current
Investments Assets TOTAL
RM’000 RM’000 RM*000
At cost 37,894 5,058 42,952
At book value 5,173 2,855 8,028
At market value 12,444 2,880 15,324

As at end of the quarter under review there were no uncompleted Group
announcements on corporate proposals with the exception of QSR Brands Bhd
Mandatory General Offer (MGO) for KFC Holdings (Malaysia) Bhd (KFCH). At the
closed of the MGO on 23 April 2007 the Group does not hold in aggregate more
than 50% of the voting shares of KFCH. The offer has lapsed and QSR combined
holding in KFCH stands at 42.89%.

Borrowings and Debt Securities

As at As at
31 March 2007 | 31 Dec 2006
RM’000 RM’000
Term Loans

Secured - denominated in RM 943,615 934,923
- denominated in USD 175,611 163,278
- denominated in SDR 21,897 22,295

Less : Due within 12 months
(reclassified to short term borrowings) (168,800) (188,116)
Total - Term Loan 972,323 932,380
Short Term Borrowings (reclassified) 168,800 188,116
Bank overdrafts - secured - -
- unsecured - 26,598
Short term bank borrowings - secured 227,681 174,392
- unsecured 27,000 -
Total - Short Term Borrowings 423,481 389,106
Total Borrowings 1,395,804 1,321,486

Financial Instruments with Off Balance Sheet Risk

(@)

(b)

As at 31 March 2007, there were outstanding warrants of 36,685,437.
Each warrant entitles its registered holder to subscribe to one (1) new
ordinary share of RM0.50 each in the Company at a revised exercise
price of RM2.43 per share.

Commodity futures contracts entered
companies outstanding as at 23 May 2007 (being a date not earlier than
7 days from the date of issue of the quarterly report) are as follows:

Sale Contract

Purchase Contract

RM’000

132,397
(32,558)

10

Maturity Pe

into by certain subsidiary

riod

May 2007 to Dec 2009
May 2007 to Dec 2008
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The above exchange traded commodity contracts were entered into
with the objective of managing and hedging the Group’s exposure to
adverse price movements in vegetable oil commodities.

The associated credit risk is minimal as these contracts were
entered into with Brokers of commodity exchange. Gains or losses
arising from contracts entered into as hedges of anticipated future
transactions are deferred until the date of such transactions at
which time they are included in the measurement of such
transactions gains or losses on contracts which are no longer
designated as hedges are included in the Income Statement.

Forward foreign exchange contracts are entered into by a subsidiary
company in currencies other than its functional currency to manage
exposure to fluctuations in foreign currency exchange rate on specific
transactions. Currently, the Group’s policy is to enter into forward
foreign exchange contracts for up to 30% of such foreign currency
receipts where company is able to enjoy premium market swap point
and up to 80% of such foreign currency payment over the following
year. However it is subject to review by management from time to
time due to the currency market trend and situation.

At 31 March 2007, the settlement dates on open forward
contracts range between 1 and 12 months. The foreign currency
amounts and contractual exchange rate for the group’s outstanding
contracts are as follows:

RM’000
Hedged item Currency Equivalent Contract rate
Trade receivables:
uUsD78,529,458 usb 274,673 1USD = RM3.4977
Trade receivables:
EUR EUR 1EUR =0
Future sales of
goods over the
following
6 months: usD Nil
Future purchase
of equipments EUR Nil 1EUR =

EURNIl

The fair values of outstanding forward contracts of the group at the
Balance Sheet date approximate their carrying amounts.

The net unrecognised gain as at 31 March 2007 on open contracts
which hedge anticipated future foreign currency sales amounted to
RM495,703. These net exchange gains are deferred until the related
sales are transacted, at which time they are included in the
measurement of such transactions.

11
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MATERIAL LITIGATION, CLAIMS AND ARBITRATION

Status of the legal suits against/by Kulim in relation to the above acquisition is
as follows:-

€]

Suit No D5-22-899-2005: Firstcrest Global Ltd, Batemans Capital
Ltd, Cogent Management Ltd and Eagle Option Sdn Bhd vs. Kulim,
Indexia, Naunton, Yates and UOB Kay Hian.

The Plaintiffs are seeking a declaration that the Agreements are void
and for a permanent injunction restraining the defendants from
disposing or dealing with or negotiating for the sale or diminishing the
value of any of their QSR Shares which had been sold to FGL, CML and
BCL vide Shares Sale Agreements dated 20 April 2005, to any other
party (other than to FGL, CML and BCL) including Kulim. Based on the
Statement of Claim, the QSR Shares purportedly sold to FGL by Indexia
were 6,173,110 QSR Shares; the QSR Shares purportedly sold to CML by
Naunton were 5,416,200 QSR Shares and the QSR Shares purportedly
sold to BCL by Yates were 8,143,400 QSR Shares.

The Plaintiffs had obtained an Interim (Ex-Parte) Injunction Order
which was served on Kulim on 1 July 2005, inter alia restraining
Indexia, Naunton, Yates and UOB Kay Hian from dealing with the said
QSR Shares with other parties including but not limited to Kulim.

Indexia, Yates together with Naunton separately filed applications to
set aside the Interim (Ex-Parte) Injunction Order which were both
scheduled to be heard on 20 July 2005.

On 20 July 2005 both the said applications were adjourned for mention
on 22 July 2005 and the Court proceeded to hear the Plaintiffs'
application to extend the Interim (Ex-Parte) Injunction Order and
heard submissions by the counsels of both the Plaintiffs and Indexia,
Yates, Naunton and Kulim. The Judge reserved his decision to 22 July
2005. In the interim, the Judge extended the Interim (Ex-Parte)
Injunction to 22 July 2005. On 22 July 2005, the Plaintiffs' application
to extend the Interim (Ex-Parte) Injunction was dismissed with costs.

On 22 July 2005 the Plaintiffs' solicitors filed a Notice of Appeal under
Civil Appeal No. W-02-785-2005 to the Court of Appeal against the
whole of the decision at the High Court on 22 July 2005 to dismiss with
cost the Plaintiffs' application to extend the Interim (Ex-Parte)
Injunction Order.

Kulim has applied to strike out the Writ and Statement of Claim and
also to strike out the amendments made without Leave to the
Statement of Claim by the Plaintiff.

On 22 March 2006 the Court of Appeal had dismissed with costs the
appeals filed by Firstcrest, Cogent, Batemans, Chain Valley and Eagle
Option against orders of the High Court dismissing their applications for
injunctions to restrain the sale of 29,290,610 ("12.2% Block") shares of
QSR Brands Bhd to Kulim. Federal Court had on 14 April 2006 granted
leave on limited grounds to Firstcrest Global Limited, Cogent
Management Limited, Batemans Capital Limited, Chain Valley

12
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(2

Management Limited and Eagle Option Sdn Bhd ("Applicants") to appeal
against the decisions of the High Court on 22 July 2005 and of the
Court of Appeal on 22 March 2006, which upheld the decision of the
High Court to dismiss the application for injunction by the Applicants
against Kulim and various vendors in respect of the shares in dispute
amounting to 12.2% of the issued and paid up capital of QSR Brands
Berhad ("12.2% Block").

Kulim’s application for taxation of costs will be heard on 15 June 2007.

On 24 April 2006 the Federal Court had unanimously dismissed the
application by Firstcrest Global Limited, Cogent Management Limited,
Batemans Capital Limited, Chain Valley Management Limited and Eagle
Option Sdn Bhd ("Applicants") for interim preservation orders to
restrain Kulim from exercising voting rights attached to the shares in
dispute amounting to 12.2% of the issued and paid up capital of QSR
Brands Bhd ("12.2% Block) and to have all dividends and distributions
payable on the said 12.2% Block paid into a stakeholders' account.
Therefore, there is no restriction on Kulim's right to vote on the 12.2%
Block.

However, the Federal Court has ordered that Kulim shall not, with
effect from 24 April 2006, directly or indirectly, either by itself or
through its servants, agents, nominees or otherwise, sell, transfer,
dispose, mortgage or pledge the 12.2% Block until the said appeal is
disposed. CIMSEC Nominees (Tempatan) Sdn Bhd ("CIMSEC"), the
nominees of the present mortgagees of the 12.2% Block and the
present chargees and mortgagees are not affected by the said order.
The Appeals proper were heard before the Federal Court 5, 6 June
2006 and on 7 June 2006 the Federal Court dismissed the appeals with
costs.

Meanwhile, Kulim’s Application to strike out the Plaintiff’s Amended
Writ and Statement of Claim made without leave was dismissed. Kulim
was directed by the Court to file its defence to the Amended Writ &
Statement of Claim.

On 26 April 2006 the Applicants obtained ex parte leave to commence
Committal Proceedings against Kulim and all Directors of Kulim in
respect of an alleged breach of an undertaking by Kulim for pledging
the 12.2% Block to CIMSEC. Kulim’s solicitors have prepared an
application to set aside the leave.

Suit No D5-22-942-2005: Chain Valley Management and Eagle Option
vs. Kulim, Indexia and UOB Kay Hian

The Plaintiffs are seeking a declaration that the Indexia Principal and
Supplementary Agreements are void ab initio and for a permanent
injunction restraining the defendants from disposing or dealing with or
negotiating for the sale or diminishing the value of any of the
9,557,900 QSR Shares which had been sold to CVM.

13
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The Plaintiffs had applied for an ex parte interim injunction (“Interim
Injunction’) but the Court has ordered that the application be heard
inter partes on 20 July 2005 and that the cause papers be served on the
defendants. However, on 20 July 2005, the hearing of the Interim
Injunction application was adjourned to 22 July 2005 for hearing. On 22
July 2005, the Plaintiffs” application for an Interim Injunction was
dismissed with costs.

On 22 July 2005 the Plaintiffs” solicitors filed a Notice of Appeal under
Civil Appeal No. W-02-786-2005 to the Court of Appeal against the
whole of the decision at the High Court on 22 July 2005 to dismiss with
cost the Plaintiffs' application for an Interim Injunction.

Kulim has applied to strike out the Writ and Statement of Claim and
also to strike out the amendments made without Leave to the
Statement of Claim by the Plaintiff.

On 22 March 2006 the Court of Appeal had dismissed with costs the
appeals filed by Firstcrest, Cogent, Batemans, Chain Valley and Eagle
Option against orders of the High Court dismissing their applications for
injunctions to restrain the sale of 29,290,610 ("12.2% Block™) shares of
QSR Brands Bhd to Kulim. Federal Court had on 14 April 2006 granted
leave on limited grounds to Firstcrest Global Limited, Cogent
Management Limited, Batemans Capital Limited, Chain Valley
Management Limited and Eagle Option Sdn Bhd ("Applicants") to appeal
against the decisions of the High Court on 22 July 2005 and of the
Court of Appeal on 22 March 2006, which upheld the decision of the
High Court to dismiss the application for injunction by the Applicants
against Kulim and various vendors in respect of the shares in dispute
amounting to 12.2% of the issued and paid up capital of QSR Brands
Berhad ("12.2% Block").

Kulim’s application for taxation of costs will be heard on 15 June 2007.

On 24 April 2006 the Federal Court had unanimously dismissed the
application by Firstcrest Global Limited, Cogent Management Limited,
Batemans Capital Limited, Chain Valley Management Limited and Eagle
Option Sdn Bhd ("Applicants”) for interim preservation orders to
restrain Kulim from exercising voting rights attached to the shares in
dispute amounting to 12.2% of the issued and paid up capital of QSR
Brands Bhd ("12.2% Block) and to have all dividends and distributions
payable on the said 12.2% Block paid into a stakeholders' account.
Therefore, there is no restriction on Kulim's right to vote on the 12.2%
Block.

However, the Federal Court has ordered that Kulim shall not, with
effect from 24 April 2006 , directly or indirectly, either by itself or
through its servants, agents, nominees or otherwise, sell, transfer,
dispose, mortgage or pledge the 12.2% Block until the said appeal is
disposed. CIMSEC Nominees (Tempatan) Sdn Bhd ("CIMSEC"), the
nominees of the present mortgagees of the 12.2% Block and the
present chargees and mortgagees are not affected by the said order.
The Appeals proper were heard before the Federal Court 5, 6 June
2006 and on 7 June 2006 the Federal Court dismissed the appeals with
costs.

14
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3)

4)

Meanwhile, Kulim’s Application to strike out the Plaintiff’s Amended
Writ and Statement of Claim made without leave was dismissed. Kulim
was directed by the Court to file its defence to the Amended Writ &
Statement of Claim.

On 26 April 2006 the Applicants obtained ex parte leave to commence
Committal Proceedings against Kulim and all Directors of Kulim in
respect of an alleged breach of an undertaking by Kulim for pledging
the 12.2% Block to CIMSEC. Kulim’s solicitors have prepared an
application to set aside the leave.

Suit No D2-24-315-2005 QSR v Kulim, Wisdom, OSK Nominees
(Tempatan) Sdn Bhd, AmSec Nominees (Tempatan) Sdn Bhd, Enigma
Sinar Sdn Bhd and RHB Nominees (Tempatan) Sdn Bhd.

QSR sought to restrain, inter alia, the holding of the extraordinary
general meetings requisitioned called the 3™, 4" 5" and 6th
Defendants for the purpose of removing certain QSR directors and to
restrain Kulim from voting until Kulim issued the offer document. On
15 September 2005, the Summons in Chambers application was
dismissed with costs. The date for the hearing on the Originating
Summons has yet to be fixed.

Suit No D3-22-1469-2005 Four individual shareholders of QSR v
Kulim together with Datuk Haji Ishak bin Ismail (“‘Datuk Ishak™),
Wisdom, Bursa Securities and SC

Four individual shareholders of QSR are defendants claiming, inter alia,
for the freezing of the transfer of the 48,003,000 QSR Shares sold to
Kulim under the Wisdom Agreement, that Datuk Ishak and Wisdom and
parties acting in concert with them be ordered to make a general offer
based on the highest price for QSR shares acquired by the Wisdom
Concert parties, that if no order is granted compelling the said parties
to make a general offer, the Offer made by Kulim should be at the
highest price paid by the Wisdom Concert parties, damages and other
reliefs.

The ex parte injunction of 11 October 2005 was set aside by the High
Court on 25 October 2005 (“Setting Aside Order”) who also ordered
that damages be assessed and costs awarded and paid to Kulim and the
other Defendants. On 25 October 2005, the Plaintiffs had filed a Notice
of Appeal against the Setting Aside Order and applied for and have
obtained an ex parte order for a stay pending the hearing of the
Appeal. However the 48,003,000 QSR Shares were credited to Kulim’s
CDS account prior to the grant of the ex parte stay order.

The Appeal proper in respect of the Setting Aside Order has yet to be
heard.

Kulim has filed for two (2) applications for leave to appeal the decision
of the Court of Appeal granting the stay order to the Federal Court
which applications were heard on 25 May 2006 for case management
and were further fixed for hearing on 1 June 2006.
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7

On 1 June 2006 the Federal Court adjourned the hearing of Kulim’s
applications for leave to a date to be fixed.

Kuala Lumpur High Court Application for Judicial Review No. R2-25-
220-2005 and Civil Appeal W-02-1216-05 QSR Brands Berhad v
Securities Commission of Malaysia and Kulim (Malaysia) Berhad

On 26 October 2005, Kulim’s Solicitors were served with an ex parte
application for leave for judicial review filed by QSR against the SC and
Kulim. On 17 November 2005 the High Court dismissed the application
for leave. QSR filed an appeal against the decision of the High Court
refusing leave which appeal was heard on 7 December 2005 and
dismissed with costs. QSR has filed an appeal to the Federal Court
which appeal is fixed for hearing on 15 August 2006.

On 27 March 2006 QSR obtained leave to commence Committal
Proceedings against all the Directors of Kulim in respect of the issue of
the Offer Document. On 6 July 2006, Kulim’s application to set aside
the leave to commence committal proceedings was allowed with costs.

Suit No . D2-22-105-2006 Kulim v QSR

On 25 January 2006 Kulim filed a Writ of Summons vide Kuala Lumpur
High Court Suit No. D2-22-105-2006 against QSR seeking inter alia, a
declaration that the proposed private placement of up to 10% of the
issued and paid up capital of QSR which was announced by QSR on 30
December 2005 (“Proposed Private Placement™) is ultra vires Article
4(iv) of the Articles of Association of QSR and orders to restrain the
implementation of the Proposed Private Placement until Kulim’s
representatives have been appointed to the Board of QSR and have had
opportunity to consider the Proposed Private Placement and until
related legal suits have been disposed off. The application of Kulim for
an interlocutory injunction to restrain inter alia the implementation of
the Proposed Private Placement and other corporate proposals adverse
to the interest of Kulim was granted on 15 February 2006. QSR has
filed an appeal to the Court of Appeal on the same day which is to be
heard on 18 May 2006 and at the request of QSR, the appeal was
postponed to a date to be fixed.

Suit No . D7-22-848-2006 (S3-22-90-2006) Firstcrest Global Limited
and 4 others against Kulim, Cimsec Nominees (Tempatan) Sdn Bhd
(“CIMSEC™"), CIMB Berhad, Bumiputra-Commerce Bank Berhad, OCBC
Bank (Malaysia) Berhad, and OCBC Ltd (Labuan Branch)

On 15 February 2006 Kulim was served a Writ of Summons in respect of
Kuala Lumpur High Court Suit No. S3-22-90-2006. The Writ was filed by
Firstcrest Global Limited and 4 others against Kulim, Cimsec Nominees
(Tempatan) Sdn Bhd (“CIMSEC™), CIMB Berhad, Bumiputra-Commerce
Bank Berhad, OCBC Bank (Malaysia) Berhad, and OCBC Ltd (Labuan
Branch). The Plaintiffs are seeking, inter alia, declarations that Kulim
is holding 29,260,610 QSR shares (“12.2% Block™) as trustee for the
Plaintiffs and seeking an injunction against Kulim and CIMSEC to
prevent the disposal or dealing with the 12.2% Block. Kulim has
instructed its solicitors to resist the Plaintiffs’ claim.
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On 20 March 2006 Kulim’s solicitors filed an application to strike out
the action or alternatively that the action be transferred and heard
together with Kuala Lumpur High Court Suit No. D5-22-899-2005 and
Kuala Lumpur High Court Suit No. D5-22-942-2005 with all further
proceedings in the action therein be stayed pending such transfer and
further directions to be obtained from the Judge having conduct of the
Suit Nos. D5-22-899-2005 and D5-22-942-2005. This application was set
for hearing on 23 May 2006 but was adjourned at the request of the
Plaintiff.

On 6 September 2006, the Plaintiff’s solicitors has applied to withdraw
the matter and agreed to pay costs of the action to the Defendants to
be taxed. The Defendants’ solicitors applied that the withdrawal shall
be without liberty to file afresh. The Court then decided that the
matter be struck off without liberty to file afresh and the Plaintiffs to
pay costs to the Defendants. The Plaintiff has appealed against the said
Order in respect of that part of the order denying the Plaintiffs liberty
to file afresh and the appeal is fixed for Hearing on 12 September
2007.

Suit No. D5-22-852-2006

QSR BRANDS BERHAD

CHAI SING HONG

RAZMI BIN ALIAS

LIM KUAN YEW

AHMAD AZNAN BIN MOHD NAWAWI

TOH CHUN WAH ..PLAINTIFFS

OO0, WN B

against

KULIM (MALAYSIA) BERHAD

CIMSEC NOMINEES (TEMPATAN) SDN BHD

AHAMAD BIN MOHAMAD

TAN SRI DATO” MUHAMMAD ALI BIN HASHIM

JAMALUDIN BIN MD ALI

SHEIK SHARUFUDDIN BIN SHEIK MOHD

WONG SENG LEE

KUA HWEE SIM

MOHAMMAD BIN ALWI

0. IDHAM JIHADI BIN ABU BAKAR ..DEFENDANTS

POoo~NoobhwNPRE

On 7 June 2006, Kulim has been served with an unsealed writ
instituted by QSR and 5 former directors of QSR in respect of the
proceedings and resolutions passed at the Extraordinary General
Meeting (“EGM™) of QSR held on 7 June 2006. The Defendants are,
inter alia, Kulim, some of its directors, and CIMSEC Nominees
(Tempatan) Sdn Bhd.

In addition, on 8 June 2006, Kulim’s Solicitors were served with the
unsealed application for inter alia interim orders restraining the
Defendants either by themselves or agents from implementing, giving
effect, causing to be implemented or giving effect the resolutions
passed at the said EGM including the resolutions appointing the 3™ to
10" Defendants as directors of QSR, the 3™ to 10" Defendants holding
out, representing themselves, acting, carrying out duties and functions
as directors of QSR.
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The matter which was fixed for hearing on 15 June 2006 was adjourned
to 21 June 2006 for the hearing of the Plaintiffs’ application for
injunctions and orders to:-

0 restrain the Defendants either by themselves or agents from
implementing, giving effect, causing to be implemented or giving
effect the resolutions passed at the said EGM including the
resolutions appointing the 3™ to 10" Defendants as directors of
QSR,

o restrain the 3™ to 10" Defendants holding out, representing
themselves, acting, carrying out duties and functions as directors
of QSR. The 1% to 10™ Defendants are to be restrained and an
injunction be issued restraining them from restraining the 2" to 6™
Plaintiffs from carrying out their duties and functions as directors
of QSR in any manner howsoever.

Kulim’s application for cross-injunctions and orders are that the 2™ to
5" Plaintiffs be restrained from acting, holding themselves out as
directors of QSR and/or interfering and/or intermeddling with the
management affairs of QSR; that the 2™ to 6™ Plaintiffs be restrained
from preventing and/or obstructing the 3™ to 10" Defendants from
discharging their duties as directors of QSR; from changing and/or
altering the composition of the Board of Directors of QSR now
comprising of the 3™ to 10" Defendants together with the 6™ Plaintiff;
be restrained whether by themselves and/or by their servants, agents
or otherwise howsoever from proceeding with the purported adjourned
QSR EGM on 23 June 2006 at 10.00 a.m. at 3" Floor, Wisma KFC, 17
Jalan Sultan Ismail, 50250 Kuala Lumpur.

The Plaintiffs’ application for injunction was dismissed and Kulim’s
application for cross-injunction was granted on 22 June 2006. The
Plaintiffs have filed an appeal. Kulim’s Solicitors have received notice
from the Plaintiffs’ Solicitors (2™ to 6") vide letter dated 31 July 2006
that they do not wish to proceed with the Appeal.

9. Johor Bahru High Court Petition No. 26-3-2006
Chian Soon Juee v. Kulim, Ahamad bin Mohamad, Cimsec and 23 ors

Kulim’s Solicitors were served on 2 June 2006 with an unsealed copy of
Petition under Section 181 of the Companies Act, 1965 for oppression
of a minority shareholder filed in the Johor Bahru High Court. The
Petitioner sought, inter alia, certain declarations and an injunction to
restrain the holding of the EGM of QSR which had been requisitioned by
Kulim and two other shareholders and to be held on 7 June 2006.

The Petitioner also filed an application by Summons in Chambers for
interim injunction pending the trial of the matter to, inter alia,
restrain the holding of the meeting, from giving effect to the Notice of
EGM dated 11 May 2006 and from implementing or giving effect to any
resolutions passed at the said EGM. The matter was heard inter partes
on 6 June 2006 and was dismissed with costs. The Petitioner’s
application for interim stay pending appeal to the Court of Appeal was
also dismissed by the High Court. To date no appeal papers have been
served on Kulim’s Solicitors.
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Dividend Proposed

No dividend was proposed during the quarter.

Earnings Per Share (““EPS”’)

CURRENT CUMULATIVE
QUARTER QUARTERS
1 Jan - 31 March 1 Jan - 31 March
2007 2006 2007 2006
RM’000 RM’000 RM’000 RM’000
a) Basic earnings per share
Net profit for the period (RM’000) 34,822 54,334 34,822 54,334
Weighted average no. of (‘000) 277,352 263,914 277,352 263,914
shares in issue
Basic earnings per share (sen) 12.56 20.59 12.56 20.59
Diluted Earnings per share (sen) 11.47 20.08 11.47 20.08

b) Diluted earnings per share

For the diluted earnings per share, the weighted average number of
ordinary shares in issue is adjusted to assume conversion of all dilutive

potential ordinary shares.

(i) From the renounceable rights issue of 47,289,060 shares with free

warrants of same number. The exercise period for the warrants opens
from July 13, 2005 being one (1) year after the issue date of July 13,
2004 and available for exercise within a period of four (4) years there
after expiring in July 2009. As at the end of the reporting quarter there
were 36,685,437 warrants outstanding. The potential dilutive effect of
these outstanding warrants is computed as disclosed.

On the Employee Share Option Scheme

There were accepted ESOS options for 11,171,000 shares exercisable at
RM2.04 per share. As at end of the reporting Quarter there were
outstanding 5,005,350 options exercisable within the expiry period to
August 2009. The potential dilutive effect of these outstanding ESOS is
computed as disclosed.

19



KULIM (MALAYSIA) BERHAD - Company No. 23370-V

Interim report for the financial year ending 31 December 2007

B14. Currency Translation

The exchange rates used for each unit of the currencies in the Group for the current
financial period are:

THIS YEAR CURRENT PRECEEDING YEAR
QUARTER CORRESPONDING QUARTER
MTH-END AVERAGE MTH-END AVERAGE
RATE RATE RATE RATE
Indonesia Rupiah
(IDR/RP *000) 0.3807 0.3861 0.4010 0.3930
Papua New Guinea Kina
(PGK/Kina/K) 1.1770 1.2151 1.2305 1.2633
United Kingdom Pound
Sterling (GBP) 6.7785 6.8516 6.5226 6.5226
United States of America
Dollar (USD/US$) 3.4545 3.4944 3.685 3.7425
EUR 4.6435 4.6190 4.4867 4.7188
Singapore Dollar (S$) 2.3016 2.3155 2.2925 2.2737

By Order of the Board
KULIM (MALAYSIA) BERHAD

IDHAM JIHADI BIN ABU BAKAR, MAICSA 7007381
SALMAH BINTI ABD WAHAB, LS 02140
(Secretaries)

Dated : 24" May 2007
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