MALAYSIAN RESOURCES CORPORATION BERHAD

(Incorporated in Malaysia - Company No.7994-D)


INTERIM REPORT FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2007


	Condensed Consolidated Income Statements



Individual Quarter
  Cumulative Quarter



 3 months ended
6 months ended 

In RM’000
Note
30.06.2007
30.06.2006
30.06.2007
30.06.2006 




  (unaudited)

(unaudited)

Revenue
96,587
   90,849
373,390
190,862

Expenses

(56,494)
(91,457)
(305,987)
(172,231)

Other operating income
14
5,489
12,609
11,606
17,176






Profit from operations

45,582
12,001
79,009
35,807

Finance cost

(17,845)
(13,457)
(40,533)
(26,739)

Share of results of jointly






   controlled entity and associates

1,145
3,208
3,033
12,018





Profit before tax

28,882
1,752
41,509
21,086

Tax expenses
15
(6,189)
544
(6,722)
121


Profit for the financial period

22,693
2,296
 34,787
21,207





Attributable to:

Equity holders of the Company

19,276
4,947
 32,122
11,461

Minority interests

3,417
(2,651)
2,665
9,746




22,693
2,296
34,787
21,207





Earnings per share attributable to  

  the ordinary equity holders of the 

  Company (sen)

· Basic                                   26
2.27
0.64
3.95
1.49


· Diluted                                 26
2.26
    n.a.
3.92
n.a.


The condensed consolidated income statements should be read in conjunction with the Annual Financial Statements for the year ended 31 December 2006

	Condensed Consolidated Balance Sheets



As at
As at



In RM’000
30.06.2007                                       31.12.2006     


(unaudited)
  (restated)

ASSETS                                            

Non-current assets

   Property, plant and equipment

30,429

23,403

   Investment properties

107,983

109,300

   Prepaid land lease payment

18,506

18,663

   Land held for property development

608,035

805,213

   Associates

54,008

48,079

   Jointly controlled entity

6,879

8,512

   Other investments

8,039

8,039  

   Deferred tax assets

2,118

4,852








   835,997

1,026,061


Current assets

    Inventories

37,491

95,433

    Properties development costs

295,306

143,179

    Trade and other receivables

344,090

269,783

    Tax recoverable

4,541

9,636

    Marketable securities

2,502

3,278

    Bank balances and deposits

415,800

181,297








1,099,730

702,606

   Assets classified as held for sale
          268


264,267










1,099,998
   966,873






TOTAL ASETS
1,935,995

1,992,934













EQUITY AND LIABILITIES

Equity attributable to equity holders of the Company  

   Share capital



890,901
768,186

   Reserves



(226,031)
(328,079)



664,870
440,107


Minority interests
68,744
66,079





Total equity





733,614
506,186













Non-current liabilities

   Loan stock at cost
9,590
9,590

   Sukuk/Bonds
620,000
515,697

   Long Term borrowings
7,100
195,333

   Other long term liabilities
114,092
109,544

   Deferred tax liabilities
1,900
1,900



752,682
832,064

Current liabilities

   Trade and payables
   182,926

   186,699

   Other payables

145,440

105,016

   Current tax liabilities

382

667

   Short term borrowings

20,951

162,302

   Sukuk/Bonds

100,000

200,000



   449,699

  654,684








Total liabilities
1,202,381
1,486,748


TOTAL EQUITY AND LIABILITIES
1,935,995
1,992,934




Net assets per share attributable to ordinary

  equity holders of the Company (sen)    


           74.6                                                 57.3










The condensed consolidated balance sheets should be read in conjunction with the Annual Financial Statements for the year ended 31 December 2006.

	Condensed Consolidated Cash Flow Statements




6  months ended

In RM’000

30.06.2007 
30.06.2006



             (unaudited)

Operating activities


Cash receipts from customers
                                               588,356

 
291,060

Cash paid to suppliers and employees
                                             (365,831)


(222,261)








Cash from operations

   222,525


68,799

Interest and other bank charges paid

(93,607)


    (49,547)

Taxes refunded/(paid)

   3,914

    (2,413)


Net cash generated from operating activities
                                                132,832

16,839





Investing activities


Equity investments
                                               437,143

2,534

Non-equity investments
                                                 (9,846)

19,376


Net cash from investing activities
                                                427,297

21,910


Financing activities

Borrowings (net)
                                               (325,654)

(102,239)

(Placement)/withdrawal of restricted cash
                                                (73,487) 

69,192


Net cash used in financing activities
                                               (399,141)

(33,047)



Net increase in cash and cash equivalent
                                               160,988      
5,702

Cash and cash equivalents at beginning of the financial year
                                                 61,988

77,919


Cash and cash equivalent at end of financial period
                                               222,976 

83,621




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

Bank balances and deposits
                                                415,800

188,066

Bank overdraft
                                                     (866)

(671)



        


                                                414,934

187,395

Less: Bank balances and deposits held as security value
                                               (191,958)

(103,774)







                                                222,976

83,621


The condensed consolidated cash flow statement should be read in conjunction with the Annual Financial Statements for the year ended 31 December 2006. 

	Condensed Consolidated Statement of Changes in Equity



Attributable to equity holders of the

                                     
____________________________Company

Share
share
Other
Accumulated
   Minority 
Total

In RM’000
Capital
 premium
reserves
______losses
Total
 interests
equity

At 1 January 2007
768,186
-
715
(328,794)
440,107
66,079
506,186

Issue of share capital

 - exercise of options under ESOS
59,179
681
662
-
60,522
-
60,522

 - private placement
63,536
68,619
-
-
132,155
-
132,155

Currency translation differences
-
-
(36)
-
(36) 
-
(36)

Net profit for the financial period
-
-
-
32,122
32,122
2,665 
34,787


At 30 June 2007
890,901
69,300
1,341
(296,672)
664,870
68,744
733,614

(unaudited)

At 1 January 2006
768,186
-
-
(362,578)
405,608
66,690
472,298

Employees’ share option scheme

- options granted
-
                       -
              704
         -
 704
 -
704

Currency translation differences
-
-
11
-
11
-
11

Net profit for the financial year
-
-
-
33,784
33,784
(611)
33,173


At 31 December 2006
768,186
-
715
(328,794)
440,107
66,079
506,186

(audited)


The condensed consolidated statement of changes in equity should be read in conjunction with the Annual Financial Statements for the year ended 31 December 2006.

	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 2006.


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 2006, 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 June 2007.

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 117 – Leases

Prior to 1 January 2007, the Group had stated leasehold land at cost less accumulated depreciation and impairment losses as Property, Plant and Equipment. 

With effect from 1 January 2007, the Group had restated all leasehold lands as Prepaid Land Lease Payments under FRS 117. As a result, the comparative amounts in the consolidated balance sheet have been restated as follows:

	
	As previously

reported   
	Effects of changes in 

accounting policies
	As 

restated

	
	           RM’000
	                        RM’000
	            RM’000

	As 31 December 2006
	
	
	

	  Property, Plant and Equipment
	42,066
	(18,663)
	23,403

	  Prepaid land lease payments
	-
	18,663
	18,663

	
	
	
	

	
	
	
	


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 cyclically of operations


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

	Notes to the Interim Report


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

During the current interim period, the issued and paid-up share capital of the Company increased from RM768,185,868 to RM890,900,524 by way of the issuance of 59,178,556 and 63,536,100 ordinary shares of RM1.00 each pursuant to the exercise of options over ordinary shares of RM1.00 each granted under the Employees’ Share Option Scheme and private placement to local investors respectively .

Other than the above, 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



   6 months ended
    6 months ended

       30.06.2007

         30.06.2006

          Profit/(Loss)
            Profit/(Loss)

                  from
                     from

In RM’000
  Revenue
 operations
Revenue    operations

Malaysia

  Engineering and construction
151,163
6,228
84,285 
(17,020)

  Property development
228,864
106,016
108,388
51,527

  Infrastructure
11,228
(524)
19,998
1,877

  Building services
10,847
2,160
7,786
1,409

  Investment holding and others
-
(33,404)
-
688









Segment totals
402,102
80,476
220,457
38,481

Inter-segment elimination
(28,712)
(1,467)
(29,595)
(2,674)










373,390
79,009
190,862
35,807









	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

(a)
The Company had on 6 December 2006 entered into a Share Sale Agreement with Irshad Consulting Sdn. Bhd. for the disposal of 1,000,000 ordinary shares of RM1.00 each in MRCB Multimedia Consortium Sdn. Bhd. (‘MMCSB’) for a cash consideration of RM200,000 (‘Proposed Disposal’). Prior to the Proposed Disposal, the Company owned 49% equity interest in MMCSB. 

Pursuant to the Proposed Disposal, the Company’s equity interest in MMCSB will be reduced from 49% to 29%.


The Proposed Disposal was completed in February 2007.


(b)
The Company had on 1 December 2006 obtained shareholders’ approval to enable Landas Utama Sdn. Bhd., a wholly owned subsidiary to dispose off its entire 24.93% equity interest in UDA Holdings Berhad (UDA) via a Proposed Selective Capital Repayment (SCR) exercise by UDA for a cash consideration of RM3.00 per share totaling RM264.0 million.

The Proposed SCR was completed on 7 May 2007.

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 RM51.5 million as at 30 June 2007 (as compared to RM72.6 million as at 31 December 2006). 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.

	Notes to the Interim Report


15.
Taxation



Individual Quarter
Cumulative Quarter 


In RM’000
3 months ended
6 months ended



30.06.2007   30.06.2006
30.06.2007 
30.06.2006

In Malaysia


Taxation


 - current year
(629)
544
(1,162)
121


 - under provision in






      prior years
(2,827)
(0)
(2,827)
(0)

   
Deferred tax
(2,733)
-
(2,733)
-










(6,189)
544
(6,722)
121









The effective tax rate for the current interim period is lower than the statutory rate of taxation principally due to the utilization of previously unrealized tax losses. The under provision of tax in prior year was mainly due to the recognition of a prepaid tax of RM3.1 million which was no longer claimable by a subsidiary.


The recognition of deferred tax in the current quarter was in respect of the recognition of an inter-company land sale profit upon disposal of UDA as explained in note 12 (b) above.

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 current 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
	6 months ended

	
	30.06.2007
	30.06.2006
	30.06.2007
	30.06.2006

	
	RM’000
	RM’000
	RM’000
	RM’000



	Purchase
	-
	-
	-
	-

	Disposal
	263,999
	18,200
	263,999
	18,200

	Gain/(loss) on disposal
	(24,850)
	7,306
	(24,850)
	7,306


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

	
	
	  As at

  30.06.2007
	As at 

31.12.2006

	
	
	    RM’000
	RM’000

	
	
	
	

	     At cost
	
	2,572
	129,838

	     At carrying value
	
	2,572
	267,347

	     At market value


	
	5,736
	261,538




	Notes to the Interim Report


18.
Corporate Proposals

There were no corporate proposals announced but not completed during the current interim period under review other than as mentioned below:-

(a)
The Company had on 28 December 2006 entered into a Joint Venture and Shareholders Agreement with CapitaLand (M) Investment Pte. Ltd. and Quill Construction Sdn. Bhd. to set up a 51:39:10 shareholding joint venture company named Prema Bonanza Sdn. Bhd. (PBSB).  The principal activity of PBSB is property development.


PBSB had on the same day entered into a Sale and Purchase Agreement with Kuala Lumpur Sentral Sdn. Bhd. (KLSSB), a subsidiary of the Company, to acquire a piece of land (Lot D) measuring approximately 9,504 square meters for a cash consideration of RM140.0 million for the purpose of developing into middle and high-end residential/service apartments.

Completion of the joint venture and acquisition of Lot D by PBSB from KLSSB are still pending.

(b)
The Company had on 17 May 2007 entered into a Share Sale Agreement with Mr. Kok Mow Wai for the acquisition of the remaining 20% equity interest represented by 360,000 fully paid ordinary shares of RM1.00 each in Region Resources Sdn. Bhd. (‘RRSB’) for a cash consideration of RM153,000 (‘Proposed Acquisition’). Prior to the Proposed Acquisition, the Company owned 80% equity interest in RRSB. 

Pursuant to the Proposed Acquisition, the Company’s equity interest in RRSB will be increased from 80% to 100%.


Completion of the Proposed Acquisition is still pending.
(c)
The Company had on 30 May 2007 entered into a Joint Venture and Shareholders Agreement with CMY Capital Sdn. Bhd. (CMY) to set up a 40:60 shareholding joint venture company named One IFC Sdn. Bhd. (One IFC).  The principal activity of One IFC is investment holding.


One IFC had on the same day entered into a Sale and Purchase Agreement with Kuala Lumpur Sentral Sdn. Bhd. (KLSSB), a subsidiary of the Company, to acquire a piece of land (Lot C) measuring approximately 8,804 square meters for a cash consideration of RM121.0 million for the purpose of developing into a mixed development with gross floor area of 1.4 million square feet.

Completion of the joint venture and acquisition of Lot C by One IFC from KLSSB are still pending.

	Notes to the Interim Report


18.
Corporate Proposals (continued)
(d)
The Company had on 16 August 2007 entered into a Joint Venture and Shareholders Agreement with ASPL M3A Limited to set up a 60:40 shareholding joint venture company named Excellent Bonanza Sdn. Bhd. (EBSB).  The principal activity of EBSB is property development.


EBSB had on the same day entered into a Sale and Purchase Agreement with Kuala Lumpur Sentral Sdn. Bhd. (KLSSB) to acquire Parcels C and D of Lot G measuring approximately 8,838 square metres for a cash consideration of RM99.0 million for the purpose of developing into office towers and a boutique business hotel.



Completion of the joint venture and acquisition of Lot G by EBSB from KLSSB are still pending.
19.
Group borrowings

The tenure of the secured Group borrowings classified as short and long terms are as follows: 

	
	
	As at

30.06.2007
	As at

31.12.2006

	
	
	RM’000


	RM’000

	Short term 
	
	120,951
	 362,302

	Long term 
	
	627,100
	711,030

	
	
	
	

	
	
	
	


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 business transactions, the claims thereon amounting to approximately RM80.5 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.

	Notes to the Interim Report


22.
Comparison with preceding corresponding quarter’s results


The Group recorded a profit before taxation of RM28.9 million for the 2nd quarter ended 30 June 2007 as compared to a profit of RM1.8 million recorded in the preceding corresponding 2nd quarter ended 30 June 2006. The high profit in the current quarter was mainly due to higher profit realization from the KL Sentral developments. Positive contribution from its engineering and construction sector due to realization of lower cost estimates also contributed to the higher profit in the current quarter. 

23.
Review of performance

The Group recorded revenue of RM373.4 million for the cumulative 2nd quarter ended 30 June 2007 as compared to RM190.9 million recorded in the preceding 2nd quarter ended 30 June 2006. The significant increase was due to higher contributions from the property development and engineering and construction sectors that are mainly driven by the on-going development at KL Sentral and the Group’s infrastructure related projects.

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 current financial year. 

Accordingly, barring any unforeseen circumstances, and based on the expectation for the Group to be involved in the roll-out of the Government of Malaysia’s Ninth Malaysia Plan, the Board is optimistic that the Group’s performance for the current financial year 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 (EPS)


Basic EPS


The basic EPS per share is calculated by dividing the net profit for the current financial period by the weighted average shares in issue during the current financial period.


                                                                     Individual Quarter         Cumulative Quarter


                                                                       3 months ended                 6 months ended


                                                                    30.06.2007   30.06.2006   30.06.2007   30.06.2006


Net profit for the financial period 
  
 


  attributable to the equity holders


  of the Company (RM’000)

 19,276 
4,947         32,122             11,461


Weighted average number of ordinary 


   shares in issue (‘000)

847,766
768,186        813,757         
768,186


Basic EPS (sen)
                   2.27             0.64              3.95                 1.49

Diluted EPS

For the purpose of calculating diluted EPS, the weighted average number of ordinary shares in issued during the financial period have been adjusted for the dilutive effects of all potential ordinary shares, i.e. share options (ESOS) granted to employees.


Net profit for the financial period 
  
 


  attributable to the equity holders


  of the Company (RM’000)

 19,276 
4,947         32,122           11,461


Weighted average number of ordinary 


   shares in issue (‘000)

847,766
768,186        813,757        768,186


Adjustment for ESOS (‘000)

6,235
                 -              6,235        
           -





 Weighted average number of ordinary
854,001
768,186        819,992        
768,186


   shares in issue (‘000)

Diluted EPS (sen)
                   2.26              n.a.              3.92               n.a.

	Notes to the Interim Report


26.
Earning per share (EPS) (continued)

The Group did not present its diluted earnings per share in the preceding quarter, as the average fair value of the issued ordinary shares for the preceding quarter was 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

Kuala Lumpur

20 August 2007
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