IJM CORPORATION BERHAD (104131-A) 


A
NOTES TO THE QUARTERLY RESULTS

A1.
Basis of Preparation
The unaudited interim financial report has been prepared in accordance with FRS 134: Interim Financial Reporting and Chapter 9 Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad. 

The unaudited interim financial report should be read in conjunction with the audited financial statements for the year ended 31 March 2008 which are available at http://www.ijm.com. The explanatory notes attached to the unaudited interim financial report provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended 31 March 2008.

A2.
Changes in Accounting Policies
The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 March 2008 except for the adoption of the following revised Financial Reporting Standards (“FRSs”) which are effective for the financial year beginning 1 April 2008:

FRS 107


Cash Flow Statements

FRS 111


Construction Contracts

FRS 112


Income Taxes

FRS 118


Revenue

FRS 120


Accounting for Government Grant

Amendment to FRS 121
The Effects of Changes in Foreign Exchange Rates – Net investment in a Foreign Operation

FRS 134
Interim Financial Reporting

FRS 137
Provisions, Contingent Liabilities and Contingent Assets

The adoption of the above FRSs does not have significant impact on the financial position of the Group.
A3. 
Audit Report
The audit report for the financial year ended 31 March 2008 was not subject to any qualifications.

A4.
Seasonality or Cyclicality of Operations

The Group’s operations are not materially affected by seasonal or cyclical factors except for the Plantation division which normally sees its cropping pattern of oil palm declining to a trough in the first half of a calendar year before rising to a peak in the second half.

A5. 
Unusual Significant Items
There were no items affecting assets, liabilities, equity, net income, or cash flows that were unusual in nature, size or incidence during the financial year-to-date.
A6. 
Material Changes in Estimates 

There were no major changes in estimates that have had material effect in the financial year-to-date.

A7.
Debt and Equity Securities
(a) For the period ended 30 June 2008, the paid-up share capital of the Company was increased by RM124,500 by way of allotment and issue of:
i. 124,200 ordinary shares of RM1.00 each arising from the exercise of Employee Share Option Scheme; and,
ii. 300 ordinary shares of RM1.00 each arising from the conversion of IJM Warrants 2005/2010.
(b)
For the period ended 30 June 2008, 1,243,500 ordinary shares of RM1.00 each were repurchased in the open market at prices ranging from RM5.15 to RM5.50 per share. These shares have been retained as treasury shares of the Company. There were no cancellations, resale and repayments of debt and equity securities for the financial year-to-date.

A8.
Dividend Paid
No dividend has been paid in the current financial year-to-date.
A9. 
Segmental Information
Analysis by business segments
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A10. 
Carrying Amount of Revalued Property, Plant and Equipment 

The valuations of certain property, plant and equipment have been brought forward without amendment from the latest audited annual financial statements.

A11.
Material Subsequent Events

There was no other material event subsequent to the end of the current financial year-to-date that has not been reflected in the financial statements.

A12.
Changes in the Composition of the Group

During the financial year-to-date, the following change in composition was effected:

i. On 15 April 2008 IJM Vijayawada (Mauritius) Ltd was incorporated in the Republic of Mauritius as a wholly-owned subsidiary of IJM Investments (M) Limited, which in turn is a wholly-owned subsidiary of the Company. This has no material impact on the Group for the financial year-to-date.
A13.
Contingent Liabilities

The changes in contingent liabilities since 31 March 2008 are as follows:-

	Group’s proportionate share of guarantees for borrowings of associates:
	RM’000



	-  As at 31 March 2008
	8,070

	-  Exchange difference
	(420)

	-  As at 30 June 2008
	7,650

	
	

	Pledging of share certificates for term loan facility granted to an associate:
	

	-  As at 31 March 2008
	44,391

	-  Exchange difference
	(409)

	-  As at 30 June 2008
	43,982


	Stamp duty matters under appeal:
	

	-  As at 31 March 2008
	2,647

	-  Exchange difference
	(138)

	-  As at 30 June 2008
	2,509


A14.
Capital Commitments
Capital commitments not provided for in the financial statements as at 30 June 2008 are as follows:

	
	RM’000


	Approved and contracted for
	1,438,075

	Approved but not contracted for
	80,882

	
	1,518,957

	Analysed as follows:
	

	- Purchases of property, plant and equipment
	199,795

	- Purchases of development land
	59,266

	- Concession assets
	107,130

	- Participation in a concession 
	239,000

	- Share of capital commitments of jointly controlled entities
	139,125

	- Additional investment in a subsidiary
	161,000

	- Underwriting of IJM Land Berhad Rights Issue with Warrants
	613,641

	
	1,518,957


B
Bursa Securities Listing Requirements (Part A of Appendix 9B)

B1.
Review of Performance
The Group recorded operating revenue of RM1,221 million for the current quarter which represents an increase of 10.5% over the corresponding quarter of the preceding year. Whilst the Group’s Construction division experienced a slowdown in billings due to the constraint of building material supplies following drastic increase in material price, the Group’s Plantation and Industry divisions registered significant revenue growth of 72% and 34% respectively over the corresponding quarter of the preceding year. These growth rates have been driven largely by increased production levels as well as the higher prices of crude palm oil and building materials. The Group’s Property division also managed to record higher revenue compared to the corresponding quarter of the preceding year, with revenue increasing by 38%. 

The operating profit before tax for the Group for the current quarter correspondingly showed a significant increase to RM 166 million, up by RM43 million over the previous year (excluding the previous year’s one-off capital gain of RM105 million that was included in other operating income and impairment of merger goodwill of RM922 million). This is mainly attributable to higher margins achieved by the Group’s Plantation, Industry and Property divisions. The margin in Group’s Construction division continues to be under pressure mainly attributed to escalating input costs. 
B2.
Material Changes in the Quarterly Results Compared to the Results of Immediate Preceding Quarter
There were no material changes in the Group’s quarterly results compared to that of the immediate preceding quarter. 
B3.
Prospects for the Current Financial Year
The business environment for the Group’s activities will remain challenging with continuing inflationary pressure mainly attributable to the high prices of fuel cost, building materials, fertiliser and growing global uncertainties. 
Amidst such challenging environment the Group’s Industry division is expected to remain good. With strong unbilled property sales, the Group’s Property division is expected to achieve a reasonable performance in the current financial year. The performance of Group’s Construction division continues to be affected by higher input costs with limited hedging capabilities due to supplier driven constraints. The Group’s Plantation division is expected to achieve satisfactory results with the higher crop production in the current financial year. The Group’s prospects are further enhanced by the steady revenue streams contributed by the tolling and port operations.
As a result of the above stated factors, barring any unforeseen circumstances, the Group expects to record a satisfactory performance for the current financial year.
B4.
Profit Forecast
The Group did not issue any profit forecast for the year.

B5.
Taxation

The taxation of the group for the financial period under review is as follows:

	
	INDIVIDUAL QUARTER

3 MONTHS ENDED

30 JUNE
	
	CUMULATIVE

 PERIOD 

3 MONTHS ENDED 

30 JUNE

	
	2008
RM’000
	
	2007
RM’000
	
	2008
RM’000
	
	2007
RM’000

	Malaysian income tax
	30,453
	
	32,492
	
	30,453
	
	32,492

	Overseas taxation
	402
	
	132
	
	402
	
	132

	Transfer to/(from) deferred 
  taxation
	6,333
	
	2,358
	
	6,333
	
	2,358

	
	37,188
	
	34,982
	
	37,188
	
	34,982


The Group’s effective tax rate (excluding the results of associates and jointly controlled entities which are equity accounted net of tax) is lower than the statutory tax rate mainly due to availability of tax incentives.
B6.
Unquoted Investments and/or Properties
There were no sales of unquoted investment and/or properties for the financial year-to-date other than the following:-

i)  Disposal of Tesco land and buildings situated in Jelutong, Penang, which is still pending the fulfillment of all the conditions precedent to the sale and purchase agreement. Upon completion of the disposal, the Group will realise a capital gain of approximately RM40 million.
ii)  Redemption of unquoted investments for a capital gain of approximately RM1 million.

B7.
Quoted Investments
a. Purchases and sales of quoted investments

	
	Current

Quarter

Ended

30/06/2008

RM’000
	Cumulative

Current

Year-to-date

30/06/2008

RM’000

	Long term:
	
	

	-  Total purchases
	-
	-

	-  Total disposals / sale proceeds
	-
	-

	-  Total profit / (loss) on disposal
	-
	-

	
	
	

	Short term:
	
	

	-  Total purchases
	25,415
	25,415

	-  Total disposals / sale proceeds
	2,500
	2,500

	-  Total profit / (loss) on disposal
	(4)
	(4)


B7.
Quoted Investments (continued)
b. Quoted investments as at 30 June 2008
	
	RM’000



	Long term:
	

	    Quoted investments at cost
	73,235

	    Quoted investments at carrying value
	57,208

	    Quoted investments at market value
	57,788

	
	

	Short term:
	

	    Quoted investments at cost
	97,906

	    Quoted investments at carrying value
	90,443

	    Quoted investments at market value
	90,443


B8.
Status of Corporate Proposals
a. On 25 July 2007, the Company announced the proposed rationalisation of the Group’s Property Division into RB Land Holdings Berhad (‘RB Land’) involving, among others, the proposed disposal of 100% equity interest in IJM Properties Sdn Bhd, a wholly-owned subsidiary of the Company, to RB Land, a 70% indirect subsidiary of the Company via Road Builder (M) Holdings Berhad. This proposal has been approved by the Securities Commission vide its letter dated 10 April 2008 and by the shareholders on 16 June 2008.
b. On 19 December 2007, the Company announced the proposed capital repayment entailing a cash payment of RM0.50 for every one (1) existing IJM Share held to the entitled shareholders whose names appear on the Record of Depositors of IJM at the close of business, on an entitlement date to be determined later by the Board of IJM. This proposal has been approved by the shareholders on 16 June 2008 and is pending bond holders’ approval and High Court sanction.
c. On 22 May 2008, the Company announced that the proposal in respect of offer for sale of 60,000,000 RB Land Warrants to eligible employees of the IJM Group has been approved by the Securities Commission vide its letter dated 21 May 2008. This proposal has been approved by the shareholders on 16 June 2008.
d.
On 25 July 2007, the Company announced the proposed dividend in-specie of up to 88,469,272 RB Land Warrants to be subscribed by IJM pursuant to the proposed RB Land Rights Issue with Warrants, on the basis of one (1) RB Land Warrant for every ten (10) IJM shares held. This proposal has been approved by the Securities Commission vide its letter dated 10 April 2008 and by the shareholders on 16 June 2008.
B9.
Group Borrowings 

Particulars of the Group’s borrowings as at 30 June 2008 are as follows:
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(ii)  Long Term Borrowings

      8% Secured Fixed Rate Bond 1999/2009 (net of discount)

99,384

             

 

      5.5% Unsecured Medium Term Notes 2005/2010

150,000

           

 

      Unsecured Medium Term Notes

124,384

           

 

      Secured Islamic bonds and notes
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      Secured Government support loans
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(b)

Foreign currency borrowings included in the above are as follows:

 

'000

'000

US Dollar

152,858

         

 

499,004

           

 

Indian Rupee

7,943,021

      

 

607,244

           

 

Chinese Renminbi

56,345

           

 

26,765
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147
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Currency 

           -  Bankers acceptances

     Secured:-

           -  Bankers acceptances

           -  Revolving credits


B10. 
Off Balance Sheet Financial Instruments
	
	
	
	
	


a. Interest rate swaps (from floating rate to fixed rate):

	Duration

	Floating rate
	Fixed rate
	Amount in foreign currency
USD’000
	RM
Equivalent

’000

	31.05.06 – 29.07.12
	6-month LIBOR + 0.7%
	5.00%
	40,000
	130,580

	29.07.05 – 29.07.12
	6-month LIBOR + 0.7%
	5.00%
	40,000
	130,580

	02.06.05 – 29.07.12
	6-month LIBOR + 0.7%
	4.95%
	20,000
	65,290

	22.03.06 – 22.02.10
	12-month LIBOR + 1.25%
	6.45%
	2,245
	7,327

	
	
	
	
	


b. Interest rate swaps (from fixed rate to floating rate):

	Duration

	Fixed rate
	Floating rate
	RM
’000

	18.02.04 – 15.12.08
	6.65%
	6-month KLIBOR + 1.90%
	35,000

	
	
	
	


B11. 
Changes in Material Litigation
There was no change in material litigation since 31 March 2008 which exceeds 5% of the Group's net assets.
B12.
Dividend
The tax exempt dividend in-specie of 4.99 sen has been declared and approved by shareholders in the Extraordinary General Meeting on 16 June 2008 as disclosed in B8(d).
The dividend in-specie of 4.99 sen is based on the relative fair value of RM0.499 per RB Land Warrant determined using the “Trinomial” pricing model (Source: Bloomberg).
B13.
Earnings per Share
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B14.
Comparative Figures
Comparative figures, where applicable, have been modified to conform with the current quarter presentation.
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