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NOTES
1.
BASIS OF PREPARATION

The interim financial report is unaudited and has been prepared in accordance with MASB 26, Interim Financial Reporting and Paragraph 9.22 and Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad and should be read in conjunction with the Group’s Annual Audited Financial Statements for the year ended 31 December 2003.

The accounting policies and methods of computation adopted by the Group in these quarterly financial statements are consistent with those adopted in the most recent annual audited financial statements for the year ended 31 December 2003.

The financial statements for the nine months ended 30 September 2004 presented herewith:-

(a) exclude the Johnson Shoes Berhad group with effect from 31 May 2004 when its disposal was completed and

(b)
include the Mulpha Hotel Investments (Australia) Pty Limited (formerly known as Principal Financial Group Investments (Australia) Pty Limited) group with effect from 1 June 2004 when its acquisition was completed.

2.
AUDIT REPORT OF PRECEDING ANNUAL FINANCIAL STATEMENTS 


The audit report of the Group’s most recent annual audited financial statements for the year ended 31 December 2003 was not qualified.

3.
SEASONALITY OR CYCLICALITY OF OPERATIONS


The businesses of the Group are generally not subject to seasonal or cyclical fluctuations.

4.
EXCEPTIONAL ITEMS

The exceptional items for the nine months ended 30 September 2004 comprised the following:-

 







RM’000

Gain on dissolution of the Hotel Indochine

Danang Joint Venture Company



1,265

Gain on disposal of shares in Johnson

Shoes Berhad





3,148








4,413

5.
CHANGES IN ESTIMATES


There were no changes in estimates of amounts reported in prior financial years that have a material effect in the current quarter. 

6.   DETAILS OF ISSUANCES AND REPAYMENT OF DEBTS AND EQUITY

As at 30 September 2004, the Company has bought back 139,441,200 ordinary shares of RM0.50 each and they have been retained as treasury shares.

7.
DIVIDENDS PAID DURING THE PERIOD


There were no dividends paid during the period under review.

8.
SEGMENTAL INFORMATION
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&
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Group



RM'000
RM'000
RM'000
RM'000
RM'000









9 months  ended 30 September 2004 














 REVENUE 







 External sales 

603,124
186,551
83,882
3,096
876,653









 RESULTS 







 Profit/(loss)  from

   operations 

61,668
13,887
(7,798)
952
    68,709

 Unallocated costs





  (9,089)

 Finance cost 





  (47,149)

 Share of results of 

   associates





      7,345








Exceptional items





 4,413

Profit before tax





       24,229

Tax





    (13,112)

Profit after tax





11,117

Minority interests





    (8,077)

Net profit





3,040

9.   PROPERTY, PLANT AND EQUIPMENT

The valuation of certain land and building is based on an independent valuation carried out on an existing use basis in 1983. The carrying amount of the rest of the property, plant and equipment is at cost less depreciation and impairment losses.

10.  CAPITAL COMMITMENTS
Capital commitments for the purchase of property, plant and equipment as at 30 September 2004 amounted to RM 24.9 million.

 11.  SUBSEQUENT EVENTS


 There were no material events subsequent to 30 September 2004.

 12.
 CHANGES IN THE COMPOSITION OF THE GROUP 

(a) Hotel Indochine Danang Joint Venture Company has ceased to be a subsidiary following the completion of its dissolution in March 2004.

(b) Mulpha Strategic Limited (formerly known as King’s Chemical Products Inc), a wholly owned subsidiary of the Company, has from March to October 2004 acquired 6,603,673 shares representing a 4.96% equity interest in FKP Limited (“FKP”).  FKP, a public company listed on the Australian Stock Exchange, is involved in property related activities and construction.

(c) Johnson Shoes Berhad and Saxon Sdn Bhd have ceased to be subsidiaries following the completion of their disposal on 31 May 2004.

(d) Mulpha Australia Limited, a wholly owned subsidiary of the Company, has completed the acquisition of the entire equity interest in Mulpha Hotel Investments (Australia) Pty Limited (“MHIA”) (formerly known as Principal Financial Group Investments (Australia) Pty Limited) on 1 June 2004.  The MHIA group owns four leading hotels in Australia.

13.
  CONTINGENT LIABILITIES AND ASSETS

  (a)
   Changes in the contingent liabilities since 31 December 2003 are as follows:-









Decrease









RM’000




Guarantees given to third parties

    4,317









    ====

  (b)   There are no contingent assets as at the date of this report.

14. REVIEW OF PERFORMANCE

The Group revenue of RM 876.653 million for the nine months ended 30 September 2004 was higher than the revenue of RM584.259 million recorded for the corresponding period in 2003 while the net profit was lower by RM 14.785 million. The higher revenue was mainly due to the Group’s operations in Australia, including the Mulpha Hotel Investments (Australia) Pty Limited (“MHIA”) (formerly known as Principal Financial Group Investments (Australia) Pty Limited) group which was consolidated with effect from 1 June 2004.

The operations of the Group generally performed to expectations. However, profit for the current period was lower largely attributable to the increase of RM 24.953 million in finance costs and the non-recurring dividend of RM 17.877 million received from a long term investment in 2003. The former was the result of higher bank borrowings arising from the acquisition of MHIA.

15. RESULTS OF CURRENT VS PRECEDING QUARTER

The Group recorded a net profit of RM 2.481 million for the quarter ended 30 September 2004 as compared to the net profit of RM 9.98 million recorded for the quarter ended 30 June 2004.  The contribution from the Group’s investments in Australia was lower in the third quarter.

16.
CURRENT YEAR PROSPECTS
Although oil prices have eased lately, the global economy is still facing uncertainties such as the threat of terrorism and rising interest rates. Barring any material adverse effects from the uncertainties and unforeseen circumstances, it is expected that the performance of the Group for the last quarter of 2004 will be stronger.

17.
VARIANCE FROM PROFIT FORECAST OR PROFIT GUARANTEE

Not applicable as there was no profit forecast or profit guarantee issued.

18. TAXATION
Taxation comprises:-       


Quarter ended 30/9/04
Period 

Ended 30/9/04


RM’000
RM’000





Current



- Malaysian
315
519

- Foreign
9,312
35,414


9,627
35,933

Deferred



- Foreign
(4,262)
(21,256)

-  Malaysian
(666)
(2,427)


4,699
12,250

Over provision for taxation in



prior years
(44)
(123)


4,655
12,127

Share of taxation of associated



companies 
502
985


5,157
13,112

19.
SALE OF INVESTMENTS AND PROPERTIES

Apart from the disposal of shares disclosed as an exceptional item, there was no other sale of investments and properties (not in the ordinary course of business of the Group) for the period ended 30 September 2004.

20.
PURCHASE AND DISPOSAL OF QUOTED SECURITIES

(a) Purchase / disposal of quoted securities by subsidiaries in their ordinary course of business are as follows:-


Quarter ended 30/9/04
Period ended 30/9/04


RM’000
RM’000





Total purchases
3,034
9,579

Total disposals
3,061
9,756





Total profit
27
177





 (b)
Investments in quoted securities as at 30 September 2004 by subsidiaries in their ordinary course of business are as follows:-



RM’000




Total investments at cost

 65,345
   









              =====



Total investments at book value



(after provision for diminution 




  in value)
 


 62,907









 =====




Total investments at market value 

at 30 September 2004


 86,765







 =====





21.  STATUS OF CORPORATE PROPOSALS
(a) Disposal of Johnson Shoes Berhad (“JSB”) 

The Group entered into a Share Sale Agreement on 18 December 2003 with Casa Tegas Sdn Bhd to dispose of 2,552,055 shares of RM 1.00 each, representing a 91% equity interest in JSB, for a cash consideration of RM 357,288.  The disposal was completed on 31 May 2004.

(b) Acquisition of Mulpha Hotel Investments (Australia) Pty Limited (“MHIA”) (formerly known as Principal Financial Group Investments (Australia) Pty Limited)

Mulpha Australia Limited (“MAL”), a wholly-owned subsidiary of the Company, has on 16 March 2004 entered into an agreement to acquire a 100% equity interest in MHIA for a cash consideration of AUD 196.6 million (approximately RM 570 million). The MHIA group owns four leading hotels in Australia.  The acquisition was completed on 1 June 2004.  The Company will seek the ratification of its shareholders for the acquisition.

21.  STATUS OF CORPORATE PROPOSALS (CONTD.)
(c)
Proposed rights issue of Mega Pascal Berhad (“MPB”)

MPB, a 50.58% owned subsidiary of the Company, has on 1 March 2004 proposed a renounceable two-call rights issue of up to 90,735,000 irredeemable convertible preference shares of RM 1.00 each (“ICPS”) on the basis of one ICPS for every one existing MPB ordinary share of RM 1.00 each.  The ICPS will be issued at a price of RM 1.00 each whereby the first call of RM 0.60 will be payable in cash and the second call of RM 0.40 will be capitalised from the share premium account.  The proposed rights issue has been approved by the Securities Commission and the shareholders of MPB and is subject to the approval of Bursa Malaysia Securities Berhad.

(d)
Proposed acquisition of bungalow lots

Mega Pascal Berhad (“MPB”) has on 26 May 2004 entered into a sale and purchase agreement with Banjaran Plus Sdn Bhd for the proposed acquisition of four adjoining parcels of vacant bungalow lots located within Leisure Farm Resort, Gelang Patah, Johor for a cash consideration of RM 5 million.  The proposed acquisition by MPB is expected to be completed by the fourth quarter of 2006.

       (e)
Proposed disposal of the Sydney Opera House Car Park (“the Car Park”)

Enacon Parking Pty Limited (“Enacon”), has on 9 July 2004 entered into a Deed (“the Deed”) with Mariner Securities Limited for the proposed disposal of the Car Park for a cash consideration of AUD 75 million (approximately RM 205.8 million).  Enacon is an indirect wholly-owned subsidiary of the Company.  The proposed disposal is subject to the terms and conditions stipulated in the Deed.

(f)  Proposed disposal of the Sheraton Brisbane Hotel (“the Sheraton”)

Permanent Trustee Australia Limited and Mulpha Hotels Limited, wholly-owned entities within the MHIA group referred to in paragraph 21(b) above, have on 20 August 2004 entered into a Contract of Sale (“the Contract”) with Thakral Brisbane Hotel Pty Limited, Thakral Operations Pty Limited (as purchasers) and Thakral Holdings Limited (as guarantor) for the proposed disposal of the Sheraton for a cash consideration of AUD 100 million (approximately RM 276 million).  The proposed disposal is subject to the terms and conditions stipulated in the Contract.

(g) Proposed disposal of the Novotel Century Sydney Hotel (“the Hotel”)

Tank Stream (Darling Harbour) Pty Limited (“Tankstream”) has on 20 August 2004 entered into a Contract (“the Contract”) with Bandwagon Australia Pty Limited for the proposed disposal of the Hotel for a cash consideration of AUD 41 million (approximately RM 113 million).  Tankstream is an indirect wholly-owned subsidiary of the Company.  The proposed disposal is subject to the terms and conditions stipulated in the Contract.

22.
GROUP BORROWINGS

Group borrowings as at 30 September 2004 are as follows:-








RM’000



Short term
-
Secured

350,841




-
Unsecured
  67,335








-----------








418,176



Long Term
-
Secured
          1,285,127







           -----------







          1,703,303




 


          =======

23. OFF BALANCE SHEET FINANCIAL INSTRUMENTS


The Group does not have financial instruments with off balance sheet risk as at the date of this report.

24.
MATERIAL LITIGATION


There was no material litigation as at the date of this report.

25.
 DIVIDEND 

The Board of Directors does not recommend any dividend for the period under review.

26.   BASIC EARNINGS PER SHARE


The basic earnings per share for the period ended 30 September 2004 is calculated based on the  net profit of RM3,040,000 (2003: RM17,825,000) and on the weighted average number of 1,254,971,579 (2003: 1,333,350,312) ordinary shares of 50sen each in issue.

By Order Of The Board

NG SENG NAM

Company Secretary

Petaling Jaya

29 November 2004
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