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We, DATO' LOW TUCK CHOY and LOW TEIK KIEN, 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
35 to 98 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 2007 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 30 July 2008.

DATO' LOW TUCK CHOY LOW TEIK KIEN

statutory declaration
pursuant to Section 169(16) of the Companies Act, 1965

I, DATO' LOW TUCK CHOY, 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 35 to 98 are in my opinion correct, and I 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 DATO' LOW TUCK CHOY )
at Kuala Lumpur in the Federal Territory )
on 30 July 2008. ) DATO' LOW TUCK CHOY

Before me,

N NAGENDRAM (W468)
Commissioner for Oaths

statement by directors
pursuant to Section 169(15) of the Companies Act, 1965
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Report on the financial statements

We were engaged to audit the financial statements of Ho Hup Construction Company Berhad, which comprise the balance
sheets as at 31 December 2007 of the Group and of the Company, and the income statements, statements of changes in
equity and cash flow statements of the Group and of the Company for the year then ended, and a summary of significant
accounting policies and other explanatory notes, as set out on pages 35 to 98.

Directors’ responsibility for the financial statements

The directors of the Company are responsible for the preparation and fair presentation of these financial statements in
accordance with Financial Reporting Standards and the Companies Act, 1965 in Malaysia. This responsibility includes:
designing, implementing and maintaining internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error; selecting and applying appropriate
accounting policies; and making accounting estimates that are reasonable in the circumstances.

Auditors’ responsibility

Our responsibility is to express an opinion on the financial statements based on our audit. Because of the matters described
below in the Basis for Disclaimer of Opinion section, we were not able to obtain sufficient appropriate evidence to provide a
basis for an audit opinion.

Basis for Disclaimer of Opinion

1. Note 43(g)(i) to the financial statements discloses the material significant arbitration case between the Company and
the Government of Madagascar that is presently underway in the International Chamber of Commerce, International
Court of Arbitration.

Should the outcome of this arbitration case be unfavourable to the Company, it may give rise to significant uncertainty
on the ability of the Group and the Company to continue as going concerns as the liquidity of the Group and the
Company would be adversely affected.

2. Note 43(g)(ii) to the financial statements discloses that the Secured Bank Guarantees amounting to USD 13,273,849
(equivalent to RM43,406,029) have been called upon by the Government of Madagascar from the Guarantor Bank
following the dismissal of the Company’s application for leave to the Federal Courts on 8 July 2008. On 25 July 2008,
the Guarantor Bank has paid RM43,406,029 to the Government of Madagascar. No provision has been made for the
amounts of bank guarantees demanded by the Government of Madagascar but the amounts have been disclosed as
Contingent Liabilities in Note 39 to the financial statements. The non-recognition of the liability arising from the
demand of bank guarantees by the Government of Madagascar is not in accordance with Financial Reporting Standards
in Malaysia. We are unable to perform sufficient appropriate audit procedures to ascertain whether the corresponding
debit represents a recoverable amount or an expense in the income statement.

3. As disclosed in Note 2 to the financial statements, the Group and the Company reported a net loss of RM46.16 million
and RM19.04 million respectively during the year ended 31 December 2007. As of that date, the Group’s current
liabilities exceeded its current assets by RM83.62 million. In addition, as discussed in paragraph 2 above, the
recognition of the liability may increase the Group’s net current liabilities by RM43.9 million.

As further disclosed in Note 33 and Note 34 to the financial statements, the Group and the Company have defaulted in
the repayment of bank borrowings totaling RM48.79 million and RM30.94 million respectively as at 31 December 2007.

These factors indicate the existence of material uncertainties which may cast significant doubt on the ability of the
Group and the Company to continue as going concerns and therefore they may be unable to realise their assets and
discharge their liabilities in the normal course of business. The financial statements of the Group and the Company do
not include any adjustments and classifications relating to the recorded assets and liabilities that may be necessary if
the Group and the Company are unable to continue as going concerns.

independent auditors’ report
to the members of Ho Hup Construction Company Berhad
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Basis for Disclaimer of Opinion (cont’d)

At the date of this report, the Directors are of the opinion that the Group would be able to achieve profitable results,
generate positive cash flows and obtain the support of their bankers, creditors and shareholders. The Directors’ plan
includes the partial disposal of the land held for property development of its subsidiary, Bukit Jalil Development Sdn
Bhd to generate sufficient cash flows to enable the Group and the Company to repay a portion of their bank
borrowings and to continue their property development activities so as to meet their liabilities as and when they fall
due. We were unable to obtain sufficient appropriate audit evidence that the above plan is feasible and that the
outcome will improve the situation.

4. As disclosed in Note 25(c) to the financial statements, included in the trade receivables of the Group as at 31 December
2007, is an amount of RM4.48 million (2006: RM4.48 million), being the amounts due from Khoo Soon Lee Realty Sdn
Bhd to Ho Hup Jaya Sdn Bhd ("HH Jaya"), a subsidiary of the Company. HH Jaya is taking legal action to recover the
disputed amounts owing.

We draw attention to Note 43(b) to the financial statements, which describes the uncertainty related to the outcome of
the legal action.

5. As at the date of this report, management financial statements for the periods subsequent to the financial year end of
the Company and certain subsidiaries have not been prepared.

In the absence of the latest management financial statements as mentioned in the preceding paragraph, the
subsequent events review procedures required by Approved Standard on Auditing AI 560 Subsequent Events to be
performed by us were limited.

6. Included in the Group's and the Company’s investment in associates are the carrying amounts of investment in
Shanghai San Ho Hup Pile Co Ltd of RM10.25 million and RM10.31 million respectively. The associate has been
incurring losses for the previous three financial years which indicates that the asset may be impaired. The Directors
have informed us of their intentions to dispose of this investment and are confident that the fair value less costs to sell
would exceed the carrying amount of the investment.

In the absence of appropriate documentary evidence, we are unable to ascertain whether the carrying amount of the
investment has been measured in accordance with FRS 136 Impairment of Assets.

Disclaimer of Opinion

Because of the significance of the matters as discussed in the Basis for Disclaimer of Opinion section, we do not express an
opinion on the financial statements.

Report on other legal and regulatory requirements

In accordance with the requirements of the Companies Act, 1965 in Malaysia, we also report the following:

(a) In our opinion, the accounting and other records and the registers required by the Act to be kept by the Company and
its subsidiaries of which we have acted as auditors have been properly kept in accordance with the provisions of the
Act except for Items (2) and (6) as discussed in the Basis for Disclaimer of Opinion above.

(b) We have considered the accounts and the auditors’ reports of all the subsidiaries of which we have not acted as
auditors, which are indicated in Note 20 to the financial statements.
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Report on other legal and regulatory requirements (cont’d)

(c) We are satisfied that the accounts 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
except as disclosed in the above Basis for Disclaimer Opinion section and Note 20 to the financial statements.

(d) The auditors’ reports on the accounts of the subsidiaries were not subject to any qualification and did not include any
comment required to be made under Section 174(3) of the Act except as disclosed in Note 20 to the financial
statements.

Other matters

This report is made solely to the members of the Company, as a body, in accordance with Section 174 of the Companies
Act, 1965 in Malaysia and for no other purpose. We do not assume responsibility to any other person for the content of this
report.

ERNST & YOUNG KUA CHOO KAI
AF: 0039 No. 2030/03/10(J)
Chartered Accountants Chartered Accountant

Kuala Lumpur, Malaysia
30 July 2008
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Group Company
2007 2006 2007 2006

Note RM'000 RM'000 RM'000 RM'000

Revenue 7 100,088 86,982 57,622 46,431
Cost of sales 8 (87,225) (81,947) (54,830) (46,530)

Gross profit 12,863 5,035 2,792 (99)
Other income 9(a) 6,821 27,749 20,036 40,409
Administrative expenses 9(b) (8,459) (12,702) (5,347) (9,433)
Operating expenses 9(b) (50,773) (45,305) (31,744) (38,689)

Loss from operations 9 (39,548) (25,223) (14,263) (7,812)
Finance costs 13 (5,875) (6,550) (4,498) (6,057)
Share of result of associates (380) (2,051) – –

Loss before taxation (45,803) (33,824) (18,761) (13,869)
Taxation 14 (359) (1,324) (275) (1,087)

Loss for the financial year (46,162) (35,148) (19,036) (14,956)

Attributable to:
Equity holders of the Company (46,107) (35,101) (19,036) (14,956)
Minority interest (55) (47) – –

(46,162) (35,148) (19,036) (14,956)

Loss per share attributable to
equity holders of the Company

Basic/diluted loss per share (sen) 15 (45.2) (34.4)

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

income statements
for the year ended 31 December 2007
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Group Company
2007 2006 2007 2006

Note RM'000 RM'000 RM'000 RM'000

NON-CURRENT ASSETS

Property, plant and equipment 16 35,980 40,904 34,264 39,133
Investment properties 17 1,712 1,712 1,712 1,712
Prepaid land lease payments 18 234 241 234 241
Land held for property development 19(a) 120,264 122,183 – –
Investment in subsidiaries 20 – – 40,502 21,002
Investment in associates 21 10,522 11,284 10,549 10,566
Investment in jointly controlled entities 22 – – – –
Other investments 23 – 35 – –
Deferred tax assets 35 – 21 – –

168,712 176,380 87,261 72,654

CURRENT ASSETS

Property development costs 19(b) 30,113 26,180 – –
Inventories 24 885 159 – –
Trade receivables 25 102,988 117,739 64,984 59,309
Other receivables 26 12,086 11,320 191,382 210,132
Cash and bank balances 28 14,827 30,424 12,420 28,120

160,899 185,822 268,786 297,561

Non-current asset classified as held for sale 29 1,919 – – –

162,818 185,822 268,786 297,561

TOTAL ASSETS 331,530 362,202 356,047 370,215

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

balance sheets
as at 31 December 2007
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Group Company
2007 2006 2007 2006

Note RM'000 RM'000 RM'000 RM'000

EQUITY AND LIABILITIES

Equity attributable to equity holders
of the Company

Share capital 30 102,000 102,000 102,000 102,000
Reserves 31 (26,530) 19,728 53,577 72,613

Shareholders' equity 75,470 121,728 155,577 174,613
Minority interests 1,859 1,914 – –

Total equity 77,329 123,642 155,577 174,613

NON-CURRENT LIABILITIES

Provision for liquidated ascertained damages 32 7,222 3,103 – –
Long term borrowings 33 500 15,128 369 10,558
Deferred tax liabilities 35 38 – – –

7,760 18,231 369 10,558

CURRENT LIABILITIES

Provision for liquidated ascertained damages 32 11,313 9,897 – –
Short term borrowings 33 70,276 73,158 45,545 52,205
Trade payables 36 123,822 104,096 100,845 86,625
Other payables 37 32,988 25,135 48,215 40,357
Tax payable 38 8,042 8,043 5,496 5,857

246,441 220,329 200,101 185,044

Total liabilities 254,201 238,560 200,470 195,602

TOTAL EQUITY AND LIABILITIES 331,530 362,202 356,047 370,215

The accompanying notes form an integral part of the financial statements.
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Attributable to Equity Holders of the Company
Non-

Distributable Distributable
Retained

Foreign profits/
Share exchange (accumulated Minority Total

capital reserve losses) Total interest equity
RM'000 RM'000 RM'000 RM'000 RM'000 RM'000

GROUP

At 1 January 2006 102,000 5,278 49,442 156,720 1,961 158,681
Net loss for the year – – (35,101) (35,101) (47) (35,148)
Exchange difference on

translation of net assets
of foreign subsidiaries – 109 – 109 – 109

At 31 December 2006 102,000 5,387 14,341 121,728 1,914 123,642

At 1 January 2007 102,000 5,387 14,341 121,728 1,914 123,642
Net loss for the year – – (46,107) (46,107) (55) (46,162)
Exchange difference on

translation of net assets
of foreign subsidiaries – (151) – (151) – (151)

At 31 December 2007 102,000 5,236 (31,766) 75,470 1,859 77,329

Distributable
Share retained Total

capital profits equity
RM'000 RM'000 RM'000

COMPANY

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

At 1 January 2007 102,000 72,613 174,613

Net loss for the year – (19,036) (19,036)

At 31 December 2007 102,000 53,577 155,577

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

statements of changes in equity
for the year ended 31 December 2007
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2007 2006
RM'000 RM'000

CASH FLOWS FROM OPERATING ACTIVITIES

Loss before taxation (45,803) (33,824)
Adjustments for:

Bad debts written off 1,073 1,409
Provision for doubtful debts 14,554 10,487
Write back of provision for doubtful debts (204) (41)
Provision for diminution in value of investment in associate 17 –
Depreciation of property, plant and equipment 6,245 6,592
Net gain on disposal of property, plant and equipment (2,382) (10,583)
Property, plant and equipment written off 29 –
Depreciation of investment properties – 18
Gain on disposal of investment properties – (13,876)
Amortisation of prepaid lease payments 7 7
Dividend income (3) –
Gain on disposal of quoted investment (110) –
Unrealised foreign exchange loss/(gain) 95 (419)
Provision for liquidated ascertained damages 5,552 6,793
Provision for foreseeable losses 2,500 –
Interest income (588) (1,336)
Interest expense 5,875 6,550
Share of results of associates 380 2,051

Operating loss before working capital changes (12,763) (26,172)

Property development costs (5,811) 5,573
Inventories (726) 16
Receivables (1,533) 11,646
Payables 27,600 (1,082)

Cash generated from/(used in) operations 6,767 (10,019)
Tax paid (304) (684)
Interest paid (6,534) (9,550)

Net cash used in operating activities (71) (20,253)

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

consolidated cash flow statement
for the year ended 31 December 2007
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2007 2006
RM'000 RM'000

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of property, plant and equipment (Note 16(b)) (1,248) (7,130)
Proceeds from disposal of property, plant and equipment 2,748 13,172
Proceeds from disposal of investment properties – 17,726
Proceeds from disposal of quoted investment 145 –
Dividend received 2 –
Interest received 588 1,336

Net cash generated from investing activities 2,235 25,104

CASH FLOWS FROM FINANCING ACTIVITIES

Repayment of hire purchase financing (702) (21,282)
Bank borrowings (14,926) (8,154)

Net cash used in financing activities (15,628) (29,436)

NET DECREASE IN CASH AND BANK BALANCES NET
OF BANK OVERDRAFTS (13,464) (24,585)

EFFECTS OF EXCHANGE RATE CHANGES 213 88

CASH AND BANK BALANCES NET OF BANK OVERDRAFTS
AT BEGINNING OF FINANCIAL YEAR 9,891 34,388

CASH AND BANK BALANCES NET OF BANK OVERDRAFTS
AT END OF FINANCIAL YEAR (3,360) 9,891

LESS: CASH AND CASH EQUIVALENTS RESTRICTED FROM
USE BY THE COMPANY (NOTE 28) (12,200) (28,075)

CASH AND CASH EQUIVALENTS AT END OF FINANCIAL YEAR (NOTE 28) (15,560) (18,184)

The accompanying notes form an integral part of the financial statements.
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2007 2006
RM'000 RM'000

CASH FLOWS FROM OPERATING ACTIVITIES

Loss before taxation (18,761) (13,869)
Adjustments for:

Bad debts written off 729 1,409
Provision for doubtful debts
– subsidiaries 1,089 13,714
– receivables 14,476 10,487
Write back of provision for doubtful debts (13,714) –
Provision for diminution in value of investment in associate 17 –
Depreciation of property, plant and equipment 5,605 5,649
Property, plant and equipment written off 9 –
Gain on disposal of property, plant and equipment (2,342) (10,547)
Depreciation of investment properties – 11
Gain on disposal of investment properties – (13,898)
Amortisation of prepaid land lease payments 7 7
Unrealised foreign exchange loss/(gain) 95 (419)
Interest income (3,827) (14,311)
Interest expense 4,498 6,057

Operating loss before working capital changes (12,119) (15,710)

Receivables (5,712) (3,636)
Payables 21,983 (997)

Cash generated from/(used in) operations 4,152 (20,343)
Tax paid (636) (105)
Interest paid (4,498) (6,057)

Net cash used in operating activities (982) (26,505)

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of property, plant and equipment (Note 16(b)) (568) (7,021)
Investments in subsidiaries – (12)
Proceeds from disposal of property, plant and equipment 2,629 13,133
Proceeds from disposal of investment properties – 17,456
Interest received 534 1,213

Net cash generated from investing activities 2,595 24,769

CASH FLOWS FROM FINANCING ACTIVITIES

Repayment of hire purchase financing (509) (11,586)
Bank borrowings (14,169) (9,631)

Net cash used in financing activities (14,678) (21,217)

NET DECREASE IN CASH AND BANK BALANCES NET OF BANK OVERDRAFTS (13,065) (22,953)

CASH AND BANK BALANCES NET OF BANK OVERDRAFTS
AT BEGINNING OF FINANCIAL YEAR 11,042 33,995

CASH AND BANK BALANCES NET OF BANK OVERDRAFTS
AT END OF FINANCIAL YEAR (2,023) 11,042

LESS: CASH AND CASH EQUIVALENTS RESTRICTED FROM USE
BY THE COMPANY (NOTE 28) (11,537) (26,739)

CASH AND CASH EQUIVALENTS AT END OF FINANCIAL YEAR (NOTE 28) (13,560) (15,697)

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

cash flow statement
for the year ended 31 December 2007
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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 are disclosed in Note 20.

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 30 July 2008.

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 43 discloses details of material litigation relating to the Group and the Company. Should the outcome of the
matters referred to in Note 43 be unfavourable to the Group and the Company, it may give rise to significant
uncertainty on the ability 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 43, considered it appropriate to prepare the financial statements of
the Group and the Company on a going-concern basis.

The financial statements indicate that the Group and the Company incurred a net loss of RM46.16 million and RM19.04
million respectively during the year ended 31 December 2007 and, as of that date, the Group's current liabilities
exceeded its current assets by RM83.62 million. The financial statements further show that the Group and the Company
have negative operating cash flows of RM71,000 and RM982,000 respectively. In addition, as disclosed in Note 33 and
Note 34, the Company has not met certain of its repayment obligations relating to bank borrowings and hire purchase
facilities. These factors, along with the matter as set forth in the preceding paragraph, indicate the existence of material
uncertainties which may cast significant doubt on the ability of the Group and the Company to continue as going
concerns and therefore they may be unable to realise their assets and discharge their liabilities in the normal course of
business.

At the date of this report, the Directors are of the opinion that the Group would be able to achieve profitable results,
generate positive cash flows and obtain the support of their bankers, creditors and shareholders. The Directors’ plan
includes the partial disposal of the land held for property development of its subsidiary, Bukit Jalil Development Sdn
Bhd to generate sufficient cash flows to enable the Group and the Company to repay a portion of their bank
borrowings and to continue their property development activities so as to meet their liabilities as and when they fall
due.

notes to the financial statements
31 December 2007
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2. BASIS OF PREPARATION (CONT’D)

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 have 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 three preceding paragraphs.

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

(a) Statement of compliance

The financial statements comply with the provisions of the Companies Act, 1965 and applicable Financial
Reporting Standards ("FRSs") in Malaysia. On 1 January 2007, the Group and the Company adopted revised FRSs
as described in Note 3.

(b) Basis of Consolidation

(i) 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 transactions, 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.
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2. BASIS OF PREPARATION (CONT’D)

(b) Basis of Consolidation (cont’d)

(ii) 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 associates is carried in the
consolidated balance sheet at cost adjusted for post-acquisition changes in the Group's share of net assets of
the associates. The Group’s share of the net profit or loss of associates during the financial year is included in
the consolidated income statement. Where there has been a change recognised directly in equity of the
associates, the Group recognises its share of such changes.

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 associates. The associates are
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.

(iii) 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).
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3. CHANGES IN ACCOUNTING POLICIES AND EFFECTS ARISING FROM ADOPTION OF NEW AND REVISED FRSs

On 1 January 2007, the Group and the Company adopted the following revised FRS:

FRS 117: Leases
FRS 124: Related Party Disclosures

The MASB has issued FRS 6: Exploration for and Evaluation of Mineral Resources and Amendment to FRS 1192004:
Employee Benefits – Actuarial Gains and Losses, Group Plans and Disclosures which are effective for annual periods
beginning on or after 1 January 2007. Both FRS 6 and Amendment to FRS 1192004 are not applicable to the Group or
the Company.

The adoption of the revised FRS 124 gives rise to additional disclosures but did not result in significant changes in
accounting policies of the Group and of the Company. The principal changes in accounting policies and their effects
resulting from the adoption of the revised FRS 117 are discussed below:

(a) Leasehold land held for own use

Prior to 1 January 2007, leasehold land and building held for own use was classified as property, plant and
equipment and was stated at cost less accumulated depreciation and impairment losses. The adoption of the
revised FRS 117 has resulted in a change in the accounting policy relating to the classification of leases of land
and buildings. Leases of land and buildings are classified as operating or finance leases in the same way as leases
of other assets and the land and building elements of a lease of land and buildings are considered separately for
the purposes of lease classification. Leasehold land held for own use is now classified as operating lease and
where necessary, the minimum lease payments or the up-front payments made are allocated between the land
and the buildings elements in proportion to the relative fair values for leasehold interests in the land element and
buildings element of the lease at the inception of the lease. The up-front payment relating to the land element
represents prepaid lease payments and are amortised on a straight-line basis over the lease term.

The Group has applied the change in accounting policy in respect of leasehold land in accordance with the
transitional provisions of FRS 117. At 1 January 2007, the unamortised amount of leasehold land is retained as the
surrogate carrying amount of prepaid lease payments as allowed by the transitional provisions. The effects on the
balance sheet of the Group and of the Company as at 31 December 2007 are set out below:

Group Company
2007 2007

RM'000 RM'000

Decrease in property, plant and equipment (234) (234)
Increase in prepaid land lease payments 234 234

There were no effects on the income statement of the Group and of the Company for the year ended
31 December 2007.

The reclassification of leasehold land as prepaid lease payments has been accounted for retrospectively and as
such, certain comparatives have been restated.

Previously
Stated Adjustment Restated
RM'000 RM'000 RM'000

Group
Property, plant and equipment 41,145 (241) 40,904
Prepaid land lease payments – 241 241

Company
Property, plant and equipment 39,374 (241) 39,133
Prepaid land lease payments – 241 241
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4. 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 2007, the Group's and the Company's gross trade and other
receivables were RM149.41 million (2006: RM148.98 million) and RM336.25 million (2006: RM347.47 million)
respectively, and the provision for doubtful debts made in respect of trade and other receivables were RM34.11
million (2006: RM19.92 million) and RM79.88 million (2006: RM78.03 million) respectively.

(b) 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.

(c) 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 10% 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.

(d) 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. During the financial year, the Group made provision for foreseeable losses amounting to
RM2.50 million in respect of a property development project.
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4. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES (CONT’D)

(e) Provision for Liquidated Ascertained Damages

Provision for liquidated ascertained damages is recognised for expected liquidated ascertained damages claims
based on the terms of the applicable sale and purchase agreements and is provided up to the estimated
completion date of development projects. A delay in the estimated completion date of development projects will
result in further liquidated ascertained damages of approximately RM475,600 per month.

(f) 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 43.

(g) 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.

5. SIGNIFICANT ACCOUNTING POLICIES

(a) 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 has an unlimited useful life and therefore is not depreciated.

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 depreciation methods are reviewed at each financial year end to ensure that
the amount, method and period of depreciation are consistent with previous estimates and the expected pattern
of consumption of the future economic benefits embodied in the items of property, plant and equipment.
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5. SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(a) Property, Plant and Equipment and Depreciation (cont’d)

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits
are expected from its use or disposal. The difference between the net disposal proceeds, if any and the net
carrying amount is recognised in profit or loss.

(b) 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 initial 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.

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.

(c) 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.

(d) Impairment of Non-financial Assets

The carrying amounts of assets, other than investment property, construction contract assets, property
development costs, inventories, deferred tax assets and non-current assets held for sale, are reviewed at each
balance sheet date to determine whether there is any indication of impairment. If any such indication exists, the
asset’s recoverable amount is estimated to determine the amount of impairment loss.

For the purpose of impairment testing of these assets, recoverable amount is determined on an individual asset
basis unless the asset does not generate cash flows that are largely independent of those from other assets. If
this is the case, recoverable amount is determined for the cash-generating unit (CGU) to which the asset belongs
to. Goodwill acquired in a business combination is, from the acquisition date, allocated to each of the Group’s
CGUs, or groups of CGUs, that are expected to benefit from the synergies of the combination, irrespective of
whether other assets or liabilities of the Group are assigned to those units or groups of units.

An asset’s recoverable amount is the higher of an asset’s or CGU’s fair value less costs to sell and its value in use.
In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks specific to the
asset. Where the carrying amount of an asset exceeds its recoverable amount, the asset is considered impaired
and is written down to its recoverable amount. Impairment losses recognised in respect of a CGU or groups of
CGUs are allocated first to reduce the carrying amount of any goodwill allocated to those units or groups of units
and then, to reduce the carrying amount of the other assets in the unit or groups of units on a pro-rata basis.
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5. SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(d) Impairment of Non-financial Assets (cont’d)

An impairment loss is recognised in profit or loss in the period in which it arises. An impairment loss for an asset
other than goodwill is reversed if, and 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. The carrying amount of an asset other
than goodwill is increased to its revised recoverable amount, provided that this amount does not exceed the
carrying amount that would have been determined (net of amortisation or depreciation) had no impairment loss
been recognised for the asset in prior years. A reversal of impairment loss for an asset other than goodwill is
recognised in profit or loss.

(e) 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.

(ii) 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.

(f) 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.



H
O

H
U

P
CO

N
ST

RU
C

TI
O

N
CO

M
PA

N
Y

BE
RH

A
D

(1
40

34
-W

)

50

5. SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(f) Construction Contracts (cont’d)

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

(g) Inventories

Inventories which represent construction materials and unsold property are stated at the lower of cost
(determined on the first-in, first-out basis) and net realisable value. The cost of unsold property comprises cost
associated with the acquisition of land, direct costs and appropriate proportions of common costs.

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.

(h) Financial Instruments

Financial instruments are recognised in the balance sheet when the Group has become a party to the contractual
provisions of the instrument.

Financial instruments are classified as liabilities or equity in accordance with the substance of the contractual
arrangement. Interest, dividends and gains and losses relating to a financial instrument classified as a liability, are
reported as expense or income. Distributions to holders of financial instruments classified as equity are
recognised directly in equity. Financial instruments are offset when the Group has a legally enforceable right to
offset and intends to settle either on a net basis or to realise the asset and settle the liability simultaneously.

(i) 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.

(ii) Other Non-current Investments

Non-current investments other than investments in subsidiaries, associates, jointly controlled entities and
investment properties 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.

(iii) 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.

(iv) 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.
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5. SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(h) Financial Instruments (cont’d)

(v) Interest-Bearing Loans and Borrowings

All loans and borrowings are initially recognised at the fair value of the consideration received less directly
attributable transaction costs. After initial recognition, interest-bearing loans and borrowings are
subsequently measured at amortised cost using the effective interest method.

(vi) 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.

(i) Borrowing Costs

Borrowing costs 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 added to
the cost of those assets, until such time as the assets are substantially ready for their intended use or sale.
Investment income earned on the temporary investment of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in the period in which they are incurred.

(j) Leases

(i) Classification

A lease is recognised as a finance lease if it transfers substantially to the Group all the risks and rewards
incidental to ownership. Leases of land and buildings are classified as operating or finance leases in the same
way as leases of other assets and the land and buildings elements of a lease of land and buildings are
considered separately for the purposes of lease classification. All leases that do not transfer substantially all
the risks and rewards are classified as operating leases.

(ii) Finance Leases – the Group as Lessee

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 Company’s
incremental borrowing rate is used. Any initial direct costs are also added to the carrying amount of such
assets.

Lease payments are apportioned between the finance costs and the reduction of the outstanding liability.
Finance costs, which represent the difference between the total leasing commitments and the fair value of
the assets acquired, are recognised in the profit or loss 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 5(a).
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5. SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(j) Leases (cont’d)

(iii) Operating Leases – the Group as Lessee

Operating lease payments are recognised as an expense on a straight-line basis over the term of the relevant
lease. The aggregate benefit of incentives provided by the lessor is recognised as a reduction of rental
expense over the lease term on a straight-line basis.

In the case of a lease of land and buildings, the minimum lease payments or the up-front payments made
are allocated, whenever necessary, between the land and the buildings elements in proportion to the relative
fair values for leasehold interests in the land element and buildings element of the lease at the inception of
the lease. The up-front payment represents prepaid lease payments and are amortised on a straight-line basis
over the lease term, which is 50 years.

(k) 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.

(l) 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.

(m) Employee Benefits

(i) 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.
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5. SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(m) Employee Benefits (cont’d)

(ii) 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.

(n) Foreign Currencies

(i) 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 Ringgit Malaysia (RM), which is also the Company's functional currency.

(ii) Foreign Currency Transactions

In preparing the financial statements of the individual entities, transactions in currencies other than the
entity's functional currency (foreign currencies) 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
operations, 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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5. SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(n) 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:

2007 2006
RM RM

100 Indian Rupee 8.47 7.84
1 Chinese Renminbi 0.45 0.45
1 USD 3.31 3.53
100 Thai Baht 9.82 9.81
100 South African Rand 47.64 50.10
1000 Madagascar Ariary 1.85 1.82
1000 Rupiah 0.35 0.39

(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.

(o) 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) Construction Contracts

Revenue from construction contracts is accounted for by the stage of completion method as described in
Note 5(f ).

(ii) Sale of Development Properties

Revenue from sale of development properties is accounted for by the percentage of completion method as
described in Note 5(e)(ii).
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5. SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(o) 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.

(p) Non-current Assets Held for Sale

Non-current assets are classified as held for sale if their carrying amount will be recovered principally through a
sale transaction rather than through continuing use. This condition is regarded as met only when the sale is highly
probable and the asset is available for immediate sale in its present condition subject only to terms that are usual
and customary.

Immediately before classification as held for sale, the measurement of the non-current assets is brought up-to-
date in accordance with applicable FRSs. Then, on initial classification as held for sale, non-current assets are
measured in accordance with FRS 5 that is at the lower of carrying amount and fair value less costs to sell. Any
differences are included in profit or loss.

6. FUTURE CHANGES IN ACCOUNTING POLICIES

At the date of authorisation of these financial statements, the following new and revised 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 107 – Cash Flow Statements 1 July 2007

(ii) FRS 111 – Construction Contracts 1 July 2007

(iii) FRS 112 – Income Taxes 1 July 2007

(iv) FRS 118 – Revenue 1 July 2007

(v) FRS 120 – Accounting for Government Grants and Disclosure of Government Assistance 1 July 2007

(vi) FRS 134 – Interim Financial Reporting 1 July 2007

(vii) FRS 137 – Provision, Contingent Liabilities and Contingent Assets 1 July 2007

(viii) FRS 139 – Financial Instruments: Recognition and Measurement Deferred

(ix) Amendments to FRS 121 – The Effects of Changes in Foreign Exchange Rates 1 July 2007
– Net Investment in a Foreign Operation

(x) IC Interpretation 1: Changes in Existing Decommissioning, Restoration and Similar Liabilities 1 July 2007

(xi) IC Interpretation 2: Members' Shares in Co-operative Entities and Similar Instruments 1 July 2007
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6. FUTURE CHANGES IN ACCOUNTING POLICIES (CONT’D)

Effective for
financial
periods

beginning
on or after

(xii) IC Interpretation 5: Rights to Interest arising from Decommissioning, Restoration 1 July 2007
and Environmental Rehabilitation Funds

(xiii) IC Interpretation 6: Liabilities arising from Participating in a Specific Market 1 July 2007
– Waste Electrical and Electronic Equipment

(xiv) IC Interpretation 7: Applying the Restatement Approach under FRS 1292004 1 July 2007
– Financial Reporting in Hyperinflationary Economies

(xv) IC Interpretation 8: Scope of FRS 2 1 July 2007

The above new and revised FRS, amendment to FRS and Interpretations are expected to have no significant impact on
the financial statements of the Group and the Company upon their initial application.

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

7. REVENUE

Group Company
2007 2006 2007 2006

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

Construction contracts 55,585 33,693 57,604 45,888
Sale of development properties 448 11,233 – –
Sale of goods 44,045 41,522 – –
Hire of plant and machinery 10 534 18 543

100,088 86,982 57,622 46,431

8. COST OF SALES

Group Company
2007 2006 2007 2006

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

Construction contract costs 52,552 36,879 54,830 46,530
Property development costs (Note 19(b)) 1,177 13,363 – –
Cost of goods sold 33,496 31,705 – –

87,225 81,947 54,830 46,530

Included in the property development costs of the Group is provision for foreseeable losses of RM2.50 million (2006:
RM Nil).
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9. LOSS FROM OPERATIONS

Loss 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
2007 2006 2007 2006

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

Interest income
– from subsidiaries – – (3,293) (13,098)
– deposits with financial institutions (554) (1,336) (534) (1,213)
– others (34) – – –

Dividend income (3) – – –
Write back of provision for doubtful debts

– subsidiary – – (13,714) –
– trade receivables (204) (41) – –

Gain on disposal of property, plant and equipment (2,383) (10,583) (2,342) (10,547)
Gain on disposal of quoted investment (110) – – –
Gain on disposal of investment properties – (13,876) – (13,898)
Rental income (213) (356) – (147)
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
2007 2006 2007 2006

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

Staff costs (Note 10) 7,063 11,989 1,703 6,634
Non-executive Directors’ remuneration (Note 11) 174 213 174 213
Auditors' remuneration (Note 12)

– statutory audits 272 268 198 198
– other services 19 32 – -

Bad debts written off 1,073 1,409 729 1,409
Provision for doubtful debts

– subsidiaries – – 1,089 13,714
– receivables 14,554 10,487 14,476 10,487

Depreciation of property, plant and equipment
(Note 16) 6,245 6,592 5,605 5,649

Property, plant and equipment written off 29 – 9 –
Loss on disposal of property, plant and equipment 1 – – –
Depreciation of investment properties (Note 17) – 18 – 11
Direct operating expenses of investment properties

– non-revenue generating during the year 7 7 7 7
Amortisation of prepaid land lease payments

(Note 18) 7 7 7 7
Office and store rental 1,320 1,631 799 965
Hire of plant and machineries 92 26 – –
Provision for diminution in value of investment

– associate (Note 21) 17 – 17 –
Provision for liquidated ascertained damages

(Note 32) 5,552 6,793 – –
Rental of equipment 28 28 – –
Unrealised foreign exchange loss 95 – 95 –
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10. STAFF COSTS

Group Company
2007 2006 2007 2006

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

Wages and salaries 7,531 12,314 4,144 8,909
Social security costs 87 391 54 148
Pension cost – defined contribution plans 888 1,117 581 970
Other staff related expenses 2,363 2,874 730 1,314

10,869 16,696 5,509 11,341
Less: Staff costs included in construction

contract costs (Note 27) (3,806) (4,707) (3,806) (4,707)

7,063 11,989 1,703 6,634

Included in staff costs of the Group and of the Company are Executive Directors’ remuneration amounting to
RM938,000 (2006: RM1,014,000) and RM908,000 (2006: RM984,000) respectively as further disclosed in Note 11.

11. DIRECTORS’ REMUNERATION

Group Company
2007 2006 2007 2006

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

Directors of the Company
Executive:

Salaries and other emoluments 908 984 908 984
Benefits-in-kind 37 37 37 37
Fees 30 30 – –

975 1,051 945 1,021
Non-executive:

Fees 174 213 174 213
Other emoluments 32 – 32 –

206 213 206 213

1,181 1,264 1,151 1,234

Analysis excluding benefits-in-kind:
Total executive Directors’ remuneration

excluding benefits-in-kind (Note 10) 938 1,014 908 984
Total non-executive Directors’ remuneration

excluding benefits-in-kind (Note 9(b)) 174 213 174 213
Total Directors’ remuneration excluding

benefits-in-kind 1,112 1,227 1,082 1,197
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11. DIRECTORS’ REMUNERATION (CONT’D)

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

Number of Directors
2007 2006

Executive Directors:
RM200,001 to RM250,000 1 –
RM250,001 to RM300,000 1 2
RM400,001 to RM450,000 1 1

Non-executive Directors:
Below RM50,000 1 1
RM50,001 to RM100,000 3 3

12. AUDITORS' REMUNERATION

Group Company
2007 2006 2007 2006

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

Auditors of the Company
Statutory audit 243 243 198 198
Tax 7 22 – –

250 265 198 198
Other auditors
Statutory audit 29 25 – –
Fees for other services:

– Tax 6 6 – –
– Others 6 4 – –

41 35 – –

291 300 198 198
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13. FINANCE COSTS

Group Company
2007 2006 2007 2006

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

Interest expense on:
– Bankers’ acceptances 517 814 372 674
– Bank overdrafts 1,571 1,731 1,311 1,451
– Revolving credits 1,775 2,183 1,775 2,183
– Hire purchase 132 1,536 118 1,463
– Term loan 2,502 1,381 922 286

6,497 7,645 4,498 6,057
Less: Interest expense capitalised in property

development costs (Note 19(b)) (622) (1,095) – –

5,875 6,550 4,498 6,057

14. TAXATION

Group Company
2007 2006 2007 2006

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

Current income tax:
Malaysian income tax 211 259 210 –
Foreign income tax 18 52 1 1
Underprovision in prior years 7 430 – 411

236 741 211 412
Real property gains tax:

Current tax – 675 – 675
Underprovision in prior year 64 – 64 –

64 675 64 675
Deferred tax (Note 35):

Relating to origination and reversal
of temporary differences 68 (92) – –

Overprovision in prior years (9) – – –

59 (92) – –

359 1,324 275 1,087

Domestic income tax is calculated at the Malaysian statutory tax rate of 27% (2006: 28%) of the estimated assessable
profit for the year. The domestic statutory tax rate will be reduced to 26% from the current year's rate of 27%, effective
year of assessment 2008 and to 25% in subsequent years of assessment. The computation of deferred tax as at
31 December 2007 has reflected these changes.
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14. TAXATION (CONT’D)

A reconciliation of income tax expense applicable to loss 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
2007 2006 2007 2006

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

Loss before taxation (45,803) (33,824) (18,761) (13,869)

Taxation at Malaysian statutory tax rate of 27%
(2006: 28%) (12,367) (9,471) (5,065) (3,883)

Effect of different tax rate for small and medium
scale companies of 20% for the first chargeable
income of RM500,000 (1) (33) – –

Effects of different tax rate in other country (25) (24) – –
Income not subject to income tax (30) (3,891) (3,703) (3,891)
Expenses not deductible for tax purposes 2,814 1,603 2,220 4,459
Deferred tax assets not recognised during the year 10,493 12,035 6,759 3,316
Utilisation of previously unrecognised deferred

tax assets (587) – – –
Under-provision of income tax in prior years 7 430 – 411
Over-provision of deferred tax in prior years (9) – – –
Real property gains tax – 675 – 675
Under-provision of real property gains tax 64 – 64 –

Tax expense for the year 359 1,324 275 1,087

Tax savings during the financial year arising from:
Utilisation of current year tax losses – 3,099 – 3,099

15. BASIC/DILUTED LOSS PER SHARE (SEN)

The basic/diluted loss per share is calculated by dividing the net loss for the year attributable to ordinary equity
holders of the Company by the weighted average number of ordinary shares in issue during the financial year.

2007 2006

Net loss for the year attributable to ordinary equity holders
of the Company (RM'000) (46,107) (35,101)

Weighted average number of ordinary shares in issue ('000) 102,000 102,000
Basic/diluted loss per share (sen) (45.2) (34.4)



H
O

H
U

P
CO

N
ST

RU
C

TI
O

N
CO

M
PA

N
Y

BE
RH

A
D

(1
40

34
-W

)

62

16. PROPERTY, PLANT AND EQUIPMENT

Furniture,
fittings Tools and

Freehold and office Motor Plant and technical
property equipment vehicles machinery Renovations equipment Total

Note RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000

Group
2007

Cost

At 1 January 100 5,255 24,582 120,502 364 3,150 153,953
Additions (Note b) – 215 865 601 – 31 1,712
Disposals – (7) (1,627) (7,152) – – (8,786)
Written off – (183) – (441) (30) – (654)
Exchange Difference – 4 – – – – 4

At 31 December 100 5,284 23,820 113,510 334 3,181 146,229

Accumulated
Depreciation

At 1 January 34 4,376 21,624 84,412 341 2,262 113,049
Charge for the year 9(b) 2 366 706 5,027 11 133 6,245
Disposals – (2) (1,371) (7,047) – – (8,420)
Written off – (154) – (441) (30) – (625)
Exchange differences – – – – – – –

At 31 December 36 4,586 20,959 81,951 322 2,395 110,249

Net Carrying Amount

At 31 December 64 698 2,861 31,559 12 786 35,980

2006

Cost

At 1 January 100 5,250 29,318 131,955 360 2,961 169,944
Additions (Note b) – 33 1,079 6,850 4 189 8,155
Disposals – (28) (5,815) (18,303) – – (24,146)

At 31 December 100 5,255 24,582 120,502 364 3,150 153,953

Accumulated
Depreciation

At 1 January 32 3,965 25,352 96,230 313 2,122 128,014
Charge for the year 9(b) 2 415 744 5,263 28 140 6,592
Disposals – (7) (4,472) (17,081) – – (21,560)
Exchange differences – 3 – – – – 3

At 31 December 34 4,376 21,624 84,412 341 2,262 113,049

Net Carrying Amount

At 31 December 66 879 2,958 36,090 23 888 40,904
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16. PROPERTY, PLANT AND EQUIPMENT (CONT’D)

Furniture,
fittings Tools and

Freehold and office Motor Plant and technical
property equipment vehicles machinery Renovations equipment Total

Note RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000

Company
2007

Cost

At 1 January 100 3,546 12,566 111,596 133 2,959 130,900
Additions (Note b) – 4 657 340 – 31 1,032
Disposals – – (1,192) (6,952) – – (8,144)
Written off – (31) – – – – (31)

At 31 December 100 3,519 12,031 104,984 133 2,990 123,757

Accumulated
Depreciation

At 1 January 34 2,878 10,572 76,072 128 2,083 91,767
Charge for the year 9(b) 2 227 386 4,856 4 130 5,605
Disposals – – (1,009) (6,848) – – (7,857)
Written off – (22) – – – – (22)

At 31 December 36 3,083 9,949 74,080 132 2,213 89,493

Net Carrying Amount

At 31 December 64 436 2,082 30,904 1 777 34,264

2006

Cost

At 1 January 100 3,563 17,191 123,116 133 2,770 146,873
Additions (Note b) – 11 1,063 6,783 – 189 8,046
Disposals – (28) (5,688) (18,303) – – (24,019)

At 31 December 100 3,546 12,566 111,596 133 2,959 130,900

Accumulated
Depreciation

At 1 January 32 2,630 14,535 88,285 121 1,948 107,551
Charge for the year 9(b) 2 255 382 4,868 7 135 5,649
Disposals – (7) (4,345) (17,081) – – (21,433)

At 31 December 34 2,878 10,572 76,072 128 2,083 91,767

Net Carrying Amount

At 31 December 66 668 1,994 35,524 5 876 39,133
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16. PROPERTY, PLANT AND EQUIPMENT (CONT’D)

(a) 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
2007 2006 2007 2006

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

Motor vehicles 2,246 2,047 1,891 1,502
Plant and machinery 2,098 2,310 2,098 2,310

4,344 4,357 3,989 3,812

(b) Purchase of property, plant and equipment

Group Company
2007 2006 2007 2006

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

Aggregate cost of purchase 1,712 8,155 1,032 8,046
Less: Purchases under hire purchase (464) (1,025) (464) (1,025)

Acquisitions using cash and cash equivalents 1,248 7,130 568 7,021

(c) Plant and machinery with an aggregate net book value of RM2.20 million (2006: RM2.83 million) are pledged as
securities for borrowings (Note 33).

(d) Plant and machinery with an aggregate net book value of RM24.98 million (2006: RM27.68 million) have been
seized by the Government of Madagascar pursuant to the arbitration between the Company and the Government
of Madagascar as disclosed in Note 43(g)(i).

17. INVESTMENT PROPERTIES

Group Company
2007 2006 2007 2006

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

Cost
At 1 January 1,712 5,928 1,712 5,588
Disposals – (4,216) – (3,876)

At 31 December 1,712 1,712 1,712 1,712

Accumulated depreciation
At 1 January – 348 – 307
Charge for the year (Note 9(b)) – 18 – 11
Disposals – (366) – (318)

At 31 December – – – –

Net carrying amount 1,712 1,712 1,712 1,712

Investment properties with an aggregate carrying value of RM1.71 million (2006: RM1.71 million) are pledged as
securities for borrowings (Note 33).
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17. INVESTMENT PROPERTIES (CONT’D)

The fair value of investment property is as follows:

Group Company
2007 2006 2007 2006

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

Freehold land 9,646 9,646 9,646 9,646

The fair value of the investment property as at 31 December 2007 is based on Directors' appraisal.

18. PREPAID LAND LEASE PAYMENTS

Group Company
2007 2006 2007 2006

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

Long term leasehold property
At 1 January 241 248 241 248
Amortisation for the year (Note 9(b)) (7) (7) (7) (7)

At 31 December 234 241 234 241

19. LAND HELD FOR PROPERTY DEVELOPMENT AND PROPERTY DEVELOPMENT COSTS

(a) Land Held for Property Development

Group
2007 2006

RM'000 RM'000

Freehold Land

Cost
At 1 January 122,183 122,183
Reclassified as asset held for sale (Note 29) (1,919) –

At 31 December 120,264 122,183
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19. LAND HELD FOR PROPERTY DEVELOPMENT AND PROPERTY DEVELOPMENT COSTS (CONT’D)

(b) Property Development Costs

Group
2007 2006

RM'000 RM'000

Cumulative property development costs:
At 1 January
Freehold land cost 24,789 34,710
Development costs 123,579 236,425

148,368 271,135
Costs incurred during the year:
Development costs 3,251 10,790
Provision for foreseeable losses 2,500 –
Reversal of completed projects (28,613) (133,557)
Transfer to inventories (Note 24) (641) –

124,865 148,368

Cumulative costs recognised in income statement:
At 1 January (122,188) (242,382)
Recognised during the year (Note 8) (1,177) (13,363)
Reversal of completed projects 28,613 133,557

At 31 December (94,752) (122,188)

Property development costs at 31 December 30,113 26,180

Included in property development costs incurred during the financial year are interest costs amounting to
RM622,000 (2006: RM1,095,000).

The land held for property development and property development costs are pledged to financial institutions as
security for certain borrowings granted to the Group and the Company as referred to in Note 33.

20. INVESTMENT IN SUBSIDIARIES

Company
2007 2006

RM'000 RM'000

Unquoted shares, at cost 40,702 21,202
Less: Accumulated impairment losses (200) (200)

40,502 21,002
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20. INVESTMENT IN SUBSIDIARIES (CONT’D)

Details of the subsidiaries are as follows:

Equity Interest Held (%)
Name of Subsidiaries 2007 2006 Principal activities

Incorporated in Malaysia

Homeg Sdn Bhd * (Note d) 100 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
(Note a)

Ho Hup Jaya Sdn Bhd (Note b) 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

Incorporated in India

Ho Hup Construction Company 100 100 Construction
(India) Pte Ltd * (Note c)

Incorporated in Mauritius

Ho Hup Construction (Mauritius) Limited * 100 100 Dormant

Incorporated in South Africa

Ho Hup Construction (South Africa) Pty Ltd * 100 100 Construction

Incorporated in Indonesia

PT Halford Citra * 80 80 Management consulting in property and
manufacturing business

* Audited by firms other than Ernst & Young
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20. INVESTMENT IN SUBSIDIARIES (CONT’D)

(a) The auditors’ report on the financial statements of Bukit Jalil Development Sdn Bhd contains a disclaimer of
opinion and comments as follows:

"Basis for Disclaimer of Opinion

1. As disclosed in Note 2 to the financial statements, the Company incurred a net loss of RM14,323,780 during
the year ended 31 December 2007 and, as of that date, the Company recorded shareholders' deficit of
RM42,192,718 and its current liabilities exceeded its current assets by RM2,580,762. In addition, as disclosed
in Note 19 to the financial statements, the Company has not met its repayment obligations relating to its
term loans.

These factors indicate the existence of material uncertainties which may cast significant doubt on the ability
of the Company to continue as a going concern and therefore it may be unable to realise its assets and
discharge its liabilities in the normal course of business. The financial statements of the Company do not
include any adjustments and classifications relating to the recorded assets and liabilities that may be
necessary if the Company is unable to continue as a going concern.

At the date of this report, the Directors are of the opinion that the Company would be able to achieve
profitable results, generate positive cash flows and obtain the support of its bankers, creditors and
shareholders. The Directors’ plan includes the partial disposal of the land held for property development to
generate sufficient cash flows to enable the Company to repay its bank borrowings and to continue its
property development activities so as to meet its liabilities as and when they fall due. We were unable to
obtain sufficient appropriate audit evidence that the above plan is feasible and that the outcome will
improve the situation.

2. As at the date of this report, management financial statements for the periods subsequent to the financial
year end of the Company have not been prepared.

In the absence of the latest management financial statements as mentioned in the preceding paragraph, the
subsequent events review procedures required by Approved Standard on Auditing AI 560 Subsequent Events
to be performed by us were limited.

Disclaimer of Opinion

Because of the significance of the matters as discussed in the Basis for Disclaimer of Opinion section, we do not
express an opinion on the financial statements."

(b) The auditors’ report on the financial statements of Ho Hup Jaya Sdn Bhd contains a disclaimer of opinion and
comments as follows:

"Basis for Disclaimer of Opinion

1. As disclosed in Note 2 to the financial statements, the Company incurred a net loss of RM986,967 during the
year ended 31 December 2007 and, as of that date, the Company recorded shareholders' deficit of
RM54,141,577.

These factors indicate the existence of material uncertainties which may cast significant doubt on the ability
of the Company to continue as a going concern and therefore it may be unable to realise its assets and
discharge its liabilities in the normal course of business. The financial statements of the Company do not
include any adjustments and classifications relating to the recorded assets and liabilities that may be
necessary if the Company is unable to continue as a going concern.

The ability of the Company to continue as a going concern is dependent upon the continued support of its
holding company. We are unable to obtain sufficient appropriate audit evidence to satisfy ourselves as to
the ability of the holding company to provide such support.
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20. INVESTMENT IN SUBSIDIARIES (CONT’D)

(b) The auditors’ report on the financial statements of Ho Hup Jaya Sdn Bhd contains a disclaimer of opinion and
comments as follows: (cont’d)

2. As disclosed in Note 12 to the financial statements, included in the trade receivables of the Company as at
31 December 2007, is an amount of RM4,476,920 (2006: RM4,476,920), being the amounts due from Khoo
Soon Lee Realty Sdn Bhd to the Company. The Company is taking legal action to recover the disputed
amounts owing. Uncertainties exist regarding the outcome of the legal case.

Disclaimer of Opinion

Because of the significance of the matters as discussed in the Basis for Disclaimer of Opinion section, we do not
express an opinion on the financial statements."

(c) The auditors’ report on the financial statements of Ho Hup Construction Company (India) Pte Ltd include an
emphasis of matter paragraph as follows:

"Without qualifying our opinion, we draw attention to point 1 of Schedule J of the Financial Statements, the
company has incurred a net loss of Rs.9,925,326 (equivalent to RM841,000) during the twelve month period ended
31st December 2007 (2006: Rs.5,793,742 (equivalent to RM454,000)) and as of that date, the accumulated loss was
Rs.29,025,419 (equivalent to RM2.46 million (2006: Rs.18,898,963 (equivalent to RM1.48 million)) and its current
liabilities exceed current assets by Rs.27,711,813 (equivalent to RM2.35 million) (2006: Rs.19,381,295 equivalent to
RM1.52 million)) and its net worth is fully eroded. The company is engaged in the business of construction and is
eligible to receive a share of profit from the Ho Hup Simplex Joint Venture formed for executing a road project in
India. As the Joint Venture recognizes income based on the completed contract method as per the provisions of
Accounting Standard – 7 for “Accounting for Construction Contracts” issued by the Institute of Chartered
Accountants of India, the company will receive its share of the profit only on completion of the project. The
Financial Statements have been prepared based on the assumption that the company will continue as a going
concern and realise its assets and discharge its liabilities in normal course of business."

(d) (i) Acquisition of additional 49% equity interest in a subsidiary and capitalisation of amount due from
the subsidiary during the financial year ended 31 December 2007

On 7 August 2007, the Company acquired 245,000 ordinary shares of RM1.00 each in Homeg Sdn Bhd
("Homeg"), a subsidiary company, representing 49% equity interest in Homeg from 2 individual parties for a
purchase consideration of RM1.00. Upon completion of the acquisition of 49% equity interest of Homeg,
Homeg became a wholly-owned subsidiary of the Company. Subsequently on 16 August 2007, Homeg
increased its issued and paid-up capital to RM20,000,000 via the capitalisation of RM19,500,000 amount
owing by Homeg to the Company.

The acquisition of additional 49% equity interest in Homeg did not have any financial effect on the financial
statements of the Group as at the end of the financial year as the losses attributable to the minority in
Homeg exceeded the minority interest in Homeg’s equity as at the date of acquisition. The excess is
absorbed by the Company, the majority interest in Homeg, resulting in an effective equity interest in Homeg
of 100%.

(ii) Disposal of 8,000,000 ordinary shares of RM1.00 each in a subsidiary

On 22 August 2007, the Company entered into a conditional Share Sale Agreement ("SSA") with Mohd Faizal
bin Ahmad Mahidin for the proposed disposal of 8,000,000 ordinary shares of RM1.00 each in Homeg,
representing 40% equity interest in Homeg for a cash consideration of RM1,492,898 ("Consideration Price").
The Consideration Price, as per the SSA, will be paid within a four (4) year period commencing from 22
August 2007. The transaction has not been recognised as a disposal as the risks and rewards have not been
transferred to the new shareholder. As at 31 December 2007, there was no amount received from the new
shareholder.
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20. INVESTMENT IN SUBSIDIARIES (CONT’D)

(e) 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.

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 –

21. INVESTMENT IN ASSOCIATES

Group Company
2007 2006 2007 2006

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 (324) 421 – –

12,593 13,338 12,917 12,917
Less: Accumulated impairment losses (2,071) (2,054) (2,368) (2,351)

10,522 11,284 10,549 10,566
Represented by:

Share of net assets 10,522 11,284
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21. INVESTMENT IN ASSOCIATES (CONT’D)

Details of the associates are as follows:

Equity Interest Held (%)
Name of Associates 2007 2006 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 * 49.9 49.9 Dormant

Incorporated in South Africa

Ho Hup Ubunye Construction Pty Ltd ** – 49 Dormant

* Audited by member firm of Ernst & Young Global in Madagascar
** Audited by firms other than Ernst & Young

(a) Disposal of associate during financial year ended 31 December 2007

During the financial year ended 31 December 2007, the Group disposed of its 49% equity interest in Ho Hup
Ubunye Construction Pty Ltd for nil consideration.

(b) Acquisition of associate during financial year ended 31 December 2006

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.

The summarised financial information of the Group's share in associates are as follows:

2007 2006
RM'000 RM'000

Assets and liabilities
Non-current assets 6,365 7,353
Current assets 8,957 8,079

Total assets 15,322 15,432

Current liabilities (4,800) (4,148)

Net assets 10,522 11,284

Results
Revenue 15,062 6,616
Loss for the year (380) (2,051)
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22. INVESTMENT IN JOINTLY CONTROLLED ENTITIES

Group Company
2007 2006 2007 2006

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 2007 2006 Principal activities

Ho Hup-Ballast Nedam Joint Venture 50 50 Dormant

Ho Hup-Star-Zaks Joint Venture 50 50 Dormant

Ho Hup-Simplex Joint Venture (Note a) 50 50 Inactive

(a) A subsidiary of the Company, Ho Hup Construction Company (India) Pte Ltd ("Ho Hup India") is eligible to
received a share of profit from the Ho Hup-Simplex Joint Venture formed for executing a road project in India.
However, the Joint Venture will receive its share of the profit only on completion of the project. The auditors'
report on the financial statements of Ho Hup India as disclosed in Note 20(c) includes an emphasis of matter
paragraph, which draws attention to this matter.

23. OTHER INVESTMENTS
Group Company

2007 2006 2007 2006
RM'000 RM'000 RM'000 RM'000

Quoted in Malaysia:
Convertible Redeemable Debt Securities, at cost – 35 – –

– 35 – –

Market value of quoted investment – 56 – –

In December 2007, a subsidiary disposed of its entire quoted investments for RM145,000 in cash.



20
07

an
nu

al
re

po
rt

73

24. INVENTORIES

Group Company
2007 2006 2007 2006

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

At cost:
Construction materials 244 159 – –
Property held for sale (Note 19(b)) 641 – – –

885 159 – –

Property held for sale is pledged to financial institutions as security for certain borrowings granted to the Group and
the Company as disclosed in Note 33.

25. TRADE RECEIVABLES

Group Company
2007 2006 2007 2006

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

Trade receivables 108,849 105,567 84,561 70,610
Accrued billings in respect of

property development costs 14,086 24,128 – –
Due from customers on contracts (Note 27) – – – –
Retention sums on contracts (Note 27) 6,875 1,357 6,875 1,357

129,810 131,052 91,436 71,967
Less: Allowance for doubtful debts (26,822) (13,313) (26,452) (12,658)

102,988 117,739 64,984 59,309

Trade receivables of the Group and the Company include an aggregate amount of RM1.53 million (2006: RM1.53
million) receivable from subsidiary of an associated investor in connection with progress billings on construction works.

The Group's normal trade credit terms range from 14 to 90 days (2006: 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 18 (2006: 10) and 14 (2006: 9) trade
receivables respectively, which accounted for 64% (2006: 69%) and 77% (2006: 95%) respectively of the total trade
receivables as at the year then ended.

(a) Included in the trade receivables of the Group and of the Company as at 31 December 2007 are the following
amounts owing from two customers for contracts under dispute. The Company is taking legal action to recover
the disputed amounts owing. The status of the legal action is disclosed in Note 43(e).

Group Company
2007 2006 2007 2006

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

Gross amount receivable 15,457 15,386 15,457 15,386
Less: Provision for doubtful debts (15,457) (3,030) (15,457) (3,030)

Net amount receivable – 12,356 – 12,356



H
O

H
U

P
CO

N
ST

RU
C

TI
O

N
CO

M
PA

N
Y

BE
RH

A
D

(1
40

34
-W

)

74

25. TRADE RECEIVABLES (CONT’D)

(b) Included in the trade receivables of the Group and of the Company as at 31 December 2007, is an amount of
RM26.02 million (2006: RM27.79 million), being the amounts due from the Government of Madagascar in relation
to construction contracts which were awarded to the Company by the Government of Madagascar. These
construction contracts were terminated during the financial year ended 31 December 2005.

The Company has initiated an arbitration claim at the International Court of Arbitration under the Rules of the
International Chamber of Commerce ("ICC"), Paris to recover damages it had sustained as a result of the unlawful
contract termination. Details of the arbitration proceedings against the Government of Madagascar are disclosed
in Note 43(g)(i).

The Directors of the Company after consultation with their legal advisers, are of the opinion that the risk that the
Company will be ordered to make payments to the Government of Madagascar is very weak and it seems likely
that the Arbitration Tribunal will agree at least partially with the Company's position. No provision for doubtful
debts has been made against the amount receivable from the Government of Madagascar.

(c) Included in the trade receivables of the Group as at 31 December 2007, is an amount of RM4.48 million (2006:
RM4.48 million), being the amounts due from Khoo Soon Lee Realty Sdn Bhd to Ho Hup Jaya Sdn Bhd ("HH Jaya"),
a subsidiary of the Company.

HH Jaya is taking legal action to recover the disputed amounts owing. The status of the legal action is disclosed in
Note 43(b).

The Directors of the Company after consultation with their legal advisers, are of the opinion that HH Jaya has a
good case to succeed.

26. OTHER RECEIVABLES

Group Company
2007 2006 2007 2006

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

Due from subsidiaries (Note a) – – 229,227 261,720
Deposits (Note b) 4,445 3,942 4,103 3,563
Prepayments 498 275 – 32
Sundry receivables 14,429 13,707 11,482 10,190

19,372 17,924 244,812 275,505
Less: Provision for doubtful debts

– due from subsidiary – – (46,144) (58,769)
– other receivables (7,286) (6,604) (7,286) (6,604)

(7,286) (6,604) (53,430) (65,373)

12,086 11,320 191,382 210,132

(a) RM146.63 million (2006: RM170.99 million) owing from certain subsidiaries are unsecured, have no fixed terms of
repayment and are subject to interest at 2.0% (2006 : 8.0%) per annum.

RM82.60 million (2006: RM90.73 million) owing from certain subsidiaries are unsecured, interest-free and have no
fixed terms of repayment.

RM146.63 million (2006: RM147.62 million) of inter-company advances from the Company to a subsidiary is
subordinated to the term loan facilities of that subsidiary.

(b) Included in the other receivables of the Group and of the Company as at 31 December 2007 is an amount of
deposit of RM1.5 million (2006: RM1.5 million) paid in relation to the proposed acquisition of 51% of the total
issued and paid-up share capital of Urban Shift Sdn Bhd. Provision for doubtful debts has been made in respect of
the entire deposit.
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27. DUE FROM CUSTOMERS ON CONTRACTS

Group Company
2007 2006 2007 2006

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

Construction contract costs incurred to date 89,681 44,152 89,681 44,152
Attributable profits 16,341 13,295 16,341 13,295

106,022 57,447 106,022 57,447
Less: Progress billings (106,022) (57,447) (106,022) (57,447)

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

Retention sums on contract, included within
trade receivables (Note 25) 6,875 1,357 6,875 1,357

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

Group Company
2007 2006 2007 2006

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

Hire of plant and machinery 890 1,693 890 1,693
Staff costs (Note a) 3,806 4,707 3,806 4,707
Rental of premises 126 112 126 112

(a) Wages and salaries 2,513 3,774 2,513 3,774
Social security costs 66 86 66 86
Pension cost – defined contribution plans 429 405 429 405
Other staff related expenses 798 442 798 442

Staff costs (Note 10) 3,806 4,707 3,806 4,707

28. CASH AND CASH EQUIVALENTS

Group Company
2007 2006 2007 2006

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

Cash on hand and at banks 3,347 3,709 1,340 1,405
Deposits with licensed banks 11,480 26,715 11,080 26,715

Cash and bank balances 14,827 30,424 12,420 28,120
Less: Bank overdrafts (Note 33) (18,187) (20,533) (14,443) (17,078)

(3,360) 9,891 (2,023) 11,042
Less: Cash at banks restricted from use (Note a) (12) (1,140) – –

Sinking fund accounts restricted from use (Note b) (251) (196) – –
Deposits with licensed banks pledged as security

(Note c) (11,480) (26,715) (11,080) (26,715)
Sinking fund accounts pledged as security (Note d) (457) (24) (457) (24)

Cash and cash equivalents restricted from use (12,200) (28,075) (11,537) (26,739)

Cash and cash equivalents (15,560) (18,184) (13,560) (15,697)
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28. CASH AND CASH EQUIVALENTS (CONT’D)

(a) Included in cash at banks of the Group is an amount of RM12,000 (2006: RM1,140,000) held pursuant to Section
7A of the Housing Developers (Control and Licensing) Act, 1966 and are restricted from use in other operations.

(b) Included in cash at banks of the Group is an amount of RM251,000 (2006: RM196,000) placed in sinking funds for
the purpose of expenditure incurred in repairs and maintenance of certain properties, as required by the Building
and Common Property (Maintenance and Management) Act, 2007.

(c) Deposits with licensed banks of the Group and the Company amounting to RM11.08 million (2006: RM26.72
million) are pledged to banks as security for credit facilities granted to the Group and Company as referred to in
Note 33 and hence, are not available for general use.

(d) Sinking fund accounts of the Group and the Company amounting to RM457,000 (2006: RM24,000) are pledged to
banks as security for credit facilities granted to the Group and Company as referred to in Note 33 and hence, are
not available for general use.

(e) The weighted average interest rates during the financial year for the Group and the Company were 3.17% (2006:
3.28%) per annum and 3.21% (2006: 3.28%) per annum respectively.

(f ) The average maturities of deposits with licensed banks as at 31 December 2007 were 75 days (2006: 49 days) and
77 days (2006: 49 days) respectively.

29. NON-CURRENT ASSET CLASSIFIED AS HELD FOR SALE

As disclosed in Note 41(b), Ho Hup Jaya Sdn Bhd, a wholly-owned subsidiary of the Company, entered into a Sale and
Purchase Agreement on 3 July 2007 with Tenterajaya (M) Sdn Bhd to dispose three (3) 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, State of Selangor measuring approximately 5.62 acres, 4.47
acres and 4.62 acres respectively for a total cash consideration of RM23.08 million only.

This transaction was completed in March 2008. As at 31 December 2007, the carrying amount of the Land amounting
to RM1.92 million has been presented on the consolidated balance sheet as a non-current asset held for sale. Non-
current asset held for sale is pledged as securities for borrowings as disclosed in Note 33.

30. SHARE CAPITAL

Number of Ordinary
Shares of RM1 each Amount

2007 2006 2007 2006
'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
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31. RETAINED PROFITS

As at 31 December 2007, the Company has tax exempt profit available for distribution of approximately RM26 million
(2006: RM26 million), subject to agreement with Inland Revenue Board.

Prior to the year assesment 2008, Malaysia companies adopt the full imputation system. In accordance with the Finance
Act, 2007, which was gazetted on 28 December 2007, companies shall not be entitled to deduct tax on dividend paid,
credited or distributed to its shareholders, and such dividends will be exempted from tax in the hands of the
shareholders ("single tier system"). However, there is a transitional period of six years, expiring on 31 December 2013, to
allow companies to pay franked dividends to their shareholders under limited circumstances. Companies also have an
irrevocable option to disregard the 108 balance and opt to pay dividends under the single tier system. The change in
the tax legislation also provides for the 108 balance to be locked-in as at 31 December 2007 in accordance with
Section 39 of the Finance Act, 2007.

The Company did not elect for the irrevocable option to disregard the 108 balance. Accordingly, during the transitional
period, the Company may utilise the credit in the 108 balance as at 31 December 2007 to distribute cash dividend
payments to ordinary shareholdings as defined under the Finance Act, 2007. As at 31 December 2007, the Company
has sufficient credit in the 108 balance to pay franked dividends out of its entire retained earnings.

32. PROVISION FOR LIQUIDATED ASCERTAINED DAMAGES

Group Company
2007 2006 2007 2006

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

At 1 January 13,000 6,211 – –
Additional provision made during the year

(Note 9(b)) 5,552 6,793 – –
Payments made during the year (17) (4) – –

At 31 December 18,535 13,000 – –

Payable:
Not later than 1 year 7,222 3,103 – –
Later than 1 year and not later than 2 years 11,313 9,897 – –

18,535 13,000 – –

Provision for liquidated damages is in respect of property development projects undertaken by a subsidiary of the
Company. The provision is recognised for expected liquidated damages claims based on the terms of the applicable
sale and purchase agreements.
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33. BORROWINGS

Group Company
2007 2006 2007 2006

RM'000 RM'000 RM'000 RM'000
Short Term

Secured:
Bank overdrafts 10,418 11,855 10,418 11,855
Revolving credits 17,191 20,840 17,191 20,840
Bankers' acceptances – 11,333 – 11,333
Term loans 27,123 15,893 9,268 1,543
Hire purchase payables (Note 34) 2,152 1,597 2,020 1,411

56,884 61,518 38,897 46,982
Unsecured:
Bank overdrafts 7,769 8,678 4,025 5,223
Revolving credits 2,623 - 2,623 –
Bankers' acceptances 3,000 2,962 – –

13,392 11,640 6,648 5,223

70,276 73,158 45,545 52,205

Long Term

Secured:
Term loans – 13,835 – 9,535
Hire purchase payables (Note 34) 500 1,293 369 1,023

500 15,128 369 10,558

Total Borrowings

Bank overdrafts (Note 28) 18,187 20,533 14,443 17,078
Revolving credits 19,814 20,840 19,814 20,840
Bankers' acceptances 3,000 14,295 – 11,333
Term loans 27,123 29,728 9,268 11,078
Hire purchase payables (Note 34) 2,652 2,890 2,389 2,434

70,776 88,286 45,914 62,763

Maturity of borrowings
(excluding hire purchase payables):

Within one year 68,124 71,561 43,525 50,794
More than 1 year and less than 2 years – 6,530 – 2,230
More than 2 years and less than 5 years – 7,305 – 7,305

68,124 85,396 43,525 60,329
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33. BORROWINGS (CONT’D)

During the financial year, the Group and the Company did not meet repayment obligations relating to bank borrowings
(excluding hire purchase payables) amounting to RM46.93 million and RM29.08 million respectively as at 31 December
2007. Accordingly, all instalments under these bank borrowings, which were originally scheduled for repayment after
31 December 2008, are reclassified as current liabilities.

As disclosed in Note 43(j), the Company was served with a sealed Writ of Summons and Statement of Claims by
AmBank (M) Berhad ("AmBank") for the sum of RM5.09 million for a revolving credit facility and continuing interest. This
amount is included in bank borrowings of the Group.

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

Group Company
2007 2006 2007 2006

% % % %

Bank overdrafts 8.31 8.33 8.25 8.30
Revolving credits 8.17 8.03 8.17 8.03
Bankers' acceptances 4.89 4.50 4.57 4.57
Term loans 8.59 8.62 9.25 9.25

(a) The secured bank overdrafts of the Group and of the Company are secured by:

(i) Deposits with licensed banks as disclosed in Note 28;

(ii) Sinking fund accounts as disclosed in Note 28; and

(iii) Third party legal charge over the land held for development, development properties and property held for
sale of a subsidiary as stated in Note 19 and Note 24;

– Lot 36100, Geran 42276;
– Lot 36101, Geran 42277;
– Part of Lot 38472, Geran 55265 (previously PT 7376, HS(D) 102342);
– Lot 38474, Geran 55267 (previously PT 7378 HS(D) 102344);
– Lot 38476, Geran 55268 (previously PT 7380 HS(D) 102346)

(b) The secured revolving credits of the Group and of the Company are secured by:

(i) Deposits with licensed banks as disclosed in Note 28;

(ii) Sinking fund accounts as disclosed in Note 28;

(iii) Third party legal charge over the land held for development, development properties and property held for
sale of a subsidiary as stated in Note 19 and Note 24;

– Lot 36100, Geran 42276;
– Lot 36101, Geran 42277;
– Part of Lot 38472, Geran 55265 (previously PT 7376, HS(D) 102342);
– Lot 38474, Geran 55267 (previously PT 7378 HS(D) 102344);
– Lot 38476, Geran 55268 (previously PT 7380 HS(D) 102346)

(iv) Third party legal charge over the non-current asset classified as held for sale as disclosed in Note 29.
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33. BORROWINGS (CONT’D)

(c) The term loans of the Group are secured by:

(i) First legal charge over the land held for development, development properties and property held for sale of
a subsidiary as stated in Note 19 and Note 24;

– Lot 36100, Geran 42276;
– Lot 36101, Geran 42277;
– Part of Lot 38472, Geran 55265 (previously PT 7376, HS(D) 102342);
– Lot 38474, Geran 55267 (previously PT 7378 HS(D) 102344);
– Lot 38476, Geran 55268 (previously PT 7380 HS(D) 102346)

(ii) First party first legal charge over land held under HS (D) 812 Lot No. PT 4150, Mukim of Cheras, District of
Hulu Langat, Selangor Darul Ehsan as stated in Note 17;

(iii) 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 as stated in Note 16(c);

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

(d) The term loan of the Company is secured by:

(i) First party first legal charge over land held under HS (D) 812 Lot No. PT 4150, Mukim of Cheras, District of
Hulu Langat, Selangor Darul Ehsan as stated in Note 17;

(ii) 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 as stated in Note 16(c);

(iii) Endorsement of ownership claim at Road Transport Department on the registrable machinery/equipment via
e-Hakmilik registration;
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34. HIRE PURCHASE PAYABLES

Group Company
2007 2006 2007 2006

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

Future minimum lease payments:
Not later than 1 year 2,295 1,788 2,153 1,585
Later than 1 year and not later than 2 years 268 657 158 509
Later than 2 years and not later than 5 years 279 678 255 544

2,842 3,123 2,566 2,638
Less: Future finance charges (190) (233) (177) (204)

Present value of finance lease liabilities 2,652 2,890 2,389 2,434

Analysis of present value of finance lease liabilities:
Not later than 1 year 2,152 1,597 2,020 1,411
Later than 1 year and not later than 2 years 241 627 133 488
Later than 2 years and not later than 5 years 259 666 236 535

2,652 2,890 2,389 2,434

Analysed as:
Due within 12 months (Note 33) 2,152 1,597 2,020 1,411
Due after 12 months (Note 33) 500 1,293 369 1,023

2,652 2,890 2,389 2,434

The hire purchase payables bear interest during the year of between 2.60% and 5.25% (2006: 2.32% and 4.73%) per
annum.

During the financial year, the Company did not meet repayment obligations relating to hire purchase payables
amounting to RM1.86 million as at 31 December 2007. Accordingly, all hire purchase instalments under these hire
purchase facilities, which were originally scheduled for repayment after 31 December 2008, are reclassified as current
liabilities.

Included in hire purchase payables is a hire purchase facility with AmBank (M) Berhad ("AmBank") which is in arrears. As
disclosed in Note 43(h), the Company was served with a sealed Writ of Summons and Statement of Claims dated
14 June 2006, by AmBank for the sum of RM1.43 million for an alleged amount owing by the Company to AmBank
pursuant to the Hire Purchase Agreement entered into dated 29 January 2005.
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35. DEFERRED TAX

Group Company
2007 2006 2007 2006

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

At 1 January (21) 71 – –
Recognised in income statement (Note 14) 59 (92) – –

At 31 December 38 (21) – –

Presented after appropriate offsetting as follows:
Deferred tax assets (5,665) (5,564) (5,362) (5,139)
Deferred tax liabilities 5,703 5,543 5,362 5,139

38 (21) – –

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 2007 5,419 124 5,543
Recognised in income statement 153 7 160

At 31 December 2007 5,572 131 5,703

At 1 January 2006 5,998 124 6,122
Recognised in income statement (579) – (579)

At 31 December 2006 5,419 124 5,543

Deferred tax assets of the Group:

Unused Tax
Losses and

Unabsorbed
Capital

Allowance Payables Total
RM'000 RM'000 RM'000

At 1 January 2007 (5,424) (140) (5,564)
Recognised in income statement (41) (60) (101)

At 31 December 2007 (5,465) (200) (5,665)

At 1 January 2006 (5,911) (140) (6,051)
Recognised in income statement 487 – 487

At 31 December 2006 (5,424) (140) (5,564)
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35. DEFERRED TAX (CONT’D)

Deferred tax liabilities of the Company:

Accelerated
Capital

Allowance
RM'000

At 1 January 2007 5,139
Recognised in income statement 223

At 31 December 2007 5,362

At 1 January 2006 5,626
Recognised in income statement (487)

At 31 December 2006 5,139

Deferred tax assets of the Company:

Unused Tax
Losses and

Unabsorbed
Capital

Allowance
RM'000

At 1 January 2007 (5,139)
Recognised in income statement (223)

At 31 December 2007 (5,362)

At 1 January 2006 (5,626)
Recognised in income statement 487

At 31 December 2006 (5,139)

Deferred tax assets have not been recognised in respect of the following:

Group Company
2007 2006 2007 2006

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

Unused tax losses 153,052 136,086 44,890 34,326
Unabsorbed capital allowances 379 664 – –
Other temporary differences 51,424 31,417 32,888 18,417

204,855 168,167 77,778 52,743

The unutilised tax losses and unabsorbed capital allowances of the Group amounting to RM153.06 million (2006:
RM136.26 million) are available indefinitely for offsetting against future taxable profits of the respective entities within
the Group, subject to no substantial change in shareholdings of those entities under the Income Tax Act, 1967 and
guidelines issued by the tax authority.

The unutilised tax losses of the Company are available for offsetting against future taxable profits subject to no
substantial change in shareholdings under the Income Tax Act, 1967 and guidelines issued by the tax authority.
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36. TRADE PAYABLES

Group Company
2007 2006 2007 2006

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

Trade payables 77,557 56,866 58,213 42,540
Trade accruals 4,683 5,110 1,121 2,089
Advances received on contracts (Note a) 29,566 31,578 29,566 31,578
Retention sums on contracts 12,016 10,542 11,945 10,418

123,822 104,096 100,845 86,625

The normal trade credit terms granted to the Group range from 30 to 120 days (2006: 30 to 120 days). Any extension
of credit terms are negotiated with the respective creditors on a case-by-case basis.

(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 43(g)(i).

37. OTHER PAYABLES

Group Company
2007 2006 2007 2006

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

Due to subsidiaries (Note a) – – 26,961 20,812
Due to an associated investor (Note a) 1,211 1,211 – –
Due to companies/estates in which certain
Directors have beneficial interests (Note b) 5,150 4,499 4,711 4,037
Accruals (Note c) 11,141 8,556 7,612 6,448
Sundry payables (Note d) 15,486 10,869 8,931 9,060

32,988 25,135 48,215 40,357

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

(b) The amounts due to companies/estates in which certain Directors have beneficial interests are unsecured, interest-
free and have no fixed terms of repayment.

(c) (i) Included in accruals of the Group is an amount of RM2,542 (2006: 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.

(ii) Included in accruals of the Group and the Company is provision for tax penalty amounting to RM1.1 million.

(d) Included in sundry payables of the Group as at 31 December 2007 is a refundable deposit of RM1.2 million
pursuant to a development agreement entered into by a subsidiary of the Company.
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38. TAX PAYABLE

Included in tax payable of the Group and the Company is an amount of RM7.1 million representing unpaid tax for
years of assessment 2000 and 2005. Provision for tax penalty has been made in respect of these amounts as disclosed
in Note 37.

39. CONTINGENT LIABILITIES

Group Company
2007 2006 2007 2006

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

Guarantees given to financial institutions in respect
of credit facilities granted to subsidiaries
– Unsecured – – 27,569 27,650

Guarantees issued by financial institutions in
connection with performance bonds, security
and tender deposits in favour of third parties
for construction projects:
– Secured
(a) Fixed deposits (Note i) 10,457 9,731 10,022 9,731
(b) Land held for development, development

properties and property held for sale and
fixed deposits (Note ii) 50,772 50,772 50,772 50,772

– Unsecured 750 – – –

61,979 60,503 60,794 60,503

(i) These guarantees are secured by fixed deposits of the Group and the Company respectively as disclosed in
Note 28.

(i) This represents guarantees given to CIMB Bank Berhad in connection with the construction contracts awarded by
the Government of Madagascar, as disclosed in Note 43(g)(ii). These guarantees are secured by fixed deposits of
the Company as disclosed in Note 28 and a third party legal charge over the land held for development,
development properties and property held for sale of a subsidiary as stated in Note 19 and Note 24;

– Lot 36100, Geran 42276;
– Lot 36101, Geran 42277;
– Part of Lot 38472, Geran 55265 (previously PT 7376, HS(D) 102342);
– Lot 38474, Geran 55267 (previously PT 7378 HS(D) 102344);
– Lot 38476, Geran 55268 (previously PT 7380 HS(D) 102346)
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40. SIGNIFICANT RELATED PARTY TRANSACTIONS

(a) In addition to the transactions detailed elsewhere in the financial statements, the Group and the Company had
the following transactions with related parties during the financial year:

Group Company
2007 2006 2007 2006

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

With subsidiary companies
Purchases of materials from:
– Tru-Mix Concrete Sdn Bhd – – 192 1,122

Progress billings for construction
works performed for:

– Bukit Jalil Development Sdn Bhd – – 3,290 12,671

Interest income from:
– Bukit Jalil Development Sdn Bhd – – 3,074 11,269
– Homeg Sdn Bhd – – 219 1,829

Rental income from:
– Bukit Jalil Development Sdn Bhd – – 2 9
– Tru-Mix Concrete Sdn Bhd – – 6 –

(b) Transactions with other related parties

Group Company
2007 2006 2007 2006

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

Office and store rental payable to:
– Low Chee & Sons Sdn Bhd * 678 678 678 678
– Estate of Low Chee ** 88 88 54 54
– Concrete Paver Industries Sdn Bhd * 16 130 – –
– Tang Sau Kuan *** 96 96 – –

Rental income from:
– Tepat Concrete Industries Sdn Bhd **** 60 60 60 60

Purchases of materials from:
– Tara Technic Sdn Bhd * – 82 – 82
– Tepat Concrete Industries Sdn Bhd **** – 171 – 171

* Certain Directors of the Company are also Directors of this company
** Estate of the late father of two Directors of the Company
*** Mother of two Directors of the Company
**** A shareholder of a subsidiary is a Director of this company

(c) Compensation of key management personnel

The key management personnel of the Company are its directors. The remuneration of directors during the year
are disclosed in Note 11.
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41. SIGNIFICANT EVENTS DURING THE FINANCIAL YEAR

(a) 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.
As at 31 December 2007, this facility has not been utilised.

(b) 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 (3) 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 RM23.08 million only.

This transaction was completed in March 2008. As at 31 December 2007, the carrying amount of the Land
amounting to RM1.92 million has been presented on the consolidated balance sheet as a non-current asset held
for sale.

(c) On 7 August 2007, the Company acquired 245,000 ordinary shares of RM1.00 each in Homeg Sdn Bhd ("Homeg"),
a subsidiary company, representing 49% equity interest in Homeg from 2 individual parties for a purchase
consideration of RM1. Upon completion of the acquisition of 49% equity interest of Homeg, Homeg became a
wholly-owned subsidiary of the Company. Subsequently on 16 August 2007, Homeg increased its issued and paid-
up capital to RM20,000,000 via the capitalisation of RM19,500,000 amount owing by Homeg to the Company.

On 22 August 2007, the Company entered into a conditional Share Sale Agreement ("SSA") with Mohd Faizal bin
Ahmad Mahidin for the proposed disposal of 8,000,000 ordinary shares of RM1.00 each in Homeg, representing
40% equity interest in Homeg for a cash consideration of RM1,492,898 ("Consideration Price"). The Consideration
Price, as per the SSA, will be paid within a four (4) year period commencing from 22 August 2007. The transaction
has not been recognised as a disposal as the risks and rewards has not been transferred to the new shareholder.
As at 31 December 2007, there was no amount received from the new shareholder.

(d) On 17 December 2007, Bursa Malaysia Securities Berhad ("Bursa Securities") publicly reprimanded the Company for
breaches of paragraphs 9.22(1) and 9.23 of the Listing Requirements of Bursa Securities ("Bursa Securities LR").

The Company has breached the following provisions of the Bursa Securities LR:

(i) paragraph 9.23(b) of the Bursa Securities LR for failing to submit the annual audited accounts for the
financial year ended 31 December 2006 ("AAA 2006") by the due date of 30 April 2007. The Company only
submitted the AAA 2006 to Bursa Securities for public release on 31 July 2007;

(ii) paragraph 9.22(1) of the Bursa Securities LR for failing to submit the quarterly report for the financial period
ended 31 March 2007 ("1ST QR 2007") by the due date of 31 May 2007. The Company only submitted the
1ST QR 2007 to Bursa Securities for public release on 22 August 2007; and

(iii) paragraph 9.23(a) of the Bursa Securities LR for failing to submit the annual report for the financial year
ended 31 December 2006 (“AR 2006”) by the due date of 30 June 2007. The Company only submitted the AR
2006 to Bursa Securities on 6 September 2007.

The public reprimand was imposed pursuant to paragraph 16.17 of the Bursa Securities LR after taking into
consideration all relevant factors, including the fact that the Company has previously breached the Bursa
Securities LR.
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42. SIGNIFICANT EVENT SUBSEQUENT TO THE BALANCE SHEET DATE

(a) Bursa Securities had on 5 October 2007 directed the Company to ensure that the next four quarterly reports are
to be reviewed by the external auditor before they are disseminated to the public. On 29 February 2008, the
Company announced the 3rd quarterly report for the financial period ended 30 September 2007 (“Q3 2007”) after
a delay of approximately 3 months. However, the Company failed to ensure that the Q3 2007 was reviewed by the
external auditor as instructed by Bursa Securities. The Company therefore breached paragraph 2.19 of the Bursa
Securities LR for failure to comply with Bursa Securities’ directive as mentioned above.

On 2 April 2008, Bursa Securities publicly reprimanded the Company for breach of paragraph 2.19 of the Bursa
Securities LR.

The public reprimand was imposed pursuant to paragraph 16.17 of the Bursa Securities LR after taking into
consideration all facts and circumstances of the matter and upon completion of due process.

(b) On 23 April 2008, the Board of Directors of the Company made an announcement on Bursa Securities pursuant to
Practice Note 1/2001 of Bursa Securities LR that the Company and a subsidiary company were in default of the
payments of interest and principal sums in respect of banking facilities granted by AmBank (M) Bhd, CIMB Bank
Bhd and RHB Bank Berhad.

The Board of Directors submitted a solvency declaration to Bursa Securities on 28 April 2008.

(c) On 14 May 2008, an associated investor disposed of its shareholdings in the Company, representing 17.20% equity
interest in the Company.

(d) Between 14 May 2008 and 13 June 2008, Extreme System Sdn Bhd acquired 25.66 million shares in the Company,
representing 25.16% equity interest in the Company.

43. MATERIAL LITIGATIONS

(a) Yip Chee Seng & Sons Sdn Bhd v Ho Hup Construction Company Berhad
Kuala Lumpur High Court Civil Suit No. S1-22-161-2003

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 RM1,413,522 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
14 October 2008 for case management.

The solicitors of the Company are of the opinion that there are no foreseen obstacles at this stage for the
Company in establishing its counter-claim at the trial.
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43. MATERIAL LITIGATIONS (CONT’D)

(b) Ho Hup Jaya Sdn Bhd v Khoo Soon Lee Realty Sdn Bhd
Johor Bahru High Court (MT3) 22-790-2005

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 6 October 2008.

The Company’s solicitors are of the opinion that HH Jaya has a good case to succeed.

(c) Europlus Corporation Sdn Bhd v Ho Hup Construction Company Berhad
Kuala Lumpur High Court Civil Suit No. S1-22-241-2004

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
RM4,387,463.

The Summons and Statement of Claim has been filed on 26 February 2004 and served on 1 April 2004. The
Company 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. The Company obtained order in
terms of the said application on 26 October 2004 and Europlus has subsequently served the Company the
particulars as requested on 25 November 2004. The Company 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 Company has filed its defence.

The solicitors of the Company are of the opinion that the Company has a good chance of success.

(d) (i) KM Quarry Sdn Bhd v Ho Hup Construction Company Berhad
Melaka High Court Civil Suit No. 22-3-2005

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 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. On 19 July 2007, the
Company's application for stay of execution was dismissed with costs.

KM Quarry had filed a Bill Of Costs on 24 January 2008 and was awarded costs amounting to RM11,604 plus
Allocatur Fees at RM934. The Company then filed an application to review the Bill of Costs and the same is
now fixed for hearing on 31 July 2008.

The solicitors of the Company are of the opinion that if the Company succeeds in convincing the Judge of
their view through the pleadings and submissions, the chances of success are fairly good.
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43. MATERIAL LITIGATIONS (CONTD.)

(d) (ii) Ho Hup Construction Company Berhad v KM Quarry Sdn Bhd
Kuala Lumpur High Court Writ Summons No. S1-22-1076-2005

On the other hand, the Company also filed a cross claim against KM Quarry for an amount of RM3,433,336
for incomplete joint measurement and RM2,439,294 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 of the
Company's appeal to the Judge in Chambers against the Timbalan Pendaftar's order dated 26 January 2007
on 30 July 2008.

The solicitors of the Company are of the opinion that if the Company succeeds in convincing the Judge of
their view through the pleadings and submissions, the chances of success are fairly good.

(e) (i) Revolutionary Technology Holdings Sdn Bhd v Ho Hup Construction Company Berhad
Kuala Lumpur High Court Originating Summons No. D-24-338-2004

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. Costs was awarded against the
Company. After the hearing for taxation, the taxed costs was fixed at RM20,000. The Company's appeal on
reduced taxed costs was disallowed on 29 June 2007.

RTH has since extracted its Allocatur based on the costs awarded and served it on the Company's solicitors
requesting for payment. The Company's solicitors have in reply taken out an application for stay of execution
of the Allocatur as there are 2 suits pending in the same case, as disclosed in Note 43(e)(ii) and Note 43(e)(iii)
below. The Court accordingly fixed the hearing of the Application for Stay on 22 April 2008 and directed
both parties to submit their written submissions simultaneously. The Company has filed and served its
Written Submissions on 21 April 2008. The hearing for Application for Stay could not proceed as the Judge
was on leave and is now pending for a new hearing date.

(ii) Arbitration at Kuala Lumpur Regional Centre for Arbitration between Ho Hup Construction Company
Berhad and 1) Revolutionary Technology Holdings Sdn Bhd; 2) Seri Siantan Sdn Bhd; and 3) Syarikat
Pembinaan Al-Joffrie Sdn Bhd ("Respondents")
Kuala Lumpur High Court Originating Summons No. R2-24-20-07

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 together with interest at 8% per annum from
29 November 2004 in respect of damages for unlawful termination for road construction works, balance
value of work done at the termination and loss and expense as a consequence of extension of time being
granted to the Company.

The Respondents' Defence is that the Company's action against the Respondents is wrongful as the
Respondents are not the proper parties to this action. The Respondents have submitted a counter-claim for
the amount of RM12,355,662 together with interest at 8% per annum from 1 October 2004.

The Written Submissions for the above matter and all replies to the said Written Submissions has been filed
and the award is due to be published in May 2008.

The solicitors of the Company are of the opinion that the Respondents' counter-claim will be dismissed with
costs and the Company will succeed in its claim for RM14,326,454 being balance work remaining unpaid.
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43. MATERIAL LITIGATIONS (CONT’D)

(e) (iii) Ho Hup Construction Company Berhad v 1) Revolutionary Technology Holdings Sdn Bhd; 2) Seri
Siantan Sdn Bhd; and 3) Syarikat Pembinaan Al-Joffrie Sdn Bhd ("Defendants")
Kuala Lumpur High Court Originating Summons No. R2-24-20-07

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 as disclosed in Note 43(e)(ii) 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 as disclosed in Note 43(e)(ii) above.

The Court fixed the matter for hearing of the Originating Summons for interim injunction and security for
costs on 11 April 2008. All the parties have filed their respective Written Submissions. The hearing could not
proceed on 11 April 2008 as the Judge was on leave and is now pending for a new hearing date.

(f) Arbitration between Ho Hup Construction Company (India) Pte Ltd and Andhra Pradesh Housing Board

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 RM304.92 million) at Shamshabad
near Hyderabad. Ho Hup India shall pay APHB development fees of Rs101,175,000 (equivalent to RM8.57 million)
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, Ho Hup India commenced an arbitration claim for damages amounting to Rs2,544,512,230
(equivalent to RM215.52 million) being the unlawful termination of the abovementioned contract.

The award in the Ho Hup India’s favour has been published in May 2008 as follows:

(i) APHB shall pay Ho Hup India the sum of Rs16,796,250 (equivalent to RM1.42 million) together with simple
interest at the rate of 12% per annum from 1 February 2006 to the date of payment;

(ii) APHB shall pay partial compensation of Rs6 lakhs (equivalent to RM50,820) together with simple interest at
the rate of 9% per annum from 6 January 2006 to the date of payment.

(g) (i) Arbitration between Ho Hup Construction Company Berhad and the Government of Madagascar

During financial year ended 31 December 2004, the Company was awarded certain construction contracts by
the Government of Madagascar. These construction contracts were terminated in February 2006.

On 14 September 2006, the Company commenced an arbitration claim to recover damages it sustained as a
result of the unlawful contract termination and of the seizure of its equipment and materials with net
carrying amounts of RM24.98 million as at 31 December 2007 by the Government of Madagascar following
the termination. The claim has been referred to the International Court of Arbitration under the Rules of the
International Chamber of Commerce ("ICC"), Paris.
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43. MATERIAL LITIGATIONS (CONT’D)

(g) (i) Arbitration between Ho Hup Construction Company Berhad and the Government of Madagascar
(cont’d)

The Company has quantified such damages at USD26.61 million (equivalent to RM87.98 million). The
Government of Madagascar has submitted a counter-claim for USD42.76 million (equivalent to RM141.39
million).

The parties to the arbitration exchanged two rounds of memorials during the financial year ended
31 December 2007, and have provided substantial documentary and witness evidence. An evidentiary
hearing was held at the beginning of April 2008, post-hearing briefs are due at the end of May 2008 and a
hearing for oral arguments is scheduled for July 2008. The legal advisers for the arbitration are of the opinion
that an award can reasonably be expected before the end of 2008 although the date of the award is
uncertain.

The solicitors representing the Company in this arbitration are of the opinion that the risk that the Company
will be ordered to make payments to the Government of Madagascar is very weak and while it seems likely
that the arbitration tribunal will agree partially with the Company's position, it is impossible to estimate the
amount of damages that it may decide to award to the Company.

The Company has not made any provision for the cost of the arbitration proceedings as the solicitors have
stated that it is difficult to estimate the total costs of the proceedings. Further the final amount of the
arbitrators’ fees will only be determined by the ICC at the end of the proceedings. However, the Company
has paid an advance of USD330,000 (equivalent to RM1.09 million) to the ICC upon the commencement of
the proceedings.

(ii) Ho Hup Construction Company Berhad v 1) CIMB Bank Berhad and 2) Government of Madagascar
Kuala Lumpur High Court Originating Summons No. D5-24-93-2006

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 RM50.8 million). This amount has been disclosed as a contingent
liability in Note 39.

On 31 March 2006, the Court 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, as disclosed in Note 43(g)(i) above. 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 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. On 28 March 2008 which was fixed for decision,
the Court of Appeal while disallowing the Company's appeal for permanent injunction against CIMB pending
full trial, has allowed the Company's Erinford injunction against CIMB pending appeal to the Federal Court.
On 21 April 2008, the Company filed an application for leave to appeal in the Federal Court against the Court
of Appeal's decision on 28 March 2008. The said application was rejected by the Federal Court as the
Federal Court has taken the view that the Bank Guarantees were deemed as contracts between CIMB and the
Government of Madagascar.
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43. MATERIAL LITIGATIONS (CONT’D)

(g) (ii) Ho Hup Construction Company Berhad v 1) CIMB Bank Berhad and 2) Government of Madagascar
Kuala Lumpur High Court Originating Summons No. D5-24-93-2006 (cont’d)

On 9 July 2008, the Company received a letter from CIMB requesting that the Company settle the following
amounts of the Bank Guarantees (“BG”) claimed by the Government of Madagascar:

Details of BG USD

TF001G917960 3,552,984
TF001G917952 5,329,475
TF001G917962 1,756,556
TF001G917951 2,634,834

13,273,849 (amounting to RM43,406,029)

Failing which, CIMB would proceed to honour the BG claim by debiting HHCCB’s current account with the
amount without further notice. Any excess on the current account will incur interest charges at the rate of
BLR + 3.5% per annum until the date of full settlement.

On 25 July 2008, CIMB informed the Company that pursuant to a Court order dated 8 July 2008, and the
Company's failure to settle the amount claimed under the BG, CIMB had honoured the claim on the BG by
debiting the Company's current account maintained with CIMB on the same day, the total amount of
RM43,406,029.

(h) AmBank (M) Berhad v Ho Hup Construction Company Berhad
Summons No. D6-22-879-06

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. The Court dismissed the
Appeal with costs on 25 October 2007. As disclosed in Note 41(b), a wholly-owned subsidiary of the Company
had on 3 July 2007 entered into a Sale and Purchase Agreement to dispose of the 3 pieces of land, which was
completed in March 2008.

The Company has made payment to AmBank using the proceeds from the disposal of 3 pieces of land and this
matter has been settled.

(i) Ho Hup Construction Company Berhad v Urban Shift Sdn Bhd
Kuala Lumpur High Court No. D8-28-524-2007

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 has been extracted from the Court. The Company has been required
by the Court to withdraw this action with liberty to file afresh.

The solicitors of the Company are of the opinion that if the Company succeeds in convincing the Judge of their
view through the pleadings and submissions, the chances of success are fairly good.
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43. MATERIAL LITIGATIONS (CONT’D)

(j) AmBank (M) Berhad v Ho Hup Construction Company Berhad
Kuala Lumpur High Court Suit No. D8-22-31-2007

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 RM5,086,585 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). As disclosed in Note 41(b), a wholly-owned subsidiary of the Company had on 3 July 2007 entered
into a Sale and Purchase Agreement to dispose of the 3 pieces of land, which was completed in March 2008. The
Company has made payment to AmBank using the proceeds from the disposal of 3 pieces of land.

The Land Inquiry has been withdrawn as parties have reached an amicable settlement. A Notice of Discontinuance
dated 15 April 2008 has been filed for the High Court suit.

(k) Ho Hup Ubunye Construction Pty Ltd v Ho Hup Construction Company Berhad

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 29.68 million (equivalent to
RM14.14 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 irreconcilable
differences between the shareholders of HH Ubunye.

As disclosed in Note 21(a), the Group has disposed of its 49% equity interest in HH Ubunye for nil consideration.
This matter has been settled amicably.

(l) Hino Motors (M) Sdn Bhd v Ho Hup Construction Company Berhad
Kuala Lumpur High Court Suit No. S6-22-522-2007

Hino Motors (M) Sdn Bhd ("Hino") has claimed for the sum of RM5,332,065 plus interest being the balance
outstanding sum owing for goods sold and delivered.

This matter was fixed for Hearing of Hino's Summary Judgement Application on 28 January 2008. Both parties had
orally submitted on the said Application on 28 January 2008. Hino's Summary Judgement application was
dismissed with cost. Hino has filed a Notice of Appeal to Judge in Chambers and the same is now fixed for
decision on 22 July 2008.

The solicitors of the Company are of the opinion that if the Company succeeds in convincing the Judge of their
view through the pleadings and submissions, the chances of success are fairly good.
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43. MATERIAL LITIGATIONS (CONTD.)

(m) Ang Yoke Lian Construction Sdn Bhd v Ho Hup Construction Company Berhad
Kuala Lumpur High Court Suit No. S6-22-977-2007

Ang Yoke Lian Construction Sdn Bhd ("AYL") filed Summons and Statement of Claim against the Company and
served on 30 October 2007. AYL's claim is for the sum of RM1,493,041 being the outstanding sum owed for
services rendered under the Letter of Award dated 16 March 2004.

The Company has filed Memorandum of Appearance on 5 November 2007 and Statement of Defence on
30 November 2007. AYL's solicitors have served on the Company an application for summary judgement and the
same is fixed for hearing on 30 July 2008.

The solicitors of the Company are of the opinion that if the Company succeeds in convincing the Judge of their
view through the pleadings and submissions, the chances of success are fairly good.

44. OPERATING LEASE ARRANGEMENTS

The Group has entered into cancellable operating lease agreements for the use of buildings. These leases have an
average life of between 2 and 3 years with renewal or purchase option included in the contracts. All contracts include
fixed rentals for an average of 2 to 3 years. There are no restrictions placed upon the Group by entering into these
leases.

The future aggregate minimum lease payments under cancellable operating leases contracted for as at balance sheet
date but not recognised as liabilities are as follows:

Group
2007 2006

RM'000 RM'000

Future minimum rental payments:
Not later than 1 year 665 224
Later than 1 year and not later than 5 years 602 83

1,267 307

The lease payments recognised in profit or loss during the financial year are disclosed in Note 9(b).
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45. FINANCIAL INSTRUMENTS

(a) 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.

(b) 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 2007. 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.

(c) 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 5(n)(iii).

(d) Liquidity Risk

The Group 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.

The Group and the Company have not made payments on certain obligations relating to bank borrowings and
hire purchase payables as disclosed in Note 33 and Note 34.

(e) 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's exposure to credit risk is disclosed in Note 25.



20
07

an
nu

al
re

po
rt

97

45. FINANCIAL INSTRUMENTS (CONT’D)

(f) 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 39 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.

46. SEGMENT INFORMATION

The Group is organised into three major segments:

(i) Construction – foundation and civil engineering, building contracting works and engineering, procurement,
construction and commissioning of pipeline system.

(ii) Property development – the development of residential and commercial properties.

(iii) Manufacturing – manufacturing and distribution of ready-mixed concrete.

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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46. SEGMENT INFORMATION (CONT’D)

Property
Construction Development Manufacturing Others Eliminations Consolidated

2007 2006 2007 2006 2007 2006 2007 2006 2007 2006 2007 2006
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 55,585 33,693 448 11,233 44,045 41,522 10 534 – – 100,088 86,982
Inter-segment sales 3,290 12,671 – – 192 1,122 8 9 (3,490) (13,802) – –

Total revenue 58,875 46,364 448 11,233 44,237 42,644 18 543 100,088 86,982

Result
Segment results
Loss from operations (28,525) (7,865) (11,232) (17,785) 430 804 (221) (377) – – (39,548) (25,223)
Finance costs (4,498) (6,058) (965) (72) (412) (390) – (30) – – (5,875) (6,550)
Share of results of

associates – – – – (380) (2,051) – – – – (380) (2,051)
Taxation (347) (1,138) – – (12) (186) – – – – (359) (1,324)

Loss after taxation (46,162) (35,148)

Minority interests 55 47

Net loss for the year (46,107) (35,101)

ASSETS AND
LIABILITIES

Segment assets 128,830 149,567 172,431 184,969 19,728 16,353 19 29 – – 321,008 350,918
Investment in equity

method of
associates – – – – 10,246 11,506 276 (222) – – 10,522 11,284

Consolidated total assets 331,530 362,202

Segment liabilities 178,965 179,609 56,033 43,481 18,833 15,462 370 8 – – 254,201 238,560

OTHER INFORMATION

Depreciation 5,625 5,689 108 205 512 716 – – – – 6,245 6,610
Capital expenditure 1,040 8,046 – 4 672 105 – – – – 1,712 8,155
Non-cash expenses

other than depreciation
and amortisation 15,521 11,896 5,705 6,793 95 – – – – – 21,321 18,689
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notice of
annual general meeting

AGENDA

1. To receive the Audited Financial Statements for the year
ended 31 December 2007 and the Reports of the Directors
and Auditors thereon. Resolution 1

2. To re-elect the following Directors who retire under the
provision of Article 90 of the Company’s Articles of
Association:

i) Mr. Lai Moo Chan Resolution 2
ii) YBhg. Dato’ Low Tuck Choy Resolution 3

3. To re-elect the following Directors who retire under the
provision of Article 96 of the Company’s Articles of
Association:-

i) Encik Mustapha bin Mohamed Resolution 4
ii) Encik Zainal Abidin bin Mohd. Yusof Resolution 5
iii) Mr. Lee Chong Hoe Resolution 6
iv) YBhg. Datuk Lye Ek Seang Resolution 7
v) YBhg. Tan Sri Datuk Seri Panglima Resolution 8

Abdul Kadir bin Haji Sheikh Fadzir

4. To approve the payment of Directors’ Fees amounting to
RM174,000.00 for the year ended 31 December 2007.

Resolution 9

5. To re-appoint Messrs. Ernst & Young as Auditors of the
Company and to authorise the Directors to fix their
remuneration. Resolution 10

6. AS SPECIAL BUSINESS

To consider and if thought fit, to pass the following
Ordinary and Special Resolutions:

Ordinary Resolution 1 Resolution 11

PROPOSED AUTHORITY TO ALLOT SHARES PURSUANT
TO SECTION 132D OF THE COMPANIES ACT, 1965

“THAT pursuant to Section 132D of the Companies Act,
1965, the Directors be and are hereby authorised to allot
and issue shares in the Company at any time and upon
such terms and conditions and for such purposes as the

Directors may, in their absolute discretion, deem fit
provided that the aggregate number of shares issued
pursuant to this resolution does not exceed 10% of the
issued share capital of the Company as at the time of issue
AND THAT the Directors be and are also empowered to
obtain the approval for the listing of and quotation for the
additional shares so issued on Bursa Malaysia Securities
Berhad AND THAT such authority shall continue to be in
force until the conclusion of the next Annual General
Meeting of the Company.”

7. Ordinary Resolution 2 Resolution 12

PROPOSED RENEWAL OF SHAREHOLDERS' MANDATE
FOR EXISTING RECURRENT RELATED PARTY
TRANSACTIONS OF A REVENUE OR TRADING NATURE
IN THE ORDINARY COURSE OF BUSINESS WHICH ARE
NECESSARY FOR THE DAY-TO-DAY OPERATIONS OF
HO HUP CONSTRUCTION COMPANY BERHAD
("HO HUP" OR "COMPANY") AND ITS SUBSIDIARY
COMPANIES (“HO HUP GROUP” OR “GROUP”)
(“PROPOSED SHAREHOLDERS’ MANDATE”)

“THAT, pursuant to Paragraph 10.09 of the Bursa Malaysia
Securities Berhad Listing Requirements (“Bursa Securities
Listing Requirements”), the general mandate for recurrent
related party transactions of a revenue or trading nature of
the Company and its subsidiaries (“the Group”) given at the
Annual General Meeting of the Company held on
28 September 2007 is hereby renewed and approval be
and is hereby given to the Group to continue to enter into
and give effect to specified recurrent related party
transactions of a revenue or trading nature of the Group
with the Related Parties (as defined in the Bursa Securities
Listing Requirements and as specified in Section 2.4 of
the Circular to Shareholders dated 30 September 2008),
provided that such arrangements and/or transactions
which are necessary for the Group’s day-to-day operations
are undertaken in the ordinary course of business, at arm’s
length basis, on normal commercial terms and on terms
which are not more favourable to the Related Parties than
those generally available to the public and not detrimental
to minority shareholders of the Company.

NOTICE IS HEREBY GIVEN that the Thirty-Fourth Annual General Meeting of the
Company will be held at The Royale Bintang Hotel Kuala Lumpur, 17-21, Jalan
Bukit Bintang, 55100 Kuala Lumpur, on Thursday, 23 October 2008 at 11.00 a.m.
to consider the following business:
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AND THAT, such authority shall continue to be in force
until:

(i) the conclusion of the next Annual General Meeting
of the Company following the general meeting at
which such Proposed Shareholders’ Mandate was
passed, at which time it will lapse, unless by a
resolution passed at the meeting, the authority is
renewed either unconditionally or subject to
conditions; or

(ii) the expiration of the period within which the next
Annual General Meeting after the date it is required to
be held pursuant to Section 143(1) of the Companies
Act, 1965 (but shall not extend to such extension as
may be allowed pursuant to Section 143(2) of the
Companies Act, 1965); or

(iii) revoked or varied by ordinary resolution passed by
shareholders of the Company in general meeting,

whichever is earlier,

AND THAT authority be and is hereby given to the
Directors of the Company to complete and do all such acts
and things (including executing all such documents as may
be required) as they may consider expedient or necessary
or in the best interest of the Company to give effect to the
transactions contemplated and/or authorised by this
Ordinary Resolution.”

8. Special Resolution Resolution 13

PROPOSED AMENDMENTS TO THE COMPANY’S
ARTICLES OF ASSOCIATION

“That the alterations, modifications, deletions and/or
additions to the Articles of Association of the Company as
set out in Appendix II of the Circular to Shareholders dated
30 September 2008 be and is hereby approved.”

9. To transact any other business of the Company of which
due notice shall be given in accordance with the
Company’s Articles of Association and the Companies Act,
1965.

By Order of the Board,

YEOH CHONG KEAT (MIA 2736)
LIM FEI CHIA (MAICSA 7036158)
Secretaries

Kuala Lumpur
30 September 2008

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 Securities Industry (Central Depositories) Act, 1991, 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 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.

Explanatory Notes on Special Business:

Resolution 11

The proposed Resolution 11, if passed, would enable the Directors to issue up to a
maximum of 10% of the issued share capital of the Company for the time being
for such purposes as the Directors consider would be in the best interest of the
Company and also to empower Directors to obtain approval from Bursa Malaysia
Securities Berhad for the listing of and quotation for additional shares issued. This
authority, unless revoked or varied by the Company at a general meeting, will
expire at the next Annual General Meeting of the Company.

Resolution 12

The proposed Resolution 12, if passed, will enable the Company and its subsidiaries
(“the Group”) to continue entering into the specified Recurrent Related Party
Transactions as set out in Section 2.4 of the Circular to Shareholders dated
30 September 2008 with the specified classes of the Related Parties mentioned
therein which are necessary for the Group’s day-to-day operations.

Further information on the Proposed Shareholders’Mandate for Recurrent Related
Party Transactions of a Revenue or Trading Nature, please refer to the Circular to
Shareholders dated 30 September 2008 which is despatched together with the
Company’s Annual Report 2007

Resolution 13

The Proposed Resolution 13 on the amendments of the Company’s Articles of
Association as set out in Appendix II of the Circular to Shareholders dated
30 September 2008, if passed, will allow the Articles of Association of the Company
to be in line with the amendments to the Listing Requirements of Bursa Malaysia
Securities Berhad and Capital Markets and Services Act, 2007.

Further information on the Proposed Amendments to the Company’s Articles of
Association, please refer to the Circular to Shareholders dated 30 September 2008
which is despatched together with the Company’s Annual Report 2007.
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Directors who are standing for re-election at the Thirty-Fourth Annual General Meeting:

Article 90 of the Articles of Association:

i) Mr. Lai Moo Chan

ii) YBhg. Dato’ Low Tuck Choy

Article 96 of the Articles of Association:

i) Encik Mustapha bin Mohamed

ii) Encik Zainal Abidin bin Mohd. Yusof

iii) Mr. Lee Chong Hoe

iv) YBhg. Datuk Lye Ek Seang

v) YBhg. Tan Sri Datuk Seri Panglima Abdul Kadir bin Haji Sheikh Fadzir

The profile of the Directors who are standing for re-election at the Annual General Meeting are further set out on pages
4 to 5 of the Annual Report.

statement accompanying
notice of annual general meeting



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 Thirty-Fourth
Annual General Meeting of the Company to be held on Thursday, 23 October 2008 at The Royale Bintang Hotel Kuala
Lumpur, 17-21, Jalan Bukit Bintang, 55100 Kuala Lumpur, at 11.00 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 2007 and the Reports of the Directors and Auditors thereon.

2. To re-elect Mr. Lai Moo Chan.

3. To re-elect YBhg. Dato’ Low Tuck Choy.

4. To re-elect Encik Mustapha bin Mohamed.

5. To re-elect Encik Zainal Abidin bin Mohd. Yusof.

6. To re-elect Mr. Lee Chong Hoe.

7. To re-elect YBhg. Datuk Lye Ek Seang.

8. To re-elect YBhg. Tan Sri Datuk Seri Panglima Abdul Kadir bin Haji Sheikh Fadzir.

9. To approve the payment of Directors’ fees of RM174,000.00.

10. To re-appoint Auditors, Messrs. Ernst & Young.

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

12. To approve the Proposed Renewal of Shareholders’ Mandate for Existing Recurrent
Related Party Transactions.

13. To approve the Proposed Amendments to the Company’s Articles of Association.

Dated:
Signature/Common Seal of Shareholder(s)

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.

Where a Member of the Company is an authorised nominee as defined under the Securities Industry (Central Depositories) Act, 1991, 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 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.

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

HO HUP CONSTRUCTION COMPANY BERHAD
(14034-W)

Number of Shares Held




