MALAYSIAN RESOURCES CORPORATION BERHAD
(Incorporated in Malaysia - Company No.7994-D)

INTERIM REPORT FOR THE SECOND QUARTER ENDED 30 JUNE 2004                



	Condensed Consolidated Income Statements



Individual Quarter
  Cumulative Quarter



 3 months ended
6 months ended 

In RM’000
Note
30.06.2004
30.06.2003*
30.06.2004
30.06.2003* 




  (unaudited)

(unaudited)

Revenue
45,123 
n.a.
64,174
n.a

Expenses

(45,284)
n.a.
(52,289)
n.a.

Other operating income
13
17,767
n.a.
33,237
n.a.






Profit from operations

17,606
n.a.
45,122
n.a.



Finance cost

(15,882)
n.a.
(32,075)
n.a.

Share of results of jointly

3,881
n.a.
6,185
n.a.

   controlled entities and associates





Profit before taxation

5,605
n.a.
19,232
n.a.

Taxation
14
(1,175)
n.a.
(3,729)
n.a.


Profit after taxation

4,430
n.a.
15,503
n.a.

Minority interests

(32)
n.a.
(3,868)
n.a.


Net profit attributable 

4,398
n.a.
11,635
n.a.

  to shareholders


Earning per share (sen)

· Basic
  0.57
n.a.
1.51
n.a.


· Diluted
n.a.
n.a.
n.a.
n.a.


The condensed consolidated income statements should be read in conjunction with the Annual Financial Statements for the period ended 31 December 2003.

The Group has changed its financial year end from 31 August 2003 to 31 December 2003 during the previous financial year.

*  (1) There are no comparative figures disclosed following the change in the financial period end.

(2) The comparative figures for the previous financial period quarter 2 are attached.

	Condensed Consolidated Balance Sheets



As at
As at



In RM’000
30.06.2004
31.12.2003     


(unaudited)
  (audited)

Property, plant and equipment

30,841

34,290

Investment properties

169,688

171,400

Land held for property development

857,482

841,997

Subsidiaries

-

-

Associates

269,941

297,768

Jointly controlled entities

4,819

2,830

Other investments

10,288

10,288

Project development expenditure

28

-

Goodwill on consolidation

-

478

Deferred tax assets

2,814

6,299









1,345,901

1,365,350


Current Assets

     Development properties

147,420

160,611

     Inventories

26,909

20,361

     Trade and other receivables

173,155

272,312

     Marketable securities

72,768

71,960

     Bank balances and deposits

161,775

152,471








582,027

677,715






Current Liabilities

     Trade and payables

109,354

110,459

 Other payables

146,631

142,042

     Short term borrowings

153,005

204,150

     Bonds

-

91,000

     Taxation

4,318

9,035




413,308

556,686








Net Current Assets
168,719
121,029






1,514,620
1,486,379




Capital and Reserves



Share capital



768,186
768,171

Reserves




(341,152)
(351,237)


Shareholders’ equity
427,034
416,934


Minority interests
85,833
102,982


Non Current Liabilities


    Bonds
793,166
792,660

    Long Term borrowings
198,886
162,250

    Other long term liabilities
9,686
10,422

    Deferred tax liabilities
15
1,131












1,514,620
1,486,379


Net tangible assets per share (sen)



56.1
54.7











The condensed consolidated balance sheets should be read in conjunction with the Annual Financial Statements for the period ended 31 December 2003.

The Group has changed its financial year end from 31 August 2003 to 31 December 2003 during the previous year.

	Condensed Consolidated Cash Flow Statements




 6 months ended

In RM’000

30.06.2004 
28.02.2003



             (unaudited)

Operating activities


Cash receipts from customers


215,355

126,441

Cash paid to suppliers and employees


(88,866)

(134,753)








Cash from operations

126,489

(8,312)

Interest and other bank charges paid


(58,160)

(62,343)

Taxes paid

  (3,605)


(7,194)


Net cash used in operating activities
                                                  64,724

(77,849)





Investing activities


Equity investments
                                                  22,509
508,417

Non-equity investments
                                                  18,927

3,411


Net cash from investing activities
                                                  41,436 

511,828


Financing activities

Borrowings (net)
                                                 (
89,105)
(477,514)

(Placement)/withdrawal of restricted cash
                                               
8,952
53,614


Net cash used in financing activities
                                                (80,153)

(423,900)




Net increased in cash and cash equivalent
                                                  26,007

10,079

Foreign currency translation difference
                                                           -

449

Cash and cash equivalents at beginning of the financial year
                                                  72,682

58,439

Cash and cash equivalent at end of period
                                                  98,689 

68,967




For the purpose of the cash flow statements, the cash and cash equivalents comprised the following:

Bank balances and deposits
                                                161,775

197,295

Bank overdrafts
                                                     (600)

(9,041)



        


                                                
161,175
188,254

Less: Bank balances and deposits held as security value
                                               
(62,486)
(119,287)







                                                  98,689

68,967


The condensed consolidated cash flow statement should be read in conjunction with the Annual Financial Statements for the period ended 31 December 2003. 

The Group has changed its financial year end from 31 August to 31 December during the previous financial year. 

	Condensed Consolidated Statement of Changes in Equity




________                             Non-Distributable







Statutory
Currency


Share
Share
and other
translation
Accumulated

In RM’000
__Capital
___premium
____reserves______ difference
          losses
Total

At 1 January 2004
768,171
-
79,332
-
(430,569)
416,934

Issuance of share capital
15
-
-
-
-
15

Share of an associate’s post

  acquisition losses of its associate

  in excess of its share of retained

  profit and share capital
-
-
(1,550)
-
-
(1,550) 

Net profit for the financial period
-
-
-
-
11,635
11,635

  


At 30 June 2004 (unaudited)
768,186
-
77,782
-
(418,934)
427,034




At 1 September 2002
976,550
1,008,463
76,206
2,859
(1,416,218)
647,860

Prior year adjustments
-
-
-
-
382
382


───────
───────
───────
───────
───────
───────

As restated
976,550
1,008,463
76,206
2,859
(1,415,836)
648,242


Share in the transfer

  to statutory reserves

  by an associate
-
-
3,858
-
(3,858)
-

Realisation of statutory

  reserves upon disposal

  of an associate
-
-
(61,791)
-
61,791
-

Realisation of capital

  redemption reserve

  upon de-merger

  of an associate
-
-
(18,273)
-
18,273
-

Reserve on consolidation
-
-
79,332
-
-
79,332

Currency translation

  arising in the financial period
-
-
-
(2,322)
-
(2,322)

Currency translation reserve

  reversed upon disposal

  of foreign subsidiaries
-
-
-
(537)
-
(537)
Net gain/(loss) not

  recognised in income

  statement
-
-
3,126
(2,859)
76,206
76,473

Pursuant to corporate

  restructuring scheme

Issuance of share capital
175,706
79,068
-
-
-
254,774

Capital reconstruction
(384,085)
(157,319)
-
-
-
(541,404)

Share issuance expenses
-
(50)
-
-
-
(50)

Cancellation of share premium
-
(930,162)
-
-
930,162
-

Net loss on dilution of interest
-
-
-
-
(137,643)
(137,643)

  in associates upon de-merger 

Net profit for the financial period
-
-
-
-
116,542
116,542




At 31 December 2003
768,171
-
79,332
-
(430,569)
416,934

(audited)

The condensed consolidated statement of changes in equity should be read in conjunction with the Annual Financial Statements for the period ended 31 December 2003.

The Group has changed its financial year end from 31 August to 31 December in the previous financial year.


	Notes to the Interim Report


1.
Basis of preparation


This financial report is prepared in accordance with MASB 26 ‘Interim Financial Reporting’ and paragraph 9.22 of the Bursa Malaysia Securities Berhad Listing Requirements, and should be read in conjunction with the Group’s financial statements for the financial period ended 31 December 2003.


The accounting policies and methods of computation adopted for the financial report are consistent with those adopted for the annual financial statements for the financial period ended 31 December 2003, other than for the compliance with the applicable approved Accounting Standards that came into effect during the financial year under review.


The adoption of the applicable approved Accounting Standards that came into effect during the financial year under review does not have material effects on the Group’s financial result for the financial year-to-date nor the Group’s shareholders’ funds as at 30 June 2004.


The Group has changed its financial year end from 31 August to 31 December during the previous financial year.

2.
Audit report of the preceding annual financial statements


The audit report of the Group’s preceding annual financial statements was not subject to any qualification.

3.
Seasonality or cyclicality of operations


The businesses of the Group were not materially affected by any seasonal or cyclical fluctuations during the current interim period.

4.
Items of unusual nature, size or incidence

Save as disclosed in note 13, there were no other items of unusual nature, size or incidence affecting the assets, liabilities, equity, net income or cash flows.

5.
Material changes in estimates of amounts reported

There were no changes in estimates of amounts reported in prior financial period that would have a material effect in the current interim period. 

6.
Debt and equity securities


During the current interim period, the issued and paid-up share capital of the Company increased from RM768,170,868 to RM768,185,868 by way of the issuance of 15,000 ordinary shares of RM1.00 each pursuant to the exercise of options granted under the Employees’ Share Option Scheme.

Other than the above, there were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities for the current interim period.

	Notes to the Interim Report


7.
Dividends


There were no dividends paid during the current interim period.

8.
Segmental reporting

	
	6 months ended

30.06.2004
	6 months ended

28.02.2003

	In RM’000
	    Revenue
	Profit/(Loss)

from

operations
	  Revenue
	Profit/(Loss)

from

operations

	Malaysia
	
	
	
	

	  Engineering and Construction
	6,461
	(1,111)
	9,793
	(568)

	  Property development
	46,586
	28,279
	56,203
	2,126

	  Multimedia
	6,422
	(1,960)
	6,139
	(2,923)

	  Investment holding and others
	8,142
	18,663
	3,396
	277,246



	
	67,611
	43,871
	75,531
	275,881

	South Africa


	
	
	
	

	  Property development
	-
	-
	13,813
	(1,174)

	
	
	
	
	

	Segment totals
	67,611
	43,871
	89,344
	274,707

	
	
	
	
	

	Inter-segment elimination
	(3,437)
	1,251
	(4,906)
	(6,932)

	
	
	
	
	

	
	64,174
	45,122
	84,438
	267,775

	
	
	
	
	


9.
Valuations of property, plant and equipment


The valuations of property, plant and equipment have been brought forward without any material amendments from the previous financial statements.

10.
Material events subsequent to the financial period

There are no material subsequent events to be disclosed other than as mentioned in note 17.

	Notes to the Interim Report


11.
Changes in the composition of the Group


The changes in the composition of the Group during the current interim period are as follows: -

(i)
The company had on 21 October 2003 entered into a Subscription Agreement with UDA   Holdings Berhad (‘UDA’), Harmonic Fairway Sdn. Bhd. (‘HFSB’) and Promising Quality Sdn. Bhd. (‘PQSB’) for PQSB to issue and UDA to subscribe for new ordinary shares of PQSB which on completion will result in UDA owning 99.99% of the issued and paid-up capital of PQSB (‘Proposed Shares Issue’). PQSB was wholly owned by HFSB, which in turn was wholly owned by the Company.

The proposed Share Issue was completed on 30 March 2004 and as a result, PQSB is no longer a subsidiary of the Company. 

(ii)
The Company had on 12 May 2004 entered into an Agreement for Transfer of Shares (“ATS”) with Maxdeluxe Sdn. Bhd. for the disposal of the entire 70% equity interest in Zelleco (M) Sendirian Berhad (“ZMSB”) for RM41.8 million (“Proposed Disposal”). As part of the terms of the Proposed Disposal, the Company will also assume the assets and liabilities of both ZMSB and Zelleco Construction Sdn. Bhd., a subsidiary of ZMSB. 


The disposal was completed on 30 June 2004.

12.
Contingent liabilities or contingent assets


The Group’s contingent liabilities, which comprised trade and performance guarantees, amounted to RM52.0 million as at 30 June 2004 (as compared to RM37.4 million as at 31 December 2003). There are no material contingent assets to be disclosed.

13.
Other operating income


Included in Other operating income for the current interim period is an exceptional gain of RM22.7 million arising from the disposal of its entire 70% equity interest in Zelleco (M) Sendirian Berhad as mentioned in note 11(ii).

14.
Taxation



Individual Quarter
Cumulative Quarter 


In RM’000
3 months ended
6 months ended



30.06.2004   28.02.2003
30.06.2004 
28.02.2003

In Malaysia


Taxation


   - current year
84
1,247
203
1,492


   - (over)/under provision in
(934)
(1)
(937)
1,004


         prior years



Deferred taxation
413
(1,567)
2,980
(1,909)


Share of taxation of associates
1,612
192
1,483
192










1,175
(129)
3,729
972






	Notes to the Interim Report


14.
Taxation (continued)


The effective tax rate for the current interim period is lower than the statutory rate of taxation principally due to the exceptional gain on disposal of investment in a subsidiary that is of capital nature and not subject to tax.

15.
Profit/(Loss) on sale of unquoted investments and/or properties
As disclosed in note 11(ii), the Group had on 30 June 2004 completed the disposal of its entire 70% equity interest in Zelleco (M) Sendirian Berhad (“ZMSB”) for a total consideration of RM41.8 million. The Group gain arising from the disposal of ZMSB was RM22.7 million.

Save for the above, there were no profit or loss on sale of unquoted investments and/or properties outside the ordinary course of business of the Group for the financial period under review.

16.
Purchases and disposals of quoted securities

a) Total purchases and disposals of quoted securities (including quoted shares of associates) are as follows: -

	
	Individual Quarter

3 months ended
	Cumulative Quarter

6 months ended

	
	30.06.2004
	28.02.2003
	30.06.2004
	28.02.2003

	
	RM’000
	RM’000
	RM’000
	RM’000

	Purchase
	                    -
	                  -
	                    -
	                   -

	Disposal
	                    -
	       504,610
	                    -
	        504,610

	Gain on disposal
	                    -
	       284,064
	                    -
	        284,064


b) Investment in quoted securities (including quoted shares of an associate) are as follows: -

	
	
	As at

30.06.2004
	As at preceding financial period ended

31.12.2003

	
	
	RM’000
	RM’000

	
	
	
	

	     At cost
	
	204,838
	204,029

	     At carrying value
	
	338,533
	362,761

	     At market value
	
	207,908
	202,840




	Notes to the Interim Report


17.
Corporate Proposals

There were no corporate proposals announced but not completed other than as mentioned below: -

(i)
The Company had on 28 April 2004 entered into a Joint Venture and Shareholders Agreement with United Malayan Land Berhad (“UML”) to set up Panorama Prominent Sdn. Bhd (‘PPSB’), a 30:70 shareholding joint venture company to acquire a piece of land measuring approximately 8,250 square metres (‘Lot L’) from Kuala Lumpur Sentral Sdn. Bhd. (‘KLSSB’). KLSSB is a subsidiary of the Company.


PPSB had on the same day entered into a Conditional Sale and Purchase Agreement (‘SPA’) with KLSSB to acquire Lot L for a cash consideration of RM38.0 million and will subsequently develop it into two (2) blocks of condominium comprising six hundred (600) units with car parks and recreational facilities.

The joint venture and acquisition of Lot L from KLSSB is subject to approval from the Foreign Investment Committee.

(ii)
The Company had on 16 August 2002 announced its proposal to privately place out up to 10% of its existing issued and paid-up share capital to local and/or foreign investors (‘Proposed Private Placement’).


The company had on 6 August 2004 announced that the Company would not extend the timeframe to implement the Proposed Private Placement, which had lapsed on 8 August 2004 pursuant to the third extension of time given by the Securities Commission.

(iii)
MRCB Selborn Corporation Sdn. Bhd. (‘vendor’), a 60% subsidiary of the Company, had on 10 September 2002 entered into a Sale and Purchase Agreement with Idaman Unggul Sdn. Bhd. for the disposal of its office block known as Menara MRCB for a cash consideration of RM55.0 million (‘Proposed Disposal’).

Completion of the Proposed Disposal is still pending.

18.
Group borrowings

The tenure of the secured Group borrowings classified as short and long term is as follows: -

	
	
	As at

30.06.2004
	As at preceding financial period ended

31.12.2003

	
	
	RM’000


	RM’000

	      Short term
	
	153,005
	 295,150

	
	
	
	

	      Long term
	
	992,052
	954,910

	
	
	
	


The Group borrowings are all denominated in Ringgit Malaysia.

	Notes to the Interim Report


19.
Off balance sheet financial instruments

The Group did not enter into any contract involving financial instruments with off balance sheet risk.

20.
Changes in material litigation


The Group is engaged in various litigations arising from its businesses, the claims thereon amounting to approximately RM61.9 million. The Board of Directors has been advised on those claims for which reasonable defences exist and claims that are pending amicable settlement. On this basis, the Board of Directors is of the opinion that the said litigations would not have a material effect on the financial position or the business of the Group.
21.
Comparison with preceding quarter’s results
The Group recorded a profit before taxation of RM5.6 million for the 2nd quarter ended 30 June 2004 as compared to RM225.6 million recorded in the preceding 2nd quarter ended 28 February 2003 which was mainly attributable to the exceptional gain on disposal of an associate. 

22.
Review of performance


The Group recorded revenue of RM64.2 million for the cumulative quarter ended 30 June 2004 as compared to RM84.4 million recorded in the preceding cumulative quarter ended 28 February 2003. The lower revenue in the current cumulative quarter was mainly due to the lower property sales as a result of nil contribution from South Africa operations which was disposed by the Group in October 2003.


The Group recorded operating profit RM45.1 million, which was mainly attributable to the exceptional gain of RM22.7 million arising from the disposal of a subsidiary and lower operating overheads arising from continuing stringent cost rationalization strategies adopted.

23.
Prospects
With the recent launches of several projects at KL Sentral and the expectation of conversion of awards of several bids for engineering and construction contracts, the Group is in a better position to develop and grow its core businesses particularly in the property and engineering and construction related activities. 

Accordingly, barring any unforeseen circumstances, the Board is cautiously optimistic that the Group’s performance for the current financial year ending 31 December 2004 will be satisfactory.

24.
Variance on forecast profit/profit guarantee


Not applicable.

	Notes to the Interim Report


25.
Earning per share


Basic


The basic earning per share were computed as follows:


                                                                     Individual Quarter         Cumulative Quarter


                                                                       3 months ended                 6 months ended


                                                                    30.06.2004   28.02.2003   30.06.2004   28.02.2003


Net profit for the period (RM’000)

 4,398 
230,265          11,635         227,919 


Weighted average number of ordinary 


   shares in issue (‘000)

768,186
976,550        768,181         976,550


Basic earnings per share (sen)
                  0.57          23.58               1.51             
23.34

Diluted


The Group has no dilution in its earnings per share, as the fair value of the issued ordinary shares for the financial period is lower than the exercise price of the outstanding employees’ share options. Therefore, no consideration for adjustment in the form of increase in the number of shares was used in calculating the potential dilution of the earnings per share.
26.
Net tangible assets per share

The net tangible assets per share as at 30 June 2004 is calculated based on the Group’s net tangible assets of RM430,943,318 after deducting the Group’s intangible assets of RM208,575 and adjusting for the reserve on acquisition of an associate of RM4,118,062 over the number of issued ordinary shares of 768,185,868 shares. 
By Order of the Board

Mohd Noor Rahim Yahaya

Company Secretary

Shah Alam


30 August 2004
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