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

INTERIM REPORT FOR THE FINANCIAL PERIOD ENDED 31 MARCH 2006


	Condensed Consolidated Income Statements



Individual Quarter
  Cumulative Quarter



 3 months ended
3 months ended 

In RM’000
Note
31.03.2006
31.03.2005
31.03.2006
31.03.2005 




  (unaudited)

(unaudited)

Revenue
100,013 
   21,998
100,013
21,998

Expenses

(80,774)
(36,678)
(80,774)
(36,678)

Other operating income
14
4,567
8,684
4,567
8,684






Profit/(loss) from operations

23,806
(5,996)
23,806
(5,996)

Finance cost

(13,282)
(13,121)
(13,282)
(13,121)

Share of results of jointly






   controlled entity and associates

8,810
2,656
8,810
2,656





Profit/(loss) before taxation

19,334
(16,461)
19,334
(16,461)

Taxation
15
(423)
(980)
(423)
(980)


Profit/(loss) after taxation 

18,911
(17,441)
 18,911
(17,441)





Attributable to:

Equity holders of the Company

6,514
(14,890)
6,514
(14,890)

Minority interests

12,397
(2,551)
12,397
(2,551)




18,911
(17,441)
18,911
(17,441)





Earnings per share for profit attributable 

  to the equity holders of the Company

  during the period

· Basic
0.85
(1.94)
0.85
(1.94)


· 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 year ended 31 December 2005

	Condensed Consolidated Balance Sheets



As at
As at



In RM’000
31.03.2006                                       31.12.2005     


(unaudited)
  (restated)

Operational property, plant and equipment

23,522

22,869

Investment properties

173,009

174,004

Land held for property development

878,634

869,576

Associates

279,276

272,626

Jointly controlled entity

10,694

9,753

Other investments

8,172

8,172

Goodwill on consolidation
     10,000


10,000

Deferred tax assets

3,877

3,877








1,387,184

1,370,877


Current Assets

     Inventories

26,923

24,236

     Properties development costs

150,685

173,202

     Trade and other receivables

176,927

181,043

     Tax recoverable

8,146

7,364

     Marketable securities

26,214

26,482

     Bank balances and deposits

294,985

251,707








683,880

664,034






Current Liabilities

     Trade and payables

161,285

164,238

 Other payables

98,770

96,590

     Taxation

465

805

     Short term borrowings

117,024

104,127

     Bonds

80,000

80,000




457,544

445,760








Net Current Assets
226,336
218,274

Non Current Liabilities


    Bonds
714,938
714,684

    Long Term borrowings
299,288
293,703

    Other long term liabilities
9,963
10,344

    Deferred tax liabilities
3,043
3,043



1,027,232
1,021,774





Net Assets
586,288
567,377




Capital and Reserves

Share capital



768,186
768,186

Reserves




(281,676)
(288,190)


Equity attributable to equity holders of the Company
486,510
479,996


Minority interests
99,778
87,381





Total equity





586,288
567,377


Net assets per share attributable to ordinary

equity holders of the Company (sen)   


            63.3                                                  62.5











The condensed consolidated balance sheets should be read in conjunction with the Annual Financial Statements for the year ended 31 December 2005.

	Condensed Consolidated Cash Flow Statements




 3 months ended

In RM’000

31.03.2006 
31.03.2005



             (unaudited)

Operating activities


Cash receipts from customers
                                               145,261

 
 55,427

Cash paid to suppliers and employees
                                             (107,530)


(53,280)








Cash from operations

 37,731


2,147

Interest and other bank charges paid

(6,210)


(6,143)

Taxes paid

(1,416)


(504)


Net cash used in operating activities
                                                30,105

(4,500)





Investing activities


Equity investments
                                                   2,534

434

Non-equity investments
                                                      412

1,076


Net cash from investing activities
                                                   2,946

1,510


Financing activities

Borrowings (net)
                                                 10,216

7,789

Placement of restricted cash
                                               (41,948) 

(7,695)


Net cash used in financing activities
                                               (31,732)

94



Net increased in cash and cash equivalent
                                                   1,319      
(2,896)

Cash and cash equivalents at beginning of the financial year
                                                 77,919

73,378


Cash and cash equivalent at end of period
                                                 79,238 

70,482




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

Bank balances and deposits
                                                294,985

155,486

Bank overdraft
                                                     (833)

-



        


                                               294,152

155,486

Less: Bank balances and deposits held as security value
                                             (214,914)

(85,004)







                                                 79,238

70,482


The condensed consolidated cash flow statement should be read in conjunction with the Annual Financial Statements for the year ended 31 December 2005. 

	Condensed Consolidated Statement of Changes in Equity



Attributable to equity holders of


___________________the parent

Share
Reserve on
Accumulated
 Minority 
Total


In RM’000
__Capital
 consolidation
          losses
Total
interests
  equity

At 1 January 2006
768,186

79,332
(367,522)
479,996
82,992
562,988

Prior year adjustment – effects of

 adopting FRS 131
-

-
-
-
4,389
4,389

  


As restated, before opening

 balance adjustments
768,186
79,332
(367,522)
479,996
87,381
567,377

Opening balance adjustments in

 respect of business combinations
-
(79,332)
79,332
-
-
-




As restated, after opening balance

 adjustments, carried forward
768,186
-
(288,190)
479,996
87,381
567,377

Net profit for the financial period
-

-
6,514
6,514
12,397
18,911


At 31 March 2006
768,186

-
(281,676)
486,510
99,778
586,288

(unaudited)


At 1 January 2005
768,186

79,332
(380,409)
467,109
82,881
549,990

Prior year adjustment – effects of

 adopting FRS 131
-

-
-
-
4,335
4,335


As restated
768,186
79,332
(380,409)
467,109
87,216
554,325

Deferred tax liability on
-

-
(879)
(879)
-
(879)

 revaluation surplus




    

Interim dividend paid by a                                   -                           -                            -                   -
(2,794)    (2,794)
  

  subsidiary in respect of the financial

  year ended 31 December 2005


Net profit for the financial period
-

-
13,766
13,766
2,959
16,725




At 31 December 2005
768,186

79,332
(367,522)
479,996
87,381
567,377

(restated)

The condensed consolidated statement of changes in equity should be read in conjunction with the Annual Financial Statements for the year ended 31 December 2005.

	Notes to the Interim Report


1.
Basis of preparation


The financial report has been prepared in accordance with FRS134, Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad, and should be read in conjunction with the Group’s financial statements for the financial year ended 31 December 2005.


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 year ended 31 December 2005, other than for the compliance with the new/revised Financial Reporting Standards (‘FRS’) that came into effect during the financial year under review.


The adoption of the new/revised FRS 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 31 March 2006.

2.      Changes in Accounting Policies

The principal effects of the necessary change in accounting policies resulting from the adoption of applicable revised FRS are discussed below.

FRS 2 – Share-based Payment

The adoption of FRS 2 has resulted in a change in accounting policy for staff costs of the group from options granted by the Company to the employees of the group.

Prior to 1 January 2006, there was no recognition of employee benefits in the income statement for share options granted to employees of the Group. Upon adoption of FRS 2, the employee benefits relating to share options were recognized as an expense in the income statement over the vesting periods of the grants with a corresponding increase in equity.

Under the transitional provisions of FRS 2, this FRS must be applied to share options that were granted after 31 December 2004 and had not yet vested on 1 January 2006. As at 31 December 2005, all existing options granted in the Group were already vested hence there is no financial impact to the group arising from the application of FRS 2.

FRS 3 – Business Combination

Under FRS 3, any excess of the Group’s interest in the fair value of acquirees’ identifiable assets, liabilities and contingent liabilities over cost of acquisitions (previously referred to as ‘reserve on consolidation’), after reassessment, is now recognised immediately in the income statement as it arises. In accordance with the transitional provisions of FRS 3, the reserve on consolidation as at 1 January 2006 of RM79,332,000 was derecognised with a corresponding adjustment in accumulated losses.

	Notes to the Interim Report


2.
Changes in Accounting Policies (continued)

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 associate 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 recognised income and expenses for the period, showing separately the amounts attributable to equity holders of the Company and to minority interest.

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.

FRS 131 – interests in Joint Ventures

The adoption of the revised FRS 131 permits a venturer to recognize its interest in a jointly controlled entity using either the proportionate consolidation or the equity method. The Group opts to continue to adopt equity method to account for its interest in its jointly controlled entity.

The venturer of the Group’s jointly controlled entity is a partly owned subsidiary of the Company. The adoption of FRS 131 by the subsidiary has resulted prior year adjustments to the Group financial statements.

The financial impact to the Group arising from this changes in accounting policies are as follows:-  

	
	As previously

reported   
	Effects of changes in 

accounting policies
	As 

restated

	
	           RM’000
	                        RM’000
	            RM’000

	As 31 December 2004
	
	
	

	  Jointly controlled entity
	5,299
	4,335
	9,634

	  Minority Interests
	82,881
	4,335
	87,216

	
	
	
	

	As 31 December 2005
	
	
	

	  Jointly controlled entity
	5,364
	4,389
	9,753

	  Minority Interests
	82,992
	4,389
	87,381

	
	
	
	

	As at 31 March 2005
	
	
	

	  Other operating income
	9,114
	(430)
	8,684

	  Share of result of jointly
	
	
	

	      controlled entity
	928
	759
	1,687

	  Minority Interests
	2,880
	(329)
	2,551



	Notes to the Interim Report


3.
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.

4.
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.

5.
Items of unusual nature, size or incidence

There were no other items of unusual nature, size or incidence affecting the assets, liabilities, equity, net income or cash flows.

6.
Material changes in estimates of amounts reported

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

7.
Debt and equity securities


There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities for the current interim period.

8.
Dividends


There were no dividends paid during the current interim period.

9.
Segmental reporting



3 months ended
 3 months ended

31.03.2006

          31.03.2005

          Profit/(Loss)
            Profit/(Loss)

                  from
                     from

In RM’000
  Revenue
 operations
Revenue    operations

Malaysia

  Engineering and construction
32,543
(15,827)
14,037 
(528)

  Property development
74,056
45,198
17,586
4,692

  Infrastructure
3,133
(123)
548
(354)

  Building services
3,746
764
2,644
712

  Investment holding and others
-
(4,862)
-
(9,783)









Segment totals
113,478
25,150
34,815
(5,261)

Inter-segment elimination
(13,465)
(1,344)
(12,817)
(735)










100,013
23,806
21,998
(5,996)








	Notes to the Interim Report


10.
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.

11.
Material events subsequent to the financial period

There were no material subsequent events to be disclosed.

12.
Changes in the composition of the Group

There were no changes in the composition of the Group during the current interim period.
13.
Contingent liabilities or contingent assets


The Group’s contingent liabilities, which comprised trade and performance guarantees, amounted to RM51.7 million as at 31 March 2006 (as compared to RM61.4 million as at 31 December 2005). There are no material contingent assets to be disclosed.

14.
Other operating income


There was no item of unusual nature in the other operating income in the current interim period under review.

15.
Taxation



Individual Quarter
Cumulative Quarter 


In RM’000
3 months ended
3 months ended



31.03.2006   31.03.2005
31.03.2006 
31.03.2005

In Malaysia


Taxation


   - current year
422
478
422
478


   - under provision in






         prior years
1
502
1
502










423
980
423
980










The effective tax rate for the current interim period is lower than the statutory rate of taxation principally due to the utilization of previously unrecognized tax losses.

16.
Profit/(Loss) on sale of unquoted investments and/or properties
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 interim period under review.

	Notes to the Interim Report


17.
Purchases and disposals of quoted securities

a) There were no purchases and disposals of quoted securities for the current and preceding cumulative 1st quarter ended 31 March 2006 and 31 March 2005 respectively.

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

	
	
	As at

31.03.2006


	As at 

31.12.2005

	
	
	RM’000
	RM’000

	     At cost
	
	158,284
	158,551

	     At carrying value
	
	297,755
	291,264

	     At market value
	
	221,751
	214,414




 18.
Corporate Proposals

There were no corporate proposals announced but not completed during the current interim period under review.

19.
Group borrowings

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

	
	
	As at

31.03.2006
	As at

31.12.2005

	
	
	RM’000


	RM’000

	Short term - secured
	
	181,738
	 176,955

	Short term - unsecured
	
	15,286
	7,172

	Long term - secured
	
	1,014,226
	1,008,387

	
	
	
	


The Group borrowings are all denominated in Ringgit Malaysia.

20.
Off balance sheet financial instruments

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

	Notes to the Interim Report


21.
Changes in material litigation


The Group is engaged in various litigations arising from its businesses, the claims thereon amounting to approximately RM59.9 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.

22.
Comparison with preceding corresponding quarter’s results


The Group recorded a profit before taxation of RM19.3 million for the 1st quarter ended 31 March 2006 as compared to a loss of RM16.4 million recorded in the preceding corresponding 1st quarter ended 31st March 2005. The high profit in the current quarter was due to substantial increase in revenue of RM78.0 million which is more than 100 % higher compared to preceding corresponding quarter. The increase in profit is mainly contributed from the realization of sales at Kuala Lumpur Sentral. However, given the recent extraordinary increase in world commodity prices, the Group has taken prudent steps to recognize higher material costs in its engineering business pending any readjustment of contract rates.  

23.
Review of performance

The Group recorded revenue of RM100.0 million for the current 1st quarter ended 31 March 2006 as compared to RM22.0 million recorded in the preceding 1st quarter ended 31 March 2005. The higher revenue in the current quarter was due to higher contributions from the property development and engineering and construction sectors. The property development sector is mainly driven by the on-going development at Kuala Lumpur Sentral. The infrastructure and building services sectors also continue to contribute higher revenue as the Group has expanded into this sector of business activities.

24.
Prospects
We expect property development especially with the promising outlook for sales at Kuala Lumpur Sentral and the engineering and construction businesses to continue to be the main drivers of the Group’s performance for the remaining periods of the current financial year 2006. 

Accordingly, barring any unforeseen circumstances and further rises in material costs, the Board is optimistic that the Group’s performance for the current year ending 31 December 2006 will continue to show improvement and growth in both revenue and profitability in line with the Group’s announced headline KPIs. 

25.
Variance on forecast profit/profit guarantee


Not applicable.

	Notes to the Interim Report


26.
Earning per share


Basic


The basic earning per share were computed as follows:


                                                                     Individual Quarter         Cumulative Quarter


                                                                       3 months ended                 3 months ended


                                                                    31.03.2006   31.03.2005   31.03.2006   31.03.2005


Net profit/(loss) for the period


attributable to the equity holders


of the Company (RM’000)  

 6,514 
(14,890)          6,514        (14,890) 


Weighted average number of ordinary 


   shares in issue (‘000)

768,186
768,186        768,186        
768,186


Basic earnings/(loss) per share (sen)
                  0.85           (1.94)             0.85             (1.94)

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.
By Order of the Board

Mohd Noor Rahim Yahaya

Company Secretary

Shah Alam


30 May 2006
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