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A.
NOTES TO THE INTERIM FINANCIAL REPORT

A1
Accounting policies and basis of preparation

The interim financial report is unaudited and has been prepared in compliance with Malaysian Accounting Standards Board (“MASB”) 26, “Interim Financial Reporting” and Chapter 9 Part K of the Listing Requirements of Bursa Malaysia Berhad (formerly known as Kuala Lumpur Stock Exchange (“KLSE”)).

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the financial statements for the year ended 31st December 2003. 

A2
Audit report of preceding annual financial statement

There was no qualification on the annual audit report of the preceding financial year.

A3
Seasonality or cyclical factors
The Group’s operations were not affected by seasonal or cyclical factors.

A4
Unusual items affecting assets, liabilities, equity, net income or cash flows

There are no unusual items affecting assets, liabilities, equity, net income or cash flows of the Group during the period under review.

A5
Material changes in estimates
There are no material changes in estimates of amounts reported in prior financial period.
A6
Debt and equity securities

There were no issuance or repayment of debt and equity securities, share buy-backs, share cancellations, repurchase, resale or repayment of debt and equity securities during the period.

A7
Dividend paid

A final gross dividend of 2 sen per share less tax amounting to RM6,212,217 in respect of the year ended    31 December 2003 which was proposed by the Board were approved by the members at the Annual General Meeting of the Company held on 15 June 2004 and was paid on 13 August 2004.
No interim dividend is recommended by the Board in respect of the current quarter.

A8
Segment information

The segmental reporting for the current financial year to date were as follows:

	By Business Segment
	Turnover
	Profit/(Loss)

Before Tax

	
	6 months ended 

30 June 2004

RM’000
	6 months

ended 

30 June 2004

RM’000

	
	
	

	Investment holding
	5,077
	2,449

	Property development and management
	66,095
	2,974

	General contract  work
	11,633
	867

	Trading
	30,277
	4,338

	Hotel business
	11,295
	(963)

	Golf club and tourist resort
	4,939
	(403)

	Infrastructure and utilities *
	0
	36,804

	Others
	342
	(39)

	
	
	

	Total
	129,658
	46,027

	
	
	


* Share of profits from associated companies involved in infrastructure and utilities activities.

There is no segmental information analysis by geographical location as the Group operates predominantly in Malaysia. 

A9
Valuation of property, plant and equipment

The valuations of property, plant and equipment have been brought forward, without amendment from previous annual audited financial statements.

A10
Material events subsequent to the end of the interim period

There are no material events subsequent to the end of the reporting period which is likely to substantially affect the results of the operations of the Group other than the matters as disclosed in Note B11 “Material Litigation” to this Interim Financial Report.

A11
Changes in the composition of the Group

There were no changes in the composition of the Group during the current reporting quarter.

A12
Contingent liabilities


The contingent liabilities as at 30th June 2004 are as follows:

	a) Secured
	  RM’000

	    Guarantees to secure banking and other credit facilities 

     to subsidiaries and associated companies amounting to

    Foreclosure proceedings taken by a financial institution 

      for a third party charge created by a subsidiary company 

      over a piece of land
	5,860

18,731

	
	

	b) Unsecured
	

	    Claims on outstanding tax

    Letter of guarantee given to a supplier from a licensed

      financial institution

    Performance guarantees to third parties

    Corporate guarantee in respect of overdraft facility on         

      behalf of a subsidiary company
	1,150

250

774

37,600

	    Guarantee to Banks for end financing loans given to 

      house buyers
	5,447

	    Liquidated ascertained damages in respect of delays 

      encountered on delivery of projects
	76,200

	    Liquidated ascertained damages claims made by      

      house buyers
	13,039

	    Claims filed against the Group
	68,672

	
	

	
	227,723


B.
ADDITIONAL INFORMATION REQUIRED BY THE BURSA MALAYSIA BERHAD LISTING REQUIREMENTS

B1
Review of performance 

For the second quarter ended 30th June 2004, the Group registered a revenue of RM92.83 million as compared to RM36.82 million in the first quarter 2004, representing an improvement of 152% or RM56.01 million.  The increase in revenue was attributable to the property sector, which recorded RM57.46 million as compared to RM8.64 million in the first quarter. The trading and others sector contributed RM16.41 million and RM18.96 million respectively in the second quarter 2004 as compared to RM13.87 million and RM14.31 million respectively in the first quarter 2004. The Group recorded a gross profit of RM26.91 million for the current quarter.

B2
Comparison with preceding quarter’s results

The Group revenue for the current quarter was RM92.83 million compared to RM35.04 million recorded in the corresponding period of 2003 resulting an increase of RM57.79 million. The significant increase was due to the property sector revenue arising from the merger scheme.  The Group recorded a profit before tax of RM27.46 million against RM23.20 million in the preceding year quarter.

B3
Current year prospects

The Group will continue to focus in strengthening its position mainly in the utilities and property sectors through greater emphasis on competitive pricing and cost efficiency to improve the Group performance. In light of the improving economy and barring unforeseen circumstances, the Group envisage to achieve a favourable performance for the year 2004.

B4
Profit forecast and profit guarantee

No profit forecast or profit guarantee was issued for this financial period.

B5
Taxation
	
	

	
	3 months 

ended

30-06-04
	6 months 

ended

30-06-04

	
	RM’000


	RM’000

	Current year tax expenses
	1,392
	3,317

	Deferred tax transfer from balance sheet

Share of associated companies tax
	(2,364)

5,863
	(2,364)

10,822

	Total
	4,891
	11,775


The effective tax rate for the current quarter is lower than statutory tax rate as certain subsidiary companies of the Group are not taxable due to the availability of unabsorbed tax losses brought forward.

B6
Unquoted investment and properties

There was no purchase or disposal of unquoted investments and properties.

B7
Quoted securities

a) There were no purchases of quoted securities.

b) During the period under review, the company sold 1.8 million units of Worldwide Holdings Berhad warrants for a total consideration of RM8,922 and the loss from disposal was RM218,326.

c) As at 30th June 2004, the Group has the following quoted securities:

	
	Total

	
	RM’000

	Total investment at cost
	32,149

	Carrying cost
	32,149

	Total investment at market value 
	21,527


B8
Status of corporate proposals

There were no corporate proposals announced.

B9
Group borrowings

The Group borrowings as at 30th June 2004 and all denominated in local currency are as follows:-

	
	RM’000

	Long Term Borrowings :
	

	   Secured
	232,811

	   Unsecured
	0

	
	232,811

	
	

	Short Term Borrowings :
	

	   Secured
	88,343

	   Unsecured
	54,945

	
	143,288

	
	

	Total Borrowings
	376,099


B10
Off balance sheet financial instruments

There were no off balance sheet risks as at the date of this report that might materially affect the position or business of the Group. 

B11
Material litigation

Save as disclosed below, neither the company nor its subsidiary companies has been or are engaged in 

involved in any material litigation, claims or arbitration either as plaintiff or defendant and the Directors are not aware of any proceedings, pending or threatened, against the company or its subsidiary companies or of any facts likely to give rise to any proceedings which might materially affect the financial position or business of the company or its subsidiary companies.

Part A -Kumpulan Hartanah Selangor Berhad (KHSB) and/or its group of companies as the Plaintiff(s)

1.
Brisdale Rasa Development Sdn Bhd (“Brisdale Rasa”) instituted a suit vide Kuala Lumpur High Court Civil Suit No. S1-22-09-1998 against Silver Concept Sdn Bhd (“Silver Concept”) and the stakeholder to recover the sum of RM25,468,000 paid by Brisdale Rasa pursuant to an agreement dated 31 March 1997 in relation to the purchase of property by Brisdale Rasa for a total consideration of RM75,468,000.  Brisdale Rasa’s claim was on the grounds of frustration of contract through no fault of the parties.  It was ordered by the High Court that the sum of RM17,921,200 together with interest accruing thereon held by the stakeholder be paid into court.  A sum of RM19,320,673-05 was duly paid into the court.  After a full trial, the High Court dismissed Brisdale Rasa’s claim and held Brisdale Rasa to be in breach of the aforesaid agreement.  The High Court ordered the sum of RM7,546,800 paid by Brisdale Rasa as deposit pursuant to the said agreement to be forfeited in favour of Silver Concept.  Brisdale Rasa was also ordered to pay damages in the sum of RM415,147 to Silver Concept.

Brisdale Rasa appealed against the judgment of the High Court contending, inter alia, that the finding of the breach, the forfeiture of the deposit and the award of damages to Silver Concept.  Brisdale Rasa further applied for an Order for the release of the sum of RM19,320,673-05 previously paid into court.  Pursuant thereto, on 15 May 2002, the Court of Appeal ordered that the sum of RM19,320,673.05 previously paid into court pursuant to the decision of the High Court to be released together with interest thereon to the solicitors of Brisdale Rasa, in respect of which RM15,000,000 is to be held in a joint account with the solicitors for Silver Concept and the balance to be released unconditionally to the solicitors of Brisdale Rasa pending the hearing by the Court of Appeal of appeals and cross appeals by Silver Concept and Brisdale Rasa against various aspects of the High Court’s decision.   The sum of RM19,320,673-05 has been received by the solicitors of Brisdale Rasa of which the sum of RM15,000,000 has been placed in a joint fixed account with the solicitors of Silver Concept.  

The Court of Appeal hearing was held on 5 to 9 April 2004 and was fixed for continued hearing.for the week beginning from 17 May 2004.  On 13 May 2004 the Court informed that the Appeal will be adjourned to a date to be fixed.  The Directors of Brisdale Rasa are confident that Brisdale Rasa will succeed in its appeal. 

2.
Perangsang International Sdn Bhd (“PISB”) initiated an action against KBN Development Sdn Bhd vide Shah Alam High Court Suit No. 22-517-2000 claiming the sum of RM2,038,448.20 for project works undertaken by PISB.  The defendant has filed its defence.  The directors/solicitors of PISB cannot confirm as to the probability of the outcome of the suit at this stage.  The file on the matter is presently missing at the High Court and on the Court’s instruction, PISB’s solicitors have reconstructed the file.  The case is now pending case management.
Part B - KHSB and/or its group of companies as the Defendant(s)
1.
On 30 July 2002, Lembaga Hasil Dalam Negeri (“LHDN”) sent a notification of Civil Proceedings against Brisdale Holdings Berhad (“BHB”) for the recovery of income tax amounting to the sum of RM23,382,098.27 for the years of assessment 1998 and 1999.  BHB has resolved to settle the amount by a monthly instalment scheme proposed after a meeting with LHDN which is RM100,000-00 per month.  To date a sum of RM3,412,659.59 has been paid to LHDN. The Directors of BHB are taking steps to prevent any proceedings being commenced against BHB.  

2. Upright Dignity Sdn Bhd (“Upright Dignity”) instituted an action for specific performance and other consequential relief against Perbadanan Kemajuan Pertanian Selangor (“PKPS”), SAP Holdings Berhad (“SAP”) and Desa Hilir Sdn Bhd (“Desa Hilir”) at the Shah Alam High Court vide Civil Suit No. MT4-21-60-2000 in relation to a sale and purchase agreement dated 24 April 2000 purportedly entered into between Desa Hilir as attorney for PKPS and SAP and Upright Dignity in respect of a piece of land held under H.S.(D) 1426 P.T. No. 4466 Mukim Dengkil, Daerah Sepang, Selangor Darul Ehsan measuring approximately 556.482 acres (“Said Land”) of which PKPS was the registered proprietor.  

The purported Sale and Purchase Agreement dated 24 April 2000 was entered into between Desa Hilir and Upright Dignity, and neither SAP nor PKPS were aware of the said transaction nor did they give their consent to the purported sale of the Said Land.

Upright Dignity has also claimed in the alternative for a refund of all monies paid by Upright Dignity to Desa Hilir with interest at 8% per annum from 25 April 2000 and damages for breach of contract.  The full trial has been adjourned to 1 and 2 July 2004, 24 and 25 August 2004 for continued hearing.


The directors/solicitors are of the opinion that SAP (not being a party to the Sale and Purchase Agreement between Desa Hilir and Upright Dignity) has good defence against the claim taken by Upright Dignity.
3.
AmFinance Berhad (“AMF”) has instituted foreclosure proceedings against SAP Holdings Berhad (“SAP”) vide Shah Alam High Court Originating Summons No. MT1-24-1770-2002 in respect of a piece of land held under H.S.(D) 20034 PT No. 26549 Mukim Batu Daerah Gombak (“Said Land”).


SAP, the registered proprietor of the said land, created  a third part charge over the said land in favour of AMF as security for the loan facility of RM17.0 million granted by AMF to Cergas Tegas Sdn Bhd (“CTSB”) pursuant to a Joint Venture Agreement dated 12 January 1991 entered into between SAP and CTSB.


AMF has been seeking an order for sale of the Said Land arising from CTSB’s default in payment of the said facility.  SAP has taken steps to oppose the foreclosure proceedings and has also proceeded to take the necessary legal action to protect its interest in the Said Land.


The matter was fixed for hearing of an application to intervene by the Administrator of the estate of Mohan Singh on 14 July 2004. However, the hearing of the application was adjourned to 26 April 2005 on the request of the Plaintiff’s counsel.

The directors/solicitors of SAP are of the opinion that the foreclosure action by AMF cannot be proceeded with.


CTSB filed an action vide Kuala Lumpur High Court No. S2-22-185-2004 alleging that SAP’s termination of the joint venture agreement and the agreements ancillary thereto was wrongful and claimed for the transfer of the ownership of the Said Land to CTSB (even though the balance of the consideration was not paid in full together with interest and other cost involved), damages to be assessed and the loss of profits of approximately RM350 million.


SAP has filed its defence and made a counterclaim against CTSB for four (4) fundamental breaches of the joint venture agreement by CTSB and claiming for the return of vacant possession of the Said Land, damages of RM399 million and an indemnity against all claims in the foreclosure proceedings. The case is now fixed for pre trial case management on 1 October 2004.

The directors/solicitors of SAP are of the opinion that SAP has good case against CTSB in the counterclaim and SAP’s solicitors are in the process to apply to strike off CTSB’s claim against SAP.
4.
Mazli Mohamed, a former General Manager of Hotel Management, Hotel Development and Operation at the Holiday Inn instituted proceedings against SAP Holdings Berhad (“SAP”) vide Industrial Court Suit No. 7/4-480/98 on 5 September 1998 seeking reinstatement to his former job or in the alternative, compensation for purported wrongful dismissal.    


SAP’s application for judicial review on the Judge’s refusal to allow SAP’s counsel to cross-examine the Claimant was heard on 23 July 2004. The case is now fixed for mention on 17 September 2004. The High Court Judge ordered that all proceedings in the Industrial Court to be stayed pending the final decision on the judicial review. 


The directors/solicitors of SAP are of the opinion that SAP has a good case in defence against Mazli Mohamed.
5.
Menara Setia Sdn Bhd (“Menara Setia”) initiated an action against SAP Ulu Yam vide Kuala Lumpur High Court Suit No. D3-22-2111-2002 claiming for the sum of RM1,893,200-14 together with all cost and interest thereon at the rate of eight (8%) per cent per annum from 22 April 1998 to the date of settlement for the amount allegedly due for the earthworks undertaken by Menara Setia for Ulu Yam Heights Development.

The Company have been advised by its solicitors that the Plaintiff’s claim is likely to be struck off on the ground that its previous claim against the Company vide Kuala Lumpur High Court Summons No. D2-22-2467-99 pursuant to the same cause of action had been struck off with costs by the Senior Assistant Registrar of the High Court on 16 January 2001 and the Plaintiff’s appeal against the Senior Assistant Registrar’s decision was dismissed with cost on 28 January 2002. The case in now fixed for case management on 9 October 2004.
6. Autoways Construction Sdn Bhd (“Autoway”) instituted an action against Perangsang International Sdn Bhd (“PISB”) Shah Alam High Court Civil Suit No. MT5-22-781-2001 claiming the sum of RM60,000,000 as damages an loss of future profits pursuant to the UNITEN project and obtained summary judgement in respect of its claim on 19 July 2002.  On 21 November 2002, PISB was successful in its appeal to set aside the summary judgement.  The case now fixed for a re-hearing of the Plaintiff’s application for summary judgement before the Deputy Registrar on 31 July 2003.  However, the application was struck off as the Plaintiff and the Official Assignee did not appear in Court.

The solicitors of PISB are of the opinion that part of Autoway’s action against PISB may amount to 

duplicity of proceedings and PISB may be able to raise the defence of res judicata.  Autoways being a wound up company will not be able to proceed with the matter unless consent is granted by the Official Assignee.  To date there has been no action taken by Autoways to obtain such consent.   

7.

RA Link Consultant and Advisors (“RA Link”) instituted an action against Perangsang International Sdn Bhd (“PISB”) vide Shah Alam High Court Summons No. MT2-22-500-2000 claiming the sum of RM2,005,000 being payment for services rendered.  On 21 November 2002, PISB’s application to strike out the plaintiff’s claim was dismissed.  RA Link has subsequently filed an application for summary judgement for its claim.  On 4 August 2003, the court ordered the parties to file written submission with respect to the summary judgement application and on 17 October 2003 the said application was dismissed by the court.  The court has not fixed the date for pre-trial management for the case yet.  In the meantime, PISB’s solicitors are in the process of making an application to amend the summons to recover the RM500,000 paid to the plaintiff.  The directors/solicitors of PISB cannot confirm as to the probability of the outcome of the suit at this stage.

B12
Dividends

A final gross dividend of 2 sen per share less tax amounting to RM6,212,217 in respect of the year ended    31 December 2003 which was proposed by the Board were approved by the members at the Annual General Meeting of the Company held on 15 June 2004 and was paid on 13 August 2004.

No interim dividend has been recommended or declared for this financial period.
B13
Earnings per share

The calculation of earnings per share is based on net profit for the period of RM15,852,000 divided by the number of ordinary shares of 431,403,960.

BY ORDER OF THE BOARD

HASHIMAH MOHD ISA

Company Secretary

Date:   27 August 2004
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