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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 2006. 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 2006.

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 2006 except for the adoption of the following new/ revised Financial Reporting Standards (“FRSs”) effective for the financial period beginning on or after 1 January 2007:



FRS 6           Exploration for and Evaluation of Mineral Resources



FRS 117       Lease


FRS 1192004  Employee Benefits (Amended)



FRS 124       Related Party Disclosures
FRS 139       Financial Instruments: Recognition and measurement


The adoption of FRS 6, 1192004, 124 and 139 will not have a significant impact on the group. The principal effect of the change in accounting policy resulting from the adoption of the revised FRS 117 is explained below:


FRS 117 – Lease

Prior to 1 January 2007, leasehold land was classified as property, plant and equipment and was stated at cost less accumulated depreciation and impairment losses. The adoption of the revised FRS 117 has resulted in a retrospective change in the accounting policy relating to the classification of leasehold land.

Leases of land and buildings are classified as operating or finance leases in the same ways as leases of other assets and the land and buildings elements of a lease of land and buildings are considered separately for the purpose of lease classification. Leasehold land is now classified as operation lease and where necessary, the minimum lease payments or the up-front payments made are allocated between the land and the buildings elements in proportion to the relative fair values for leasehold interests in the land element and buildings element of the lease at the inception of the lease. The up-front payments made for the leasehold land represents prepaid land lease payments and are amortised on a straight-line basis over the lease term.

The group has applied the change in accounting policy in respect of leasehold land and building in accordance with the transitional provisions of FRS 117. The classification of leasehold land from property, plant and equipment to prepaid lease payments has been accounted for retrospectively in the consolidated balance sheets. As at 31 December 2006, the total unamortised revalued amounts of leasehold land amounting to RM6 million is retained as the surrogate carrying amount of prepaid lease payments and are amortised on a straight-line basis over their lease terms. However, the adoption of the revised FRS 117 has no financial effect on the consolidated income statements.

3.
Comparatives 

	
	Restated

RM’000
	Previously Stated

RM’000

	At 31st December 2006

Property, plant and equipment

Prepaid land lease payment


	              122,659

                  6,000
	           128,659

                   -

	Total
	              128,659
	           128,659


4.
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 2006 was not qualified.

5.
Seasonal or Cyclical Factors

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

6.
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.

7.
Changes in estimates 


There were no changes in the estimates that have had a material effect in the current quarter results under review.

8.
Debt and equity securities

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

9.
Dividend paid

There were no dividend payments in this quarter.

10.
Segmental reporting

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

	
	
	
	               1st Quarter
	
	
	           Cumulative  
	

	
	
	
	           3 months ended
	
	
	           3 months ended
	

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

	
	
	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
	
	14,079
	       724
	10,194
	    (336)
	14,079
	   724
	10,194
	(336)

	Investment
	
	
	
	
	
	
	
	
	

	Holding
	
	-
	      (406)
	-
	    (675)
	-
	   (406)
	-
	  (675)

	Property 
	
	
	
	
	
	
	
	
	

	Development
	-
	        (1)
	-
	       (2)
	-
	          (1)
	-
	      (2)

	Medical services
	    2,547
	 (1,375)
	 2,196
	(1,819)
	  2,547
	(1,375)
	2,196
	(1,819)

	
	
	
	
	
	
	
	
	
	

	Others
	
	       6
	       3     
	-
	         2     
	        6
	       3
	-
	       2

	
	
	  16,632
	(1,055)
	12,390
	  (2,830)
	  16,632
	(1,055)
	12,390
	(2,830)

	Share of net results 
	
	
	
	
	
	
	

	of associated
	
	
	
	
	
	
	
	

	Company
	
	-
	5,556
	-
	   3,347
	-
	  5,556
	-
	3,347

	
	
	16,632
	4,501  
	12,390
	      517
	16,632
	   4,501
	12,390
	  517


No geographical segment information is presented as the Group operates principally in Malaysia.

11.
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 2006.
12.
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.          

13. 
Changes in the composition of the Group

There were no changes in the composition of the Group for the current quarter under review.
14.       Changes in Contingent liabilities and Contingent Assets


There were no changes in other contingent liabilities or contingent assets since financial year ended 31 December 2006.


As at 31 March 2007, the contingent liabilities of the Group is as follows:

	
	
	RM’000

	  Corporate guarantee given to
	
	

	  suppliers of a subsidiary company
	
	

	  in respect of supply and installation
	
	

	  medical equipment
	
	8,000


15.       Capital Commitments 


The amount of commitments for the purchase of property, plant and equipment not provided for in the interim financial statements as at 31 March 2007 is as follows:

	
	
	RM’000

	Approved and contracted for:
	
	

	 Property, plant and equipment
	
	117,000


 
Additional Explanatory Notes in compliance with Bursa Malaysia Securities Berhad Listing Requirement under Part A of Appendix 9B

16.
Review of performance


Revenue

The Group recorded revenue of RM16.632 million for the quarter ended 31 March 2007 which represents an increase of RM4.242 million as compared to the corresponding quarter ended 31 March 2006.  

The increase in revenue was mainly due to an increase in timber quota by 14,900 cubic meters as compared to the corresponding quarter ended 31 March 2006. Beside that, the Medical Centre also recorded an improvement of RM0.351 million on their revenue contribution to the Group during current quarter as compared to the corresponding quarter ended 31 March 2006.


Profit before tax

The Group’s pre-tax profit for the current quarter ended 31 March 2007 was RM4.501 million, represents an increased of RM3.984 million as compared to the corresponding quarter ended 31 March 2006.

The increase in the Group’s results was mainly attributable to the increase in timber quota and the improvement on share of net result from our associate company amounting to RM2.209 million.
17.
Variation of results against preceding quarter


Group’s pre-tax profit for current quarter ended 31 March 2007 was RM4.501 million as compared to Group pre-tax profit of RM8.668 million for the preceding quarter ended 31 December 2006.


The variation of RM4.167 million was mainly due to following reasons:

a) Relative low depreciation expense in the preceding quarter ended 31 December 2006. The reduction of depreciation expense for financial year 2006 was all reflected in the preceding quarter ended 31 December 2006 as a result of the change in useful lives for certain medical equipment from 10 years to 20 years; and

b) Waiver of rental expenses for financial year ended 2006 by reference to certain terms in the tenancy agreement for Medical Centre being taken up in the preceding quarter ended 31 December 2006.

18.
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. Currently our associate company is also negotiating for a sizeable

project with the Federal Government and expects to get the approval very soon. Therefore, it is anticipated that our associate company will continue to contribute significantly to the overall performance of the Group. 

The Medical Centre revenue is expected to increase but 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 2007 continues to be favourable.

19.
Profit forecast and profit guarantee


There is no profit forecast and profit guarantee that is applicable to the Group.

20.
Income Tax Expense


Taxation comprises the following:

                                                                      Current Quarter                          Cumulative

                                                                    (3 months ended)                      (3 months ended)

	
	31.03.2007
	
	31.03.2006
	
	31.03.2007
	
	31.03.2006

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

	Current tax :
	
	
	
	
	
	
	

	   Malaysian income tax
	 958
	
	683
	
	958
	
	683

	
	 958
	
	683
	
	958
	
	683

	Under / (over) provision of
	
	
	
	
	
	
	

	Malaysian income tax in
	
	
	
	
	
	
	

	prior years
	        -
	
	 -
	
	       -   
	
	 -

	
	 958
	
	683
	
	958
	
	683

	Deferred tax
	     (712)
	
	(939)
	
	      (712)
	
	(939)

	Total income tax expense
	      246
	
	(256)
	
	       246
	
	(256)


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 31 March 2007 are the net adjustment for deferred tax charges in respect of timber concession rights and revaluation of medical equipment, leasehold land and building.

21.
Sale of unquoted investments and / or properties



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

22.
Purchase or disposal of quoted securities


There was no purchase or sale of quoted securities in this quarter.

23.
Status of corporate proposals

Further to the announcement mentioned in the notes of financial statements for the previous quarter ended 31 December 2006, Securities Commission (“SC”) had vide its letter dated 30 March 2007, which was received on 4 April 2007, approved the Proposed Rights Issue and the Proposed Acquisition of land but rejected the Proposed Acquisition of the remaining 55% shareholding for Wijaya Baru Sdn Bhd. The approval is subject to certain conditions stipulated in the letter of the SC. On 14 May 2007, OSK Investment Bank Berhad had furnished to the SC with a written confirmation together with a complete checklist on the compliance with all the conditions imposed by the SC.


In view of the revised proposals, Pulau Indah Marina Resort Sdn Bhd had on 10 April 2007 further extended the condition period to 30 June 2007 for Wijaya Baru Development Sdn Bhd to fulfill the outstanding conditions precedent set out on the Sales and Purchase Agreement.


The notice of forthcoming Extraordinary General Meeting to seek approval from the shareholder of the approved proposals by the SC had been issued on 15 May 2007. The Extraordinary General Meeting will be held on 7 June 2007.

24.
Group Borrowings and Debts Securities

Group borrowings are as follows:-

	
	As at
	
	As at

	
	31.03.2007
	
	31.12.2006

	
	RM'000
	
	RM'000

	(a) Short term borrowing – secured
	
	
	

	           Hire purchase payable
	197
	
	108

	(b) Long term borrowing – secured
	
	
	

	          Hire purchase payable
	295
	
	410

	
	
	
	


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

25.  
Off balance sheet financial instruments


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

26.  
Material Litigation 

Other than the cases shown below, there was no other material litigation pending as at the date of announcement.


(A) Usama Industries Sdn. Bhd. Cases:

(1) Civil suit No: 22-32-2000-II at the High Court of Kuching

Usama Industries Sdn. Bhd. vs Jati Bahagia Sdn. Bhd.

Usama Industries Sdn. Bhd. had on 15 March 2000 filed a claim against Jati Bahagia Sdn. Bhd. for the sum of RM18,592,111.16 for timber logs extracted for which the contract premium was not paid. However, the claim was later amended to RM15,182,925.00. 

The full trial had gone on 6 March 2007 for 2 ½ days. In the meantime the Court has fixed another mention date on 26 June 2007 for further clarifications.


Our Solicitors are of the opinion that Usama Industries Sdn. Bhd. has a good chance of recovery.

The outcome of the above legal case has no adverse financial impact to the Group.

(2) Civil Suit No: 22-98-2006-II at the High Court of Kuching

      
Usama Industries Sdn. Bhd. vs Jati Bahagia Sdn. Bhd.

This case is about the Usama Industries Sdn. Bhd. claiming against Jati Bahagia Sdn. Bhd. for the sum of RM21,814,790.48 with interest as at June 2006 for premium underpaid.

This case was originally filed under Civil Suit No: 22-164-2004. The Writ of Summons were not served and had expired. The previous solicitors’ firm Messrs Victor Wong & Co. filed a new writ under Civil Suit No: 22-98-2006 and update the claim to June 2006 for RM21,814,790.48. Judgment in default of Appearance was obtained on 10 October 2006.  The Defendant had filed an Application to set aside the Judgment and the Judgement was set aside.

The Defendant’s solicitors have filed their Defence and Counter-claim for a sum of RM6,688,300.18.

Both the Plaintiff and Defendant’s solicitors are in the process of sorting out preliminaries and interlocutory matters. As at today no hearing date has been fixed yet.

The outcome of the above legal case has no adverse financial impact to the Group.

(3) Civil Suit No: 22-165-2004-III/I at the High Court of Kuching 

     
Usama Industries Sdn. Bhd. vs Jati Bahagia Sdn. Bhd.

The plaintiff is Usama Industries Sdn. Bhd. and is claiming against Jati Bahagia Sdn. Bhd. for the sum of RM7,840,000.00 as a result of the loss of 10,000 trees at the logging licensed sites. 

The previous solicitors, Messrs Victor Wong & Chiew had filed the Summons and Statement of Claim in court but have yet to serve the same. The new firm of solicitors, Messrs Tang & Co. have advised that the case is now time barred. 

The outcome of the above legal case has no adverse financial impact to the Group.

(4) Civil Suit No: 22-166-2004-I at the High Court of Kuching

      
Usama Industries Sdn. Bhd. vs Jati Bahagia Sdn. Bhd.

The plaintiff is Usama Industries Sdn. Bhd. and is claiming against Jati Bahagia Sdn. Bhd. for the sum of RM19,600,000.00 as a result of the loss of the benefits of 100,000 hoppus tons of timber logs.

The previous solicitors, Messrs Victor Wong & Chiew had filed the Summons and Statement of Claim in court but have yet to serve the same. The new firm of solicitors, Messrs Tang & Co. have advised that the case is now time barred.

The outcome of the above legal case has no adverse financial impact to the Group.

(5) Civil Suit No: S5-23-76-2003 at the High Court of Kuala Lumpur

      
Jati Bahagia Sdn. Bhd. vs Wijaya Baru Global Bhd. and  Usama Industries Sdn. Bhd.

This case is about an announcement made by Wijaya Baru Global Berhad in the Bursa  Malaysia Securities Bhd. concerning some illegal logging activities.

As a result of this announcement, a civil suit was filed by Jati Bahagia Sdn. Bhd. against Wijaya Baru Global Berhad and Usama Industries Sdn. Bhd. for defamation. It is being defended by our lawyers, Messrs V K Lingam & Co. The Defence has been filed. To date the Court has fixed 15 June 2007 for case management and parties to file bundle of  documents.

The outcome of the above legal case has no adverse financial impact to the Group.

(B) Civil Suit No: S2-52-1073-2006 at the Session Court of Shah Alam
 -  MRI Worldwide (M) Sdn. Bhd. vs Wijaya Baru Global Berhad.

MRI is claiming a sum of RM183,440.00 and we are counter-suing for the return of the retainer fee of RM40,000. 

MRI an application to obtain summary judgment and we have filed an affidavit to resist such action. 

A decision has been fixed on 6 September 2007 pending filing of the Plaintiff’s Reply to the Counter-Claim.

The outcome of the above legal case has no adverse financial impact to the Group.

(C ) Civil Suit No: SK 22-01 of-2007 at the High Court of Kota Kinabalu

- Wijaya Baru Global Berhad vs Crest Megaway Sdn. Bhd.

This suit is filed for the recovery of the sum of RM2,500,000.00. The Civil Suit was filed on 3 January 2007 and the Defendant has filed its Defence on 5 February 2007. In the meantime, Wijaya Baru Global Berhad’s solicitor Messrs Idrus & Tsai in Kota Kinabalu had filed an Application for Summary Judgment. The court has then fixed 23 August 2007 for decision.  

The outcome of the above legal case has no adverse financial impact to the Group.

27.  
Dividend payable

No interim ordinary dividend has been declared for the financial period ended 31 March 2007 (31 March 2006 : Nil).
28.  
Earnings per share

The basic earnings per share for the current quarter and cumulative quarter ended 31 March 2007 are calculated by dividing the Group’s net profit attributable to ordinary equity holders of the parent of RM4.255 million by the number of ordinary shares outstanding of 110.367 million during the current quarter and cumulative quarter ended 31 March 2007.     

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