SELANGOR DREDGING BERHAD (4624-U)

QUARTERLY REPORT ON CONSOLIDATED RESULTS

FOR THE THIRD FINANCIAL QUARTER ENDED 31 MARCH 2007
Part A - Selected Explanatory Notes pursuant to Financial Reporting Standard 134 (“FRS 134”)
A1.
Accounting Policies and Method of Computation

The interim financial report has been prepared in accordance with FRS 134 - Interim Financial Reporting (formerly known as MASB 26) and Chapter 9 Part K of the Listing Requirements of Bursa Malaysia Securities Berhad. The same accounting policies and method of computation are followed in the interim financial statements as compared with the most recent annual financial statements for the year ended 31 March 2006 except for the adoption of the following new/revised FRS effective 1 January 2006.

FRS 2 

Share-based Payment

FRS 3

Business Combinations

FRS 5 

Non-current Assets Held for Sale and Discontinued Operations

FRS 101 
Presentation of Financial Statements

FRS 102
Inventories

FRS 108 
Accounting Policies, Changes in Estimates and Errors

FRS 110 
Events after the Balance Sheet Date

FRS 116 
Property, Plant and Equipment

FRS 121 
The Effects of Changes in Foreign Exchange Rates

FRS 127 
Consolidated and Separate Financial Statements

FRS 128 
Investments in Associates

FRS 131 
Interests in Joint Ventures

FRS 132
Financial Instruments: Disclosure and Presentation

FRS 133
Earnings Per Share

FRS 136 
Impairment of Assets

FRS 138 
Intangible Assets

FRS 140 
Investment Property
The adoption of the above FRS does not have any significant financial impact on the Group except as disclosed below.

FRS 116: Property, Plant and Equipment
The adoption of this new FRS has resulted a change in the accounting estimates in residual value of the Group’s hotel property of which has resulted in a higher depreciation charge. Prior to 1 April 2006, this property was not depreciated as the Group maintained the property such that there was no significant variance between the residual value and carrying value of the property and depreciation was therefore immaterial.
The adoption of this FRS is applied prospectively and the comparatives of the previous financial year ended 31 March 2006 are not restated.
FRS 140 : Investment Property

Investment property was previously stated at revaluation with surplus recognised as revaluation surplus. To comply with FRS 140 Investment property, the Group chooses the fair value method with changes recognised in the income statement.  

The adoption of this FRS is applied prospectively and the change is accounted for by restating opening balances in the balance sheet as at 1 April 2006. This adoption of FRS 140 has the effect of increasing retained profit at 1 April 2006 by RM59.06 million.
A2.
Audit Report of Preceding Annual Financial Statements


The Group’s preceding annual financial statements were reported without any qualification.

A3.
Seasonality or Cyclicality of Operations


The business operations of the Group are generally not affected by seasonal or cyclical factors except for the hotel operations which are generally affected by major festive seasons.

A4.
Unusual items affecting Assets, Liabilities, Equity, Net Income or Cashflows
There are no unusual items affecting assets, liabilities, equity, net income or cashflows during the financial year under review.

A5.
Change in Estimate

There were no material changes in estimates reported in prior interim periods of the current financial year or in prior financial years which have a material effect in the current interim period.

A6.
Debt and Equity Securities


There were no issuance and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares during the current financial quarter and year-to-date ended 31 March 2007.

A7.
Dividend Paid


A first and final dividend of RM4,602,179 for the year ended 31 March 2006 was paid during the 2nd financial quarter.
A8.
Segment Revenue and Segment Result By Business Segments

(a) Primary reporting format – business segment

All the operations of the Group are organised in Malaysia into six main business segments:

(i)
Property investments
-
letting of industrial and commercial properties

(ii)
Property development
-
property development

(iii)
Hotel operations

-
operation of hotel and related services

(iv)
Investment holding
-
holding of shares in quoted and non-quoted companies

(v)
Property Support Service
-
providing support service to purchasers of properties developed by the SDB Group 
(vi)
Others


-
provision of management services and trading

Transactions between segments were entered into in the normal course of business and were established on terms and conditions that are not materially different from that obtainable in transactions with unrelated parties. The effects of such inter-segmental transactions are eliminated on consolidation.

	
	Property

Investments
	Hotel

Operations
	Property

Developments
	Property Support Service
	Investment Holding
	Others
	Elimination
	Consolidated

	RM’000
	
	
	
	
	
	
	
	

	REVENUE
	
	
	
	
	
	
	
	

	External Sales
	17,775
	13,649
	74,914
	1,157
	0
	0
	0
	107,495

	Inter-segment Sales
	819
	0
	0
	0
	0
	0
	(819)
	0

	Total revenue
	18,594
	13,649
	74,914
	1,157
	0
	0
	(819)
	107,495

	
	
	
	
	
	
	
	
	

	RESULTS
	
	
	
	
	
	
	
	

	Segment results
	6,551
	(5,662)
	18,004
	(468)
	(479)
	0
	(819)
	17,126

	Unallocated Corporate expense
	
	
	
	
	
	
	
	(1,980)

	Operating profit
	
	
	
	
	
	
	
	15,146

	Profit from Investing activities
	
	
	
	
	
	
	

	-Dividend income
	
	
	
	
	875
	
	
	875

	-Interest income
	
	
	
	
	1,914
	
	
	1,914

	-Gain on liquidation of subsidiary co.
	
	
	
	
	632
	
	
	632

	- Gain on disposal of associated co.
	
	
	
	
	7,904
	
	
	7,904

	- Gain/(Loss) on other investments
	
	
	
	
	1,275
	
	
	1,275

	Revaluation surplus
	
	
	
	
	4,790
	
	
	4,790

	Finance cost, net
	
	
	
	
	
	
	
	(11,059)

	Share of profits

of associated co.
	
	            528
	
	
	
	
	
	               528

	Income taxes
	
	
	
	
	
	
	
	1,124

	Profit after taxation
	
	
	
	
	
	
	
	23,129


(b) Secondary reporting format – geographical segment

The operations of the Group are entirely carried out in Malaysia except for SDB Australia Pty Ltd and SDB Hotels Pty Ltd which were incorporated in Australia and Acpac Development Pte Ltd which was incorporated in Singapore.

A9.
Valuation of property, plant and equipment

In line with the Group’s adoption of fair value method in relation to its investment properties, the Group’s property, land and Buildings were revalued by Rahim & Co Chartered Surveyors Sdn Bhd, a registered independent professional valuer as at 22 March 2007 on an open market basis for existing use.

The resulting net surplus of RM4.79 million has been recognised directly to the income statement.
A10.
Material Events Subsequent to the End of the Period

There are no material events subsequent to 31 March 2007 up to the date of this announcement that has not been reflected in the financial statements as at 31 March 2007 except for the followings:
1. ACPAC Development Pte Ltd ("ACPAC"), a wholly-owned subsidiary of SDB International Sdn Bhd (formerly known as SDB Ventures Sdn Bhd), which in turn is a wholly-owned subsidiary of SDB, had on 28 December 2006 been notified in writing that its tender for the acquisition of a freehold property known as Mount Emily Tower situated at 65, Wilkie Road, Singapore and erected on Land Lot No. 293M of Town Subdivision 19 together with its common property (the "Property") had been accepted by the registered subsidiary proprietors of the units of Mount Emily Tower holding not less than 80% of the aggregate share values in the Property (collectively, the "Vendor") (hereinafter referred to as, the "Acquisition").
The Property comprises a site area of approximately 1,589.7 square metres and the purchase consideration for the Property is S$20.8 million equivalent to RM49,296,000.00, based on the exchange rate of SGD1.00 : RM2.37 and was agreed upon on a willing buyer and willing seller basis. 

The Acquisition is conditional upon, inter alia:- 

(i) approval for the sale of the Property being obtained from the Strata Titles Board (the "Board") constituted under the Land Titles (Strata) Act for the collective sale of the Property by all the registered subsidiary proprietors of the units comprised in the Property (the "Board's Approval"); and

(ii) ACPAC obtaining a qualifying certificate from the Controller of Residential Property for the acquisition of the Property.

Subject to all the conditions of the sale and purchase being satisfied, including title being in order and free from encumbrances, completion of the Acquisition is scheduled to take place:- 

(i) 3 months after the date of the Board's Approval; or

(ii) 3 months after the Vendor's solicitors' written notice informing ACPAC that all the registered subsidiary proprietors of the units comprised in the Property have agreed to the sale of the Property;

whichever is the earlier (the "Completion Date").

Following the Acquisition, ACPAC had paid a sum of S$1,980,000.00, being 10% of the total purchase consideration less a tender fee of S$100,000.00 (which was earlier paid to the Vendor's solicitors) to the Vendor's solicitors as stakeholders, pending completion of the Acquisition.
None of the directors and/or major shareholders and/or persons connected with them have any interest, direct or indirect, in the transaction.

As at the time of preparing this report, conditions abovementioned had been fulfilled.
2. SDB International Sdn Bhd, a wholly owned subsidiary of SDB had on 8 May 2007, acquired 50% equity interest of Chedstone Investment Holdings Pte. Ltd. ("Chedstone"), comprising of five (5) ordinary shares of S$1.00 each for a total cash consideration of S$5.00 (equivalent to RM11.55, based on the exchange rate of RM2.31 to S$1.00).
The remaining 50% equity interest representing 5 ordinary shares of S$1.00 each in Chedstone are held by Teh Wan Sang & Sons Sdn Berhad ("TWSS") (30%), a substantial shareholder of SDB and Teh Wan Sang & Sons Housing Development Sdn Berhad ("TWSSHD") (20%), a person related to the Directors and/or Substantial Shareholders of SDB respectively.
Save for Ms Teh Lip Kim, Ms Teh Lip Pink, Dr Teh Lip Bin, TWSS and TWSSHD none of the directors and/or major shareholders and/or persons connected with them have any interest, direct or indirect, in the above transaction.

The acquisition of interest in Chedstone will not have any material effect on the earnings or net assets of the SDB Group for the year ending 31 March 2008.

A11.
Effects of Changes in the Composition of the Group


For the financial year todate:

a) SDB Hotels Pty Ltd ("SDBH"), a 49%-owned associated company of SDB's wholly-owned subsidiary SDB International Sdn Bhd (formerly known as SDB Ventures Sdn Bhd) (“SDBI”), had on 26 June 2006 repaid the advances from its creditors by way of shares in Tourism, Hotels & Leisure Limited ("THL") currently owned by SDBH.
Following the repayment, THL became SDBH's 33.29% owned associated company.
b) SDBI, a wholly-owned subsidiary of the Company had on 26 June 2006 acquired 51 ordinary shares of AUD1.00 each in SDBI's 49% owned associated company, SDBH for a total cash consideration of AUD3.00 from its shareholders.
Following the Acquisition, SDBH became SDBI's wholly-owned subsidiary, which in turn is a wholly-owned subsidiary of SDB.

The above transactions had been announced to Bursa Securities on 26 June 2006.
c) MFS Limited ("MFS") had on 9 August 2006 made an announcement to Australian Stock Exchange ("ASX") that it had acquired 17% of the issued capital of Tourism, Hotels & Leisure Limited ("THL") for a price of AUD0.20 per share. THL is a 33.29%-owned associated company of SDB International Sdn Bhd, a wholly-owned subsidiary of SDB.
MFS had on 14 August 2006 made an off-market bid of AUD0.20 cash per share for all the remaining shares in THL. The offer will be subject to a number of conditions including a minimum acceptance level of 90%. The offer price of AUD0.20 per share values THL at approximately of AUD37 million.
SDB Group had accepted the offer to dispose of SDBI's entire 33.29% equity interest in THL for a total consideration of AUD12.22 million equivalent to RM33.60 million (based on the exchange rate of RM2.75 = AUD1.00) at 18 August 2006. The sales of THL will result a gain of approximately AUD2.40 million (RM7.05 million).
Subsequent to our acceptance, MFS had on 21 August 2006 announced to ASX that it has gained control of THL after receiving sufficient acceptances from THL shareholders to give MFS control of approximately 96% THL’s issued capital.

The above transaction had been completed.

d)
SDB International Sdn. Bhd. (formerly known as SDB Ventures Sdn. Bhd.), a wholly-owned subsidiary of SDB had on 19 December 2006, acquired 100 percent equity interest of ACPAC Development Pte. Ltd. ("ACPAC") comprising of one (1) ordinary share of S$1.00 each for a total cash consideration of S$1.00 (equivalent to RM2.37, based on the exchange rate of RM2.37 to S$1.00). The acquisition of ACPAC will not have any material effect on the earnings or net assets of the SDB Group for the year ending 31 March 2007.

None of the directors and/major shareholders of the SDB Group and persons connected with them have any interest, direct and/or indirect, in the above acquisition
A12.
Changes in Contingent Liabilities and Contingent Assets

The Group does not have any contingent liabilities and contingent assets as at the last annual balance sheet date up to the current financial year to date.

Part B - Selected Explanatory Notes pursuant to Appendix 9B of the Bursa Malaysia Securities Berhad Listing Requirements
 B1.
Review of Performance of the Company and its Principal Subsidiaries

For the 12 months ended 31 March 2007, the Group achieved lower revenue of RM107.50 million compared to RM137.76 in the corresponding period last year. The decrease in revenue is mainly due to completion of our AmanSari project in Puchong. However, the Group’s net profit increased by 41.47% to RM23.13 million compared to RM16.35 million recorded in the corresponding period last year. The increase is mainly attributable to reduction in losses in the hotel operations, gain on disposal of Tourism, Hotels & Leisure Limited, a 33.29% owned associated company and recognition of revaluation surplus of the Group’s investment properties.
B2.
Material Changes in Profit Before Tax of the Current Quarter compared to the Preceding Quarter

For the quarter ended 31 March 2007, the Group registered a higher profit before tax of RM7.70 million, an increase of 67.03%, compared to RM4.61 million recorded in its preceding quarter ended 31 December 2006. The increase is mainly attributable to recognition of revaluation surplus of its investment properties.
B3.
Prospects for the Next Financial Year

The Office Space rental market in Kuala Lumpur is expected to continue to strengthen due to expected growth in the demand of office space in the Klang Valley. The Board is confident that the Group’s office buildings will continue to enjoy good occupancy and rental rate.
As for the property industry, the Group expects rising demand for high end properties encouraged by the abolishment of property gain tax and relaxation of FIC legislation. The boom in the property sector in Singapore and the disparity of pricing is another factor which will encourage the demand for residential properties.
Barring any unforeseen circumstances, the Board is optimistic about the Group’s financial performance for the next financial year ending 31 March 2008 which will be underpinned by the expected pick up in billing for our Park Seven project due to better work progress and good take-up rate in our Ameera project. 
B4.
Variance of Actual Profit from Forecast Profit and Shortfall in Profit Guarantee

Not Applicable.

B5.
Taxation

Tax charge comprises the following:-







    Current
       Financial







    Quarter
    Year to Date







 31/03/2007
     31/03/2007  







     RM’000
         RM’000
· current taxation



        (2,774)
             (726)  
· associated companies

                        
   0

      0
· deferred taxation



              27
  
    79  

· under/(over) provision in prior years

- Current




           (394)

  (389)
- Deferred


 
                          (88)_ ____   _       (88)                 






 
 _      (3,229)                  (1,124) 
For the current quarter, the Group’s taxation was lower compared to the statutory rate because of non taxable income and availability of tax losses brought forward of a subsidiary company.

The Group’s effective taxation rate for the 12 months ending 31 March 2007 was lower due to non taxable gain on disposal of subsidiary company and recovery of tax losses during the financial year under review.
B6.
Profits/(losses) on sale of Unquoted Investments and/or Properties

There were no profits or losses on sale of investments and/or properties outside the ordinary course of the Group’s business for the financial year under review.

B7.
Quoted Securities

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

    Current
       Financial







    Quarter
    Year to Date







 31/03/2007
     31/03/2007  







     RM’000
         RM’000


Total Purchase Consideration

               0 

    0     




Total Sales Proceeds


           265  
             510


Total profit/(loss) on disposal

           197                      337
(b) Total investments in quoted securities as at 31 March 2007 are as follows:-

      RM’000



(i)   at cost



          2,383


(ii)  at carrying value / book value          
          1,585   




(iii) at market value 


          3,063

    

B8.
Status of Corporate Proposal

(a) Since the last balance sheet date, there were no corporate proposals announced.
(b) Status of utilization of proceeds raised from any corporate proposal – Not Applicable.
B9.
Group Borrowings and Debts Securities

Total Group borrowings as at 31 March 2007 are as follows:-










 RM’000

Long Term Bank Borrowings

Secured:-



Revolving Credit





  160,000


Term Loan






    89,800



Repayments due within the next 12 months

           
   (43,750)







Total


  206,050     
Short Term Bank Borrowings


Secured:-


Bank Overdrafts





            0


Revolving credits





    43,750

Bankers’ Acceptance






0



Current portion of long term loan




0







Sub-Total

    43,750
Unsecured:-



Bank overdrafts







0



Revolving Credits





             0







Sub-Total


0









Total


  249,800 


There were no borrowings or debt securities denominated in foreign currencies.

B10. 
Off Balance Sheet Financial Instruments

Since the last annual balance sheet date, the Group does not have any financial instruments with off balance sheet risk up to the date of this quarterly report.

B11.
Material Litigation

Reference is made to the legal proceeding against the Company by a former tenant, Mutiara Metropolis Sdn Bhd ("the Plaintiff").

The Company has been advised by its solicitors that an amicable settlement has been reached between the Plaintiff and the Company. The settlement was effected by the Company making a payment to the Plaintiff in return for the Plaintiff granting the Company a full and final discharge and release from all and any claims including a satisfaction of all orders made by court. Both the Company and the Plaintiff have further agreed to a withdrawal of all proceedings and appeals pending before court.

The settlement between the parties was reached without any admission of liability on the part of the Company.
B12.
Dividend 

The Board is recommending a final dividend of 1.5 sen per share (FY2006: 1.5 sen) less 27% tax amounting to RM4,666,098 (FY2006: RM4,602,179) in respect of the financial year ended 31 March 2007.

The proposed final dividend, if approved by shareholders at Annual General Meeting of the Company to be held on Friday, 24 August 2007, will be paid on 17 September 2007.
B13.
Earnings Per Share

Basic earnings per share is calculated by dividing the Group’s net profit for the period  by the weighted average number of ordinary shares in issue during the period, disclosed as follows:-






           Current
        Comparative
 Current
Preceding






quarter
            quarter

 12 months
 12 months






 ended
             ended                    ended                 ended




           
         31/03/2007          31/03/2006         31/03/2007          31/03/2006

( i )
Net profit for 


          the period
 



( RM’000 )

 10,926

   3,447
 
  23,129                  16,352




( ii )   Weighted average



number of ordinary



shares in issue



( ‘000 )

             426,127

 426,127
   426,127
   426,127



Basic earnings per share



(sen)       
 

    2.56 
       
   0.81

      5.43 
       3.84
The company does not have any dilutive potential ordinary shares outstanding as at 31 March 2007. Accordingly, no diluted earnings per share is presented.

