MALAYSIAN RESOURCES CORPORATION BERHAD

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


INTERIM REPORT FOR THE FINANCIAL PERIOD ENDED 30 SEPTEMBER 2008


	Condensed Consolidated Income Statements



Individual Quarter
  Cumulative Quarter



 3 months ended
 9 months ended 

In RM’000
Note
30.09.2008
30.09.2007
30.09.2008
30.09.2007 




  (unaudited)

(unaudited)

Revenue
179,380
   228,831
 584,998
602,221

Expenses

(207,941)
(213,358)
(592,719)
(519,345)

Other operating income
13
11,647
7,999
63,158
19,605






Profit from operations

(16,914)
23,472
55,437
102,481

Finance cost

(6,815)
(12,602)
(66,169)
(53,135)

Share of results of jointly






   controlled entity and associates

(2,260)
4,590
(5,924)
7,623





Profit/(loss) before tax

(25,989)
15,460
(16,656)
56,969

Tax expenses
14
(433)
(331)
(5,014)
(7,053)


Profit/(loss) for the financial period

(26,422)
15,129
 (21,670)
49,916





Attributable to:

Equity holders of the Company

(26,807)
14,110
   (17,340)
46,232

Minority interests

385
1,019
(4,330)
3,684




(26,422)
15,129
(21,670)
49,916





Earnings/(loss) per share attributable to  

  the ordinary equity holders of the 

  Company (sen)

· Basic                                   25
(2.95)
  1.56
(1.91)
5.48


· Diluted                                 25
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 2007

	Condensed Consolidated Balance Sheets



As at
As at



In RM’000
30.09.2008                                       31.12.2007     


(unaudited)
  (audited)

ASSETS                                            

Non-current assets

   Property, plant and equipment

75,132

79,821

   Investment properties

120,713

106,689

   Prepaid land lease payments

18,093

18,327

   Land held for property development

550,706

505,802

   Associates

162,940

99,520

   Jointly controlled entities

5,450

11,188

   Other investments

379

379 

   Goodwill on consolidation 

-

-

   Deferred tax assets

14,432

1,386








  947,845

   823,112


Current assets

    Inventories

23,860

32,290

    Properties development costs

204,737

297,755

    Trade and other receivables

578,052

523,145

    Tax recoverable

3,556

4,434

    Marketable securities

2,305

2,371

    Bank balances and deposits

1,088,167

423,157








1,900,677

1,283,152

   




TOTAL ASETS
2,848,522

2,106,264













EQUITY AND LIABILITIES

Equity attributable to equity holders of the Company  

   Share capital



907,537
907,537

   Reserves



(227,064)
(202,006)



680,473
705,531


Minority interests
17,961
68,858





Total equity





698,434
774,389













Non-current liabilities

   Loan stock at cost
9,590
9,590

   Sukuk
845,000
612,345

   Long term borrowings
232,197
-

   Other long term liabilities
118,776
114,333

   Deferred tax liabilities
19,282
19,282



1,224,845
755,550


Current liabilities 

   Trade and payables
   303,508

   226,192

   Other payables

169,233

231,504

   Current tax liabilities

1,518

299

   Short term borrowings

450,984

18,330

   Sukuk

-

100,000



   925,243

  576,325








Total liabilities
2,150,088
1,331,875


TOTAL EQUITY AND LIABILITIES
2,848,522
2,106,264




Net assets per share attributable to ordinary

  equity holders of the Company (sen)    


           75.0                                                 77.7










The condensed consolidated balance sheets should be read in conjunction with the Annual Financial Statements for the year ended 31 December 2007.

	Condensed Consolidated Cash Flow Statements




9  months ended

In RM’000

30.09.2008 
30.09.2007



             (unaudited)

Operating activities


Cash receipts from customers
                                               913,900

 
793,001

Cash paid to suppliers and employees
                                             (564,844)


(581,169)








Cash from operations

    349,056


221,832

Interest and other bank charges paid

    (47,447)


    (94,918)

Taxes (paid)/refunded

(15,803)

        3,616


Net cash generated from operating activities
                                                285,806

120,530





Investing activities


Equity investments
                                              (316,744)

462,444

Non-equity investments
                                                (74,786)

(33,836)


Net cash (used in)/generated from investing activities
                                               (391,530)

428,608


Financing activities

Borrowings (net)
                                                779,081

(329,072)

Pledged of restricted cash
                                               (830,184) 

65,382


Net cash used in financing activities
                                               (51,103)

(263,690)



Net increase in cash and cash equivalent
                                               (156,827)       
285,448

Cash and cash equivalents at beginning of the financial year
                                                272,512

61,988


Cash and cash equivalent at end of financial period
                                                115,685 

347,436




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

Bank balances and deposits
                                             1,088,167

406,286

Bank overdraft
                                                     (992)

(5,762)



        


                                             1,087,175

400,524

Less: Bank balances and deposits held as security value
                                              (971,490)

(53,088)







                                                115,685

347,436


The condensed consolidated cash flow statement should be read in conjunction with the Annual Financial Statements for the year ended 31 December 2007. 

	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 2008
907,537
79,894
5,988
(287,888)
705,531
68,858
774,389

Currency translation differences
-
-
341
-
341 
-
341

Disposal of a foreign subsidiary
-
-
(557)
557
- 
-
-

Dividends – financial year 

  ended 31 December 2007
-
-
-
(8,059)
(8,059) 
-
(8,059)

Dividends – financial year 

  ended 31 December 2008
-
-
-
-
-
(363)
(363)

Issue of ordinary share capital
-
-
-
-
- 
2,074
2,074

Acquisition of additional interest

  in a subsidiary
-
-
-
-
- 
(48,279)
(48,279)

Issue of Non-Cumulative, 

 Non-Convertible Redeemable 

 Preference Shares
-
-
-
-
- 
1
1

Net loss for the financial period
-
-
-
(17,340)
(17,340)
(4,330)
(21,670)


At 30 September 2008
907,537
79,894
5,772
(312,730)
680,473
17,961
698,434

(unaudited)

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

Issue of ordinary share capital

 - exercise of options under ESOS
75,815
9,996
-
-
85,811
-
85,811

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

Employees’ share option scheme

 - options granted
-
-
6,490
-
6,490
-
6,490

 - options expired
-
1,279
(1,366)
87
-
-
-

Currency translation arising

 in the financial year
-
-
149
-
149 
-
149

Dividends – financial year 

  ended 31 December 2007
-
-
-
74
74 
(402)
(328)

Issue of ordinary share capital
-
-
-
-
- 
49
49

Net profit for the financial year
-
-
-
40,745
40,745
3,132 
43,877


At 31 December 2007
907,537
79,894
5,988
(287,888)
705,531
68,858
774,389

(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 2007.

	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 2007.


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 2007, 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 2008.

 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 cyclically 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

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 year that would have a material effect in the current interim period. 

6.
Debt and equity securities

There were no other issuances, cancellations, repurchases, resale and repayments of debt and equity securities for the current interim period except for the followings;

(a) On 4 April 2008, Kuala Lumpur Sentral Sdn Bhd, a subsidiary of the Company, has fully settled the entire serial Sukuk Musyarakah of RM720 million issued on 6 April 2007 with series of redemption ranging from 1 to 7 years;

(b) On 23 June 2008, MRCB Southern Link Berhad, a wholly owned sub-subsidiary of the Company, has issued a serial Sukuk Istisna’ comprising Senior Sukuk and Junior Sukuk of RM845 million and RM199 million respectively. The Senior Sukuk was placed out to investors and the Junior Sukuk was fully subscribed by the Company.

	Notes to the Interim Report


7.
Dividends 


During the 37th Annual General Meeting held on 27 May 2008, the members had approved the payment of a first and final dividend in respect of the financial year ended 31 December 2007 of 1.2% or 1.2 sen per ordinary share less 26% tax, amounting to RM8,058,929. The dividends were fully paid on 15 July 2008.

8.
Segmental reporting



   9 months ended
     9 months ended

       30.09.2008

         30.09.2007

          Profit/(Loss)
            Profit/(Loss)

                  from
                     from

In RM’000
  Revenue
 operations
Revenue    operations

Malaysia

  Engineering and construction
371,319
(16,898)
283,307 
3,730

  Property development
167,926
59,431
319,507
136,875

  Infrastructure
49,236
6,465
20,781
(75)

  Building services
26,725
1,501
17,682
2,727

  Investment holding and others
480
12,714
12
(38,525)









Segment totals
615,686
63,213
641,289
104,732

Inter-segment elimination
(30,688)
(7,776)
(39,068)
(2,251)










584,998
55,437
602,221
102,481









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 year

There are no material subsequent events to be disclosed.

	Notes to the Interim Report


11.
Changes in the composition of the Group

(a)
The Company had on 14 December 2007 entered into a Joint Venture and Shareholders Agreement with Pelaburan Hartanah Bumiputera Berhad to set up a 49:51 shareholding joint venture company named Penang Sentral Sdn. Bhd. (PSSB). The principal activity of PSSB is property development. The purpose of the joint venture company is to carry out the development of an Integrated Transportation Hub for Penang Island comprising of an integrated bus, taxi and railway terminal, provision for monorail services system, retail, residential and commercial components and services facilities and its related works (referred as the Penang Sentral Project).


PSSB had on the same day entered into a Turnkey Development Contract with MRCB Selborn Corporation Sdn. Bhd., a 60% subsidiary of the Company, for the provision of project development management services consisting design, construction, completion and maintenance of the Penang Sentral Project.



The joint venture was completed on 25 February 2008.


(b)
The Company had on 19 December 2007 entered into a Share Sale and Joint Venture Agreement with Gapurna Sdn. Bhd. (Gapurna) and GSB Sentral Sdn. Bhd. (GSBS), a wholly owned subsidiary of Gapurna, for the acquisition of 40% equity interest comprising 15,214,000 ordinary shares of RM1.00 each in GSBS from Gapurna for a cash consideration of RM40,376,560. The principal activities of GSBS consist of call centers and outsourcing, construction, property management and advertising.


GSBS is the beneficial owner of a piece of and measuring approximately 8,478 square meters known as Lot 348 held under Geran No.Hakmilik 40094, Bandar Kuala Lumpur. Lot 348 will be developed into an integrated development consisting of office towers and service apartments. 


The acquisition was completed on 20 May 2008.
(c)
The Company had on 22 January 2008 entered into a Joint Venture Agreement with Pelaburan Hartanah Bumiputera Berhad (PHBB) to set up a 51:49 shareholding joint venture company named Jewel Surprises Sdn. Bhd. (JSSB). The principal activity of JSSB is property investment and development. 

JSSB had on the same day entered into a Lease Agreement with Promising Quality Sdn. Bhd. (PQSB), a wholly-owned subsidiary of PHBB, to lease a retail shopping complex with its associated car park bays to be developed by PQSB on Lot G, Kuala Lumpur Sentral for a term of 99 years.

Concurrently, PQSB had also entered into a Turnkey Development Contract with MRCB Selborn Corporation Sdn Bhd, a 60% subsidiary of the Company, for the latter to provide the design and construction services to complete the development of a retail shopping complex and one office block on Lot G.

The joint venture was completed on 22 April 2008.
	Notes to the Interim Report


11.
Changes in the composition of the Group (continued)
(d)
The Company had on 30 January 2008 entered into a Joint Venture and Shareholders Agreement with Quill Sentral Sdn. Bhd. and Kuwait Finance House (Malaysia) Berhad to set up a 44.5:37.5:18.0 shareholding joint venture company, named Cosy Bonanza Sdn. Bhd. (CBSB). The principal activity of CBSB is property development.

CBSB had on the same day entered into a Sale and Purchase Agreement with Kuala Lumpur Sentral Sdn. Bhd., a subsidiary of the Company, to acquire a piece of land (Lot B) measuring approximately 7,503 square meters within the Kuala Lumpur Sentral development site for a cash consideration of RM133.0 million for the purpose of developing into office towers. 


The joint venture and land acquisition were completed on 25 March 2008.

(e)
The Company had on 13 February 2008 entered into a Joint Venture and Shareholders Agreement with Jitra Perkasa Sdn. Bhd. for the disposal of 1,000,000 ordinary shares of RM1.00 each in One IFC Sdn Bhd (One IFC) for a cash consideration of RM2,622,117. Pursuant to the disposal, the Company’s equity interest in One IFC will be reduced from 40% to 30%.


The disposal was completed on 22 February 2008.
(f)
MRCB Engineering Sdn Bhd. (MESB), a wholly owned subsidiary of the Company, had on 29 April 2008 entered into a share transfer agreement with Mr Musabah Rashid Al Fattan and Mr Rayed Musabbeh Rashid Al Fattan (Mr Rayed). The agreement is to allow MESB to transfer its entire 49% equity interest represented by 147 shares in Al Fattan MRCB Construction Company (L.L.C) to Mr Rayed for a cash consideration of AED147,000.  

The share transfer was completed on the same day and the gain to the Group was RM13.8 million as stated in Note 13 below.

(g)
The Company had on 12 May 2008 entered into a Shares Sale and Purchase Agreement with Ybhg Dato’ Zainuddin Hj Mohd Radzi and Ybhg Dato’ Amiruddin Hj Mohd Radzi for the acquisition of the remaining 40% equity interest represented by 8,000,000 ordinary shares of RM1.00 each in MRCB Selborn Corporation Sdn. Bhd. (MSCSB) for a cash consideration of RM1.0 million (Proposed Acquisition). Upon completion of the Proposed Acquisition, MSCSB will become a wholly owned subsidiary of the Company.


The Proposed Acquisition was completed on 12 June 2008.
	Notes to the Interim Report


11.
Changes in the composition of the Group (continued)
(h)
The Company had on 16 May 2008 entered into a Share Sale Agreement with Permodalan Nasional Berhad for the acquisition of the remaining 45% equity interest represented by 1,350,000 ordinary shares of RM1.00 each in Transmission Technologies Sdn. Bhd. (TTSB) for a cash consideration of RM52,722,840. Upon completion of the acquisition, TTSB becomes a wholly owned subsidiary of the Company.

The acquisition was completed on the same date.
Other than the abovementioned, there were no other changes in the composition of the Group as at to-date.

12.
Contingent liabilities or contingent assets


The Group’s contingent liabilities, which comprised trade and performance guarantees, amounted to RM216.8 million as at 30 September 2008 (as compared to RM33.1 million as at 31 December 2007). There are no material contingent assets to be disclosed.

13.
Other operating income

Included in other operating income for the current cumulative quarter are the following material exceptional gains:-

	
	
	9 months ended

	
	
	30.09.2008

	
	
	RM'000

	Gains on:

	1
	Redemption of entire wholly owned Non-Cumulative 
	

	
	  Redeemable Preference Shares in an associate
	9,733

	2
	Redemption of entire wholly owned Non-Cumulative, Non- 
	

	
	  Convertible Redeemable Preference Shares in a subsidiary
	6,240

	3
	Disposal of 10% ordinary shares in an associate (Note 11(e))
	1,622

	4
	Gain on disposal of a foreign subsidiary (Note 11(f))
	13,755

	
	
	31,350


	Notes to the Interim Report


14.
Taxation 







Individual Quarter
Cumulative Quarter 


In RM’000
3 months ended
9 months ended



30.09.2008   30.09.2007
30.09.2008  
30.09.2007

In Malaysia


Taxation


 - current year
(14,905)
(311)
(19,626) 
(1,473)


 - over provision in






      prior years
768
(20)
 909
(2,847)

   
Deferred tax
13,704
-
13,703
(2,733)









(433)
(331)
(5,014)
(7,053)




The effective tax rate for the current financial period is higher than the statutory rate of taxation principally due to the unavailability of the group relief to be surrendered to set off against the taxable profits of certain subsidiaries and certain non tax deductible expenses.

The recognition of deferred tax for the current financial period was in respect of the unrealized profits arising on the inter-company land sale transactions occurred in the Group.

15.
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 financial period under review.

16.
Purchases and disposals of quoted securities

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

	
	3 months ended
	9 months ended

	
	30.09.2008
	30.09.2007
	30.09.2008
	30.09.2007

	
	RM’000
	RM’000
	RM’000
	RM’000



	Purchase
	-
	-
	-
	-

	Disposal
	-
	263,999
	-
	263,999

	Loss on disposal
	-
	(24,850)
	-
	(24,850)


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

	
	As at
	As at

	
	30.09.2008
	31.12.2007

	
	RM'000
	RM'000

	
	
	

	At cost
	2,361
	2,441

	At carrying value
	2,361
	2,441

	At market value
	2,445
	4,894


	Notes to the Interim Report


17
Corporate Proposals


As at to-date, there was no corporate proposal announced but not completed.
18.
Group borrowings

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

	
	
	As at
	
	As at

	
	
	30.09.2008
	
	31.12.2007

	
	
	RM'000
	
	RM'000

	Secured
	
	
	
	

	Short term 
	430,984
	
	    118,330 

	Long term
	
	1,077,197
	
	    612,345 

	
	
	
	
	

	Unsecured
	
	
	

	Short term
	20,000
	
	              - 


The Group borrowings are all denominated in Ringgit Malaysia.

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 business transactions, the claims thereon amounting to approximately RM99.1 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 corresponding quarter’s results


The Group recorded a loss before taxation of RM26.0 million for the 3rd quarter ended 30 September 2008 compared to a profit of RM15.5 million recorded in the preceding corresponding 3rd quarter ended 30 September 2007. The loss for the current quarter was mainly due to the provision for doubtful debts and write-off of goodwill arising from acquisition of a subsidiary. In addition, the impact of the construction cost escalation and the hike in electricity tariff which were fully accounted by the Group in its current quarter had also contributed to the loss.     

22.
Review of performance

The Group recorded revenue of RM585.0 million for the cumulative 3rd quarter ended 30 September 2008 as compared to RM602.2 million recorded in the preceding cumulative 3rd  quarter ended 30 September 2007. Higher revenue were recorded in most business segments except for property development which enjoyed a relatively higher revenue recognition in the preceding period due to the en-bloc sale of a fully constructed office tower in KL Sentral. 

	Notes to the Interim Report


23
Prospects
Given the current uncertainties in market conditions, the Group expects revenue growth and margins to continue to be under pressure for the rest of the financial year. Accordingly, the Board is of the view that the Group will not meet its previously announced KPIs for growth in revenue and profits before tax for FY2008. 

The Group will continue to pursue operational excellence and proactive margin improvement via value engineering and cost reduction. The Group will also continue to invest in its core capabilities and human resources with a view towards ensuring long term financial growth and performance. 

24.
Variance on forecast profit/profit guarantee

Not applicable.

25.
Earning/(loss) per share (EPS)


Basic EPS


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


                                                                     Individual Quarter         Cumulative Quarter


                                                                       3 months ended                 9 months ended


                                                                    30.09.2008   30.09.2007   30.09.2008   30.09.2007


Net profit/(loss) for the financial period 
  
 


  attributable to the equity holders


  of the Company (RM’000)

 (26,807) 
14,110         (17,340)          46,232


Weighted average number of ordinary 


   shares in issue (‘000)

907,537
902,224        907,537        843,599


Basic EPS (sen)
                 (2.95)            1.56             (1.91)              5.48

	Notes to the Interim Report


25.
Earning/(loss) per share (EPS) (continued)
The diluted earnings per share is not presented in the current financial period as the effect of the assumed conversion of the outstanding employees’ share options is anti-dilutive. 

By Order of the Board

Mohd Noor Rahim Yahaya

Company Secretary

Kuala Lumpur

25 November 2008
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