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DIRECTORS’ REPORT
Your directors present their report on the consolidated entity consisting of International Equities Corporation Ltd
(the company) and the entities it controlled at the end of, and during the year ended 30 June 2005.

Directors and Company Secretary
The following persons were directors of the company during the whole of the financial year and up to the date of
this report:
A Manickam (Chairman)
KL Tow
MPF Tow (Chief Executive Officer)
TS Wong
AG Menezes (Chief Financial Officer / Company Secretary)
The company secretaries in office during or since the end of the year are:
NM Harvard (Resigned w.e.f. 15 July 2005)
AG Menezes (Appointed w.e.f. 15 July 2005)

Information on directors and company secretary:
The particulars of the qualifications, experience, special responsibilities, shareholdings and disclosure of
interests of the directors and company secretaries are as follows:
Arulananda Manickam is a Chartered Accountant trained in the United Kingdom. He has more than 16 years
experience in auditing, accounting and insurance. Over the last 11 years he has held directorships in public listed
companies in Malaysia in areas involving property development and investment, hospitality, financial institution
and travel. Between 1993 and 2003 he held the position of director in Austral Amalgamated Berhad, a Malaysian
public listed company. Austral Amalgamated Berhad is a substantial shareholder of the company.
He attended 8 of the 8 meetings of directors held during the year.
Kong Liang Tow is a well established businessman with extensive business interests in commercial, residential
and tourism properties. Over the last 14 years he has held directorships in various public listed companies in
Malaysia which activities include property development and investment. He also has business interests in
logging, timber and manufacturing industries. Between 1993 and 2003 he held the position of director in Austral
Amalgamated Berhad, a Malaysian public listed company. Austral Amalgamated Berhad is a substantial
shareholder of the company.
He attended 8 of the 8 meetings of directors held during the year.
Marcus Peng Fye Tow holds a Batchelor of Business Management degree from Melbourne’s Monash University
and also the Master of Management from Swinburne University. Since graduating he has been actively involved
in all areas with the company’s development projects in Melbourne. He is also a director of Renaissance Assets
Pty Ltd which is a substantial shareholder in the company. In the last three years, he did not hold directorships in
other listed companies.
He attended 8 of the 8 meetings of directors held during the year.
Wong Tit Seng is a member of the Malaysian Institute of Accountants, trained and qualified in the United
Kingdom with the Chartered Association of Certified Accountants. He has over 19 years of experience in various
fields of industries in the areas of corporate finance, corporate planning, taxation, business management and
consultancy. In the last three years, he did not hold directorships in other listed companies.
He attended 8 of the 8 meetings of directors held during the year.
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Information on directors and company secretary (cont):
Aubrey George Menezes is a member of the Chartered Institute of Management Accountants. He is experienced
in corporate finance and planning and was previously attached to professional practice and public listed
corporation, which activities include property development and investment, hospitality and travel. In the last three
years, he did not hold directorships in other listed companies.
He attended 8 of the 8 meetings of directors held during the year.
Nicole Marie Harvard is a graduate of business management from the United Kingdom and has worked in the
company since 1994. She brings to the company her experience as a legal assistant in the United Kingdom and
United States of America.
She attended 8 of the 8 meetings of directors held during the year.

Remuneration Report
Remuneration policy
The Board has adopted the remuneration committee’s recommendation as follows:
The remuneration policy of International Equities Corporation Limited states that director’s and executive’s
remuneration should be fixed at fair market terms. These terms may include offering incentives linked to key
performance areas affecting the economic entity’s financial results. Where contractual, the remuneration term will
be for one calendar year. This policy aims to draw a balance between retaining the best executives and directors
to run and manage the economic entity, as well as create goal congruence between directors, executives and
shareholders.
Fair market terms are defined as an all encompassing annual remuneration, benefits and employment terms and
conditions that would be comparable to the remuneration of individuals in other entities with similar financial
performance or as recommended by a human resource consultant.
The board’s policy in determining the nature and amount of remuneration for board members and senior
executives on of the economic entity is outlined as follows:
(i)
(ii)
(iii)

(iv)
(v)

The remuneration policy for senior executives includes an annual salary, fringe benefits (if applicable)
and superannuation contribution. Other statutory terms are included.
The remuneration policy for executive directors includes an annual salary, fringe benefits (if applicable)
and superannuation contribution. Other statutory terms are included.
The remuneration policy for an executive director with a service contract is a fee including GST. No
fringe benefits and superannuation contributions are applicable. The nature of the contract is highlighted
under Employment Contracts of Directors and Senior Executives in this remuneration report.
The remuneration policy for non-executive directors includes an annual directors fee and travelling
expenses (if applicable) to attend all meetings.
Directors are not entitled to any type of fee if employed with the company unless recommended and
approved by shareholders at the Annual General Meeting.

For the financial year, the Board has adopted two recommendations which are:
(i)

(ii)

To accept and ratify all current director’s and executive’s remuneration terms in the interim. The
remuneration committee will formulate new recommendations for the coming financial year in
accordance with the policies, where required.
Non-executive directors will be reimbursed for attending meetings. No fee will be payable for the last
financial year.

During the financial year, the employed directors and executives received a superannuation guaranteed
contribution required by the government, which is currently 9%. They did not receive any other retirement
benefits. All remuneration paid to directors and executives were valued at cost to the company and expensed. No
shares or options were given to directors and executives during the year.
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Performance Based Remuneration
The performance of directors and executives are measured against the economic entity’s performance to
enhance shareholders’ value. The criteria is set as a measured increase in the net tangible asset value of the
economic entity excluding intangibles. Other key performance indicators apply. All remuneration reviews,
bonuses and incentives are linked to this performance criteria. The Board may, however, exercise its discretion
and can recommend changes to the remuneration committee’s recommendations. Any changes will be
deliberated and justified by the remuneration committee.
For the financial year, the Board has accepted the remuneration committee’s recommendation to defer payments
of remuneration increments, bonuses and incentives until sustainable profits are achieved.

Company Performance, Shareholders Wealth and Directors’ and Executives’ Remuneration
The remuneration policy aims to achieve goal congruence between shareholders and directors and executives.
Given the size of the company and industry in which the company is in, a simpler measure of performance has
been adopted. The criteria is set as a measured increase in the net tangible asset value of the economic entity
excluding intangibles.
For the hospitality and tourism sector two criteria’s are employed:
(i)
(ii)

To achieve a 10% growth in Gross Operating Profit (GOP) whilst maintaining a ratio of 50% to Gross
Revenues.
To achieve a 5% increase in net tangible asset value excluding intangibles.

For the property development sector three criteria’s are employed:
(i)
(ii)
(iii)

To achieve a 10% growth in Net after Tax profits.
To achieve a 5% increase in net tangible asset value excluding intangibles.
To reject any development proposal with less than 15% development profit.

These criteria’s and performance indices are to be reviewed every 3 three years.
Whilst shareholders wealth has deteriorated due to write downs in asset values and the immediate recognition of
provisions, the economic entity’s performance is expected to turnaround in the financial year ahead.

Disclosure relating to directors’ and executive officers’ emoluments is as follows:
(a) Names and positions held of parent entity directors and specified executives in office at any time
during the financial year are:
Parent entity directors:
A Manickam
KL Tow
AG Menezes
MPF Tow
TS Wong

chairman
director
director
director
director

Specified executives:
N Harvard

company secretary

-

non-executive
non-executive
non-executive
executive
executive

There are no other employees within the consolidated entity who are considered to be executives as defined
by AASB 1046.
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(b) Specified directors’ remuneration
Post Equity Other
employment
Super- Options
annuation
$000
$000 $000
-

Primary

2005
A Manickam
KL Tow
AG Menezes
MPF Tow
TS Wong

Salary, fees & Superannuation Cash
commissions
contribution bonus
$000
$000 $000
277
91
8
368
8
-

2004
A Manickam
KL Tow
AG Menezes
MPF Tow
TS Wong

231
91
322

Non cash
benefits
$000
13
13

Total

$000
277
112
389

8
8

-

7
7

-

-

-

231
106
337

(c) Specified executives’ remuneration
2005
N Harvard

47

4

-

-

-

-

-

45

2004
N Harvard

41

3

1

-

-

-

-

45

(d) Remuneration options
Options granted as remuneration:
There were no options granted as remuneration during the year to parent entity directors or specified
executives.
(e) Shares issued on exercise of remuneration options
There were no shares issued on exercise of remuneration options by parent entity directors or specified
executives during the year.
(f) Options and rights holdings
Number of options held by parent entity directors and specified executives:
Balance
Granted as
Options Net change Balance Total vested
Total
Total
1.7.04 remuneration exercised*
other* 30.6.05
30.6.05 exercisable unexercisable
Parent entity directors:
A Manickam
KL Tow
AG Menezes
MPF Tow
TS Wong

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

Specified executives:
N Harvard

5

DIRECTORS’ REPORT

(g) Shareholdings
Number of shares held by parent entity directors and specified executives:
Balance
1.7.04

Received as
remuneration

Options Net change
exercised
other*

Balance
30.6.05

60,853,125

-

-

-

60,853,125

21,862,500

-

-

-

21,862,500

-

-

-

-

-

82,715,625

-

-

-

82,715,625

Parent entity directors:
A Manickam
KL Tow
AG Menezes
MPF Tow +
TS Wong ++
Specified executives:
N Harvard

+ Interest arises from MPF Tow’s directorship in Renaissance Assets Pty Ltd
++ Interest arises from TS Wong’s directorship in Amaya Investments Pty Ltd
* Net change other refers to shares purchased or sold during the financial year.

(h) Employment Contracts of Directors and Senior Executives
Employed directors and senior executives are given contracts of service which stipulate an annual salary and
benefits (if applicable). The remuneration structure for the director and senior executive is based on a number
of factors, including length of service, particular experience of the individual concerned, and overall
performance of the company. The contracts for service between the company and the director and senior
executive are on a continuing basis the terms of which are not expected to change in the immediate future.
Upon retirement the director and senior executive are paid employee benefit entitlements accrued to date of
retirement. The director and senior executive are paid a sum based on the last salary depending on the length
of service in the event of redundancy. Any options not exercised before or on the date of termination lapse.
With exception, the company has an on going management agreement with Renaissance United Assets
Management Pty Ltd. The terms of the agreement are for the provision of Mr. MFP Tow’s services which
expires on 31st December 2005. No superannuation and benefits are applicable under that agreement. The
company reserves the right to renew the agreement under fair market terms. No termination payments are
included in the agreement. Mr. MFP Tow has an interest in that company.

Principal activities
The principal activities of the consolidated entity during the course of the financial year were development of
properties and operation of the hotel in Perth. During the year, the company completed its final phase of
development of residential apartments in Melbourne, Victoria. Additionally, the company ventured into the
hospitality industry by taking over the management of the hotel which is now branded as Seasons of Perth
(formerly known as The Sebel Perth hotel).

Consolidated results

2005
$000

2004
$000

The consolidated loss of the group for the year after
income tax expense was:

(7,268)

3,650

Earnings per share
Basic earnings per share (cents per share)

(5.67c)

3.56c

Significant changes in state of affairs
There have been no significant changes in the state of affairs of the consolidated entity that occurred during the
financial year other then writing down the carrying amounts of assets, amounting to $3,281,000, as disclosed in
note 3(c).
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Review of operations
A summary of consolidated revenues and results by industry segments is set out below:

Property development
Tourism

Segment revenue
$000
11,622
4,908

Segment results
$000
(5,962)
(1,306)

The main operating assets of the consolidated entity are the two property development projects in Melbourne and
the hotel operations of Seasons of Perth.
Uropa and Seasons Residential Apartments
This is a property development undertaken by IEC (Management) Pty Ltd, a wholly owned subsidiary of the
company which completed its final stage of development namely Seasons Apartments in Melbourne. It handed
over 93 out of 157 apartments. The company also continued marketing the remaining stock of Uropa Apartments
from its stage 1 development leaving a stock of 28 out of 196 apartments. The construction loan of $51m and
$36m for Stage 1 and 2, respectively, have been fully repaid out of settlement proceeds.
‘Seasons on St Kilda Road’ Service Apartments
This is a development project at 572 St. Kilda Road, Melbourne to be undertaken by (IEC) Pacific Pty. Ltd.,
a wholly owned subsidiary of the company. It comprises of 147 apartments with a total gross development value
of $57m. The construction cost is estimated at $37m which will be funded by a loan. The project is expected to
start in 2006.
Seasons of Perth hotel
The management of the hotel was taken over by the company in January 2005 in an effort to better manage the
property and reduce its overheads. The result has been immediate. However, the impact of a termination fee of
$325,000 resulted in an operating loss of $290,156 (2004: $208,649). Before this deduction there would have
been an operating profit of $34,844.
Dividends
No dividend is recommended in respect of the year ended 30 June 2005 and none has been paid or
recommended since the start of the financial year.
Events after the end of the financial year
There has not been any matter or circumstances that has significantly affected, or may significantly affect, the
operations of the economic entity, the results of those operations, or the state of affairs of the economic entity in
the financial year after the financial year ended 30 June 2005 other than the following:
(i)

An offer from National Australia Bank to re-finance the current lenders. The offer is in two tranches for
$19,000,000 and $3,000,000, respectively. The company is unlikely to accept this offer in its current
form.

(ii)

In September 2005, the company entered into a contract of sale to acquire 112-116 Leopold Street,
South Yarra, Melbourne, Victoria for $2.65m. Settlement will take place in February 2006 and will be
financed through bank borrowings. The property consists of 1 two storey residence and 4 one bedroom
apartments which will be re-developed. This re-development is unlikely to impact on the profitability of
the company for the coming financial year.

Likely developments and expected results of operations.
Further information on likely developments in the operation of the consolidated entity and the expected results of
operations have not been included in this report because the directors believe it would be likely to result in
unreasonable prejudice to the consolidated entity.
Environmental regulations
The directors believe that the consolidated entity is not subject to any particular or significant environmental
regulation.
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Insurance of officers
During the financial year, the company paid a premium of $29,876 to insure certain officers of the company and
related bodies corporate. The officers of the company covered by the insurance policy include the directors: A
Manickam, KL Tow, AG Menezes, MPF Tow, TS Wong and the company secretary, N Harvard. The liabilities
insured include costs and expenses that may be incurred in defending civil or criminal proceedings should such
proceedings be brought against the officers in their capacity as officers of the company or a related body
corporate.
Share options
There are no options over unissued shares as at the date of this report. No options were exercised during the
past year.
Proceedings on behalf of company
No person has applied for leave of court to bring proceedings on behalf of the company or intervene in any
proceedings to which the company is a party for the purpose of taking responsibility on behalf of the company for
all or any part of those proceedings.
Rounding of amounts to nearest thousand dollars
The company is of a kind referred to in class order 98/0100 issued by the Australian Securities and Investments
Commission, relating to the “rounding off” of amounts in the directors’ report and financial report. Amounts in the
directors’ report and the financial report have been rounded off to the nearest thousand dollars in accordance
with that class order.
Auditor’s Independence Declaration
The lead auditor’s independence declaration for the year ended 30 June 2005 has been received and can be
found on page 9.
Non-audit Services
The board of directors is satisfied that the provision of non-audit services during the year is compatible with the
general standard of independence for auditors imposed by the Corporations Act 2001. The directors are satisfied
that the services disclosed below did not compromise the external auditor’s independence for the following
reasons:
•

all non-audit services are reviewed and approved by the directors prior to commencement to ensure they
do not adversely affect the integrity and objectivity of the auditor; and

•

the nature of the services provided do not compromise the general principles relating to auditor
independence as set out in the Institute of Chartered Accountants in Australia and CPA Australia’s
Professional Statement F.1: Professional Independence.

The following fees for non-audit services were paid/payable to the external auditors during the year ended
30 June 2005.
$
Taxation services
Accounting assistance

8,133
7,200
15,333

This report is made out in accordance with a resolution of directors.

AG Menezes
Director
Perth Western Australia
30 September 2005
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INTERNATIONAL EQUITIES CORPORATIONS LTD

AUDITOR’S INDEPENDENCE DECLARATION
UNDER SECTION 307C OF THE CORPORATIONS ACT 2001
TO THE DIRECTORS OF INTERNATIONAL EQUITIES CORPORATION LTD

I declare, that to the best of my knowledge and beliefs, during the year ended 30 June 2005 there have been:
(i)

no contraventions of the auditor independence requirements as set out in the Corporations Act 2001
in relation to the audit; and

(ii)

no contraventions of any applicable code of professional conduct in relation to the audit.

NEIL PACE
PARTNER
REGISTERED COMPANY AUDITOR

MOORE STEPHENS
CHARTERED ACCOUNTANTS

Signed at Perth this 30th day of September 2005.
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INDEPENDENT AUDIT REPORT TO THE MEMBERS OF INTERNATIONAL EQUITIES
CORPORATION LIMITED
SCOPE
The Financial Report, Remuneration Disclosures & Directors’ Responsibility
The financial report comprises the statement of financial position, statement of financial performance, statement
of cash flows, accompanying notes to the financial statements, and the directors’ declaration for both
International Equities Corporation Limited (the “Company”) and the Consolidated Entity for the year ended 30
June 2005. The Consolidated Entity comprises both the Company and the entities it controlled during that year.
The company has disclosed information about the remuneration of directors and executives (“remuneration
disclosures”), as required by Accounting Standard AASB 1046 Director and Executive Disclosures by Disclosing
Entities, under the heading “remuneration report” on page 3 of the directors’ report, as permitted by the
Corporations Regulations 2001.
The directors of the Company are responsible for the preparation and true and fair presentation of the financial
report in accordance with the Corporations Act 2001. This includes responsibility for the maintenance of
adequate accounting records and internal controls that are designed to prevent and detect fraud and error, and
for the accounting policies and accounting estimates inherent in the financial report. The directors are also
responsible for the remuneration disclosures contained in the directors’ report.
Audit Approach
We conducted an independent audit in order to express an opinion to the members of the Company. Our audit
was conducted in accordance with Australian Auditing Standards in order to provide reasonable assurance as to
whether the financial report is free of material misstatement and the remuneration disclosures comply with
Accounting Standard AASB 1046 and the Corporations Regulations 2001. The nature of an audit is influenced
by factors such as the use of professional judgement, selective testing, the inherent limitations of internal control,
and the availability of persuasive rather than conclusive evidence. Therefore, an audit cannot guarantee that all
material misstatements have been detected.
We performed procedures to assess whether in all material respects the financial report presents fairly, in
accordance with the Corporations Act 2001, Accounting Standards, and other mandatory financial reporting
requirements in Australia, a view which is consistent with our understanding of the Company’s financial position,
and of its performance as represented by the results of their operations and cash flows and whether the
remuneration disclosures comply with Accounting Standard AASB 1046 and the Corporations Regulations 2001.
We formed our audit opinion on the basis of these procedures, which included:
•
•

examining, on a test basis, information to provide evidence supporting the amounts and disclosures in the
financial report and remuneration disclosures, and
assessing the appropriateness of the accounting policies and disclosures used and the reasonableness of
significant accounting estimates made by the directors.

While we considered the effectiveness of management’s internal controls over financial reporting when
determining the nature and extent of our procedures, our audit was not designed to provide assurance on
internal controls.

INDEPENDENCE
In conducting our audit, we have complied with the independence requirements of the Corporations Act 2001.
We confirm that the independence declaration required by the Corporations Act 2001, provided to the directors of
the Company would be in the same terms if provided to the directors as at the date of this audit report.
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AUDIT OPINION
In our opinion:
(1) the financial report of International Equities Corporation Limited is in accordance with:
(a) the Corporations Act 2001, including:
(i) giving a true and fair view of the Company’s and Consolidated Entity’s financial position as at 30
June 2004 and of their performance for the year ended on that date; and
(ii) complying with Accounting Standards in Australia and the Corporations Regulations 2001; and
(b) other mandatory professional reporting requirements in Australia.
(2) the remuneration disclosure that are contained in pages 3 to 6 of the directors’ report comply with Accounting
Standard AASB 1046 and the Corporations Regulations 2001.

NEIL PACE
PARTNER
REGISTERED COMPANY AUDITOR

MOORE STEPHENS
CHARTERED ACCOUNTANTS

Signed at Perth this 30th day of September 2005.
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The directors of the company declare that:

(1) the financial statements and notes, as set out on pages 13 to 35, are in accordance with the Corporations
Act 2001 and:
(a) comply with Accounting Standards and the Corporations Regulations 2001; and
(b) give a true and fair view of the financial position as at 30 June 2005 and of the performance for the
year ended on that date of the company and economic entity;

(2) the Chief Executive Officer and Chief Finance Officer have each declared that:
(a) the financial records of the company for the financial year have been properly maintained in
accordance with section 286 of the Corporations Act 2001;
(b) the financial statements and notes for the financial year comply with the Accounting Standards; and
(c) the financial statements and notes for the financial year give a true and fair view.

(3) in the directors’ opinion there are reasonable grounds to believe that the company will be able to pay its
debts as and when they become due and payable.

This declaration is made in accordance with a resolution of the directors.

AG Menezes
Director
Perth, Western Australia
30 September 2005
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FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2005
Note

Consolidated entity
2005
2004
$000
$000

Parent entity
2005
2004
$000
$000

Revenues from ordinary activities

2

16,530

33,454

770

1,518

Expenses from ordinary activities, excluding
borrowing costs expense
Borrowing costs expense

3
3

(21,495)
(2,303)

(29,161)
(2003)

(1,976)
(4)

(6,053)
(111)

3

(7,268)

2,290

(1,210)

(4,646)

23

-

1,360

-

-

Profit/(loss) from ordinary activities after
related income tax expense

(7,268)

3,650

(1,210)

(4,646)

Profit/(loss) from extraordinary item after
related income tax expense/(revenue)

-

-

-

-

(7,268)

3,650

(1,210)

(4,646)

Net exchange difference on translation of
financial report of self sustaining foreign
operations

-

-

-

-

Total revenues, expenses and valuation
adjustments attributable to members of the
parent entity and recognised directly in equity

-

-

-

-

(7,268)

3,650

(1,210)

(4,646)

(5.67c)

3.56c

Profit/(loss) from ordinary activities before
income tax expense
Income tax expense relating to ordinary
activities

Net profit/(loss) attributable to the
members of the parent entity

20

Total changes in equity other than those
resulting from transactions with owners
as owners

Earnings/ (Loss) per share

6

The above statement of financial performance should be read in conjunction with the accompanying notes.
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STATEMENT OF FINANCIAL POSITION FOR THE YEAR ENDED 30 JUNE 2005
Note

Current assets
Cash
Receivables
Inventories
Other
Total current assets
Non current assets
Receivables
Inventories
Other financial assets
Property, plant and equipment
Intangible assets
Total non current assets
Total assets
Current liabilities
Payables
Interest-bearing liabilities
Provisions
Total current liabilities
Non current liabilities
Payables
Deferred tax liabilities
Interest-bearing liabilities
Total non current liabilities
Total liabilities
Net assets
Equity
Contributed equity
Reserves
Accumulated profits/(losses)
Total equity

Consolidated entity
2005
2004
$000
$000

Parent entity
2005
2004
$000
$000

8
9
10
14

1,997
366
29,592
209
32,164

634
855
55,844
147
57,480

47
4
490
541

234
9
1,073
1,316

9
10
11
12
13

1,520
7,830
11,450
1
20,801
52,965

8,863
174
12,442
1
21,480
78,960

8,373
22
8,395
8,936

11,594
174
35
11,803
13,119

15
16
17

3,845
1,155
5,000

1,873
33,830
62
35,765

651
651

822
691
1,513

15

510
40,775
41,285
46,285
6,680

2,292
510
26,445
29,247
65,012
13,948

182
510
692
1,343
7,593

2,292
510
2,802
4,315
8,804

12,093
40
(5,453)
6,680

12,093
40
1,815
13,948

12,093
40
(4,540)
7,593

12,093
40
(3,329)
8,804

16

18
19
20

The above statement of financial position should be read in conjunction with the accompanying notes.
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STATEMENT OF CASH FLOW FOR THE YEAR ENDED 30 JUNE 2005
Note

Cash flows from operating activities
Receipts from customers
Payments to suppliers and employees
Interest received
Borrowing costs paid
Other Income
Other - property development costs
Net cash (used in)/provided by operating activities

7(a)

Cash flows from investing activities
Proceeds from sale of property, plant and
equipment
Purchase of property, plant and equipment
Purchase of investments
Proceeds from sale of a controlled entity, net of
cash disposed
Net loans – subsidiaries
Net cash provided by/(used in) investing activities

Cash flows from financing activities
Finance lease repayments
Proceeds from issues of shares
Proceeds from borrowings
Repayment of borrowings
Net cash provided by financing activities

Net increase/(decrease) in cash held
Cash at the beginning of the financial year
Cash at the end of the financial year

8

Consolidated entity
2005
2004
$000
$000

Parent entity
2005
2004
$000
$000

49,852
(5,901)
153
(2,303)
91
(19,963)
21,929

41,586
(6,996)
2
(2,003)
(24,528)
8,061

581
(1,185)
4
(4)
(604)

1,141
(1,158)
2
(111)
(126)

-

-

-

-

(168)
-

(98)
(164)

(3)
-

(19)
(164)

(168)

228
(34)

1,111
1,108

375
(1,486)
(1,294)

16,296
(36,189)
(19,893)

2,580
6,980
(18,532)
(8,972)

(691)
(691)

2,580
(1,009)
1,571

1,868
129
1,997

(945)
1,074
129

(187)
234
47

151
83
234

The above statement of cash flow should be read in conjunction with the accompanying notes.
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NOTES TO THE FINANCIAL STATEMENTS 30 JUNE 2005
1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES
This financial report is a general purpose financial report that has been prepared in accordance with
Accounting Standards, Urgent Issues Group Consensus Views and other authoritative pronouncements of
the Australian Accounting Standards Board.
The financial report covers the company as the parent entity and the company and subsidiaries as the
consolidated entity. The company is a listed public company, incorporated and domiciled in Australia.
The financial report has been prepared on an accruals basis and is based on historical costs and does not
take into account changing money values, or, except where stated, current valuations of non-current assets.
Cost is based on their fair values of the consideration given in exchange for assets.
The following is a summary of the material accounting policies adopted by the economic entity in the
preparation of the financial report. The accounting policies have been consistently applied, unless otherwise
stated.
(a) Principles of consolidation
Controlled entities:
The consolidated financial statements have been prepared by combining the financial statements of all
the entities that comprise the consolidated entity, being the company (the parent entity) and its controlled
entities as defined in accounting standard AASB1024 “consolidated accounts”. A list of controlled
entities appears in note 24 to the financial statements.
The consolidated financial statements include the information and results of each controlled entity from
the date on which the company obtains control and until such time as the company ceases to control
such entity.
In preparing the consolidated financial statements, all inter-company balances and transactions, and
unrealised profits arising within the consolidated entity are eliminated in full.
Joint ventures:
A joint venture is either an entity or operation that is jointly controlled by the consolidated entity. In the
consolidated financial statements, investments in joint venture entities, including partnerships, are
accounted for using equity accounting principles. Investments in joint venture entities are carried at the
lower of the equity accounted amount and recoverable amount.
The consolidated entity’s share of the joint venture entity’s net profit or loss is recognised in the
consolidated statement of financial performance from the date joint control commenced until the date
joint control ceases. Other movements in reserves are recognised directly in consolidated reserves.
(b) Investments
Investments in unlisted securities are carried at cost and where applicable, cost is written down to reflect
the underlying value of the asset value of the investments.

(c) Depreciation
Depreciation is provided on property, plant and equipment including freehold buildings (other than those
held for investment purposes) but excluding land. Depreciation is calculated on a straight line or
reducing balance basis so as to write off the net cost of each asset during its expected useful life.
The expected useful lives are as follows:
Buildings
Furniture, fixtures and equipment
Motor vehicles
Leasehold Improvements at cost

50
5
5
5

years
years
years
years
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(d) Recoverable amount of non-current assets
The carrying amounts of non-current assets valued on the cost basis, are reviewed to determine whether
they are in excess of their recoverable amount at balance date. If the carrying amount of a non-current
asset exceeds its recoverable amount, the asset is written down to the lower amount. The write-down is
expensed in the reporting period in which it occurs.
Current valuations for land and buildings valued on the cost basis are carried out at least once every
three years.
Where a group of assets working together supports the generation of cash inflows, recoverable amount
is assessed in relation to that group of assets.
In assessing recoverable amounts of non-current assets, the relevant cash flows have not been
discounted to their present value, except where specifically stated.

(e) Revaluations of non-current assets
Non-current assets measured at fair value are revalued with sufficient regularity to ensure the carrying
amount of each asset does not differ materially from fair value at reporting date. Independent valuations
are obtained at least every three years. Revaluation increments are recognised in the asset revaluation
reserve except for amounts reversing a decrement previously recognised as an expense, which are
recognised as revenues. Revaluation decrements are only offset against revaluation increments relating
to the same class of asset and any excess is recognised as an expense.

(f) Inventories
Other than inventories associated with land held for development and resale which are valued at cost,
current inventories comprising stores and consumables are valued at the lower of cost and net realisable
value. Costs are assigned to inventory on hand by the method most appropriate to each particular class
of inventory, with the majority being valued on a first in first out or weighted average cost basis.

(g) Foreign currency
All foreign currency transactions during the financial year have been brought to account using the
exchange rate in effect at the date of the transactions. Foreign currency receivables and payables at
reporting date are translated at the exchange rate current at that date.
Exchange differences are brought to account in the statement of financial performance in the period in
which they arise except that:
i.
ii.

Exchange differences on transactions which relate to qualifying assets under construction for future
productive use are included in the cost of those assets; and
Exchange differences on transactions entered into in order to hedge the purchase or sale of specific
goods and services are deferred and included in the measurement of the purchase or sale.

Exchange differences relating to foreign currency monetary items forming part of the net investment in a
self-sustaining foreign operation are taken directly to the foreign currency translation reserve.
Financial statements of self-sustaining foreign controlled entities are translated at reporting date using
the current rate method and exchange differences are brought to account by entries made directly to the
foreign currency translation reserve.
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(h) Income tax
Tax effect accounting principles have been adopted whereby the income tax expense has been
calculated on pre-tax accounting losses after adjustment for permanent differences. The future tax
benefit relating to tax losses is not carried forward as an asset unless the benefit is virtually certain of
realisation. The tax effect of timing differences, which occur when items are included or allowed for
income tax purposes in a period different to that for accounting, is shown at current taxation rates in the
provision for deferred income tax and future income tax benefit, as applicable, at the rates which are
expected to apply when those timing differences reverse.
The company and its wholly-owned Australian subsidiaries have formed an income tax consolidated
group under the Tax Consolidation Regime. The company is responsible for recognising the current and
deferred tax assets and liabilities for the tax consolidated group.

(i) Cash
For purposes of the statement of cash flows, cash includes deposits at call which are readily convertible
to cash on hand and are subject to an insignificant risk of changes in value, net of outstanding bank
overdrafts.

(j) Earnings per share
i.

Basic earnings per share
Basic earnings per share is determined by dividing the group operating result after income tax
attributable to members by the weighted average number of ordinary shares outstanding during the
financial year, adjusted for bonus elements in ordinary shares issued during the year.

ii.

Diluted earnings per share
Diluted earnings per share adjusts the figure used in the determination of basic earnings per share
by taking into account amounts paid on ordinary shares and any reduction in earnings per share that
will probably arise from the exercise of options outstanding during the financial year.

(k) Land held for development and resale
Land held for development and resale comprises land held for development, contract costs and other
holding costs incurred to date.
Costs include the cost of acquisition, development, interest on funds borrowed for the development and
holding costs until completion of development. Interest and holding charges incurred after development
are expensed.
Profit is recognised on an individual contract basis using the percentage completed method when the
stage of contract completion can be reliably determined, costs to date can be clearly identified and the
following can be reliably estimated:
- total contract revenues to be received
- costs to complete
Profit recognition does not normally commence until substantial sales have been achieved and physical
construction has reached a substantial level (generally above 30% complete).

(l) Trade and other creditors
These amounts represent liabilities for goods and services provided to the consolidated entity prior to the
end of the financial year and which are unpaid. These amounts are unsecured and are usually paid
within 30 days of recognition.
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(m) Borrowings and borrowing costs
Loans are carried at their principal amounts which represent the present value of future cash flows
associated with servicing the debt. Interest is accrued over the period it becomes due and is recorded as
part of other creditors.
Borrowing costs are recognised as expenses in the period in which they are incurred, except where they
are included in the costs of qualifying assets. Borrowing costs include interest on bank overdrafts, and
short-term and long-term borrowings.

(n) Employee entitlements
i.

Wages and salaries and annual leave
Liabilities for wages and salaries and annual leave are recognised, and measured as the amount
unpaid at the reporting date at current pay rates in respect of employees’ services up to that date.

ii.

Long service leave
A liability for long service leave is recognised, and is measured as the present value for expected
future payments to be made in respect of services provided by employees up to the reporting date.
Consideration is given to expected future wage and salary levels, experience of employee
departures and periods of service. Expected future payments are discounted using interest rates on
national government guaranteed securities with terms to maturity that match, as closely as possible,
the estimated future cash flows.

(o) Acquisition of assets
The cost method of accounting is used for all acquisitions of assets regardless of whether shares or
other assets are acquired. Cost is determined as the fair value of the assets given up, shares issued or
liabilities undertaken at the date of acquisition plus costs incidental to acquisition. Where shares are
issued in an acquisition, the value of the shares is determined having reference to the fair values of the
assets or the net assets acquired, including goodwill or discount on acquisition where applicable.

(p) Revenue
Amounts disclosed as revenue are net of returns, trade allowances and duties and taxes.
Revenue from the sale of apartments or units is generally recognised upon settlement.
Pre completion sales contracts in relation to residential property development projects are accounted for
as construction contracts in accordance with accounting standard AASB1009. Sales from these
contracts are recognised as income on execution of the sales contract, subject to the project having
approved funding for development in place.
Interest revenue is recognised on a proportional basis taking into account the interest rates applicable to
the financial assets.
Dividend revenue is recognised when the right to receive a dividend has been established.
Revenue from the rendering of services and accommodation is recognised upon the provision of the
service to customers.
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(q) Receivables
All trade and other debtors are recognised at the amounts receivable as they are due for settlement no
more than 30 days from date of recognition. Collectibility of trade and other debtors are reviewed on an
ongoing basis; uncollectible debts are written off. A provision for doubtful debts is raised where some
doubt as to collection exists.

(r) Adoption of Australian equivalents to International Financial Reporting Standards
The adoption of Australian equivalents to International Financial Reporting Standards (AIFRS) is
applicable to annual reporting periods beginning on or after 1 January 2005. This requires the production
of accounting data for future comparative purposes at the beginning of the current financial year (i.e. as
at 1 July 2004). On first time adoption of AIFRS, comparatives for the financial year ended 30 June 2005
are required to be restated. The majority of AIFRS transitional adjustment will be made retrospectively
against retained earnings as at 1 July 2004.
The company’s management has assessed the significance of the expected changes and is preparing
for their implementation.
The directors are of the opinion that the following material differences will arise in respect of the
Company’s accounting policies on conversion to AIFRS. It should be noted however that this view could
change if there are amendments by standard setters to the current AIFRS or interpretation of the AIFRS
requirement changes.
-

Impairment of assets
The economic entity currently determines the recoverable amount of an asset on the basis of either
undiscounted or discounted (depending on the specific asset ) net cash flows that will be received
from the assets use and subsequent disposal. In terms of AASB 136: Impairment of Assets, the
recoverable amount of an asset will be determined as the higher of the fair value less costs to sell
and value in use. It is expected that this change in accounting policy will generally lead to
impairments being recognised more often than under the existing policy.
As a result of impairment testing as at 1 July 2004 the carrying value of the freehold land being
attributable to the Seasons Hotel will be restated downwards by $1,016,000 as at that date. This will
result in the provision for diminution provided during the year ended 30 June 2005 being reversed
thereby increasing the net profit after tax for the year ended 30 June 2005 by $1,016,000 and
decreasing opening retained earnings, as at 1 July 2004, by the same amount.
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Consolidated entity
2004
2005
$000
$000
2.

REVENUE
Operating activities
- sales of apartments
- sale of services and accommodation
- property management fees
- rental revenue
- interest received - other persons
- other revenue
Revenue from outside the operating activities
- proceeds on disposal of a controlled entity
- proceeds on disposal of property, plant and
equipment

3.

2005
$000

Parent entity
2004
$000

9,808
4,908
160
1,073
153
428
16,530

26,966
5,118
356
2
637
33,079

559
17
4
190
770

1,141
2
1,143

-

375

-

375

16,530

375
33,454

770

375
1,518

2,303

2,003

4

111

2,618
1,016
3,605

1,564
(2,442)
3,902

1,137
33
-

986
3,994
-

144
8,134
1,958
971
2,265
784
21,495

174
24,528
684
259
492
29,161

16
550
-

1,073
-

240
1,976

6,053

-

2,817

-

(3,619)

(1,016)
(2,265)
(3,281)

375
2,442
2,817

-

375
(3,994)
(3,619)

PROFIT/(LOSS) FROM ORDINARY ACTIVITIES
Profit/(loss) from ordinary activities before
income tax has been determined after:

(a) Borrowing costs:
- other persons
Expenses:
Administration costs
Diminution in value of Seasons Hotel
Carrying amount of assets sold
Hotel costs and cost of goods sold
Depreciation of non-current assets:
- plant and equipment
Development costs – apartments
Commissions
Rental guarantee
Provision for diminution in development cost
Other costs
(b)

Net gains/(losses):

Net gain/(loss) on disposal of controlled entity
(c) Significant revenues and expenses
The following significant revenue and expense
items, included above, are relevant in explaining
the financial performance:

Consideration on disposal of controlled entity
Carrying amount of net assets sold
Provision for diminution in Seasons Hotel
Provision for diminution in development costs
Net gain on disposal of controlled entity
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4. DIRECTORS’ AND EXECUTIVES’ DISCLOSURES
(a) Names and positions held of parent entity directors and specified executives in office at any time
during the financial year are:
Parent entity directors:
A Manickam
KL Tow
AG Menezes
MPF Tow
TS Wong

chairman
director
director
director
director

Specified executives:
N Harvard

company secretary

-

non-executive
non-executive
non-executive
executive
executive

There are no other employees within the consolidated entity who are considered to be executives as defined
by AASB 1046.
(b) Options and rights holdings
Number of options held by parent entity directors and specified executives:
Balance
Granted as
Options Net change Balance Total vested
Total
Total
1.7.04 remuneration exercised*
other* 30.6.05
30.6.05 exercisable unexercisable
Parent entity directors:
A Manickam
KL Tow
AG Menezes
MPF Tow
TS Wong
Specified executives:
N Harvard

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

Options Net change
exercised
other*

Balance
30.6.05

(c) Shareholdings
Number of shares held by parent entity directors and specified executives:
Balance
1.7.04

Received as
remuneration

60,853,125

-

-

-

60,853,125

21,862,500

-

-

-

21,862,500

-

-

-

-

-

82,715,625

-

-

-

82,715,625

Parent entity directors:
A Manickam
KL Tow
AG Menezes
MPF Tow +
TS Wong ++
Specified executives:
N Harvard

+ Interest arises from MPF Tow’s directorship in Renaissance Assets Pty Ltd
++ Interest arises from TS Wong’s directorship in Amaya Investments Pty Ltd
* Net change other refers to shares purchased or sold during the financial year.
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Consolidated entity
2004
2005
$000
$000
5.

AUDITOR’S REMUNERATION
Remuneration of the auditor of the parent company for:
- auditing or reviewing the financial report
- other services

29
15

28
29

17
15

14
29

-

3

-

-

44

60

32

43

Remuneration of other auditors of controlled entities
for:
- auditing or reviewing the financial report of
controlled entities

6.

Parent entity
2005
2004
$000
$000

EARNINGS PER SHARE
Basic earnings / (loss) per share (5.67) cents (2004: 3.56 cents)
(a)

Weighted average number of ordinary shares outstanding during the year used in calculation of basic
earnings per share is 128,223,577 (2004: 102,420,593).

7. CASH FLOW INFORMATION
(a)

Reconciliation of cash flow from operations with
operating profit/(loss) after income tax
Operating profit/(loss) after income tax
Non-cash flows in operating profit
Write back of provision and loan payable
Depreciation of plant and equipment
Net loss on disposal of non-current assets
Foreign translation reserve
(Profit)/loss on disposal of a controlled entity
Provision in diminution in value of Seasons
Hotel
Provision in diminution in development cost
Changes in assets and liabilities
Decrease in trade debtors
(Increase) in other debtors
Decrease in prepayments
Decrease in inventories
(Increase) in other non-current assets
Decrease in joint venture
(Decrease)/increase in accounts payable
Increase/(decrease) in deferred tax
Increase/(decrease) in provisions

(7,268)

3,650

(1,210)

(4,645)

42
144
1,016

(154)
174
351
(2,817)
-

42
16
-

3,619
-

2,265

-

33

-

229
(61)
25,055
516
(9)

82
(37)
208
8,231
(258)
(1,360)
(9)

583
(68)
-

1,071
(681)
510
-

Net cash (used in)/provided by operating
activities

21,929

8,061

(604)

(126)
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Consolidated entity
2005
2004
$000
$000
8.

CASH
Cash at bank and on hand
Short term deposits

Reconciliation of cash
Cash at the end of the financial year as shown in the
statement of cash flows is reconciled to items in the
balance sheet as follows:
Cash (as above)
Bank overdrafts (note 16)

Parent entity
2005
2004
$000
$000

1,996
1
1,997

633
1
634

46
1
47

233
1
234

1,997
1,997

634
(505)
129

47
47

234
234

6,329
15,000
20,550
4,614
46,493
41,930

6,686
36,500
15,000
691
5,614
64,491
55,796

182
-

691

182
182

691
691

The deposits bear interest rates between 0.5% and
3.5% (2004: 0.5% and 3.5%)
Loan facilities
Bank and other loan facilities available comprise:
- Bank of New Zealand and Australia (a)
- National Australia Bank (b)
- Renaissance Assets Pty Ltd (c)
- Bank of Melbourne (d)
- Howard Mortgage Trust
- Other loans (e)
Total facilities available
Used at balance date

Terms of facilities
(a) $6,329,140 is a fixed rate bill facility expiring 31 December 2006, reducible by $62,500 per quarter.
(b) $36,000,000 is a bank bill variable rate facility expiring 31 January 2005 while $500,000 is a bank overdraft variable rate facility expiring 31 January
2005.
(c) $15,000,000 is a fixed rate loan facility provided by Renaissance Assets Pty Ltd, a related party, with no fixed terms of repayment.
(d) $691,000 is a fixed rate loan facility expiring 31 March 2005.
(e) $4,614,000 is a fixed rate loan facility expiring December 2005.

9.

RECEIVABLES
Current
Trade debtors
Less: provision for doubtful debts
Other debtors
Amounts receivable from
-related parties
-other persons

Non-current
Amounts receivable from
-related parties
-controlled entities
Less: provision for non recovery
Provision for GST Refundable

374
(8)
366

226
(10)
216

-

-

366

639
639
855

4
4
4

9
9
9

1,520
1,520

-

28,081
(19,708)
8,373

31,302
(19,708)
11,594

24

NOTES TO THE FINANCIAL STATEMENTS 30 JUNE 2005
Consolidated entity
2005
2004
$000
$000
10.

2005
$000

Parent entity
2004
$000

INVENTORIES
Current
Completed units held for resale
Land and contract costs held for resale *
Consumables and stores – at cost

Non-current
Land and contract costs held for resale *

*

Land and contract costs held for resale comprises:
Profit recognised

29,557
35
29,592

16,058
39,759
27
55,844

490
490

1,073
1,073

7,830
7,830

8,863
8,863

-

-

-

1,700

-

-

6,632

12,200

-

-

Development costs capitalised

318

31,351

-

-

Borrowing costs capitalised

880

2,734

-

-

7,830

637
48,622

-

-

Cost of acquisition

Other costs: rates, taxes and other amounts capitalised

Land and contract costs held for resale relate to property developments currently being undertaken in Melbourne, Victoria, by wholly controlled companies.

11.

OTHER FINANCIAL ASSETS
Non-current
Non quoted investments:
Investment in other entities – at cost
Shares in controlled entities – at cost (note 24)
Less: provision for diminution of shares in controlled
entities

-

174
-

-

174
-

-

174

-

174

25

NOTES TO THE FINANCIAL STATEMENTS 30 JUNE 2005

Consolidated entity
2005
2004
$000
$000
12.

Parent entity
2005
2004
$000
$000

PROPERTY, PLANT AND EQUIPMENT
Freehold land and buildings
Seasons of Perth hotel at valuation (i)

11,168
11,168

12,184
12,184

-

-

-

-

-

-

2,337
(2,055)
282

2,169
(1,917)
252

49
(27)
22

46
(17)
29

53
(53)
11,450

53
(47)
6
12,442

53
(53)
22

53
(47)
6
35

Leasehold land and buildings
Seasons hotel (ii)
Furniture, fittings and equipment
At cost
Less: accumulated depreciation
Motor vehicles
At cost
Less: accumulated depreciation
Total

Seasons of Perth hotel is recorded at independent market value of $11,168,000 (including furniture, fittings and equipment) based on an open
market valuation in August 2005 by Egan National Valuers.
(ii) On 31 December 2003, the parent entity disposed of its 100% interest in Eminent Equity Sdn Bhd including its 100% indirect interest in Austral
Amalgamated (Mynamar) Co Ltd which owned the Seasons hotel, Myanmar. (In 2003, the Seasons hotel, Myanmar was recorded at it’s
estimated recoverable amount).

(i)

Reconciliations:
Freehold land and buildings
Opening balance
Diminution in value
Closing balance
Leasehold land and buildings
Opening balance
Disposals
Depreciation
Devaluation
Closing balance
Furniture, fittings and equipment
Opening balance
Additions
Depreciation
Closing balance
Motor vehicles
Opening balance
Additions
Disposals
Depreciation
Closing balance

12,184
(1,016)
11,168

12,184
12,184

-

-

-

859
(419)
(38)
(402)
-

-

-

252
131
(101)
282

290
98
(136)
252

29
20
(27)
22

10
19
29

6
(6)
-

101
(95)
6

6
(6)
-

101
(95)
6
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Consolidated entity
2005
2004
$000
$000
13.

1
1

1
1

-

-

209
209

147
147

-

-

2,539
704
602
3,845

483
788
602
1,873

12
38
600
650

181
41
600
822

-

2,292
2,292

-

2,292
2,292

OTHER
Prepayments

15.

Parent entity
2004
$000

INTANGIBLE ASSETS
Formation expenses

14.

2005
$000

PAYABLES
Current - unsecured liabilities
Trade creditors
Other creditors and accrued charges
Amounts payable to controlled entities *
Amounts payable to related parties *
Non-current - unsecured liabilities
Amounts payable to related parties *

* Amounts payable to related parties and controlled entities are unsecured, interest free and are payable on demand.

16.

INTEREST-BEARING LIABILITIES
Current
Finance lease
Commercial bill facility
Bank overdraft (note 8) (d)
Bank loan – secured (e)
Loan from related party (f)

Non current
Finance lease
Bank loan - secured (e)
Loan from related party (f)
Other loans – secured

1,155
1,155

691
504
30,051
2,584
33,830

-

691
691

6,329
15,281
19,166
40,775

6,312
14,519
5,614
26,445

-

-

-

691
691

-

-

Notes:
(a) Bank loan is expected to be settled:
- within 12 months
1,155
31,246
- 12 months of more
25,495
11,926
(b) Total current and non-current secured liabilities
26,650
43,172
(c) The carrying amounts of current and non-current assets pledged as
security are:
First mortgage
Freehold land and buildings
11,168
12,500
Inventory for sale
29,557
Property under development
7,830
48,622
Total assets pledged as security
48,555
61,122
(d) The bank overdraft of the subsidiary IEC (Management) Pty Ltd was secured over the assets of the subsidiary.
(e) The bank loans are secured by assets of IEC (Management) Pty Ltd ,a mortgage over Renaissance Australia Pty
property, a debenture charge from Renaissance, a guarantee from the holding company and a deed of subordination to
holding company.
(f) The loan from related party is unsecured.

Ltd’s (“Renaissance”)
Renaissance from the
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Consolidated entity
2005
2004
$000
$000
17.

PROVISIONS
Employee entitlements

18.

At beginning of the financial year 128,223,577
shares (2004: 76,617,610)
51,605,967 fully paid shares issued during the year at
5 cents per share
At end of the financial year

62

-

-

12,093

12,093

12,093

12,093

12,093

9,513

12,093

9,513

12,093

2,580
12,093

12,093

2,580
12,093

40
40

40
40

40
40

40
40

RESERVES
Share option reserve
Foreign currency translation reserve

20.

-

CONTRIBUTED EQUITY
Paid-up capital
128,223,577 fully paid ordinary shares
(2004: 128,223,577)

19.

Parent entity
2005
2004
$000
$000

ACCUMULATED PROFITS/(LOSSES)
Accumulated profits/(losses) at beginning of the
financial year
Net profit/(loss) attributable to the members of the
parent entity

1,815

(1,835)

(3,329)

1,316

(7,268)

3,650

(1,210)

Accumulated profits/(losses) at end of the financial year

(5,453)

1,815

(4,540)

(4,645
)
(3,329
)
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21.

FINANCIAL INSTRUMENTS
Interest rate risk
The consolidated entity’s exposure to interest rate risk and the effective weighted average interest rate
for each class of financial assets and financial liabilities is set out below. Exposures arise predominantly
from assets and liabilities bearing variable interest rates as the consolidated entity intends to hold fixed
rate assets and liabilities to maturity.
2005

Financial assets
Cash at bank
Deposits on call
Receivables
Investments
Weighted average interest rate
Financial liabilities
Trade and sundry creditors
Bank loans and overdrafts
Other loans (secured)
Amounts payable to related parties
Weighted average interest rate
Net financial assets/(liabilities)

Floating
rate

1 year
or less

1 year
or more

Total

$000

Non
interest
bearing
$000

$000

$000

1,996
1,886
3,882
1.7%

1
1
0.5%

-

-

1,996
1
1,886
3,883

3,242
602
3,844
38

1,155
1,155
7.25%
(1,154)

6,329
19,166
15,281
40,776
8.5%
(40,776)

-

3,242
7,484
19,166
15,883
45,775

-

(41,892)

Notes

Total
$000

Reconciliation of net financial assets to net liabilities
Net financial liabilities as above
Non financial assets and liabilities:
Inventories – current
Inventories – non current
Other assets
Property, plant and equipment
Intangibles
Provisions
Deferred tax liability
Net assets per statement of financial position

$000

(41,892)
10
10
14
12
13
17

29,592
7,830
209
11,450
1
(510)
6,680
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22.

FINANCIAL INSTRUMENTS (cont)
2004

Financial assets
Cash at bank
Deposits on call
Receivables
Investments
Weighted average interest rate
Financial liabilities
Trade and sundry creditors
Bank loans and overdrafts
Other loans (secured)
Amounts payable to related parties
Weighted average interest rate
Net financial assets/(liabilities)

Floating
rate

1 year
or less

1 year
or more

Total

$000

Non
interest
bearing
$000

$000

$000

633
633
1.7%

1
1
0.5%

-

855
174
1,029

633
1
855
174
1,663

504
504
12.6%
129

30,742
2,584
33,326
5.5%
(32,634)

6,312
5,614
14,519
26,445
9.03%
(26,445)

1,271
2,894
4,165

1,271
37,558
5,614
19,997
64,440

(242)

(62,777)

Notes

Total
$000

Reconciliation of net financial assets to net liabilities
Net financial liabilities as above
Non financial assets and liabilities:
Inventories – current
Inventories – non current
Other assets
Property, plant and equipment
Intangibles
Provisions
Deferred tax liability
Net assets per statement of financial position

$000

(62,777)
10
10
14
12
13
17

55,844
8,863
147
12,442
1
(62)
(510)
13,948

Net fair value of financial assets and liabilities
The net fair value of financial assets and financial liabilities approximates their carrying value.
Credit risk exposure
The credit risk on financial assets of the consolidated entity which have been recognised on the statement
of financial position is generally the carrying amount, net of any provisions for doubtful debts.
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Consolidated entity
2005
2004
$000
$000
23.

Parent entity
2005
2004
$000
$000

INCOME TAX EXPENSE
(a) The prima facie tax on profit/(loss) from ordinary
activities before income tax is reconciled to the income
tax as follows:
Profit/(loss) from ordinary activities before income tax

(7,268)

2,290

Income tax liability/(benefit) calculated at 30% of
profit/(loss) from ordinary activities before income tax

(2,180)

687

(363)

(1,394)

305

-

-

-

(1,875)

687

(363)

(1,394)

1,875
-

158
(1,360)

363
-

1,394
-

Capital profits not subject to income tax

-

(845)

-

-

Income tax expense

-

(1,360)

-

-

(1,360)

-

-

1,731

1,344

981

Add: Tax effect of permanent differences

Timing differences and tax losses not brought
to account as future income tax benefits
Overprovision for income tax in prior year

(b) Allocated to:
Deferred tax liability
(c) Future income tax benefits
Certain future income tax benefits have not been
recognised as an asset:
attributable to tax losses at 30% (2004: 30%)

-

3,606

(1,210)

(4,646)

The benefit of tax losses will be only obtained if:
(i) Assessable income is derived of a nature and of an amount sufficient to enable the benefit from the
deduction to be realised;
(ii) The conditions for deductibility imposed by the law are complied with; and
(iii) No changes in tax legislation adversely affect the realisation of the benefit from the deductions.
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24.

INVESTMENTS IN CONTROLLED ENTITIES
Percentage owned

Country of incorporation
Parent entity:
International Equities Corporation Ltd*
Controlled entities:
Fendyke Pty Ltd**
(IEC) Pacific Pty Ltd*
IEC (Management) Pty Ltd*
IEC Real Estate Pty Ltd*
Family Golf (WA) No 1 Pty Ltd**
Renaissance Australia Pty Ltd*
*
**

25.

2005

2004

Australia

-

-

Australia
Australia
Australia
Australia
Australia
Australia

100
100
100
100
100
100

100
100
100
100
100
100

Audited by Moore Stephens BG, Perth
Not subject to audit

RELATED PARTIES
Transactions between related parties are on normal commercial terms and conditions no more favourable
than those available to other parties unless otherwise stated.
Transactions with related parties:
(i)

During the financial year the company provided accounting and administration services to other entities
in the group at no cost.

(ii)

Details of all share and share option transactions between directors and director related entities in the
company are as follows:
2005
2004
Aggregate number held at 30 June 2005:
Shares
82,715,625
82,715,62
5
Share options
-

(iii) MPF Tow has an interest in Renaissance Assets Pty Ltd, Broadland International Pty Ltd and
Broadland Resources Pty Ltd arising from his directorship in those entities. TS Wong has an interest in
Broadland Resources Pty Ltd, Broadland International Pty Ltd and Amaya Investments Pty Ltd arising
from his directorship in those entities.
Consolidated entity
2005
2004
$000
$000
Loans receivable at year end from:
Austral Amalgamated Berhad – current (i)
Broadland International Pty Ltd – current (i)
Renaissance Assets Pty Ltd – non current (i)
Loans payable at year end to:
Austral Amalgamated Berhad – current (i)
Renaissance Assets Pty Ltd – current (ii)
Renaissance Assets Pty Ltd – non current (ii)
MPF Tow (i)
KL Tow – non current (i)
Broadland International Pty Ltd – non current (i)

Parent entity
2005
2004
$000
$000

-

-

-

-

602
15,281
-

602
2,584
15,241
24
329
1,218

182
-

722
24
329
1,218

(i) These loans are unsecured and interest free.
(ii) The unsecured loan of $15,281,000 accrues interest at 7.94% p.a.
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26. WHOLLY OWNED GROUP
The wholly owned group consists of the company and its wholly-owned controlled entities. Ownership
interests in these controlled entities are set out in note 24.
Transactions between the company and other entities in the wholly-owned group during the year consist of:
(a) loans advanced; and
(b) loans repaid.
Terms and
conditions

% owned

Transaction

Non current loan to IEC (Management) Pty Ltd
Non current loan to Family Golf (WA) No 1 Pty Ltd
Non current loan (from) Fendyke Pty Ltd
Non current loan to Renaissance Australia Pty Ltd
Non current loan to IEC Real Estate Pty Ltd
Non current loan to (IEC) Pacific Pty Ltd

Interest free
Interest free
Interest free
Interest free
Interest free
Interest free

100%
100%
100%
100%
100%
100%

Amount (payable)
or receivable
2005
2004
$000
$000
7,048
5
(600)
17,286
21
3,720

12,888
5
(600)
16,754
16
1,283

Amounts payable to and receivable from controlled entities are unsecured with no fixed term of repayment.

27. CONTINGENT LIABILITY
The directors are not aware of any event or occurrence that would result in any contingent liability becoming
enforceable as at 30 June 2005.
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28. SEGMENT REPORTING
Consolidated

$’000

Inter-segment
elimination
$’000

4,908
(1,306)

-

16,530
(7,268)

Profit on sale of former controlled entity
Segment assets
Segment liabilities

11,622
(5,962
)
40,658
38,770

12,307
7,515

-

52,965
46,285

2004
Revenue
Segment operating (loss)/profit after tax
Profit on sale of former controlled entity
Segment assets
Segment liabilities

27,709
1,051
65,778
57,395

5,370
(218)
13,182
7,617

375
2,817
-

33,454
833
2,817
78,960
65,012

Australia

South East
Asia
$’000

Inter-segment
elimination
$’000

Consolidated

Industry segments

2005
Revenue
Segment operating (loss)/profit after tax

Geographical segments

Property
development
$’000

Tourism

$’000
2005
Revenue
Segment operating (loss)/profit after tax

$’000

$’000

-

-

16,530
(7,268)

Profit on sale of former controlled entity
Segment assets
Segment liabilities

16,530
(7,268
)
52,965
46,285

-

-

52,965
46,285

2004
Revenue
Segment operating (loss)/profit after tax
Profit on sale of former controlled entity
Segment assets
Segment liabilities

33,079
842
2,817
78,960
65,012

375
(9)
-

-

33,454
833
2,817
78,960
65,012

The economic entity effectively operates predominantly in one geographical segment, based in Western
Australia and Victoria.

29. EVENTS OCCURRING AFTER BALANCE DATE
There has not been any matter or circumstances that has significantly affected, or may significantly affect, the
operations of the economic entity, the results of those operations, or the state of affairs of the economic entity
in the financial year after the financial year ended 30 June 2005 other than the following:
(i)

An offer from National Australia Bank to re-finance the current lenders. The offer is in two
tranches for $19,000,000 and $3,000,000, respectively. The company is unlikely to accept this
offer in its current form.

(ii)

In September 2005, the company entered into a contract of sale to acquire 112-116 Leopold
Street, South Yarra, Melbourne, Victoria for $2.65m. Settlement will take place in February 2006
and will be financed through bank borrowings. The property consists of 1 two storey residence
and 4 one bedroom apartments which will be re-developed. This re-development is unlikely to
impact on the profitability of the company for the coming financial year.
34

NOTES TO THE FINANCIAL STATEMENTS 30 JUNE 2005
30. COMPANY DETAILS

The registered office of the company is:

International Equities Corporation Ltd
Room 6, 37 Pier Street
Perth WA 6000

The principal places of business are:-

International Equities Corporation Ltd
Room 6, 37 Pier Street
Perth WA 6000
-

Renaissance Australia Pty Ltd
37 Pier Street
Perth WA 6000

-

IEC (Management) Pty Ltd
Suite 100A, 640 Swanston Street
Carlton Victoria 3053

-

(IEC) Pacific Pty Ltd
Suite 100A, 640 Swanston Street
Carlton Victoria 3053

-

IEC Real Estate Pty Ltd
Suite 100A, 640 Swanston Street
Carlton Victoria 3053
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SHAREHOLDERS’ INFORMATION
Details of shareholding in the company as at 21st September 2005. All shares are ordinary shares with equal
voting rights.
(a) Distribution of shareholders
Size of holdings

1
1,001
5,001
10,001
100,001

Number of
shareholders

% holders

Number of
shares

% of issued
capital

135
292
42
66
21
556

24.4
52.5
7.5
11.8
3.8
100.0

15,061
475,002
292,500
2,043,394
125,397,620
128,223,577

0.01
0.37
0.23
1.59
97.80
100.00

–
1,000
–
5,000
– 10,000
– 100,000
– and over

(b) The number of shareholders with less than a marketable parcel of 2,500 shares was: 402
(c) The names of the substantial shareholders listed in the holding company’s register are:
Shareholder

Renaissance Assets Pty Ltd
Amaya Investments Pty Ltd
Premium Properties (Aust) Pty Ltd

Number of
shares

%

Ranking

60,853,125
21,862,500
20,000,000
102,715,625

47.46
17.05
15.60
80.11

1
2
3

(d) Top 20 shareholders
Renaissance Assets Pty Ltd
Amaya Investments Pty Ltd
Premium Properties (Aust) Pty Ltd
Arab-Malaysian Finance Berhad
<Austral Amalgamated Bhd a/c>
Sophia Investments Pty Ltd
Mr Chang Kin Weng
Dawn Ventures Co Pte Ltd
Mr Khee Kwong Loo
Mr Dennis Jun Tow
Tat Hong (Australia) Pty Ltd
San Tiong Ng
Mdm Ngiap Yang Jee
Choon Mok Koh
Mr. Trevor Neil Hay
Mr Sun Oh Ng
CAA Properties Pty Ltd
Mr Guan Koon Ng
Mdm Poo Yong Ng
Sun Ho Ng
Mr Chong Hock Ng

60,853,125
21,862,500
20,000,000
15,312,500

47.46
17.05
15.60
11.94

1
2
3
4

3,317,551
1,177,000
557,875
343,750
293,207
286,655
209,652
192,500
181,250
172,870
156,250
126,375
125,000
117,500
114,560
100,000
125,500,120

2.58
0.92
0.44
0.27
0.23
0.22
0.16
0.15
0.14
0.13
0.12
0.10
0.10
0.10
0.09
0.08
97.88

5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
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CORPORATE GOVERNANCE STATEMENT
Unless disclosed below, all the best practise
recommendations of the ASX Corporate
Governance Council have been applied for
the entire financial year ended 30 June 2005.
1. Lay solid foundations for management
and oversight





The board is responsible for:

 oversight of the company, including its
control and accountability systems

 ratifying the appointment/removal of the










executive directors, chief financial officer
(or equivalent) and the company secretary
input into and final approval of
management’s development of corporate
strategies and performance objectives
reviewing and ratifying system of risk
management and internal compliance and
control, codes of conduct and legal
compliance
monitoring
senior
management’s
performance and implementation of
strategy,
and
ensuring
appropriate
resources are available
approving and monitoring the progress of
major
capital
expenditure,
capital
management
and
acquisitions
and
divestitures
approving and monitoring financial and
other reporting
assessing the competencies of board
members, review board succession plans,
evaluate
board
performance
and
recommend appointment and removal of
directors.

The chairman is responsible for:
 leading the board in its duties to the
company
 ensuring the processes and procedures
are in place to evaluate the performance of
the board and its individual directors
 facilitating effective discussions at board
meetings
 ensuring effective communication with
shareholders.
The executive directors are responsible for
the effective and efficient operation and
administration of the group including bringing
material matters to the attention of the board.
The company secretary will be the secretary
of the board.

2. Structure the board to add value
The constitution provides for a minimum of
three and a maximum of nine directors. The
board currently has five directors, three nonexecutive and two executive directors. Two of
the three non-executive directors are
independent.
Whilst the company does not have a majority
of non-executive directors, as recommended
by ASX Corporate Governance Council best
practice recommendation 2.1, it is proposed
that the board be increased by another two
independent non-executive directors, to
comply with the recommendations of the ASX
Corporate Governance Council’s guidelines.
The chairman currently is an independent
non-executive director.
The names of independent directors of the
company are;
 A Manickam
 AG Menezes

 Protection of and proper use of company’s
assets - protecting and ensuring efficient
use of assets for legitimate business
purposes
 Compliance with laws and regulations ensure strict compliance and promotion of
compliance with the content and spirit of all
laws, rules, regulations and this guide
 Encouraging the reporting of unlawful /
unethical behaviour - ensure active
promotion of ethical behaviour and
protection for those who report violations in
good faith.

An independent director is a non-executive
director and:











is not a substantial shareholder of the
company or an officer of, or otherwise
associated directly with, a substantial
shareholder of the company
within the last 3 years has not been
employed in an executive capacity by the
company or another group member, or
been a director after ceasing to hold any
such employment
within the last 3 years has not been a
principal of a material professional adviser
or a material consultant to the company or
another group member, or an employee
materially associated with the service
provided
is not a material supplier or customer of
the company or other group member, or an
officer of or otherwise associated directly
or indirectly with a material supplier or
customer
has no material contractual relationship
with the company or another group
member other than as a director of the
company
has not served on the board for a period
which could, or could reasonably be
perceived to, materially interfere with the
director’s ability to act in the best interests
of the company
is free from any interest and any business
or other relationship which could, or could
reasonably be perceived to, materially
interfere with the director’s ability to act in
the best interests of the company.

Independent directors are to provide to the
board all relevant information required for the
board to regularly assess their independence.
A separate nomination committee is not
considered necessary due to the small size of
the board, with such role assumed by the
main board. In their evaluation process, the
board will consider skills, experience,
stakeholder perspectives and independence
of candidates for appointments to the board.
3. Promote
ethical
decision making

and

The law prohibits insider trading and the
Corporations Act and the ASX Listing Rules
require disclosure of any trading undertaken
by directors or their related entities in the
company’s securities.
T

This prohibition also covers the procurement
of others to trade by directors who may have
sensitive, commercial and confidential
information by virtue of their office in the
company. Guidelines for trading in company
securities are:
 applicable to all directors of the company
and related entities, the company secretary
and staff members who are likely to be in
possession of information concerning the
company’s financial position, strategies or
operations.
 such “designated officers” as described
above are required to provide notification
to the company secretary and chairman of
the company of intended trading except for
dividend reinvestment plans and the like.
 they are also required to provide
subsequent confirmation of the trading that
has occurred.
Reference is to be made to the guide to black
out periods, or non-trading periods, where no
dealing is permitted, as issued by the ASX, a
copy of which may be obtained from the
company secretary.
4. Safeguard
reporting

integrity

in

financial

responsible

The following is a guide for directors and
senior executives as to:
 the key practices necessary to maintain
confidence in the company’s integrity
 the responsibility and accountability of
individuals for reporting and investigating
reports of unethical practices.
All directors and senior executives must act
with high standards of honesty, integrity and
fairness.
Emphasis to be made to the
following:
 Conflicts of interest - proper disclosure of
such situations so that action can be taken
to protect parties affected e.g. exclusion
from participating in relevant decision
making process
 Corporate opportunities - not to take
advantage of property, information or
position for personal gain or to compete
with the company
 Confidentiality - not to make use of nonpublic confidential information for personal
gain or in a manner detrimental to the
company except where authorised or
legally mandated
 Fair dealing - by all employees with the
company’s
customers,
suppliers,
competitors and other stakeholders

The executive directors are to provide letters
of assurance to the Board, in respect of each
half year and full year financial report, stating
that the company’s financial report presents a
true and fair view, in all material respects, of
the company’s financial position and financial
performance in accordance with accounting
standards and the requirements of the
Corporations Act 2001.
An independence declaration is received from
the external auditor in respect of the annual
and half year financial reports stating that
there have been no contraventions of the
auditor independence requirements of the
Corporations Act 2001 and any applicable
code of professional conduct (ie Professional
Independence Statement F1). The provision
of non audit services by the audit firm is
monitored by the Board so as to ensure that
the
auditors’
independence
is
not
compromised by the provision of such non
audit services.
The company does not have a formally
constituted audit committee as the Board
does not consider it is warranted given the
size of the company.
The full Board is responsible for the
nomination of the external auditors and for
reviewing the adequacy of existing external
audit arrangements, including the scope and
quality of the audit. In relation to the rotation
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of the external audit engagement partner, the
board is currently reviewing the recent
changes announced in the CLERP 9 Act and
will formulate a policy which complies with the
requirements of that Act.
Whilst the company does not have a formally
constituted audit committee, the Board
reviews the performance of the external
auditors on an annual basis and a
representative of the board
meets with them at least three times a year to
review:
- the proposed scope and timing of audit
visits.
- the results and findings of the audit, the
adequacy of accounting and internal
controls, and to obtain feedback on
implementation
of
recommendations
made.
- the draft financial statements and audit
review reports at year end and at half year.
The board monitors the need to form an audit
committee on a periodic basis.
5. Make timely and balanced disclosure
In ensuring compliance with ASX listing rule
3.1 on continuous disclosure requirements,
the company has adopted the following
procedures:

Compliance and control systems are
continually being monitored, reviewed and
upgraded, assisted by external auditors and
professional advisers, which lend towards
maintaining the integrity of the company’s
financial and external reporting.
The executive directors are to provide a
statement to the board to the effect that:
 the integrity of the financial statements is
founded on a sound system of risk
management and internal compliance and
control which implements the policies
adopted by the board
 the company’s risk management and
internal compliance and control system is
operating efficiently and effectively in all
material aspects.
8. Encourage enhanced performance
The performance of the board are measured
from financial achievements and results of the
company after each financial year. The board
as a whole discusses and analyses its own
performance during the year and where
appropriate offers suggestions for change or
improvement. The board works closely with
management in reviewing budgets and
evaluating investment opportunities for the
company throughout each year.

Directors

 to promptly advise the company secretary
of any matters requiring disclosure
 to authorise final form of announcement to
the market
Company secretary

 to liaise with ASIC and ASX on disclosure
matters and provide announcements duly

 to monitor the press and share price
continuously

 to consult with the board on matters for
announcements
The directors and company secretary are to
ensure that compliance are adhered to rigidly
as failure could lead to civil or criminal
liabilities for the company and its directors
and officers. They must exercise due care
and diligence in the information disclosed with
regard to its timeliness, content, clarity,
completeness and objectivity.
6. Respect the rights of shareholders
The company recognises the importance of
effective communication with shareholders
and providing them with timely and balanced
information.
Hence in addition to the
traditional means of communication (post,
notices of meetings, meetings, annual reports
and ASX announcements) the company is
undertaking the setting up of a website which
enables
access
to
all
relevant
announcements made to the market,
including notices of meeting, published
financial data and other information
concerning the company and its activities.
As a policy the external auditor will be
requested to attend annual general meetings
of the company and be available to answer
shareholder questions.
7. Recognise and manage risk
The board collectively assess the business
and financial risks periodically on new and
current ventures being undertaken by the
company. Through their skills and experience
in the property and financial industries, they
are able to make management decisions to
minimise risks in the highly volatile fields of
activities the company operates in.

New directors undertake an
programme which gives them
understanding of:

induction
a better

 the
company’s
financial,
strategic,
operational and risk management position
 their rights, duties and responsibilities as
directors
Directors are also periodically given updates
and information relevant to the operation of
the company and the industry generally as
part of continuing education to enhance their
skills and knowledge. They can also have
access to any company and management
information, the company secretary and also
independent
professional
advice,
if
necessary, on company issues at company
expense.
The company secretary monitors the
implementation of board policies and
procedures and coordinate the completion
and despatch of board agenda and briefing
materials.
The company secretary is
accountable to the board on all governance
matters.

salary are dependent upon meeting
performance objectives which comprise both
financial and non-financial components.
Directors and senior executives shall be
entitled to be paid reasonable travelling, hotel
and other expenses incurred by them
respectively in or about the performance of
their duties as directors.
If any of the
directors being willing shall be called to
perform extra services on behalf of the
company, the directors may remunerate such
director in accordance with such services or
exertions, and such remuneration may be in
addition to his normal remuneration.
The amount of remuneration for all directors
and the five highest paid executives, including
all monetary and non-monetary components,

are detailed in Note 4 to the financial report.
All remuneration paid to executives is valued
at the cost to the company and expensed.
10. Recognise the legitimate interests of
stakeholders
The company advocates and promotes
responsible conduct in the way its business is
operated and recognises its legal, social and
ethical
commitments
to
stakeholders,
regulators and the community at large. The
guidelines to conduct, as promoted in
Principle 3, applies equally to all staff,
executives and directors.
The company’s policy on compliance and fair
dealing is placed in the highest priority and
promoted with vigour to staff at all levels.
External professional advice is used where
necessary.
Areas of compliance include
trade practices and fair dealing laws,
consumer
protection,
privacy
laws,
employment laws, occupational health and
safety, equal opportunity, superannuation,
environment and pollution controls.
As a public corporation, the company
encourages practices in public and social
accountability on areas of legitimacy, fairness
and ethics. The company continually strive to
demonstrate this through management by
example, encouraging accessibility and
communication
between
staff
and
management, continuous education through
updates and notices, use of suggestion
boxes, having regular staff meetings and
other management tools. The company also
supports a number of community and charity
organisations through participation in events
and donations.

9. Remunerate fairly and responsibly
A separate remuneration committee is not
considered necessary due to the small size of
the board, with such role assumed by the
main board.
Board members and senior executives
receive fees for services and have no share
qualification or entitlement.
In line with the company’s constitution,
directors shall be paid such sum as may from
time to time be determined by the company in
general meeting, to be divided among the
directors in such proportions as they shall
from time to time agree or in default of
agreement equally.
Executive directors and senior executives are
paid an annual cash salary, benchmarked
against a board approved market position,
which do not include a commission on or
percentage of operating revenue. Payment of
cash bonuses and any annual increment to
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