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Condensed Consolidated Balance Sheet as at 31 December 2005   

	
	
	(Unaudited)

As at 

31 December 2005
	
	(Audited)

As at 

31 December 2004

	
	
	RM’000
	
	RM’000

	Non current assets
	
	
	

	        Property, plant and equipment
	834,177
	
	763,696

	        Land held for property development
	133,660
	
	193,431

	 Associated companies
	673
	
	(83)

	        Other investments
	4
	
	37

	        Interest in a jointly controlled entity
	11,350
	
	5,052

	        Debt recoverable from an unquoted company
	8,986
	
	12,826

	        Deferred tax assets
	523
	
	194

	 Post-employment benefit surplus
	1,774
	
	3,692

	
	991,147
	
	978,845

	Current assets
	
	
	

	
	Inventories
	96,841
	
	54,749

	
	Property development costs
	513,668
	
	524,029

	
	Tax recoverable
	17,369
	
	12,340

	
	Trade receivables
	66,425
	
	83,405

	
	Other receivables, deposits and prepayment
	16,582
	
	14,684

	
	Amount due from associated companies
	788
	
	819

	
	Marketable securities
	38,614
	
	52,054

	
	Short term deposits
	33,485
	
	62,224

	
	Cash and bank balances 
	25,250
	
	16,319

	
	
	809,022
	
	820,623

	
	
	
	

	Current liabilities
	
	
	

	
	Borrowings
	146,082
	
	79,718

	
	Taxation
	1,595
	
	865

	
	Trade payables
	60,599
	
	55,189

	
	Other payables
	44,586
	
	33,300

	
	
	252,862
	
	169,072

	
	
	
	
	

	Net current assets
	556,160
	
	651,551

	
	
	
	
	

	
	
	1,547,307
	
	1,630,396

	
	
	
	
	

	Share capital
	476,378
	
	476,378

	Reserves
	
	
	

	
	Share premium
	242,686
	
	242,714

	
	Warrants reserve
	3,859
	
	3,925

	
	Reserve on consolidation
	5,410
	
	5,410

	
	Retained profits
	424,817
	
	501,903

	
	
	676,772
	
	753,952

	
	
	
	
	

	Shareholders’ funds
	1,153,150
	
	1,230,330

	Minority interest
	153,087
	
	165,156

	
	1,306,237
	
	1,395,486

	Non current liabilities
	
	
	

	
	Post-employment benefit obligations
	6,571
	
	5,946

	
	Provisions
	16,652
	
	14,062

	
	Borrowings
	193,337
	
	189,152

	
	Deferred tax liabilities
	24,510
	
	25,750

	
	
	1,547,307
	
	1,630,396

	
	
	
	

	Net assets per share (RM)
	2.74
	
	2.93


The notes set out on pages 6 to 14 form an integral part of, and should be read in conjunction with, this interim financial report.

BANDAR RAYA DEVELOPMENTS BERHAD (5521-A)

Condensed Consolidated Income Statement for the financial year ended 31 December 2005  

The figures for the financial year ended 31 December 2005 have not been audited.

	
	
	Individual quarter
	
	Cumulative quarter

	
	
	Current year   quarter to
	
	Preceding year quarter to
	
	Current

 year to
	
	Preceding year to 

	
	
	31 December 2005
	
	31 December 2004
	
	31 December 2005
	
	31 December 2004

	
	
	RM’000
	
	RM’000
	
	RM’000
	
	RM’000

	
	
	
	
	
	
	
	
	

	Revenue
	
	102,177
	
	119,994
	
	429,902
	
	424,968

	
	
	
	
	
	
	
	
	

	Investment income
	
	175
	
	24
	
	195
	
	266

	
	
	
	
	
	
	
	
	

	Other income
	
	1,898
	
	1,008
	
	5,469
	
	8,033

	
	
	
	
	
	
	
	
	

	Operating profit before finance cost, depreciation and amortisation, income tax and minority interests
	
	7,969
	
	20,000
	
	44,239
	
	88,668

	
	
	
	
	
	
	
	
	

	Depreciation and amortisation
	
	(9,604)
	
	(5,210)
	
	(35,091)
	
	(19,682)

	
	
	
	
	
	
	
	
	

	Profit before exceptional items
	
	(1,635)
	
	14,790
	
	9,148
	
	68,986

	
	
	
	
	
	
	
	
	

	Exceptional items :
	
	
	
	
	
	
	
	

	(Allowance for) / Write back of impairment loss of marketable securities
	
	(3,946)
	
	789
	
	(10,567)
	
	7,220

	Impairment losses on property development costs
	
	(42,067)
	
	(2,561)
	
	(43,987)
	
	(2,561)

	Allowance for doubtful debt
	
	(3,840)
	
	-
	
	(3,840)
	
	-

	
	
	
	
	
	
	
	
	

	(Loss) / Profit from operations
	
	(51,488)
	
	13,018
	
	(49,246)
	
	73,645

	
	
	
	
	
	
	
	
	

	Finance costs
	
	(3,758)
	
	(314)
	
	(11,258)
	
	(2,183)

	
	
	
	
	
	
	
	
	

	Share of results of associated companies
	
	(701)
	
	(83)
	
	(2,980)
	
	(83)

	
	
	
	
	
	
	
	
	

	(Loss) / Profit from ordinary activities before taxation
	
	(55,947)
	
	12,621
	
	(63,484)
	
	71,379

	
	
	
	
	
	
	
	
	

	Tax expense
	
	1,914
	
	(2,531)
	
	(6,846)
	
	(20,724)

	
	
	
	
	
	
	
	
	

	(Loss) / Profit from ordinary activities after taxation
	
	(54,033)
	
	10,090
	
	(70,330)
	
	50,655

	
	
	
	
	
	
	
	
	

	Minority interests
	
	3,060
	
	(3,894)
	
	3,534
	
	(13,324)

	
	
	
	
	
	
	
	
	

	Net (loss) / profit for the year 
	
	(50,973)
	
	6,196
	
	(66,796)
	
	37,331

	
	
	
	
	
	
	
	
	

	(Loss) / Earnings per share – Basic (sen)
	
	(10.70)
	
	1.30
	
	(14.02)
	
	7.84

	
	
	
	
	
	
	
	
	

	Earnings per share – Diluted (sen) 

[See Part B Note 13(b)]
	
	N/a
	
	N/a
	
	N/a
	
	N/a


The notes set out on pages 6 to 14 form an integral part of, and should be read in conjunction with, this interim financial report. 

BANDAR RAYA DEVELOPMENTS BERHAD (5521-A)

Condensed Consolidated Statement of Changes in Equity for the financial year ended 31 December 2005

The figures for the financial year ended 31 December 2005 have not been audited.

	
	
	
	
	
	

	
	
	Non-distributable
	Distributable
	
	

	
	Share capital
	Share premium
	Warrants reserve
	Reserve on consolidation
	Retained profits
	
	Total

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	
	RM’000

	
	
	
	
	
	
	
	

	Balance as at 1 January 2005
	476,378
	242,714
	3,925
	5,410
	501,903
	
	1,230,330

	
	
	
	
	
	
	
	

	Net loss for the year ended

31 December 2005
	-
	-
	-
	-
	(66,796)
	
	(66,796) 

	
	
	
	
	
	
	
	

	Arising from purchase of shares in subsidiary 
	-
	(28)
	(66)
	-
	-
	
	(94)

	
	
	
	
	
	
	
	

	Dividend payable in respect of the financial year ended

31 December 2004
	-
	-
	-
	-
	(10,290)
	
	(10,290)

	
	
	
	
	
	
	
	

	Balance as at 31 December 2005
	476,378
	242,686
	3,859
	5,410
	424,817
	
	1,153,150

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Balance as at 1 January 2004
	476,378
	242,714
	-
	5,410
	471,432
	
	1,195,934

	
	
	
	
	
	
	
	

	Net profit for the year ended

31 December 2004
	-
	-
	-
	-
	37,331
	
	37,331

	
	
	
	
	
	
	
	

	Issue of warrants
	-
	-
	3,925
	-
	-
	
	3,925

	
	
	
	
	
	
	
	

	Dividend payable in respect of the financial year ended

31 December 2003
	-
	-
	-
	-
	(6,860)
	
	(6,860)

	
	
	
	
	
	
	
	

	Balance as at 31 December 2004
	476,378
	242,714
	3,925
	5,410
	501,903
	
	1,230,330

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


The notes set out on pages 6 to 14 form an integral part of, and should be read in conjunction with, this interim financial report. 

BANDAR RAYA DEVELOPMENTS BERHAD (5521-A)

Condensed Consolidated Cash Flow Statement for the financial year ended 31 December 2005

The figures for the financial year ended 31 December 2005 have not been audited.

	 
	Current year to 
	
	Preceding year to 

	
	31 December 2005
	
	31 December 2004

	
	RM’000
	
	RM’000

	Operating activities
	
	
	

	· Net (loss) / profit for the period
	(66,796)
	
	37,331

	· Adjustments for non-cash and non-operating items 
	106,005
	
	38,969

	
	39,209
	
	76,300

	· Changes in working capital
	
	
	

	· Net change in current assets
	14,479
	
	15,470

	· Net change in current liabilities
	25,147
	
	(1,831)

	
	78,835
	
	89,939

	· Development expenditure incurred
	(14,893)
	
	(16,676)

	· Acquisition of land
	(52,020)
	
	(48,754)

	· Capital commitment reserves received / (utilized)
	2,428
	
	(93)

	· Infrastructure costs utilized
	(43)
	
	(86)

	· Payment of staff retirement benefits 
	(419)
	
	(96)

	· Payment of back dated wages
	-
	
	(573)

	· Tax refund
	-
	
	27,898

	· Tax paid 
	(14,249)
	
	(17,927)

	Net cash flow used in operating activities
	(361)
	
	33,632

	
	
	
	

	Investing activities 
	
	
	

	· Proceeds from disposal of property, plant and equipment
	18,141
	
	317

	· Proceeds from disposal of marketable securities
	2,882
	
	12,864

	· Proceeds from disposal of unquoted investment
	8
	
	-

	· Purchase of property, plant and equipment
	(64,445)
	
	(219,158)

	· Purchase of marketable securities
	-
	
	(234)

	· Acquisition of shares in quoted subsidiary
	(2,145)
	
	-

	· Acquisition of a new subsidiary
	(2)
	
	-

	· Investment in a jointly-controlled entity
	(6,603)
	
	(5,052)

	· Investment in associated company
	(3,430)
	
	-

	· Interest received 
	1,564
	
	3,446

	· Dividend received
	195
	
	266

	Net cash flow used in investing activities
	(53,835)
	
	(207,551)

	
	
	
	

	Financing activities
	
	
	

	· Proceeds from term loan
	63,121
	
	36,879

	· Proceeds from revolving credits
	-
	
	14,000

	· Proceeds from bankers acceptance financing 
	40,916
	
	-

	· Proceeds from issuance of commercial papers
	-
	
	25,000

	· Proceeds from issuance of MIECO warrants 
	-
	
	10,490

	· Repayment of term loan
	(1,095)
	
	(134)

	· Repayment of revolving credits
	(32,000)
	
	(12,000)

	· Interest paid
	(18,588)
	
	(13,638)

	· Payment of hire purchase liabilities 
	(624)
	
	(492)

	· Borrowings related expenses paid
	-
	
	(886)

	· Bonds issue expenses
	(202)
	
	(666)

	· Warrant issue expenses
	-
	
	(521)

	· Dividend paid to shareholders of the Company
	(10,290)
	
	(6,860)

	· Dividend paid to minority shareholders
	(6,850)
	
	(6,936)

	Net cash flow from financing activities
	34,388
	
	44,236

	
	
	
	

	Net change in cash and cash equivalents
	(19,808)
	
	(129,683)

	Cash and cash equivalents at 1 January
	78,543
	
	208,226

	Cash and cash equivalents as at 31 December 
	58,735
	
	78,543

	
	
	
	

	
	
	
	


BANDAR RAYA DEVELOPMENTS BERHAD (5521-A)

Condensed Consolidated Cash Flow Statement for the financial year ended 31 December 2005 (continued)

The figures for the financial year ended 31 December 2005 have not been audited.

	
	
	
	

	.
	Current year to 
	
	Preceding year to 

	
	31 December 2005
	
	31 December 2004

	
	RM’000
	
	RM’000

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	Cash and cash equivalents comprise : 
	
	
	

	Short term deposits
	33,485
	
	16,319

	Cash and bank balances
	25,250
	
	62,224

	
	58,735
	
	78,543

	

	Included in cash and cash equivalents is an amount of RM21.397 million (2005: RM22.538 million) which are monies subject to usage restriction. These are monies held under Housing Development Accounts pursuant to Section 7A of the Housing Development (Control & Licensing) Act, 1966 which can only be used for specific purposes allowed for under the Housing Developers (Housing Development Accounts) Regulations, 1991 and monies set aside for purposes of capital maintenance of the Group’s strata-titled development projects.


The notes set out on pages 6 to 14
 form an integral part of, and should be read in conjunction with this interim financial report.

PART A : Explanatory Notes of MASB 26 – Paragraph 16  

1. Basis of preparation

The interim financial report is unaudited and has been prepared in accordance with MASB 26 Interim Financial Reporting and the Listing Requirements of Bursa Malaysia Securities Berhad. 

The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2004.

The financial statements of the Group are prepared in accordance with the applicable approved accounting standards in Malaysia and provisions of the Companies Act, 1965. The accounting policies and methods of computation adopted in the interim financial report are consistent with those adopted for the annual audited financial statements for the year ended 31 December 2004.

The following notes explain the events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the year ended 31 December 2004.

2. Audit report of preceding annual financial statements

The audit report of the Group’s financial statements for the year ended 31 December 2004 was not subject to any qualifications.

3. Seasonality or cyclicality of interim operations

Demand for properties is generally dependent on the national economic environment. Demand for chipboards and related products is seasonal and is also affected by national as well as international economic conditions.

4. Exceptional items 

The items affecting assets, liabilities, equity, net income or cash flows that are unusual because of their nature, size or incidence have been included in the interim financial statements. 

5. Change in estimates  

There were no other changes in estimates of amounts which have a material effect in the financial year ended 31 December 2005. 

6. Issuance and repayment of debt and equity securities 

There were no issuance or repayment of equity securities, share buy-backs, share cancellations, shares held as treasury shares or resale of treasury shares for the financial year ended 31 December 2005.  

7. Dividends paid

During the financial year ended 31 December 2005, the Company paid on 4 August 2005 a first and final dividend of 3.0 sen per share, less 28% income tax, amounting to RM10.29 million in respect of the financial year ended 31 December 2004.  

8. Segmental reporting

Primary segment – business segment

	
	Revenue
	
	Results

	
	Current 

year to 

31 December 2005
	
	Preceding year to

31 December 2004
	
	Current 

year to 

31 December 2005
	
	Preceding 

year to

31 December 2004

	
	RM’000
	
	RM’000
	
	RM’000
	
	RM’000

	Property development
	127,873
	
	146,686
	
	(54,169)
	
	18,886

	Manufacturing
	258,943
	
	226,514
	
	5,486
	
	35,055

	Property investment
	33,139
	
	31,855
	
	9,143
	
	7,956

	Property management services
	4,326
	
	3,225
	
	808
	
	433

	Investment
	2,882
	
	12,864
	
	(10,355)
	
	12,135

	Recreation
	2,739
	
	3,824
	
	(159)
	
	(820)

	
	429,902
	
	424,968
	
	(49,246)
	
	73,645


Secondary segment – geographical segment 

The Group operates in the following geographical areas as follows :

	
	Revenue
	Total assets
	Capital expenditure

	
	Current year to 

31 December 2005
	Preceding

year to 31 

December 

2004 
	
	Current year to 

31 December 2005
	Preceding

year to

31 December 2004
	
	Current year to 

31 December 2005
	Preceding

year to

31 December 2004

	
	RM’000
	RM’000
	
	RM’000
	RM’000
	
	RM’000
	RM’000

	Malaysia
	378,358
	386,820
	
	1,737,202
	1,723,206
	
	66,162
	227,807

	Hong Kong & China
	51,544
	38,148
	
	5,679
	11,913
	
	1
	19

	Others
	-
	-
	
	57,288
	64,349
	
	11
	113

	
	429,902
	424,968
	
	1,800,169
	1,799,468
	
	66,174
	227,939


9. Valuations of property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation, amortisation and impairment loss.  

Net finance cost of RM1.5 million arising from Medium Term Notes and Commercial Papers had been capitalised to property, plant & equipment for the financial year ended 31 December 2005.

10. Material events subsequent to the financial year ended 31 December 2005

On 22 and 23 February 2006, MIECO repurchased Commercial Papers and Medium Term Notes of RM75 million face value issued under the RM175 million Al Murabahah Commercial Paper and Medium Term Note programme. The repurchase was financed by a term loan of RM100 million pursuant to a Facility Agreement dated 20 February 2006. 
At the Extraordinary General Meeting held on 23 February 2006, the proposals for Capital Repayment and Share Split as stated in Part B Item 8 below were withdrawn with the approval of the shareholders of the Company. 

11. Changes in the composition of the Group during the financial year ended 31 December 2005

There were no changes in the composition of the Group during the financial year ended 31 December 2005 except for the following : 

· The Company purchased from the open market 1,000,000 ordinary shares of RM1.00 each in MIECO for a total cash consideration of RM2,144,182, thereby increasing its shareholding in MIECO to 56.76%. 

· On 13 May 2005, the Company’s wholly-owned subsidiary, Ardent Heights Sdn Bhd ("AHSB") acquired jointly with Tunai Wawasan Sdn Bhd ("TWSB") 2 subscriber shares in Puncak Estetik Sdn Bhd ("PESB"). On 6 June 2005, AHSB and TWSB subscribed for an additional 7 new ordinary shares and 1 new ordinary share of RM1.00 each respectively in PESB for cash at par. Accordingly, AHSB and TWSB now hold 80% and 20% respectively of PESB’s equity.

PESB was incorporated on 20 April 2005 and has been dormant since incorporation. It has an authorised share capital of RM100,000 comprising 100,000 shares of RM1.00 each and an issued and paid-up share capital of RM10.00.

12. Changes in contingent liabilities and contingent assets 

Except as disclosed in Part B Note 11 Changes in material litigation, there were no material changes in contingent liabilities and contingent assets since the last annual balance sheet on 31 December 2004 to the date of this report.

13. Capital commitments

Capital commitments not provided for in the financial statements as at 31 December 2005 were as follows : 

	
	RM’000

	Authorised and contracted
	57,286

	Authorised but not contracted
	20,044

	
	77,330

	Analysed as follows :
	

	Property, plant and equipment
	77,330

	
	77,330


PART B : Explanatory Notes of Bursa Malaysia Listing Requirements

1. Review of performance 

Quarter on Quarter review

Group revenue for the fourth quarter of 2005 declined to RM102.2 million from RM120.0 million in the same quarter of 2004, with lower revenue in both property and manufacturing divisions.   

The lower revenue was attributable to  the following reasons:

· the property division sold fewer properties in the fourth quarter of 2005 whereas the same quarter in 2004  saw a surge in revenue from the sales launch of the partially completed CapSquare Residences.

· revenue from the manufacturing division decreased from RM64.1 million to RM58.0 million.
     Despite a higher sales volume, revenue from chipboards and related products decreased marginally by 2% as

     selling prices for chipboard and related products continued to be adversely affected by intense market competition.
· there were no sales of marketable securities, as compared to RM7.4 million sales proceeds in the same quarter in 2004.
The Group registered operating profit before finance cost, depreciation, tax and minority interests (‘operating profit’) of RM8.0 million in the quarter under review against RM20 .0 million for the same quarter in 2004.The lower operating profit was mainly due to :

· higher selling and marketing expenses for The Troika including the cost of a marketing suite and show unit;

· decline in operating profit for MIECO to RM1.0 million in the fourth quarter of 2005 against the RM12.3 million   for the same quarter in 2004. Apart from lower selling prices, MIECO incurred increased raw material cost as a     result of higher oil prices. With the commencement of production of its new plant in March 2005, borrowing costs cease to be capitalised and are now accounted for in the income statement. The less than optimal capacity utilisation of its new plant in the first year of operation also resulted in the under recovery of fixed overhead costs including depreciation charges.

· RM1.9 million write down of the Group’s funded post-employment benefit surplus.  

· RM2.8 million gains on disposal of marketable securities in the fourth quarter of 2004. 

In addition, the Group has carried out impairment testing of its assets with greater use of current fair values in anticipation of the impact of the new Financial Reporting Standards effective 1 January 2006. Arising from the review, a RM42.1 million impairment loss on property development costs and a RM3.8 million allowance for doubtful debt were taken up as fair value changes to the income statement. Together with the RM3.9 million loss arising from marking to market the marketable securities held by the Group, the total value of impairment losses amounted to RM49.8 million.

Consequently, the Group suffered a loss before taxation of RM55.9 million in the final quarter of 2005 against a pretax profit of RM12.6 million registered for the same quarter in the preceding year.
Year on Year review

The Group achieved revenue of RM429.9 million for the year ended 31 December 2005 which was only slightly ahead of the RM425.0 million revenue recorded in 2004. Revenue increase in the manufacturing division compensated for the lower revenue from the property division.

The following factors affected Group revenue in 2005 when compared to 2004 :

· The lower revenue in the property division was due to the completion of 2 projects in Bukit Bandaraya, Kuala Lumpur in the first half of 2005. Although The Troika which opened for sale in the second half of 2005 received favourable market response, this project was still at an early stage of construction, and therefore had little impact on revenue recognition in 2005. Further, sales of the Group’s properties in Johor dropped by 45% against the number of units sold in 2004, reflecting the soft market conditions there.

· 2005 revenue for MIECO of RM259 million represented a 9% improvement as compared to RM236.7 million in 2004. This was achieved as a result of higher export sales volume although MIECO was adversely affected by lower selling prices. 

· The proceeds from sale of marketable securities of RM2.9 million in 2005 were also much lower than the RM12.9 million recorded in 2004.

Group operating profit in 2005 of RM 44.2 million was half that of 2004 mainly attributable to the following reasons :

· Fewer properties sold in 2005 and higher marketing and selling expenses of The Troika which has yet to contribute significantly to profit recognition at the current initial stage of construction. 

· Despite higher revenue, MIECO’s operating profit declined from RM47.1 million in 2004 to RM29.4 million in 2005. As mentioned earlier, MIECO was affected by lower selling prices, increased raw material prices and the less than optimal capacity utilization of its new plant, resulting in the under recovery of fixed overhead costs. MIECO also saw higher depreciation charges and the cessation of capitalization of borrowing costs upon the commencement of production of its new plant.

· Share of start up loss of an associated company.

· Nominal gains arising from disposal of marketable securities in 2005 against RM4.6 million gains for 2004. 

As explained earlier, the Group has carried out impairment testing of its assets with greater use of current fair values in anticipation of the impact of the new Financial Reporting Standards effective 1 January 2006. A RM44.0 million impairment loss on property development costs and a RM3.8 million allowance for doubtful debt were taken up as fair value changes to the income statement. Together with the RM10.6 million loss arising from marking to market the marketable securities held by the Group, the total value of impairment losses amounted to RM58.4 million for 2005.

The Group incurred a loss before tax of RM63.5 million for the year ended 31 December 2005, as compared to a profit before tax of RM71.4 million in 2004. 

2.
Material change in profit before taxation for the quarter against the immediate preceding quarter 

The Group recorded a RM55.9 million loss before taxation in the quarter under review against a loss of RM9.8 million in the immediate preceding quarter. The loss for the quarter was due to the RM49.8 million impairment allowances, the RM1.9 million write down of the Group’s funded post-employment benefit surplus as mentioned earlier and the loss in the manufacturing division. The property division reported positive operating results in the fourth quarter as compared to the preceding quarter which was affected by the write off of the cost of the Troika marketing suite and show unit. 
Despite achieving favourable sales mix of value added products and higher selling prices, MIECO suffered a greater loss before tax of RM9.3 million during the quarter under review due mainly to lower sales volume arising from plant shutdown for repairs and maintenance during the festive holidays as well as cost increase of certain raw materials.

3.
Prospects for the current financial year

The Group expects its financial performance to improve in 2006. Revenue and profit contribution in the current financial year will come from projects launched in prior years as well as new projects in the current year. Rental income from the Group’s investment properties in Kuala Lumpur and Johor will continue to provide a stable source of recurring income. 

With the recovery of chipboard selling prices in the last quarter of 2005, MIECO is progressively stepping up utilisation of its enlarged production capacity as well as intensifying its marketing distribution efforts particularly in the export markets and increasing market share of value-added products. Premised on the current brighter outlook supported by the efforts and measures taken, the Board also expects MIECO’s financial performance in 2006 to be more favourable than 2005.

4. Variance of actual profit from forecast profit

The Group did not provide any profit forecast in a public document and therefore, this note is not applicable.

5. Tax expense 

	
	Current quarter to
	
	Current year to

	
	31 December 2005
	
	31 December 2005

	
	RM’000
	
	RM’000

	In respect of the current year
	
	
	

	- Malaysian tax
	726
	
	8,331

	- Foreign tax
	54
	
	631

	
	780
	
	8,962

	Deferred taxation 
	
	
	

	- Malaysian tax
	(2,681)
	
	(1,552)

	- Foreign tax
	(13)
	
	(17)

	 
	(1,914)
	
	7,393

	In respect of prior years
	
	
	

	- Malaysian tax
	-
	
	(547)

	
	
	
	

	Tax expense
	(1,914)
	
	6,846


The Group’s effective tax rate differs from the statutory tax rate of 28% for the current quarter ended 31 December 2005 due to losses that are not available for set-off against taxable profits within the Group, certain expenses not deductible for tax purposes and share of loss of an associated company which is not tax deductible.

The Group’s effective tax rate differs from the statutory tax rate of 28% for the period ended 31 December 2005 due to:

· Losses that are not available for set-off against taxable profits within the Group;

· Certain expenses not deductible for tax purposes; and

· The inclusion of a RM2.8 million tax clawback of reinvestment allowances due to the transfer of assets from MIECO to its wholly-owned subsidiary as at 1 March 2005 as part of an internal reorganisation to rationalise MIECO Group's manufacturing operations.

6. Sale of unquoted investments and / or properties 

There were no sales of unquoted investments or properties outside the ordinary course of business for the financial year ended 31 December 2005 except for the transfer by the Company of 27,000 shares in its subsidiary, Bangsar Hill Management Sdn Bhd (‘BHMSB’) to the purchasers of Bangsar Hill. The results of BHMSB have been excluded from consolidation since its incorporation on 7 January 2002 and it has now ceased to be a subsidiary of the Company.

7. Marketable securities

a) Total purchases and sales of marketable securities : 

	
	Current quarter to
	Current year to 

	
	31 December 2005
	31 December 2005

	
	RM’000
	RM’000

	Total purchases
	-
	-

	Total sale proceeds
	12
	2,882

	Total profit on sale
	(1)
	9


b) Total investment in marketable securities as at 31 December 2005 : 

	Total investments at cost 
	154,169

	Total investments at carrying value (after allowance for impairment loss)
	38,614

	Market value
	39,178


8. Status of corporate proposals 

i) Employee Share Option Schemes


The Employee Share Option Schemes of the Company and of MIECO came into effect on 13 August 2002. 

No options have been granted to date.

ii) Proposed Capital Repayment and Proposed Share Split


On 30 August 2005, the Company announced :

a) a Proposed Capital Repayment to the shareholders of BRDB of RM0.25 for every one ordinary share of RM1.00 each held in BRDB at a date to be determined and announced later to be satisfied by the distribution of 119,094,510 ordinary shares of RM1.00 each in MIECO for every four existing BRDB shares held; and

b) a Proposed Share Split of every two resultant ordinary shares of RM0.75 each held in BRDB into three ordinary shares of RM0.50 each after the proposed capital repayment.

The Proposed Capital Repayment and the Proposed Share Split are conditional upon the receipt of approvals from the relevant regulatory authorities, the High Court, and shareholders of the Company.

Approvals of the Ministry of International Trade and Industry, Bursa Securities and Securities Commission were obtained on 18 October, 19 October and 19 December 2005 respectively. However, in view of the proxies received at the Extraordinary General Meeting held on 23 February 2006 which voted against the resolutions, the 75% majority votes required to carry the special resolutions would not be obtained. Accordingly, the Board of Directors of the Company with the approval of the members at the meeting, withdrew the resolutions and the said proposals would not be proceeded with.

9. Borrowings and debt securities

Details of the Group’s borrowings which are all denominated in Ringgit as at 31 December 2005 were as follows : 

	
	Current
	
	Non current

	
	RM’000
	
	RM’000

	Term loans (secured)
	29,500
	
	92,500

	Medium Term Notes (unsecured)
	50,000
	
	100,000

	Commercial Papers (unsecured)
	25,000
	
	-

	Banker acceptance (unsecured)
	40,916
	
	-

	Hire purchase creditors (secured)
	666
	
	837

	Total
	146,082
	
	193,337


· Finance cost of RM4.184 million arising from funds specifically borrowed for the acquisitions of freehold lands had been capitalised to land held for property development ; and 

· Net finance cost of RM1.5 million arising from Medium Term Notes and Commercial Papers had been capitalised to property, plant & equipment for the year ended 31 December 2005. 

10. Off balance sheet financial instruments 

As at 17 February 2006, the Group’s open forward contracts entered into as hedges of anticipated future transactions are as follows :

	Hedged item
	RM’000 equivalent
	Average 

contractual rate

	Trade receivables :
	
	

	USD 1.084 million
	4,066
	1 USD = RM 3.7508

	
	
	

	Future sales of goods :
	
	

	USD 13.261 million
	49,422
	1 USD = RM 3.7269

	
	
	

	Trade payables :
	
	

	Euro 0.722 million
	3,229
	1 Euro = RM 4.4719

	
	
	

	Future purchase of goods :
	
	

	Euro 0.168 million
	748
	1 Euro = RM 4.4580

	
	
	


The settlement dates of the above open forward contracts range between 1 to 6 months.

The unrecognised gain as at 17 February 2006 on open contracts which hedge anticipated future foreign currency sales amounted to RM0.139 million. The unrecognised loss on open contract which hedge anticipated future foreign currency purchases amounted to RM0.027 million. These net exchange gain and loss are deferred until the related sales and purchases are transacted, at which time they are included in the measurement of such transactions.

11. Changes in material litigation 

The Group is not engaged in any material litigation as at the date of this report except for the following :

RB Project Resources Sdn Bhd (“RB”) v Mieco Manufacturing Sdn Bhd (“MMSB”) and MIECO

By a summons and statement of claim dated 5 September 2005, vide Kuantan High Court Civil Suit No. 22-74-2005, RB has made a claim against MMSB and MIECO for a sum of RM2,136,239.49 being alleged breach by MMSB and MIECO of payment to RB for alleged installation works done including the supply of labour, material and equipment. 

The above matter is disputed by MMSB and MIECO whose solicitors have filed a Defence and Counter-Claim dated 6 October 2005. RB’s solicitors have subsequently filed the Reply and Defence to Counter Claim dated 20 October 2005. The court has set the date for case management on 24 April 2006. The hearing date has yet to be fixed.

12. Dividend

The Directors recommend the payment of a first and final gross dividend of 1.0 sen per share on 476,378,039 shares, less 28% income tax, for the year ended 31 December 2005 (2004 : 3.0 sen per share on 476,378,039 ordinary shares of RM1.00, less 28% income tax). The proposed dividend amounting to RM3.43 million is subject to shareholders’ approval at the Annual General Meeting to be held at a date which shall be announced later.

The final dividend of 3 sen per RM1.00 share, less 28% income tax, amounting to RM10.29 million as recommended by the Board for the financial year ended 31 December 2004 and approved by the shareholders at the Forty-First Annual General Meeting held on 24 June 2005, was paid on 4 August 2005.

13. Earnings per share

	
	Current year   quarter to
	Preceding year quarter to
	Current year  to
	Preceding year to

	
	31 December 2005
	31 December 2004
	31 December 2005
	31 December 2004

	a) Basic
	
	
	
	

	Net (loss) / profit for the period (RM’000)
	(50,973)
	6,196
	(66,796)
	37,331

	Weighted average number of ordinary shares in issue (‘000)
	476,378
	476,378
	476,378
	476,378

	Basic (loss) / earnings per share (sen)
	(10.70)
	1.30
	(14.02)
	7.84

	
	
	
	
	

	b) Diluted
	N.A.
	N.A.
	N.A.
	N.A.


As at 31 December 2005, the Company had not granted any options and other contracts that may entitle its holders to convert into ordinary shares and therefore, dilutive to its basic earnings per share.

BY ORDER OF THE BOARD

BANDAR RAYA DEVELOPMENTS BERHAD

Ho Swee Ling

Company Secretary

Kuala Lumpur

24 February 2006
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