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29. MODAL SAHAM

Bilangan Saham Biasa

bernilai RM1 sesaham Jumlah
2006 2005 2006 2005
'000 '000 RM'000 RM'000
Dibenarkan:
Pada 1 Januari/31 Disember 200,000 200,000 200,000 200,000
Diterbitkan dan dibayar penuh:
Pada 1 Januari/31 Disember 102,000 102,000 102,000 102,000

30. KEUNTUNGAN TERTAHAN

Pada 31 Disember 2006, Syarikat mempunyai keuntungan dikecuali tersedia untuk diagihkan sebanyak lebih kurang
RM26,000,000 (2005: RM26,000,000), tertakluk kepada persetujuan Lembaga Hasil Dalam Negeri.

Syarikat mempunyai kredit cukai yang mencukupi di bawah Seksyen 108 Akta Cukai Pendapatan 1967 yang
mencukupi untuk membayar dividen daripada keseluruhan keuntungan tertahannya pada 31 Disember 2006.

31. PINJAMAN

Kumpulan Syarikat
2006 2005 2006 2005
RM'000 RM'000 RM'000 RM'000
Pinjaman Jangka Pendek
Bercagar:
Overdraf bank 11,855 11,711 11,855 11,711
Kredit pusingan 20,840 29,500 20,840 29,500
Penerimaan bank 14,295 16,806 11,333 13,847
Pinjaman berjangka 15,893 12,5671 1,543 -
Sewa beli perlu dibayar (Nota 32) 1,597 5,172 1,411 4,996
64,480 75,760 46,982 60,054
Tidak bercagar:
Overdraf bank 8,678 7,088 5,223 4,079
73,158 82,848 52,205 64,133
Pinjaman Jangka Panjang
Dicagar:
Pinjaman berjangka 13,835 14,140 9,635 -
Sewa beli perlu dibayar (Nota 32) 1,293 17,975 1,023 17,634

15,128 32,115 10,558 17,534
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31. PINJAMAN (SAMB.)

Kumpulan Syarikat

2006 2005 2006 2005

RM'000 RM'000 RM'000 RM'000
Jumlah Pinjaman
Overdraf bank (Nota 28) 20,533 18,799 17,078 15,790
Kredit pusingan 20,840 29,500 20,840 29,500
Penerimaan bank 14,295 16,806 11,333 13,847
Pinjaman berjangka 29,728 26,711 11,078 -
Sewa beli perlu dibayar (Nota 32) 2,890 23,147 2,434 22,530

88,286 114,963 62,763 81,667
Kematangan pinjaman

(tidak termasuk sewa beli perlu dibayar)

Dalam tempoh satu tahun 71,561 77,676 50,794 59,137
Lebih daripada 1 tahun dan kurang daripada 2 tahun 6,530 9,840 2,230 -
Lebih daripada 2 tahun dan kurang daripada 5 tahun 7,305 4,300 7,305 -

85,396 91,816 60,329 59,137

Dalam tahun kewangan, Syarikat tidak memenuhi obligasi bayaran baliknya berhubung dengan kemudahan kredit
pusingan dengan AmBank (M) Berhad.

Pada 3 Julai 2007, Ho Hup Jaya Sdn Bhd (“HHJ"), sebuah subsidiari milik penuh Syarikat, menandatangani Perjanjian
Jual Beli dengan Tenterajaya (M) Sdn Bhd untuk melupuskan tiga bidang tanah pembangunan pegangan kekal
("Tanah") dipegang di bawah Geran Mukim No. 3, Lot No. 584, Geran Mukim No. 4 Lot No. 585 dan Geran Mukim
No. 5 Lot No. 599 kesemuanya dalam Mukim Ulu Klang, Daerah Gombak dan Negeri Selangor keluasan masing-
masing lebih kurang 5.62 ekar, 4.47 ekar dan 4.62 ekar bagi jumlah balasan tunai sebanyak RM23,081,494.00 sahaja.

Syarikat berhasrat untuk membayar balik kemudahan kredit pusingan sebanyak RM5,086,585 mengguna perolehan
daripada pelupusan tersebut.

Purata wajaran kadar faedah berkesan bagi tahun kewangan untuk pinjaman adalah seperti berikut:

Kumpulan Syarikat
2006 2005 2006 2005
% % % %
Overdraf bank 8.33 7.65 8.30 7.62
Kredit pusingan 8.03 6.62 8.03 6.62
Penerimaan bank 4.50 411 4.57 4.09

Pinjaman berjangka 8.62 7.50 9.25 -
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PINJAMAN (SAMB.)

Overdraf bank bercagar, kredit pusingan dan penerimaan bank Kumpulan dan Syarikat dicagar oleh aset-aset tertentu
Kumpulan dan Syarikat sebagaimana dinyatakan dalam Nota 17, Nota 19 dan Nota 28.

Berkuat kuasa dari 21 September 2006, 52 Akaun Sewa Beli Syarikat telah di struktur semula kepada kemudahan
pinjaman berjangka sebanyak RM11,077,525.

Pinjaman bercagar Kumpulan dicagar melalui:

(a)

(b)

(c)

(d

(e)

Gadaian undang-undang pertama ke atas tanah dipegang untuk pembangunan dan hartanah pembangunan
subisidiari-subsidiari sebagaimana dinyatakan dalam Nota 19;

Gadaian undang-undang pertama pihak pertama ke atas tanah dipegang di bawah H.S (D) 812 Lot No. PT 4150,
Mukim Cheras, Daerah Hulu Langat, Selangor Darul Ehsan sebagaimana dinyatakan dalam Nota 18;

Gadaian tetap melalui debentur ke atas jentera/peralatan yang dibebankan didaftarkan atas nama Syarikat yang
terdiri daripada mesin pengorek, kren, jentolak, traktor caterpillar, penggelek penggetar, traktor dan trak kargo,
jentera rangkak, jentera angkat roda dan peralatan pembinaan seumpamanya, yang boleh diterima oleh Bank dan
mempunyai nilai pasaran tidak kurang daripada RM10 juta (“Jentera”) dan senarai Jentera hendaklah dipersetujui
oleh semua pihak;

Pengendorsan tuntutan pemilikan di Jabatan Pengangkutan Jalan ke atas jentera/peralatan berdaftar melalui
pendaftaran e-Hakmilik; dan

Jaminan korporat oleh Syarikat.

SEWA BELI PERLU DIBAYAR

Kumpulan Syarikat
2006 2005 2006 2005
RM'000 RM'000 RM'000 RM'000

Bayaran minima:
Tidak melebihi 1 tahun 1,788 7,238 1,685 7,034
Lebih daripada 1 tahun dan tidak melebihi 2 tahun 657 7,176 509 6,973
Lebih daripada 2 tahun dan tidak melebihi 5 tahun 678 13,549 b44 13,268

3,123 27,963 2,638 27,275
Tolak: Caj pembiayaan masa hadapan (233) (4,816) (204) (4,745)
Nilai semasa sewa beli perlu dibayar 2,890 23,147 2,434 22,530
Nilai semasa sewa beli perlu dibayar
Tidak melebihi 1 tahun 1,597 5,172 1,411 4,996
Lebih daripada 1 tahun dan tidak melebihi 2 tahun 627 5,732 488 5,546
Lebih daripada 2 tahun dan tidak melebihi 5 tahun 666 12,243 535 11,988

2,890 23,147 2,434 22,530
Dianalisis sebagai:
Perlu dibayar dalam tempoh 12 bulan (Nota 31) 1,597 5,172 1,411 4,996
Perlu dibayar selepas 12 bulan (Nota 31) 1,293 17,975 1,023 17,534

2,890 23,147 2,434 22,530
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SEWA BELI PERLU DIBAYAR (SAMB.)

Pemiutang sewa beli menanggung faedah dalam tahun di antara 2.32% dan 4.73% (2005: 1.26% dan 10.72%)
setahun.

Dalam tahun kewangan, Syarikat memungkirkan bayaran ansuran kemudahan sewa belinya dengan AmBank (M)
Berhad. Selaras dengan itu, semua ansuran sewa beli di bawah kemudahan sewa beli ini sebanyak RM53,000, yang
pada asalnya dijadualkan bagi bayaran balik selepas 31 Disember 2007, diklasifikasikan semula sebagai liabiliti semasa.

Pada 3 Julai 2007, Ho Hup Jaya Sdn Bhd (“HHJ"), sebuah subsidiari milik penuh Syarikat, menandatangani Perjanjian
Jual dan Beli dengan Tenterajaya (M) Sdn Bhd untuk melupuskan tiga bidang tanah pembangunan pegangan kekal
("Tanah"”) dipegang di bawah Geran Mukim No. 3 Lot No. 584, Geran Mukim No. 4 Lot No. 585 dan Geran Mukim
No. 5 Lot No. 599 semua di Mukim Ulu Klang, Daerah Gombak dan Negeri Selangor masing-masing berukuran kira-
kira 5.62 ekar, 4.47 ekar dan 4.62 ekar bagi jumlah balasan tunai sebanyak RM23,081,494.00 sahaja.

Syarikat berhasrat untuk membayar semula kemudahan sewa beli sebanyak RM1,425,620 menggunakan perolehan
daripada pelupusan di atas.

CUKAI TERTUNDA

Kumpulan Syarikat
2006 2005 2006 2005

RM'000 RM'000 RM'000 RM'000
Pada 1 Januari 71 212 - -
Diiktiraf dalam penyata pendapatan (Nota 15) (92) (141) - -
Pada 31 Disember (21) 71 - -
Dikemukakan selepas penolakan sewajar seperti berikut:
Aset cukai tertunda (5,564) (6,051) (5,139) (5,626)
Liabiliti cukai tertunda 5,643 6,122 5,139 5,626

(21) 71 - -
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33. CUKAI TERTUNDA (SAMB.)

Komponen dan pergerakan liabiliti dan aset cukai tertunda dalam tahun kewangan sebelum pengimbangan adalah
seperti berikut:

Liabiliti cukai tertunda Kumpulan:

Elaun Jumlah

Modal Boleh
Dipertingkatkan  Diterima Jumlah
RM'000 RM'000 RM'000
Pada 1 Januari 2006 5,998 124 6,122
Diiktiraf dalam penyata pendapatan (579) - (579)
Pada 31 Disember 2006 5,419 124 5,543
Pada 1 Januari 2005 6,139 124 6,263
Diiktiraf dalam penyata pendapatan (1471) - (1471)
Pada 31 Disember 2005 5,998 124 6,122

Aset cukai tertunda Kumpulan:
Kerugian Cukai
Tidak Digunakan

dan Elaun Jumlah
Modal Tidak Boleh
Diserap Diterima Jumlah
RM'000 RM'000 RM'000
Pada 1 Januari 2006 (5,911) (140) (6,051)
Diiktiraf dalam penyata pendapatan 487 - 487
Pada 31 Disember 2006 (5,424) (140) (5,564)
Pada 1 Januari/31 Disember 2005 (5,911) (140) (6,051)
Liabiliti cukai tertunda Syarikat:
Elaun
Modal
Dipertingkatkan
RM'000
Pada 1 Januari 2006 5,626
Diiktiraf dalam penyata pendapatan (487)
Pada 31 Disember 2006 5,139

Pada 1 Januari/31 Disember 2005 5,626
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CUKAI TERTUNDA (SANMB.)
Aset cukai tertunda Syarikat:

Kerugian
Cukai Tidak
Digunakan
dan Elaun
Modal Tidak

Diserap

RM'000

Pada 1 Januari 2006 (5,626)
Diiktiraf dalam penyata pendapatan 487

Pada 31 Disember 2006 (5,139)
Pada 1 Januari/31 Disember 2005 (5,626)

Aset cukai tertunda tidak diiktiraf berhubung dengan berikutnya seperti berikut:

Kumpulan Syarikat
2006 2005 2006 2005
RM'000 RM'000 RM'000 RM'000

Kerugian cukai tidak digunakan 139,839 107,164 35,934 29,548
Elaun modal tidak diserap 719 658 - -
Perbezaan sementara lain 25,232 14,985 14,233 8,775

165,790 122,807 50,167 38,323

Ketersediaan kerugian cukai tidak digunakan dan elaun modal tidak diserap bagi pengimbangan terhadap keuntungan
boleh dicukai masa hadapan kumpulan adalah tertakluk kepada perubahan-perubahan besar dalam pemegangan saham
subsidiari-subsidiari tersebut di bawah Seksyen 44(5A) dan (5B) Akta Cukai Pendapatan, 1967.

Aset-aset cukai tertunda tidak diiktiraf berhubung dengan kerugian cukai tidak digunakan dan elaun modal tidak

diserap memandangkan adalah tidak mungkin bahawa keuntungan boleh dicukai masa hadapan akan tersedia terhadap
yang mana ia boleh digunakan berdasarkan rancangan semasa syarikat masing-masing.

DAGANGAN PERLU DIBAYAR

Kumpulan Syarikat
2006 2005 2006 2005
RM'000 RM'000 RM'000 RM'000
Dagangan perlu dibayar 56,366 64,657 42,540 51,354
Jumlah dagang terakru 5,110 4,965 2,089 1,927
Pendahuluan diterima ke atas kontrak (Nota a) 31,578 30,250 31,578 30,250
Jumlah tahanan ke atas kontrak 10,542 12,730 10,418 12,730

104,096 112,602 86,625 96,261
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34. DAGANGAN PERLU DIBAYAR (SAMB.)

35.

Tempoh kredit dagangan biasa yang diberi kepada Kumpulan adalah di antara 30 hingga 120 hari (2005: 30 hingga 120
hari).

Nota a

Jumlah ini mewakili pendahuluan yang diterima daripada Kerajaan Madagascar berhubung dengan kontrak pembinaan
yang telah ditamatkan. Butir-butir mengenai prosiding timbangtara dengan Kerajaan Madagascar dinyatakan dalam Nota
25(b).

LAIN-LAIN JUMLAH PERLU DIBAYAR

Kumpulan Syarikat
2006 2005 2006 2005
RM'000 RM'000 RM'000 RM'000
Jumlah terhutang kepada subsidiari-subsidiari - - 20,812 19,607
Jumlah terhutang kepada pelabur bersekutu 1,211 1,211 - -
Jumlah terhutang kepada syarikat/estet dalam mana para
Pengarah tertentu mempunyai kepentingan benefisal 4,499 3,643 4,037 3,155
Akruan 8,556 8,013 6,448 5,609
Jumlah runcit perlu dibayar 10,869 4,940 9,060 3,647
Peruntukan pampasan lewat penyerahan (Nota a) 13,000 6,211 - -
38,135 23,918 40,357 31,718
Nota a
Pada 1 Januari 6,211 3,488 - -
Peruntukan tambahan dalam tahun (Nota 10(b)) 6,793 5,925 - -
Bayaran dibuat dalam tahun (4) (3,202) - -
Pada 31 Disember 13,000 6,211 - -

Jumlah hutang kepada subsidiari-subsidiari dan pelabur bersekutu adalah tidak bercagar, tanpa faedah dan tidak
mempunyai tempoh tetap bagi bayaran balik.

Termasuk dalam akruan dibayar oleh Kumpulan adalah jumlah sebanyak RM2,542 (2005: RM2,542) terhutang kepada
Sri Rakyat Management Sdn Bhd ('Sri Rakyat'), Bukit Jalil Development Sdn Bhd ("BJD"), subsidiari kepada Syarikat,
memperbadankan Sri Rakyat sebagai jentera untuk melaksanakan obligasi dan tanggungjawab BJD di bawah Akta Hak
Milik Strata 1985 (Akta 318) & Peraturan Hak Milik Strata 1988 ("Akta"), sebagai pemilik asal. Sri Rakyat akan
menyediakan perkhidmatan pengurusan dan penyelenggaraan bagi apartmen kos rendah dan akan dipindahkan kepada
pemilik-pemilik parsel apartmen kos rendah apabila selesai pemindahan hak milik strata berhubung dengan semua
parsel oleh BJD atau selepas membuat perintah di bawah subseksyen (2) Seksyen 64A Akta.



36. LIABILITI LUARJANGKA

37.

Jaminan diberi kepada institusi kewangan berhubung
dengan kemudahan kredit yang diberi kepada
subsidiari-subsidiari
— Tidak bercagar

Jaminan diberi kepada institusi kewangan berhubung
dengan bon pelaksanaan, deposit jaminan dan tender
yang dikeluarkan oleh institusi kewangan memihak
kepada pihak-pihak ketiga untuk projek pembinaan
— Bercagar
— Tidak bercagar
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Kumpulan Syarikat
2006 2005 2006 2005
RM'000 RM'000 RM'000 RM'000
- - 27,650 35,711
60,503 65,832 60,503 65,832
- 15,794 - 15,794
60,503 81,626 60,503 81,626

Jaminan bercagar Kumpulan dan Syarikat adalah dicagar terhadap deposit tetap Kumpulan dan Syarikat masing-masing

sebagaimana dinyatakan dalam Nota 28.

URUSNIAGA PIHAK BERKAITAN YANG PENTING

Dengan subsidiari-subsidiari
Pembelian bahan daripada Tru-Mix Concrete Sdn. Bhd.

Bil-bil progress bagi kerja-kerja pembinaan yang
diadakan untuk Bukit Jalil Development Sdn. Bhd.

Bil-bil progress bagi kerja-kerja pembinaan yang
diadakan oleh Homeg Sdn. Bhd.

Faedah pendapatan daripada:
— Bukit Jalil Development Sdn. Bhd.
— Homeg Sdn. Bhd.

Pendapatan sewa daripada:
— Bukit Jalil Development Sdn. Bhd.
— Tru-Mix Concrete Sdn. Bhd.

Kumpulan
2006 2005
RM'000 RM'000

Syarikat

2006 2005
RM'000 RM'000
1,122 3,377
12,671 40,032
- 90
11,269 10,195
1,829 1,626
9 —
- 107
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37. URUSNIAGA PIHAK BERKAITAN YANG PENTING (SAMB.)

Kumpulan Syarikat
2006 2005 2006 2005
RM'000 RM'000 RM'000 RM'000

Dengan syarikat/estet/individu dalam mana

para Pengarah tertentu dianggap mempunyai

kepentingan benefisal/yang berkaitan dengan
Bayaran sewa pejabat dan stor perlu dibayar

— Low Chee & Sons Sdn. Bhd. 678 627 678 627

— Estet Low Chee 88 88 54 54

— Concrete Paver Industries Sdn. Bhd. 130 130 - -

— Tang Sau Kuan 96 96 - -
Pendapatan sewa daripada:

— Tepat Concrete Industries Sdn. Bhd. 60 120 60 120
Pembelian bahan daripada:

— Tara Technic Sdn. Bhd. 82 217 82 217

— Tepat Concrete Industries Sdn. Bhd. 171 - 171 -

Para Pengarah berpendapat bahawa semua urusniaga di atas telah diuruskan dalam perjalanan biasa perniagaan dan
telah diwujudkan atas terma-terma dan syarat-syarat yang tidak jauh berbeza daripada yang diperolehi dalam urusniaga
dengan pihak bukan berkaitan.

38. PERISTIWA PENTING DALAM TAHUN KEWANGAN

(a) Pada 20 Januari 2006, Syarikat memperbadankan sebuah subsidiari milik penuh, Ho Hup Corporation (South
Africa) Pty Ltd di Afrika Selatan dengan modal saham yang dibenarkan sebanyak South African Rand (“Rand”)
10,000 dan modal saham yang diterbitkan dan berbayar sebanyak Rand 1,000 terdiri daripada 1,000 saham biasa
bernilai Rand 1.00 sesaham.

(b) Pada 8 Februari 2006, subsidiari Syarikat, Ho Hup Corporation (South Africa) Pty Ltd (“HHCSA") melanggan bagi
49 saham biasa bernilai Rand 1.00 sesaham mewakili 49% daripada modal saham yang diterbitkan dan berbayar
Ho Hup Ubunye Construction Pty Ltd (“Ho Hup Ubunye”) bagi jumlah balasan tunai sebanyak Rand 49
bersamaan dengan RM30.57.

(c) Pada 31 Julai 2006, Bursa Malaysia Securities Berhad (“Bursa Securities”) teguran awam dan mengenakan
denda sebanyak RM21,000 ke atas Syarikat bagi pemungkiran perenggan 9.23(b) Syarat-syarat Penyenaraian
Bursa Securities (“LR Bursa Securities”).

Syarikat telah memungkiri perenggan 9.23(b) LR Bursa Securities kerana gagal untuk menyerahkan akaun teraudit
tahunan bagi tahun kewangan berakhir 31 Disember 2005 (“AAA 2005") pada tarikh akhir 30 April 2006. Syarikat
hanya menyerahkan AAA 2005 kepada Bursa Securities bagi pengumuman awam pada 31 Mei 2006.

Teguran awam dan denda dikenakan selaras dengan perenggan 16.17 LR Bursa Securities selepas mengambil
pertimbangan semua faktor berkaitan.

(d) Pada 3 Ogos 2006, Syarikat menandatangani Perjanjian Jual dan Beli (“S&P") dengan Bina Plastic Industries Sdn
Bhd (“BPI"”) untuk melupuskan dua (2) bidang Tanah Perindustrian dipegang di bawah Geran No. 23482, Lot No.
4157 dan Geran No. 23375, Lot No. 4152, kedua-dua Mukim Cheras, Daerah Ulu Langat, Negeri Selangor
berukuran kira-kira 201,123.66 dan 152,987.45 kaki per segi bagi jumlah balasan tunai sebanyak RM14,341,499.96
sahaja.

2 bidang tanah dibeli pada tahun 1985 pada kos sebanyak RM2.78 juta. Keuntungan ke atas pelupusan tanah-
tanah ini berjumlah RM11.6 juta ditunjukkan dalam Nota 10(a).
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39. PERISTIWA PENTING SELEPAS TARIKH KUNCI KIRA-KIRA

(a)

(b)

(c)

(d)

Pada 10 Januari 2007, Syarikat telah disampaikan dengan Writ Saman dan Penyata Tuntutan oleh AmBank (M)
Berhad (“AmBank”) bagi jumlah sebanyak RM5,086,584.95 bagi Kemudahan Kredit Pusingan dan faedah
berterusan.

Pada 16 Mac 2007, Penyata Pembelaan telah difailkan oleh Syarikat. Perkara ini ditetapkan bagi Siasatan Tanah di
Pejabat Tanah Gombak pada 27 Mac 2007 berhubung dengan permohonan oleh AmBank untuk merampas tanah
di Lot 584, 585 dan 599 di Mukim Ulu Klang, Daerah Gombak (“Harta”). Pada tarikh tersebut, peguam cara
AmBank telah mengambil tarikh lain untuk membolehkan Syarikat meneruskan dengan Perjanjian Jual & Beli
(menjual harta kepada pihak ke3).

Syarikat telah pada 3 Julai 2007 menandatangani Perjanjian Jual & Beli untuk melupuskan 3 bidang tanah yang
pada masa ini digadai kepada AmBank. Perolehan pelupusan kira-kira RM23 juta akan digunakan, antara lainnya,
bagi penebusan Kemudahan Kredit Pusingan. Selepas Perjanjian Jual dan Beli ditandatangani, AmBank telah
bersetuju untuk menahan tindakan undang-undang menunggu penyelesaian. Siasatan tanah yang dimulakan oleh
AmBank telah ditangguhkan sehingga 21 Ogos 2007 disebabkan pelupusan 3 bidang tanah.

Pada 14 Mac 2007, Syarikat mengeluarkan jaminan korporat sebanyak RM40 juta memihak kepada UOB Bank
(Malaysia) Berhad berhubung dengan RM40 juta kemudahan kewangan kontrak kepada Bayu Melati Sdn Bhd. Ini
adalah untuk memudahkan pembiayaan projek Lebuh Raya Trans Eastern Kedah Interland yang mana Syarikat
adalah subkontraktor utama.

Pada 18 April 2007, sekutu Syarikat, Ho Hup Ubunye Construction Pty Ltd (“HH Ubunye"”) menyampaikan Notis
Usul di bawah kes no. 2007/8363 di Mahkamah Tinggi Afrika Selatan (Bahagian Tempatan Witwatersrand) ke atas
Syarikat dan Ho Hup Corporation (South Africa) Pty Ltd (“HHCSA"), subsidiari Syarikat, masing-masing
merupakan Defendant Pertama dan Kedua bagi bayaran berjumlah sekurang-kurangnya Rand 29,680,000
(bersamaan dengan RM14.65 juta) mewakili modal boleh diguna, kos permulaan dan operasi, dan kos ditanggung
dalam menyewa loji dan peralatan kena dibayar oleh Syarikat dan HHCSA kepada HH Ubunye.

Syarikat telah melantik STRB Smith Tabatha Buchanan Boyes untuk mewakili Syarikat di Johannesburg dan untuk
memfailkan jawapan sewajarnya di Mahkamah dan peguam cara berpendapat bahawa kes ini adalah remeh.
Syarikat telah mengarahkan peguam cara untuk membuat permohonan bagi membubarkan HH Ubunye
disebabkan keretakan dalam perhubungan di antara pemegang-pemegang saham HH Ubunye.

Pada 3 Julai 2007, Ho Hup Jaya Sdn Bhd, subsidiari milik penuh Syarikat, menandatangani Perjanjian Jual dan
Beli dengan Tenterajaya (M) Sdn Bhd untuk melupuskan tiga bidang tanah pembangunan pegangan kekal
("Tanah”) dipegang di bawah Geran Mukim No. 3 Lot No. 584, Geran Mukim No. 4 Lot No. 585 dan Geran
Mukim No. 5 Lot No. 599 semua dalam Mukim Ulu Klang, Daerah Gombak dan Negeri Selangor masing-masing
berukuran kira-kira 5.62 ekar, 4.47 ekar dan 4.62 ekar bagi jumlah balasan tunai sebanyak RM23,081,494.00
sahaja.
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Yip Chee Seng & Sons Sdn Bhd, subkontraktor Syarikat telah mengemukakan satu tuntutan dengan Mahkamah
Tinggi, Kuala Lumpur pada 17 Februari 2003. Tuntutan tersebut adalah untuk kerja-kerja tanah yang telah
dilakukan untuk projek Sistem Transit Aliran Ringan Dua bagi Kuala Lumpur. Kuantum yang dituntut adalah untuk
jumlah RM1,023,685 berserta dengan faedah pada kadar 8% setahun dari 26 Julai 2002 sehingga realisasi
("Tuntutan”). Syarikat menafikan bahawa ia bertanggungjawab dan telah mengemukakan tuntutan balas berjumlah
RM1,413,522 berserta dengan faedah 8% setahun dari 18 April 2003 (tarikh memfailkan tuntutan balas) sehingga
realisasi.

Pada 1 Mac 2004, Mahkamah telah mengeluarkan Perintah Interim (“Perintah”) bahawa jumlah RM1,023,585
yang ditempatkan di dalam satu deposit tetap berasingan dalam bank dengan Yip Chee Seng & Sons Sdn Bhd
dan Syarikat merupakan penandatangan bersama. Syarikat telah merayu kepada Mahkamah Rayuan berhubung
keputusan tersebut. Mahkamah menetapkan 10 September 2007 sebagai pengurusan kes. Perkara telah
ditetapkan untuk perbicaraan pada 11 Mac 2008, 12 Mac 2008 dan 13 Mac 2008.

Para peguam Syarikat berpendapat bahawa Syarikat akan berusaha untuk mengenepikan Perintah tersebut dan
membuat pembelaan terhadap Tuntutan. Tidak ada halangan yang diramalkan pada peringkat ini bagi Syarikat
dalam membuktikan tuntutan balasnya semasa perbicaraan.

Pada 17 April 2003, Ho Hup Jaya Sdn Bhd (“HH Jaya”), sebuah subsidiari milik penuh Syarikat, telah
menandatangani perjanjian jual beli bersyarat dengan Khoo Soon Lee Realty Sdn Bhd (“KSL") bagi pelupusan dua
bidang tanah pembangunan seluas 52.668 hektar dan 39.504 hektar yang dipegang di bawah hak milik induk
H.S.(D) 257249 PTD No 71047 dan H.S.(D) 258295 PTD No 71065, kedua-duanya terletak dalam Mukim Pulai,
Daerah Johor Bahru, bagi balasan tunai sebanyak RM97 juta (“Harga Pembelian”). Kecuali bagi jumlah sebanyak
RM4,476,919 yang dipegang oleh pemegang-pemegang dalam Amanah (“Wang Pemegang Dalam Amanah”),
baki Harga Belian telah dilepaskan kepada HH Jaya.

Pertikaian timbul di antara HH Jaya dan KSL berhubung dengan siapa yang berhak kepada Wang Pemegang
Dalam Amanah (“Pertikaian"). Pada 28 April 2004, Pertikaian telah dirujuk kepada Mahkamah melalui Saman
Interplider untuk menentukan siapa yang berhak kepada Wang Pemegang Dalam Amanah. Pada 16 Julai 2004
pertikaian Mahkamah telah mengarahkan agar HH Jaya dirujukkan sebagai plaintif dan KSL sebagai Defendan.
Pada 17 November 2005, Timbalan Pendaftar selanjutnya mengarahkan agar no. saman interplider ditukar kepada
no. writ saman dan Mahkamah akan selaras dengan itu memaklumkan kedua-dua pihak mengenai no. guaman
dan tarikh sebutan. Pada tarikh yang sama, Peguamcara Syarikat juga telah memfailkan Notis untuk Menghadiri
Pengurusan Kes Pra Perbicaraan agar arahan boleh diberi mengenai pengendalian perbicaraan dan yang sama
masih lagi belum diekstrak sehingga kini Kes sekarang ini telah ditetapkan untuk pengurusan kes pada 7 Ogos
2007.

Peguam Syarikat berpendapat bahawa tuntutan KSL sama ada untuk mendapatkan jumlah penuh Wang
Pemegang Dalam Amanah atau sebahagian daripadanya tidak dapat dipastikan kerana HH Jaya telah memenubhi
semua syarat bagi pelepasan Wang Dalam Amanah.
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Europlus Corporation Sdn Bhd (“Europlus”) membuat tuntutan di Mahkamah Tinggi, Kuala Lumpur melalui
Guaman Sivil No S1-22-241-2004 pada 26 Februari 2004. Tuntutan tersebut adalah bagi dakwaan lebih bayaran di
bawah satu projek dikenali sebagai “Cadangan Persimpangan Bertingkat Bukit Beruntung” meliputi laluan atas di
CH. 7501.575 di Lebuh Raya Rawang-Tanjung Malim, Pembangunan Bukit Beruntung, Mukim Serendah, Daerah
Ulu Selangor, Selangor Darul Ehsan. Tuntutan tersebut berjumlah RM4,387,462.92.

Saman dan Penyataan Tuntutan telah difailkan pada 26 Februari 2004 dan diserahkan pada 1 April 2004.
Seterusnya Ho Hup memfailkan permohonan untuk butir-butir lebih lanjut dan lebih terperinci pada 30 Julai 2004
dan perkara tersebut ditetapkan untuk pembicaraan pada 19 Ogos 2004 tetapi telah ditangguhkan ke 26 Oktober
2004. Ho Hup mendapat perintah berhubung permohonan tersebut pada 26 Oktober 2004 dan selepas itu
Europlus menyerahkan butir-butir yang diminta oleh Ho Hup pada 25 November 2004. Ho Hup memfailkan
pembelaannya pada 10 Disember 2004. Sehingga kini, Europlus tidak mengambil sebarang tindakan lanjut dalam
dakwaan tuntutannya. Europlus telah melantik peguamcara baru, iaitu Tetuan Alvin, John & Partners. Belum ada
prosiding selanjutnya dimulakan lagi.

Peguam Syarikat berpendapat bahawa tuntutan Europlus akan ditolak dengan kos.

KM Quarry Sdn Bhd ("KM Quarry”) telah mengemukakan tuntutan di Mahkamah Tinggi, Melaka, melalui Saman
Sivil No 22-3-2005 pada 10 Januari 2005. Tuntutan berkenaan adalah terhadap jumlah RM3,233,474.37 bagi
bekalan dan kerja penurapan di bawah projek yang dikenali sebagai “Cadangan Membina Jalanraya Durian
Tunggal-Paya Rumput-Sungai Udang, Melaka”.

KM Quarry telah memfailkan permohonan untuk mendapatkan ringkasan penghakiman pada 22 Julai 2005.
Selepas itu, Syarikat memfailkan notis rayuan dan penangguhan hukuman dan keputusan kini dijadualkan pada
19 April 2006. Rayuan Syarikat ditolak dengan kos dan satu rayuan kepada mahkamah rayuan telah dibuat pada
20 April 2006. Permohonan bagi penggantungan pelaksanaan dalam Mahkamah Tinggi Melaka telah ditetapkan
untuk keputusan pada 19 Julai 2007. Bil Kos telah ditetapkan untuk perbicaraan pada 14 Ogos 2007.

Selain itu, Syarikat telah memfailkan tuntutan bersilang terhadap KM Quarry bagi jumlah RM3,433,335.75 atas
pengukuran bersama tidak mencukupi dan RM2,439,294.47 atas tuntutan berlebihan. KM Quarry sejak itu telah
menfailkan permohonan untuk membubarkan tuntutan Syarikat. Pada 26 Januari 2007, Mahkamah membenarkan
permohonan KM Quarry untuk memotong beberapa perenggan dan prayer dalam pernyataan tuntutan Syarikat.
Syarikat telah memfailkan permohonan untuk mengenepikan Perintah tersebut dan yang sama sekarang ini telah
ditetapkan untuk perbicaraan pada 7 Jun 2007. Sementara itu, KM Quarry juga telah memfailkan permohonan
untuk meminda Pernyataan Pembelaan terpinda mereka yang telah dibenarkan oleh Mahkamah pada 14 Mac
2007. Perkara ini sekarang ditetapkan untuk perbicaraan pada 16 Ogos 2007.

Peguam Syarikat berpendapat bahawa sekiranya mahkamah rayuan boleh dipujuk untuk menimbang tuntutan
bersilang Syarikat terhadap KM Quarry di Mahkamah Kuala Lumpur, peluang menang dalam rayuan adalah baik.
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Pada 19 Oktober 2004, Syarikat telah mengeluarkan satu notis menurut Seksyen 218 Akta Syarikat, 1965
terhadap Revolutionary Technology Holdings Sdn Bhd (“RTH”) bagi jumlah sebanyak RM7,169,810 berkaitan
jumlah yang perlu dibayar di bawah projek pembinaan yang dijalankan oleh Syarikat. Pada 10 November 2004,
RTH telah memfail satu permohonan arahan bagi menghalang Syarikat daripada memfail dan menghebahkan
penutupan tersebut dan satu arahan interim telah diberi buat ke atas Syarikat pada 12 April 2005.

Pada 16 Mei 2006 melalui perintah mahkamah, penimbang tara tunggal telah dilantik. Syarikat meneruskan
perkara melalui timbang tara bagi jumlah sebanyak RM23,438,498. Pada 19 Mac 2007, Syarikat telah
memfailkan Sijil Kesegeraan bagi tarikh perbicaraan awal. Permohonan bagi perintah berikut telah dibuat:

—  RTH menyediakan jaminan ke atas kos timbang tara sebanyak RM69,200;

—  Tuntutan balas RTH dalam timbang tara hendaklah digantung sehingga masa tertentu bila RM69,200 dibayar;

— Injunksi untuk menghalang RTH daripada menerima wang daripada Kerajaan bagi projek Melaka sementara
menunggu keputusan penimbang tara ke atas tuntutan sebanyak RM23,438,498.

Mesyuarat timbang tara yang berikutnya bagi penjelasan dijadualkan untuk 9 Ogos 2007 dan 10 Ogos 2007.

Peguamcara Syarikat berpendapat bahawa Syarikat mempunyai peluang kejayaan yang baik dalam menuntut
jumlah belum dijelaskan tersebut dalam prosiding timbang tara.

Pada 9 Mac 2005, subsidiari Syarikat, Ho Hup Construction Company (India) Pte Ltd (“Ho Hup India”) telah
menandatangani Perjanjian Pembangunan Bersama dengan Andhra Pradesh Housing Board (“APHB") untuk
membangunkan sebidang tanah yang terletak di Kancha Imarath, Maheshwaran Mandal, Ranga Reddy District,
Andhra Pradesh, India. Ho Hup India telah dipilih untuk melaksanakan pembangunan tanah tersebut untuk
dijadikan perbandaran bersepadu dengan nilai pembangunan lebih kurang Rupee India ("Rs") 3.6 bilion (bersamaan
dengan RM320,760,000) di Shamshabad berhampiran Hyderabad. Ho Hup India hendaklah membayar yuran
pembangunan APHB sebanyak Rs101,175,000 (bersamaan dengan RM9,014,693) sepanjang tempoh lima (5)
tahun.

Perjanjian Pembangunan Bersama ini kemudiannya telah ditamatkan oleh APHB. Syarikat mempertikaikan
penamatan atas alasan bahawa APHB belum lagi mematuhi obligasinya berhubung dengan syarat duluan di
bawah perjanjian, Penamatan yang dikatakan tidak mempunyai kesan buruk ke atas penyata kewangan Kumpulan
dan Syarikat.

Pada 2 Mei 2005, Syarikat telah memulakan tuntutan timbang tara bagi ganti rugi berjumlah Rs2,544,512,230
(bersamaan dengan RM221.88 juta) merupakan penamatan tidak sah kontrak tersebut di atas. Syarikat telah
mengemukakan Pernyataan Tuntutannya kepada Tribunal Timbang Tara dan Tribunal menunggu pembelaan dan
tuntutan balas (sekiranya ada) daripada Andhra Pradesh Housing Board. Pengambilan semua keterangan lisan
telah diselesaikan dan Penimbang Tara telah menetapkan dua hari pada Ogos 2007 dan dua hari pada September
2007 untuk penghujahan selepas mana Penimbang Tara akan memberikan keputusan mereka.

Para Pengarah, dengan nasihat peguamcara mereka berpendapat bahawa Syarikat mempunyai peluang kejayaan
yang baik dalam menuntut jumlah tersebut dalam prosiding timbang tara.



ﬂlll HO HUP CONSTRUCTION COMPANY BERHAD (14034-W)

laporan tahunan
2006 annual report 1 07

40. LITIGASI UTAMA (SAMB.)

(9)

(h)

Syarikat telah memfailkan Saman Pemula dan Saman Dalam Kamar untuk injunksi bagi menghalang atau
menyekat pembayaran wang oleh CIMB Bank Berhad (“CIMB”) (dahulunya dikenali sebagai Bumiputera-
Commerce Bank Berhad) kepada Kementerian Pengangkutan, Kerja Awam & Pembangunan Tanah Madagascar ke
atas Jaminan Bank berjumlah USD14,269,003 (bersamaan dengan RM50.4 juta).

Pada 31 Mac 2006, Mahkamah telah memberikan injunksi interim sehingga tarikh perbicaraan yang berikutnya
atas permohonan Syarikat untuk mengekalkan status quo di antara pihak-pihak sehingga penyelesaian proses
timbang tara di Paris. Sementara itu, Kerajaan Madagascar telah memohon untuk mencelah dalam guaman
tersebut dan telah memfailkan dan menyampaikan Saman Dalam Kamar tidak dimeterai dan afidavit sokongannya
melalui cara permohonan kepada Mahkamah dan Syarikat kemudiannya telah memfailkan Afidavit Jawapan untuk
membantah permohonan untuk mencelah tersebut. Pada 22 September 2006, Mahkamah telah membenarkan
permohonan Kerajaan Madagascar untuk mencelah dan dinamakan sebagai Defendan Kedua, dan kemudiannya
pada 6 Oktober 2006, rayuan kepada Mahkamah Rayuan telah dibuat ke atas keputusan tersebut. Pada 13 April
2007, permohonan Syarikat bagi injunksi untuk menyekat CIMB daripada membuat bayaran ke atas Jaminan Bank
kepada Defendan Kedua telah dibuang dan bahawa injunksi ad interim yang telah diberikan kepada Syarikat pada
31 Mac 2006 juga telah dibatalkan. Syarikat telah memfailkan rayuan terhadap keputusan Mahkamah Rayuan
pada 16 April 2007.

Pada 17 April 2007, Mahkamah telah membenarkan permohonan Syarikat bagi Injunksi Erinford untuk
menghalang atau menyekat Defendan-defendan daripada membuat apa-apa tuntutan untuk bayaran ke atas
Jaminan-jaminan Bank tersebut sementara menunggu pelupusan rayuan Syarikat kepada Mahkamah Rayuan.
Tidak ada tarikh telah ditetapkan untuk perbicaraan sehingga hari ini.

Peguamcara Syarikat berpendapat bahawa sekiranya Syarikat boleh memujuk Mahkamah Rayuan untuk menerima
penghujahan Syarikat bahawa Jaminan-jaminan dan Bon-bon Pelaksanaan bukanlah tidak bersyarat tetapi adalah
Jaminan-jaminan bersyarat, peluang kejayaan dalam Mahkamah Rayuan adalah baik.

Syarikat telah disampaikan dengan Writ Saman dan Pernyataan Tuntutan dimeterai bertarikh 14 Jun 2006, oleh
AmBank (M) Berhad (“AmBank”) bagi jumlah sebanyak RM1,425,620 bagi jumlah terhutang oleh Syarikat kepada
AmBank selaras dengan perjanjian Sewa Beli yang ditandatangani bertarikh 29 Januari 2005.

Pada 28 Jun 2007, Mahkamah telah membenarkan permohonan AmBank bagi penghakiman terus. Syarikat telah
memfailkan Notis Rayuan kepada Hakim dalam Kamar dan juga permohonan bagi penggantungan pelaksanaan.
Kedua-dua permohonan sekarang ditetapkan untuk perbicaraan pada 6 September 2007.

Pada 3 Julai 2007, Ho Hup Jaya Sdn Bhd (“HHJ"), sebuah subsidiari milik penuh Syarikat menandatangani
Perjanjian Jual Beli dengan Tenterajaya (M) Sdn Bhd untuk melupuskan tiga bidang tanah pembangunan
pegangan kekal (“Tanah”) dipegang di bawah Geran Mukim No. 3 Lot No. 584, Geran Mukim No. 4 Lot No. 585
dan Geran Mukim No. 5 Lot No. 599 kesemuanya dalam Mukim Ulu Klang, Daerah Gombak dan Negeri Selangor
masing-masing berukuran lebih kurang 5.62 ekar, 4.47 ekar dan 4.62 ekar bagi jumlah balasan tunai sebanyak
RM23,081,494.00 sahaja.

Syarikat berhasrat untuk membayar balik kemudahan sewa beli sebanyak RM1,425,620 menggunakan perolehan
daripada pelupusan di atas.
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()  Pada 10 Julai 2006, Syarikat menyampaikan notis selaras dengan Seksyen 218 Akta Syarikat 1965 terhadap
Urban Shift Sdn Bhd (“Urban Shift”) bagi tuntutan untuk kerja yang dilakukan berjumlah RM7,440,016 di bawah
projek dikenali sebagai “Cadangan Pembangunan Bercampur Yang Mengandungi 3 Blok Pangsapur Servis Dengan
5 Tingkat Podium Beli-belah dan Aras Basemen Letak Kereta Termasuk Rumah Kelab Di Atas Lot 1282, 1283
Seksyen 67 Kuala Lumpur” yang kemudiannya telah digantung pada tahun 2005. Urban Shift telah melantik
peguam cara untuk bertindak bagi pihak mereka dan mereka telah menjawab kepada notis Seksyen 218.
Syarikat telah memfailkan petisyen penggulungan terhadap Urban Shift yang belum lagi disampaikan, diiklankan
dan diwartakan. Petisyen ini kemudiannya telah ditarik balik. Petisyen penggulungan yang baru telah difailkan
pada 26 Julai 2007 dan Syarikat sedang menunggu bagi petisyen dimeterai untuk diekstrakkan daripada
Mahkamah.

Peguamcara Syarikat berpendapat bahawa peluang kejayaan penggulungan Urban Shift adalah baik

() Butir-butir prosiding timbang tara dengan Kerajaan Madagascar dinyatakan dalam Nota 25(b).

41. INSTRUMEN KEWANGAN
(a) Objektif dan Polisi Pengurusan Risiko Kewangan

Polisi pengurusan risiko kewangan Kumpulan ditubuhkan untuk menjamin bahawa Kumpulan menambah nilai
untuk pemegang-pemegang sahamnya manakala mengurus kadar faedahnya, pertukaran matawang asing,
kecairan dan risiko kredit. Kumpulan beroperasi mengikut garis panduan dan polisi yang jelas iaitu ia tidak akan
terlibat dalam urusniaga spekulatif.

(b) Risiko Kadar Faedah

Kumpulan membiayai operasinya melalui aliran tunai kendalian dan pinjaman yang didominasikan terutamanya
dalam Ringgit Malaysia.

Risiko kadar faedah utama Kumpulan berkait dengan hutang yang menanggung faedah, memandangkan
Kumpulan tidak mempunyai aset menanggung faedah jangka panjang utama pada 31 Disember 2006. Pelaburan
dalam aset kewangan kebanyakannya adalah bersifat jangka pendek dan ia tidak dipegang untuk tujuan spekulasi
tetapi kebanyakannya telah disimpan dalam deposit tetap.

(c) Risiko Pertukaran Matawang Asing

Kumpulan tidak terdedah kepada risiko pertukaran matawang asing akibat daripada kebarangkalian pembelian dan
penjual. Kumpulan, walau bagaimanapun, tertakluk kepada naik turun kadar pertukaran matawang asing apabila
menukar penyata kewangan entiti asing sebagaimana dirujuk dalam Nota 6(q)(iii).

(d) Risiko Kecairan

Kumpulan secara aktif menguruskan profil kematangan hutang, aliran tunai kendalian dan ketersediaan
pembiayaan untuk memastikan bahawa semua keperluan pembiayaan semula, pembayaran balik dan keperluan
pembiayaan dipenuhi. Kumpulan berusaha untuk mengekalkan tahap tunai yang mencukupi melalui penjualan
aset bukan teras Kumpulan dan untuk mengekalkan kemudahan perbankan mencukupi pada tahap yang
munasabah.
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Risiko Kredit

Risiko kredit, atau risiko pemungkiran pihak-pihak satu lagi, dikawal melalui perlaksanaan kelulusan kredit, had dan
prosidur pengawasan. Risiko kredit telah diminimumkan dan diawasi melalui perkaitan dengan rakan perniagaan
dengan status kredit yang tinggi. Jumlah dagangan boleh diterima telah diawasi berterusan melalui prosidor
pelaporan pengurusan Kumpulan.

Kumpulan tidak mempunyai apa-apa pendedahan ketara kepada mana-mana pelanggan individu atau pihak satu
lagi atau apa-apa penumpuan utama risiko kredit berhubung dengan mana-mana instrumen kewangan.

Nilai Saksama

Nilai saksama aset kewangan dan liabiliti kewangan hampir sama dengan nilai bawanya pada tarikh kunci kira-kira
Kumpulan dan Syarikat.

Adalah tidak munasabah untuk menganggarkan nilai saksama liabiliti kontigen sebagaimana dirujuk dalam Nota 36
akibat daripada ketidakpastian pemasaan, kos dan keputusan akhir.

Kaedah-kaedah dan andaian-andaian berikut telah diguna untuk menganggarkan nilai saksama kelas instrumen
kewangan berikut:

(i) Tunai dan Tunai Persamaan, Jumlah Dagangan dan Lain-lain Jumlah Boleh Diterima/Perlu Dibayar
dan Pinjaman Jangka Pendek

Jumlah penyimpanan lebih kurang menyamai nilai saksama akibat daripada tempoh kematangan instrumen
kewangan ini yang agak pendek.

(ii) Pinjaman - Pinjaman Berjangka
Nilai saksama pinjaman berjangka lebih kurang menyamai jumlah penyimpanan memandangkan kadar faedah

terdapat pada pinjaman ini lebih kurang menyamai kadar faedah semasa bagi liabiliti dengan profil risiko yang
serupa.

42. MAKLUMAT MENGIKUT SEGMEN

Kumpulan disusun ke dalam tiga segmen utama:

i)

i)
iii)

Pembinaan - kejuruteraan asas dan awam, kerja-kerja kontrak bangunan dan kejuruteraan, pemerolehan,
pembinaan dan penyelenggaraan sistem saluran paip.

Pembangunan hartanah — pembangunan hartanah kediaman dan komersil.

Perkilangan — perkilangan dan pengedaran konkrit siap campur dan cerucuk terpintal konkrit.

Lain-lain segmen perniagaan mewakili sewa loji dan jentera yang tidak begitu ketara untuk dilaporkan secara
berasingan.

Para Pengarah berpendapat bahawa semua urusniaga antara segmen telah diurus dalam perjalanan biasa perniagaan
dan telah diwujudkan atas terma-terma dan syarat-syarat yang tidak jauh berbeza daripada yang diperolehi dalam
urusniaga-urusniaga dengan pihak tidak berkaitan.

Tiada analisis bagi segmen geografi dibentangkan memandangkan Kumpulan beroperasi secara utamanya di Malaysia
dan operasi luar negera Kumpulan dianggap tidak penting.
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Pembangunan Penghapusan
Pembinaan Hartanah Perkilangan Lain-lain Kira Disatukan
2006 2005 2006 2005 2006 2005 2006 2005 2006 2005 2006 2005
RM'000  RM'000  RM'000 RM'000 RM'000 RM'000  RM'000  RM'000 RM'000  RM'000 RM'000  RM'000

PENDAPATAN DAN PERBELANJAAN

Pendapatan
Jualan luar 33693 66966 11233 63,967 41522 42,034 534 1,141 - - 86982 174,108
Jualan antara segmen 12,671 40,139 - - 1,122 3,377 9 7 (13,802)  (43,523) - -
Jumlah pendapatan 46,364 107,105 11,233 63,967 472,644 45,411 543 1,148 86,982 174,108
Keputusan
Keputusan segmen
(Kerugian)/keuntungan
daripada operasi (7,865) 5402  (17,785) 5,282 804 2,589 (377) (109) - - (25223) 13,164
Pembiayaan kos (6,058)  (5,516) (72) (22) (390) (245) (30) (84) - - (65500  (5,867)
Bahagian keputusan
syarikat bersekutu - - - - (2,051)  (1,206) - - - - (2,061)  (1,206)
Cukai (1,138) (3,049 - - (186) (427) - - - - (1,324)  (3,476)
(Kerugian)/keuntungan
selepas cukai (35,148) 2,615
Kepentingan minoriti 47 1,264
(Kerugian)/keuntungan
bersih bagi tahun (35,101) 3,879
ASET DAN LIABILITI
Aset segmen 149567 184,990 184,969 201,994 16,353 17,248 29 - - - 350918 404,232
Pelaburan dalam cara
ekuiti syarikat bersekutu - - - - 11,506 13,057 (222) 257 - - 11284 13314
Jumlah aset disatukan 362,202 417,546
Liabiliti segmen 179,609 199,994 43481 43183 15462 15622 8 66 - - 238560 258,865
MAKLUMAT LAIN
Susutnilai 5,696 8,446 205 193 716 1,042 - - - - 6,617 9,681
Perbelanjaan modal 8,046 17,074 4 301 105 746 - - - - 8,155 18,121

Perbelanjaan bukan tunai
selain daripada susutnilai
dan pelunasan 11,896 1,704 6,793 5,924 - 37 - - - - 18,689 7,665
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directors’ report

The Directors present their report together with the audited financial statements of the Group and of the Company for the
financial year ended 31 December 2006.
PRINCIPAL ACTIVITIES

The principal activities of the Company consist of foundation engineering, civil engineering, building contracting works and
hire of plant and machinery.

The principal activities of the subsidiaries and associates are disclosed in Note 20 and Note 21 to the financial statements
respectively.

There have been no significant changes in the nature of the principal activities during the financial year.

RESULTS
Group Company
RM'000 RM'000
Net loss for the financial year 35,148 14,956
Attributable to:
Equity holders of the Company 35,101 14,956
Minority interests 47 -
35,148 14,956

There were no material transfers to or from reserves or provisions during the financial year, except as disclosed in the
Statements of Changes in Equity.

In the opinion of the Directors, the results of the operations of the Group and of the Company during the financial year
were not substantially affected by any item, transaction or event of a material and unusual nature.

DIVIDENDS
No dividend has been paid or declared by the Company since the end of the previous financial year.

The Directors do not recommend the payment of any dividend for the current financial year.

DIRECTORS
The names of the Directors of the Company in office since the date of the last report and at the date of this report are:

Abdul Kadir Bin Md Kassim

Y.Bhg. Dato' Low Tuck Choy

Low Teik Kien

Lai Moo Chan

Y.Bhg. Datuk Sulaiman Bin Daud

Y.Bhg. Dato' Mohd Ghazali @ Fauzi Bin Yacub
Faris Najhan Bin Hashim
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DIRECTORS' BENEFITS

Neither at the end of the financial year, nor at any time during that year, did there subsist any arrangement to which the
Company was a party, whereby the Directors might acquire benefits by means of the acquisition of shares in the
Company or any other body corporate.

Since the end of the previous financial year, no Director has received or become entitled to receive a benefit (other than
benefits included in the aggregate amount of emoluments received or due and receivable by the Directors as shown in
Note 12 to the financial statements or the fixed salary of a full-time employee of the Company) by reason of a contract
made by the Company or a related corporation with any Director or with a firm of which the Director is a member or
with a company in which the Director has a substantial financial interest, except as disclosed in Note 37 to the financial
statements.

DIRECTORS' INTERESTS

According to the register of Directors' shareholdings, the interests of Directors in office at the end of the financial year in
shares in the Company and its related corporations during the financial year were as follows:

Qe Number of Ordinary Shares of RM1 Each ----------- >
At 1 At 31
January December
2006 Bought Sold 2006
The Company
Direct interest
Y.Bhg. Dato' Low Tuck Choy 1,270,000 49,000 - 1,319,000
Low Teik Kien 698,700 - - 698,700
Lai Moo Chan 1,981,422 - (3,000) 1,978,422
Indirect interest
Y.Bhg. Dato' Low Tuck Choy 25,162,629 - - 25,162,629
Low Teik Kien 25,162,629 - - 25,162,629

Y.Bhg. Dato' Low Tuck Choy and Low Teik Kien by virtue of their interest in shares of the Company are also deemed
interested in shares of all the Company's subsidiaries to the extent the Company has an interest.

None of the other Directors in office at the end of the financial year had any interest in shares in the Company or its
related corporations during the financial year.

OTHER STATUTORY INFORMATION

(a) Before the income statements and balance sheets of the Group and of the Company were made out, the Directors
took reasonable steps:

() to ascertain that proper action had been taken in relation to the writing off of bad debts and the making of
provision for doubtful debts and satisfied themselves that all known bad debts had been written off and that
adequate provision had been made for doubtful debts; and

(i) to ensure that any current assets which were unlikely to realise their value as shown in the accounting records
in the ordinary course of business had been written down to an amount which they might be expected so to
realise.
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OTHER STATUTORY INFORMATION (CONT'D)

(b)

(c)

(d

(e)

(f)

At the date of this report, the Directors are not aware of any circumstances which would render:

(i) the amount written off for bad debts or the amount of the provision for doubtful debts in the financial
statements of the Group and of the Company inadequate to any substantial extent; and

(i) the values attributed to the current assets in the financial statements of the Group and of the Company
misleading.

At the date of this report, the Directors are not aware of any circumstances which have arisen which would render
adherence to the existing method of valuation of assets or liabilities of the Group and of the Company misleading or
inappropriate.

At the date of this report, the Directors are not aware of any circumstances not otherwise dealt with in this report or
financial statements of the Group and of the Company which would render any amount stated in the financial
statements misleading.

As at the date of this report, there does not exist:

() any charge on the assets of the Group or of the Company which has arisen since the end of the financial year
which secures the liabilities of any other person; or

(i) any contingent liability of the Group or of the Company which has arisen since the end of the financial year.

In the opinion of the Directors:

() no contingent or other liability has become enforceable or is likely to become enforceable within the period of
twelve months after the end of the financial year which will or may affect the ability of the Group or of the
Company to meet their obligations when they fall due; and

(i) no item, transaction or event of a material and unusual nature has arisen in the interval between the end of the

financial year and the date of this report which is likely to affect substantially the results of the operations of the
Group or of the Company for the financial year in which this report is made.

SIGNIFICANT EVENTS DURING THE FINANCIAL YEAR

Significant events during the financial year are as disclosed in Note 38 to the financial statements.

SIGNIFICANT EVENTS SUBSEQUENT TO THE BALANCE SHEET DATE

Significant events subsequent to the balance sheet date are as disclosed in Note 39 to the financial statements.

AUDITORS

The auditors, Ernst & Young, have expressed their willingness to continue in office.

Signed on behalf of the Board in accordance with a resolution of the Directors dated 31 July 2007.

Y.BHG. DATO' LOW TUCK CHOY FARIS NAJHAN BIN HASHIM
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statement by directors

PURSUANT TO SECTION 169(15) OF THE COMPANIES ACT, 1965

We, Y.BHG. DATO' LOW TUCK CHOY and FARIS NAJHAN BIN HASHIM, being two of the Directors of HO HUP
CONSTRUCTION COMPANY BERHAD, do hereby state that, in the opinion of the Directors, the accompanying financial
statements set out on pages 118 to 174 are drawn up in accordance with applicable Financial Reporting Standards in
Malaysia and the provisions of the Companies Act, 1965 so as to give a true and fair view of the financial position of the
Group and of the Company as at 31 December 2006 and of the results and the cash flows of the Group and of the
Company for the year then ended.

Signed on behalf of the Board in accordance with a resolution of the Directors dated 31 July 2007.

Y.BHG. DATO' LOW TUCK CHOY FARIS NAJHAN BIN HASHIM

statutory declaration

PURSUANT TO SECTION 169(16) OF THE COMPANIES ACT, 1965

I, FARIS NAJHAN BIN HASHIM, being the Director primarily responsible for the financial management of HO HUP
CONSTRUCTION COMPANY BERHAD, do solemnly and sincerely declare that the accompanying financial statements set
out on pages 118 to 174 are in my opinion correct, and | make this solemn declaration conscientiously believing the same
to be true and by virtue of the provisions of the Statutory Declarations Act, 1960.

Subscribed and solemnly declared

by the abovenamed FARIS NAJHAN BIN HASHIM
at Kuala Lumpur in the Federal Territory

on 31 July 2007.

FARIS NAJHAN BIN HASHIM

Before me,

N. NAGENDRAM (W 468)
Commissioner for Oaths
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report of the auditors

TO THE MEMBERS OF HO HUP CONSTRUCTION COMPANY BERHAD (Incorporated in Malaysia)

We have audited the financial statements set out on pages 118 to 174. These financial statements are the responsibility
of the Company’s Directors.

It is our responsibility to form an independent opinion, based on our audit, on the financial statements and to report our
opinion to you, as a body, in accordance with Section 174 of the Companies Act, 1965 and for no other purpose. We do
not assume responsibility to any other person for the content of this report.

We conducted our audit in accordance with applicable Approved Standards on Auditing in Malaysia. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by the Directors, as well as evaluating the overall presentation of the financial statements. We believe
that our audit provides a reasonable basis for our opinion.

In our opinion:

(a) the financial statements have been properly drawn up in accordance with the provisions of the Companies Act, 1965
and applicable Financial Reporting Standards in Malaysia so as to give a true and fair view of:

() the financial position of the Group and of the Company as at 31 December 2006 and of the results and the
cash flows of the Group and of the Company for the year then ended; and

(i) the matters required by Section 169 of the Companies Act, 1965 to be dealt with in the financial statements;
and

(b) the accounting and other records and the registers required by the Act to be kept by the Company and by its
subsidiaries of which we have acted as auditors have been properly kept in accordance with the provisions of the
Act.

We have considered the financial statements and the auditors’ reports thereon of the subsidiaries of which we have not
acted as auditors, as indicated in Note 20 to the financial statements, being financial statements that have been included
in the consolidated financial statements.

We are satisfied that the financial statements of the subsidiaries that have been consolidated with the financial
statements of the Company are in form and content appropriate and proper for the purposes of the preparation of the
consolidated financial statements and we have received satisfactory information and explanations required by us for those
purposes.

The auditors’ reports on the financial statements of the subsidiaries were not subject to any qualification material to the
consolidated financial statements and did not include any comment required to be made under Section 174(3) of the Act.

Without qualifying our opinion, we draw attention to the following:

Note 25 and Note 40 to the financial statements disclose details of material litigation relating to the Group and the
Company. Should the outcome of the matters referred to in Note 25 and Note 40 be unfavourable to the Group and the
Company, it may give rise to significant uncertainty on the abilities of the Group and the Company to continue as going
concerns as significant adjustments may be required for additional provision for doubtful debts and/or further liabilities in
the financial statements of the Group and the Company. As disclosed in Note 2 to the financial statements, the Directors
of the Company, after due consultation with their legal advisers as to the possible outcome of the uncertainties referred
to in Note 25 and Note 40, considered it appropriate to prepare the financial statements of the Group and the Company
on a going-concern basis.



ﬁl HO HUP CONSTRUCTION COMPANY BERHAD (14034-W)

laporan tahunan
2006 annual report 117

The financial statements indicates that the Group and the Company incurred a net loss of RM35.1 million and RM14.9
million respectively during the year ended 31 December 2006 and, as of that date, the Group's current liabilities exceeded
its current assets by RM37.6 million. The financial statements further show that the Group and the Company have
negative operating cash flows of RM20.2 million and RM26.5 million respectively. In addition, as disclosed in Note 31 and
Note 32 to the financial statements, the Company has not met certain of its repayment obligations relating to revolving
credit and hire purchase facilities with AmBank (M) Berhad. These conditions, along with the matter as set forth in the
preceding paragraph, indicate the existence of material uncertainties which may cast significant doubt about the Group's
and the Company's ability to continue as a going concern. The ability of the Group and the Company to continue as going
concerns depends upon the securing of viable contracts and continued support of bankers, creditors and shareholders.

The financial statements of the Group and the Company have been prepared on a going concern basis which assumes
that the Group and the Company will continue in operational existence for the foreseeable future and having adequate
funds to meet their obligations as and when they fall due. The validity of this assumption is dependent upon the factors
as outlined in the two preceding paragraphs.

The financial statements of the Group and the Company do not include any adjustments relating to the recoverability and
reclassification of recorded assets amounts or to amounts and classification of liabilities that may be necessary if the
Company and the Group are unable to continue as going concerns.

In view of the significance of these uncertainties, we consider that these disclosures should be brought to your attention.

ERNST & YOUNG TAN SOO YAN
AF: 0039 No.1307/03/08(J/PH)
Chartered Accountants Partner

Kuala Lumpur, Malaysia
31 July 2007
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income statements

FOR THE YEAR ENDED 31 DECEMBER 2006

Note

Revenue 8
Cost of sales 9
Gross profit
Other income 10(a)
Administrative expenses 10(b)
Operating expenses 10(b)
(Loss)/profit from operations 10
Finance costs 14
Share of result of associates
(Loss)/profit before taxation
Taxation 15
(Loss)/profit for the financial year
Attributable to:
Equity holders of the Company
Minority interest
(Loss)/earnings per share attributable to

equity holders of the Company
Basic/diluted (loss)/earning per share (sen) 16

Group Company
2006 2005 2006 2005
RM'000 RM'000 RM'000 RM'000
(restated) (restated)
86,982 174,108 46,431 105,740
(81,947) (125,127) (46,530) (87,037)
5,035 48,981 (99) 18,703
27,749 13,152 40,409 23,774
(12,702) (12,504) (9,433) (8,860)
(45,305) (36,465) (38,689) (18,152)
(25,223) 13,164 (7,812) 15,465
(6,550) (5,867) (6,057) (5,598)
(2,051) (1,206) - -
(33,824) 6,091 (13,869) 9,867
(1,324) (3,476) (1,087) (2,500)
(35,148) 2,615 (14,956) 7,367
(35,101) 3,879 (14,956) 7,367
(47) (1,264) - -
(35,148) 2,615 (14,956) 7,367
(34.4) 3.8

The accompanying notes form an integral part of the financial statements.
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balance sheets

AS AT 31 DECEMBER 2006

Group Company
2006 2005 2006 2005
Note RM'000 RM'000 RM'000 RM'000
(restated) (restated)
NON-CURRENT ASSETS
Property, plant and equipment 17 41,145 42,178 39,374 39,670
Investment properties 18 1,712 5,580 1,712 5,281
Land held for property development 19(a) 122,183 122,183 - -
Investment in subsidiaries 20 - - 21,002 20,990
Investment in associates 21 11,284 13,314 10,566 10,566
Investment in jointly controlled entities 22 - - - -
Other investments 23 35 35 - -
Deferred tax assets 33 21 - - -
176,380 183,290 72,654 76,407
CURRENT ASSETS
Property development costs 19(b) 26,180 28,753 - -
Inventories 24 159 175 - -
Trade receivables 25 117,739 137,462 59,309 65,304
Other receivables 26 11,320 14,679 210,132 212,594
Cash and bank balances 28 30,424 53,187 28,120 49,785
185,822 234,256 297,561 327,683
TOTAL ASSETS 362,202 417,546 370,215 404,090

The accompanying notes form an integral part of the financial statements.
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EQUITY AND LIABILITIES
Equity attributable to equity
holders of the Company

Share capital
Reserves

Shareholders' equity
Minority interests

Total equity

NON-CURRENT LIABILITIES

Long term borrowings
Deferred tax liabilities

CURRENT LIABILITIES
Short term borrowings
Trade payables

Other payables
Tax payable

Total liabilities

TOTAL EQUITY AND LIABILITIES

Note

29
30

31
33

31
34
35

Group Company

2006 2005 2006 2005

RM'000 RM'000 RM'000 RM'000
(restated) (restated)

102,000 102,000 102,000 102,000
19,728 54,720 72,613 87,569
121,728 156,720 174,613 189,569
1,914 1,961 - -
123,642 158,681 174,613 189,569
15,128 32,115 10,558 17,534
— 71 — —
15,128 32,186 10,558 17,534
73,158 82,848 52,205 64,133
104,096 112,602 86,625 96,261
38,135 23,918 40,357 31,718
8,043 7,311 5,857 4,875
223,432 226,679 185,044 196,987
238,560 258,865 195,602 214,521
362,202 417,546 370,215 404,090

The accompanying notes form an integral part of the financial statements.
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statements of changes in equity

FOR THE YEAR ENDED 31 DECEMBER 2006

<----- Attributable to Equity Holders of the Company ----- >

Non-
Distributable Non-
Foreign Distributable Distributable
Share exchange Reserve on retained Minority
capital reserve consolidation profits interest Total
Note RM'000 RM'000 RM'000 RM'000 RM'000 RM'000
GROUP
At 1 January 2005 102,000 5,410 236 45,327 3,225 156,198
Net profit/(loss) for the year - - - 3,879 (1,264) 2,615
Exchange difference on translation
of net assets of a foreign subsidiary
and an associate - (132) - - - (132)
At 31 December 2005 102,000 5,278 236 49,206 1,961 158,681
At 1 January 2006
As previously stated 102,000 5,278 236 49,206 1,961 158,681
Effects of adopting FRS 3 3(c) - - (236) 236 - -
102,000 5,278 - 49,442 1,961 158,681
Net loss for the year - - - (35,101) (47) (35,148)
Exchange difference on translation
of net assets of a foreign subsidiary
and an associate - 109 - - - 109
At 31 December 2006 102,000 5,387 - 14,341 1,914 123,642
Distributable
Share retained
capital profits Total
RM'000 RM'000 RM'000
COMPANY
At 1 January 2005 102,000 80,202 182,202
Net profit for the year - 7,367 7,367
At 31 December 2005 102,000 87,569 189,569
At 1 January 2006 102,000 87,569 189,569
Net loss for the year - (14,956) (14,956)
At 31 December 2006 102,000 72,613 174,613

The accompanying notes form an integral part of the financial statements.
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consolidated cash flow statement

FOR THE YEAR ENDED 31 DECEMBER 2006

2006 2005
RM'000 RM'000
(restated)
CASH FLOWS FROM OPERATING ACTIVITIES
(Loss)/profit before taxation (33,824) 6,091
Adjustments for:
Bad debts written off 1,409 1,595
Provision for doubtful debts 10,487 145
Write back of provision for doubtful debts (41) (444)
Depreciation of property, plant and equipment 6,599 9,652
Gain on disposal of property, plant and equipment (10,583) (9,712)
Depreciation of investment properties 18 29
Gain on disposal of investment properties (13,876) -
Unrealised foreign exchange gain (419) -
Provision for liquidated ascertained damages 6,793 5,925
Interest income (1,336) (1,344)
Interest expense 6,550 5,867
Share of results of associates 2,051 1,206
Operating (loss)/profit before working capital changes (26,172) 19,010
Property development costs 5,573 14,354
Inventories 16 14
Receivables 11,646 (49,610)
Payables (1,082) 9,538
Cash used in operations (10,019) (6,694)
Tax paid (684) (524)
Interest paid (9,550) (8,867)
Net cash used in operating activities (20,253) (16,085)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment (7,130) (2,917)
Investments in associates - (2567)
Proceeds from disposal of property, plant and equipment 13,172 11,088
Proceeds from disposal of investment properties 17,726 -
Interest received 1,336 1,344
Net cash generated from investing activities 25,104 9,258
CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of hire purchase financing (21,282) (4,519)
Bank borrowings (8,154) 3,307
Net cash used in financing activities (29,436) (1,212)
NET DECREASE IN CASH AND CASH EQUIVALENTS (24,585) (8,039)
EFFECTS OF EXCHANGE RATE CHANGES 88 (236)
CASH AND CASH EQUIVALENTS AT BEGINNING OF FINANCIAL YEAR 34,388 42,663
CASH AND CASH EQUIVALENTS AT END OF FINANCIAL YEAR (NOTE 28) 9,891 34,388

The accompanying notes form an integral part of the financial statements.
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cash flow statement

FOR THE YEAR ENDED 31 DECEMBER 2006

2006 2005
RM'000 RM'000
(restated)
CASH FLOWS FROM OPERATING ACTIVITIES
(Loss)/profit before taxation (13,869) 9,867
Adjustments for:
Bad debts written off 1,409 1,595
Provision for doubtful debts
— Receivables 10,487 254
— Subsidiary 13,714 -
Provision for diminution in value of investment - 200
Depreciation of property, plant and equipment 5,656 8,370
Gain on disposal of property, plant and equipment (10,547) (9,672)
Depreciation of investment properties 11 22
Gain on disposal of investment properties (13,898) -
Unrealised foreign exchange gain (419) -
Interest income (14,311) (12,902)
Interest expense 6,057 5,598
Operating (loss)/profit before working capital changes (15,710) 3,332
Receivables (3,636) (38,461)
Payables (997) 31,060
Cash used in operations (20,343) (4,069)
Tax paid (105) -
Interest paid (6,057) (5,598)
Net cash used in operating activities (26,505) (9,667)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment (7,021) (2,416)
Investments in associates - (257)
Investments in subsidiaries (12) (94)
Proceeds from disposal of property, plant and equipment 13,133 10,614
Proceeds from disposal of investment properties 17,456 -
Interest received 1,213 1,081
Net cash generated from investing activities 24,769 8,928
CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of hire purchase financing (11,586) (3,835)
Bank borrowings (9,631) 981
Net cash used in financing activities (21,217) (2,854)
NET DECREASE IN CASH AND CASH EQUIVALENTS (22,953) (3,593)
CASH AND CASH EQUIVALENTS AT BEGINNING OF FINANCIAL YEAR 33,995 37,588
CASH AND CASH EQUIVALENTS AT END OF FINANCIAL YEAR (NOTE 28) 11,042 33,995

The accompanying notes form an integral part of the financial statements.
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notes to the financial statements

31 DECEMBER 2006

1. CORPORATE INFORMATION

The principal activities of the Company consist of foundation engineering, civil engineering, building contracting works
and hire of plant and machinery.

The principal activities of the subsidiaries and associates are disclosed in Note 20 and Note 21.
There have been no significant changes in the nature of the principal activities during the financial year.

The Company is a public limited liability company, incorporated and domiciled in Malaysia, and is listed on the Main
Board of the Bursa Malaysia Securities Berhad. The registered office of the Company is located at No.2, Medan Imbi,
55100 Kuala Lumpur.

The financial statements were authorised for issue by the Board of Directors in accordance with a resolution of the
Directors on 31 July 2007.

2. BASIS OF PREPARATION

The financial statements of the Group and of the Company have been prepared under the historical cost convention
unless otherwise indicated. The financial statements are presented in Ringgit Malaysia (‘RM") and all values are
rounded to the nearest thousand except when otherwise stated.

Note 25 and Note 40 disclose details of material litigation relating to the Group and the Company. Should the
outcome of the matters referred to in Note 25 and Note 40 be unfavourable to the Group and the Company, it may
give rise to significant uncertainty on the abilities of the Group and the Company to continue as going concerns as
significant adjustments may be required for additional provision for doubtful debts and/or further liabilities in the
financial statements of the Group and the Company. The Directors of the Company, after due consultation with their
legal advisers as to the possible outcome of the uncertainties referred to in Note 25 and Note 40, considered it
appropriate to prepare the financial statements of the Group and the Company on a going-concern basis.

The financial statements indicates that the Group and the Company incurred a net loss of RM35.1 million and
RM14.9 million respectively during the year ended 31 December 2006 and, as of that date, the Group’s current
liabilities exceeded its current assets by RM37.6 million. The financial statements further show that the Group and
the Company have negative operating cash flows of RM20.2 million and RM26.5 million respectively. In addition, as
disclosed in Note 31 and Note 32, the Company has not met certain of its repayment obligations relating to revolving
credit and hire purchase facilities with AmBank (M) Berhad. As further disclosed in Note 31 and Note 32, the
Company had on 3 July 2007 entered into a Sale and Purchase Agreement to dispose of the 3 pieces of land which
is currently charged to AmBank (M) Berhad. The disposal proceeds of approximately RM23 million would be applied,
inter alia, for settlement of the revolving credit and hire purchase facilities. These conditions, along with the matter
as set forth in the preceding paragraph, indicate the existence of material uncertainties which may cast significant
doubt about the Group's and the Company's ability to continue as a going concern. The ability of the Group and the
Company to continue as going concerns depends upon the securing of viable contracts and continued support of
bankers, creditors and shareholders.

The financial statements of the Group and the Company have been prepared on a going concern basis which
assumes that the Group and the Company will continue in operational existence for the foreseeable future and
having adequate funds to meet their obligations as and when they fall due. The validity of this assumption is
dependent upon the factors as outlined in the two preceding paragraphs.

The financial statements of the Group and the Company do not include any adjustments relating to the recoverability
and reclassification of recorded assets amounts or to amounts and classification of liabilities that may be necessary if
the Company and the Group are unable to continue as going concerns.
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BASIS OF PREPARATION (CONT’'D)

(a)

(b)

Statement of compliance

The financial statements comply with the provisions of the Companies Act, 1965 and applicable Financial
Reporting Standards ('FRSs") in Malaysia. At the beginning of the current financial year, the Group and the
Company had adopted new and revised FRSs which are mandatory for financial periods beginning on or after
1 January 2006 as described in Note 3.

Basis of Consolidation

(i)

(ii)

Subsidiaries

The consolidated financial statements include the financial statements of the Company and all its
subsidiaries. Subsidiaries are those entities in which the Group has power to exercise control over the
financial and operating policies so as to obtain benefits from their activities. The existence and effect of
potential voting rights that are currently exercisable or convertible are considered when assessing whether
the Group has such power over another entity.

Financial statements of the subsidiaries are consolidated using the acquisition method of accounting.

Under the acquisition method of accounting, the results of subsidiaries are consolidated from the date of
acquisition, being the date on which the Group obtains control, and continue to be consolidated until the
date that such control ceases. The cost of an acquisition is measured as the aggregate of the fair values, at
the date of exchange, of the assets given, liabilities incurred or assumed, and equity instruments issued,
plus any costs directly attributable to the acquisition. The acquisition method of accounting involves
allocating the cost of the acquisition to the fair value of the assets acquired and liabilities and contingent
liabilities assumed at the date of acquisition. Any excess of the cost of acquisition over the Group's interest
in the net fair value of the identifiable assets, liabilities and contingent liabilities represent goodwill. Any
excess of the Group's interest in the net fair value of the identifiable assets, liabilities and contingent
liabilities over the cost of acquisition is recognised immediately in income statements.

Intra-group trasactions, balances and resulting unrealised gains are eliminated on consolidation and the
consolidated financial statements reflect external transactions only. Unrealised losses are eliminated on
consolidation unless costs cannot be recovered. Uniform accounting policies are adopted in the consolidated
financial statements for like transactions and events in similar circumstances.

Minority interests represent the portion of profit or loss and net assets in subsidiaries not held by the
Group and are presented separately in the income statement and within equity in the consolidated balance
sheet, separately from parent shareholders' equity. It is measured at the minorities' share of the fair value
of the subsidiaries' identifiable assets and liabilities at the acquisition date and the minorities' share of
changes in the subsidiaries' equity since then.

Associates

Associates are entities in which the Group exercises significant influence but not control. Significant
influence is the power to participate in the financial and operating policy decisions of the investee but not
in control or joint control over those policies.

Investments in associates are accounted for in the consolidated financial statements using the equity
method of accounting. Under the equity method of accounting, the investment in associate is carried in the
consolidated balance sheet at cost adjusted for post-acquisition changes in the Group's share of net assets
of the associate. The Group’s share of profits or losses of associate during the financial year is included in
the consolidated income statement. Where there has been a change recognised directly in equity of the
associate, the Group recognises its share of such changes.
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BASIS OF PREPARATION (CONT’'D)

(ii)

(iii)

Associates (Cont'd)

Unrealised gains on transactions between the Group and the associates are eliminated to the extent of the
Group's interests in the associates. Unrealised losses are eliminated unless cost cannot be recovered.

After application of the equity method, the Group determines whether it is necessary to recognise any
additional impairment loss with respect to the Group's net investment in the associate. The associate is
equity accounted for from the date the Group obtains significant influence until the date the Group ceases
to have significant influence over the associate, or when it is classified as held for sale.

Goodwill relating to an associate is included in the carrying amount of the investment and is not amortised.
Any excess of the Group's share of the net fair value of the associate's identifiable assets, liabilities and
contingent liabilities over the cost of investment is excluded from the carrying amount of the investment
and is instead included in the determination of the Group's share of the associate's profit or loss in the
period in which the investment is acquired.

When the Group's share of losses in an associate equals or exceeds its interest in associate, including any
long-term interest that, in substance, form part of the Group's net investment in the associate, the Group
does not recognise further losses, unless it has incurred obligations or made payments on behalf of the
associate.

The most recent available audited or management financial statements of the associate are used by the
Group in applying the equity method. Uniform accounting policies are adopted for like transactions and
events in similar circumstances.

Jointly Controlled Entities

A jointly controlled entity is an entity in which the Group has joint control over its economic activity
established under a contractual arrangement.

Interest in jointly controlled entity is accounted for in the consolidated financial statements using the equity
method of accounting as described in Note 2(b)(ii).

CHANGES IN ACCOUNTING POLICIES

The MASB has issued a number of new and revised FRS and Interpretations that are effective for financial periods
beginning on or after 1 January 2006. Except of the changes in accounting policies and their effects as discussed
below, the new and revised FRS and Interpretations do not have any other significant impact on the financial
statements of the Group and the Company.

(a)

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 other disclosures. In the consolidated balance sheet, minority interests are now
presented within total equity. In the consolidated income statement, minority interests are represented as an
allocation of the total net profit or loss for the year. A similar requirement is also applicable to the statement of
changes in equity. FRS 101 also requires disclosures, on the face of the statement of changes in equity, total
recognised income and expenses for the year, showing separately the amounts attributable to equity holders of
the parent and to minority interest.

The current financial year'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 year's presentation.
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CHANGES IN ACCOUNTING POLICIES (CONT’'D)
(b) FRS 140: Investment Property

Prior to 1 January 2006, investment properties were classified as property, plant and equipment and were stated
at cost less accumulated depreciation and impairment losses. The adoption of FRS 140 Investment Property has
resulted in a change in the accounting policy relating to the classification of investment properties. Investment
properties are stated at cost less accumulated depreciation and impairment losses.

The reclassification of investment properties have been accounted for restrospectively and certain comparatives
have been restated. There were no effects on the consolidated income statement and the Company's income
statement for the year ended 31 December 2006.

(c) FRS 3: Business Combinations

Prior to 1 January 2006, negative goodwill was stated at cost. Under FRS 3, any excess of the Group’s interest
in the net fair value of acquiree’s identifiable assets, liabilities and contingent liabilities over cost of acquisitions,
after reassessment, is now recognised immediately in profit or loss. In accordance with transitional provisions of
FRS 3, the negative goodwill as at 1 January 2006 of RM236,000 was derecognised with a corresponding
increase to the opening balance of retained earnings.

Because the revised accounting policy has been applied prospectively, the change has had no impact on
amounts reported for 2005 or prior periods. There were no effects on the consolidated income statement for the
year ended 31 December 2006 and the Company's financial statements.

CHANGES IN ESTIMATES

The revised FRS 116: Property, Plant and Equipment requires the review of the residual value and remaining useful
life of an item or property, plant and equipment at least at each financial year. The revisions were accounted for
prospectively as a change in accounting estimates and as a result, the depreciation charges of the Group and of the
Company for the current financial year have been reduced by RM1,730,700.

SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES

The Directors are required to make certain estimates, judgements and assumptions that they believe are reasonable
based upon the information available. These estimates and assumptions affect the reported amounts of assets and
liabilities at the date of the financial statements and the reported amounts of revenue and expenses during the
periods presented. On an ongoing basis, the Group evaluates its estimates using historical experience, consultation
with experts and other methods considered reasonable in the particular circumstances. Actual results may differ
significantly from the estimates, the effect of which is recognised in the period in which the facts that give rise to
the revision become known.

The key assumptions concerning the future and other key sources of estimation uncertainty at the balance sheet
date, that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities
within the next financial year are discussed as follows:

(a) Trade and Other Receivables

The Group and the Company evaluate the collectibility of trade and other receivables and record provisions for
doubtful debts based on historical collection pattern. These provisions are based, amongst other things,
comparisons of the relative age of accounts and consideration of actual write-off history. The actual level of
receivables collected may differ from the estimated levels of recovery, which could impact the operating results
positively or negatively. As at 31 December 2006, the Group's and the Company's gross trade and other
receivables were RM148,976,000 (2005: RM162,251,000) and RM347,472,000 (2005: RM331,728,000)
respectively, and the provision for doubtful debts made in respect of trade and other receivables were
RM19,917,000 (2005: RM10,110,000) and RM78,031,000 (2005: RM53,830,000) respectively.
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIVIATES (CONT’D)

(b)

(c)

(d)

(e)

(f)

Classification between investment properties and property, plant and equipment

The Group and the Company have developed certain criteria based on FRS 140 in making judgement whether a
property qualifies as an investment property. Investment property is a property held to earn rentals or for capital
appreciation or both.

Depreciation of plant and machinery

The cost of plant and machinery is depreciated on a straight-line basis over the assets' useful lives.
Management estimates the useful lives of these plant and machinery to be between 10 and 20 years.

Changes in the expected level of usage could impact the economic useful lives and the residual values of these
assets, therefore future depreciation charges could be revised.

A 20% difference in the average useful lives of these assets from management's estimates would result in
approximately 3% variance in the Group's loss for the year.

Property development

The Group recognises property development revenue and expenses in the income statement using the stage of
completion method. The stage of completion is determined by the proportion that property development costs
incurred for work performed to date bear to the estimated property development costs.

Significant judgement is required in determining the stage of completion, the extent of property development
costs incurred, the estimated total property development revenue and costs, as well as the recoverability of the
development projects. In making the judgement, the Group evaluates based on past experience and by relying
on the work of specialists.

Provision for liquidated damages is provided up to the estimated completion date of development projects. A
delay in the completion date of development projects will result in further liquidated damages of approximately
RM600,000 per month.

Construction contracts

The Group recognises construction revenue and expenses in the income statement using the stage of
completion method. The stage of completion is determined by the proportion of contract costs incurred for work
performed to date to the estimated total contract costs.

Significant judgement is required in determining the stage of completion, the extent of construction costs
incurred, the estimated total construction revenue and costs, as well as the recoverability of the construction
projects. In making the judgement, the Group evaluates based on past experience and by relying on the work of
specialists.

Material litigations

The Group and the Company determine whether a present obligation in relation to a material litigation exists at
the balance sheet date by taking into account all available evidence, including, the opinion of the solicitors. The
evidence considered includes any additional evidence provided by events after the balance sheet date. On the
basis of such evidence, the Group and the Company evaluate if a provision needs to be recognised in the
financial statements. Further details of the material litigations involving the Group and the Company are given in
Note 40.
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5. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES (CONT’'D)

(9)

Impairment of Assets

The Group assesses at each reporting date whether there is an indication that an asset may be impaired. If any
such indication exists, or when annual impairment testing for an asset is required, the Group makes an estimate
of the asset's recoverable amount. An asset's recoverable amount is the higher of an asset's or cash-generating
unit's fair value less costs to sell and its value in use and is determined for an individual asset, unless the asset
does not generate cash inflows that are largely independent of those from other assets or groups of assets.
Where the carrying amount of an asset exceeds its recoverable amount, the asset is considered impaired and is
written down to its recoverable amount.

6. SIGNIFICANT ACCOUNTING POLICIES

(a)

(b)

Property, Plant and Equipment and Depreciation

Property, plant and equipment are initially recorded at cost. Subsequent costs are included in the asset's carrying
amount or recognised as a separate asset, as appropriate, only when it is probable that future economic benefits
associated with the item will flow to the Group and the cost of the item can be measured reliably. The carrying
amount of the replaced part is derecognised. All other repairs and maintenance are charged to the income
statement during the financial period in which they are incurred.

Subsequent to recognition, property, plant and equipment are stated at cost less accumulated depreciation and
impairment losses.

Freehold land is not depreciated. Leasehold land is depreciated over 50 years.

Depreciation of other property, plant and equipment is provided for on a straight-line basis to write off the cost
of each asset to its residual value over the estimated useful life, at the following annual rates:

Buildings 2%
Motor vehicles 20%
Plant and machinery 5% — 10%
Others 10% - 20%

The residual values, useful lives and methods of depreciation of property, plant & equipment are reviewed, and
adjusted if appropriate, at each financial year end.

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits
are expected from its use or disposal. Any gain or loss arising on derecognition of the asset (calculated as the
difference between the net disposal proceeds and the carrying amount of the asset) is included in the income
statement in the year the asset is derecognised.

Investment Properties
Investment properties are properties which are held either to earn rental income or for capital appreciation or for
both. Such properties are measured initially at cost, including transaction costs. Subsequent to recognition,

investment properties are stated at cost less accumulated depreciation and impairment losses.

Depreciation of buildings classified as investment properties is provided for on a straight-line basis to write off
the cost of each asset to its residual value over the estimated useful life, at an annual rate of 2%.

The residual values, useful lives and methods of depreciation of investment properties are reviewed, and
adjusted if appropriate, at each financial year end.
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SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

Investment Properties (Cont’d)

Investment properties are derecognised when either they have been disposed of or when the investment
property is permanently withdrawn from use and no future economic benefit is expected from its disposal. Any
gain or loss arising on the retirement or disposal of an investment property are recognised in the income
statement in the year of retirement or disposal.

Investments in Subsidiaries, Associates and Jointly Controlled Entities

The Company's investments in subsidiaries, associates and jointly controlled entities are stated at cost less
impairment losses.

On disposal of such investments, the difference between net disposal proceeds and their carrying amounts is
recognised in the income statement.

Impairment of Assets

The Group assesses at each reporting date whether there is an indication that an asset may be impaired. If any
such indication exists, or when annual impairment testing for an asset is required, the Group makes an estimate
of the asset's recoverable amount. An asset's recoverable amount is the higher of an asset's or cash-generating
unit's fair value less costs to sell and its value in use and is determined for an individual asset, unless the asset
does not generate cash inflows that are largely independent of those from other assets or groups of assets.
Where the carrying amount of an asset exceeds its recoverable amount, the asset is considered impaired and is
written down to its recoverable amount. In assessing value in use, the estimated future cash flows are
discounted to their present value using a suitable discount rate that reflects current market assessments of the
time value of money and the risks specific to the asset. In determining fair value less costs to sell, an
appropriate valuation model is used. These calculations are corroborated by valuation multiples or other available
fair value indicators.

Impairment losses are recognised in the income statement in those expense categories consistent with the
function of the impaired asset.

An assessment is made at each reporting date as to whether there is any indication that previously recognised
impairment losses may no longer exist or may have decreased. If such indication exists, the Group makes an
estimate of recoverable amount. A previously recognised impairment loss is reversed only if there has been a
change in the estimates used to determine the asset's recoverable amount since the last impairment loss was
recognised. If that is the case the carrying amount of the asset is increased to its recoverable amount. That
increased amount cannot exceed the carrying amount that would have been determined, net of depreciation, had
no impairment loss been recognised for the asset in prior years. Such reversal is recognised in the income
statement.

Land held for Property Development and Property Development Costs

(i) Land held for property development
Land held for property development consists of land where no development activities have been carried out
or where development activities are not expected to be completed within the normal operating cycle. Such
land is classified within non-current assets and is stated at cost less any accumulated impairment losses.
Land held for property development is reclassified as property development costs at the point when

development activities have commenced and where it can be demonstrated that the development activities
can be completed within the normal operating cycle.
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SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

(e)

(f)

(g)

Land held for Property Development and Property Development Costs (Cont'd)
(i) Property development costs

Property development costs comprise all costs that are directly attributable to development activities or that
can be allocated on a reasonable basis to such activities.

When the financial outcome of a development activity can be reliably estimated, property development
revenue and expenses are recognised in the income statement by using the stage of completion method.
The stage of completion is determined by the proportion that property development costs incurred for work
performed to date bear to the estimated total property development costs.

Where the financial outcome of a development activity cannot be reliably estimated, property development
revenue is recognised only to the extent of property development costs incurred that is probable will be
recoverable, and property development costs on properties sold are recognised as an expense in the period
in which they are incurred.

Any expected loss on a development project is recognised as an expense immediately.

Property development costs not recognised as an expense are recognised as an asset, which is measured
at the lower of cost and net realisable value.

The excess of revenue recognised in the income statement over billings to purchasers is classified as
accrued billings within trade receivables and the excess of billings to purchasers over revenue recognised in
the income statement is classified as progress billings within trade payables.

Construction Contracts

Where the outcome of a construction contract can be reliably estimated, contract revenue and contract costs are
recognised as revenue and expenses respectively by using the stage of completion method. The stage of
completion is measured by reference to the proportion of contract costs incurred for work performed to date to
the estimated total contract costs.

Where the outcome of a construction contract cannot be reliably estimated, contract revenue is recognised to
the extent of contract costs incurred that it is probable will be recoverable. Contract costs are recognised as
expenses in the period in which they are incurred.

When it is probable that total contract costs will exceed total contract revenue, the expected loss is recognised
as an expense immediately.

When the total of costs incurred on construction contracts plus recognised profits (less recognised losses)
exceeds progress billings, the balance is classified as amount due from customers on contracts. VWWhen progress
billings exceed costs incurred plus recognised profits (less recognised losses), the balance is classified as
amount due to customers on contracts.

Other Investments

Other investments are stated at cost less impairment losses. On disposal of an investment, the difference
between net disposal proceeds and its carrying amount is recognised in the income statement.
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SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

(h)

(i)

1)

(k)

Inventories

Inventories which represent construction materials are stated at the lower of cost (determined on the first-in,
first-out basis) and net realisable value. Net realisable value represents the estimated selling price in the ordinary
course of business less the estimated costs of completion and the costs necessary to make the sale.

Trade and Other Receivables

Trade and other receivables are carried at anticipated realisable values. Bad debts are written off when identified.
An estimate is made for doubtful debts based on a review of all outstanding amounts as at the balance sheet
date.

Cash and Cash Equivalents

For the purposes of the cash flow statements, cash and cash equivalents include cash on hand and at banks
and deposits at call which have an insignificant risk of changes in value, net of outstanding bank overdrafts.

Equity and Financial Liabilities

Financial liabilities and equity instruments are classified according to the substance of the contractual
arrangements entered into. An equity instrument is any contract that evidences a residual interest in the assets
of the Group after deducting all of its liabilities.

Interest, dividends and gains and losses relating to a financial liability are reported as expenses or income.
Distributions to holders of equity instruments are recognised directly in equity.

(i) Equity Instruments

Ordinary shares are classified as equity. Dividends on ordinary shares are recognised in equity in the period
in which they are declared.

The transaction costs of an equity transaction are accounted for as a deduction from equity, net of tax.
Equity transaction costs comprise only those incremental external costs directly attributable to the equity
transaction which would otherwise have been avoided.

(ii) Interest-Bearing Borrowings and Borrowing Costs

Interest-bearing borrowings are initially recognised at the fair value of the consideration received less
directly attributable transaction costs.

After initial recognition, interest-bearing borrowings are subsequently measured at amortised cost using the
effective interest method.

Finance costs, including premiums payable on settlement or redemption and direct issue costs, are
accounted for on an accrual basis to the income statement using the effective interest method and are
added to the carrying amount of the instrument to the extent they are not settled in the period in which
they arise.

Finance cost directly attributable to the acquisition, construction or production of qualifying assets, which
are assets that necessarily take a substantial period of time to get ready for their intended use or sale, are
capitalised as part of the cost of those assets, until such time as the assets are substantially ready for their
intended use or sale. The amount of finance cost eligible for capitalisation is determined by applying a
capitalisation rate which is the weighted average of the finance cost applicable to the Group's borrowings
that are outstanding during the financial year, other than borrowings made specifically for the purpose of
acquiring another qualifying asset. For borrowings made specifically for the purpose of acquiring a qualifying
asset, the amount of finance cost eligible for capitalisation is the actual finance cost incurred on that
borrowing during the period less any investment income on the temporary investment of funds drawn down
from that borrowing facility.



6.

ﬁl HO HUP CONSTRUCTION COMPANY BERHAD (14034-W)

laporan tahunan
2006 annual report 1 33

SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

(k)

n

(m)

(n)

Equity and Financial Liabilities (Cont’d)
(iii) Trade and Other Payables

Trade and other payables are stated at cost which is the fair value of the consideration to be paid in the
future for goods and services received.

Income Tax

Income tax on the profit or loss for the year comprises current and deferred tax. Current tax is the expected
amount of income taxes payable in respect of the taxable profit for the year and is measured using the tax rates
that have been enacted at the balance sheet date.

Deferred tax is provided for, using the liability method, on temporary differences at the balance sheet date
between the tax bases of assets and liabilities and their carrying amounts in the financial statements. In
principle, deferred tax liabilities are recognised for all taxable temporary differences and deferred tax assets are
recognised for all deductible temporary differences, unutilised tax losses and unutilised tax credits to the extent
that it is probable that taxable profit will be available against which the deductible temporary differences,
unutilised tax losses and unutilised tax credits can be utilised. Deferred tax is not recognised if the temporary
difference arises from goodwill or negative goodwill or from the initial recognition of an asset or liability in a
transaction which is not a business combination and at the time of the transaction, affects neither accounting
profit nor taxable profit.

Deferred tax is measured at the tax rates that are expected to apply in the period when the asset is realised or
the liability is settled, based on tax rates that have been enacted or substantively enacted at the balance sheet
date. Deferred tax is recognised in the income statement, except when it arises from a transaction which is
recognised directly in equity, in which case the deferred tax is also recognised directly in equity, or when it
arises from a business combination that is an acquisition, in which case the deferred tax is included in the
resulting goodwill or the amount of any excess of the acquirer's interest in the net fair value of the acquiree's
identifiable assets, liabilities and contingent liabilities over the cost of the combination.

Provisions for Liabilities

Provisions for liabilities are recognised when the Group has a present obligation as a result of a past event and
it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation,
and a reliable estimate of the amount can be made. Provisions are reviewed at each balance sheet date and
adjusted to reflect the current best estimate. Where the effect of the time value of money is material,
provisions are discounted using a current pre-tax rate that reflects, where appropriate, the risk specific to the
liability. Where discounting is used, the increase in the provision due to the passage of time is recognised as
finance cost.

Leases

A lease is recognised as a finance lease if it transfers substantially to the Group all the risks and rewards
incidental to ownership. All other leases are classified as operating leases.

(i) Finance Leases

Assets acquired by way of hire-purchase or finance leases are stated at an amount equal to the lower of
their fair values and the present value of the minimum lease payments at the inception of the leases, less
accumulated depreciation and impairment losses. The corresponding liability is included in the balance sheet
as borrowings. In calculating the present value of the minimum lease payments, the discount factor used is
the interest rate implicit in the lease, when it is practicable to determine; otherwise, the Group's
incremental borrowing rate is used.
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SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

(n)

(o)

(p)

Leases (Cont’'d)

(i)

(ii)

Finance Leases (Cont'd)

Lease payments are apportioned between the finance cost and the reduction of the outstanding liability.
Finance cost, which represent the difference between the total leasing commitments and the fair value of
the assets acquired, are recognised as an expense in the income statement over the term of the relevant
lease so as to produce a constant periodic rate of charge on the remaining balance of the obligations for
each accounting period.

The depreciation policy for leased assets is in accordance with that for depreciable property, plant and
equipment as described in Note 6(a).

Operating Leases

Operating lease payments are recognised as an expense in the income statement on a straight-line basis
over the term of the relevant lease.

Employee Benefits

(i)

(ii)

Short-Term Benefits

Wages, salaries, bonuses and social security contributions are recognised as an expense in the year in
which the associated services are rendered by employees of the Group. Short-term accumulating
compensated absences such as paid annual leave are recognised when services are rendered by employees
that increase their entitlement to future compensated absences. Short-term non-accumulating compensated
absences such as sick leave are recognised when the absences occur.

Defined Contribution Plans

Defined contribution plans are post-employment benefit plans under which the Group pays fixed contribution
into separate entities or funds and will have no legal or constructive obligation to pay further contributions if
any of the funds do not hold sufficient assets to pay all employee benefits relating to employee services in
the current and preceding financial years.

As required by law, companies in Malaysia make contributions to the EPF. Such contributions are
recognised as an expense in the income statement as incurred.

Revenue Recognition

Revenue is recognised when it is probable that the economic benefits associated with the transaction will flow
to the enterprise and the amount of the revenue can be measured reliably.

(i)

(ii)

Construction Contracts

Revenue from construction contracts is accounted for by the stage of completion method as described in
Note 6(f).

Sale of Properties

Revenue from sale of properties is accounted for by the percentage of completion method as described in
Note 6(e)(ii).



6.

ﬁl HO HUP CONSTRUCTION COMPANY BERHAD (14034-W)

laporan tahunan
2006 annual report 1 35

SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

(p)

(q)

Revenue Recognition (Cont'd)

(iii) Sale of Goods

Revenue relating to sale of goods is recognised net of sales taxes and discounts upon the transfer of risks
and rewards.

(iv) Hire of Plant and Machinery

Revenue from hire of plant and machinery is recognised on an accrual basis.

Foreign Currencies

(i)

(ii)

Functional and Presentation Currency

The individual financial statements of each entity in the Group are measured using the currency of the
primary economic environment in which the entity operates (“the functional currency'). The consolidated
financial statements are presented in RM, which is also the Company's functional currency.

Foreign Currency Transactions

In preparing the financial statements of the individual entities, transactions in currencies other than the
entity's functional currency (foreign currency) are recorded in the functional currencies using the exchange
rates prevailing at the dates of the transactions. At each balance sheet date, monetary items denominated
in foreign currencies are translated at the rates prevailing on the balance sheet date. Non-monetary items
carried at fair value that are denominated in foreign currencies are translated at the rates prevailing on the
date when the fair value was determined. Non-monetary items that are measured in terms of historical cost
in a foreign currency are not translated.

Exchange differences arising on the settlement of monetary items, and on the translation of monetary
items, are included in the profit or loss for the period except for exchange differences arising on monetary
items that form part of the Group's net investment in foreign operation. Exchange differences arising on
monetary items that form part of the Group's net investment in foreign operation, where that monetary
item is denominated in either the functional currency of the reporting entity or the foreign operation, are
initially taken directly to the foreign currency translation reserve within equity until the disposal of the
foreign operation, at which time they are recognised in profit or loss.

Exchange differences arising on monetary item that form part of the Group's net investment in foreign
operation, where that monetary item is denominated in a currency other than the functional currency of
either the reporting entity or the foreign operation, are recognised in the profit or loss for the period.
Exchange differences arising on monetary items that form part of the Company's net investment in foreign
operation, regardless of the currency of the monetary item, are recognised in the profit or loss in the
Company's financial statements or the individual financial statements of the foreign operation, as
appropriate.

Exchange differences arising on the translation of non-monetary items carried at fair value are included in
profit or loss for the period except for the differences arising on the translation of non-monetary items in
respect of which gains and losses are recognised directly in equity. Exchange differences arising from such
non-monetary items are also recognised directly in equity.
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6. SIGNIFICANT ACCOUNTING POLICIES (CONT'D)
(q) Foreign Currencies (Cont’d)
(ii) Foreign Currency Transactions (Cont’d)

The principal exchange rate used for every unit of foreign currency ruling at the balance sheet date is as

follows:

2006 2005

RM RM
100 Indian Rupee 7.84 8.20
1 Chinese Renminbi 0.45 0.47
1 USD 3.53 3.77
100 Thai Baht 9.81 -
100 South African Rand 50.10 -
1000 Madagascar Ariary 1.82 1.77

(iii) Foreign Operations

The results and financial position of foreign operations that have a functional currency different from the
presentation currency (RM) of the consolidated financial statements are translated into RM as follows:

(a) Assets and liabilities for each balance sheet presented are translated at the closing rate prevailing at
the balance sheet date;

(b) Income and expenses for each income statement are translated at average exchange rates for the
year, which approximates the exchange rates at the dates of the transactions; and

(c) All resulting exchange differences are taken to the foreign currency translation reserve within equity.

Goodwill and fair value adjustments arising on the acquisition of foreign operations on or after 1 January
2006 are treated as assets and liabilities of the foreign operations and are recorded in the functional
currency of the foreign operations and translated at the closing rate at the balance sheet date. Goodwill and
fair value adjustments which arose on acquisition of foreign subsidiaries before 1 January 2006 are deemed
to be assets and liabilities of the parent company and are recorded in RM at the rates prevailing at the date
of acquisition.

(r) Fair Value Estimation for Disclosure Purposes

In assessing the fair value of financial instruments, the Group and the Company use a variety of methods and
make assumptions that are based on market conditions existing at each balance sheet date.

The fair value of publicly traded securities is based on quoted market prices at the balance sheet date. Where
there is no active market, fair value is established using a valuation technique. Valuation techniques include using
recent arm's length market transactions between knowledgeable, willing parties, if available, reference to the
current fair value of another instrument that is substantially the same, discounted cash flow analysis and option
pricing models.

The face values for financial assets and financial liabilities with maturity of less than one (1) year are assumed to
approximate their fair values.
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FUTURE CHANGES IN ACCOUNTING POLICIES

At the date of authorisation of these financial statements, the following FRS, amendments to FRS and Interpretations
were issued but not yet effective and have not been applied by the Group and the Company:

Effective for
financial periods

beginning
on or after

(i) FRS 117 — Leases 1 October 2006
(ii) FRS 124 — Related Party Disclosures 1 October 2006
(i)~ FRS 139 - Financial Instruments: Recognition and Measurement Deferred
(iv)  FRS 6 — Exploration for an Evaluation of Mineral Resources 1 January 2007
(v)  Amendment to FRS 1192004 — Employee Benefits — Actuarial Gains and Losses,

Group Plans and Disclosures 1 January 2007
(vii Amendments to FRS 121 — The Effects of Changes in Foreign

Exchange Rates — Net Investment in a Foreign Operation 1 July 2007
(vii)  IC Interpretation 1: Changes in Existing Decommissioning, Restoration

and Similar Liabilities 1 July 2007
(viii)  IC Interpretation 2: Members' Shares in Co-operative Entities and Similar Instruments 1 July 2007
(ix)  IC Interpretation 5: Rights to Interest arising from Decommissioning, Restoration and

Environmental Rehabilitation Funds 1 July 2007
(x) IC Interpretation 6: Liabilities arising from Participating in a Specific Market

— Waste Electrical and Electronic Equipment 1 July 2007
(xi)  IC Interpretation 7: Applying the Restatement Approach under FRS 1292004

— Financial Reporting in Hyperinflationary Economies 1 July 2007
(xii)  IC Interpretation 8: Scope of FRS 2 1 July 2007
(xiii)  FRS 107 — Cash Flow Statements 1 July 2007
(xiv) FRS 111 — Construction Contracts 1 July 2007
(xv) FRS 112 - Income Taxes 1 July 2007
(xvi) FRS 118 — Revenue 1 July 2007
(xvii) FRS 119 — Employee Benefits 1 July 2007
(xviii) FRS 120 — Accounting for Government Grants and Disclosure of Government Assistance 1 July 2007
(xix) FRS 126 — Accounting and Reporting by Retirement Benefit Plans 1 July 2007
(xx)  FRS 129 — Financial Reporting in Hyperinflationary Economies 1 July 2007
(xxi) FRS 134 — Interim Financial Reporting 1 July 2007

(xxii) FRS 137 — Provision, Contingent Liabilities and Contingent Assets 1 July 2007
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7. FUTURE CHANGES IN ACCOUNTING POLICIES (CONT'D)

The Group and the Company are exempted from disclosing the possible impact, if any, to the financial statements
upon the initial application of FRS 117, 124 and FRS 139.

FRS 6 is not relevant to the Group's and the Company's operations and the adoption of the above amendments and
Interpretations will have no impact on the financial statements of the Group and of the Company.

8. REVENUE
Group Company
2006 2005 2006 2005
RM'000 RM'000 RM'000 RM'000
Construction contracts 33,693 66,966 45,888 104,485
Sale of development properties 11,233 63,967 - -
Sale of goods 41,522 42,034 - -
Hire of plant and machinery 534 1,141 543 1,255
86,982 174,108 46,431 105,740
9. COST OF SALES
Group Company
2006 2005 2006 2005
RM'000 RM'000 RM'000 RM'000
Construction contract costs 36,879 43,286 46,530 87,037
Property development costs 13,363 49,853 - -
Cost of goods sold 31,705 31,988 - -
81,947 125,127 46,530 87,037

Included in the construction contract costs of the Group and of the Company are the following staff costs (Note 11):

Group Company
2006 2005 2006 2005
RM'000 RM'000 RM'000 RM'000
Wages and salaries 3,774 4,077 3,774 4,077
Social security costs 86 58 86 58
Pension cost — defined contribution plans 405 444 405 444
Other staff related expenses 442 638 442 638

4,707 5,217 4,707 5,217
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10. (LOSS)/PROFIT FROM OPERATIONS
(Loss)/profit from operations is stated after (crediting)/charging to the following:
(a) Other income

Included in other income of the Group and of the Company are the following:

Group Company
2006 2005 2006 2005

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

Interest income
— from subsidiaries - - (13,098) (11,821)
— deposits with financial institutions (1,336) (1,344) (1,213) (1,081)
Write back of provision for doubtful debts (41) (444) - -
Gain on disposal of property, plant and equipment (10,583) (9,712) (10,547) (9,672)
Gain on disposal of investment properties (13,876) - (13,898) -
Rental income (356) (725) (147) (306)
Unrealised foreign exchange gain (419) - (419) -

(b) Administrative and operating expenses

Included in administrative and operating expenses of the Group and of the Company are the following:

Group Company
2006 2005 2006 2005
RM'000 RM'000 RM'000 RM'000
(Restated) (Restated)

Staff costs (Note 11) 11,989 14,228 6,634 8,285
Non-executive Directors’ remuneration (Note 12) 213 263 213 263
Auditors' remuneration (Note 13)
— Statutory audits 268 110 98 45
— Other services 10 8 - -
Bad debts written off 1,409 1,695 1,409 1,595
Provision for doubtful debts
— Receivables 10,487 145 10,487 254
— Subsidiary - - 13,714 -
Depreciation of property, plant and

equipment (Note 17) 6,599 9,652 5,656 8,370
Depreciation of investment properties (Note 18) 18 29 11 22
Office and store rental 1,631 1,661 965 876
Hire of plant and machineries 26 97 - -
Provision for diminution in value of investment - - - 200
Provision for liquidated ascertained

damages (Note 35) 6,793 5,925 - -

Rental of equipment 28 30 - -
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11. STAFF COSTS

Group Company

2006 2005 2006 2005
RM'000 RM'000 RM'000 RM'000
Wages and salaries 12,314 14,337 8,909 10,440
Social security costs 391 387 148 126
Pension cost — defined contribution plans 1,117 1,330 970 1,159
Other staff related expenses 2,874 3,391 1,314 1,777
16,696 19,445 11,341 13,502

Included in staff costs of the Group and of the Company are executive Directors’ remuneration amounting to
RM1,014,000 (2005: RM1,093,000) and RM984,000 (2005: RM1,063,000) respectively as further disclosed in Note 12.

12. DIRECTORS’ REMUNERATION

Group Company
2006 2005 2006 2005
RM'000 RM'000 RM'000 RM'000
Directors of the Company
Executive:
Salaries and other emoluments 984 1,063 984 1,063
Benefits-in-kind 37 37 37 37
Fees 30 30 - -
Non-executive:
Fees 213 263 213 263
1,264 1,393 1,234 1,363
Analysis excluding benefits-in-kind:
Total executive Directors’ remuneration excluding
benefits-in-kind (Note 11) 1,014 1,093 984 1,063
Total non-executive Directors’ remuneration excluding
benefits-in-kind (Note 10(b)) 213 263 213 263
Total Directors’ remuneration excluding
benefits-in-kind 1,227 1,356 1,197 1,326

The number of Directors of the Company whose total remuneration during the year fell within the following bands is
analysed below:

Number of Directors
2006 2005

Executive Directors:
RM250,001 to RM300,000 2
RM400,001 to RM450,000

—_
- N

Non-executive Directors:
Below RM50,000
RM50,001 to RM100,000 3

wWN
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13. AUDITORS' REMUNERATION
Group Company
2006 2005 2006 2005
RM'000 RM'000 RM'000 RM'000
Auditors of the Company
Statutory audit 243 80 98 45
Other auditors
Statutory audit 25 30 - -
Fees for other services:
— Tax advisory 6 6 - -
— Others 4 2 - -
278 118 98 45
14. FINANCE COSTS
Group Company
2006 2005 2006 2005
RM'000 RM'000 RM'000 RM'000
Interest expense on:
— Bankers' acceptances 814 722 674 597
— Bank overdrafts 1,731 1,336 1,451 1,231
— Revolving credits 2,183 2,026 2,183 2,026
— Hire purchase 1,636 1,783 1,463 1,744
— Term loan 286 - 286 -
6,550 5,867 6,057 5,698
15. TAXATION
Group Company
2006 2005 2006 2005
RM'000 RM'000 RM'000 RM'000
Current income tax:
Malaysian income tax 259 3,068 - 2,500
Real property gains tax 675 - 675 -
Foreign income tax 52 549 1 -
Underprovision in prior years 430 - 411 -
1,416 3,617 1,087 2,500
Deferred tax (Note 33):
Relating to origination and reversal
of temporary differences (92) 89 - -
Overprovision in prior years - (230) - -
(92) (147) - -
1,324 3,476 1,087 2,500

Domestic income tax is calculated at the Malaysian statutory tax rate of 28% (2005: 28%) of the estimated
assessable profit for the year. The domestic statutory tax rate will be reduced to 27% from the current year's rate of
28%, effective year of assessment 2007 and to 26% effective year of assessment 2008. The computation of
deferred tax as at 31 December 2006 has reflected these changes.




ﬁl HO HUP CONSTRUCTION COMPANY BERHAD (14034-W)

laporan tahunan
1 42 2006 annual report

15. TAXATION (CONT'D)

A reconciliation of income tax expense applicable to (loss)/profit before taxation at the statutory income tax rate to
income tax expense at the effective income tax rate of the Group and of the Company is as follows:

Group Company
2006 2005 2006 2005
RM'000 RM'000 RM'000 RM'000
(Loss)/profit before taxation (33,824) 6,091 (13,869) 9,867

Taxation at Malaysian statutory tax rate of 28%

(2005: 28%) (9,471) 1,705 (3,883) 2,763
Effect of different tax rate for small and medium

scale companies of 20% for the first chargeable

income of RM500,000 (33) - - -
Effects of different tax rate in other country (24) 127 - -
Income not subject to income tax (3,891) (467) (3,891) (467)
Expenses not deductible for tax purposes 1,603 1,195 4,459 262
Deferred tax not recognised during the year 12,035 1,204 3,316 -
Utilisation of previously

unrecognised deferred tax assets - (58) - (58)
Under-provision of income tax in prior years 430 - 411 -
Over-provision of deferred tax in prior years - (230) - -
Real property gains tax 675 - 675 -
Tax expense for the year 1,324 3,476 1,087 2,500
Tax losses are analysed as follows:
Tax savings recognised during the year arising from:

Utilisation of current year tax losses 3,099 80 3,099 80

16. BASIC/DILUTED (LOSS)/EARNINGS PER SHARE (SEN)

The basic/diluted (loss)/earnings per share is calculated by dividing the net (loss)/profit for the year by the weighted
average number of ordinary shares in issue during the financial year.

2006 2005
Net (loss)/profit for the year (RM'000) (35,101) 3,879
Weighted average number of ordinary shares in issue ('000) 102,000 102,000

Basic/diluted (loss)/earnings per share (sen) (34.4) 3.8




Group
2006

Cost
At 1 January
As previously stated
Effects of adopting
FRS 140
As restated
Additions

Disposals

At 31 December

Accumulated Depreciation

At 1 January
As previously stated
Effects of adopting
FRS 140
As restated
Charge for the year
Disposals
Exchange differences
At 31 December

Net Book Value
At 31 December
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Long term Furniture,
Freehold leasehold fittings Tools and
Freehold land and land and and office ~ Motor  Plant and technical
land building  building equipment vehicles machinery Renovation equipment  Total
RM'000  RM'000 RM'000  RM'000  RM'000  RM'000  RM'000 RM'000  RM'000
4,493 1,635 354 5,250 29,318 131,955 360 2,961 176,226
(4,493) (1,435) - - - - - - (5,928)
- 100 354 5,250 29,318 131,955 360 2,961 170,298
- - - 33 1,079 6,850 4 189 8,155
- - - (28) (5,815)  (18,303) - - (24,146)
- 100 354 5,255 24,582 120,502 364 3,150 154,307
- 380 106 3,965 25,352 96,230 313 2,122 128,468
- (348) - - - - - - (348)
- 32 106 3,965 25,352 96,230 313 2,122 128,120
- 2 7 415 744 5,263 28 140 6,599
- - - (7) (4,472) (17,081) - - (21,560)
- - - 3 - - - - 3
- 34 113 4,376 21,624 84,412 341 2,262 113,162
- 66 241 879 2,958 36,090 23 888 41,145
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17. PROPERTY, PLANT AND EQUIPMENT (CONT'D)

Long term Furniture,

Freehold leasehold fittings Tools and
Freehold land and land and and office  Motor  Plant and technical
land building  building equipment vehicles machinery Renovation equipment  Total
RM'000  RM'000  RM'000 RM'000  RM'000  RM'000 RM'000  RM'000 RM'000
(Restated)
Group
2005
Cost
At 1 January
As previously stated 4,493 1,535 354 4,845 29,996 146,347 360 2,509 190,439
Effects of adopting
FRS 140 (4,493) (1,435) - - - - - - (5,928)
As restated - 100 354 4,845 29,996 146,347 360 2,509 184,511
Additions - - - 410 1,246 16,013 - 452 18,121
Disposals - - - - (1,878) (30,280) - - (32,158)
Write off - - - - (46) (125) - - (171)
Exchange differences - - - (5) - - - - (5)
At 31 December - 100 354 5,250 29,318 131,955 360 2,961 170,298
Accumulated Depreciation
At 1 January
As previously stated - 349 99 3,496 25,433 118,075 277 2,013 149,742
Effects of adopting
FRS 140 - (319) - - - - - - (319)
As restated - 30 99 3,496 25433 118,075 277 2,013 149,423
Charge for the year
As previously stated - 31 7 471 1,459 7,568 36 109 9,681
Effects of adopting
FRS 140 - (29) - - - - - - (29)
As restated - 2 7 471 1,459 7,568 36 109 9,652
Disposals - - - - (1,494) (29,288) - - (30,782)
Write off - - - - (46) (125) - - (171)
Exchange differences - - - (2) - - - - (2)
At 31 December - 32 106 3,965 25,352 96,230 313 2,122 128,120

Net Book Value
At 31 December - 68 248 1,285 3,966 35,725 47 839 42178




Company
2006

At 1 January
As previously stated
Effects of adopting
FRS 140
As restated
Additions
Disposals
At 31 December
Accumulated Depreciation
At 1 January
As previously stated
Effects of adopting
FRS 140
As restated
Charge for the year
Disposals

At 31 December

Net Book Value
At 31 December
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Long term Furniture,
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Freehold leasehold fittings Tools and
Freehold land and land and and office ~ Motor  Plant and technical
land building  building equipment vehicles machinery Renovation equipment  Total
RM'000  RM'000 RM'000  RM'000  RM'000  RM'000  RM'000 RM'000  RM'000
4,493 1,195 354 3,563 17,191 123,116 133 2,770 152,815
(4,493) (1,095) - - - - - - (5,588)
- 100 354 3,563 17,191 123,116 133 2,770 147,227
- - - " 1,063 6,783 - 189 8,046
- - - (28) (6,688)  (18,303) - - (24,019)
- 100 354 3,546 12,566 111,596 133 2,959 131,254
- 339 106 2,630 14,535 88,285 121 1,948 107,964
- (307) - - - - - - (307)
- 32 106 2,630 14,535 88,285 121 1,948 107,657
- 2 7 255 382 4,868 7 135 5,656
- - - (7) (4,345) (17,081) - - (21,433)
- 34 113 2,878 10,672 76,072 128 2,083 91,880
- 66 241 668 1,994 36,624 5 876 39,374
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17. PROPERTY, PLANT AND EQUIPMENT (CONT'D)

Long term Furniture,

Freehold leasehold fittings Tools and
Freehold land and land and and office  Motor  Plant and technical
land building  building equipment vehicles machinery Renovation equipment  Total
RM'000  RM'000  RM'000 RM'000  RM'000  RM'000 RM'000  RM'000 RM'000
(Restated)
Company
2005
Cost
At 1 January
As previously stated 4,493 1,195 354 3,262 18,244 137,659 133 2,318 167,558
Effects of adopting
FRS 140 (4,493) (1,095) - - - - - - (5,588)
As restated - 100 354 3,262 18,244 137,559 133 2,318 161,970
Additions - - - 301 409 15,912 - 452 17,074
Disposals - - - - (1,416) (30,230) - - (31,646)
Write off - - - - (46) (125) - - (171)
At 31 December - 100 354 3,563 17,191 123,116 133 2,770 147,227
Accumulated Depreciation
At 1 January
As previously stated - 315 99 2,339 14,897 110,845 108 1,844 130,447
Effects of adopting
FRS 140 - (285) - - - - - - (285)
As restated - 30 99 2,339 14,897 110,845 108 1,844 130,162
Charge for the year
As previously stated - 24 7 291 1,100 6,853 13 104 8,392
Effects of adopting
FRS 140 - (22) - - - - - - (22)
As restated - 2 7 291 1,100 6,853 13 104 8,370
Disposals - - - - (1,416) (29,288) - - (30,704)
Write off - - - - (46) (125) - - (171)
At 31 December - 32 106 2,630 14,535 88,285 121 1,948 107,657

Net Book Value
At 31 December - 68 248 933 2,656 34,831 12 822 39,570
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17. PROPERTY, PLANT AND EQUIPMENT (CONT'D)

(@) Net book values of property, plant and equipment of the Group and of the Company held under hire purchase
arrangement are as follows:

Group Company

2006 2005 2006 2005
RM'000 RM'000 RM'000 RM'000
Motor vehicles 2,047 24,672 1,502 24,064
Plant and machinery 2,310 1,909 2,310 1,909
4,357 26,581 3,812 25,973

(b) Purchase of property, plant and equipment

Aggregate cost of purchase 8,156 18,121 8,046 17,074
Less: Purchased under hire purchase (1,025) (15,204) (1,025) (14,658)
7,130 2,917 7,021 2,416

(c) Plant and machinery with an aggregate carrying value of RM2,831,525 (2005: RM Nil) are pledged as securities
for borrowings (Note 31).

18. INVESTMENT PROPERTIES

Group Company
2006 2005 2006 2005
RM'000 RM'000 RM'000 RM'000
(restated) (restated)

Cost
At 1 January 5,928 5,928 5,688 5,588
Disposals (4,216) - (3,876) -
At 31 December 1,712 5,928 1,712 5,588
Accumulated depreciation
At 1 January 348 319 307 285
Charge for the year 18 29 11 22
Disposals (366) - (318) -
At 31 December - 348 - 307
Net Book Value 1,712 5,580 1,712 5,281

Investment properties with an aggregate carrying value of RM1,712,000 (2005: RM Nil) are pledged as securities for
borrowings (Note 31).
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18. INVESTMENT PROPERTIES (CONT’D)

The fair value of investment properties are as follows:

Group Company
2006 2005 2006 2005
RM'000 RM'000 RM'000 RM'000
(restated) (restated)
Freehold land 9,646 28,536 9,646 28,186

The fair value of investment properties as at 31 December 2005 is based on valuations performed by Hakimi &
Associates Sdn. Bhd., a registered independent valuer. The fair value of investment properties as at 31 December
2006 is based on internal appraisals rather than on a valuation by an independent valuer who holds a recognised and
relevant professional qualification and has recent experience in the location and category of the investment property
being valued. Fair value represents the amount at which the assets could be exchanged between a knowledgeable,
willing buyer and a knowledgeable, willing seller in an arm's length transaction.

19. LAND HELD FOR PROPERTY DEVELOPMENT AND PROPERTY DEVELOPMENT COSTS

(a) Land Held for Property Development

Group
2006 2005

RM'000 RM'000
Freehold Land
Cost
At 1 January 122,183 115,816
Additions - 6,368
At 31 December 122,183 122,183

(b) Property Development Costs

Property development costs at 1 January:
Freehold land 34,710 34,710
Development costs 236,425 199,404

271,135 234,114
Costs incurred during the year:
Development costs 10,790 37,021
Reversal of completed projects (133,557) -
Costs recognised in income statement:
At 1 January (242,382) (192,446)
Recognised during the year (13,363) (49,936)
Reversal of completed projects 133,557 -
At 31 December (122,188) (242,382)

Property development costs at 31 December 26,180 28,753




ﬁl HO HUP CONSTRUCTION COMPANY BERHAD (14034-W)

laporan tahunan
2006 annual report 1 49

19. LAND HELD FOR PROPERTY DEVELOPMENT AND PROPERTY DEVELOPMENT COSTS (CONT'D)
(b) Property Development Costs (Cont’d)

Included in property development costs incurred during the financial year are:

Group
2006 2005
RM'000 RM'000
Interest expense 215 30

The land held for development and development properties are pledged to financial institutions as security for
certain borrowings granted to the Group and the Company as referred to in Note 31.

20. INVESTMENT IN SUBSIDIARIES

Company
2006 2005

RM'000 RM'000
Unquoted shares, at cost 21,002 20,990
Details of the subsidiaries are as follows:

Equity Interest Held (%)

Name of Subsidiaries 2006 2005 Principal activities
Incorporated in Malaysia
Homeg Sdn. Bhd.* 51 51 Engineering, procurement, construction, and

commissioning of pipeline system

Tru-Mix Concrete Sdn. Bhd. 90 90 Manufacturing and distribution of ready-mixed
concrete

Bukit Jalil Development Sdn. Bhd. 70 70 Property development

Ho Hup Jaya Sdn. Bhd. # 100 100 Inactive

Ho Hup Equipment Rental Sdn. Bhd.* 100 100 Rental of equipment

Mekarani Heights Sdn. Bhd.* 100 100 Dormant

Intermax Resources Sdn. Bhd.* 100 100 Dormant

Ho Hup Geotechnic Sdn. Bhd.* 100 100 Dormant

Timeless Element Sdn. Bhd.* 100 100 Dormant
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20. INVESTMENT IN SUBSIDIARIES (CONT’D)

Equity Interest Held (%)
Name of Subsidiaries 2006 2005 Principal activities

Incorporated in India

Ho Hup Construction Company (India) Pte. Ltd.* 100 100 Construction
Incorporated in Mauritius

Ho Hup Construction (Mauritius) Limited * 100 100 Dormant
Incorporated in South Africa

Ho Hup Construction (South Africa) Pty Ltd * 100 - Investment holding
Incorporated in Indonesia

PT Halford Citra * 80 - Dormant

¥ Subsidiaries not audited by Ernst & Young.

#  The auditors’ reports on the financial statements of this subsidiary include an emphasis of matter paragraph as
follows:

On 17 April 2003, Ho Hup Jaya Sdn Bhd ("HH Jaya"), a wholly-owned subsidiary of the Company, entered into a
conditional sale and purchase agreement with Khoo Soon Lee Realty Sdn Bhd (“KSL") for the disposal of two
parcels of development land measuring 52.668 hectares and 39.504 hectares held under master titles H.S.(D)
257249 PTD No 71047 and H.S.(D)258295 PTD No 71065, respectively, both located in the Mukim of Pulai,
District of Johor Bahru, for a cash consideration of RM97 million (‘Purchase Price"). Save for the sum of
RM4,476,919 held by the stakeholders ("Stakeholder Monies"), the balance Purchase Price has been released to
HH Jaya. A dispute arose between HH Jaya and KSL as to who is entitled to the Stakeholder Monies
("Dispute”). On 28 April 2004, the Dispute was referred to the Court by way of an interpleader summons to
determine who is entitled to the Stakeholder Monies. The case is now fixed for case management on 7 August
2007.

Uncertainties exist regarding the recoverability of the balance of the receivable of RM4,476,919.

The Directors of the Company after consultation with their legal advisers, are of the opinion that the amount due
from KSL is recoverable.

(a) Incorporation of subsidiaries during financial year ended 31 December 2006
On 20 January 2006, the Company incorporated a wholly owned subsidiary, Ho Hup Corporation (South Africa)
Pty Ltd in South Africa with a stated share capital of Rand 1,000 comprising 1,000 ordinary shares of Rand 1

each.

On 5 December 2006, the Company incorporated a 80%-owned subsidiary in Indonesia, PT Halford Citra, which
has an authorised share capital of Rp.4,577,500,000 comprising 500,000 ordinary shares of Rp.9,155 each.
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20. INVESTMENT IN SUBSIDIARIES (CONT’D)

(a)

(b)

Incorporation of subsidiaries during financial year ended 31 December 2006 (Cont'd)

The incorporation of these subsidiaries had the following effect on the Group's financial results for the year:

2006
RM'000
Revenue -
Net loss for the year -

The incorporation of these subsidiaries had the following effect on the financial position of the Group as at the
end of the financial year:

2006
RM'000
Other receivables 250
Other payables (250)

Group's share of net assets -

Incorporation of subsidiary during financial year ended 31 December 2005

On 22 April 2005, the Company incorporated a wholly owned subsidiary, Ho Hup Corporation (Mauritius) Limited
in Mauritius with a stated share capital of USD25,000 comprising 500 ordinary shares of USD50 each.

The incorporation of this subsidiary had the following effect on the Group's financial results for the year:

2005
RM'000

Revenue -
Net loss for the year 5

The incorporation of this subsidiary had the following effect on the financial position of the Group as at the end
of the financial year:

2005
RM'000
Other receivables 176
Cash and bank balances 2
Other payables (89)

Group's share of net assets 89
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21. INVESTMENT IN ASSOCIATES

Group Company
2006 2005 2006 2005
RM'000 RM'000 RM'000 RM'000

Unquoted shares, at cost 12,917 12,917 12,917 12,917
Share of post acquisition reserves 421 2,451 - -

13,338 15,368 12,917 12,917
Less: Accumulated impairment losses (2,054) (2,054) (2,351) (2,351)

11,284 13,314 10,566 10,566
Represented by:
Share of net assets 11,284 13,314

Details of the associates are as follows:

Equity Interest Held (%)
Name of Associates 2006 2005 Principal Activities

Incorporated in Malaysia

Semenyih Brickmakers Sdn. Bhd.* 49 49 Dormant
Hupcon Antarabangsa Sdn. Bhd.* 50 50 Dormant
Incorporated in The People's Republic of China

Shanghai San Ho Hup Pile Co. Ltd.* 45 45 Manufacturing and trading
of concrete spun piles

Incorporated in Thailand

Ho Hup Corporation (Thailand) Limited * 48 48 Dormant
Incorporated in Madagascar

Ho Hup Construction (Madagascar) Sarl * 499 499 Dormant
Incorporated in South Africa

Ho Hup Ubunye Construction Pty Ltd * 49 - Construction

During the financial year ended 31 December 2006, the Group acquired 49% equity interest in Ho Hup Ubunye
Construction Pty Ltd for a total cash consideration of RM50.

During the previous financial year, the Group acquired 48% and 49.9% equity interests in Ho Hup Corporation
(Thailand) Limited and Ho Hup Construction (Madagascar) Sarl respectively, for cash consideration of RM240,000 and
RM17,148 respectively.

* Associates not audited by Ernst & Young.
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2006 2005
RM'000 RM'000
Assets and liabilities
Current assets 8,079 7,817
Non-current assets 7,353 7,971
Total assets 15,432 15,788
Current liabilities (4,148) (2,474)
Net assets 11,284 13,314
Results
Revenue 6,616 4,145
Loss for the year (2,051) (1,2006)
INVESTMENT IN JOINTLY CONTROLLED ENTITIES
Group Company
2006 2005 2006 2005
RM'000 RM'000 RM'000 RM'000
Unquoted investment, at cost 250 250 250 250
Share of post-acquisition reserves (250) (250) - -
- - 250 250
Less: Accumulated impairment losses - - (250) (250)

Details of the jointly controlled entities are as follows:

Equity Interest Held (%)

Name of Jointly Controlled Entities 2006 2005
Ho Hup-Ballast Nedam Joint Venture 50 50
Ho Hup-Star-Zaks Joint Venture 50 50

Ho Hup-Simplex Joint Venture 50 50

Principal activities
Dormant
Dormant

Dormant
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23. OTHER INVESTMENTS

Group Company
2006 2005 2006 2005
RM'000 RM'000 RM'000 RM'000
Quoted Convertible Redeemable
Debt Securities, at cost 35 35 - -
35 35 - -
Market value of quoted investment 56 62 - -
24. INVENTORIES
Group Company
2006 2005 2006 2005
RM'000 RM'000 RM'000 RM'000
At cost:
Construction materials 159 175 - -
25. TRADE RECEIVABLES
Group Company
2006 2005 2006 2005
RM'000 RM'000 RM'000 RM'000
Trade receivables 105,567 109,362 70,610 71,209
Accrued billings in respect of property
development costs 24,128 35,340 - -
Due from customers on contracts (Note 27) - - - -
Retention sums on contracts (Note 27) 1,357 1,295 1,357 1,295
131,052 145,997 71,967 72,504
Less: Allowance for doubtful debts (13,313) (8,535) (12,658) (7,200)
117,739 137,462 59,309 65,304

Trade receivables of the Group and the Company include an aggregate amount of RM1,528,000 (2005: RM1,528,000)
receivable from subsidiary of an associated investor in connection with progress billings on construction works.

The Group's normal trade credit term ranges from 14 to 90 days (2005: 14 to 90 days). Other credit terms are
assessed and approved on a case-by-case basis.

The Group and the Company credit exposures are concentrated mainly on ten (2005: twelve) and nine (2005: eleven)
trade receivables respectively, which accounted for 69% (2005: 66%) and 95% (2005: 93%) respectively of the total
trade receivables as at the year then ended.
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25. TRADE RECEIVABLES (CONT’'D)

(a)

(b)

(c)

Included in the trade receivables of the Group and of the Company as at 31 December 2006 is an amount of
RM15,385,808 (2005: RM15,385,808) owing from two customers for contracts under dispute, of which provision
for doubtful debts of RM3,030,463 (2005: RM3,030,463) was made in the financial statements.

The Company is taking legal action to recover the disputed amounts owing. The status of the legal action is
disclosed in Note 40(e).

The Directors of the Company after consultation with their legal advisers, are of the opinion that the remaining
amounts of receivables not provided for as at 31 December 2006 are recoverable.

During financial year ended 31 December 2004, the Company was awarded certain construction contracts by the
Government of Madagascar. These construction contracts were mutually terminated during the financial year
ended 31 December 2005.

Included in the trade receivables of the Group and of the Company as at 31 December 2006, is an amount of
RM27.8 million (2005: RM25.0 million), being the amounts due from the Government of Madagascar in relation
to the aforementioned construction contracts.

On 15 September 2006, the Company commenced an arbitration claim for the sum of USD19,746,595.53
(equivalent to RM69.74 million) being the value of work done and damages pursuant to the unlawful termination
of the contracts in relation to the construction of road works at the Republic of Madagascar which was entered
into by the Government of the Republic of Madagascar and the Company. The claim has been referred to the
International Court of Arbitration under the Rules of the International Chamber of Commerc ("ICC"), Paris.

The third arbitrator has been appointed by the ICC. The Government of Madagascar has filed the Defence and
Counter-Claim and the Company has submitted the Reply to the Counter-Claim. The Government of Madagascar
has submitted a counter-claim for USD27,000,000. The dates for hearings have been fixed for 28 January 2008
to 1 February 2008 and 31 March 2008 to 4 April 2008.

The Directors of the Company after consultation with their legal advisers, are of the opinion that the Company
has a fair chance of success and that the amounts due from the Government of Madagascar will be
recoverable.

On 17 April 2003, Ho Hup Jaya Sdn Bhd ("HH Jaya"), a wholly-owned subsidiary of the Company, entered into a
conditional sale and purchase agreement with Khoo Soon Lee Realty Sdn Bhd (“KSL") for the disposal of two
parcels of development land measuring 52.668 hectares and 39.504 hectares held under master titles H.S.(D)
257249 PTD No 71047 and H.S.(D)258295 PTD No 71065, respectively, both located in the Mukim of Pulai,
District of Johor Bahru, for a cash consideration of RM97 million (‘Purchase Price"). Save for the sum of
RM4,476,919 held by the stakeholders ("Stakeholder Monies"), the balance Purchase Price has been released to
HH Jaya. A dispute arose between HH Jaya and KSL as to who is entitled to the Stakeholder Monies
("Dispute”). On 28 April 2004, the Dispute was referred to the Court by way of an interpleader summons to
determine who is entitled to the Stakeholder Monies. The case is now fixed for case management on 7 August
2007.

The Directors of the Company after consultation with their legal advisers, are of the opinion that the amount due
from KSL is recoverable.
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26. OTHER RECEIVABLES

Group Company
2006 2005 2006 2005
RM'000 RM'000 RM'000 RM'000
Due from subsidiaries (Note a) - - 261,720 246,020
Deposits 3,942 4,413 3,563 4,029
Prepayments 275 1,885 32 1,589
Sundry receivables 13,707 9,956 10,190 7,586
17,924 16,254 275,505 259,224
Less: Provision for doubtful debts
(6,604) (1,575) (65,373) (46,630)
11,320 14,679 210,132 212,594

(@) The amounts owing from certain subsidiaries are unsecured, with no fixed terms of repayment and are subject
to interest at 8.0% (2005 : 8.0%) per annum.

(b) Included in the other receivables of the Group and of the Company as at 31 December 2006 is an amount of
deposit of RM1.5 million (2005: RM1.5 million) paid in relation to the proposed acquisition of 51% of the total
issued and paid-up share capital of Urban Shift. Provision for doubtful debts has been made in respect of the
entire deposit in the financial year ended 31 December 2006.

27. DUE FROM CUSTOMERS ON CONTRACTS

Group Company
2006 2005 2006 2005
RM'000 RM'000 RM'000 RM'000
Construction contract costs incurred to date 44,152 234,120 44,152 234,120
Attributable profits 13,295 29,020 13,295 29,020
57,447 263,140 57,447 263,140
Less: Progress billings (57,447) (263,140) (57,447) (263,140)

Due from customers on contracts (Note 25) - - - -

Retention sums on contract, included within
trade receivables (Note 25) 1,357 1,295 1,357 1,295
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27. DUE FROM CUSTOMERS ON CONTRACTS (CONT’D)

The costs incurred to date on construction contracts include the following costs incurred during the year:

Group Company

2006 2005 2006 2005
RM'000 RM'000 RM'000 RM'000
Hire of plant and machinery 1,693 425 1,693 425
Staff costs (Note a) 4,707 5,217 4,707 5,217
Rental of premises 112 112 112 112
(a) Wages and salaries 3,774 4,077 3,774 4,077
Social security costs 86 58 86 58
Pension cost — defined contribution plans 405 444 405 444
Other staff related expenses 442 638 442 638
4,707 5,217 4,707 5,217

28. CASH AND CASH EQUIVALENTS
Group Company

2006 2005 2006 2005
RM'000 RM'000 RM'000 RM'000
Cash on hand and at banks 3,709 5,130 1,405 2,118
Deposits with licensed banks 26,715 48,057 26,715 47,667
Cash and bank balances 30,424 53,187 28,120 49,785
Less: Bank overdrafts (Note 31) (20,533) (18,799) (17,078) (15,790)
Cash and cash equivalents 9,891 34,388 11,042 33,995

Included in cash at banks of the Group are amounts of RM1,140,000 (2005: RM976,000) held pursuant to Section 7A
of the Housing Developers (Control and Licensing) Act 1966.

Deposits with licensed banks of the Group and the Company amounting to RM26,715,000 (2005: RM47,667,000) are
pledged to banks as security for credit facilities granted to the Group and Company as referred to in Note 31 and
Note 36.

The weighted average interest rates during the financial year and the average maturities of deposits with licensed
banks as at 31 December 2006 were 3.28% (2005: 2.75%) per annum and 49 days (2005: 93 days) respectively.
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29. SHARE CAPITAL

Number of Ordinary

Shares of RM1 each Amount
2006 2005 2006 2005
'000 '000 RM'000 RM'000
Authorised:
At 1 January/31 December 200,000 200,000 200,000 200,000
Issued and fully paid:
At 1 January/31 December 102,000 102,000 102,000 102,000

30. RETAINED PROFITS

As at 31 December 2006, the Company has tax exempt profit available for distribution of approximately
RM26,000,000 (2005: RM26,000,000), subject to agreement with Inland Revenue Board.

The Company has sufficient tax credit under Section 108 of the Income Tax Act 1967 to frank the payment of
dividends out of its entire retained profits as at 31 December 2006.

31. BORROWINGS

Group Company
2006 2005 2006 2005
RM'000 RM'000 RM'000 RM'000
Short Term Borrowings
Secured:
Bank overdrafts 11,855 11,711 11,8556 11,711
Revolving credits 20,840 29,500 20,840 29,500
Bankers' acceptances 14,295 16,806 11,333 13,847
Term loans 15,893 12,671 1,543 -
Hire purchase payables (Note 32) 1,597 5,172 1,411 4,996
64,480 75,760 46,982 60,054
Unsecured:
Bank overdrafts 8,678 7,088 5,223 4,079
73,158 82,848 52,205 64,133
Long Term Borrowings
Secured:
Term loans 13,835 14,140 9,635 -
Hire purchase payables (Note 32) 1,293 17,975 1,023 17,634

15,128 32,115 10,558 17,534
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31. BORROWINGS (CONT'D)

Group Company

2006 2005 2006 2005

RM'000 RM'000 RM'000 RM'000
Total Borrowings
Bank overdrafts (Note 28) 20,533 18,799 17,078 15,790
Revolving credits 20,840 29,500 20,840 29,500
Bankers' acceptances 14,295 16,806 11,333 13,847
Term loans 29,728 26,711 11,078 -
Hire purchase payables (Note 32) 2,890 23,147 2,434 22,530

88,286 114,963 62,763 81,667
Maturity of borrowings

(excluding hire purchase payables)

Within one year 71,561 77,676 50,794 59,137
More than 1 year and less than 2 years 6,530 9,840 2,230 -
More than 2 years and less than 5 years 7,305 4,300 7,305 -

85,396 91,816 60,329 59,137

During the financial year, the Company has not met its repayment obligations relating to a revolving credit facility
with AmBank (M) Berhad.

On 3 July 2007, Ho Hup Jaya Sdn Bhd (*HHJ"), a wholly-owned subsidiary of the Company, entered into a Sale and
Purchase Agreement with Tenterajaya (M) Sdn Bhd to dispose three pieces of freehold development land ("Land")
held under Geran Mukim No.3 Lot No.584, Geran Mukim No.4 Lot No. 585 and Geran Mukim No.5 Lot No0.599 all in
the Mukim of Ulu Klang, District of Gombak and State of Selangor measuring approximately 5.62 acres, 4.47 acres
and 4.62 acres respectively for a total cash consideration of RM23,081,494.00 only.

The Company intends to repay the revolving credit facility of RM5,086,585 using the proceeds from the above
disposal.

The weighted average effective interest rates during the financial year for borrowings were as follows:

Group Company
2006 2005 2006 2005
% % % %
Bank overdrafts 8.33 7.65 8.30 7.62
Revolving credits 8.03 6.62 8.03 6.62
Bankers' acceptances 4.50 4.11 4.57 4.09

Term loans 8.62 7.50 9.25
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31. BORROWINGS (CONT'D)

The secured bank overdrafts, revolving credits and bankers' acceptances of the Group and of the Company are
secured by certain assets of the Group and of the Company as disclosed in Note 17, Note 19 and Note 28.

With effect from 21 September 2006, 52 Hire Purchase Accounts of the Company have been restructured to a term
loan facility of RM11,077,525.

The term loans of the Group are secured by:

(a) First legal charge over the land held for development and development properties of the subsidiaries as stated in
Note 19;

(b) First party first legal charge over land held under H.S (D) 812 Lot No. PT 4150, Mukim of Cheras, District of
Hulu Langat, Selangor Darul Ehsan as stated in Note 18;

(c) A fixed charge by way of debenture on the encumbered machinery/equipment registered in the name of the
Company which comprise of excavator, cranes, bulldozer, caterpillar compactors, vibratory roller, tractors and
cargo truck, crawler, wheel loader and construction equipment of the like, acceptable to the Bank and having the
market value of not less than RM10 million (‘Machinery') and the list of Machinery shall be agreed by the
parties;

(d) Endorsement of ownership claim at Road Transport Department on the registrable machinery/equipment via
e-Hakmilik registration; and

(e) Corporate guarantee by the Company.

32. HIRE PURCHASE PAYABLES

Group Company
2006 2005 2006 2005
RM'000 RM'000 RM'000 RM'000

Minimum payments:
Not later than 1 year 1,788 7,238 1,685 7,034
Later than 1 year and not later than 2 years 657 7,176 509 6,973
Later than 2 years and not later than 5 years 678 13,549 544 13,268

3,123 27,963 2,638 27,275
Less: Future finance charges (233) (4,816) (204) (4,745)
Present value of hire purchase payables 2,890 23,147 2,434 22,530
Present value of hire purchase payables
Not later than 1 year 1,597 5172 1,411 4,996
Later than 1 year and not later than 2 years 627 5,732 488 5,546
Later than 2 years and not later than 5 years 666 12,243 535 11,988

2,890 23,147 2,434 22,530
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HIRE PURCHASE PAYABLES (CONT’'D)

Group Company
2006 2005 2006 2005
RM'000 RM'000 RM'000 RM'000
Analysed as:
Due within 12 months (Note 31) 1,597 5,172 1,411 4,996
Due after 12 months (Note 31) 1,293 17,975 1,023 17,534
2,890 23,147 2,434 22,530

The hire purchase payables bear interest during the year of between 2.32% and 4.73% (2005: 1.26% and 10.72%)
per annum.

During the financial year, the Company defaulted in payments of its instalments of a hire purchase facility with
AmBank (M) Berhad. Accordingly, all hire purchase instalments under this hire purchase facility of RM53,000, which
was originally scheduled for repayment after 31 December 2007, is reclassified as current liabilities.

On 3 July 2007, Ho Hup Jaya Sdn Bhd ("HHJ"), a wholly-owned subsidiary of the Company, entered into a Sale and
Purchase Agreement with Tenterajaya (M) Sdn Bhd to dispose three pieces of freehold development land ("Land")
held under Geran Mukim No.3 Lot No.584, Geran Mukim No.4 Lot No. 585 and Geran Mukim No.5 Lot No.599 all in
the Mukim of Ulu Klang, District of Gombak and State of Selangor measuring approximately 5.62 acres, 4.47 acres
and 4.62 acres respectively for a total cash consideration of RM23,081,494.00 only.

The Company intends to repay the hire purchase facility of RM1,425,620 using the proceeds from the above
disposal.

DEFERRED TAX

Group Company
2006 2005 2006 2005

RM'000 RM'000 RM'000 RM'000
At 1 January 71 212 - -
Recognised in income statement (Note 15) (92) (1471) - -
At 31 December (21) 71 - -
Presented after appropriate offsetting as follows:
Deferred tax assets (5,564) (6,051) (5,139) (5,626)
Deferred tax liabilities 5,643 6,122 5,139 5,626

(21) 71 - -
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33. DEFERRED TAX (CONT'D)
The components and movements of deferred tax liabilities and assets during the financial year prior to offsetting are
as follows:

Deferred tax liabilities of the Group:
Accelerated

Capital
Allowance Receivables Total

RM'000 RM'000 RM'000
At 1 January 2006 5,998 124 6,122
Recognised in income statement (579) - (579)
At 31 December 2006 5,419 124 5,543
At 1 January 2005 6,139 124 6,263
Recognised in income statement (1471) - (141)
At 31 December 2005 5,998 124 6,122

Deferred tax assets of the Group:
Unused Tax

Losses and
Unabsorbed
Capital
Allowance Receivables Total
RM'000 RM'000 RM'000
At 1 January 2006 (5,911) (140) (6,051)
Recognised in income statement 487 - 487
At 31 December 2006 (5,424) (140) (5,564)
At 1 January/31 December 2005 (5,911) (140) (6,051)
Deferred tax liabilities of the Company:
Accelerated
Capital
Allowance
RM'000
At 1 January 2006 5,626
Recognised in income statement (487)
At 31 December 2006 5,139

At 1 January/31 December 2005 5,626
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DEFERRED TAX (CONT’'D)

Deferred tax assets of the Company:
Unused Tax

Losses and
Unabsorbed
Capital
Allowance
RM'000
At 1 January 2006 (5,626)
Recognised in income statement 487
At 31 December 2006 (5,139)
At 1 January/31 December 2005 (5,626)
Deferred tax assets have not been recognised in respect of the following as follows:
Group Company
2006 2005 2006 2005
RM'000 RM'000 RM'000 RM'000
Unused tax losses 139,839 107,164 35,934 29,548
Unabsorbed capital allowances 719 658 - -
Other temporary differences 25,232 14,9856 14,233 8,775
165,790 122,807 50,167 38,323

The availability of the unused tax losses and unabsorbed capital allowances for offsetting against future taxable profits
of the group are subject to no substantial changes in shareholdings of those subsidiaries under Section 44(5A) and
(6B) of Income Tax Act, 1967.

Deferred tax assets have not been recognised in respect of unused tax losses and unabsorbed capital allowances as

it is not probable that future taxable profits will be available against which they can be utilised based on current plan
of the respective companies.

TRADE PAYABLES

Group Company
2006 2005 2006 2005
RM'000 RM'000 RM'000 RM'000
Trade payables 56,866 64,657 42,540 51,354
Trade accruals 5,110 4,965 2,089 1,927
Advances received on contracts (Note a) 31,578 30,250 31,578 30,250
Retention sums on contracts 10,642 12,730 10,418 12,730

104,096 112,602 86,625 96,261
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34. TRADE PAYABLES (CONT’'D)
The normal trade credit term granted to the Group ranges from 30 to 120 days (2005: 30 to 120 days).
Note a
This amount represents advances received from the Government of Madagascar in relation to construction contracts

which have been terminated. Details of the arbitration proceedings with the Government of Madagascar are disclosed
in Note 25(b).

35. OTHER PAYABLES

Group Company
2006 2005 2006 2005
RM'000 RM'000 RM'000 RM'000
Due to subsidiaries - - 20,812 19,607
Due to an associated investor 1,211 1,211 - -
Due to companies/estates in which certain
Directors have beneficial interests 4,499 3,643 4,037 3,166
Accruals 8,5b6 8,013 6,448 5,509
Sundry payables 10,869 4,940 9,060 3,647
Provision for liquidated ascertained damages (Note a) 13,000 6,211 - -
38,135 23,918 40,357 31,718
Note a
At 1 January 6,211 3,488 - -
Additional provision made during the year (Note 10(b)) 6,793 5,925 - -
Payments made during the year (4) (3,202) - -
At 31 December 13,000 6,211 - -

The amounts due to subsidiaries and to an associated investor are unsecured, interest-free and have no fixed terms
of repayment.

Included in accruals of the Group is an amount of RM2,542 (2005: RM2,542) owing to Sri Rakyat Management Sdn
Bhd (“Sri Rakyat”). Bukit Jalil Development Sdn Bhd (“BJD"), a subsidiary of the Company, incorporated Sri Rakyat
as a vehicle to undertake the obligations and responsibilities of BJD under the Strata Title Act 1985 (Act 318) &
Strata Titles Rules 1988 ('the Act"), as the original proprietor. Sri Rakyat will provide management and maintenance
services for the low cost apartments and will be transferred to the parcel proprietors of the low cost apartments
upon completion of the transfer of strata title in respect of all parcels by BJD or upon the making of an order under
subsection (2) of the Section 64A of the Act.
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36. CONTINGENT LIABILITIES

Group Company
2006 2005 2006 2005
RM'000 RM'000 RM'000 RM'000
Guarantees given to financial institutions in respect
of credit facilities granted to subsidiaries
— Unsecured - - 27,650 35,711
Guarantees given to financial institutions
in connection with performance
bonds, security and tender deposits
issued by the financial institution in favour
of third parties for construction projects
- Secured 60,503 65,832 60,503 65,832
— Unsecured - 15,794 - 15,794
60,503 81,626 60,503 81,626

The secured guarantees of the Group and the Company are secured against certain fixed deposits of the Group and
the Company respectively as disclosed in Note 28.

37. SIGNIFICANT RELATED PARTY TRANSACTIONS

Group Company
2006 2005 2006 2005
RM'000 RM'000 RM'000 RM'000

With subsidiary companies
Purchases of materials from

Tru-Mix Concrete Sdn. Bhd. - - 1,122 3,377
Progress billings for construction works performed

for Bukit Jalil Development Sdn. Bhd. - - 12,671 40,032
Progress billings for construction works performed by

Homeg Sdn. Bhd. - - - 90
Interest income from:

— Bukit Jalil Development Sdn Bhd - - 11,269 10,195

— Homeg Sdn. Bhd. - - 1,829 1,626

Rental income from
— Bukit Jalil Development Sdn Bhd - - 9 -
- Tru-Mix Concrete Sdn. Bhd. - - - 107
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37. SIGNIFICANT RELATED PARTY TRANSACTIONS (CONT'D)

Group Company
2006 2005 2006 2005
RM'000 RM'000 RM'000 RM'000
With companies/estates/individual in
which certain Directors are deemed to
have beneficial interests/related to
Office and store rental payable
— Low Chee & Sons Sdn. Bhd. 678 627 678 627
— Estate of Low Chee 88 88 54 b4
— Concrete Paver Industries Sdn. Bhd. 130 130 - -
— Tang Sau Kuan 96 96 - -
Rental income from:
— Tepat Concrete Industries Sdn. Bhd. 60 120 60 120
Purchases of materials from:
— Tara Technic Sdn. Bhd. 82 217 82 217
— Tepat Concrete Industries Sdn. Bhd. 171 - 171 -

The Directors are of the opinion that all the transactions above have been entered into in the normal course of
business and have been established on terms and conditions that are not materially different from those obtainable in
transactions with unrelated parties.

38. SIGNIFICANT EVENTS DURING THE FINANCIAL YEAR

(@ On 20 January 2006, the Company incorporated a wholly owned subsidiary, Ho Hup Corporation (South Africa)
Pty Ltd in South Africa with an authorised share capital of South African Rand ("Rand") 10,000 and an issued and
paid-up share capital of Rand 1,000 comprising 1,000 ordinary shares of Rand1.00 each.

(b) On 8 February 2006, a subsidiary of the Company, Ho Hup Corporation (South Africa) Pty Ltd ("HHCSA")
subscribed for 49 ordinary shares of Rand 1.00 each representing 49% of the issued and paid-up share capital of
Ho Hup Ubunye Construction Pty Ltd ("Ho Hup Ubunye") for a total cash consideration of Rand 49 equivalent to
RM30.57.

(c) On 31 July 2006, Bursa Malaysia Securities Berhad ("Bursa Securities") publicly reprimanded and imposed a fine
of RM21,000 on the Company for breach of paragraph 9.23(b) of the Listing Requirements of Bursa Securities
("Bursa Securities LR").

The Company has breached paragraph 9.23(b) of the Bursa Securities LR for failing to submit the annual audited
accounts for the financial year ended 31 December 2005 ("AAA 2005") by the due date of 30 April 2006. The
Company only submitted the AAA 2005 to Bursa Securities for public release on 31 May 2006.

The public reprimand and fine are imposed pursuant to paragraph 16.17 of the Bursa Securities LR after taking
into consideration all relevant factors.

(d) On 3 August 2006, the Company entered into Sale and Purchase Agreements ("S&P") with Bina Plastic Industries
Sdn Bhd ("BPI") to dispose two (2) pieces of Industrial Land held under Geran No. 23482, Lot No. 4151 and
Geran No. 23375, Lot No. 4152, both of Mukim Cheras, Daerah Ulu Langat, Negeri Selangor measuring
approximately 201,123.66 and 152,987.45 square feet for a total cash consideration of RM14,341,499.96 only.

The 2 pieces of land were acquired in year 1985 at a cost of RM2.78 million. The gain on disposal of these
pieces of land amounting to RM11.6 million is reflected in Note 10(a).
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39. SIGNIFICANT EVENT SUBSEQUENT TO THE BALANCE SHEET DATE

(a)

(b)

(c)

(d)

On 10 January 2007, the Company was served with a sealed Writ of Summons and Statement of Claims by
AmBank (M) Berhad ("AmBank’) for the sum of RM5,086,584.95 for a Revolving Credit Facility and continuing
interest.

On 16 March 2007, a Statement of Defence has been filed by the Company. This matter was fixed for Land
Inquiry at the Gombak Land Office on 27 March 2007 in respect of an application by AmBank to foreclose the
land at Lot 584, 585 and 599 in Mukim of Ulu Klang, District of Gombak ('Property"). On the said date,
AmBank's solicitors took another date to enable the Company to proceed with the Sales & Purchase Agreement
(selling the Property to a 3rd party).

The Company had on 3 July 2007 entered into a Sale and Purchase Agreement to dispose of the 3 pieces of
land which is currently charged to AmBank. The disposal proceeds of approximately RM23 million would be
applied, inter alia, for redemption of the Revolving Credit Facility. Subsequent to the signing of the Sale and
Purchase Agreement, AmBank has agreed to withold the legal action pending settlement. The land enquiry
initiated by AmBank has been postponed to 21 August 2007 due to the disposal of the 3 pieces of land.

On 14 March 2007, the Company issued a corporate guarantee of RM40 million in favour of UOB Bank
(Malaysia) Berhad in connection with a RM40 million contract financing facility to Bayu Melati Sdn Bhd. This is
to facilitate the funding of the Trans Eastern Kedah Interland Highway project which the Company is the main
subcontractor.

On 18 April 2007, an associate of the Company, Ho Hup Ubunye Construction Pty Ltd ("HH Ubunye") served a
Notice of Motion under case no. 2007/8363 in the High Court of South Africa (Witwatersrand Local Division) on
the Company and Ho Hup Corporation (South Africa) Pty Ltd ("HHCSA"), a subsidiary of the Company, being the
1st and 2nd Defendant respectively for the payment of the amount of at least Rand 29,680,000 (equivalent to
RM14.65 million) representing the employable capital, start-up and operational costs, and costs incurred in hiring
plant and equipment due by the Company and HHCSA to HH Ubunye.

The Company has appointed STRB Smith Tabatha Buchanan Boyes to represent the Company in Johannesburg
and to file the appropriate responses in Court and the solicitors are of the opinion that this case is frivolous. The
Company has instructed the solicitors to make an application to liquidate HH Ubunye due to the breakdown in
the relationship between the shareholders of HH Ubunye.

On 3 July 2007, Ho Hup Jaya Sdn Bhd, a wholly-owned subsidiary of the Company, entered into a Sale and
Purchase Agreement with Tenterajaya (M) Sdn Bhd to dispose three pieces of freehold development land
("Land") held under Geran Mukim No.3 Lot No.584, Geran Mukim No.4 Lot No. 585 and Geran Mukim No.5 Lot
No0.599 all in the Mukim of Ulu Klang, District of Gombak and State of Selangor measuring approximately 5.62
acres, 4.47 acres and 4.62 acres respectively for a total cash consideration of RM23,081,494.00 only.
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MATERIAL LITIGATIONS

(a)

(b)

Yip Chee Seng & Sons Sdn Bhd, a sub-contractor of the Company, has lodged a claim with the High Court,
Kuala Lumpur on 17 February 2003. The claim is for earthworks done for the Light Rail Transit System Two for
Kuala Lumpur. The quantum claimed is for an amount of RM1,023,585 together with interest at 8% per annum
from 26 July 2002 until realisation (‘the Claim"). The Company denies that it is liable and has lodged a counter
claim for an amount of RM1,413,622 together with interest at 8% per annum from 18 April 2003 (date of filing
of the counter claim) until realisation.

On 1 March 2004, the High Court made an Interim Order ("Order") that an amount of RM1,023,585 be placed in
a separate fixed deposit account in a bank with Yip Chee Seng & Sons Sdn Bhd and the Company being the
joint signatories. The Company has appealed to the Court of Appeal against the decision and the Court has fixed
10 September 2007 for case management. The matter is set down for trial on 11 March 2008, 12 March 2008
and 13 March 2008.

The solicitors of the Company are of the opinion that the Company will succeed in setting aside the Order and
in its defence against the Claim. There are no foreseen obstacles at this stage for the Company in establishing
its counter-claim at the trial.

On 17 April 2003, Ho Hup Jaya Sdn Bhd (“HH Jaya”), a wholly-owned subsidiary of the Company, entered into
a conditional sale and purchase agreement with Khoo Soon Lee Realty Sdn Bhd (“KSL") for the disposal of two
parcels of development land measuring 52.668 hectares and 39.504 hectares held under master titles H.S.(D)
257249 PTD No 71047 and H.S.(D)258295 PTD No 71065, respectively, both located in the Mukim of Pulai,
District of Johor Bahru, for a cash consideration of RM97 million (“Purchase Price”). Save for the sum of
RM4,476,919 held by the stakeholders (”Stakeholder Monies”), the balance Purchase Price has been released to
HH Jaya.

A dispute arose between HH Jaya and KSL as to who was entitled to the Stakeholder Monies ("Dispute’). On
28 April 2004, the Dispute was referred to the Court by way of an interpleader summons to determine who
was entitled to the Stakeholder Monies. On 16 July 2004, the Court has directed that HH Jaya be referred to as
the plaintiff and KSL as the defendant. On 17 November 2005, the Deputy Registrar further directed that the
interpleader summons no. to be changed to writ summons no. and the Court will accordingly inform both parties
of the suit no. and the next mention date. On the same date, the solicitors of the Company have also filed the
Notice to Attend Pre-Trial Case Management so that directions can be given on the conduct of the trial and the
same is still pending extraction as at to date. The case is now fixed for case management on 7 August 2007.

The Company's solicitors are of the opinion that KSL's claim to either the full sum of the Stakeholder Monies or
part thereof is unsustainable as HH Jaya has fulfilled all the conditions for the release of the Stakeholder
Monies.
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MATERIAL LITIGATIONS (CONT’D)

(c)

(d)

Europlus Corporation Sdn Bhd (“Europlus”) lodged a claim in the High Court, Kuala Lumpur, vide Civil Suit
No S1-22-241-2004 on 26 February 2004. The claim is for an alleged overpayment under a project known as
“Proposed Bukit Beruntung Interchange” including overpass at CH. 7501.575 of Rawang-Tanjung Malim
Expressway, Bukit Beruntung Development, Mukim Serendah, Daerah Ulu Selangor, Selangor Darul Ehsan for a
sum of RM4,387,462.92.

The Summons and Statement of Claim has been filed on 26 February 2004 and served on 1 April 2004. Ho Hup
subsequently filed an application for further and better particulars on 30 July 2004 and the matter was fixed for
hearing on 19 August 2004 but was adjourned to 26 October 2004. Ho Hup obtained order in terms of the said
application on 26 October 2004 and Europlus has subsequently served Ho Hup the particulars as requested on
25 November 2004. Ho Hup then filed its defence on 10 December 2004. As at to date, Europlus has not taken
any further action in pursuing its claim. Europlus has appointed a new solicitor, namely Messrs. Alvin, John &
Partners. No further proceeding is initiated yet.

The solicitors of the Company are of the opinion that Europlus’s claim will be dismissed with cost.

KM Quarry Sdn Bhd ("KM Quarry”) lodged a claim in the High Court, Melaka, vide Civil Suit No 22-3-2005 on
10 January 2005. The claim is for a sum of RM3,233,474.37 for the supply and laying of pavement works under
a project known as “Cadangan Membina Jalanraya Durian Tunggal-Paya Rumput-Sungai Udang, Melaka".

KM Quarry's application for summary judgement was allowed on 22 July 2005. Thereafter, the Company filed a
notice of appeal and application for stay of execution. On 19 April 2006, the Company's appeal was dismissed
with costs and an appeal to the Court of Appeal was made on 20 April 2006. The application for stay of
execution in Melaka High Court is fixed for decision on 19 July 2007. The Bill of Costs is fixed for hearing on
14 August 2007.

On the other hand, the Company also filed a cross claim against KM Quarry for an amount of RM3,433,335.75
for incomplete joint measurement and RM2,439,294.47 for overlapping claims. KM Quarry has since filed an
application to strike out the Company's claim. On 26 January 2007, the Court allowed KM Quarry's application to
strike out some paragraphs and prayers in the Company's statement of claim. The Company has then filed an
application to set aside the said Order and the same is now fixed for hearing on 7 June 2007. In the meantime,
KM Quarry had also filed an application to amend their amended Statement of Defence which was allowed by
the Court on 14 March 2007. This matter is now fixed for hearing on 16 August 2007.

The solicitors of the Company are of the opinion that if the Court of Appeal can be persuaded to take into
account of the Company's cross claim against KM Quarry in the Kuala Lumpur High Court, the chances of
success of the Appeal are good.
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MATERIAL LITIGATIONS (CONT’D)

(e)

(f)

On 19 October 2004, the Company issued a notice pursuant to Section 218 of the Companies Act, 1965 against
Revolutionary Technology Holdings Sdn Bhd ("RTH") for the sum of RM7,169,810 in respect of the amounts due
under construction project undertaken by the Company. RTH had on 10 November 2004 filed an injunction
application restraining the Company from filing and advertising the winding-up and an ad interim injunction was
granted against the Company on 12 April 2005.

On 16 May 2006, by way of court order, a sole arbitrator was appointed. The Company is pursuing the matter
by way of arbitration for the amount of RM23,438,498. On 19 March 2007, the Company filed a Certificate of
Urgency for an early hearing date. An application for the following order was made:

- RTH to provide a guarantee on arbitration cost of RM69,200;

— RTH's counter claim in arbitration is to be stayed until such time the RM69,200 is paid;

— Injunction to prevent RTH from accepting monies from the Government for the Melaka project pending the
decision of the arbitrator on the claim of RM23,438,498.

The next arbitration meeting for clarification is scheduled for 9 August 2007 and 10 August 2007.

The solicitors of the Company are of the opinion that the Company has a good chance of success in claiming
the said outstanding sum in the arbitration proceeding.

On 9 March 2005, a subsidiary of the Company, Ho Hup Construction Company (India) Pte Ltd ("Ho Hup India")
entered into a Joint Development Agreement with the Andhra Pradesh Housing Board ("APHB") to develop a
piece of land situated at Kancha Imarath, Maheshwaran Mandal, Ranga Reddy District, Andhra Pradesh, India. Ho
Hup India has been selected to implement the development of the said land into an integrated township with an
approximate development value of Indian Rupee ("Rs") 3.6 billion (equivalent to RM320,760,000) at Shamshabad
near Hyderabad. Ho Hup India shall pay APHB development fees of Rs101,175,000 (equivalent to RM9,014,693)
over a period of five (5) years.

This Joint Development Agreement was subsequently terminated by APHB. The Company is disputing the
termination on the ground that APHB had yet to comply with its obligations in respect of condition precedent
under the agreement. The purported termination does not have material adverse impact on the financial
statements of the Group and of the Company.

On 2 May 2005, the Company commenced an arbitration claim for damages amounting to Rs2,544,512,230
(equivalent to RM221.88 million) being the unlawful termination of the abovementioned contract. The Company
has submitted its Statement of Claim to the Arbitration Tribunal and the Tribunal is awaiting the defence and
counterclaim (if any) of Andhra Pradesh Housing Board. All taking of oral evidence have been completed and the
Arbitrators have fixed two days in August 2007 and two days in September 2007 for submissions after which
the Arbitrators will deliver their decision.

The Directors, in consultation with their solicitors, are of the opinion that the Company has a good chance of
success in claiming the said sum in the arbitration proceeding.
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MATERIAL LITIGATIONS (CONT’D)

(9)

(h)

The Company has filed an Originating Summons and Summons in Chambers for Injunction to prohibit or restrain
the paying out of monies by CIMB Bank Berhad ("CIMB") (formerly known as Bumiputra-Commerce Bank
Berhad) to Ministry of Transport, Public Works & Land Development of Madagascar on Bank Guarantees
amounting to USD14,269,003 (equivalent to RM50.4 million).

On 31 March 2006, the Court has granted an interim injunction until the next hearing date on the Company's
application to maintain status quo between the parties until the conclusion of the arbitration process in Paris. In
the interim, the Government of Madagascar had applied to intervene in the said suit and has filed and served an
unsealed Summons in Chambers and affidavit in support thereof by way of application to the Court and the
Company had then filed the Affidavit of Reply to object the said application to intervene. On 22 September
2006, the Court allowed the Government of Madagascar's application to intervene and be named as 2nd
Defendant, and subsequently on 6 October 2006, an appeal to the Court of Appeal was made on the said
decision. On 13 April 2007, the Company's application for an injunction to restrain CIMB from making payment
on Bank Guarantees to the 2nd Defendant was dismissed and that the ad interim injunction that was granted to
the Company on 31 March 2006 was also dissolved. The Company has filed an appeal against the decision to
the Court of Appeal on 16 April 2007.

On 17 April 2007, the Court has allowed the Company's application for an Erinford injunction to prevent or
restrain Defendants from making any demand for payment on the said Bank Guarantees pending the disposal of
the Company's appeal to the Court of Appeal. No date has been fixed for hearing as of todate.

The solicitors of the Company are of the opinion that if the Company is able to persuade the Court of Appeal to
accept the Company's arguments that the Guarantees and Performance Bonds are not unconditional but rather
are conditional Guarantees, the chances of success in the Court of Appeal is good.

The Company was served with a sealed Writ of Summons and Statement of Claims dated 14 June 2006, by
AmBank (M) Berhad ("AmBank") for the sum of RM1,425,620 for an alleged amount owing by the Company to
AmBank pursuant to the Hire Purchase Agreement entered into dated 29 January 2005.

On 28 June 2007, the Court has granted AmBank's application for summary judgement. The Company has filed
a Notice of Appeal to the Judge in Chambers and also an application for stay of execution. Both applications are
now fixed for hearing on 6 September 2007.

On 3 July 2007, Ho Hup Jaya Sdn Bhd ("HHJ"), a wholly-owned subsidiary of the Company, entered into a Sale
and Purchase Agreement with Tenterajaya (M) Sdn Bhd to dispose three pieces of freehold development land
("Land") held under Geran Mukim No.3 Lot No.584, Geran Mukim No.4 Lot No. 585 and Geran Mukim No.5 Lot
No.599 all in the Mukim of Ulu Klang, District of Gombak and State of Selangor measuring approximately 5.62
acres, 4.47 acres and 4.62 acres respectively for a total cash consideration of RM23,081,494.00 only.

The Company intends to repay the hire purchase facility of RM1,425,620 using the proceeds from the above
disposal.
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MATERIAL LITIGATIONS (CONT’D)

(i

(1)

On 10 July 2006, the Company served a notice pursuant to Section 218 of the Companies Act, 1965 against
Urban Shift Sdn Bhd ("Urban Shift") for claims for workdone in the amount of RM7,440,016 under the project
known as "Cadangan Pembangunan Bercampur Yang Mengandungi 3 Blok Pangsapuri Servis Dengan 5 Tingkat
Podium Beli Belah dan Aras Basemen Letak Kereta Termasuk Rumah Kelab Di Atas Lot 1282, 1283 Seksyen 67
Kuala Lumpur" which was then suspended in year 2005. Urban Shift has appointed a solicitor to act on their
behalf and they have replied to the Section 218 notice. The Company has filed a winding up petition against
Urban Shift which is yet to be served, advertised and gazetted. This petition has subsequently been withdrawn.
A new winding-up petition has been filed on 26 July 2007 and the Company is awaiting for the sealed petition
to be extracted from the Court.

The solicitors of the Company are of the opinion that the chances of successfully winding up Urban Shift are
good.

Details of the arbitration proceedings with the Government of Madagascar is disclosed in Note 25(b).

FINANCIAL INSTRUMENTS

(a)

(b)

(c)

(d)

Financial Risk Management Objectives and Policies

The Group's financial risk management policy seeks to ensure that the Group creates value for its shareholders
whilst managing its interest rate, foreign exchange, liquidity and credit risks. The Group operates within clearly
defined guidelines and policy that is not to engage in speculative transactions.

Interest Rate Risk

The Group finances its operations through operating cash flows and borrowings which are principally
denominated in Malaysian Ringgit.

The Group’s primary interest rate risk relates to interest-bearing debt, as the Group had no substantial long-term
interest-bearing assets as at 31 December 2006. The investment in financial assets are mainly short term in
nature and they are not held for speculative purposes but have been mostly placed in fixed deposits.

Foreign Exchange Risk

The Group is not exposed to foreign exchange risk derived from highly probable purchases and sales. The
Group, however, is subject to foreign exchange rates fluctuation when translating the foreign entities’ financial
statements as referred to in Note 6(q)(iii).

Liquidity Risk

The Group actively manages its debt maturity profile, operating cash flows and the availability of funding so as
to ensure that all refinancing, repayment and funding needs are met. The Group strives to maintain sufficient
levels of cash through disposal of non-core assets of the Group and to maintain sufficient banking facilities of a
reasonable level.
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41. FINANCIAL INSTRUMENTS (CONT’D)

(e)

(f)

Credit Risk
Credit risks, or the risk of counterparties defaulting, is controlled by the application of credit approvals, limits and
monitoring procedures. Credit risks are minimised and monitored by associating with business partners with high
creditworthiness. Trade receivables are monitored on an ongoing basis via Group management reporting
procedures.

The Group does not have any significant exposure to any individual customer or counterparty nor does it have
any major concentration of credit risk related to any financial instruments.

Fair Values

The fair values of financial assets and financial liabilities of the Group and of the Company approximate their
carrying values as at the balance sheet date.

It is not practicable to estimate the fair value of contingent liabilities as referred to in Note 36 due to the
uncertainties of timing, costs and eventual outcome.

The following methods and assumptions are used to estimate the fair values of the following classes of financial
instruments:

(i) Cash and Cash Equivalents, Trade and Other Receivables/Payables and Short Term Borrowings

The carrying amounts approximate fair values due to the relatively short term maturity of these financial
instruments.

(ii) Borrowings - term loans

The fair value of the term loans approximate the carrying amounts as the interest rates attached to these
borrowings approximate the current interest rates for liabilities with similar risk profiles.

42. SEGMENT INFORMATION

The Group is organised into three major segments:

(i)

(ii)
(iii)

Construction — foundation and civil engineering, building contracting works and engineering, procurement,
construction and commissioning of pipeline system.

Property development — the development of residential and commercial properties.

Manufacturing — manufacturing and distribution of ready-mixed concrete and concrete spun piles.

Other business segment represents hire of plant and machinery which is not of sufficient size to be reported
separately.

The Directors are of the opinion that all inter-segment transactions have been entered into in the normal course of
business and have been established on terms and conditions that are not materially different from those obtainable in
transactions with unrelated parties.

No analysis of geographical segments is presented as the Group operates principally in Malaysia and the Group's
foreign operations are considered to be insignificant.
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42. SEGMENT INFORMATION (CONT’D)

Property
Construction Development Manufacturing Others Eliminations Consolidated
2006 2005 2006 2005 2006 2005 2006 2005 2006 2005 2006 2005
RM'000  RM'000  RM'000 RM'000 RM'000  RM'000  RM'000  RM'000 RM'000  RM'000 RM'000  RM'000
REVENUE AND EXPENSES
Revenue
External sales 33693 66966 11233 63967 41522 42,034 534 1,141 - - 86982 174,108
Inter-segment sales 12,671 40,139 - - 1,122 3,377 9 7 (13,802)  (43,523) - -
Total revenue 46,364 107,105 11,233 63967 42,644 4541 543 1,148 86,982 174,108
Result
Segment results
{Loss)/profit
from operations (7865) 5402 (17,785 5282 804 2,589 (377) (109) - - (25223) 13164
Finance costs (6,068)  (5,516) (72) (22) (390) (245) (30) (84) - - (6,550)  (5,867)
Share of results of
associates - - - - (2,051  (1,206) - - - - (2,051)  (1,206)
Taxation (1,138)  (3,049) - - (186) (427) - - - - (1.324)  (3.476)
(Loss)/profit after taxation (35,148 2,615
Minority interests 47 1,264
Net (loss)/profit for the year (35,101) 3879
ASSETS AND LIABILITIES
Segment assets 149,567 184,990 184969 201994 16353 17,248 29 - - - 350918 404,232
Investment in equity
method of associates - - - - 11506 13,057 (222) 257 - - 11284 13314
Consolidated total assets 362,202 417,546
Segment liabilities 179,609 199,994 43481 43183 15462 15,622 8 66 - - 238560 258,865
OTHER INFORMATION
Depreciation 5,696 8,446 205 193 716 1,042 - - - - 6,617 9,681
Capital expenditure 8046 17,074 4 301 105 746 - - - - 8155 18121
Non-cash expenses
other than depreciation
and amortisation 11,89 1,704 6,793 5,924 - 37 - - - - 18689 7,665
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borang proksi

Saya/Kami

sebagai ahli/ahli-ahli HO HUP CONSTRUCTION COMPANY BERHAD, dengan ini melantik

dari

atau jika beliau tidak dapat hadir, Pengerusi Mesyuarat sebagai proksi saya/kami untuk mengundi bagi pihak saya/kami di Mesyuarat
Agung Tahunan Syarikat yang akan diadakan pada hari Jumaat, 28 September 2007 di Ballroom, Hotel Equatorial, Kuala Lumpur
pada 11.30 pagi dan di sebarang penangguhan mengikut resolusi-resolusi berikut yang merujuk kepada notis Mesyuarat Agung
Tahunan:-

\\[+} ‘ Resolusi Menyokong Menentang

1. | Penerimaan Penyata Kewangan Teraudit bagi tahun berakhir 31 Disember 2006
serta Laporan Pengarah dan Juruaudit berkenaan

2. | Perlantikan semula YBhg. Datuk Sulaiman Bin Daud

3. | Perlantikan semula En. Faris Najhan Bin Hashim

4. | Untuk meluluskan bayaran Yuran Pengarah sebanyak RM213,000.00

5. | Perlantikan semula Juruaudit, Tetuan Ernst & Young

6. | Untuk memberi kuasa kepada Para Pengarah untuk menerbit dan memperuntuk
saham-saham selaras dengan Seksyen 132D Akta Syarikat, 1965

7. | Cadangan Pembaharuan Mandat Pemegang-pemegang Saham bagi Urusniaga Pihak
Berkaitan Berulang dan Mandat bagi Urusniaga Pihak Berkaitan Berulang Tambahan

Tarikh:

Tandatangan

Nota:

a) Seorang ahli yang berhak menghadiri dan mengundi di mesyuarat adalah berhak untuk melantik proksi/proksi-proksi bagi menghadiri dan
mengundi sebagai wakil dirinya. Seseorang proksi tidak semestinya ahli Syarikat.

Bagaimanapun, selaras dengan Seksyen 149(1)(b) Akta Syarikat, 1965, seorang ahli tidak boleh melantik sesiapa yang bukan ahli syarikat
sebagai proksinya kecuali orang tersebut adalah pengamal guaman bertauliah, juruaudit syarikat yang diluluskan atau seorang yang diluluskan
oleh Pendaftar Syarikat dalam kes-kes tertentu.

Di mana Ahli Syarikat adalah nomini yang dibenarkan sebagaimana ditakrifkan di bawah Akta Depositori Pusat, ia boleh melantik sekurang-
kurangnya seorang proksi berhubung dengan setiap akaun sekuriti yang ia pegang dengan saham-saham biasa Syarikat berada pada kredit
akaun-akaun sekuriti tersebut.

b) Borang Proksi hendaklah diserahkan ke Pejabat Pendaftar Syarikat di Ho Hup Construction Company Berhad, No. 2, Medan Imbi, 55100 Kuala
Lumpur, tidak kurang daripada 48 jam sebelum waktu yang telah ditetapkan untuk memulakan Mesyuarat.

c) Suratcara melantik proksi bagi individu hendaklah ditandatangani oleh pelantik atau peguam yang diberi kuasa dan sekiranya pelantik adalah
sebuah syarikat hendaklah dimeteraikan atau ditandatangani oleh pegawai yang dibenarkan atau peguam yang diberi kuasa. Tandatangan mana-
mana pemegang bersama adalah memadai.

d) Sila tanda “X" di kotak yang bersesuaian sebagaimana anda ingin proksi anda mengundi. Jika Borang Proksi ini dikembalikan tanpa sebarang
petunjuk bagaimana proksi harus mengundi, proksi tersebut akan mengundi atau tidak mengundi mengikut pertimbangannya sendiri.

Sebarang perubahan yang dilakukan di atas Borang Proksi ini hendaklah ditandakan oleh sesiapa yang menandatanganinya.
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proxy form

I/We

being a member of HO HUP CONSTRUCTION COMPANY BERHAD , hereby appoint

of

or failing him, The Chairman of Meeting as my/our proxy to vote for me/us and on my/our behalf at the Annual General Meeting
of the Company to be held on Friday, 28 September 2007 at the Ballroom, Hotel Equatorial , Jalan Sultan Ismail, 50250 Kuala
Lumpur at 11.30 a.m. and at any adjournment thereof on the following resolutions referred to in notice of the Annual General
Meeting.

No ‘ Resolutions For Against

1. | To receive the Audited Financial Statements for the financial year ended 31 December
2006 and the Reports of the Directors and Auditors thereon

2. | Tore-elect YBhg. Datuk Sulaiman Bin Daud

3. | Tore-elect En. Faris Najhan Bin Hashim

4. | To approve the payment of Directors’ fees of RM213,000.00

5. | To re-appoint Auditors, Messrs Ernst & Young

6. | To authorise the Directors to issue and allot shares pursuant to Section 132D of the
Companies Act, 1965

7. | Proposed Renewal of Shareholders’ Mandate for Existing Recurrent Related Party
Transactions and Additional Recurrent Related Party Transactions

Dated:

Signature

Notes:

a) A member entitled to attend and vote at the meeting is entitled to appoint a proxy/proxies to attend and vote in his stead. A proxy need not
be a member of the Company.

However, in accordance with Section 149(1)(b) of the Companies Act, 1965, a member shall not be entitled to appoint a person who is not
a member of the Company as his proxy unless that person is a qualified legal practitioner, an approved company auditor or a person approved
by the Registrar of Companies in a particular case.

Where a Member of the Company is an authorised nominee as defined under the Central Depositories Act, it may appoint at least one proxy
in respect of each securities account it holds with ordinary shares of the Company standing to the credit of the said securities account.

b) The Form of Proxy must be deposited at the Registered Office of the Company, at Ho Hup Construction Company Berhad, No.2 Medan Imbi,
55100 Kuala Lumpur, not less than 48 hours before the time appointed for holding the Meeting.

c) The instrument appointing a proxy in the case of an individual shall be signed by the appointer or his attorney and in the case of a corporation
must be executed under its common seal or under the hand of its duly authorised officer or attorney. The signature of any joint holder is
sufficient.

d) Please indicate with a “X" in the appropriate box how you wish your proxy to vote. If the Form of Proxy is returned without any indication
as to how the proxy shall vote, the proxy shall vote or abstain at his discretion.

Any alteration made in the Form of Proxy must be initialled by the person who signs it.



HO HUP CONSTRUCTION COMPANY BERHAD
HO HUP JAYA SDN BHD

HOMEG SDN BHD

TIMELESS ELEMENT SDN BHD

Head Office:

No. 2, Medan Imbi, 55100 Kuala Lumpur

Tel: + 603 2148 7711

Fax: + 603 2142 4988

Branch Office:

Logt 289 Cité Ampefiloha
Antananarivo, Madagascar
Tel: + 261 20 226 5996
Fax: + 261 20 226 8631

BUKIT JALIL DEVELOPMENT SDN BHD
Main Office:

61, Jalan 109E, Desa Business Park, Taman Desa
58100 Kuala Lumpur

Tel: + 603 7982 7711

Fax: + 603 7982 2712

Site/Sales Office:

Bandar Bukit Jalil, Lebuh Raya Sungai Besi-Puchong
57000 Kuala Lumpur

Tel: + 603 8994 7711

Fax: + 603 8994 2988

TRU-MIX CONCRETE SDN BHD

No. 27A, Jalan Pandan 3/3, Taman Pandan Jaya
55100 Kuala Lumpur

Tel: + 603 9282 4628

Fax: + 603 9285 7211

SHANGHAI SAN HO HUP PILE CO. LTD.

5885, Longdong Road, Heqing Industry Development Area
Pudong New Avenue, Shanghai

The People’s Republic of China

Tel: + 86 3897 0009

Fax: + 86 5897 4384

direktori kumpulan
group directory

HO HUP CONSTRUCTION CO. (INDIA)
PRIVATE LIMITED

8-2-617/A/5, Road No. 11

Banjara Hills, Hyderabad-500 034

Andhra Pradesh, India

Tel: +91 40 5562 8278/5575 8278

Fax: + 91 40 5562 8278

HO HUP CORPORATION (THAILAND) LIMITED
Suite 304, 3/F Tonson Building

50 Soi Ton Son, Ploenchit Road

Pathumwan, Bangkok 10330

Tel: + 662 652 2169 71

Fax: + 662 652 2172

HO HUP CORPORATION (MAURITIUS) LIMITED
c/o Moore Stephens

6th Floor, Nirmal House, 22, Sir William Newton Street

Port Louis, Mauritius

Tel: + 2302116 535/6716/7484

Fax: + 230 2116 964/6712

HO HUP CORPORATION (SOUTH AFRICA)
PTY LTD

c/o Drysdale & Pereira
Chartered Accountants
Ground Floor, Block B
Hurlingham Office Park
Woodlands Avenue
Hurlingham, 2070
Johannesburg, South Africa
Tel: + 2711 787 4923/4931
Fax: + 2711 787 3832

HO HUP UBUNYE CONSTRUCTION PTY LTD
23 Mangold Street

Newton Park 6045

Port Elizabeth

Tel: + 2741 363 1525

Fax: + 2741 363 1425






