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Condensed Consolidated Balance Sheet as at 30 September 2006

	
	
	(Unaudited)

As at 

30 September 2006
	
	(Audited)

As at 

31 December 2005

	
	
	RM’000
	
	RM’000

	ASSETS
	
	
	

	Non current assets
	
	
	

	        Property, plant and equipment
	646,099
	
	639,995

	        Land held for property development
	136,013
	
	133,660

	        Investment properties
	412,046
	
	166,697

	        Prepaid lease payments
	17,801
	
	17,999

	 Investment in associates
	581
	
	673

	        Other investment
	2
	
	4

	        Investment in a jointly controlled entity
	7,119
	
	11,481

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

	        Deferred tax assets
	356
	
	523

	 Post-employment benefit surplus
	1,724
	
	1,724

	
	1,230,727
	
	981,742

	Current assets
	
	
	

	
	Inventories
	77,526
	
	96,865

	
	Property development costs
	580,023
	
	523,270

	
	Tax recoverable
	15,739
	
	17,357

	
	Trade receivables
	107,787
	
	85,322

	
	Other receivables
	19,850
	
	16,517

	
	Amount due from associated companies
	1,209
	
	788

	
	Marketable securities 
	39,938
	
	38,614

	
	Short term deposits
	36,472
	
	33,485

	
	Cash and bank equivalents 
	11,306
	
	25,251

	
	
	889,850
	
	837,469

	
	
	
	

	Non-current asset held for sale
	7,265
	
	-

	TOTAL ASSETS
	2,127,842
	
	1,819,211

	
	
	
	

	EQUITY AND LIABILITIES
	
	
	

	Equity attributable to equity holders of the parent
	
	
	

	       Share capital
	476,378
	
	476,378

	       Share premium
	242,686
	
	242,686

	       Other reserve
	-
	
	5,410

	       Foreign currency reserve 
	(116)
	
	-

	       Retained earnings
	659,508
	
	424,462

	
	1,378,456
	
	1,148,936

	Minority interest
	155,247
	
	153,093

	Warrant reserves
	3,859
	
	3,859

	Total equity
	1,537,562
	
	1,305,888

	
	
	
	


Condensed Consolidated Balance Sheet as at 30 September 2006  - continued

	
	
	(Unaudited)

As at 

30 September 2006
	
	(Audited)

As at 

31 December 2005

	
	
	RM’000
	
	RM’000

	Non current liabilities
	
	
	

	
	Post-employment benefit obligations
	7,026
	
	6,571

	
	Provisions for other liabilities
	17,838
	
	16,557

	
	Deferred tax liabilities
	39,289
	
	24,455

	
	Borrowings
	254,944
	
	193,337

	
	
	319,097
	
	240,920

	Current liabilities
	
	
	

	
	Trade payables
	129,163
	
	79,562

	
	Other payables & provisions
	50,751
	
	45,304

	
	Provision for back dated wages
	122
	
	122

	
	Current tax payable
	5,924
	
	1,333

	
	Borrowings
	85,223
	
	146,082

	
	
	271,183
	
	272,403

	
	
	
	

	Total liabilities
	590,280
	
	513,323

	TOTAL EQUITY AND LIABILITIES
	2,127,842
	
	1,819,211

	
	
	
	

	Net assets per share attributable to equity holders of the parent (RM)
	2.89
	
	2.41


The Condensed Consolidated Balance Sheet should be read in conjunction with the audited financial statements for the year ended 31 December 2005 and the explanatory notes attached to this interim financial report.

BANDAR RAYA DEVELOPMENTS BERHAD (5521-A)

Condensed Consolidated Income Statement for the financial period ended 30 September 2006  

The figures have not been audited.

	
	
	Individual quarter
	
	Cumulative quarter

	
	
	Current year   quarter to
	
	Preceding year quarter to
	
	Current

 year to
	
	Preceding year to 

	
	
	30 September 2006
	
	30 September 2005
	
	30 September 2006
	
	30 September 2005

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

	
	
	
	
	
	
	
	
	

	Revenue
	
	126,104
	
	126,509
	
	391,514
	
	328,086

	
	
	
	
	
	
	
	
	

	Investment income
	
	455
	
	10
	
	459
	
	20

	
	
	
	
	
	
	
	
	

	Other income
	
	708
	
	1,030
	
	2,214
	
	3,210

	
	
	
	
	
	
	
	
	

	Operating profit before finance cost, depreciation and income tax
	
	8,531
	
	4,071
	
	42,352
	
	35,045

	
	
	
	
	
	
	
	
	

	Depreciation 
	
	(4,270)
	
	(9,480)
	
	(12,928)
	
	(25,486)

	
	
	
	
	
	
	
	
	

	Profit/(loss) before exceptional items
	
	4,261
	
	(5,409)
	
	29,424
	
	9,559

	
	
	
	
	
	
	
	
	

	Exceptional items :
	
	
	
	
	
	
	
	

	Write back of / (Allowance for)  impairment loss of marketable  securities
	
	239
	
	295
	
	1,916
	
	(6,622)

	
	
	
	
	
	
	
	
	

	Profit/(loss) from operations
	
	4,500
	
	(5,114)
	
	31,340
	
	2,937

	
	
	
	
	
	
	
	
	

	Finance costs
	
	(4,998)
	
	(3,768)
	
	(13,980)
	
	(8,193)

	
	
	
	
	
	
	
	
	

	Share of results of associated companies
	
	(493)
	
	(919)
	
	(1,236)
	
	(2,280)

	
	
	
	
	
	
	
	
	

	(Loss)/profit before taxation
	
	(991)
	
	(9,801)
	
	16,124
	
	(7,536)

	
	
	
	
	
	
	
	
	

	Tax expense
	
	(7,227)
	
	(1,021)
	
	(13,723)
	
	(8,760)

	
	
	
	
	
	
	
	
	

	(Loss)/profit for the period
	
	(8,218)
	
	(10,822)
	
	2,401
	
	(16,296)

	
	
	
	
	
	
	
	
	

	Attributable to:
	
	
	
	
	
	
	
	

	Equity holders of the parent
	
	(9,368)
	
	(9,210)
	
	180
	
	(15,822)

	Minority interests
	
	1,150
	
	(1,612)
	
	2,221
	
	(474)

	
	
	
	
	
	
	
	
	

	
	
	(8,218)
	
	(10,822)
	
	2,401
	
	(16,296)

	
	
	
	
	
	
	
	
	

	(Loss)/earnings per share attributable to equity holders of the parent:
	
	
	
	
	
	
	
	

	 – basic (sen)
	
	(1.97)
	
	(1.93)
	
	0.04
	
	(3.32)

	
	
	
	
	
	
	
	
	

	–  diluted (sen) 

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


The Condensed Consolidated Income Statement should be read in conjunction with the audited financial statements for the year ended 31 December 2005 and the explanatory notes attached to this interim financial report.

BANDAR RAYA DEVELOPMENTS BERHAD (5521-A)

Condensed Consolidated Statement of Changes in Equity for the financial period ended 30 September 2006

The figures have not been audited.

	
	
	
	Attributable to equity holder of the parent
	
	
	

	
	
	
	
	Non-distributable
	 Distributable
	
	
	
	

	
	
	
	 Share 
	 Share 
	 Other  
	 Foreign currency 
	 Retained 
	 Sub-total 
	 Minority 
	 Warrant 
	 Total 

	
	
	
	 capital 
	 premium 
	 reserves 
	 reserve 
	earnings 
	
	 interest 
	 reserve 
	 equity 

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

	
	
	
	
	
	
	
	
	
	
	

	Balance as at 1 January 2006
	
	476,378
	242,686
	5,410
	-
	424,462
	1,148,936
	153,093
	3,859
	1,305,888

	 Effects of adopting : 
	
	 
	 
	 
	 
	 
	 
	 
	 
	            

	 FRS 3
	
	
	-
	-
	(5,410)
	-
	5,410
	-
	-
	-
	-

	 FRS 121 
	
	
	-
	-
	-
	(116)
	-
	(116)
	(133)
	-
	(249)

	 FRS 140 
	
	
	-
	-
	-
	-
	232,886
	232,886
	66
	--
	232,952

	 Net income/(expense) recognised directly in equity
	-
	-
	(5,410)
	(116)
	238,296
	232,770
	(67)
	-
	232,703

	
	
	
	
	
	
	
	
	
	
	
	

	 Profit for the period 
	
	-
	-
	-
	-
	180
	180
	2,221
	-
	2,401

	
	
	
	
	
	
	
	
	
	
	
	

	 Dividends payable in respect of financial 
	
	
	
	
	
	
	
	
	

	     year ended 31 December 2005 
	
	-
	-
	-
	-
	(3,430)
	(3,430)
	-
	-
	(3,430)

	
	
	
	
	
	
	
	
	
	
	
	

	 Balance as at 30 September 2006 
	
	476,378
	242,686
	-
	(116)
	659,508
	1,378,456
	155,247
	3,859
	1,537,562

	
	
	
	
	
	
	
	
	
	
	
	

	Balance as at 1 January 2005
	
	476,378
	242,714
	5,410
	-
	501,903
	1,226,405
	165,156
	3,925
	1,395,486

	
	
	
	
	
	
	
	
	
	
	
	

	 Net loss for period ended 30 Sep 2005 
	
	-
	-
	-
	-
	(15,822)
	(15,822)
	(474)
	-
	(16,296)

	
	
	
	
	
	
	
	
	
	
	
	

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

	
	
	
	
	
	
	
	
	
	
	
	

	 Acquisition of subsidiary
	-
	-
	-
	-
	-
	-
	(1,685)
	-
	(1,685)

	
	
	
	
	
	
	
	
	
	

	 Dividends payable in respect of financial 
	
	
	
	
	
	
	
	
	

	   year ended 31 December 2004: 
	
	
	
	
	
	
	
	
	
	

	· to shareholders of the company
	
	-
	-
	-
	-
	(10,290)
	(10,290)
	-
	-
	(10,290)

	· to minority shareholders
	
	-
	-
	-
	-
	-
	-
	(6,841)
	-
	(6,841)

	
	
	
	
	
	
	
	
	
	
	

	Balance as at 30 September 2005
	
	476,378
	242,686
	5,410
	-
	475,791
	1,200,265
	156,156
	3,859
	1,360,280


The Condensed Consolidated Statement of Changes in Equity should be read in conjunction with the audited financial statements for the year ended 31 December 2005 and the explanatory notes attached to this interim financial report.

BANDAR RAYA DEVELOPMENTS BERHAD (5521-A)

Condensed Consolidated Cash Flow Statement for the financial period ended 30 September 2006

The figures have not been audited.

	 
	Current year to 
	
	Preceding year to 

	
	30 September 2006
	
	30 September 2005

	
	RM’000
	
	RM’000

	Operating activities
	
	
	

	· Net profit/(loss) for the period
	2,401
	
	(16,296)

	· Adjustments for non-cash and non-operating items 
	46,819
	
	46,242

	
	49,220
	
	29,946

	· Changes in working capital
	
	
	

	· Net change in current assets
	(9,689)
	
	4,009

	· Net change in current liabilities
	56,854
	
	28,114

	· Development expenditure incurred
	(54,930)
	
	(10,577)

	· Acquisition of land
	-
	
	(52,020)

	· Capital commitment reserves received 
	1,301
	
	2,128

	· Infrastructure costs utilized
	-
	
	(43)

	· Payment of staff retirement benefits 
	(473)
	
	(346)

	· Income tax paid 
	(7,885)
	
	(11,845)

	Net cash flow from/(used in) operating activities
	34,398
	
	(10,634)

	
	
	
	

	Investing activities 
	
	
	

	· Proceeds from disposal of property, plant and equipment
	120
	
	14,287

	· Proceeds from disposal of quoted securities
	771
	
	2,870

	· Proceeds from disposal of unquoted investment
	-
	
	8

	· Purchase of property, plant and equipment
	(26,796)
	
	(36,944)

	· Prepaid interest in leased land
	-
	
	(14,564)

	· Expenses incurred by investment properties
	(256)
	
	-

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

	· Investment in a jointly-controlled entity
	(883)
	
	(6,324)

	· Investment in associated company
	(400)
	
	(3,430)

	· Interest received 
	1,045
	
	972

	· Dividend received
	459
	
	20

	Net cash flow used in investing activities
	(25,940)
	
	         (45,250)

	
	
	
	

	Financing activities
	
	
	

	· Drawdown of term loan
	97,000
	
	35,619

	· Proceeds from bankers acceptance financing 
	6,085
	
	63,121

	· Drawdown of revolving credits
	-
	
	(23,000)

	· Bank overdraft
	674
	
	-

	· Redemption of bonds and commercial papers
	(96,036)
	
	-

	· Repayment of term loan
	(7,500)
	
	(1,096)

	· Interest paid
	(14,492)
	
	(10,239)

	· Payment of hire purchase liabilities 
	(512)
	
	(447)

	· Financing expenses
	(1,205)
	
	(774)

	· Dividend paid to shareholders of the Company
	(3,430)
	
	(10,290)

	· Dividend paid to minority shareholders
	-
	
	(6,840)

	Net cash flow (used in)/from financing activities
	(19,416)
	
	46,054

	
	
	
	

	Net change in cash and cash equivalents
	(10,958)
	
	(9,830)

	Cash and cash equivalents at 1 January
	58,736
	
	78,543

	Cash and cash equivalents as at 30 September
	47,778
	
	68,713

	
	
	
	

	Cash and cash equivalents comprise: 
	
	
	

	Short term deposits
	36,472
	
	56,518

	Cash and bank balances
	11,306
	
	12,195

	
	47,778
	
	68,713

	

	Included in cash and cash equivalents is an amount of RM20.144 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 Condensed Consolidated Cash Flow Statement should be read in conjunction with the audited financial statements for the year ended 31 December 2005 and the explanatory notes attached to this interim financial report.
PART A : Explanatory notes pursuant to FRS 134   

1. Basis of preparation

The interim financial statements have been prepared under the historical cost convention except for investment properties, which are stated at fair values.

The interim financial report is unaudited and has been prepared in accordance with the requirements of FRS 134: Interim Financial Reporting and paragraph 9.22 of 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 2005. These explanatory notes attached to the interim financial statements provide an explanation of 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 2005.

2. Changes in accounting policies

The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 December 2005 except for the adoption of the following new/revised Financial Reporting Standards (“FRS”) effective for financial period beginning 1 January 2006:

	FRS 2
	
	Share-based payment

	FRS 3
	
	Business combinations

	FRS 5
	
	Non-current assets held for sale and discontinued operations

	FRS 101
	
	Presentation of financial statements

	FRS 102
	
	Inventories

	FRS 108
	
	Accounting policies, changes in estimates and errors

	FRS 110
	
	Events after the balance sheet date

	FRS 116
	
	Property, plant and equipment

	FRS 121
	
	The effects of changes in foreign exchange rates

	FRS 127
	
	Consolidated and separate financial statements

	FRS 128
	
	Investments in associates

	FRS 131
	
	Interests in joint ventures

	FRS 132
	
	Financial instruments: disclosure and presentation

	FRS 133
	
	Earnings per share

	FRS 136
	
	Impairment of assets

	FRS 138
	
	Intangible assets

	FRS 140
	
	Investment property


In addition to the above, the Group has also taken the option of early adoption of the following new/revised FRSs for the financial period beginning 1 January 2006:

	FRS 117
	
	Leases

	FRS 124
	
	Related party disclosures


The adoption of FRS 2, 102, 108, 110, 124, 127, 128, 131, 132, 133, 136 and 138 does not have significant financial impact on the Group. The principal effects of the changes in accounting policies resulting from the adoption of the other new/revised FRSs are stated below:

(a)
FRS 3 : Business Combinations

With effect from 1 January 2006, in accordance with FRS 3, if the Group’s fair value of the net assets acquired in a business combination exceeds the consideration paid (previously known as negative goodwill or reserve on consolidation), the excess is recognised immediately in the income statement. Prior to 1 January 2006, reserve on consolidation was not amortised. In accordance with the transitional provisions of FRS 3, the reserve on consolidation as at 1 January 2006 of RM5.410 million was derecognised with a corresponding increase in retained earnings. 

(b) FRS 5 : Non-current assets held for sale and discontinued operations

The Group has applied FRS 5 prospectively in accordance with its transitional provisions, which has resulted in a change in accounting policy on the recognition of a non-current asset held for sale. 

An item is classified as non-current asset held for sale if its carrying amount will be recovered principally through a sale transaction rather than through continuing use. The non-current asset held for sale is classified in accordance with FRS 5. Immediately before classification to non-current asset as held for sale, the carrying amounts of the asset for  disposal is measured in accordance with applicable FRSs. Then, on initial classification as non-current asset held for sale, the asset is recognized at the lower of carrying amount and fair value less costs to sell.

As at 1 January 2006, the Group reclassified a property previously held under property, plant and equipment to non-current assets held for sale in accordance with FRS 5.

(c)  FRS 101 : Presentation of financial statements

The adoption of the revised FRS 101 has affected the presentation of minority interest, share of net after-tax results of associates and other disclosures. In the consolidated balance sheet, minority interests are now presented within total equity. In the consolidated income statement, minority interests are presented as an allocation of the total profit or loss for the period. A similar requirement is also applicable to the statement of changes in equity. FRS 101 also requires disclosure, on the face of the statement of changes in equity, total recognized income and expenses for the period, showing separately, the amounts attributable to equity holders of the parent and to minority. 

The current period’s presentation of the Group’s financial statements is based on the revised requirements of FRS 101, with the comparatives restated to conform with the current period’s presentation where applicable.

(d) FRS 117 : Leases

The adoption of the revised FRS 117 has resulted in a retrospective change in the accounting policy relating to the classification of leasehold land. The up-front payments made for the leasehold land represents prepaid lease payments and are amortised on a straight-line basis over the lease term. A lease of land and building is apportioned into a lease of land and a lease of building in proportion to the relative fair values of the leasehold interests in the land element and the building element of the lease at the inception of the lease. Prior to 1 January 2006, leasehold land was classified as property, plant and equipment and was stated at cost less accumulated depreciation.

(e) FRS 121 : The effects of changes in foreign exchange rates


Items included in the financial statements of each of the Group’s entities are measured using the currency of the primary economic environment in which the entity operates (the “functional currency”). The consolidated financial statements are presented in Ringgit Malaysia, which is the Company’s functional and presentation currency.

Under the revised FRS 121, exchange differences arising from translating functional currency into presentation currency of either the reporting entity or the foreign operation for preparation of consolidated financial statement, are to be recognized as a separate component of the equity. Previously, such exchange differences were taken to profit or loss. This change in accounting policy does not have significant financial impact on the Group prior to 2006.

(f) FRS 140 : Investment property

The adoption of FRS 140 has resulted in a change in accounting policy for investment properties. Properties held for  rental or for capital appreciation or both are classified as investment properties. Investment properties are now stated at fair value, representing open-market value determined by external valuers or as assessed by directors.  Gain or losses arising from changes in the fair values of investment properties are recognized in income statement. Prior to 1 January 2006, investment properties were stated at cost and held as property, plant & equipment. In accordance with the transitional provisions of FRS 140, this change in accounting policy is applied prospectively and the difference between the carrying amounts of the properties and their fair values less applicable deferred tax liabilities is recognized as an adjustment to the opening retained profits. The adoption of this FRS has resulted in changes which have been accounted for by restating the following opening balance in the balance sheet as at 1 January 2006 :

	
	As at 1 January 2006

	
	RM’000

	
	

	Increase in retained earnings
	232,952

	Increase in deferred tax liabilities
	12,261

	Increase in investment properties
	245,213



Comparatives

Leasehold land and certain properties previously classified under property plant and equipment have been reclassified as prepaid lease payments and investment properties on 1 January 2006.

	
	
	
	

	
	Previously stated
	Reclassification
	Restated

	
	RM’000
	RM’000
	RM’000

	As at 31 December 2005
	
	
	

	Property, plant and equipment
	824,691
	(184,696)
	639,995

	Prepaid lease payments
	-
	17,999
	17,999

	Investment properties
	-
	166,697
	166,697

	
	
	
	


3. Audit report of preceding annual financial statements

The audit report of the Group’s financial statements for the year ended 31 December 2005 was not subject to any qualifications.

4. 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.

5. 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. 

6. Change in estimates  

The revised FRS 116: Property, Plant and Equipment requires the review of the residual value and remaining useful life of an item of property, plant and equipment at least at each financial year end. The Group revised the residual values of motor vehicles as well as the residual values and estimated useful lives of certain plant and machinery with effect from 1 January 2006. The revisions were accounted for as changes in accounting estimates and as a result, the depreciation charges for the current quarter and the financial period to-date have been reduced by RM3.4 million and RM9.7 million respectively. 

There were no other changes in estimates that have a material effect for the financial period ended 30 September 2006.

7. Issuance and repayment of debt and equity securities 

Except for the repurchases of the RM70 million Al Murabahah Medium Term Notes and RM25 million Al Murabahah Commercial Papers, there were no issuance, cancellations, repurchases, resale and repayment of debt and equity securities for the financial period ended 30 September 2006.

8. Dividends paid

The shareholders at the Company’s Annual General Meeting on 29 June 2006 approved the payment of the first and final dividend of 1% per share less 28% income tax in respect of the financial year ended 31 December 2005.  Payment of this dividend amounting to RM3,429,922 was made on 19 September 2006. 

9. Segmental reporting

Primary segment – business segment

	
	Revenue
	
	Results

	
	Current year to 

30 Sep 2006
	
	Preceding year to

30 Sep 2005
	
	Current year to 

30 Sep 2006
	
	Preceding year to

30 Sep 2005

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

	Property development
	116,356
	
	95,016
	
	(7,887)
	
	(21,402)

	Manufacturing
	244,168
	
	200,977
	
	20,095
	
	18,711

	Investment properties
	24,650
	
	23,787
	
	15,721
	
	10,793

	Property management services
	3,752
	
	3,198
	
	1,506
	
	1,401

	Investment
	771
	
	2,870
	
	2,105
	
	(6,559)

	Recreation
	1,817
	
	2,238
	
	(200)
	
	(7)

	
	391,514
	
	328,086
	
	31,340
	
	2,937


Secondary segment – geographical segment 

The Group operates in the following geographical areas as follows :

	
	Revenue
	Total assets
	Capital expenditure

	
	Current year to 

30 Sep

 2006
	Preceding

year to 

30 Sep

 2005
	
	Current year to 

30 Sep

 2006
	Preceding

year to

30 Sep

 2005
	
	Current year to 

30 Sep

 2006
	Preceding

year to

30 Sep

 2005

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

	Malaysia
	348,469
	284,244
	
	2,061,556
	1,795,247
	
	26,790
	50,793

	Hong Kong & China
	43,045
	41,015
	
	8,441
	11,179
	
	5
	3

	Pakistan
	-
	-
	
	13,778
	15,069
	
	1
	712

	Others
	-
	2,827
	
	44,067
	46,046
	
	-
	-

	
	391,514
	328,086
	
	2,127,842
	1,867,541
	
	26,796
	51,508


10. Valuations of property, plant and equipment

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

11. Subsequent events 

There were no material events subsequent to the end of the current quarter.

12. Changes in the composition of the Group during the financial period ended 30 September 2006

On 13 April 2006, the Company’s wholly owned subsidiary, Vital Edition Sdn Bhd and La Bodega Sdn Bhd entered into a shareholders agreement to subscribe for 400,000 and 600,000 ordinary shares of RM1.00 each at par respectively in BSC Bistro. Consequently, this made BSC Bistro a 40% associated company. BSC Bistro was incorporated on 19 September 2005 and operates a food and beverage business.

Apart from the above, there were no changes in the composition of the Group during the financial period ended 30 September 2006.

13.    Changes in contingent liabilities and contingent assets 

There were no material changes in contingent liabilities and contingent assets since the last annual balance sheet on 31 December 2005 to the date of this report.

14.    Capital commitments

Capital commitments not provided for in the financial statements as at 30 September 2006 were as follows : 

	
	RM’000

	Authorised and contracted
	118,793

	Authorised but not contracted
	21,677

	
	140,470

	Analysed as follows :
	

	Property, plant and equipment
	114,248

	Land held for property development
	26,222

	
	140,470

	
	


PART B : Explanatory Notes Pursuant to Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad

1. Review of performance 

Quarter on Quarter review

Group revenue of RM126.1 million in the third quarter of this year was marginally lower when compared to the corresponding quarter in 2005 due to a decrease in revenue in the property division which was offset by higher revenue in the manufacturing division. Whilst the property division was affected by the drop in sales of property stocks in Johor, this was compensated by MIECO’s 17% increase in revenue to RM90.8 million arising from improved selling prices of chipboards and related products.

The Group registered a pre-tax loss of RM1 million during the quarter against a loss of RM9.8 million in the same quarter in 2005. The lower loss was due to :

· lower depreciation in 2006 as a result of the adoption of FRS 116: Property, Plant and Equipment;

· higher sales and production output in the manufacturing division.

Year to date review

Group revenue for the nine months ended 30 September 2006 was up 19% to RM391.5 million from RM328.1 million in 2005.  This was mainly attributable to :

· higher property sales revenue from property development in Kuala Lumpur despite lower sales of properties in Johor and 

· higher sales revenue of chipboard and related products as a result of greater sales volume and better selling prices.

Group profit before tax of RM16.1 million for the nine months ended 30 September 2006 was substantially higher when compared to the pre-tax loss of RM7.5 million recorded in the same period in 2005. The turnaround was due to:

· higher development profit from projects in Kuala Lumpur;

· higher sales volume, better selling prices and improved production efficiency in the manufacturing division, which were partly  offset by  increases in raw material prices and borrowing costs;

· lower depreciation in 2006 as a result of the adoption of FRS 116: Property, Plant and Equipment and 

· write back of impairment allowance for marketable securities of RM1.9 million in 2006 as compared to the impairment loss of RM6.6 million in the same period in 2005.

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

The Group recorded a RM1 million pre-tax loss in the third quarter of this year against a profit of RM11.5 million for the immediate preceding quarter. This was mainly due to lower development profit in the third quarter from fewer units sold. Results in the second quarter were boosted by the soft launch of Phase 1 of One Menerung as well as contribution from sales of completed projects. 

MIECO also reported lower profit before tax which fell by RM0.6 million to RM3.9 million in the quarter under review as a result of increased raw material prices and borrowing cost.

3.    Prospects for the current financial year                                                                                     

Following the encouraging response to Phase 1, the property division has now offered Phase 2 of One Menerung for sale. These sales however are not expected to have significant impact on revenue and profit until construction of this and its other ongoing project, The Troika, reach more advanced stages of completion. In addition, the Group is launching in late November 2006 Phase 1 of its joint venture property development known as Defence Raya Golf Resort in Lahore, Pakistan. 

Despite challenging business conditions, MIECO expects to achieve a turnaround in its financial performance for the current financial year. Selling prices and production output have improved although MIECO is subject to the vagaries of global business cycles and the threats of competitive supply and narrowing margins from rising costs of raw materials, utilities and distribution. MIECO will further consolidate and strengthen its operations to increase market share and identify niche market products and customer base.

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 

	
	
	30 September 2006
	
	30 September 2006

	
	
	RM’000
	
	RM’000

	In respect of current year
	
	
	
	

	- Malaysia tax
	
	862
	
	5,443

	- Foreign tax
	
	69
	
	154

	
	
	931
	
	5,597

	Deferred taxation
	
	
	
	

	- Malaysia tax
	
	915
	
	2,720

	- Foreign tax
	
	(1)
	
	19

	
	
	914
	
	2,739

	In respect of prior years
	
	
	
	

	- Malaysia tax
	
	5,382
	
	5,387

	
	
	
	
	

	Tax expense
	
	7,227
	
	13,723


The Group’s effective tax rate for the current quarter and year to date are higher than the statutory tax rate of 28% for the financial period ended 30 September 2006 due to :

· losses that are only partially available for set-off against taxable profits within the Group, 

· certain expenses not deductible for tax purposes 

· share of loss of an associated company which is not tax deductible and

· under provision of prior years tax.

6.
Sale of unquoted investments and / or properties 

Except for the transfer of 2,000 shares of Bangsar Hill Management Sdn Bhd by the Company to the owners of the Bangsar Hill project during the quarter under review, there were no sales of unquoted investments or properties outside the ordinary course of business during the financial period ended 30 September 2006.

7.
Marketable securities 

a)   Total purchases and sales of marketable securities:

	
	Current quarter to
	Current year to 

	
	30 September 2006
	30 September 2006

	
	RM’000
	RM’000

	Total purchases
	-
	-

	Total sale proceeds
	-
	771

	Total profit on sale
	-
	179


b)   Details of investment in marketable securities as at 30 September 2006:

	
	RM’000

	At cost 
	153,577

	At carrying value (after allowance for impairment loss)
	39,938

	At market value
	40,255


8.
Status of corporate proposal


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.

9.
Borrowings and debt securities

Details of the Group’s borrowings which are all denominated in Ringgit as at 30 September 2006 were as follows : 

	
	Current
	
	Non current

	
	RM’000
	
	RM’000

	Term Loans (secured)
	37,000
	
	77,500

	Term Loan (unsecured)
	-
	
	97,000

	Medium Term Notes (unsecured)
	-
	
	80,000

	Banker Acceptance (unsecured)
	47,001
	
	-

	Hire Purchase Creditors (secured)
	548
	
	444

	Bank Overdraft (unsecured)
	674
	
	-

	Total
	85,223
	
	254,944


Finance cost of RM4.2 million arising from funds specifically borrowed for the acquisitions of freehold lands had been capitalised to land held for property development and property development costs during the financial period ended 30 September 2006.

10. Off  balance sheet financial instruments 

As at 10 November 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 2.253 million
	8,155
	1 USD = RM 3.6197

	
	
	

	Future sales of goods :
	
	

	USD 6.865 million
	25,086
	1 USD = RM 3.6542

	
	
	

	Trade payables :
	
	

	Euro 0.577 million
	2,679
	1 Euro = RM 4.6467

	
	
	


The settlement dates of the above open forward contracts range between 1 to 5 months.

The unrecognised gain as at 10 November 2006 on open contracts which hedge anticipated future foreign currency sales amounted to RM79 K. The unrecognised gain on open contract which hedge anticipated future foreign currency purchases amounted to RM24 K. These exchange gains 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 

As at the date of this report, there were no changes in material litigation, including the status of pending material litigation since the last annual report balance sheet date of 31 December 2005. 

12.
Dividend payable

The Directors do not recommend the payment of an interim dividend for the financial period ended 30 September 2006. No interim dividend was declared for the financial period ended 30 September 2005.

13.
Earnings per share

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

	
	30 September 

 2006
	30 September 

2005
	30 September 

2006
	30 September

2005

	a) Basic
	
	
	
	

	(Loss)/profit attributable to equity holders of the parent (RM’000)


	(9,368)
	(9,210)
	180
	(15,822)

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

	(Loss)/earnings per share (sen)
	(1.97)
	(1.93)
	0.04
	(3.32)

	
	
	
	
	

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


As at 30 September 2006, 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

17 November 2006
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