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


INTERIM REPORT FOR THE FINANCIAL PERIOD ENDED 30 SEPTEMBER 2006


	Condensed Consolidated Income Statements



Individual Quarter
  Cumulative Quarter



 3 months ended
9 months ended 

In RM’000
Note
30.09.2006
30.09.2005
30.09.2006
30.09.2005 




  (unaudited)

(unaudited)

Revenue
179,934 
   107,166
370,796
176,022

Expenses

(170,186)
(75,808)
(342,417)
(159,802)

Other operating income
14
4,668
3,913
21,844
19,946






Profit from operations

14,416
35,271
50,223
36,166

Finance cost

(14,740)
(14,522)
(41,479)
(42,770)

Share of results of jointly






   controlled entity and associates

1,167
5,720
13,185
10,437





Profit before taxation

843
26,469
21,929
3,833

Taxation
15
(1,347)
(383)
(1,226)
(728)


Net (loss)/profit for the period 

(504)
26,086
 20,703
3,105





Attributable to:

Equity holders of the Company

3,030
17,123
14,491
(939)

Minority interests

(3,534)
8,963
6,212
4,044




(504)
26,086
20,703
3,105





Earnings/(loss) per share for profit attributable 

  to the equity holders of the Company

  during the period (sen)

· Basic
0.39
2.23
1.89
(0.12)


· 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
30.09.2006                                       31.12.2005     


(unaudited)
  (restated)

ASSETS   

Non-current assets

   Operational property, plant and equipmentt

22,896

22,869

   Investment properties

171,111

174,004

   Land held for property development

897,572

869,576

   Associates

289,768

272,626

   Jointly controlled entity

8,890

9,753

   Other investments

8,172

8,172

   Goodwill on consolidation
     10,000


10,000

   Deferred tax assets

3,877

3,877








1,412,286

1,370,877


Current assets

    Inventories

26,711

24,236

    Properties development costs

128,093

173,202

    Trade and other receivables

211,005

181,043

    Tax recoverable

7,107

7,364

    Marketable securities

14,993

26,482

    Bank balances and deposits

170,856

251,707








558,765

664,034






TOTAL ASETS
1,971,051

2,034,911













EQUITY AND LIABILITIES

Equity attributable to equity

  holders of the Company

   Share capital



768,186
768,186

   Reserves



(271,844)
(288,190)



496,342
479,996


Minority interests
93,593
87,381





Total equity





589,935
567,377













Non-current liabilities


   Bonds
515,444
714,684

   Long Term borrowings
198,395
293,703

   Other long term liabilities
10,270
10,344

   Deferred tax liabilities
1,787
3,043



725,896
1,021,774

Current liabilities

   Trade and payables

177,187

164,238

   Other payables

97,086

96,590

   Taxation

1,146

805

   Short term borrowings

179,801

104,127

   Bonds

200,000

80,000




655,220

445,760








Total liabilities
1,381,116
1,467,534


TOTAL EQUITY AND LIABILITIES
1,971,051
2,034,911




Net assets per share attributable to ordinary

  equity holders of the Company (sen)    


            64.6                                                  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




9 months ended

In RM’000

30.09.2006 
30.09.2005



             (unaudited)

Operating activities


Cash receipts from customers
                                               458,185

 
 192,914

Cash paid to suppliers and employees
                                             (406,491)


(192,157)








Cash from operations

 51,694


757

Interest and other bank charges paid

(56,026)


(56,598)

Taxes (paid)/refunded

   (714)


5,842


Net cash used in operating activities
                                                (5,046)

(49,999)





Investing activities


Equity investments
                                                   (769)

691

Non-equity investments
                                                 24,270

57,331


Net cash from investing activities
                                                 23,501

58,022


Financing activities

Borrowings (net)
                                               (98,703)

56,441

Withdrawal/(placement) of restricted cash
                                                 82,076 

(54,735)


Net cash (used)/generated in financing activities
                                               (16,627)

1,706



Net increased in cash and cash equivalent
                                                   1,828      
9,729

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

73,378


Cash and cash equivalent at end of period
                                                 79,747 

83,107




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

Bank balances and deposits
                                                170,856

216,006

Bank overdraft
                                                     (219)

(855)



        


                                                170,637

215,151

Less: Bank balances and deposits held as security value
                                               (90,890)

(132,044)







                                                 79,747

83,107


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

                                     
____________________________Company

Share
Reserve on
Other
Accumulated
   Minority 
Total

In RM’000
__Capital
 consolidation
reserve
______losses
Total
_interest
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

Deferred tax liability on

   revaluation surplus
-


1,151
1,151
-
1,151

Employee share option scheme

- value of service provided
-
                       -
704
-
704
-
704

Net profit for the financial period
-

-
14,491
14,491
6,212
20,703


At 30 September 2006
768,186
-
704
(272,548)
496,342
93,593
589,935

(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 31 December 2005


Net profit for the financial year
-
-
-
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 30 September 2006.

2.      Changes in Accounting Policies

The principal effects of the necessary changes 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. The proceeds received net of any directly attributable transaction costs are credited to share capital (nominal value) and share premium when the options are exercised.

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 arising from the acquisition of UDA Holdings Bhd shares was derecognised with a corresponding positive 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 these 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 30 September 2005
	
	
	

	  Other operating income
	20,376
	(430)
	19,946

	  Share of result of jointly
	
	
	

	      controlled entity
	1,865
	1,526
	3,391

	  Minority Interests
	(2,948)
	(1,096)
	(4,044)



	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



9 months ended
 9 months ended

30.09.2006

          30.09.2005

          Profit/(Loss)
            Profit/(Loss)

                  from
                     from

In RM’000
  Revenue
 operations
Revenue    operations

Malaysia

  Engineering and construction
200,224
(14,828)
87,492 
(1,435)

  Property development
172,756
67,103
146,734
50,565

  Infrastructure
38,623
3,668
3,716
(875)

  Building services
12,149
2,138
7,861
2,014

  Investment holding and others
227
(3,441)
-
(9,234)









Segment totals
423,979
54,640
245,803
41,035

Inter-segment elimination
(53,183)
(4,417)
(69,781)
(4,869)










370,796
50,223
176,022
36,166









	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 are no material subsequent events to be disclosed.

12.
Changes in the composition of the Group

MRCB Engineering Sdn. Bhd., a wholly owned subsidiary of the Company, had on 21 June 2006 set up a joint venture company known as Al Fattan MRCB Construction Company (LCC) (‘Al Fattan MRCB’) in Dubai, United Arab Emirates. Al Fattan MRCB has been awarded contracts by Al Fattan Properties (LCC) to construct hotel and residences building and office building for a total estimated contract value of Emirati Dirham 390.0 million on cost plus basis.
Other than the abovementioned, there were no other 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 RM59.6 million as at 30 September 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

Included in other operating income for the current cumulative quarter is a gain of RM7.3 million arising from disposal of marketable securities as mentioned in note 17(a)

15.
Taxation



Individual Quarter
Cumulative Quarter 


In RM’000
3 months ended
9 months ended



30.09.2006   30.09.2005
30.09.2006 
30.09.2005

In Malaysia


Taxation


   - current year
(1,562)
(468)
(1,441)
96


   - over/(under) provision in






         prior years
111
85
111
(824)


   - deferred taxation
104
-
104
-










(1,347)
(383)
(1,226)
(728)










The negative tax charge for the current interim period is principally due to realization of tax credits on dividend income due to non-taxable status of a subsidiary and the utilization of previously unrecognized tax losses.

	Notes to the Interim Report


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. 

17.
Purchases and disposals of quoted securities

a) Total purchases and disposal of quoted securities are as follows: -

	
	3 months ended
	9 months ended

	
	30.09.2006
	30.09.2005
	30.09.2006
	30.09.2005

	
	RM’000
	RM’000
	RM’000
	RM’000



	Purchase
	-
	-
	-
	-

	Disposal
	-
	-
	18,200
	54,000

	Gain on disposal
	-
	-
	7,306
	1,059


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

	
	
	As at

30.09.2006
	As at 

31.12.2005

	
	
	RM’000
	RM’000

	
	
	
	

	     At cost
	
	147,063
	158,551

	     At carrying value
	
	287,696
	291,264

	     At market value
	
	277,901
	214,414




18.
Corporate Proposals

There was no corporate proposal announced but not completed during the current financial period under review.

	Notes to the Interim Report


19.
Group borrowings

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

	
	
	As at

30.09.2006
	As at

31.12.2005

	
	
	RM’000


	RM’000

	Short term - secured
	
	360,661
	 176,955

	Short term - unsecured
	
	19,140
	7,172

	Long term - secured
	
	713,839
	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.

21.
Changes in material litigation


The Group is engaged in various litigations arising from its businesses, the claims thereon amounting to approximately RM59.4 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 RM0.8 million for the 3rd quarter ended 30 September 2006 as compared to a profit of RM26.5 million recorded in the preceding corresponding 3rd quarter ended 30 September 2005. The higher profit achieved in the preceding quarter was mainly due to profit recognized on completion of sale of a piece of land at the KL Sentral development. In addition, provisions for material cost increases of its engineering and construction contracts pending readjustment of contract rates with the clients and the lower contribution from its share of results of jointly controlled entity and associates also contributed to the lower profit before taxation for the current quarter. 

23.
Review of performance

The Group recorded revenue of RM370.8 million for the cumulative quarter ended 30 September 2006 as compared to RM176.0 million recorded in the preceding cumulative quarter ended 30 September 2005. The significant increase 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 KL Sentral. The infrastructure and building services sectors also continue to contribute higher revenue as the Group has expanded into this sector of business activities. 

	Notes to the Interim Report


24
Prospects
We expect property development especially with the promising outlook for sales at KL Sentral and the infrastructure, engineering and construction businesses to continue to be the main drivers of the Group’s performance for the remaining period 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.

26.
Earning per share


Basic


The basic earning per share were computed as follows:


                                                                     Individual Quarter         Cumulative Quarter


                                                                       3 months ended                 9 months ended


                                                                    30.09.2006   30.09.2005   30.09.2006   30.09.2005


Net profit/(loss) for the period 
  
 


  attributable to the equity holders


  of the Company (RM’000)

 3,030 
17,123         14,491             (939)


Weighted average number of ordinary 


   shares in issue (‘000)

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


Basic earnings/(loss) per share (sen)
                   0.39           2.23             1.89            (0.12)

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

28 November 2006
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