WIJAYA BARU GLOBAL BERHAD (8184-W)

(Incorporated in Malaysia)

Notes to the Interim Financial Statements

For the quarter ended 30 September 2006

1.
Basis of Preparation

The interim financial statements have been prepared under the historical cost convention except for the revaluation of leasehold land & buildings and medical equipment. The timber concession rights are stated at fair value as at date of acquisition of the subsidiary. 


The interim financial statements are unaudited and have been prepared in accordance with the requirements of Financial Reporting Standard (FRS) 134: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad.


The interim financial statements should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2005. These explanatory notes attached to the interim financial statements 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 December 2005.

2
Changes in Accounting Policies


The significant accounting policies adopted are consistent with those of the audited


financial statements for the year ended 31 December 2005 except for the adoption of


the following new/ revised Financial Reporting Standards (“FRS”) effective for the 


financial period beginning 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
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2
Changes in Accounting Policies ( Cont’d.)


The adoption of FRS 2, 3, 5,102, 108, 110, 116, 121, 127, 128, 131, 132, 133,


136, 138 and 140 does not have significant financial impact on the Group. The principal effects of the changes in accounting policies resulting from the adoption of the other new / revised FRSs are discussed below:


FRS 101 – Presentation of Financial Statements

The adoption of the revised FRS 101 has affected the presentation of minority


interest, share of net after-tax results of associates and other disclosures. In the


consolidated balance sheet, minority interests are now presented within total equity.


In the consolidated income statement, minority interests are presented as an


allocation of the total profit or loss for the period. A similar requirement is also


applicable to the statement of changes in equity. FRS 101 also requires disclosure,


on the face of the statement of changes in equity, total recognised income and


expenses for the period, showing separately the amounts attributable to equity


holders of the parent and to minority interest.


The current period’s presentation of the Group’s financial statements is based on the


revised requirements of FRS 101, with the comparatives restated to conform with


the current period’s presentation.

3
Auditors’ Report on Preceding Annual Financial Statements 


The auditors’ report of the annual financial statements of the Group for the financial year ended 31 December 2005 was not qualified.

4
Seasonal or Cyclical Factors

The business of the Group was not affected by any significant seasonal or cyclical factors during the quarter under review.

5
Unusual items affecting assets, liabilities, equity, net income or cash flow


There were no unusual items affecting assets, liabilities, equity, net income or cash flows of the Group during the financial quarter under review except as disclosed in Note 2.

6
Changes in estimates 


There were no changes in the estimates that have had a material effect in the current quarter results under review.
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7
Debt and equity securities

There were no issuances, cancellations, repurchases, resale and repayments of debts and equity securities during the financial quarter under review.

8
Dividend paid

The final dividend of 6% per share less 28% tax for the financial year ended 31 December 2005 was paid on 28 July 2006.

9
Segmental reporting

           Segmental information is presented in respect of the Group’s business segment.

	
	
	
	               3rd Quarter
	
	
	           Cumulative  
	

	
	
	
	           3 months ended
	
	
	           9 months ended
	

	
	
	        30/9/2006
	           30/9/2005
	        30/9/2006
	           30/9/2005

	
	
	Revenue
	Profit/(loss)
	Revenue
	Profit/(loss)
	Revenue
	Profit/(loss)
	Revenue
	Profit/(loss)

	
	
	
	before
	
	before
	
	before
	
	before

	
	
	
	taxation
	
	taxation
	
	taxation
	
	taxation

	 
	 
	RM'000
	RM'000
	RM'000
	RM'000
	RM'000
	RM'000
	RM'000
	RM'000

	Timber
	
	12,515
	288
	20,154
	31,647
	33,268
	(267)
	56,915
	35,001

	Investment
	
	
	
	
	
	
	
	
	

	Holding
	
	-
	(321)
	-
	(782)
	-
	(1,658)
	-
	(1,912)

	Property 
	
	
	
	
	
	
	
	
	

	Development
	-
	-
	-
	(13)
	-
	(3)
	-
	(210)

	Medical services
	    2,097 
	(1,578)
	293
	(1,064)
	5,782
	(6,713)
	293
	(1,714)

	Others
	
	
	(1)
	-
	(23)
	-
	1
	-
	(25)

	
	
	14,612
	(1,612)
	20,447
	29,765
	39,050
	(8,640)
	57,208
	31,140

	Share of results 
	
	
	
	
	
	
	

	of associated
	
	
	
	
	
	
	
	

	company
	
	-
	10,221
	-
	174
	-
	24,432
	-
	6,042

	
	
	14,612
	8,609
	20,447
	29,939
	39,050
	15,792
	57,208
	37,182
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10.
Carrying amount of revalued assets

The valuations of property, plant and equipment have been brought forward without amendment from the financial statements for the financial year ended 31 December 2005.
11.
Subsequent material events


There were no material events subsequent to the current financial quarter under review to the date of announcement which is likely to substantially affect the results and the operations of the Group.          

12. 
Changes in the composition of the Group

There were no changes in the composition of the Group for the current quarter under review.

13.       Changes in Contingent liabilities and Contingent Assets


There were no changes in other contingent liabilities or contingent assets since financial year ended 31 December 2005.

14.       Capital Commitments 

The amount of commitments for the purchase of property, plant and equipment not provided for in the interim financial statements as at 30 September 2006 is as follows:

	
	
	RM’000

	Approved and contracted for:
	
	

	 Property, plant and equipment
	
	117,000
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Additional Explanatory Notes of Bursa Malaysia Securities Berhad Listing Requirement

15.
Review of performance


   Revenue


Group revenue for the cumulative quarter ended 30 September 2006 was RM39.050 million, a decrease of RM18.158 million as compared to the corresponding cumulative quarter ended 30 September 2005.


It was mainly due to the reduction in timber quota. However, the net reduction in revenue was marginally cushioned by an additional revenue generated by medical centre amounting to RM5.489 million.

For the current quarter ended 30 September 2006, the group revenue was RM14.612 million, a decrease of RM5.835 million as compared to the corresponding quarter ended 30 September 2005.

It was mainly due to the reduction in revenue from timber business by RM7.639 million as a result of the reduction in timber quota. However, the revenue generated by medical centre had improved by RM1.804 million.

   Profit before tax

The Group’s pre-tax profit for the cumulative quarter ended 30 September 2005 was improved by RM7.735 million as compared to the corresponding cumulative quarter ended 30 September 2005, with the exclusion of the write back of impairment losses on leasehold land and building amounting to RM29.125 million as at 30 September 2005.

For the current quarter ended 30 September 2006, the Group’s pre-tax profit was RM8.609 million, an increase of RM7.795 million compared to the corresponding quarter ended 30 September 2005, also with the exclusion of the write back of impairment losses on leasehold land and building.

It was due to the substantial increase in the share of net profit from our associate company, Wijaya Baru Sdn Bhd.  

16.
Variation of results against preceding quarter


Group profit before taxation for current quarter ended 30 September 2006 was RM8.609 million as compared to Group profit before taxation of RM6.666 million only for the preceding quarter ended 30 June 2006.


The improvement of RM1.943 million was mainly due to the improvement in the contribution from timber business and medical centre as compared to the preceding quarter.
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17.
Current year prospects


Timber and medical services remain as the core business of the Group besides the construction activities of our associate company, which has secured substantial construction contracts. It is anticipated that the associate company will continue to contribute significantly to the overall performance of the Group. 

The revenue of Timber business is expect to be improved subsequently due to the timber quota had revised from existing 16,000 cubic meters to 18,000 cubic meters per month from the period October 2006 to June 2007.

The medical centre is not expected to be a major profit contributor for this coming period due to its higher depreciation expense on medical equipment, staff costs and promotion expenses in the ensuing months.

With the above and management’s aggressive efforts to promote the medical centre as well as acquiring new business ventures both locally and overseas, prospects for the Group for the year 2006 continues to be favourable.

18.
Profit forecast and profit guarantee


Not applicable.
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19.
Income Tax Expense


Taxation comprises the following:

                                                                      Current Quarter                          Financial period

                                                                    (3 months ended)                      (9 months ended)

	
	30.9.2006
	
	30.9.2005
	
	30.9.2006
	
	30.9.2005

	
	RM’000
	
	RM’000
	
	RM’000
	
	RM’000

	Current tax :
	
	
	
	
	
	
	

	   Malaysian income tax
	994
	
	445
	
	2,363
	
	    3,067

	
	994
	
	445
	
	2,363
	
	    3,067

	Under / (over) provision of
	
	
	
	
	
	
	

	Malaysian income tax in
	
	
	
	
	
	
	

	prior years
	     (77)
	
	-
	
	       587
	
	       (22)

	
	917
	
	445
	
	2,950
	
	    3,045

	Deferred tax
	(779)
	
	(815)
	
	   (2,334)
	
	   (2,446)

	Total income tax expense
	138
	
	(370)
	
	       616
	
	      599



The Group’s effective tax rate is higher than the statutory tax rate mainly due to the non-availability of the Group tax relief in respect of losses suffered by certain companies and certain expenses which are not deductible for tax purpose.


Included in the income tax figure for the quarter ended 30 September 2006 are the net adjustment for deferred tax charges in respect of timber concession rights and revaluation of medical equipment.

20.
Sale of unquoted investments and / or properties



There was no sale of unquoted investments or properties in this quarter.

21.
Purchase or disposal of quoted securities


There was no purchase or sale of quoted securities in this quarter.
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22.
Status of corporate proposals


The following proposals announced but not completed as at the date of this announcement:

i)Proposed Rights Issue of Shares
Proposed renounceable rights issue of 110,367,000 new ordinary shares of RM1.00 each in the Company (“Rights Shares”) on the basis of one Rights Share for every one existing ordinary share of RM1.00 each in WBGB share held at an entitlement date to be determined later at an indicative issue price of RM1.00 per Rights Share.;


ii)Proposed Rights Issue of  ICULS
Proposed renounceable rights issue of RM73,577,778 nominal value of 5 year 7% irredeemable convertible unsecured loan stocks (“ICULS”) at 100% of its nominal value on the basis of RM2.00 nominal value of ICULS for every three (3) existing WBGB Shares held at an entitlement date to be determined later together with 73,577,778 free detachable warrants attached on the basis of one (1) warrant for every RM1.00 nominal value of ICULS subscribed;


iii) Proposed Increase in Authorised Share Capital
Proposed increase in the authorised share capital of WBGB from RM200,000,000 comprising 200,000,000 WBGB Shares to RM400,000,000 comprising 400,000,000 WBGB Shares.

iv)Proposed Acquisition of Land
Proposed acquisition of approximately 154.2 hectares of land in Mukim Klang, Daerah Klang, Negeri Selangor Darul Ehsan by Wijaya Baru Development Sdn. Bhd. (Formerly known as Great Profile Sdn. Bhd.), a wholly-owned subsidiary of WBGB, from Pulau Indah Marina Resort Sdn. Bhd. for a total cash consideration of RM130,000,000; 

Securities Commission (“SC”) had vide their letter dated 30 June 2006, informed that the Proposed Rights Issue of Shares and Proposed Rights Issue of ICULS will not be considered by the SC until certain issues pertaining to the WBGB group of companies’ previous corporate transactions have been resolved. 
The EGM to ratify certain issues pertaining to previous corporate exercise will be held on 30 November 2006 as per the requirement of Bursa Malaysia Securities Berhad who required the Company to issue a circular to the shareholders and to obtain shareholders’ ratification.

Pulau Indah Marina Resort Sdn. Bhd. (PIMR) has agreed to extend the period for another 3 months till 30 November 2006 vide its letter dated 10 October 2006 for the fulfillment of all outstanding conditions precedent. In view of the above development, the management will require a further extension of time to complete the transaction from PIMR. 
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23.
Group Borrowings and Debts Securities


Group borrowings are as follows:-

	
	As at 
	
	As at

	
	30.9.2006
	
	31.12.2005

	
	RM'000
	
	RM'000

	(a) Short term borrowings – secured
	
	
	

	           Hire purchase payables
	        192
	
	382

	(b) Long term borrowings – secured
	
	
	

	          Hire purchase payables
	        399
	
	315

	
	
	
	


(c) There are no borrowings or debt securities denominated in foreign currencies.

24.  
Off balance sheet financial instruments


There were no off balance sheet financial instruments as at the date of this announcement.

25.  
Material Litigation 


IN THE HIGH COURT AT KUCHING


Kuching High Court Suit No. 22-214-99(I)
Government Of Malaysia vs Usama Industries Sdn. Bhd. ("Usama")


The Inland Revenue Board (IRB) has replied through their letter dated 16 October 2006 that they have agreed to waive the interest claimed. 


IN THE HIGH COURT AT KUCHING


Kuching High Court Suit No.  22-23-2000-II
Usama Industries Sdn Bhd  vs  Jati Bahagia Sdn. Bhd.


The matter has been rescheduled for trials from 22nd  to 26th January 2007.
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IN THE HIGH COURT AT KUCHING


Kuching High Court Suit No.  22-98-2006-II (22-164-2004-II)
Usama Industries Sdn Bhd  vs  Jati Bahagia Sdn. Bhd.

Further to the announcement mentioned in the notes of interim financial statements for the quarter ended 30 June 2005, the Kuching High Court has delivered judgment in favour of Usama on 10 October 2006, and adjudged that Jati Bahagia Sdn. Bhd. do pay Usama : -

a) The sum of RM21,534,655.14 due and outstanding as at June 2006;

b) Interest at the rate of 8% per annum on the sum of RM21,534,655.14 from June 2006 until date of judgment;
c) Interest thereon at the rate of 8% per annum on the sum of RM21,534,655.14 from date of judgment until full realisation; and
d) Legal costs and disbursements on a full indemnity basis.
Pursuant to the judgment, the following events have taken place :

a) A Garnishee Order have been obtained in respect of the Defendant/Debtor account with RHB Bank Bhd., (Sibu branch). Hearing of the order is fixed for 28 November 2006;

b) The bank has in the meantime tagged the account in the sum of RM47,775.02 as on 17 November 2006; and

c) An order for Seizure and Sale against the Defendant/ Debtor has been sealed as of today and the Order will be enforced on the instructions of the Company.  

As at the date of this announcement, there were no changes in material litigation, including the status of pending material litigation since the financial year ended 31 December 2005, except as disclosed above.

26.  
Dividend Payable


An interim dividend of 3% less 28% taxation on 110,367,000 ordinary shares, amounting to a total dividend payable of RM2,384,000 (2.16 sen net per share) in respect of the financial period ended 30 June 2006 have approved by Board of directors and fully paid on 13 October 2006. 

Except for the above transaction, no interim dividend has been declared for the current quarter ended 30 September 2006.
27.  
Earnings per share

The basic earnings per share for the current quarter and cumulative quarter ended 30 September 2006 are calculated by dividing the Group’s net profit attributable to ordinary equity holders of the parent of RM8.471 million and RM15.176 million respectively, by the number of ordinary shares outstanding of 110.367 million during the current quarter and cumulative quarter ended 30 September 2006.     

Diluted earning per share is not calculated as the Group does not have any financial instruments which are convertible to potential issued shares during current quarter.       

Page 10 of 10

