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Notes to the interim financial statements

1.
Basis of preparation

The interim financial statements are unaudited and have been prepared in accordance with FRS 134: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities”).


The interim financial statements should be read in conjunction with the audited financial statements of the Group for the financial year ended 31 December 2005. These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended 31 December 2005.

2. Changes in Accounting Policies

The significant accounting policies and method of computation adopted by the Group are consistent with those adopted in the financial statements for the financial year ended 31 December 2005 except for the adoption of the following new/revised Financial Reporting Standards (“FRS”) effective for the financial period beginning 1 January 2006:

FRS 2
Share-based Payment

FRS 3
Business Combinations

FRS 5
Non-current Assets Held for Sale and Discontinued Operations

FRS 101
Presentation of Financial Statements

FRS 102
Inventories

FRS 108
Accounting Policies, Changes in Estimates and Errors

FRS 110
Events after Balance Sheet Date

FRS 116
Property, Plant and Equipment

FRS 121
The Effects of Changes in Foreign Exchange Rates

FRS 127
Consolidated and Separate Financial Statements

FRS 128
Investments in Associates

FRS 131
Interest in Joint Ventures

FRS 132
Financial Instruments: Disclosure and Presentation

FRS 133
Earnings per Share

FRS 136
Impairment of Assets

FRS 138
Intangible Assets

FRS 140
Investment Property

The significant effects of the changes in accounting policies resulting from the adoption of the new/revised FRS’s are discussed below:-

a) FRS 3: Business Combinations and FRS 136: Impairment of assets

The adoption of the new FRS 3 and FRS 136 have resulted in the Group ceasing its annual goodwill amortisation. Goodwill is carried at cost less accumulated impairment losses and is now tested for impairment annually or if circumstances indicates that it might be impaired. 

Prior to 1 January 2006, goodwill was amortised on a straight-line basis over its estimated useful life of between 20 t0 50 years. This change in accounting policy has been accounted for prospectively for business combinations where the agreement date is on or after 1 January 2006. The carrying amount of goodwill as at 1 January 2006 of RM1,729.5 million ceased to be amortised. This has the effect of reducing the amortisation charges by RM9.0 million for the current quarter ended 31 March 2006.

The negative goodwill arose as a result of acquisition of Johor Port Bhd as disclosed in Note 12 amounting to RM69.6 million and has been recognised in retained earnings as the agreement was signed before 1 January 2006.

b) FRS 101: Presentation of Financial Statements


The adoption of the revised FRS 101 has affected the presentation of minority interest, share of net after-tax results of associates and joint ventures. The current periods’s presentation of the Group’s financial statements is based on the revised requirements of FRS 101, with the comparatives restated to conform with the current period’s presentation.

c) FRS 140: Investment Property

The Group has adopted the cost model to measure its investment properties. Under the cost model, investment property is measured at depreciated cost less any accumulated impairment losses.

Investment property previously classified under property, plant and equipment is now disclosed separately in the balance sheet.

3.
Audit qualification

The report of the auditors’ on the Group’s financial statements for the year ended 31 December 2005 was not subject to any qualification.

4.
Seasonal or cyclical factors

The Group’s operations have not been affected by seasonal or cyclical factors.

5.
Unusual items

There were no unusual items affecting assets, liabilities, equity, net income or cash flows during the current quater because of their nature, size or incidence.
6.
Changes in estimates

There were no material changes in financial estimates reported in prior interim periods that would materially affect the current interim period financial statements. 

7.
Debt and equity securities

There were no issuances, cancellations, repurchases, resale and repayment of debt and equity securities during the financial period ended 31 March 2006.

8.
Dividend paid


There were no dividends paid during the quarter ended 31 March 2006.

9.
Segment Reporting


The Group’s segmental report for the current quarter ended 31 March 2006 is as follows:

	
	Transport & Logistics
	Energy 

& Utilities
	Engineering 

& Construction
	Others
	Total

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	
	

	Revenue
	
	
	
	
	

	Total
	133,719
	334,066
	     43,738
	8,639
	520,162

	Inter-segment
	-
	-
	    (12,143)
	(13)
	(12,156)

	External
	133,719
	334,066
	      31,595
	8,626
	508,006

	
	
	
	
	
	

	Results
	
	
	
	
	

	Segment profit/ 

 (loss)
	48,757
	45,877
	      6,034
	(20,356)
	80,312

	Interest income
	
	
	
	
	2,846

	Finance cost
	
	
	
	
	 (41,266)

	Share of  

 results  

 of associated 

 companies and

 jointly 

 controlled

 entities
	-
	24,385
	     8,982
	2,270
	 35,637

	Profit before 

 taxation
	
	
	
	
	77,529

	Taxation
	
	
	
	
	(14,341)

	Profit after 

 taxation
	
	
	
	
	63,188

	
	
	
	
	
	



The Group’s segmental report for the corresponding quarter ended 31 March 2005 is as follows:

	
	Transport & Logistics
	Energy 

& Utilities
	Engineering 

& Construction
	Others
	Total

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	
	

	Revenue
	
	
	
	
	

	Total
	121,307
	250,975
	83,483
	7,145
	462,910

	Inter-segment
	-
	(6,106)
	(32,255)
	(35)
	(38,396)

	External
	121,307
	244,869
	51,228
	7,110
	424,514

	
	
	
	
	
	

	Results
	
	
	
	
	

	Segment profit/ 

 Loss
	44,215
	27,610
	11,090
	(6,570)
	76,345

	Interest income
	
	
	
	
	  2,141

	Finance cost
	
	
	
	
	(39,911)

	Amortisation of 

 intangible   

 assets
	
	
	
	
	      (9,061)

	Share of  

 results  

 of associated 

 companies and

 jointly 

 controlled

 entities
	-
	28,004
	9,145
	7,110
	 44,259

	Gain on disposal

 of investment
	
	
	
	
	193,702

	Profit before 

 taxation
	
	
	
	
	 267,475

	Taxation
	
	
	
	
	(11,239)

	Profit after 

 taxation
	
	
	
	
	256,236

	
	
	
	
	
	


10.
Property, plant and equipment

Certain group properties were revalued in the past. No subsequent revaluations were done.

11.
Events subsequent to the balance sheet date 
a) On 24 April 2006, the Company had received acceptances leading to our ownership of JPB being in excess of 90% of its issued and paid-up capital. Thereafter, Bursa Malaysia Securities Berhad had suspended the trading of JPB shares on 25 April 2006.

At the closing of the MGO on 19 May 2006, the Company had received acceptances of over 90% of the Offer Shares and will invoke section 34 of the Securities Commission Act, 1993 to compulsorily acquire the remaining Offer Shares for which acceptances have not been received.

b) On 17 May 2006, the Company proposed to acquire all assets and undertakings (other than cash) and assumption of all the disclosed liabilities of Malakoff Berhad for a cash consideration of not less than RM9.3 billion as disclosed in Note 21(c).

12.
Changes in composition of the Group

There were no changes in the composition of the Group during the current quarter except that, on 20 March 2006, the Company completed the acquisition of 170,755,002 ordinary shares of RM1.00 each in Johor Port Berhad (“JPB”,) representing approximately 51.74% equity interest, for a total cash consideration of RM426.9 million satisfied entirely by cash.

The summary of the effects of the acquisition of the subsidiary on the financial position of the Group is as follows:

The provisional fair value of net assets acquired:
	
	
	As at date of acquisition

	
	
	

	Non-current assets
	
	     689,007

	Current assets
	
	      159,962

	Current liabilities
	
	  (100,357)

	Non-current liabilities
	
	(252,096)

	Group share of net assets
	
	    496,516

	Negative goodwill on consolidation
	
	     (69,629)

	Total purchase consideration
	
	     426,887

	Less: cash and cash equivalents of subsidiary acquired
	
	(234,447)

	Net cash outflow on acquisition of 51.74% JPB
	
	    192,440

	
	
	


13.
Changes in contingent liabilities or contingent assets

There were no changes in contingent liabilities or contingent assets since the last annual balance sheet date as at 31 December 2005 as disclosed in the financial statements of the Group for the financial year ended 31 December 2005, except for the following:

a) Bank guarantees issued to third parties:

	
	31.03.06
	
	31.12.05

	
	RM million
	
	RM million

	
	
	
	

	Company
	4.1
	
	3.8

	Subsidiaries
	37.8
	
	35.5

	
	
	
	

	
	41.9
	
	      39.3



Bank guarantees issued to customers and utilities suppliers were mainly performance bonds, security deposits and payment guarantees.

b)
The Australian tax authority has issued notices of assessment to the Company, and certain of its   subsidiaries and associates, namely Anglo-Oriental  (Nominees) Australia Pty Ltd (‘AONA’), Anglo-Oriental (Annuities) Sdn Bhd ('AOA'), Tronoh Consolidated Malaysia Berhad ('Tronoh') and Golden Solitaire (Australia) B.V. ('GSA'), indicating that the Company and its respective subsidiaries and associates have been assessed to tax assessment of AUD136,755,553.93, penalties of AUD1,641,316.85 and a general interest charge (as at the date of the notices of  assessment)  of AUD61,670,379 in aggregate, in respect of the disposal  of  shares in Australian entities in 1998, 2000 and 2001 income years and an interest free loan made by AONA to the Company in 2001 income year. 

In the case of the non-Australian companies, the assessments have been made as a result of the Australian tax authority's interpretation of a tax treaty and/or a change in foreign tax legislation around the time of the relevant disposals. In the case of AONA, the assessment relating to the disposal of shares has been made as a result of the Australian tax authority failing to recognise carry forward losses of AONA which offset the capital gain and the assessment relating to the interest free loan has been made as a result of the Australian tax authority applying Australia's transfer pricing rules to the loan. 

Notices of objection have been filed against the assessments relating to the disposal of shares and notices of objection will be filed against the assessments relating to the interest free loan. 

The Australian tax authority has substantially disallowed the objections.

Appeals have been lodged with the Federal Court against the Australian tax authority's decisions. 

The Directors are of the view, based on advice by legal counsel that no provision needs to be made in the financial statements.
c) The High Court had on 10 December 2004 made a decision dismissing Wing Construction (M) Sdn. Bhd.’s (“Wing”) challenge against the arbitration award made in favour of Johor Port Berhad (“JPB”). For the second time, Wing’s claim of RM13,885,917.00 against JPB had been set aside in favour of JPB.  Wing however is re-appealing against the High Court decision and had served its Notice of Appeal on JPB’s solicitors on 6 January 2005. The position remains unchanged as the Court of Appeal has yet to fix a date for hearing of the appeal. 

13.
Capital commitments


Capital commitments for the Group not provided for in the financial statements are as follows:

	


	
	31.03.06

	
	
	RM million

	Property, plant and equipment:
	
	

	   Authorised but not contracted for
	
	1,073

	   Contracted but not provided for in the
	
	

	     financial statements
	
	523

	
	
	1,596

	
	
	


Additional information required by the Bursa Securities Listing Requirements

14.
Review of performance


The Group’s profit before tax for the current quarter ended 31 March 2006 was lower by RM189.9 million compared to the corresponding quarter ended 31 March 2005. In the corresponding quarter, there was a capital gain of RM193.7 million from the disposal of investments in quoted shares. 
15.
Variation of results against preceding quarter

The Group recorded a profit before tax of RM77.5 million for the current quarter compared to RM104.8 million in the preceding quarter. The decrease was mainly due to lower contribution from operations.

16.
Current prospects 


The Board expects the Group’s financial results excluding gain from disposal of investments for the current financial year ending 31 December 2006 to be better than those achieved in financial year ended 31 December 2005, mainly due to contribution from Johor Port Berhad. 

17.
Profit forecast or profit guarantee


The Group did not issue any profit forecast or profit guarantee during the reporting period.

18.
Tax expense
	
	3 months quarter ended
	3 months quarter ended
	
	Cumulative 3 months ended
	Cumulative 3 months ended

	
	31.03.06
	31.03.05
	
	31.03.06
	31.03.05

	
	RM’000
	RM’000
	
	RM’000
	RM’000

	
	
	
	
	
	

	Current tax expense
	
	
	
	
	

	 -  current
	(11,728)
	  (9,695)    
	
	(11,728)
	  (9,695)    

	
	
	
	
	
	

	Deferred tax expense
	
	
	
	
	

	 -  current
	(2,613)
	  (1,544)   
	
	(2,613)
	  (1,544)   

	
	(14,341)
	(11,239)
	
	(14,341)
	(11,239)


The Group’s effective tax rate 
for the current quarter is higher than the statutory income tax rate in Malaysia due to losses of subsidiaries that are not available for set off against taxable profits of other subsidiaries.

19.
Unquoted investments and landed properties


There were no sales of unquoted investments and landed properties during the current quarter. 

20.
Quoted investments

a)
There were no purchases nor disposals of quoted securities during the current quarter. 


b) 
Investments in quoted shares as at 31 March 2006:


	
	At Cost
	
	At

Book Value
	
	At

Market Value

	
	RM’000
	
	RM’000
	
	RM’000

	
	
	
	
	
	

	Quoted in Malaysia
	85,956
	
	85,438
	
	250,853

	
	
	
	
	
	

	Quoted outside Malaysia
	13,172
	
	     -
	
	3,150

	Total quoted investments
	   99,128
	
	85,438
	
	254,003


21.
Status of corporate proposal announced 
(a)
Kramat Tin Dredging Berhad (“KTD”) had announced that on 4 April 2006, the Securities Commission (“SC”) had approved a waiver from the need to subject the shareholders of Putrajaya Holdings Sdn Bhd to a moratorium.

Further, the parties to the restructuring exercise had on 8 May 2006 agreed to extend the completion date from 8 June 2006 to 31 December 2006.

KTD is currently in the midst of preparing the necessary documents required to procure the approvals of the remaining relevant parties/regulatory authorities for the proposals.

(b)
Following the completion of the acquisition of 51.74% of Johor Port Berhad (“JPB”) on 20 March 2006, the Company had on 3 April 2006 despatched the Offer Document to the remaining shareholders of JPB to acquire their shares at an offer price of RM2.50 per JPB (“Offer Shares”) pursuant to a Mandatory General Offer (“MGO”).

On 24 April 2006, the Company had received acceptances leading to our ownership of JPB being in excess of 90% of its issued and paid-up capital. Thereafter, Bursa Malaysia Securities Berhad had suspended the trading of JPB shares on 25 April 2006.

At the closing of the MGO on 19 May 2006, the Company had received acceptances of over 90% of the Offer Shares and will invoke section 34 of the Securities Commission Act, 1993 to compulsorily acquire the remaining Offer Shares for which acceptances have not been received.

(c)
The Company had on 17 May 2006 announced its proposal for the following:

(i) Proposed acquisition via its wholly owned subsidiary, Nucleus Avenue (M) Sdn Bhd (“Nucleus Avenue”) of all the assets and undertakings (other than cash) and assumption of all the disclosed liabilities of Malakoff Berhad (“Malakoff”) for a cash consideration of not less than RM9.3 billion (less any cash balance in Malakoff), subject to a conditional Sale and Purchase Agreement to be entered into between the Company, Malakoff and Nucleus Avenue (“SPA”).

(ii) Proposed Fund Raising by Nucleus Avenue through the issuance of ordinary shares, perpetual preferred securities and debt securities in Nucleus Avenue (“Securities”) to finance the proposed acquisition.

Details of the proposals were provided in the announcement dated 17 May 2006 and further details will be announced upon signing of the SPA and the finalisation of the principal terms of the Securities.

22.
Borrowings




31.03.06
31.12.05




RM’000
RM’000


Current


- secured

528,996
497,122


- unsecured
 

_69,170
 _50,268  





598,166
547,390

Non-current


-
Long-term loans – secured
2,901,268
2,336,662


-
BBA Islamic Debt Securities
  175,611
    174,731  




3,076,879
2,511,393

 
-
Redeemable convertible



subordinated loans - unsecured
    158,355
    158,355


-
Redeemable preference share
     67,000
     67,000

	
	USD’000
	RM’000

equivalent

	Bank borrowings denominated in foreign currency
	8,427
	32,275


23.
Off Balance Sheet financial instruments 


The position of forward foreign exchange contracts of Tepat Teknik Sdn Bhd (a 70% owned subsidiary of MMC Engineering Group Berhad) as at 18 May 2006, is as follows:


Contracted
RM’000 



amount ‘000
equivalent




EURO
236
1,084

The related accounting policies for the off-balance-sheet financial instruments are as disclosed in the financial statements for the financial year ended 31 December 2005.

24.
Changes in material litigation 

There were no substantial changes in material litigation, including the status of pending material litigation in respect of the Company and its subsidiaries since the last audited balance sheet date as at 31 December 2005. 

25.
Dividend Payable 

No dividends have been recommended by the Directors for the current quarter ended 31 March 2006. No dividends were declared by the Directors for the corresponding quarter ended 31 March 2005.

26.
Earnings per ordinary share

Basic/Diluted Earnings Per Ordinary Share





 Cumulative  Cumulative



3 months
3 months    3 months
 3 months



 quarter
 quarter      quarter
  quarter

 

   ended
   ended       ended
   ended



31.03.06
31.03.05    31.03.06
31.03.05

Net profit for 


  the period (RM’000)
63,188
256,236
63,188
256,236


Less: Amount attributable


  to minority interest
(22,442)
(18,194)
(22,442)
(18,194)

Profit for the period


  attributable to shareholders


   of the Company
40,746
238,042
40,746
238,042


Weighted average number

       of ordinary shares


  in issue (’000)
1,522,529
1,126,613
1,522,529
1,126,613


Basic/diluted earnings 


  per ordinary share (sen)
2.68
21.13
2.68
21.13

The Redeemable Convertible Subordinated Loans issued by a subsidiary company as disclosed in Note 22 do not have any dilutive effect on the Group’s earnings per share.

27.
Authorisation for issue
The interim financial statements were authorised for issue by the Board of Directors in accordance with a resolution by the Directors on 25 May 2006. 

By Order of the Board

Azlan Shahrim

Secretary

Kuala Lumpur

25 May 2006.
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