SELANGOR DREDGING BERHAD (4624-U)

QUARTERLY REPORT ON CONSOLIDATED RESULTS

FOR THE FIRST FINANCIAL QUARTER ENDED 30 JUNE 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 2007.
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 30 June 2007.

A7.
Dividend Paid


There was no payment of dividend during the current financial quarter and year-to-date ended 30 June 2007.
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
	4,174
	4,332
	57,486
	656
	0
	0
	0
	66,648

	Inter-segment Sales
	221
	0
	0
	0
	0
	0
	(221)
	0

	Total revenue
	4,395
	4,332
	57,486
	656
	0
	0
	(221)
	66,648

	
	
	
	
	
	
	
	
	

	RESULTS
	
	
	
	
	
	
	
	

	Segment results
	1,515
	(889)
	11,691
	(267)
	498
	(1)
	
	12,547

	Unallocated Corporate expense
	
	
	
	
	
	
	
	(747)

	Operating profit
	
	
	
	
	
	
	
	11,800

	Profit from Investing activities
	
	
	
	
	
	
	

	-Dividend income
	
	
	
	
	245
	
	
	245

	-Interest income
	
	
	
	
	337
	
	
	377

	-Gain on liquidation of subsidiary co.
	
	
	
	
	336
	
	
	336

	- Gain on disposal of associated co.
	
	
	
	
	
	
	
	

	- Gain/(Loss) on other investments
	
	
	
	
	20
	
	
	20

	Revaluation surplus
	
	
	
	
	
	
	
	

	Finance cost, net
	
	
	
	
	
	
	
	(3,046)

	Share of profits

of associated co.
	
	
	            2
	
	
	
	
	               2

	Income taxes
	
	
	
	
	
	
	
	(1,064)

	Profit after taxation
	
	
	
	
	
	
	
	8,670


(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 are incorporated in Australia and Acpac Development Pte Ltd which is incorporated in Singapore.

A9.
Valuation of property, plant and equipment

The valuations of property, plant and equipment have been brought forward without amendments from the most recent annual financial statements for the year ended 31 March 2007.
A10.
Material Events Subsequent to the End of the Period

There are no material events subsequent to 30 June 2007 up to the date of this announcement that has not been reflected in the financial statements as at 30 June 2007 except for the following:
Tiara Seasons Sdn. Bhd. (“TSSB”), a wholly-owned subsidiary of SDB Properties Sdn. Bhd., which in turn is a wholly-owned subsidiary of Selangor Dredging Berhad (“SDB”), had on 30 July 2007 entered into a Sale and Purchase Agreement (“Agreement”) with Splendid Garden Sdn. Bhd. (“SGSB”) to acquire all that piece of freehold land held under Geran 5267 Lot No. 248 Seksyen 89A Bandar Kuala Lumpur, Daerah Kuala Lumpur, Negeri Wilayah Persekutuan KL measuring approximately 4,117 square metres in area (“Title”) together with a double storey bungalow house erected thereon (hereinafter the Title and building collectively referred to as “the said Property”) for a purchase price of Ringgit Malaysia Twenty Nine Million Five Hundred Thousand (RM29,500,000.00) only (“Purchase Price”). 

The Acquisition is conditional upon, inter alia:-

i.
The sale and purchase transaction of the said Property is conditional upon all the following conditions precedent being fulfilled within the Cut-Off Date:
(a)
TSSB obtaining at its own costs the approval of Foreign Investment Committee (“FIC”) to the purchase of the said Property on terms acceptable to TSSB;

(b)
SGSB obtaining the DO and paying the full DO Costs;

(c)
The Principal SPA is not terminated, aborted and/or frustrated in any manner whatsoever and the sale and purchase of the said Property is duly completed by SGSB on the terms of the Principal SPA.

ii.
TSSB shall within twenty-one (21) days from the date of the Agreement submit its application to FIC for the approval provided always that SGSB shall have furnished to TSSB all requisite documents within twenty-one (21) days of a written request from TSSB.

iii.
In the event that the approval of FIC is granted subject to conditions which are not already stipulated under the Guideline On The Acquisition Of Properties By Local and Foreign Interests issued by the FIC which came into effect on 21 May 2003 and are unacceptable to TSSB, TSSB shall be entitled to make any number of appeals against such unacceptable conditions to FIC. Any appeal(s) made by TSSB shall be made within twenty-one (21) days from receipt by TSSB of the FIC letter containing such unacceptable conditions, failing which, the unacceptable conditions shall be deemed acceptable to TSSB and the FIC approval deemed obtained.

iv.
If FIC shall reject TSSB's application, TSSB shall be entitled to make any number of appeal(s) against such rejection within twenty-one (21) days from receipt by TSSB of the FIC rejection letter provided always that if TSSB's application shall be rejected by FIC for the first time, TSSB shall make an appeal against such rejection within twenty-one (21) days from receipt by TSSB of the FIC rejection letter.

v.
SGSB shall on execution of the Agreement extend to TSSB a copy of SGSB’s application for DO duly acknowledged receipt by the relevant authority. SGSB shall within twenty-one (21) days of payment of SGSB’s Balance Sum in full present SGSB’s Transfer for registration with the relevant land authority.

vi.
The conditions precedent shall be fulfilled and the Agreement shall become unconditional whereupon parties are to proceed to complete the sale and purchase transaction herein on terms in the Agreement upon:
(a)
(i)
FIC granting its approval without conditions or with conditions acceptable to TSSB following TSSB's application or any appeal being made by TSSB against the FIC rejection letter; or

(ii) TSSB's successful appeal against the unacceptable conditions imposed by FIC; or
(iii)
FIC approval being deemed obtained pursuant to Clause 3.3 of the Agreement;

(b)
SGSB obtaining the DO and paying the full DO Costs as evidenced by a copy certified true by SGSB’s consultant of the DO and official receipt(s) of payment of the full DO Costs; and

(c)
the Principal SPA is not terminated, aborted and/or frustrated in any manner whatsoever and the sale and purchase of the said Property is duly completed by SGSB on the terms of the Principal SPA as evidenced by SGSB having paid SGSB’s Balance Sum in full to the Proprietor on terms of the Principal SPA and the Title registered in favour of SGSB being in the possession of SGSB’s Solicitors.

vii.
The conditions precedent shall not be fulfilled in any one of the following events:

(a)
(i)
FIC shall not have replied to TSSB's application or TSSB's rejection appeal or TSSB's appeal against the unacceptable conditions; or

(ii)
FIC shall refuse to grant its approval following TSSB's first rejection appeal and TSSB shall not have made any further rejection appeal within twenty-one (21) days after receipt of such rejection; or

(iii)
FIC shall upon TSSB's appeal against the unacceptable conditions refuse to change or modify the unacceptable conditions and TSSB does not withdraw its non-acceptance of the unacceptable conditions by giving a written notice to the other party within twenty-one (21) days of receipt of the FIC refusal letter; 

(b)
SGSB fails for any reason whatsoever to obtain the DO and to pay the full DO Costs; and/or

(c)
SGSB fails for any reason whatsoever to obtain the Title registered in favour of SGSB to be delivered into the possession of the Vendor’s Solicitors. For the avoidance of doubt, if the Principal SPA is terminated, aborted, frustrated and/or not completed due to the fault of SGSB, TSSB shall be entitled to the remedies and rights under Clause 10.1 of the Agreement.

viii.
Upon the happening of any one of the event(s) in item (vii)(a)(i), (ii) or (iii) above either party shall be at liberty to terminate the Agreement by notice in writing to the other party in which event SGSB shall be liable to within fourteen (14) days from the date of the notice refund the Deposit paid by TSSB free of interest and thereafter, the Agreement shall be of no further force and effect and neither party shall have any claim against the other in respect of the Agreement save for any antecedent breach.

ix.
Upon the happening of the event in item (vii)(b) above, TSSB shall be entitled to elect by notice in writing to SGSB either:

(a)
to terminate the Agreement in which event SGSB shall be liable to within fourteen (14) days from the date of notice refund the Deposit paid by TSSB free of interest and thereafter, the Agreement shall be of no further force and effect and neither party shall have any claim against the other in respect of the Agreement save for any antecedent breach; or

(b)
to assume SGSB’s obligation to obtain the DO and to pay the full DO Costs within TSSB’s Extension, in which event the DO Costs shall be deducted from the Balance Purchase Price and TSSB shall only be liable to pay the reduced Balance Purchase Price to SGSB’s Solicitors as stakeholders within the Payment Period or the Extended Payment Period (as the case may be) provided all conditions precedent have been fulfilled. The parties further agree that the number of days taken by TSSB to obtain the DO and to pay the full DO Costs shall be added to the Payment Period or the Extended Payment Period (as the case may be) and no late interest shall be payable by TSSB for the said extended period. 

If TSSB shall be unsuccessful in obtaining the DO and to pay the full DO Costs within TSSB’s Extension, either party may terminate the Agreement by notice in writing to the other party in which event SGSB shall be liable to within fourteen (14) days from the date of the notice refund the Deposit paid by TSSB free of interest and thereafter, the Agreement shall be of no further force and effect and neither party shall have any claim against the other in respect of the Agreement save for any antecedent breach.

x.
Upon the happening of the event in item (vii)(c) above, 

(a)
TSSB shall grant to SGSB the SGSB’s Extension to enable SGSB to obtain the Title registered in favour of the Vendor and for the same to be delivered into the possession of SGSB’s solicitors provided SGSB shall have first paid the SGSB’s Balance Sum in full to the Proprietor on terms of the Principal SPA, presented the SGSB’s Transfer for registration with the relevant land authority and the Principal SPA is not terminated, aborted or frustrated in any manner whatsoever; and

(b)
if SGSB shall be unsuccessful (due to no fault of SGSB under the Agreement or in the Principal SPA) in obtaining the Title registered in favour of SGSB and delivered into the possession of SGSB’s solicitors within the SGSB’s Extension, TSSB shall be entitled to elect by notice in writing to SGSB either:


(i)
to grant SGSB a further extension of time as determined by TSSB to enable SGSB to obtain the Title registered in favour of SGSB and for the same to be delivered into the possession of SGSB’s solicitors; or


(ii)
to terminate the Agreement in which event SGSB shall be liable to within fourteen (14) days from the date of the notice refund the Deposit paid by TSSB free of interest and thereafter, the Agreement shall be of no further force and effect and neither party shall have any claim against the other in respect of the Agreement save for any antecedent breach.

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, the transaction has yet to be completed.
A11.
Effects of Changes in the Composition of the Group


For the financial year todate:

SDB Properties Sdn Bhd, a wholly owned subsidiary of SDB has on 23 July 2007, acquired 100 percent equity interest in a shelf company, Tiara Seasons Sdn Bhd ("TSSB"), comprising two (2) ordinary shares of RM1.00 each fully paid-up for a total cash consideration of RM2.00.

TSSB was incorporated in Malaysia on 28 June 2007 and has an authorised share capital of RM100,000.00 divided into 100,000 ordinary shares of RM1.00 each.

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

None of the directors and/or major shareholders of 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 3 months ended 30 June 2007, the Group achieved a higher turnover and net profit of RM66.65 million and RM8.67 million compared to RM 26.41 and RM2.28 in the corresponding period last year respectively, representing an increase of 152.37% and 280.26%. This increase was mainly attributable to profit contribution from the Group’s property development activities.
B2.
Material Changes in Profit Before Tax of the Current Quarter compared to the Preceding Quarter

For the quarter ended 30 June 2007, the Group registered a higher profit before tax of RM9.73 million, an increase of 27.19%, compared to RM7.65 million recorded in its preceding quarter ended 31 March 2007. The increase is mainly attributable to profit contribution from the Group’s property development activities. The increase would have been higher if not for the recognition of revaluation surplus of investment properties in last quarter.
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 remaining period to the end of the 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







 30/06/2007
     30/06/2007  







     RM’000
         RM’000
· current taxation



         1,064
             1,064  
· associated companies

                        
   0

      0
· deferred taxation



                0
  
      0  

· under/(over) provision in prior years

- Current




                0

      0
- Deferred


 
                             0 _ ____   _          0                 






 
 _       1,064                   1,064 
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.

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







 30/06/2007
     30/06/2007  







     RM’000
         RM’000


Total Purchase Consideration

               0 

    0     




Total Sales Proceeds


             25  
                25


Total profit/(loss) on disposal

             21                         21
(b) Total investments in quoted securities as at 30 June 2007 are as follows:-

      RM’000



(i)   at cost



          2,379


(ii)  at carrying value / book value          
          1,581   




(iii) at market value 


          3,512

    

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 30 June 2007 are as follows:-










 RM’000

Long Term Bank Borrowings

Secured:-



Revolving Credit





  158,125


Term Loan






  123,625


Repayments due within the next 12 months

           
   (43,750)







Total

 
   238,000     
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


  281,750 

There were no borrowings or debt securities denominated in foreign currencies except for the followings:










equivalent







SGD’000

RM’000

Borrowings denominated in foreign currency
   15,000

  33,825

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

There were no significant changes in material litigation since the last annual balance sheet date.
B12.
Dividend 

No interim dividend has been recommended in respect of the current financial period.
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

 3 months
 3 months






 ended
             ended                    ended                 ended




           
         30/06/2007          30/06/2006         30/06/2007          30/06/2006

( i )
Net profit for 


          the period
 



( RM’000 )

  8,670

   2,279
 
   8,670                   2,279




( ii )   Weighted average



number of ordinary



shares in issue



( ‘000 )

             426,127

 426,127
   426,127
   426,127



Basic earnings per share



(sen)       
 

    2.03 
       
   0.53

      2.03 
       0.53
The company does not have any dilutive potential ordinary shares outstanding as at 30 June 2007. Accordingly, no diluted earnings per share is presented.

