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CORPORATE
STRUCTURE

CONSTRUCTION

Pembinaan SPK Sdn Bhd
and its subsidiaries undertaking the following projects:

e Ambangan Heights Development
e Cahaya-SPK Development

e Putrajaya STP 2 Module 2

e Al-Falah Community Development
e Petaling Utama Primary School

e Al Raha Gardens Community Retail Centre Development

OIL AND GAS

Nadaprise Sdn Bhd

and its subsidiaries/ jointly controlled entities/ associates undertaking the following
projects:

e Miri Crude Oil Terminal Rejuvenation Phase 2

e Blasting and Painting Works for Gumusut-Kakap FPS Hull

e Helicopter Aviation Services
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CHAIRMAN'’S
STATEMENT

GROUP OVERVIEW

As anticipated, 2009 was a challenging year for
the Group following the advent of the global
financial crisis in September 2008 which saw
extreme costs pressure and significant margin
squeeze on construction projects undertaken by
the Group.

During the year, the Group focussed on
completing its existing contracts while actively
pursuing new quality contracts to increase its
order book. Amidst tough operating conditions,
the Group managed to complete and hand over
the Putrajaya 3C6 project.

On the international front, we are delighted and
proud to announce that our Group has
successfully completed our maiden international
project in Al Reem Island, Abu Dhabi. We have the
honour of our Honourable Prime Minister
witnessing the ceremony for the commencement
of our handing over of the Al Reem Island project.
The successful completion of this maiden project
is indeed a remarkable achievement for
the Group and has put us on a
stronger footing to penetrate the
international market, particularly
the Middle East.

Despite the very challenging business
environment, the Group managed to secure a
major international contract in July 2009, namely
a contract for the execution and completion of
730 villas for Village 4 of Al Falah Community
Development Project in Abu Dhabi, United Arab
Emirates valued at approximately AED950.2
million (equivalent to about RM904.0 million). With
this major contract, our existing order book of
approximately RM1.1 billion should sustain the
Group’s operations for the next 2 years as we
continuously strive to build it further.

Taking cognisance of the need to deliver long-
term value to shareholders, the Group had in late
2008 ventured into the aviation services industry
through its indirect associated company, Awan
Inspirasi Holdings Sdn Bhd and its subsidiaries
(“Awan Inspirasi group”) and secured a long-term
contract from Petronas Carigali Sdn Bhd and
Sarawak Shell Berhad/Sabah Shell Company
Limited Berhad for the provision of offshore
helicopter aviation services to the oil and gas
majors. | am pleased to announce that Awan
Inspirasi group has operated commendably since
inception and reported a profit in its full maiden
year of operation. We are confident that this
business venture will provide the Group with
quality earnings and a source of recurring income
which we believe will propel the Group to the next
phase of earnings growth.

Dear Valued Shareholders,

On behalf of the Board of Directors, | am pleased to present the
Annual Report and Audited Financial Statements of the Company and

the Group for the financial year ended 31 December 2009.
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CHAIRMAN’S
STATEMENT (CONT’D)

Oil and Gas Division

During the year, the Division focussed on
executing its existing projects, namely:

e Miri Crude Oil Terminal Rejuvenation Project
Phase 2 - This contract involves the
procurement, construction and commissioning
of Miri Crude Oil Terminal Rejuvenation Project
— Phase 2 which is being undertaken on a “live
plant”. Initially slated for completion in July
2009, work on this project was temporarily
suspended pending the finalisation of
negotiation for variation order claims with the
client. Pursuant to the recent settlement with
the client, work on this project has resumed in
March 2010. We expect to complete and
handover the project within the agreed
timeframe of 7 months.

e Helicopter Aviation Services — The Awan
Inspirasi group has performed commendably
without incidents since its inception on 1
October 2008. In terms of operational and
safety standards, it has met the stringent
requirements of the Department of Civil
Aviation and passed with flying colours all of
the several operational audits by Shell Aviation
and CHC Helicopters. It is heartening to note
that Awan Inspirasi group’s operation is now
rated as one of the best helicopter aviation
services provider in the South East Asia region.

In February 2009, the group entered into a
sales contract with Eurocopter Malaysia Sdn
Bhd for the purchase of 4 brand new EC225
helicopters in offshore configuration. The first
two helicopters are expected to be delivered by
early 2011 while the third and fourth
helicopters are scheduled to be delivered by
2013. Pending the delivery of its own new
helicopters, the group is leasing the helicopters
from CHC Helicopters.

Plans are also in place for the construction of the
group’s own hangar in Miri costing RM35 million.
Construction of the hangar is expected to
commence in May 2010 and is scheduled for
completion in April 2011.

PROSPECTS FOR 2010

Recovery in the global economy is expected to
remain gradual and uneven in 2010 as economies
emerge from the worst post-World War |l
recession. The advanced economies are expected
to record modest growth given the prevailing high
unemployment, the on-going deleveraging
process and the weak financial systems that
continue to restrain lending activity to the real
sector. The Asian economies are, however,
expected to continue to lead the global recovery
as sources of growth become broad-based,
supported by the further strengthening of
domestic demand and external demand amid
improved intra-regional trade, especially with
China. The Malaysian economy is projected to
grow by 4.5% to 5.5% underpinned by
strengthening domestic demand and improving
external environment.

Though there are signs of recovery — globally,
regionally and domestically, we are cautiously
optimistic of the prospects for the Group for 2010.
However, having put in place a stronger
foundation, we are confident that the Group will
be in a position of strength to weather through
new challenges ahead and to achieve greater
goals set.
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CHAIRMAN'’S
STATEMENT (CONT’D)

As local construction projects are limited, the
Group will focus on construction projects in the
Middle East where the Group has successfully
completed its maiden project in Al Reem Island
and secured a new major contract, namely Al
Falah  Community Development  Project.
Nevertheless, we will continue to pursue quality
projects, both locally and overseas, on a selective
basis to enhance our order book.

We are also excited about the prospects of the
Group’s business in the helicopter aviation
services which we believe will contribute positively
to the future growth of the Group given its steady
revenue stream and immense potential for
expansion.

Barring unforeseen changes to the global and
local operating environment, the Board is
cautiously optimistic that the Group will perform
positively in the coming financial year ending 31
December 2010.

DIVIDEND

The Board of Directors does not recommend the
payment of any dividend for the financial year
ended 31 December 2009.

ACKNOWLEDGEMENT

On behalf of my fellow Board members, | would
like to take this opportunity to thank our valued
shareholders, business associates, customers,
bankers, sub-contractors, suppliers and
regulatory authorities for their unwavering support
to and confidence in our Group.

The Board would also like to thank the
Management and staff of the Group for their hard
work, dedication and commitment throughout this
challenging year. And to my fellow Board
members, | would like to express my sincere
appreciation and thanks for your tireless support,
guidance and invaluable contribution.

2010 will be a year of new challenges and | look
forward to your continued enthusiasm, support
and commitment as we strive to take the Group to
greater heights.
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FINANCIAL
HIGHLIGHTS
FIVE YEAR GROUP FINANCIAL STATISTICS

2009 2008 2007 2006 2005
RM’000 RM’000 RM’000 RM’000 RM’000

Revenue 210,061 208,447 124,521 128,872 130,502
(Loss)/Profit before tax (14,669) (72,681) 16,733 2,287 (96,569)
Income tax expense 1,639 (2,371) (699) (1,871) (6,610)
(Loss)/Profit for the year (13,030) (75,052) 16,034 416 (103,179)
(Loss)/Profit attributable to

equity holders of the Company (13,645) (74,269) 15,583 416 (103,179)
Issued Share Capital 133,944 133,944 133,944 133,944 133,944
Reserves (58,163) (44,291) 29,769 14,256 (4,291)
Minority Interests - 87 550 - -
Total Equity 75,781 89,740 164,263 148,200 129,653
Total Assets 271,900 278,135 224,929 203,490 191,174
Total Liabilities (196,119) (188,395) (60,666) (55,290) (61,521)
(Loss)/Earnings per share (sen) (10.2) (55.5) 11.6 0.3 (77.0)
Gross Dividend per share (sen) - - - - -
Net Tangible Assets per share (RM) 0.43 0.51 1.06 0.97 0.83
Net Assets per share (RM) 0.57 0.67 1.23 1.11 0.97

Segment Reporting
2009 2008 2007 2006 2005
RM’000 RM’000 RM’000 RM’000 RM’000

Revenue
Construction 185,498 87,987 76,484 122,467 124,662
Oil and Gas 24,563 120,460 44,791 - -

Property and Investment Holding -

3,246 6,405 5,840

210,061 208,447 124,521 128,872 130,502

(Loss)/Profit Before Tax

Construction (12,470) (16,936) (560) 2,467 (97,561)
Oil and Gas 2,171 (53,858) (2,566) - -
Property and Investment Holding (4,370) (1,887) 19,859 (180) 992

(14,669) (72,681) 16,733 2,287 (96,569)
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PROFILE OF
BOARD OF DIRECTORS

Gen. Tan Sri Yaacob Bin Mat Zain (R)
Chairman, Non-Independent, Non-Executive Director
Malaysian, Age: 74

Y.Bhg. Gen. Tan Sri Yaacob Bin Mat Zain (R), was appointed to the Board of Directors of SPK-Sentosa
Corporation Berhad on 12 November 1997. He was the Chief of Defence Staff of the Malaysian Armed
Forces, prior to his retirement in June 1993. Among the principal appointments held by him during his
illustrious career in the Armed Forces included that of the Divisional Commander, Director of Military
Intelligence, Chief of Army and subsequently Chief of the Malaysian Armed Forces. Currently, Gen. Tan Sri
Yaacob Bin Mat Zain (R) also serves on the Board of various public and private companies, namely Sharikat
Permodalan Kebangsaan Berhad, Affin Investment Bank Berhad and Mah Sing Group Berhad.

Gen. Tan Sri Yaacob Bin Mat Zain (R) does not have any family relationship with any Director and/or major
shareholder of the Company and has no conflict of interest with the Company. He has no conviction for any
offences within the past 10 years.

Brig. Gen. Dato’ Mohd Hashim Bin Haji Abu (R)
Independent, Non-Executive Director
Malaysian, Age: 64

Y.Bhg. Brig. Gen. Dato’ Mohd Hashim Bin Haji Abu (R) was appointed to the Board of Directors of SPK-
Sentosa Corporation Berhad on 26 March 2002. He was commissioned into the Royal Engineer Regiment
of the Malaysian Armed Forces in 1965 and has attended various courses in various military institutions in
Australia, United States of America and United Kingdom. His last held position prior to his retirement was
Chief Engineer in the Malaysian Armed Forces with the rank of Brigadier General. He currently serves on the
board of Affin Fund Management Berhad.

Brig. Gen. Dato’ Mohd Hashim Bin Haji Abu (R) does not have any family relationship with any Director
and/or major shareholder of the Company and has no conflict of interest with the Company. He has no
conviction for any offences within the past 10 years.

Rear Admiral Dato’ Yaacob Bin Haji Daud (R)
Independent, Non-Executive Director
Malaysian, Age: 67

Y.Bhg. Rear Admiral Dato’ Yaacob Bin Haji Daud (R) was appointed to the Board of Directors of SPK-
Sentosa Corporation Berhad on 9 January 2009. He was the Director of Special Federal Task Force,
National Security Council of the Prime Minister’s Department, prior to his retirement in June 1997. He
graduated from the Britannia Royal Naval College, Dartmouth, England and was commissioned into the
Royal Malaysian Navy in 1964. He has attended various courses in United Kingdom, United States of
America, Netherlands and Australia. Among the principal appointments held by him during his career in the
Navy included that of the Commanding Officer of ships, Director of Operations and Training in the Malaysian
Armed Forces Headquarters, Fleet Operational Commander and Deputy Chief of Navy. He currently serves
on the board of Prima Prai Sdn. Bhd. and Ketengah Perwira Sdn. Bhd.

Rear Admiral Dato’ Yaacob Bin Haji Daud (R) does not have any family relationship with any Director and/or

major shareholder of the Company and has no conflict of interest with the Company. He has no conviction
for any offences within the past 10 years.

SPK-SENTOSA CORPORATION BERHAD (5347-X)
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PROFILE OF
BOARD OF DIRECTORS (CONT’D)

Ir. Dr. Azman Bin Ahmad
Non-Independent, Executive Director
Malaysian, Age: 48

Ir. Dr. Azman Bin Ahmad was appointed to the Board of Directors of SPK-Sentosa Corporation Berhad on
24 February 2003. He is a qualified Civil Engineer, with a Bachelor of Engineering (Hons) Civil Degree from
University of Adelaide, Australia and a Ph.D in Engineering from University of Malaya. He has 27 years of
experience in the corporate and construction industry. He is currently the Executive Vice Chairman of the
board of Sharikat Permodalan Kebangsaan Berhad and is also a director of a few other private companies.

Ir. Dr. Azman Bin Ahmad has a family relationship with one of the Directors of the Company as he is the
brother-in-law to Saiful Aznir Bin Shahabudin and has no conflict of interest with the Company. Ir. Dr. Azman
Bin Ahmad has no conviction for any offences within the past 10 years.

Saiful Aznir Bin Shahabudin
Non-Independent, Executive Director (Managing Director)
Malaysian, Age: 50

Saiful Aznir Bin Shahabudin was appointed to the Board of Directors of SPK-Sentosa Corporation Berhad
on 26 March 2002. He was appointed as Managing Director on 20 May 2004. He qualified as a member of
the American Institute of Certified Public Accountants, and is a member of the Malaysian Institute of
Certified Public Accountants. He holds a Master of Business Administration Degree from the University of
Chicago and a Bachelor of Business Administration Degree from Western Michigan University. Prior to his
appointment, he was the Group Chief Executive Officer of Encorp Group Sdn Bhd. He holds no directorship
in any other listed company.

Saiful Aznir Bin Shahabudin has a family relationship with one of the Directors of the Company as he is the
brother-in- law to Ir. Dr. Azman Bin Ahmad and has no conflict of interest with the Company. He has no
conviction for any offences within the past 10 years.

Krishnan a/l C.K Menon
Independent, Non-Executive Director
Malaysian, Age: 60

Krishnan a/l C.K Menon was appointed to the Board of Directors of SPK-Sentosa Corporation Berhad on
26 March 2002. He is a fellow of the Institute of Chartered Accountants (England and Wales), a Chartered
Accountant (Malaysian Institute of Accountants) and a Certified Public Accountant (Malaysian Institute of
Certified Public Accountants). He currently serves on the Board of MISC Berhad, Scicom (MSC) Berhad, M3
Technologies (Asia) Berhad, Putrajaya Perdana Berhad and UBG Berhad.

Krishnan a/l C.K Menon does not have any family relationship with any Director and/or major shareholder of

the Company and has no conflict of interest with the Company. He has no conviction for any offences within
the past 10 years.
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STATEMENT ON
CORPORATE GOVERNANCE

The Company recognises that maintaining the trust and confidence of shareholders, employees, customers
and other people with whom it interacts and does business, is crucial to the Company’s continued growth and
success.

The Board of Directors thus is committed to direct and manage the Company towards enhancing business
prosperity and corporate accountability with the objective of realising shareholders’ value, whilst taking into
account the interests of other stakeholders.

Accordingly, the Company takes every step to ensure compliance to the principles of good corporate
governance, to adhere to the Malaysian Code on Corporate Governance’s (the “Code”) best practices for
companies and to fulfill the provisions of the Main Market Listing Requirements (the “Listing Requirements”) of
Bursa Malaysia Securities Berhad (“Bursa Securities”).

BOARD OF DIRECTORS
Composition

The Board comprises a non-executive Chairman, a Managing Director, an executive director and three (3) non-
executive directors who are independent.

The Board consists of various professionals from diverse fields such as accountants and engineers and are
persons of calibre and credibility with the necessary skill and experience to effectively discharge the Board’s
stewardship responsibilities in spearheading the Group’s growth and future direction.

The roles of the Chairman and the Managing Director are separate, each with clear division of responsibilities
to ensure a balance of power and authority.

All independent directors are independent of the Management and free from any relationship which could
interfere with their independent judgment.

The profiles of the Directors are as set out on pages 9 to 10.
Duties of Directors

The Board takes full responsibility in ensuring the effective performance of the Group in all areas and guides
the Group in achieving its short and long term objectives, advises and oversees the implementation of
strategies and new business development as well as overseeing the corporate development of the Group.

In furtherance of their duties, the directors have access to the advice and services of the Company Secretary
and to all information within the Company whether as a full Board or in their individual capacity. Where
necessary, the directors engage independent professionals for advice on specialised issues at the Company’s
expense to enable them to discharge their duties with full knowledge of the cause and effect.

Board Meetings

The Board meets regularly at least once in three (3) months and additional meetings will be held as and when
required.

In advance of each Board meeting, the members of the Board are each provided with an agenda and a Board
report containing information relevant to the business of the meeting, including information on major financial,
operational and corporate matters as well as activities and performance of the Company to enable them to
discharge their duties in a proper and effective manner.

The Directors have access to the advice and services of the Company Secretary, who is responsible for

ensuring that Board meeting procedures are followed and that applicable rules and regulations are complied
with.

SPK-SENTOSA CORPORATION BERHAD (5347-X)
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STATEMENT ON
CORPORATE GOVERNANCE (CONT’D)

BOARD OF DIRECTORS (cont’d)

Board Meetings (cont’d)

The Company’s Memorandum and Articles of Association provides for the Chairman to have the casting vote
in the event when an equality of votes arises over an issue in question except in situation where only two (2)

directors (including the Chairman) are present to constitute the quorum.

The Board met six (6) times during the financial year ended 31 December 2009 and details of the attendance
of the directors are set out below:

Details of attendance of Directors at Board Meetings

No. of Board
Directors Meetings Held Attendance

Gen. Tan Sri Yaacob Bin Mat Zain (R)

Brig. Gen. Dato’ Mohd Hashim Bin Haji Abu (R)
Ir. Dr. Azman Bin Ahmad

Saiful Aznir Bin Shahabudin

Krishnan a/I C.K Menon

Rear Admiral Dato’ Yaacob Bin Haji Daud (R)

DO
DU OO O,

Details of place, date and time of Board Meetings

The Board Meetings on 26 February 2009, 23 April 2009, 20 May 2009, 21 August 2009 and 12 November
2009 were held at 13th Floor, Menara MBf, No. 22, Jalan Sultan Ismail, 50250 Kuala Lumpur and the Board
Meeting on 11 June 2009 was held at the Ballroom, Equatorial Hotel, Jalan Sultan Ismail, 50250 Kuala Lumpur.
The date and time of the Board Meetings held were as follows:

Date of Meeting Time
26 February 2009 3.00 p.m.
23 April 2009 10.00 a.m.
20 May 2009 10.00 a.m.
11 June 2009 11.00 a.m.
21 August 2009 10.00 a.m.
12 November 2009 10.00 a.m.

Appointment and Re-election of Directors

Pursuant to Section 129(2) of the Companies Act, 1965, Directors who are of and over the age of seventy (70)
years shall retire at every Annual General Meeting and may offer themselves for re-appointment to hold office
until the next Annual General Meeting.

In accordance with the Company’s Memorandum and Articles of Association, which is in compliance with
Chapter 7 of the Listing Requirements, one-third (1/3) of the Directors shall retire from office at each Annual
General Meeting and they can offer themselves for re-election. Directors who are appointed by the Board are
subject to election by the shareholders at the next Annual General Meeting held following their appointments.

Board Committees

The following committees have been established to assist the Board in the discharge of its duties. Each
committee operates under approved terms of reference or guidelines.

ANNUAL REPORT 2009



STATEMENT ON
CORPORATE GOVERNANCE (CONT’D)

NOMINATION COMMITTEE

The Board has delegated to the Nomination Committee the responsibility for considering the appointment of

Directors, for identifying and selecting potential new Directors and for proposing to the Board, the appointment

of new Directors.

The Nomination Committee meets as and when required but not less than once a year, and is chaired by

Y.Bhg. Brig. Gen. Dato’ Mohd Hashim Bin Haji Abu (R) and its members are Krishnan a/l C.K Menon and Rear

Admiral Dato’ Yaacob Bin Haji Daud (R).

The Nomination Committee has written terms of reference as follows:

= To recommend to the Board of Directors candidates for all directorships to be filled.

< To consider in making its recommendations, candidates for directorships proposed by the Managing
Director and, within the bounds of practicability, by any other senior executive or any Director or
Shareholder.

o To recommend to the Board of Directors the nominee to fill seats or vacancies on Board Committees.

= To review, on an annual basis, the required mix of skills and experience and other qualities, including core
competencies which, non-executive directors should have.

REMUNERATION COMMITTEE

Level and Make-Up of Remuneration

The full Board and/or Remuneration Committee determines the remuneration of each Director. It is the
Remuneration Committee’s duty to ensure that the level of remuneration is sufficient to attract and retain the
Directors needed to run the Company successfully. The Executive Directors play no part in deciding their own

remuneration and the respective Board members abstain from all discussion pertaining to their remuneration.

Directors’ fees are tabled to the Company’s shareholders for approval at the Company’s Annual General
Meeting.

The Remuneration Committee meets as and when required. It is responsible for all aspects of remuneration
and terms and conditions of service of the Directors.

The Remuneration Committee is chaired by Y.Bhg. Gen. Tan Sri Yaacob Bin Mat Zain (R) and its members are
Saiful Aznir Bin Shahabudin and Krishnan a/l C.K Menon.

The Remuneration Committee has written terms of reference as follows:

. To review and assess the remuneration packages of the Directors in all forms, with or without other
independent professional advice or other outside advice.

 To ensure the remuneration be sufficiently attractive and be able to retain directors required to run the
Company and the business successfully.

e To structure the component parts of remuneration so as to link rewards to corporate and individual
performance.

= To recommend to the Board of Directors the remuneration packages of the Directors.
e To actin line with the directions of the Board of Directors.

e To consider and examine such other matters within its authority as the Remuneration Committee
considers appropriate.

SPK-SENTOSA CORPORATION BERHAD (5347-X)
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STATEMENT ON
CORPORATE GOVERNANCE (CONT’D)

REMUNERATION COMMITTEE (cont’d)
Directors’ Remuneration

The breakdown of the remuneration for all the Directors of the Company for the financial year ended
31 December 2009 is as follows:

Non-Executive RM’000

(@) Total Remuneration

Fees 95
Salaries and other emoluments 17
112

Non-Executive

(b)  Number of Directors whose remuneration falls within the band of RM50,000 and below 4

The above disclosure does not include the remuneration of two (2) of the Directors of the Company as these
directors are remunerated as directors of the holding company by the holding company, Sharikat Permodalan
Kebangsaan Berhad.

DIRECTORS’ TRAINING

The Directors have completed the Mandatory Accreditation Programme prescribed by Bursa Securities. To
stay abreast with current issues arising from the ever-changing business environment within which the
Company and Group operate, the Directors are also encourage to attend other professional programmes.
Amongst the training programmes and seminar attended by the Directors in 2009 were:

No. Name Date  Courses Attended
1. Gen. Tan Sri Yaacob 4 August 2009  High Performance Leadership Programme
Bin Mat Zain (R) 13 and 14 August 2009  Financial Institutions Directors’ Education
Programme
2. Brig. Gen. Dato’ Mohd Hashim 4 August 2009  High Performance Leadership Programme
Bin Haji Abu (R) 2 November 2009  Making Sense of the Auditor’s Report and
It’s Impact

4 November 2009  Board Effectiveness: Understanding the
Roles and Functions of the Nominating and
Remuneration Committees

5 November 2009  Risk Management Best Practices

3. Rear Admiral Dato’ Yaacob Bin 4 November 2009  Board Effectiveness: Understanding the
Haji Daud (R) Roles and Functions of the Nominating and
Remuneration Committees
4 November 2009  Board Effectiveness: Redefining the Roles
and Functions of an Independent Director

4. Ir. Dr. Azman Bin Ahmad 29 September 2009  Blue Ocean Strategy
3 October 2009  FIABCI Malaysia Global Summit 2009
7 October 2009  Virtual Lab in Engineering Education
15 October 2009  Implementing Business Plan Strategies

14
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STATEMENT ON
CORPORATE GOVERNANCE (CONT’D)

No. Name Date  Courses Attended

5. Saiful Aznir Bin Shahabudin 6 and 7 July 2009  MAICSA Annual Conference 2009
13 and 14 October 2009  National Accountants Conference 2009

6. Krishnan a/l C.K Menon 21 February 2009  3rd Petronas BAC Forum 2009
24 June 2009  Directors’ Training on:
(1) Representations and Warranties
(2) Cross Border Acquisitions/ Deal
Structuring
14 September 2009  Corporate Governance —
Corporate Integrity
1 October 2009  Risk Action Planning —
The Missing Elements in an ERM Framework
5 October 2009  The Challenges of Implementing FRS 139
4 and 5 November 2009  Corporate Governance Guide —
Towards Boardroom Excellence
16 December 2009  Corporate Governance: Lessons from
Hong Kong

SHAREHOLDERS

The Group recognises the importance of accountability to its shareholders through proper communication with
shareholders. The Group adheres to the disclosure requirements of the Bursa Securities and views the timely
and equal dissemination of information to shareholders as important. The Company reaches out to its
shareholders through its distribution of annual reports.

The Annual General Meeting is the principal forum for dialogue with shareholders. All shareholders are
encouraged to attend the Company’s Annual General Meeting and to participate in the proceedings.
Shareholders’ suggestions received during Annual General Meetings are reviewed and considered for
implementation, wherever possible. Every opportunity is given to the shareholders to ask questions and seek
clarification on the business and performance of the Group.

CORPORATE SOCIAL RESPONSIBILITY

There were no corporate social responsibility activities or practices undertaken by the Company.
ACCOUNTABILITY AND AUDIT

Financial Reporting

The Board aims to present a balanced, clear and meaningful assessment of the Company’s and Group’s
financial positions and prospects in all their reports, to the shareholders, investors and regulatory authorities.
This assessment is primarily provided in the Annual Report through the Chairman’s Statement as well as
through the quarterly announcements.

Internal Control

Information on the Group’s internal control is presented in the Statement on Internal Control set out on page
17.

SPK-SENTOSA CORPORATION BERHAD (5347-X)
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STATEMENT ON
CORPORATE GOVERNANCE (CONT’D)

ACCOUNTABILITY AND AUDIT (cont’d)

Relationship with Auditors

The external auditors report to members of the Company on their findings which are included as part of the
Company’s statutory financial statements. The Company maintains a transparent relationship with its external

auditors in seeking professional advice and ensuring compliance with the accounting standards in Malaysia.

The role of the Audit Committee in relation to the external auditors is set out in the Report on Audit Committee
on pages 19 to 21.

STATEMENT OF COMPLIANCE WITH THE BEST PRACTICES OF THE CODE

The Board considers that it has complied throughout the financial year with the Best Practices as set out in
the Code.

Statement made in accordance with the resolution of the Board of Directors dated 21 April 2010.

Gen. Tan Sri Yaacob Bin Mat Zain (R)
Chairman
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STATEMENT ON
INTERNAL CONTROL

The Board has overall responsibility for the Group’s system of internal control and for reviewing its effectiveness
whilst the role of management is to implement the Board’s policies on risk and control.

The system of internal control is designed to manage rather than eliminate the risk of failure to achieve business
objectives and thus internal controls can only provide reasonable and not absolute assurance against material
misstatement or loss. It is possible that internal control system can be circumvented or overridden. Moreover,
because of changing circumstances and conditions, the effectiveness of internal control system may vary over
time. Hence the system of internal control cannot be expected to eliminate all the risks.

The Board confirms that there is a continuous process for identifying, evaluating and managing significant risks
faced by the Group, which has been in place for the financial year under review and up to date of approval of the
annual report and financial statements. The process is regularly reviewed by the Board and accords with the
guidelines for directors on internal controls, the Statement on Internal Control : Guidance for Directors of Public
Listed Companies.

The Group has a defined delegation of authority with a clear line of responsibility and accountability. It sets out the
decisions that need to be taken and the appropriate approving authority at various levels of management including
matters that require the Board’s approval.

The Group performs regular reviews of business processes to assess the effectiveness and integrity of its internal
control system. To assist the Board in fuffilling its role, the Audit Committee in its advisory capacity is established
with specific terms of reference which include the overseeing and monitoring of the Group’s financial reporting
system and the review of the effectiveness of the Group’s system of internal control periodically. The review covers
the financial, operational and compliance controls as well as risk management.

Statement made in accordance with the resolution of the Board of Directors dated 21 April 2010.

Gen. Tan Sri Yaacob Bin Mat Zain (R)
Chairman

SPK-SENTOSA CORPORATION BERHAD (5347-X)
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STATEMENT OF
DIRECTORS’ RESPONSIBILITY

The Directors are required to prepare financial statements which give a true and fair view of the financial position
of the Group and the Company as at the end of each financial year and of their results and their cash flows for that
year then ended.

The Directors confirm that in preparing the financial statements:

 the Group and the Company have used appropriate accounting policies which are consistently applied;

e reasonable and prudent judgments and estimates were made; and

« all applicable approved accounting standards in Malaysia have been followed.

The Directors further confirm that they are responsible for ensuring that the Company maintains accounting records
that disclose with reasonable accuracy the financial position of the Group and the Company, and which enable

them to ensure that the financial statements comply with the Companies Act, 1965.

The Directors have general responsibilities for taking such steps that are reasonably available to them to safeguard
the assets of the Group, and to prevent and detect fraud and other irregularities.
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REPORT ON
AUDIT COMMITTEE

In line and in compliance with Paragraph 15.16 of the Listing Requirements, the Board is pleased to present
a report on the Audit Committee:

MEMBERSHIP

The Audit Committee comprises three (3) members who are non-executive and independent directors. It is
chaired by Krishnan a/l C.K Menon and its members are Y.Bhg. Brig. Gen. Dato’ Mohd Hashim Bin Haji Abu
(R) and Rear Admiral Dato’ Yaacob Bin Haji Daud (R).

COMPOSITION OF MEMBERS

The Board elects the Audit Committee members from amongst themselves, comprising no fewer than three (3)
directors, where all are non-executive and independent directors.

No alternate director of the Board has been appointed as a member of the Audit Committee.

If a member of the Audit Committee resigns, dies, or for any reason ceases to be a member resulting in non-
compliance to the composition criteria as stated above, the Board will within three (3) months of the event
appoint such number of the new members as may be required to fill the vacancy.

The Chairman of the Audit Committee, elected from amongst the Audit Committee members, is an
independent director approved by the Board of Directors. He is also a member of at least one (1) of the
appointed bodies prescribed in the Listing Requirements.

The Company Secretary is the Secretary to the Audit Committee.

MEETINGS

During the financial year ended 31 December 2009, the members of the Audit Committee met five (5) times,
on 26 February 2009, 23 April 2009, 20 May 2009, 21 August 2009 and 12 November 2009 respectively.

The details of attendance are as follows:

No. of Meetings

Members Attended
Krishnan a/l C.K Menon 5/5
Brig. Gen. Dato’ Mohd Hashim Bin Haji Abu (R) 5/5
Rear Admiral Dato’ Yaacob Bin Haji Daud (R) 5/5

The Audit Committee meetings are scheduled to be conducted at least four (4) times annually, or more
frequently as circumstances dictate. In addition, the Chairman may call for additional meetings at any time at
the Chairman’s discretion.

In the absence of the Chairman, the other independent director will be the Chairman for that meeting.

Representatives of the external auditors may be required to be in attendance at meetings at least twice a year,
without any executive Board members present, where matters relating to the audit of the statutory financial
statements and/or external auditors are to be discussed.

Other directors, officers and employees of the Company and/or Group may be invited to attend, except for
those portions of the meetings where their presence is considered inappropriate, as determined by the Audit
Committee.

Minutes of each meeting shall be kept and distributed to each member of the Audit Committee and also to the

other members of the Board of Directors. The Audit Committee Chairman shall report on each meeting to the
Board of Directors.

SPK-SENTOSA CORPORATION BERHAD (5347-X)
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REPORT ON
AUDIT COMMITTEE (CONT’D)

TERMS OF REFERENCE

The principal objective of the Audit Committee is to assist the Board of Directors in discharging its statutory
duties and responsibilities relating to accounting and reporting practices of the Group specifically in the
following areas:

To review the maintenance and control of an effective accounting system;

To review the Group’s public accountability and compliance with the laws and regulations;

To ensure the adequacy of internal and external audit procedures;

To evaluate the quality and suitability of external auditors, make recommendations concerning their
appointment and remuneration, to consider the nomination and to review any letter of resignation of a

person or persons as external auditors;

To provide liaison between the external auditors, the management and the Board of Directors and also to
review the assistance given by the management to the external auditors;

To review the findings of the internal and external auditors;

To review the quarterly results and annual financial statements before submission to the Board of
Directors;

To review any related party transactions and conflict of interest situation that may arise within the Group
including any transaction, procedure or course of conduct that raises questions of management integrity;

To report its findings on the financial and management performance, and other material matters to the
Board of Directors;

To act in line with the directions of the Board of Directors; and

To consider and examine such other matters as the Audit Committee deems appropriate.

In addition to the duties and responsibilities set out under its Terms of Reference, the Audit Committee also
acts as a forum for discussion of internal issues and contributes to the Board’s review of the effectiveness of
the Group’s internal control and risk management systems. The Audit Committee’s functions will also include
a review of the internal audit functions i.e. its authority, resources and scope of work. It will ensure that no
restrictions are placed on the scope of statutory audits and on the independence of the internal audit functions.

SCOPE OF AUTHORITY

The Audit Committee shall, in accordance with procedures determined/to be determined by the Board of
Directors and at the expense of the Company:

have the authority to investigate any activity within its terms of reference. All employees shall be directed
to co-operate as requested by members of the Audit Committee;

have full and unrestricted access to all information and/or documents required to perform its duties as
well as to the internal and external auditors and senior management of the Company and Group;

obtain other independent professional advice or other advice and to secure the attendance of outsiders
with relevant experience and expertise if it considers necessary;

convene meetings with the external auditors, without the attendance of the executive member of the Audit
Committee, whenever deemed necessary; and

be able to make relevant report when necessary to the relevant authorities if a breach of the Listing
Requirements occurred.
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REPORT ON
AUDIT COMMITTEE (CONT’D)

ACTIVITIES

During the year under review, the Audit Committee met with due notices of meetings issued and with agendas
planned and itemised in order for issues raised to be discussed in a focused and detailed manner.

The reviews of the Group’s quarterly reports were held before the Board meetings at which the reports were
to be approved. The Chairman of the Committee briefed the Board on issues and recommendations of the
Committee thereon during the Board meetings.

The Committee had also met with the external auditors and discussed the audit of the Company and the
Group. In a meeting held subsequent to the financial year, the Committee reviewed the draft audited financial
statements of the Company and the Group for the financial year ended 31 December 2009. The financial
statements had been authorised for issue by the Board in accordance with a resolution of Directors on 21 April
2010.

The Committee carried out reviews on related party transactions within the Company and the Group and also
considered and deliberated on issues arising from the Listing Requirements.

The Company did not establish any employees share option scheme during the year under review. Thus, no
review being conducted by the Audit Committee for the allocation of options during the year.

INTERNAL AUDIT FUNCTION

The Audit Committee is aware of the fact that an independent and adequately resourced internal audit
department is essential to assist in obtaining the assurance it requires regarding the effectiveness of the
system of internal control. The internal audit function of the Group is outsourced to a firm of qualified
professionals. The role of the internal audit function is to provide independent and objective reports on the
organisation’s management, records, accounting policies and controls to the Board. The internal audits will
include evaluation of the processes by which significant risks are identified, assessed and managed and
ensuring that instituted controls are appropriate and effectively applied and that risk exposures are consistent
with the Company’s risk management policy.

SPK-SENTOSA CORPORATION BERHAD (5347-X)
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DIRECTORS’
REPORT

The directors hereby present their report together with the audited financial statements of the Group and of the Company
for the financial year ended 31 December 2009.

PRINCIPAL ACTIVITIES

The principal activities of the Company are investment holding and the provision of management services to the
subsidiaries.

The principal activities of the subsidiaries are as disclosed in Note 14 to the financial statements.
There have been no significant changes in the nature of these principal activities during the financial year.
RESULTS

Group Company
RM’000 RM’000

Loss for the year, attributable to:

Equity holders of the Company (13,645) (40,941)
Minority interests 615 -
(13,030) (40,941)

There were no material transfers to or from reserves or provisions during the financial year.

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

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

Gen. (R) Tan Sri Yaacob Bin Mat Zain

Brig. Gen. (R) Dato’ Mohd Hashim Bin Haji Abu
Rear Admiral (R) Dato’ Yaacob Bin Haji Daud

Ir. Dr. Azman Bin Ahmad

Saiful Aznir Bin Shahabudin

Krishnan a/l C.K Menon

DIRECTORS’ BENEFITS

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

Since the end of the previous financial year, no director has received or become entitled to receive a benefit (other than benefits
included in the aggregate amount of emoluments received or due and receivable by the directors as disclosed in Note 8 to
the financial statements) by reason of a contract made by the Company or a related corporation with any director or with a
firm of which he is a member, or with a company in which he has a substantial financial interest, except as disclosed in Note
31 to the financial statements.

23
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DIRECTORS’
REPORT (CONT’D)

DIRECTORS' INTERESTS

According to the register of directors’ shareholdings, the interests of directors in office at the end of the financial year in
shares in related corporations during the financial year were as follows:

Number of Ordinary Shares of RM1 Each

1 January 31 December
2009 Acquired Sold 2009
Holding Company -
Sharikat Permodalan Kebangsaan Berhad
Gen. (R) Tan Sri Yaacob Bin Mat Zain
— direct 1,000 - - 1,000
Ir. Dr. Azman Bin Ahmad
— direct 1,000 - - 1,000
Saiful Aznir Bin Shahabudin
— direct 1,000 - - 1,000
— indirect 18,873,027 - - 18,873,027
Fellow Subsidiary -
Sunshine Bonus Sdn. Bhd.
Ir. Dr. Azman Bin Ahmad
— direct 49,999 - - 49,999

By virtue of his interests in shares in Sharikat Permodalan Kebangsaan Berhad, Saiful Aznir bin Shahabudin is also
deemed interested in shares of the Company and all the Company's subsidiaries to the extent the holding company has
an interest.

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

EMPLOYEE SHARE OPTIONS SCHEME

The SPK-Sentosa Corporation Berhad Employee Share Options Scheme (“ESOS”) is governed by the by-laws approved
by the shareholders at an Extraordinary General Meeting held on 20 May 2004. The ESOS was implemented on 28 June
2004 and is to be in force for a period of 5 years from the date of implementation. The ESOS expired on 27 June 2009
and has not been extended.

OTHER STATUTORY INFORMATION

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

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

(i) to ensure that any current assets which were unlikely to realise their values as shown in the accounting records

in the ordinary course of business had been written down to an amount which they might be expected so to
realise.
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DIRECTORS’
REPORT (CONT’D)

OTHER STATUTORY INFORMATION (cont’d)
(b) At the date of this report, the directors are not aware of any circumstances which would render:

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

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

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

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

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

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

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

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

(i) no item, transaction or event of a material and unusual nature has arisen in the interval between the end of the
financial year and the date of this report which is likely to affect substantially the results of the operations of the
Group or of the Company for the financial year in which this report is made.

SIGNIFICANT AND SUBSEQUENT EVENTS
Significant and subsequent events are disclosed in Note 34 to the financial statements.

AUDITORS

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

Signed on behalf of the Board in accordance with a resolution of the directors dated 21 April 2010.

GEN. (R) TAN SRI YAACOB BIN MAT ZAIN SAIFUL AZNIR BIN SHAHABUDIN
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STATEMENT
BY DIRECTORS
PURSUANT TO SECTION 169(15) OF THE COMPANIES ACT 1965

We, GEN. (R) TAN SRI YAACOB BIN MAT ZAIN and SAIFUL AZNIR BIN SHAHABUDIN, being two of the directors of SPK-
SENTOSA CORPORATION BERHAD, do hereby state that, in the opinion of the directors, the accompanying financial
statements set out on pages 29 to 81 are drawn up in accordance with the provisions of the Companies Act 1965 and
Financial Reporting Standards in Malaysia so as to give a true and fair view of the financial position of the Group and of
the Company as at 31 December 2009 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 21 April 2010.

GEN. (R) TAN SRI YAACOB BIN MAT ZAIN SAIFUL AZNIR BIN SHAHABUDIN

STATUTORY
DECLARATION

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

I, SAIFUL AZNIR BIN SHAHABUDIN, being the director primarily responsible for the financial management of
SPK-SENTOSA CORPORATION BERHAD, do solemnly and sincerely declare that the accompanying financial statements
set out on pages 29 to 81 are in my opinion correct, and | make this solemn declaration conscientiously believing the
same to be true and by virtue of the provisions of the Statutory Declarations Act, 1960.

Subscribed and solemnly declared by

the abovenamed SAIFUL AZNIR BIN

SHAHABUDIN at Kuala Lumpur in the

Federal Territory on 21 April 2010 SAIFUL AZNIR BIN SHAHABUDIN

Before me,

Mohd. Radzi Bin Yasin
Commissioner for Oaths
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INDEPENDENT
AUDITORS’ REPORT
TO THE MEMBERS OF SPK-SENTOSA CORPORATION BERHAD (INCORPORATED IN MALAYSIA)

Report on the financial statements

We have audited the financial statements of SPK-SENTOSA CORPORATION BERHAD, which comprise the balance
sheets as at 31 December 2009 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 29 to 81.

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 these financial statements based on our audit. We conducted our audit in
accordance with approved standards on auditing in Malaysia. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance whether the financial statements are free
from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on our judgment, including the assessment of risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, we consider
internal control relevant to the Company’s preparation and fair presentation of the financial statements in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control. An audit also includes evaluating the appropriateness of the accounting
policies used and the reasonableness of accounting estimates made by the directors, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion
In our opinion, the financial statements have been properly drawn up in accordance with Financial Reporting Standards

and the Companies Act 1965 in Malaysia so as to give a true and fair view of the financial position of the Group and of
the Company as at 31 December 2009 and of their financial performance and cash flows for the year then ended.

SPK-SENTOSA CORPORATION BERHAD (5347-X)
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INDEPENDENT
AUDITORS’ REPORT (CONT’D)
TO THE MEMBERS OF SPK-SENTOSA CORPORATION BERHAD (INCORPORATED IN MALAYSIA)

Report on other legal and regulatory requirements
In accordance with the requirements of the Companies Act 1965 in Malaysia, we also report the following:

(@ In our opinion, the accounting and other records and the registers required by the Act to be kept by the Company
and its subsidiaries have been properly kept in accordance with the provisions of the Act.

(b) 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.

(c) 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.

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 Habibah Bte Abdul
AF: 0039 No. 1210/05/10(J)
Chartered Accountants Chartered Accountant

Kuala Lumpur, Malaysia
26 April 2010
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INCOME
STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2009

Group Company
2009 2008 2009 2008
Note RM’000 RM’000 RM’000 RM’000
Revenue 3 210,061 208,447 56,160 720
Other income 4 779 9,800 6,119 3,217
Construction contract costs (195,667) (246,567) - -
Cost of goods sold (4,264) (3,960) - -
Cost of services rendered (89) (7,994) - -
Administrative expenses (9,519) (13,919) (1,345) (1,876)
Other expenses (13,783) (1,147) (102,457) (340)
Operating (loss)/profit (12,482) (55,340) (41,523) 1,721
Finance costs 5 (13) (2) - -
Share of profit of associates 3,055 - - -
Share of loss of jointly controlled entities (5,229) (17,339) - -
(Loss)/profit before tax 6 (14,669) (72,681) (41,523) 1,721
Income tax expense 9 1,639 (2,371) 582 (539)
(Loss)/profit for the year (13,030) (75,052) (40,941) 1,182
Attributable to:
Equity holders of the Company (13,645) (74,269) (40,941) 1,182
Minority interests 615 (783) - -
(13,030) (75,052) (40,941) 1,182
Basic loss per share attributable
to equity holders of the
Company (sen) 10 (10.19) (55.45)

The accompanying notes form an integral part of the financial statements.
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BALANCE
SHEETS
AS AT 31 DECEMBER 2009

Group Company
2009 2008 2009 2008
Note RM’000 RM’000 RM’000 RM’000
ASSETS
Non-current assets
Plant and equipment 11 1,787 2,667 3 5
Prepaid land lease payments 12 1,485 1,507 1,485 1,507
Goodwill 13 18,500 21,316 - -
Investments in subsidiaries 14 - - 74,465 115,352
Investments in jointly controlled entities 15 3,000 2,780 - -
Investments in associates 16 22,571 - - -
47,343 28,270 75,953 116,864
Current assets
Trade and other receivables 18 193,420 189,561 31,158 104,011
Cash and bank balances 20 31,137 58,484 163 497
224,557 248,045 31,321 104,508
Assets of disposal group classified as held for sale 14 - 1,820 - -
224,557 249,865 31,321 104,508
TOTAL ASSETS 271,900 278,135 107,274 221,372
EQUITY AND LIABILITIES
Equity attributable to equity holders of the Company
Share capital 26 133,944 133,944 133,944 133,944
Share premium 26 51,380 51,380 51,380 51,380
Foreign currency translation reserve 27 (88) 139 - -
Accumulated losses (109,455) (95,810) (108,575) (67,634)
75,781 89,653 76,749 117,690
Minority interests - 87 - -
Total equity 75,781 89,740 76,749 117,690
Non-current liabilities
Borrowings 22 381 - - -
Deferred revenue 24 391 448 391 448
Deferred tax liabilities 17 - 18 - -
772 466 391 448
Current liabilities
Provisions 21 8,224 - 224 -
Borrowings 22 104,567 33,941 - -
Trade and other payables 25 82,556 151,502 29,910 103,234
Current tax payable - 1,663 - -
195,347 187,106 30,134 103,234
Liabilities directly associated with assets classified as
held for sale 14 - 823 - -
195,347 187,929 30,134 103,234
Total liabilities 196,119 188,395 30,525 103,682
TOTAL EQUITY AND LIABILITIES 271,900 278,135 107,274 221,372

The accompanying notes form an integral part of the financial statements.
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CONSOLIDATED STATEMENT
OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2009

Minority Total
<— Attributable to Equity Holders ————————> Interests Equity
~<— Non-Distributable —>
Foreign
Currency
Share Share  Translation Accumulated
Capital Premium Reserve Losses Total
(Note 26) (Note 26) (Note 27)
RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
At 1 January 2008 133,944 51,380 (70) (21,541) 163,713 550 164,263
Loss for the year - - - (74,269) (74,269) (783) (75,052)
Acquisition of subsidiaries - - - - - 149 149
Foreign currency translation:
— Group - - 155 - 155 171 326
— Jointly controlled entity - - 54 - 54 - 54
At 31 December 2008 133,944 51,380 139 (95,810) 89,653 87 89,740
At 1 January 2009 133,944 51,380 139 (95,810) 89,653 87 89,740
Loss for the year - - - (13,645) (13,645) 615 (13,030)
Disposal of subsidiary
(Note 14(c)(iii)) - - - - - (475) (475)
Dilution of interest from
a subsidiary to
an associate (Note 34(b)) - - (155) - (155) (155) (310)
Foreign currency translation:
— Associate - - (72) - (72) (72) (144)
At 31 December 2009 133,944 51,380 (88) (109,455) 75,781 - 75,781

The accompanying notes form an integral part of the financial statements.
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COMPANY STATEMENT OF
CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2009

Non-

Distributable
Share Share Accumulated Total
Capital Premium Losses Equity

(Note 26) (Note 26)
RM’000 RM’000 RM’000 RM’000
At 1 January 2008 133,944 51,380 (68,816) 116,508
Profit for the year - - 1,182 1,182
At 31 December 2008 133,944 51,380 (67,634) 117,690
At 1 January 2009 133,944 51,380 (67,634) 117,690
Loss for the year - - (40,941) (40,941)
At 31 December 2009 133,944 51,380 (108,575) 76,749

The accompanying notes form an integral part of the financial statements.
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CONSOLIDATED
CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2009

2009 2008
Note RM’000 RM’000
CASH FLOWS FROM OPERATING ACTIVITIES
Loss before tax (14,669) (72,681)
Adjustments for:
Amortisation of prepaid land lease payments 6 22 22
Provisions 6 8,224 -
Impairment of goodwiill 6 2,816 702
Discount on acquisition 6 - 4)
Bad debts written off 6 29 26
Provision for doubtful debts 6 2,145 -
Depreciation of plant and equipment 6 594 437
Reversal of provision for doubtful debts 4 9) (127)
Reversal of overaccrual of costs 4 (128) (615)
Deferred revenue earned 4 (57) (57)
Interest expense 5 13 2
Interest income 4 (545) (1,909)
Share of profit of associates (3,055) -
Share of loss of jointly controlled entities 5,229 17,339
Loss on disposal of a subsidiary 6 94 -
Plant and equipment written off 6 480 338
Operating profit/(loss) before working capital changes 1,183 (56,527)
Increase in receivables (681) (34,984)
(Decrease)/increase in payables (72,537) 29,047
Cash used in operations (72,035) (62,464)
Interest paid (5,906) (2,346)
Taxes (paid)/refunded (712) 875
Net cash used in operating activities (78,653) (63,935)
CASH FLOWS FROM INVESTING ACTIVITIES
Interest received 651 2,266
Purchase of plant and equipment 11 (126) (1,236)
Advances to jointly controlled entities (550) (1,890)
Repayment of advances by jointly controlled entities 872 -
Subscription of shares in jointly controlled entities (918) (1,256)
Subscription of shares in an associate (19,949 -
Net cash inflow arising from acquisition of subsidiaries 14(b) - 7,590
Net cash inflow arising from disposal of a subsidiary 14(c)(ii) 384 -
Accretion of interest in the net assets of subsidiaries acquired - (143)
Dilution of interest in the net assets of a subsidiary 34 724 -
Net cash (used in)/generated from investing activities (18,912) 5,331
CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of hire purchase financing (328) (21)
Drawdown of short term borrowings 69,537 27,505
Net cash generated from financing activities 69,209 27,484
NET DECREASE IN CASH AND CASH EQUIVALENTS (28,356) (31,120)
CASH AND CASH EQUIVALENTS AT BEGINNING OF FINANCIAL YEAR 58,567 89,687
CASH AND CASH EQUIVALENTS AT END OF FINANCIAL YEAR 20 30,211 58,567

The accompanying notes form an integral part of the financial statements.
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COMPANY
CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2009

2009 2008
Note RM’000 RM’000
CASH FLOWS FROM OPERATING ACTIVITIES
(Loss)/profit before tax (41,523) 1,721
Adjustments for:
Amortisation of prepaid land lease payments 6 22 22
Provisions 6 224 -
Impairment of investments in subsidiaries 6 40,887 -
Depreciation of plant and equipment 6 2 42
Deferred revenue earned 4 (57) (57)
Dividend income 3 (55,800) -
Interest income 4 (6,062) (3,160)
Plant and equipment written off 6 - 337
Bad debts written off 6 - 2
Provision for doubtful debts 6 61,345 -
Operating loss before working capital changes (962) (1,093)
Decrease/(increase) in receivables 18,402 (36,782)
(Decrease)/increase in payables (17,524) 37,823
Cash used in operations (84) (52)
Taxes paid (254) (447)
Net cash used in operating activities (338) (499)
CASH FLOW FROM INVESTING ACTIVITY
Interest received, representing net cash generated from investing activity 4 140
NET DECREASE IN CASH AND CASH EQUIVALENTS (334) (359)
CASH AND CASH EQUIVALENTS AT BEGINNING OF FINANCIAL YEAR 497 856
CASH AND CASH EQUIVALENTS AT END OF FINANCIAL YEAR 20 163 497

The accompanying notes form an integral part of the financial statements.
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NOTES TO THE
FINANCIAL STATEMENTS
31 DECEMBER 2009

1. CORPORATE INFORMATION

The Company is a public limited liability company, incorporated and domiciled in Malaysia, and is listed on the Main
Board of Bursa Malaysia Securities. The registered office of the Company is located at 12th Floor, Menara Perak,
No. 24, Jalan Perak, 50450 Kuala Lumpur.

The holding and ultimate holding company is Sharikat Permodalan Kebangsaan Berhad, which is incorporated in
Malaysia and produces financial statements available for public use.

The principal activities of the Company are investment holding and the provision of management services to the
subsidiaries. The principal activities of the subsidiaries are as disclosed in Note 14. There have been no significant
changes in the nature of these principal activities during the financial year.

The financial statements were authorised for issue by the Board of Directors in accordance with a resolution of the
directors on 21 April 2010.

2.  SIGNIFICANT ACCOUNTING POLICIES
2.1 Basis of Preparation

The financial statements comply with the provisions of the Companies Act 1965 and Financial Reporting
Standards (“FRSs”) in Malaysia.

The financial statements of the Group and of the Company have also been prepared on a historical basis.

The financial statements are presented in Ringgit Malaysia (RM) and all values are rounded to the nearest
thousand (RM’000).

2.2 Summary of Significant Accounting Policies
(a) Subsidiaries and Basis of Consolidation

()  Subsidiaries
Subsidiaries are entities over which the Group has the ability to control 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.

In the Company’s separate financial statements, investments in subsidiaries are stated at cost less
impairment losses. On disposal of such investments, the difference between net disposal proceeds
and their carrying amounts is included in profit or loss.

(i) Basis of Consolidation
The consolidated financial statements comprise the financial statements of the Company and its
subsidiaries as at the balance sheet date. The financial statements of the subsidiaries are prepared
for the same reporting date as the Company.

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. In preparing the
consolidated financial statements, intragroup balances, transactions and unrealised gains or losses
are eliminated in full. Uniform accounting policies are adopted in the consolidated financial statements
for like transactions and events in similar circumstances.
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2.

NOTES TO THE
FINANCIAL STATEMENTS (CONT’D)
31 DECEMBER 2009

SIGNIFICANT ACCOUNTING POLICIES (cont’d)

2.2 Summary of Significant Accounting Policies (cont’d)

(@)

(b)

Subsidiaries and Basis of Consolidation (cont’d)

(i) Basis of Consolidation (cont’d)
Acquisitions of subsidiaries are accounted for using the purchase method. The purchase 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. 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.

Any excess of the cost of the acquisition over the Group’s interest in the net fair value of the
identifiable assets, liabilities and contingent liabilities represents goodwiill.

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 profit or loss.

Minority interests represent the portion of profit or loss and net assets in subsidiaries not held by the
Group. It is measured at the minorities’ share of the fair value of the subsidiaries’ identifiable assets
and liabilities at the acquisition date and the minorities’ share of changes in the subsidiaries’ equity
since then.

Associates

Associates are entities in which the Group has significant influence and that is neither a subsidiary nor an
interest in a joint venture. 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, the investment in associate is carried in the consolidated
balance sheet at cost adjusted for post-acquisition changes in the Group’s share of net assets of the
associate. The Group’s share of the net profit or loss of the associate is recognised in the consolidated
profit or loss. Where there has been a change recognised directly in the equity of the associate, the Group
recognises its share of such changes.

In applying the equity method, unrealised gains and losses on transactions between the Group and the
associate are eliminated to the extent of the Group’s interest in the associate. After application of the
equity method, the Group determines whether it is necessary to recognise any additional impairment loss
with respect to the Group’s net investment in the associate. The associate is equity accounted for from
the date the Group obtains significant influence until the date the Group ceases to have significant
influence over the associate.

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 the investment is excluded from the carrying amount of the investment
and is instead included as income 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 the associate, including
any long-term interests 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.
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NOTES TO THE
FINANCIAL STATEMENTS (CONT’D)
31 DECEMBER 2009

2.

SIGNIFICANT ACCOUNTING POLICIES (cont’d)

2.2 Summary of Significant Accounting Policies (cont’d)

(b)

Associates (cont’d)

The most recent available audited financial statements of the associates are used by the Group in applying
the equity method. Where the dates of the audited financial statements used are not coterminous with
those of the Group, the share of results is arrived at from the last audited financial statements available
and management financial statements to the end of the accounting period. Uniform accounting polices
are adopted for like transactions and events in similar circumstances.

In the Company’s separate financial statements, investments in associates are stated at cost less
impairment losses.

On disposal of such investments, the difference between net disposal proceeds and their carrying
amounts is included in profit or loss.

Jointly Controlled Entities

The Group has interests in joint ventures which are jointly controlled entities. A joint venture is a contractual
arrangement whereby two or more parties undertake an economic activity that is subject to joint control,
and a jointly controlled entity is a joint venture that involves the establishment of a separate entity in which
each venturer has an interest.

Investments in jointly controlled entities are accounted for in the consolidated financial statements using
the equity method of accounting as described in Note 2.2(b).

In the Company’s separate financial statements, investments in 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 included in profit or loss.

Goodwill

Goodwill acquired in a business combination is initially measured at cost being the excess of the cost of
business combination over the Group’s interest in the net fair value of the identifiable assets, liabilities and
contingent liabilities. Following the initial recognition, goodwill is measured at cost less any accumulated
impairment losses. Goodwill is not amortised but instead, it is reviewed for impairment, annually or more
frequently if events or changes in circumstances indicate that the carrying value may be impaired. Gains
and losses on the disposal of an entity include the carrying amount of goodwill relating to the entity sold.

Plant and Equipment and Depreciation

All items of 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, plant and equipment are stated at cost less accumulated depreciation and any
accumulated impairment losses.
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2.

NOTES TO THE
FINANCIAL STATEMENTS (CONT’D)
31 DECEMBER 2009

SIGNIFICANT ACCOUNTING POLICIES (cont’d)

2.2 Summary of Significant Accounting Policies (cont’d)

(e)

Plant and Equipment and Depreciation (cont’d)

Depreciation of 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:

Motor vehicles 20%
Office equipment and computers 10% - 25%
Renovations, furniture and fittings 10% - 20%

The residual values, useful life and depreciation method 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 plant and
equipment.

An item of 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.

Construction Contracts

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

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

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

When the total of costs incurred on construction contracts plus recognised profits (less recognised
losses), exceed 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.

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. In principle, deferred tax liabilities are recognised
for all taxable temporary differences and deferred tax assets are recognised for all deductible temporary
differences, unused tax losses and unused tax credits to the extent that it is probable that taxable profit
will be available against which the deductible temporary differences, unused tax losses and unused 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.
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NOTES TO THE
FINANCIAL STATEMENTS (CONT’D)
31 DECEMBER 2009

2.

SIGNIFICANT ACCOUNTING POLICIES (cont’d)

2.2 Summary of Significant Accounting Policies (cont’d)

(9)

Income Tax (cont’d)

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 as income or an expense and included in the profit or loss for the
period, 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.

Leases

(i)

(i

(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.

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 consistent with that for depreciable plant and equipment
as described in Note 2.2(e).

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, the up-front payments made represent prepaid lease payments and are
amortised on a straight-line basis over the lease term.
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2.

NOTES TO THE
FINANCIAL STATEMENTS (CONT’D)
31 DECEMBER 2009

SIGNIFICANT ACCOUNTING POLICIES (cont’d)

2.2 Summary of Significant Accounting Policies (cont’d)

()

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.

Revenue Recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group
and the revenue can be reliably measured. The following specific recognition criteria must also be met
before revenue is recognised:

(vi)

Construction Contracts
Revenue from construction contracts is accounted for by the stage of completion method as
described in Note 2.2(f).

Sale of Goods

Revenue is recognised net of sales taxes and upon transfer of significant risks and rewards of
ownership to the buyer. Revenue is not recognised to the extent where there are significant
uncertainties regarding recovery of the consideration due, associated costs or the possible return of
goods.

Revenue from Services
Revenue is recognised when services are rendered.

Interest Income
Interest income is recognised on an accrual basis using the effective interest method.

Dividend Income
Dividend income is recognised when the right to receive payment is established.

Management Fees
Management fees are recognised when services are rendered.

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. 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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NOTES TO THE
FINANCIAL STATEMENTS (CONT’D)
31 DECEMBER 2009

2.

SIGNIFICANT ACCOUNTING POLICIES (cont’d)

2.2 Summary of Significant Accounting Policies (cont’d)

(k)

Employee Benefits (cont’d)

(i)  Defined Contribution Plans
Defined contribution plans are post-employment benefit plans under which the Group pays fixed
contributions 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. Such contributions are
recognised as an expense in the profit or loss as incurred. As required by law, companies in Malaysia
make such contributions to the Employees Provident Fund (“EPF”).

(i) Share-based Compensation
The SPK-Sentosa Corporation Berhad Share Options Scheme (“ESOS”), an equity-settled, share-
based compensation plan, allows the Group’s employees to acquire ordinary shares of the Company.
The total fair value of share options granted to employees is recognised as an employee cost with a
corresponding increase in the share option reserve within equity over the vesting period and taking
into account the probability that the options will vest. The fair value of share options is measured at
grant date, taking into account, if any, the market vesting conditions upon which the options were
granted but excluding the impact of any non-market vesting conditions. Non-market vesting
conditions are included in assumptions about the number of options that are expected to become
exercisable on vesting date.

At each balance sheet date, the Group revises its estimates of the number of options that are
expected to become exercisable on vesting date. It recognises the impact of the revision of original
estimates, if any, in the profit or loss, and a corresponding adjustment to equity over the remaining
vesting period. The equity amount is recognised in the share option reserve until the option is
exercised, upon which it will be transferred to share premium, or until the option expires, upon which
it will be transferred directly to retained earnings.

The proceeds received net of any directly attributable transaction costs are credited to equity when
the options are exercised.

Impairment of Non-financial Assets

The carrying amounts of assets, other than construction contract assets and deferred tax assets, 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 goodwill, the recoverable amount is estimated at each balance sheet date or more frequently when
indicators of impairment are identified.

For the purpose of impairment testing of goodwill, 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.
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2.

NOTES TO THE
FINANCIAL STATEMENTS (CONT’D)
31 DECEMBER 2009

SIGNIFICANT ACCOUNTING POLICIES (cont’d)

2.2 Summary of Significant Accounting Policies (cont’d)

()

Impairment of Non-financial Assets (cont’d)

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.

An impairment loss is recognised in profit or loss in the period in which it arises.

Impairment loss on goodwill is not reversed in a subsequent period. 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.

Disposal Groups Held for Sale

Disposal groups 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 disposal group 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 all the assets and liabilities in a
disposal group is brought up-to-date in accordance with applicable FRSs. Then, on initial classification as
held for sale, disposal groups 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.

Provisions

Provisions 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 risks
specific to the liability. Where discounting is used, the increase in the provision due to the passage of time
is recognised as finance cost.

Foreign Currencies

()  Functional and Presentation Currency
The individual financial statements of each entity in the Group are measured using the currency of the
primary economic investment 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.
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2.

SIGNIFICANT ACCOUNTING POLICIES (cont’d)

2.2 Summary of Significant Accounting Policies (cont’d)

(0)

(P)

Foreign Currencies (cont’d)

(i

(i)

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 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. These are initially taken
directly to the foreign currency translation reserve within equity until the disposal of the foreign
operation, at which time they are recognised in profit or loss. Exchange differences arising on
monetary items that form part of the Group’s net investment in foreign operation are recognised in
profit or loss in the Company’s separate 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.

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:

. Assets and liabilities for balance sheet presented are translated at the closing rate prevailing
at the balance sheet date;

. Income and expenses for income statement are translated at average exchange rates for the
year, which approximate the exchange rates at the dates of the transactions; and

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

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.
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2.

NOTES TO THE
FINANCIAL STATEMENTS (CONT’D)
31 DECEMBER 2009

SIGNIFICANT ACCOUNTING POLICIES (cont’d)
2.2 Summary of Significant Accounting Policies (cont’d)
(p) Financial Instruments (cont’d)

()  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 overdraft.

(i) Trade Receivables
Trade 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.

(i) Trade Payables
Trade payables are stated at the fair value of the consideration to be paid in the future for goods and
services received.

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

(v) EqQuity 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.

The consideration paid, including attributable transaction costs on repurchased ordinary shares of the
Company that have not been cancelled, are classified as treasury shares and presented as a
deduction from equity. No gain or loss is recognised in profit or loss on the sale, re-issuance or
cancellation of treasury shares. When treasury shares are reissued by resale, the difference between
the sales consideration and the carrying amount is recognised in equity.

2.3 Standards and Interpretations Issued but Not Yet Effective

At the date of authorisation of these financial statements, the following new FRSs 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 1 July 2009

FRS 8: Operating Segments
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FINANCIAL STATEMENTS (CONT’D)

31 DECEMBER 2009

2. SIGNIFICANT ACCOUNTING POLICIES (cont’d)

2.3 Standards and Interpretations Issued but Not Yet Effective (cont’d)

Effective for financial periods beginning on or after 1 January 2010

FRS 4:

FRS 7:

FRS 101:

FRS 123:

FRS 139:
Amendments to FRS 1:

Amendments to FRS 2:
Amendments to FRS 132:
Amendments to FRS 139:

Insurance Contracts

Financial Instruments: Disclosures

Presentation of Financial Statements (revised)

Borrowing Costs

Financial Instruments: Recognition and Measurement

First-time Adoption of Financial Reporting Standards and FRS 127: Consolidated
and Separate Financial Statements: Cost of an Investment in a Subsidiary, Jointly
Controlled Entity or Associate

Share-based Payment — Vesting Conditions and Cancellations

Financial Instruments: Presentation

Financial Instruments: Recognition and Measurement, FRS 7: Financial Instruments:
Disclosures and IC Interpretation 9: Reassessment of Embedded Derivatives

Amendments to FRSs ‘Improvements to FRSs (2009)’

IC Interpretation 9:

IC Interpretation 10:
IC Interpretation 11:
IC Interpretation 13:
IC Interpretation 14:

IC Interpretation 201:
TR i-3:

Reassessment of Embedded Derivatives

Interim Financial Reporting and Impairment

FRS 2 — Group and Treasury Share Transactions

Customer Loyalty Programmes

FRS 119 - The Limit on a Defined Benefit Asset, Minimum Funding Requirements
and Their Interaction

Preliminary and Pre-Operating Expenses

Presentation of Financial Statements of Islamic Financial Institutions

Effective for financial periods beginning on or after 1 March 2010

Amendments to FRS 132:

Financial Instruments: Presentation

Effective for financial periods beginning on or after 1 July 2010

FRS 1:

FRS 3:

FRS 127:

Amendments to FRS 2:

Amendments to FRS 5:

Amendments to FRS 138:

Amendments to IC
Interpretation 9:

IC Interpretation 12:

IC Interpretation 15:

IC Interpretation 16:

IC Interpretation 17:

First-time Adoption of Financial Reporting Standards

Business Combinations (revised)

Consolidated and Separate Financial Statements (amended)
Share-based Payment

Non-current Assets Held for Sale and Discontinued Operations
Intangible Assets

Reassessment of Embedded Derivatives

Service Concession Arrangements

Agreements for the Construction of Real Estate
Hedges of a Net Investment in a Foreign Operation
Distributions of Non-cash Assets to Owners

Effective for financial periods beginning on or after 1 January 2011

Limited Exemption from Comparative FRS 7 Disclosures for First-time Adopters (Amendments to FRS 1)
Improving Disclosures about Financial Instruments (Amendments to FRS 7)

The Group and the Company plan to adopt the above pronouncements when they become effective in the

respective financial periods.
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2. SIGNIFICANT ACCOUNTING POLICIES (cont’d)
2.3 Standards and Interpretations Issued but Not Yet Effective (cont’d)

The new FRSs, Amendments to FRSs and Interpretations above are expected to have no significant impact on the
financial statements of the Group and the Company upon their initial application except for the following:

FRS 3: Business Combinations (revised) and FRS 127: Consolidated and Separate Financial Statements
(amended)

FRS 3 (revised) introduces a number of changes to the accounting for business combinations occurring on or after
1 July 2010. These include changes that affect the valuation of non-controlling interest, the accounting for
transaction costs, the initial recognition and subsequent measurement of a contingent consideration and business
combinations achieved in stages. These changes will impact the amount of goodwill recognised, the reported
results in the period that an acquisition occurs and future reported results.

FRS 127 (amended) requires that a change in the ownership interest of a subsidiary (without loss of control) is
accounted for as a transaction with owners in their capacity as owners and to be recorded in equity. Therefore, such
transaction will no longer give rise to goodwill, nor will it give rise to a gain or loss. Furthermore, the amended
Standard changes the accounting for losses incurred by the subsidiary as well as loss of control of a subsidiary.

The changes by FRS 3 (revised) and FRS 127 (amended) will be applied prospectively and only affect future
acquisition or loss of control of subsidiaries and transactions with non-controlling interests.

FRS 8: Operating Segment

FRS 8 replaces FRS 114.00: Segment Reporting and requires a ‘management approach’, under which segment
information is presented on a similar basis to that used for internal reporting purposes. As a result, the Group’s
external segmental reporting will be based on the internal reporting to the “chief operating decision maker”, who
makes decisions on the allocation of resources and assesses the performance of the reportable segments. As this
is a disclosure standard, there will be no impact on the financial position or results of the Group.

FRS 101: Presentation of Financial Statements (revised)

The revised FRS 101 separates owner and non-owner changes in equity. Therefore, the consolidated statement of
changes in equity will now include only details of transactions with owners. All non-owner changes in equity are
presented as a single line labelled as total comprehensive income. The Standard also introduces the statement of
comprehensive income: presenting all items of income and expense recognised in the income statement, together
with all other items of recognised income and expense, either in one single statement, or in two linked statements.
The Group is currently evaluating the format to adopt. In addition, a statement of financial position is required at the
beginning of the earliest comparative period following a change in accounting policy, the correction of an error or
the reclassification of items in the financial statements. This revised FRS does not have any impact on the financial
position and results of the Group and the Company.

FRS 139: Financial Instruments: Recognition and Measurement, FRS 7: Financial Instruments: Disclosures
and Amendments to FRS 139: Financial Instruments: Recognition and Measurement and FRS 7: Financial
Instruments: Disclosures

The new Standard on FRS 139: Financial Instruments: Recognition and Measurement establishes principles for
recognising and measuring financial assets, financial liabilities and some contracts to buy and sell non-financial
items. Requirements for presenting information about financial instruments are in FRS 132: Financial Instruments:
Presentation and the requirements for disclosing information about financial instruments are in FRS 7: Financial
Instruments: Disclosures.
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2. SIGNIFICANT ACCOUNTING POLICIES (cont’d)
2.3 Standards and Interpretations Issued but Not Yet Effective (cont’d)

FRS 7: Financial Instruments: Disclosures is a new Standard that requires new disclosures in relation to financial
instruments. The Standard is considered to result in increased disclosures, both quantitative and qualitative of the
Group's and the Company’s exposure to risks, enhanced disclosure regarding components of the Group’s and the
Company’s financial position and performance, and possible changes to the way of presenting certain items in the
financial statements.

In accordance with the respective transitional provisions, the Group and the Company are exempted from
disclosing the possible impact to the financial statements upon initial application.

Amendments to FRS 1: First-time Adoption of Financial Reporting Standards and FRS 127: Consolidated
and Separate Financial Statements: Cost of an Investment in a Subsidiary, Jointly Controlled Entity or
Associate

The amendment to FRS 1 allow first-time adopters to use costs, determined in accordance with FRS 127, or
deemed cost of either fair value (in accordance with FRS 139) or the carrying amount under previous accounting
practice to measure the initial cost of investments in subsidiaries, jointly controlled entities and associates in the
separate opening FRS balance sheet. In the amendment to FRS 127, there is no longer a distinction between pre-
acquisition and post-acquisition dividends. The amendment also requires the cost of the investment of a new parent
in a group (in a reorganisation meeting certain criteria) to be measured at the carrying amount of its share of equity
as shown in the separate financial statements of the previous parent. The amendments also remove the definition
of the cost method from FRS 127 and will be applied prospectively that affect only the financial statements of the
Company and do not have an impact on the financial statements of the Group.

Amendments to FRSs ‘Improvements to FRSs (2009)’

(@) FRS 8 Operating Segments: Clarifies that segment information with respect to total asset is required only if
they are included in measures of segment profit or loss that are used by the ‘chief operating decision maker’.

(b) FRS 107 Statement of Cash Flows (formerly known as Cash Flow Statements): Clarifies that only expenditures
that result in a recognised asset in the statement of financial position can be classified as investing activities in
the statement of cash flows.

(c) FRS 108 Accounting Palicies, Changes in Accounting Estimates and Errors: Clarifies that only implementation
guidance that is an integral part of an FRS is mandatory when selecting accounting policies.

(d) FRS 117 Leases: Clarifies on the classification of leases of land and buildings. The Group is still assessing the
potential implication as a result of the reclassification of its unexpired land leases as operating or finance
leases. For those land element held under operating leases that are required to be reclassified as finance
leases, the Group shall recognise a corresponding asset and liability in the financial statements which will be
applied retrospectively upon initial application. However, in accordance with the transitional provision, the
Group is permitted to reassess lease classification on the basis of the facts and circumstances existing on the
date it adopts the amendments; and recognise the asset and liability related to a land lease newly classified
as a finance lease at their fair values on that date; any difference between those fair values is recognised in
retained earnings. The Group is currently in the process of assessing the impact of this amendment.
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2. SIGNIFICANT ACCOUNTING POLICIES (cont’d)
2.3 Standards and Interpretations Issued but Not Yet Effective (cont’d)
Amendments to FRSs ‘Improvements to FRSs (2009)’ (cont’d)

(e) FRS 123 Borrowing Costs: The definition of borrowing costs is aligned with FRS 139 by referring to the use
of effective interest rate as a component of borrowing cost.

()  FRS 127 Consolidated and Separate Financial Statements: The amendment clarifies that when a parent entity
accounts for a subsidiary at fair value in accordance with FRS 139 in its separate financial statements, this
treatment continues when the subsidiary is subsequently classified as held for sale.

(@) FRS 128 Investments in Associates: The amendment clarifies that if an associate is accounted for at fair value
in accordance with FRS 139, only the requirement of FRS 128 to disclose the nature and extent of any
significant restrictions on the ability of the associate to transfer funds to the investor in the form of cash or
repayment of loans applies. It further clarifies that an investment in an associate is treated as a single asset for
the purpose of impairment testing. Therefore, any impairment loss is not separately allocated to the goodwiill
included in the investment balance.

(h) FRS 131 Interests in Joint Ventures: The amendment clarifies that if a joint venture is accounted for ‘at fair value
through profit or loss’, in accordance with FRS 139, only the requirements of FRS 131 to disclose the
commitments of the venturer and the joint venture, as well as summary financial information about the assets,
liabilities, income and expense will apply.

()  FRS 136 Impairment of Assets: Clarifies that when discounted cash flows are used to estimate ‘fair value less
cost to sell" additional disclosure is required about the discount rate, consistent with disclosures required when
the discounted cash flows are used to estimate ‘value in use’. The amendment further clarifies that the largest
cash-generating unit for group of units to which goodwill should be allocated for purposes of impairment
testing is an operating segment as defined in FRS 8.

IC Interpretation 9: Reassessment of Embedded Derivatives and Amendments to IC Interpretation 9:
Reassessment of Embedded Derivatives

This IC requires that there should be no subsequent reassessment of whether an embedded derivative should be
separated from the host contract after initial recognition, unless there have been changes to the terms of the
contract that significantly modifies the cash flows that otherwise would be required under the contract. The
amendments to the IC clarifies that on reclassification of a financial asset out of the ‘at fair value through profit or
loss’ category all embedded derivatives within the scope of this IC and FRS 139 have to be assessed and, if
necessary, separately accounted for in financial statements. The IC is to be applied retrospectively.

IC Interpretation 17: Distributions of Non-cash Assets to Owners

This IC provides guidance on the recognition and measurement of liabilities arising from dividends paid in the form
of assets other than cash and clarifies that the dividend payable should be measured at the fair value of the assets
to be distributed. It also clarifies that the difference between the carrying amount of the assets distributed and the
fair value of the dividend paid should be taken to the income statement.
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2.

SIGNIFICANT ACCOUNTING POLICIES (cont’d)

2.4 Significant Accounting Estimates and Judgements

Key Sources of Estimation Uncertainty

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 below:

(0

(i

(i)

Impairment of Goodwill

The Group determines whether goodwill is impaired at least on an annual basis. This requires an estimation of
the value in use of the cash-generating units (“CGU”) to which goodwill is allocated. Estimating a value in use
amount requires management to make an estimate of the expected future cash flows from the CGU and also
to choose a suitable discount rate in order to calculate the present value of those cash flows. The carrying
amount of goodwill as at 31 December 2009 was RM18,500,000 (2008: RM21,316,000). Further details are
disclosed in Note 13.

Construction Contracts

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

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

A 10% increase or decrease in the estimated total contract costs would result in a decrease or increase of
approximately 25% and 39% respectively in contract revenue recognised for the year.

Deferred Tax Assets

Deferred tax assets are recognised for all unused tax losses and unabsorbed capital allowances to the extent
that it is probable that taxable profit will be available against which the losses and capital allowances can be
utilised. Significant management judgement is required to determine the amount of deferred tax assets that
can be recognised, based upon the likely timing and level of future taxable profits together with future tax
planning strategies. The total carrying value of the unrecognised tax losses and capital allowances of the
Group and the Company was RM71,991,000 (2008: RM66,405,000) and RM26,485,000 (2008:
RM26,270,000) respectively.

REVENUE
Group Company

2009 2008 2009 2008
RM’000 RM’000 RM’000 RM’000
Construction contracts 204,532 196,059 - -
Sale of goods 5,497 3,911 - -
Revenue from services - 8,283 - -
Dividend income from subsidiaries - - 55,800 -
Management fees from an associate 32 194 - -
Management fees from subsidiaries - - 360 720

210,061 208,447 56,160 720

SPK-SENTOSA CORPORATION BERHAD (5347-X)

49



NOTES TO THE
FINANCIAL STATEMENTS (CONT’D)
31 DECEMBER 2009

4. OTHER INCOME

Group Company
2009 2008 2009 2008
RM’000 RM’000 RM’000 RM’000
Interest income 545 1,909 6,062 3,160
Commission income from an associate - 6,928 - -
Reversal of provision for doubtful debts 9 127 - -
Reversal of overaccrual of costs 128 615 - -
Deferred revenue earned 57 57 57 57
Foreign exchange gain 8 11 - -
Miscellaneous 37 153 - -
779 9,800 6,119 3,217

5. FINANCE COSTS

Group
2009 2008
RM’000 RM’000

Interest expense on:

Borrowings 5,893 2,344
Hire purchase liabilities 13 2
5,906 2,346

Less: Interest expense capitalised
in costs of construction contracts (Note 19) (5,893) (2,344)
13 2

6. (LOSS)/PROFIT BEFORE TAX

The following amounts have been included in arriving at (loss)/profit before tax:

Group Company

2009 2008 2009 2008

RM’000 RM’000 RM’000 RM’000

Employee benefits expense (Note 7) 5,032 7,389 570 738
Non-executive directors' remuneration (Note 8) 112 102 112 102
Auditors’ remuneration: 117 123 27 26
— statutory audits 112 118 22 21
— other services 5 5 5 5
Amortisation of prepaid land lease payments (Note 12) 22 22 22 22
Impairment of goodwill (Note 13) 2,816 702 - -
Discount on acquisition (Note 14(b)) - (4) - -
Impairment of investments in subsidiaries - - 40,887 -
Depreciation of plant and equipment: 594 437 2 42
— Group/Company (Note 11) 592 437 2 42
— subsidiary disposed (Note 14) 2 - - -
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6. (LOSS)/PROFIT BEFORE TAX (cont’d)

Group Company

2009 2008 2009 2008

RM’000 RM’000 RM’000 RM’000

Plant and equipment written off 480 338 - 337
Bad debts written off 29 26 - 2
Provision for doubtful debts: 2,145 - 61,345 -
— subsidiaries - - 61,345 -
— jointly controlled entities 2,145 - - -
Loss on disposal of a subsidiary 94 - - -
Foreign exchange loss 18 108 - -
Operating leases: 1,552 1,349 - -
— minimum lease payments for equipment 60 46 - -
— minimum lease payments for premises 1,492 1,303 - -
Provisions (Note 21) 8,224 - 224 -

7. EMPLOYEE BENEFITS EXPENSE

Group Company

2009 2008 2009 2008
RM’000 RM’000 RM’000 RM’000
Wages and salaries 9,780 19,021 500 654
Contributions to defined contribution plan 1,014 1,894 60 79
Social security contributions 68 158 1 2
Other benefits 250 1,771 9 3
11,112 22,844 570 738

Less: Employee benefits expense capitalised in costs
of construction contracts (Note 19) (6,080) (15,455) - -
5,032 7,389 570 738

Included in employee benefits expense of the Group are executive directors’ remuneration amounting to RM516,000
(2008: RM405,000) as further disclosed in Note 8.

8. DIRECTORS’ REMUNERATION

Group Company
2009 2008 2009 2008
RM’000 RM’000 RM’000 RM’000

Executive directors’ remuneration (Note 7):

Salaries 469 369 - -
Other emoluments 47 36 - -
516 405 - -
Non-executive directors’ remuneration (Note 6):
Fees 95 80 95 80
Other emoluments 17 22 17 22
112 102 112 102
Total directors’ remuneration 628 507 112 102 5 1
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DIRECTORS’ REMUNERATION (cont’d)

The number of directors of the Company whose total remuneration during the year fell within the band below is:

Number of Directors
2009 2008

Non-executive directors:
Below RM50,000 4 4

The other directors of the Company, who are also directors of the holding company, are remunerated by the holding
company.

INCOME TAX EXPENSE

Group Company
2009 2008 2009 2008
RM’000 RM’000 RM’000 RM’000
Income tax:
Current year 363 2,401 - 582
Overprovision in prior years (1,984) (35) (582) (43)
(1,621) 2,366 (582) 539
Deferred tax (Note 17):
Relating to origination and reversal of
temporary differences (18) 17 - -
Overprovision in prior years - (12) - -
(18) 5 - -
Total income tax expense (1,639) 2,371 (582) 539

Current income tax is calculated at the Malaysian statutory tax rate of 25% (2008: 26%) of the estimated assessable
profit for the year. In the previous financial year, certain subsidiaries of the Company being Malaysian resident
companies with paid-up capital of RM2.5 million or less qualify for the preferential tax rates under Paragraph 2A,
Schedule 1 of the Income Tax Act, 1967 as follows:

On the first RM500,000 of chargeable income . 20%
In excess of RM500,000 of chargeable income : Malaysian corporate statutory tax rate
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9. INCOME TAX EXPENSE (cont’d)

A reconciliation of income tax expense applicable to (loss)/profit before tax 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:

2009 2008
RM’000 RM’000
Group
Loss before tax (14,669) (72,681)
Taxation at Malaysian statutory tax rate of 25% (2008: 26%) (3,667) (18,897)
Effect of income subject to tax rate of 20% - (27)
Income not subject to tax (1,065) Q)
Expenses not deductible for tax purposes 4,353 2,095
Utilisation of previously unrecognised tax losses (108) (354)
Utilisation of previously unrecognised unabsorbed capital allowances (172) -
Deferred tax assets recognised during the year (40) -
Deferred tax assets not recognised during the year 1,044 19,602
Overprovision of tax expense in prior years (1,984) (35)
Overprovision of deferred tax in prior years - (12)
Income tax expense for the year (1,639) 2,371
Company
(Loss)/profit before tax (41,523) 1,721
Taxation at Malaysian statutory tax rate of 25% (2008: 26%) (10,381) 447
Income not subject to tax (15,561) -
Expenses not deductible for tax purposes 25,889 119
Utilisation of previously unrecognised tax losses (8) -
Deferred tax assets not recognised during the year 61 16
Overprovision of tax expense in prior years (582) (43)
Income tax expense for the year (582) 539
Tax savings during the financial year arising from:
Group Company
2009 2008 2009 2008

RM’000 RM’000 RM’000 RM’000

Utilisation of current year

tax losses 36 528 1 240
Utilisation of previously
unrecognised tax losses 108 354 8 -
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10. BASIC LOSS PER SHARE

The loss per share is calculated by dividing 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.

Group
2009 2008
Loss for the year attributable to ordinary equity
holders of the Company (RM’000) (13,645) (74,269)
Weighted average number of ordinary shares in issue (’000) 133,944 133,944
Basic loss per share (sen) (10.19) (55.45)
11. PLANT AND EQUIPMENT
Office
Equipment Renovations,
Motor and Furniture
Vehicles  Computers  and Fittings Total
Group RM’000 RM’000 RM’000 RM’000
At 31 December 2009
Cost
At 1 January 2009 817 1,962 2,350 5,129
Additions 872 111 15 998
Avrising from dilution of interest from a subsidiary
to an associate (Note 34(b)) (465) (163) (198) (826)
Write off = (591) (1,143) (2,734)
At 31 December 2009 1,224 1,319 1,024 3,567
Accumulated depreciation and impairment
At 1 January 2009 390 1,272 800 2,462
Depreciation charge for the year: 162 212 279 653
Recognised in income statement (Note 6) 109 206 277 592
Capitalised in costs of construction contracts (Note 19) 58 6 2 61
Arising from dilution of interest from a subsidiary
to an associate (Note 34(b)) (44) (13) (24) (81)
Write off > (556) (698) (1,254)
At 31 December 2009 508 915 357 1,780
Net carrying amount
At 31 December 2009 716 404 667 1,787
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11. PLANT AND EQUIPMENT (cont’d)

Office
Equipment Renovations,
Motor and Furniture

Vehicles  Computers  and Fittings Total
Group RM’000 RM’000 RM’000 RM’000
At 31 December 2008
Cost
At 1 January 2008 355 2,208 2,216 4,779
Additions 13 363 860 1,236
Acquisition of subsidiaries 452 150 191 793
Write off (3) (727) (909) (1,639)
Reclassified as held for sale (Note 14(c)(iv)) - (32) (8) (40)
At 31 December 2008 817 1,962 2,350 5,129
Accumulated depreciation and impairment
At 1 January 2008 347 1,804 1,111 3,262
Depreciation charge for the year (Note 6) 2 203 232 437
Acquisition of subsidiaries 44 14 36 94
Write off (3) (727) (571) (1,301)
Reclassified as held for sale (Note 14(c)(iv)) - (22) (8) (30)
At 31 December 2008 390 1,272 800 2,462
Net carrying amount
At 31 December 2008 427 690 1,550 2,667

During the financial year, the Group acquired plant and equipment with an aggregate cost of RM998,000 (2008:
RM1,236,000) of which RM872,000 (2008: Nil) was acquired by means of hire purchase arrangement.

Included in plant and equipment of the Group are assets acquired under hire purchase arrangements with the net
carrying amount of RM712,000 (2008: Nil).

Office
Equipment Renovations,
and Furniture

Computers  and Fittings Total
Company RM’000 RM’000 RM’000
At 31 December 2009
Cost
At 1 January 2009/31 December 2009 53 - 53
Accumulated depreciation and impairment
At 1 January 2009 48 - 48
Depreciation charge for the year (Note 6) 2 - 2
At 31 December 2009 50 - 50
Net carrying amount
At 31 December 2009 8 - 3
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PLANT AND EQUIPMENT (cont’d)

Office
Equipment Renovations,
and Furniture

Computers  and Fittings Total
Company RM’000 RM’000 RM’000
At 31 December 2008
Cost
At 1 January 2008 53 795 848
Write off - (795) (795)
At 31 December 2008 53 - 53
Accumulated depreciation and impairment
At 1 January 2008 46 418 464
Depreciation charge for the year (Note 6) 2 40 42
Write off - (458) (458)
At 31 December 2008 48 - 48
Net carrying amount
At 31 December 2008 5 - 5

PREPAID LAND LEASE PAYMENTS

Group and Company
2009 2008
RM’000 RM’000

At 1 January 1,507 1,529
Amortisation for the year (Note 6) (22) (22)
At 31 December 1,485 1,507
GOODWILL
Group

RM’000
Cost
At 31 December 2008 and 31 December 2009 101,133
Accumulated impairment
At 1 January 2008 79,115
Impairment loss recognised in profit or loss (Note 6) 702
At 31 December 2008 79,817
Impairment loss recognised in profit or loss (Note 6) 2,816
At 31 December 2009 82,633
Net carrying amount
At 31 December 2008 21,316
At 31 December 2009 18,500
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13. GOODWILL (cont’d)
(@) Impairment Loss Recognised
The management of the Company has carried out impairment test review for goodwill based on the recoverable
amount of each cash-generating unit (“CGU”). The recoverable amount of a CGU has been determined based
on a value in use calculation using cash flow projections based on financial budgets approved by the executive

directors. The discount rate applied to cash flow projections of the Group’s CGUs is 13.6%.

The impairment test review has led to the recognition of impairment loss for goodwill of oil and gas support
services unit amounting to RM2,816,000.

(b) Impairment Test for Goodwill

()  Allocation of Goodwill
Goodwill has been allocated to the Group’s CGUs identified according to business segment as follows:

2009 2008

RM’000 RM’000

Construction 18,500 18,500
Oil and gas support services - 2,816
18,500 21,316

(i)  Key Assumptions Used in Value In Use Calculation
The following describes each key assumption on which management has based its cash flow projections
to undertake impairment testing of goodwill.

=  Budgeted Gross Margin
Budgeted gross margin is estimated based on the gross margin of actual projects on hand.

 Discount Rate
The discount rates used are pre-tax and reflect specific risks relating to the industry.

e Bond Rate
The bond rates used are the yield on a 3-year Malaysian government bond rate at the beginning of
the budgeted year.

(i)  Sensitivity to Changes in Assumptions
With regard to the assessment of value in use of the Group’s CGUs, management believes that no

reasonably possible change in any of the above key assumptions would cause the carrying values of the
units to materially differ from their recoverable amounts.
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14. INVESTMENTS IN SUBSIDIARIES

Company
2009 2008
RM’000 RM’000
Unquoted shares at cost 211,017 211,017
Less: Accumulated impairment losses (136,552) (95,665)

74,465 115,352

(@) Details of the subsidiaries, all of which are incorporated in Malaysia, are as follows:

Proportion of
Ownership Interest
Name of Subsidiaries Principal Activities 2009 2008
% %

Held by the Company:

Pembinaan SPK Sdn. Bhd. Investment holding and provision of 100 100
civil contract services

Nadaprise Sdn. Bhd.* Investment holding 50 50

Kumpolan Kemajuan Dormant 100 100

Raya Sdn. Bhd.
Sentosa Sales Sdn. Bhd. Dormant - 100

Held by Pembinaan SPK Sdn. Bhd.:

Aspirasi Sama Sdn. Bhd. Investment holding 100 100

Golden Eastern Empire Sdn. Bhd. Investment holding 100 100

IASB Construction Sdn. Bhd. General contracting 100 100

Projek Hospital Temerloh Design, construct, equip 100 100
Sdn. Bhd. and commission Hospital Temerloh, Pahang

Komunikasi SPK Sdn. Bhd. Design, supply, construct, test and commission 100 100

the 275kV Transmission Project for
Sabah East-West Grid Interconnection via
a 50:50 joint venture with Transmission
Technology Sdn. Bhd.

SPK Middle East Sdn. Bhd. Dormant 100 100
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14. INVESTMENTS IN SUBSIDIARIES (cont’d)

(@)

(cont’d)
Proportion of
Ownership Interest
Name of Subsidiaries Principal Activities 2009 2008
% %
Held by Nadaprise Sdn. Bhd.:
Rekayasa Industri Malaysia Engineering and construction works 70 70
Sdn. Bhd.
Simfoni Temasek Design and supply of engineering equipment or 100 100
Sdn. Bhd. systems and services to the oil and gas industry
Marzy Niaga Sdn. Bhd.** Trading and supply of oil and gas materials, - 51
products and equipment
Ombak Sepakat Sdn. Bhd. Investment holding 87.5 87.5
Awan Inspirasi Holdings Investment holding - 50
Sdn. Bhd.*
Held by Awan Inspirasi Holdings Sdn. Bhd.:
Awan Inspirasi Global Provision of offshore leasing services - 100
(L) Bhd
Awan Inspirasi Sdn. Bhd. Provision of offshore aviation support services - 100

Shareholding held by the Company is 50% plus 1 share.
Audited by a firm other than Ernst & Young.

Acquisition of subsidiaries

On 19 December 2008, the Group, via Nadaprise Sdn. Bhd. (“Nadaprise”), subscribed for 2,001 new ordinary
shares of RM1 each at par in Awan Inspirasi Holdings Sdn. Bhd. (“AIH”). Prior to the subscription, AlH was a
49% associate of Nadaprise. Upon the above subscription, the shareholding of Nadaprise in AlH increased from
49% to 50% plus one (1) ordinary share of RM1 each and has resulted in AIH becoming a subsidiary of Nadaprise
in the previous financial year.

The acquired subsidiaries have contributed the following results to the Group in the previous financial year:

2008

RM’000

Revenue 6,581
Loss for the year (945)

If the acquisition had occurred on 1 January 2008, the Group’s revenue and loss for the previous financial year
would have been RM252,020,000 and RM75,467,000 respectively.

SPK-SENTOSA CORPORATION BERHAD (5347-X)
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14. INVESTMENTS IN SUBSIDIARIES (cont’d)
(b) Acquisition of subsidiaries (cont’d)

The assets and liabilities arising from the acquisition in the previous financial year are as follows:

Fair Value Acquiree’s
Recognised On Carrying
Acquisition Amount
RM’000 RM’000

Plant and equipment 14 14

Trade and other receivables 1,236 1,236

Cash and bank balances 149 149
1,399 1,399

Trade and other payables (1,393) (1,393)

Group’s share of net assets 6

Discount on acquisition (Note 6) (4)

Total cost of acquisition 2

The cash inflow on acquisition in the previous financial year is as follows:

2008

RM’000

Purchase consideration satisfied by cash 2
Cash and cash equivalents of subsidiaries acquired (7,592)
Net cash inflow of the Group (7,590)

(c) Disposal of subsidiary

()  On 6 November 2008, the Group, via Nadaprise Sdn. Bhd., entered into an agreement with Deltric Sdn.
Bhd. for the disposal of 51,000 ordinary shares of RM1 each in Marzy Niaga Sdn. Bhd. (“MNSB”),
representing 51% equity interest of the issued and paid-up share capital of MNSB, for a total cash
consideration of RM400,000. The disposal was completed on 17 April 2009. MNSB is reported as part
of the oil and gas segment and its disposal is due to the inability of MNSB to secure significant orders
because of its limited product representation in the industry.
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14.

INVESTMENTS IN SUBSIDIARIES (cont’d)

(©)

Disposal of Subsidiary (cont’d)

(i

(i)

The revenue and results of the subsidiary were as follows:

Financial Financial
period ended year ended
17.4.2009 31.12.2008
RM’000 RM’000
Revenue 5,439 3,833
Other income - 27
Cost of goods sold (4,216) (3,086)
Operating expenses (167) (812)
Profit/(loss) before tax 1,056 (38)
Income tax expense (264) -
Profit/(loss) for the period/year 792 (38)
Minority interest (388) -
Profit/(loss) attributable to equity holders 404 (38)
The net assets of the subsidiary were as follows:
17.4.2009 31.12.2008
RM’000 RM’000
Plant and equipment 8 10
Deferred tax assets 1 1
Trade and other receivables 5,794 1,943
Cash and bank balances 16 83
Trade and other payables (4,572) (1,845)
Current tax payable (278) (14)
Minority interests (475) (87)
Net assets disposed 494 91
Total disposal proceeds settled by cash (400)
Loss on disposal at Group level 94
The cash inflow on disposal is as follows:
17.4.2009
RM’000
Cash consideration 400
Cash and cash equivalents of subsidiary disposed (16)
Net cash inflow of the Group 384
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14. INVESTMENTS IN SUBSIDIARIES (cont’d)
(c) Disposal of Subsidiary (cont’d)

(iv) As at 31 December 2008, the assets and liabilities of MNSB have been presented on the consolidated
balance sheet as a disposal group held for sale.

The major classes of assets and liabilities of MNSB classified as held for sale on the consolidated balance
sheet as at 31 December 2008 are as follows:

Carrying
amounts as at
31.12.2008
RM’000
Assets

Plant and equipment (Note 11) 10
Deferred tax assets (Note 17) 1
Trade and other receivables 1,726
Cash and bank balances 83
1,820

Liabilities
Trade and other payables 809
Current tax payable 14
823

15. INVESTMENTS IN JOINTLY CONTROLLED ENTITIES
Group

2009 2008
RM’000 RM’000
Unquoted shares at cost 3,011 2,093
Share of post-acquisition reserves 5 3,989
Foreign currency translation reserve (16) (16)
3,000 6,066
Less: Accumulated distribution - (6,237)
Advances to jointly controlled entities - 2,951
3,000 2,780
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15.

INVESTMENTS IN JOINTLY CONTROLLED ENTITIES (cont’d)

Details of the jointly controlled entities, all of which are incorporated in Malaysia unless otherwise stated, are as

follows:

Name of Jointly

Proportion of
Ownership Interest

Controlled Entities Principal Activities 2009 2008
% %
Held by Komunikasi SPK Sdn. Bhd.:
TTSB - SPK Consortium* Design, supply, construct, test and commission 50 50
the 275kV Transmission Project for
Sabah East — West Grid Interconnection
Held by Pembinaan SPK Sdn. Bhd.:
SPK - Bina Puri JV* Undertake the construction contract 70 70
for the execution and implementation
of Phase 1 Plot 1 Zone B Residential,
Commercial and Recreational
Development of Al Reem Island,
Abu Dhabi, United Arab Emirates
Held by Nadaprise Sdn. Bhd.:
Red Sea Ventures Sdn. Bhd.# Investment holding and management services 50 50
Wood Group Production Participate in the business of oil and gas, 67.5 67.5
Facilities (Malaysia) Sdn. Bhd.** # petrochemical, liquefied natural gas,
power generation and refining industries
Held by Ombak Sepakat Sdn. Bhd.:
ThyssenKrupp Xervon Provision of support services to the oil and gas, 51 51
Corp Sdn. Bhd.# petrochemical, industrial and power generation

sectors, and in the main supplying services

* Unincorporated partnership.
**  Profits and losses sharing is on a 49% basis.
# Based on unaudited management financial statements.
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15.

16.

NOTES TO THE
FINANCIAL STATEMENTS (CONT’D)
31 DECEMBER 2009

INVESTMENTS IN JOINTLY CONTROLLED ENTITIES (cont’d)

The Group’s share of the assets, liabilities, income and expenses of the jointly controlled entities is as follows:

Group
2009 2008
RM’000 RM’000

Assets and liabilities

Current assets

Non-current assets

Total assets

Current liabilities, representing total liabilities
Results

Revenue and other income
Expenses, including finance costs and taxation

INVESTMENTS IN ASSOCIATES

349,317 61,590
26,923 8,369
376,240 69,959

(380,722) (70,130)

116,003 74,228
(121,232) (91,567)

Unquoted shares at cost
Share of post-acquisition reserves

Details of the associates, which are incorporated in Malaysia, are as follows:

Group
2009 2008
RM’000 RM’000
20,000 -
2,571 -
22,571 -

Proportion of
Ownership Interest

Name of Associates Principal Activities 2009 2008
% %
Held by Simfoni Temasek Sdn. Bhd.:
Maces International Sdn. Bhd. Exploration and development in the 30 30
specialty oilfield chemicals industry
in the United Arab Emirates
Held by Nadaprise Sdn. Bhd.:
Awan Inspirasi Holdings Sdn. Bhd.  Investment holding 25 -
Held by Awan Inspirasi Holdings Sdn. Bhd.:
Awan Inspirasi Global (L) Bhd Provision of offshore leasing services 100 -
Awan Inspirasi Sdn. Bhd. Provision of offshore aviation support services 100 -
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16. INVESTMENTS IN ASSOCIATES (cont’d)

The summarised financial information of the associates are as follows:

Group
2009 2008
RM’000 RM’000

Assets and liabilities

Current assets 157,331 -
Non-current assets 423 -
Total assets 157,754 -
Current liabilities, representing total liabilities (67,471) -
Results

Revenue 192,445 -
Profit for the year 12,221 -

17. DEFERRED TAX LIABILITIES

Group
2009 2008
RM’000 RM’000

At 1 January 18 12
Recognised in income statement (Note 9) (18) 5
Reclassified as held for sale (Note 14(c)(iv)) - 1
At 31 December - 18

Presented after appropriate offsetting as follows:
Deferred tax liabilities - 18

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:

Plant and

Equipment

RM’000

At 1 January 2009 18
Recognised in income statement (18)
At 31 December 2009 -
At 1 January 2008 12
Recognised in income statement 6

At 31 December 2008 18
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NOTES TO THE

FINANCIAL STATEMENTS (CONT’D)

31 DECEMBER 2009

17. DEFERRED TAX LIABILITIES (cont’d)

18.

Deferred tax assets of the Group:

Plant and

Equipment

RM’000

At 1 January 2008 -

Recognised in income statement (1)

Reclassified as held for sale (Note 14(c)(iv)) 1

At 31 December 2008/31 December 2009 =
Deferred tax assets have not been recognised in respect of the following items:

Group Company

2009 2008 2009 2008

RM’000 RM’000 RM’000 RM’000

Unused tax losses 71,734 65,584 26,485 26,270

Unabsorbed capital allowances 257 821 - -

71,991 66,405 26,485 26,270

The unused tax losses and unabsorbed capital allowances are available for offsetting against future taxable profits of the
Company and of the respective subsidiaries subject to no substantial changes in shareholdings of the Company and
those subsidiaries under the Income Tax Act, 1967 and guidelines issued by the tax authority.

The Company has a potential tax refund due of RM7,602,000 under Section 110 of the Income Tax Act, 1967 (“the Act”)
in relation to the dividend income received by the Company which is not presently accounted for. This tax refund arises
from the utilisation of the Company’s previously unutilised business losses against its dividend income pursuant to the
Special Provision relating to Section 60FA of the Act. The recoverability under Section 110 of the Act of the tax paid is

subject to approval by the Inland Revenue Board.

TRADE AND OTHER RECEIVABLES

Group Company

2009 2008 2009
RM’000 RM’000 RM’000

2008
RM’000

Trade receivables
Third parties
Fellow subsidiaries
Jointly controlled entity of holding company
Construction contracts:
Due from customers (Note 19)
Retention sums (Note 19)

Less: Provision for doubtful debts — third parties

Trade receivables, net

ANNUAL REPORT 2009

88,350 68,584 =
16,386 31,940 -

106 127 -
50,677 34,860 =
18,366 17,564 =

173,885 153,075 =
(240) (240) -

173,645 152,835 -




NOTES TO THE
FINANCIAL STATEMENTS (CONT’D)
31 DECEMBER 2009

18. TRADE AND OTHER RECEIVABLES (cont’d)

Group Company
2009 2008 2009 2008
RM’000 RM’000 RM’000 RM’000

Other receivables
Amount due from related parties:

Subsidiaries - - 91,124 103,468
Associates 7,325 - - -
Jointly controlled entities 3,991 1,376 - -
Corporate shareholder of a subsidiary 342 353 - -
Sundry receivables 2,623 3,988 - -
Interest receivable 131 237 - -
Deposits and prepayments 445 24,652 2 2
Tax recoverable 7,401 6,467 1,377 541
22,258 37,073 92,503 104,011

Less: Provision for doubtful debts - related parties (2,483) (347) (61,345) -
Other receivables, net 19,775 36,726 31,158 104,011
193,420 189,561 31,158 104,011

(@ Credit risk
The Group’s primary exposure to credit risk arises through its trade receivables. The Group’s trading terms with its
customers are mainly on credit. The credit period is generally for a period of one month, extending up to three
months for major customers. The Group seeks to maintain strict control over its outstanding receivables to minimise
credit risk. Overdue balances are reviewed regularly by senior management. The Group has no significant
concentration of credit risk that may arise from exposures to a single debtor or to groups of debtors. Trade
receivables are non-interest bearing.

(b)  Amount due from related parties

Amount due from all related parties are unsecured, non-interest bearing and are repayable on demand.

(c) In the previous financial year, included in deposits and prepayments were deposits for aircrafts amounting to
RM23,470,000.

Further details on related party transactions are disclosed in Note 31.

Other information on financial risks of receivables are disclosed in Note 32.
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19.

20.

NOTES TO THE
FINANCIAL STATEMENTS (CONT’D)

31 DECEMBER 2009

DUE FROM/(TO) CUSTOMERS ON CONTRACTS

Group
2009 2008
RM’000 RM’000
Construction contract costs incurred to date 915,468 734,793
Attributable losses (11,651) (19,060)
903,817 715,733
Less: Progress billings (858,019) (693,762)
45,798 21,971
Due from customers on contracts (Note 18) 50,677 34,860
Due to customers on contracts (Note 25) (4,879) (12,889)
45,798 21,971
Retention sums on contracts included within trade receivables (Note 18) 18,366 17,564

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

Group

2009 2008

RM’000 RM’000

Interest expense (Note 5) 5,893 2,344

Depreciation (Note 11) 61 -

Employee benefits expense (Note 7) 6,080 15,455
CASH AND CASH EQUIVALENTS

Group Company

2009 2008 2009 2008

RM’000 RM’000 RM’000 RM’000

Cash on hand and at banks 11,179 17,284 163 497

Deposits with licensed banks 19,958 41,200 - -

Cash and bank balances 31,137 58,484 163 497

Deposits with licensed banks of the Group amounting to RM19,958,000 (2008: RM30,740,000) are pledged to banks

for credit facilities granted to the Group.

Included in cash at banks of the Group are amounts of RM2,193,000 (2008: RM2,221,000) held as sinking fund for
borrowings disclosed in Note 22 and RM100,000 (2008: Nil) pledged to a bank for a bank guarantee facility granted to

a subsidiary.

The average maturity of the deposits with licensed banks of the Group is 67.1 days (2008: 39.1 days).

Other information on financial risks of cash and cash equivalents are disclosed in Note 32.
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20. CASH AND CASH EQUIVALENTS (cont’d)

For the purpose of the cash flow statements, cash and cash equivalents comprise the following as at the balance sheet

date:
Group Company
2009 2008 2009 2008
RM’000 RM’000 RM’000 RM’000
Cash and bank balances 31,137 58,484 163 497
Bank overdraft (Note 22) (926) - - -
30,211 58,484 163 497
Cash and bank balances classified as
held for sale (Note 14(c)(iv)) - 83 - -
Total cash and cash equivalents 30,211 58,567 163 497
21. PROVISIONS
Liquidated
Legal Ascertained
Claims Damages Total

RM’000 RM’000 RM’000

Group

At 1 January 2009 5 - -
Additional provision (Note 6) 224 8,000 8,224
At 31 December 2009 224 8,000 8,224
Company

At 1 January 2009 - - -
Additional provision (Note 6) 224 - 224

At 31 December 2009 224 - 224

22. BORROWINGS

Group
2009 2008
RM’000 RM’000

Short term borrowings

Secured:

Bank overdraft (Note 20) 926 -
Revolving credits 103,476 33,939
Hire purchase liabilities (Note 23) 165 2

104,567 33,941
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22.

23.

NOTES TO THE
FINANCIAL STATEMENTS (CONT’D)
31 DECEMBER 2009

BORROWINGS (cont’d)

Group
2009 2008
RM’000 RM’000

Long term borrowings
Secured:
Hire purchase liabilities (Note 23) 381 -

Total borrowings

Bank overdraft (Note 20) 926 -
Revolving credits 103,476 33,939
Hire purchase liabilities (Note 23) 546 2

104,948 33,941

The revolving credits are secured by assignment of contract proceeds of subsidiaries to the banks and corporate
guarantee granted by the Company.

Other information on financial risks of borrowings are disclosed in Note 32.

HIRE PURCHASE LIABILITIES

Group
2009 2008
RM’000 RM’000

Future minimum lease payments:

Not later than 1 year 191 2
Later than 1 year and not later than 2 years 159 -
Later than 2 years and not later than 5 years 279 -
Total future minimum lease payments 629 2
Less: Future finance charges (83) -
Present value of finance lease liabilities (Note 22) 546 2

Analysis of present value of finance lease liabilities:

Not later than 1 year 165 2
Later than 1 year and not later than 2 years 138 -
Later than 2 years and not later than 5 years 243 -

546 2
Less: Amount due within 12 months (Note 22) (165) )
Amount due after 12 months (Note 22) 381 -

The hire purchase contracts of the Group are for motor vehicles.

Other information on financial risks of hire purchase liabilities are disclosed in Note 32.
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24. DEFERRED REVENUE

Group and Company
2009 2008
RM’000 RM’000

Total lease rental received 1,700 1,700
Recognised in income statement (1,309) (1,252)
391 448

Deferred revenue represents lease rental received in advance for the sub-lease of a petrol kiosk site for a period of 30
years. The lease rental is recognised on a straight-line basis over the period of the lease.

25. TRADE AND OTHER PAYABLES

Group Company
2009 2008 2009 2008
RM’000 RM’000 RM’000 RM’000

Trade payables

Third parties 57,711 80,913 - -
Fellow subsidiaries - 75 - -
Related companies 1,029 1,029 - -

Construction contracts:
Due to customers (Note 19) 4,879 12,889 - -
63,619 94,906 - -

Other payables
Amounts due to related parties:

Holding company 6,141 22,510 6,141 22,510
Subsidiaries - - 23,706 80,685
Fellow subsidiaries - 407 - -
Jointly controlled entities 8,067 - - -
Sundry payables 1,045 7,552 27 4
Refundable deposits - 6 - -
Accruals 3,684 26,121 36 35
18,937 56,596 29,910 103,234

82,556 151,502 29,910 103,234

(@) Trade payables are non-interest bearing and the normal trade credit terms granted to the Group range from one
month to three months.
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25.

26.

NOTES TO THE
FINANCIAL STATEMENTS (CONT’D)
31 DECEMBER 2009

TRADE AND OTHER PAYABLES (cont’d)

(b) Trade amounts due to related companies comprise:

Group
2009 2008
RM’000 RM’000

Amount due to a company in which a director of the

Company has substantial financial interest 90 90
Corporate shareholder of a subsidiary 939 939
1,029 1,029

(c) Amount due to jointly controlled entities includes the share of losses in excess of the Group’s cost of investment in
a jointly controlled entity amounting to RM1,245,000 (2008: Nil).

(d) Amounts due to all related parties are unsecured, non-interest bearing and are repayable on demand.
Further details on related party transactions are disclosed in Note 31.
Other information on financial risks of payables are disclosed in Note 32.

SHARE CAPITAL AND SHARE PREMIUM
Number of Ordinary

Shares of RM1 Each Amount
2009 2008 2009 2008
000 000 RM’000 RM’000
Authorised share capital
At 1 January/ 31 December 200,000 200,000 200,000 200,000
Number of Share Total
Ordinary Capital Share Capital
Shares of (Issued and Share  and Share

RM1 Each  Fully Paid) Premium Premium
’000 RM’000 RM’000 RM’000

At 1 January/ 31 December 2008/
At 1 January/ 31 December 2009 133,944 133,944 51,380 185,324

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one vote
per share at meetings of the Company. All ordinary shares rank equally with regard to the Company’s residual assets.

Employee Share Options Scheme
The SPK-Sentosa Corporation Berhad Employee Share Options Scheme (“ESOS”) is governed by the by-laws approved
by the shareholders at an Extraordinary General Meeting held on 20 May 2004. The ESOS was implemented on 28 June

2004 and is to be in force for a period of 5 years from the date of implementation. The ESOS expired on 27 June 2009
and has not been extended.
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31 DECEMBER 2009

27. FOREIGN CURRENCY TRANSLATION RESERVE

The foreign currency translation reserve is used to record exchange differences arising from the translation of the financial
statements of foreign operations whose functional currency is different from that of the Group’s presentation currency. It
is also used to record the exchange differences arising from monetary items which form part of the Group’s net
investment in the foreign operations, where the monetary item is denominated in either the functional currency of the
reporting entity or the foreign operation.

28. CONTINGENT LIABILITIES

Group Company
2009 2008 2009 2008
Note RM’000 RM’000 RM’000 RM’000

Unsecured:
Corporate guarantees given to banks for credit

facilities granted to subsidiaries - - 24,109 24,109
Corporate guarantees given to banks in respect

of credit facilities utilised by a jointly controlled

entity 48,983 60,096 48,983 60,096
Penalty for delay in completion of project undertaken

by a jointly controlled entity (@) 650 29,775 - -
Legal claims (b) - 539 5389 539

(@ On 8 January 2009, a customer of a jointly controlled entity of the Group (“JCE”) claimed liquidated asscertained
damages (“LAD”) amounting to RM59.95 million for delays in completion of construction work. The customer vide
a letter dated 4 March 2009, revised the amount claimed to RM59.55 million.

Subsequently, the JCE had held negotiations with the customer and both parties have agreed to enter into a Global
Settlement Agreement (“GSA”) to resolve the amount of LAD claimed by the customer and variation of prices and
late interest charges by the JCE. Under the proposed GSA, the LAD amount had been revised to approximately
RM1.3 million, subject to the customer agreeing to the variation of prices and late interest charges. No provision
has been made in the financial statements for the LAD as the customer had not agreed to the variation of prices
and late interest charges under the proposed GSA, and hence the amount of LAD cannot be reliably estimated.

(b) On 23 November 1995, a former employee of the Company (“Claimant”) had vide an Industrial Court case
commenced legal proceedings against the Company for constructive dismissal. The Claimant claimed for
reinstatement without loss of benefits, monetary or otherwise together with arrears of wages from the date of
dismissal, i.e. 3 October 1994 to the date of reinstatement. On 4 August 1999, the Claimant proposed a settlement
amount of RM539,000, which was rejected by the Company. On 11 July 2003, the Industrial Court dismissed the
claim. The Claimant subsequently filed an application for judicial review in the Kuala Lumpur High Court (“High
Court”) on 23 August 2003. The hearing by the High Court which was fixed for hearing on 1 March 2007 was
postponed by the High Court to 28 April 2009.

On 3 June 2009, the High Court found that the Claimant was constructively dismissed and ordered that the matter
be reverted to the Industrial Court for a determination on remedies and damages to be awarded to the Claimant.
The Company had on 1 July 2009 filed an appeal to the Court of Appeal against the decision of the High Court. On
16 July 2009, the Claimant proposed a settlement amount of RM1,440,000 being backwages and compensation
in lieu of reinstatement, which was rejected by the Company. The Industrial Court had on 4 February 2010 awarded
the Claimant the sum of RM209,000. The Company has made a provision of RM224,000 for the sum awarded plus
the Claimant's solicitors’ costs of RM15,000 (Note 21).
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29.

30.

NOTES TO THE
FINANCIAL STATEMENTS (CONT’D)
31 DECEMBER 2009

COMMITMENT

Group
2009 2008
RM’000 RM’000

Approved and contracted for:
Procurement of services and materials 34,808 23,332

OPERATING LEASE ARRANGEMENTS

The Group as lessee

The Group has entered into non-cancellable operating lease agreements for the use of premises and certain equipments.
These leases have an average life of between 2 and 5 years with no purchase option nor escalation clauses included in
the contracts. The leases for equipments and buildings have terms of renewal. These leases include fixed rentals over
the lease periods. There are no restrictions placed upon the Group by entering into these leases and no arrangements
have been entered into for contingent rental payments.

The Group also leases certain premises and equipments under cancellable operating lease agreements. The Group is
required to give notice for the termination of those agreements and the period of notice is 3 months.

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

Group
2009 2008
RM’000 RM’000

Future minimum lease payments:

Not later than 1 year 602 659
Later than 1 year and not later than 5 years 346 577
948 1,236
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31. RELATED PARTY DISCLOSURES

(@ 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:

2009 2008
Note RM’000 RM’000
Group
Management fees received from an associate 32 194
Commission income from an associate - 6,928
Management fees paid to the holding company 360 720
Related companies:*
Construction work performed for: (i) 69,804 48,469
— Fellow subsidiaries 68,674 47,790
— Jointly controlled entity of holding company 1,130 679
Rental income from a fellow subsidiary 24 24
Company
Management fees paid to the holding company 360 720

* Related companies are companies within the Sharikat Permodalan Kebangsaan Berhad group.

The construction work performed for related companies were made based on the direct costs incurred plus margins
ranging from 3% to 10% depending on the nature of the work performed. The charges are substantially in line with
those offered to the major customers of the Group, except that a longer credit period of up to six months is normally
granted.

Information regarding outstanding balances arising from related party transactions as at 31 December 2009 are
disclosed in Note 18 and Note 25.

(b) Compensation of key management personnel

The remuneration of directors and other members of key management personnel during the financial year were as

follows:
Group Company
2009 2008 2009 2008
RM’000 RM’000 RM’000 RM’000
Short term employee benefits 734 401 112 102
Post-employment benefits
— defined contribution plan 66 38 - -

800 439 112 102
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NOTES TO THE
FINANCIAL STATEMENTS (CONT’D)
31 DECEMBER 2009

32. FINANCIAL INSTRUMENTS

(@)

Financial Risk Management Objectives and Policies

The Group’s financial risk management policy seeks to ensure that adequate financial resources are available for
the development of the Group’s businesses whilst managing its interest rate risk (both fair value and cash flow),
foreign currency risk, liquidity risk and credit risk. The Board reviews and agrees policies for managing each of these
risks and they are summarised below. It is and has been throughout the financial year under review, the Group’s
policy that no trading in derivative financial instruments shall be undertaken.

Interest Rate Risk

Cash flow interest rate risk is the risk that future cash flows of a financial instrument will fluctuate because of
changes in market interest rates. Fair value interest rate risk is the risk that the value of a financial instrument will
fluctuate due to changes in market interest rates. As the Group has no significant interest-bearing financial assets,
the Group’s income and operating cash flows are substantially independent of changes in market interest rates. The
Group’s interest-bearing financial assets are mainly short term in nature and have been mostly placed in fixed
deposits.

The Group’s interest rate risk arises primarily from interest-bearing borrrowings. Borrowings at floating rates expose
the Group to cash flow interest rate risk. Borrowings obtained at fixed rates expose the Group to fair value interest
rate risk. The Group manages its interest rate risk exposure by maintaining a mix of fixed and floating rate
borrowings.

The following tables set out the carrying amounts, the weighted average effective interest rates (“WAEIR”) as at the
balance sheet date and the remaining maturities of the Group’s financial instruments that are exposed to interest
rate risk:
Within 1-2 2-3 3-4 4-5
Note  WAEIR 1 Year Years Years Years Years Total
% RM’000 RM’000 RM’000 RM’000 RM’000 RM’000

At 31 December 2009

Group

Fixed rate

Cash and bank balances 20 2.11 19,958 - - - - 19,958
Hire purchase liabilities 23 3.80 165 138 96 99 48 546
Floating rate

Bank overdraft 20 5.95 926 - - - - 926
Revolving credits 22 4.86 103,476 - - - - 103,476
At 31 December 2008

Fixed rate

Cash and bank balances 20 3.28 41,200 - - - - 41,200
Hire purchase liabilities 23 2.50 2 - - - - 2
Floating rate

Revolving credits 22 8.05 33,939 - - - - 33,939
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32. FINANCIAL INSTRUMENTS (cont’d)

(©

Foreign Currency Risk

The Group is exposed to transactional currency risk through sales and purchases that are denominated in
currencies other than the functional currency of the Group. The currencies giving rise to this risk are primarily United
States Dollars and Indonesian Rupiah. The Group is also exposed to foreign currency risk through its investment in
a jointly controlled entity which carries out its operations with transactions that are denominated in Arab Emirates
Dirham. Foreign exchange exposures in transactional currencies other than the functional currency of the Group are
kept to an acceptable level.

The net unhedged financial assets and financial liabilities of the Group that are not denominated in their functional
currencies are as follows:

Net Financial Assets/(Liabilities)
Held in Non-Functional Currencies

Arab United
Emirates States  Indonesian

Dirham Dollars Rupiah Total

RM’000 RM’000 RM’000 RM’000
Functional Currency of

Group companies

At 31 December 2009
Ringgit Malaysia 585 8 (938) (350)
At 31 December 2008
Ringgit Malaysia 862 29,995 (938) 29,919

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. As part of its overall prudent liquidity management, the
Group maintains sufficient levels of cash or cash convertible investments to meet its working capital requirements.
In addition, the Group strives to maintain available banking facilities at a reasonable level to its overall debt position.
As far as possible, the Group raises committed funding from both capital markets and financial institutions and
balances its portfolio with some short term funding so as to achieve overall cost effectiveness.

Credit Risk

The Group's credit risk is primarily attributable to trade receivables. The Group trades only with recognised and
creditworthy third parties. It is the Group's policy that all customers who wish to trade on credit terms are subject
to credit verification procedures. In addition, receivable balances are monitored on an ongoing basis and the
Group's exposure to bad debts is not significant. Since the Group trades only with recognised and creditworthy
parties, there is no requirement for collateral.

The credit risk of the Group’s other financial assets, which comprise cash and cash equivalents and non-current
investments, arises from default of the counterparty, with a maximum exposure equal to the carrying amount of
these financial assets.

The Group does not have any significant exposure to any individual customer or counterparty nor does it have any
major concentration of credit risk related to any financial assets.
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32. FINANCIAL INSTRUMENTS (cont’d)
() Fair Values

The carrying amounts of financial assets and liabilities of the Group at the balance sheet date approximate their fair
values except for the following:

Group
Carrying
Note Amount  Fair Value
RM’000 RM’000

At 31 December 2009:
Hire purchase liabilities 23 546 564

At 31 December 2008:
Hire purchase liabilities 23 2 1

33. SEGMENT INFORMATION

The Group is organised into three major business segments:

(i)  Construction — construction of buildings and infrastructure works.

(i) Oil and gas — provision of offshore and onshore support services to the oil and gas industry which include
engineering, procurement, construction and commissioning (“EPCC”) for petrochemicals and oil and gas facilities,
operations and maintenance services, development and redevelopment and/or management of oil and gas
brownfields and refineries and trading and supply of oil and gas materials, products and equipment.

(i) Investment holding.

Segment results, assets and liabilities include items directly attributable to a segment as well as those that can be
allocated on a reasonable basis.

Transfer prices between business segments are set on an arm’s length basis in a manner similar to transactions with
third parties. Segment revenue, expenses and results include transfers between business segments. These transfers are
eliminated on consolidation.

/8
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33. SEGMENT INFORMATION (cont’d)

Qil Investment
Construction and Gas Holding  Eliminations Consolidated
RM’000 RM’000 RM’000 RM’000 RM’000
31 December 2009
Revenue
External sales 185,498 24,563 - - 210,061
Inter-segment sales - - 360 (360) -
Total revenue 185,498 24,563 360 (360) 210,061
Results
Operating loss (7,060) (1,052) (4,370) - (12,482)
Finance costs (13)
Share of profit of associates - 3,055 - - 3,055
Share of (loss)/profit of jointly controlled entities (5,397) 168 - - (5,229)
Loss before tax (14,669)
Income tax expense 1,639
Loss for the year (13,030)
Assets and Liabilities
Segment assets 196,725 46,345 3,259 - 246,329
Investments in jointly controlled entities 2,078 922 - - 3,000
Investments in associates - 22,571 - - 22,571
Total assets 271,900
Segment liabilities, representing total liabilities 143,878 45,410 6,831 - 196,119
Other Information
Capital expenditure 984 - 14 - 998
Depreciation 270 317 7 - 594
Amortisation - - 22 - 22
Impairment losses recognised in profit or loss - 2,816 - - 2,816
Non-cash expenses other than depreciation
and amortisation 8,610 2,027 241 - 10,878
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33. SEGMENT INFORMATION (cont’d)

Qil Investment
Construction and Gas Holding  Eliminations Consolidated
RM’000 RM’000 RM’000 RM’000 RM’000
31 December 2008
Revenue
External sales 87,987 120,460 - - 208,447
Inter-segment sales 241 - 720 (961) -
Total revenue 88,228 120,460 720 (961) 208,447
Results
Operating loss (1,748) (51,705) (1,887) - (55,340)
Finance costs 2)
Share of loss of jointly controlled entities (15,186) (2,153) - - (17,339)
Loss before tax (72,681)
Income tax expense (2,371)
Loss for the year (75,052)
Assets and Liabilities
Segment assets 147,890 124,565 2,900 - 275,355
Investments in jointly controlled entities 1,239 1,541 - - 2,780
Total assets 278,135
Segment liabilities, representing total liabilities 60,097 105,264 23,034 - 188,395
Other Information
Capital expenditure 36 - 1,200 - 1,236
Depreciation 168 222 47 - 437
Amortisation - - 22 - 22
Impairment losses recognised in profit or loss - 702 - - 702
Non-cash expenses other than depreciation
and amortisation 2 - 362 - 364
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34. SIGNIFICANT AND SUBSEQUENT EVENTS

(@)

On 6 November 2008, the Group, via Nadaprise Sdn. Bhd. (“Nadaprise”), entered into an agreement with Deltric
Sdn. Bhd. for the disposal of 51,000 ordinary shares of RM1 each in Marzy Niaga Sdn. Bhd. (‘MNSB”), representing
51% equity interest of the issued and paid-up share capital of MNSB, for a total cash consideration of RM400,000.
The disposal was completed on 17 April 2009.

Prior to 29 January 2009, Awan Inspirasi Holdings Sdn. Bhd. (“AlH”) was a subsidiary of Nadaprise. On 29 January
2009, AIH made a capital call of RM10 million and upon the subscription of shares by the respective shareholders,
AlH ceased to be a subsidiary and became a 40% associate of Nadaprise. On 25 May 2009, another capital call
of RM52 million was made by AIH and after the capital contribution by the respective shareholders, the shareholding
of Nadaprise in AIH was diluted from 40% to 32%. Subsequently on 2 November 2009, the shareholding of
Nadaprise in AIH was further diluted from 32% to 25% upon the allotment of shares amounting to RM18 million to
one of the existing shareholders of AlH.

Pembinaan SPK Sdn. Bhd., a wholly owned subsidiary of the Company, had on 15 July 2009 entered into a
contract with ALDAR Properties PJSC, Abu Dhabi, United Arab Emirates for the construction and completion of
730 units of villas in Village 4, Al Falah Community, Abu Dhabi for a contract sum of approximately AED950 million.
The project is expected to commence in early 2010 and is expected to be completed within 24 months.

On 16 July 2009, an application was made to the Companies Commission of Malaysia to strike-off the Company’s
wholly-owned subsidiary, Sentosa Sales Sdn. Bhd. (“Sentosa Sales”) under Section 308 of the Companies Act
1965. Sentosa Sales is currently dormant and has no intention to commence any business activities in the future.
The strike-off was completed subsequent to the financial year.
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