V
NOTES
1.
BASIS OF PREPARATION

The interim financial statements are unaudited and have been prepared in accordance with the Financial Reporting Standards (FRS) 134, ‘Interim Financial Reporting’ issued by the Malaysian Accounting Standards Board (‘MASB’) 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 2005.

The MASB has issued a total of 21 new and amended Financial Reporting Standards and other Interpretations (herein thereafter referred as FRSs).  The accounting policies and methods of computation adopted by the Group for financial statements commencing 1 January 2006 are in compliance with all the FRSs.
The Group’s consolidated financial statements for year ended 31 December 2005 were prepared with MASB standards with effective dates before 1 January 2006.  Certain comparative figures in respect of 2005 have therefore been restated to reflect the relevant adjustments following the introduction of the effective FRSs.

The adoption of the FRSs has resulted in changes to the Group’s accounting policies in the following areas that have a material impact on the amounts reported for the current or prior periods:

(a) FRS 3: Business Combinations 
The adoption of FRS 3 has resulted in the Group ceasing annual goodwill amortisation.  Goodwill is carried at cost less accumulated impairment losses and is now tested for impairment in accordance with FRS 136 ‘Impairment of Assets’.  Any impairment loss is recognised in profit or loss and subsequent reversal is not allowed. Prior to 1 January 2006, goodwill was amortised on a straight line basis over its estimated useful lives ranging from 5 to 25 years. In accordance with the transitional provisions of FRS 3, the Group has applied the revised accounting policy for goodwill prospectively from the beginning of its annual period from 1 January 2006.
Under FRS 3, any excess of the Group’s interest in the net fair value of acquirees’ identifiable assets, liabilities and contingent liabilities over cost of acquisitions (previously referred to as ‘negative goodwill’), after reassessment, is recognized immediately in profit or loss.  Prior to 1 January 2006, negative goodwill was amortised over its estimated useful lives.  In accordance with the transitional provisions of FRS 3, the negative goodwill as at 1 January 2006 was derecognized with a corresponding increase in retained earnings.
(b) FRS 117: Leases

The adoption of the FRS 117 has resulted in a retrospective change in the accounting policy relating to the classification of leasehold land. The up-front payments made for the leasehold land represents prepaid lease payments and are amortized on a straight-line basis over the lease term.  A lease of land and building is apportioned into a lease of land and a lease of building in proportion to the relative fair values of the leasehold interests in the land element and the building element of the lease at the inception of the lease.  Prior to 1 January 2006, leasehold land was classified as property, plant and equipment and was stated at cost or valuation less accumulated depreciation and impairment losses.  

Upon the adoption of the FRS 117 at 1 January 2006, the unamortized cost or revalued amount of leasehold land is retained as the surrogate carrying amount of prepaid lease payments as allowed by the transitional provisions of FRS 117.  The reclassification of leasehold land as prepaid lease payments has been accounted for retrospectively and certain comparative amounts have been restated.
(c) FRS 139: Financial Instruments: Recognition and Measurement

This FRS sets out the new requirements for the recognition, derecognition and measurement of the Group’s financial instruments and hedge accounting. All financial assets are required to be classified into appropriate categories at initial recognition and the categorizations are re-evaluated at every reporting date. The material categories are:
(i)
Financial assets at fair value through profit or loss


The Group’s investments are classified in this category if they were acquired principally for the purpose of selling in the short term or if so designated by management. They are initially recognized at fair value and subsequently re-measured to fair value at the balance sheet date with all gains and losses recognized in profit or loss in the period in which the change in fair value arises. Transaction costs are recognized in profit or loss. Prior to 1 January 2006, such investments were classified as short term investments and were stated at the lower of cost and market value on an aggregated portfolio basis, with changes in carrying value recognized in profit or loss.

(ii)
Available-for-sale (‘AFS’) financial assets


AFS financial assets are those non-derivative financial assets that are designated as available-for-sale or are not classified as either Financial assets at fair value through profit or loss, Held-to-maturity financial assets or Loans and receivables. Such assets are initially recognized at its fair value including transaction costs and subsequently measured at fair value at the balance sheet date with all gains and losses other than impairment loss taken to equity. Impairment losses are recognized in profit or loss in the period it arises. On disposal, gains and losses previously taken to equity are recognized in profit or loss. An impairment loss in respect of an investment in an equity instrument classified as AFS financial assets is not reversed through profit or loss. Prior to 1 January 2006, such investments were accounted for at cost less impairment losses for diminution in value that was other than temporary, which was recognized in profit or loss when they arose. Any reversal of the impairment loss was also recognized in profit or loss.
(iii)
Derivatives are required to be initially recognized at fair value on the date the derivative contract is entered into and are subsequently remeasured to fair value at each balance sheet date. Derivatives are carried as assets under Receivables when the fair value is positive and as liabilities when the fair value is negative. Any gains or losses arising from changes in fair value on derivatives that do not qualify for hedge accounting are recognized in profit or loss. However, where derivatives qualify for hedge accounting, recognition of any resultant gain or loss depends on the nature of the item being hedged and can be recognized either through equity or profit and loss.
In accordance with the transitional provisions of FRS 139, the above changes are applied prospectively and the comparatives are not restated.
(d)
FRS 140: Investment Property
The adoption of this new FRS has resulted in a change in accounting policy for investment properties. Investment properties are now stated at cost less accumulated depreciation and any impairment losses. Prior to 1 January 2006, investment properties were stated at cost less any impairment losses and were not subject to any depreciation. The effect of the change in policy has been applied retrospectively by adjustment against opening retained earnings as at 1 January 2006.
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 2005 was not qualified.

3.
SEASONALITY OR CYCLICALITY OF OPERATIONS


Except for the hotel sector whose performance is influenced by the festive and holiday periods, the other businesses of the Group are generally not subject to seasonal or cyclical fluctuations.

4.
EXCEPTIONAL ITEMS

The exceptional items for the current year 2006 comprise of the following:-

	
	RM’000

	Increase in fair value of derivative in the form of 7,916,667 new FKP securities to be acquired pursuant to Second Stage of Norwest restructuring (note 6)
	30,812

	Liquidation of a joint venture project in Vietnam (note 22(a))
	(1,324)

	
	29,488


The exceptional items pertaining to the corresponding period relates to gain on disposals of a car park, hotel assets, assets of the ready-mixed concrete business and gains on disposal of / dilution of interest in subsidiaries.
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 period.
6.
PRIOR YEAR ADJUSTMENTS

Mulpha FKP Pty Limited (formerly known as Mulpha Norwest Limited) (“Norwest”), Mulpha Norwest Investments Pty Limited (“MNI”) and Mulpha Australia Limited (“MAL”) have on 21 December 2005 entered into an agreement with FKP Limited (“FKP”) for the proposed restructuring of Norwest (“the Proposal”). The Proposal is to be carried out in two stage as follows:-
(i)
The first stage involved the issuance by Norwest of 8,587,041 new ordinary shares to FKP for a cash consideration of AUD108.5 million and MAL subscribing for 11,583,333 new FKP securities at a price of AUD3.60 for a cash consideration of AUD41.7 million (“First Stage”); and
(ii)
The second stage will involve the disposal by MNI of 2,575,479 ordinary shares in Norwest to FKP for a consideration of AUD28.5 million to be satisfied by the issuance of 7,916,667 new FKP securities at a range of AUD3.00 to AUD3.60 (“Second Stage”). The Second Stage will be completed when FKP receives a preferential dividend of AUD20.6 million from Norwest.

The First Stage was completed on 22 December 2005 and the gain on dilution of interest in Norwest was recognized in the results of the Group for the year ended 31 December 2005. The Second Stage was completed on 28 February 2007.

Pursuant to applicable Australian Accounting Standards, MAL has recognized the Second Stage in its group results for the year ended 31 December 2006 as prior year adjustments for 2005 on the basis that the First Stage and Second Stage should be treated as one transaction to reflect their substance and not merely their legal form. Where appropriate, certain of the prior year adjustments for 2005 made by MAL have been taken up by the Group as follows in accordance with applicable Financial Reporting Standards in Malaysia:-
	
	Profit before

Tax

RM’000
	Taxation

RM’000
	Profit after

Tax

RM’000

	Gain on recognition of the Second Stage
	43,179
	(12,954)
	30,225

	50% of preferential dividend treated as discount for the First Stage
	(28,531)
	8,559
	(19,972)

	Share of profit of Norwest from 23/12/2005 to 31/12/2005
	7,408
	(2,222)
	5,186

	Deferred tax on gain from the First Stage
	-
	(54,608)
	(54,608)

	Others
	(4,777)
	1,433
	(3,344)

	
	17,279
	(59,792)
	(42,513)


7.   
DETAILS OF ISSUANCES AND REPAYMENT OF DEBTS AND EQUITY

The shareholders at the Annual General Meeting on 26 June 2006 approved the renewal of authority for the Company to buy back up to 10% of its issued shares. 
As at 31 December 2006, the Company has bought back 72,668,000 ordinary shares of RM0.50 each and they have been retained as treasury shares.

8.
DIVIDENDS PAID DURING THE YEAR

There were no dividends paid during the current financial year.

9.
SEGMENTAL INFORMATION

	
	Property
	Hospitality
	Manufac-

turing
	General

Trading
	Others
	Group

	
	RM’000
	RM'000
	RM'000
	RM’000
	RM'000
	RM'000

	
	
	
	
	
	
	

	Year  ended 31
December  2006
	
	
	
	
	

	
	
	
	
	
	
	

	 REVENUE 
	
	
	
	
	
	

	 External sales 
	273,597
	358,171
	130,670
	81,109
	3,086
	846,633

	
	
	
	
	
	
	

	 RESULTS 
	
	
	
	
	
	

	 Profit/(loss)  from

   operations 
	(6,761)
	45,130
	11,582
	840
	23,588
	74,379

	 Unallocated     

   costs   
	
	
	
	
	
	(6,253)

	 Finance cost 
	
	
	
	
	
	(68,715) 

	Share of results of 


associates and      jointly controlled entities
	
	
	
	
	
	27,345

	Exceptional items
	
	
	
	
	
	29,488

	Profit before tax
	
	
	
	
	
	56,244

	Taxation
	
	
	
	
	
	7,531

	Profit after tax
	
	
	
	
	
	63,775


10.  
PROPERTY, PLANT AND EQUIPMENT

The carrying amount of the property, plant and equipment is at cost less depreciation and impairment losses.
11.  
CAPITAL COMMITMENTS
Capital commitments for the purchase of property, plant and equipment as at 31 December 2006 amounted to RM1.8 million.
12. 
SUBSEQUENT EVENTS


There are no material events subsequent to 31 December 2006 to be disclosed.
13. CHANGES IN THE COMPOSITION OF THE GROUP

There were no changes in the composition of the Group during the financial year ended 31 December 2006.

14.
CONTINGENT LIABILITIES AND ASSETS

(a)
Changes in the contingent liabilities since 31 December 2005 are as follows:-

	
	
	Increase

	
	
	RM’000

	
	
	

	Guarantees given to third parties
	
	5,117

	Machineries buy back option
	
	721

	Performance bond
	
	22

	
	
	5,860


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

The Group recorded a net profit of RM63.775 million for the year ended 31 December 2006 as compared to the net profit of RM300.990 million for financial year 2005. The operations of the Group generally performed to expectations in 2006. The result for 2006 included the effects of recognizing the Second Stage of the restructuring of Mulpha FKP Pty Limited (formerly known as Mulpha Norwest Limited) as mentioned in Note 6.  The profit for 2005 included one-off gains on dilution of interest in Mulpha FKP Pty Limited as well as the disposal of the Sydney Opera House Car Park and the Sheraton Brisbane Hotel.  Notwithstanding the lower profit for 2006, the Group net assets value per share continued to improve from RM 1.59 as at 31 December 2005 to RM 1.75 as at 31 December 2006.
16. RESULTS OF CURRENT VS PRECEDING QUARTER

The Group recorded a net profit of RM60.979 million for the quarter ended 31 December 2006 as compared to the loss of RM5.811 million for the preceding quarter. The better performance was mainly due to the higher contribution from the Group’s operations in Australia and the restructuring of Mulpha FKP Pty Limited.   
17.
CURRENT YEAR PROSPECTS
The economies of Malaysia and the countries in which the Group operates are forecast to record reasonable growth in 2007 which will benefit the Group’s operations. Barring any unforeseen circumstances, the performance of the Group is expected to be satisfactory in 2007. 
18.
VARIANCE FROM PROFIT FORECAST OR PROFIT GUARANTEE
Not applicable as there was no profit forecast or profit guarantee issued.
19.
TAXATION
Taxation comprises:-       

	
	Quarter ended 31/12/06
	12 months ended
31/12/06

	
	
	

	
	RM’000
	RM’000

	Current
	
	

	- Malaysian
	334
	               846

	- Foreign
	6,962
	            7.856

	
	7,296
	            8,702

	Deferred
	
	

	- Foreign
	(5,593)
	(14,457)

	
	1,703
	(5,755)

	
	
	

	Overprovision of taxation in prior years
	(1,727)
	(1,776)

	
	(24)
	(7,531)


20.
SALE OF INVESTMENTS AND PROPERTIES

Apart from a gain of RM633,143 on disposal of three properties, there was no other sale of investments and properties (not in the ordinary course of business of the Group) for the year ended 31 December 2006.

21.
PURCHASE AND DISPOSAL OF QUOTED SECURITIES

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

	
	Quarter ended 31/12/06
	12 months ended 31/12/06

	
	
	

	
	RM’000
	RM’000

	
	
	

	Total purchases (at cost)
	17,246
	47,500

	
	=====
	=====

	Total disposals (at disposal value)
	3,765
	30,149

	
	=====
	=====

	Total profit
	418
	1,587

	
	===
	====


 (b)
Investments in quoted securities as at 31 December 2006 by subsidiaries in their ordinary course of business are as follows:-



RM’000




Total investments at cost

 55,950  









              =====



Total investments at market value 
 52,713
at 31 December 2006


 =====
22.  
STATUS OF CORPORATE PROPOSALS
(a) Expiry of Investment Licence for the International Hotel (Saigon) Joint Venture (‘the JV’)


The Investment Licence for the JV in Ho Chi Minh City, Vietnam expired on 22 January 2005.  The Company, through Asian Fame Development Ltd, has a 70% interest in the JV.  The JV owned and operated a 50 room hotel known as International Hotel (Saigon) in Ho Chi Minh City.  The People’s Committee of Ho Chi Minh City has vide its letter dated 14 December 2006 given its approval for the liquidation of the JV.
(b)
PN17/2005 status of Mulpha Land Berhad

Following the disposal of Mulpha Land Berhad’s (‘MLB’) ready-mixed concrete business which contributed 70% or more of the group’s revenue, MLB had on 15 March 2005 announced that it was an affected listed issuer pursuant to Paragraph 8.14C and Practice Note 17/2005 of the Listing Requirements. MLB had on 27 February 2006 submitted an application to Bursa Malaysia Securities Berhad for the upliftment of its PN17/2005 classification and the said upliftment was approved on 31 May 2006.
(c)
Disposal of Bukit Punchor Development Sdn Bhd
Bukit Punchor Holdings Sdn Bhd (‘BPHSB’) had on 28 April 2006 entered into a conditional Share Sale Agreement with Mulpha Land Berhad (‘MLB’) for the disposal of its 70% equity interest in Bukit Punchor Development Sdn Bhd (‘BPDSB’) for a consideration of RM882,000 and the settlement of an indicative amount of RM12,912,000 owing by BPDSB to BPHSB. Both BPHSB and MLB are subsidiaries of the Company. The disposal was completed on 11 July 2006 with the approvals of the Foreign Investment Committee and the shareholders of MLB having been obtained on 25 May 2006 and 27 June 2006 respectively.
(d)
Bid for Grand Hotel Group

Mulpha (SPV1) Pty Ltd (‘Bidco’), incorporated in Australia and an indirect wholly-owned subsidiary of the Company, had on 18 August 2006 submitted an unsolicited bid for Grand Hotel Group (‘GHG’), a stapled entity listed on the Australian Stock Exchange (‘the Bid’).  The principal activity of GHG is investment and operation of hotels which include the Grand Hyatt Melbourne, Hyatt Hotel Canberra, Hyatt Regency Adelaide and Hyatt Regency Perth.

The offer price was AUD0.85 cash and the Bid was for up to 100% of the total issued GHG securities of 258,697,060.  Bidco also entered into a Deed with Babcock and Brown Australia Pty Ltd, an Australian investment bank, to acquire 38,778,698 GHG securities (equivalent to a 14.99% stake in GHG) at a cash price of AUD0.85 per security.  Bidco would only retain 60% of the total issued GHG securities with the balance to be placed out and/or purchased by Sun Hung Kai International Ltd pursuant to a Placing Agreement.  The maximum obligation of Bidco would therefore be up to AUD131.9 million.

The Bid was subject to a number of conditions, which inter alia, included Bidco having a relevant interest in more than 50% of GHG securities and the necessary approvals being obtained from the Australian Foreign Investment Review Board.
The Bid had lapsed and the condition of having a minimum acceptance of more than 50% of GHG securities was not fulfilled at the close of the Bid on 7 November 2006.
23.
BANK  BORROWINGS

The bank borrowings as at 31 December 2006 are as follows:-

	
	
	
	RM’000
	RM’000

	
	
	
	
	

	Short term 
	-
	Secured
	117,000
	

	
	-
	Unsecured
	9,142
	126,142

	
	
	
	
	

	Long term
	-
	Secured
	
	624,783

	
	
	
	
	750,925


	
	
	RM’000

	
	‘000
	equivalent

	Bank borrowings raised by foreign subsidiaries and denominated in foreign currencies:
	
	

	Australian Dollar
	AUD 202,041
	563,693

	Hong Kong Dollar
	HKD   25,209
	11,457

	Singapore Dollar
	SGD     3,167  
	7,284

	Japanese Yen
	JPY  178,836
	5,312

	
	
	587,746


24. 
OTHER BORROWINGS
Other borrowings comprise of amounts owing to external bondholders by a wholly owned subsidiary. This subsidiary assumed the bond liability as consideration for the assignment to it of the future rent payable by another group company to an external lessor.

25.
MATERIAL LITIGATION

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

26.
DIVIDEND 

The Board of Directors does not recommend any dividend for the current financial year.

27.   
EARNINGS PER SHARE

The basic earnings per share for the year ended 31 December 2006 is calculated based on the  net profit of RM57,124,000 (2005: profit of RM294,346,000) and on the weighted average number of 1,194,078,196 (2005: 1,248,087,996) ordinary shares of 50sen each in issue.
The effects on the basic earnings per share for the current financial period arising from the assumed conversion of the warrants are anti-dilutive.  Accordingly, the diluted earnings per share for the current period is presented as equal to basic earnings per share.
By Order Of The Board

NG SENG NAM

Company Secretary

Petaling Jaya

28 February 2007
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