EXPLANATORY NOTES

1.
(A statement that the same accounting policies and methods of computation are followed in the interim financial statements as compared with the most recent annual financial statements or, if those policies or methods have been changed, a description of the nature and effect of the change).

The interim financial report has been prepared in accordance with MASB Standard 26 “Interim Financial Reporting” and Chapter 9 part K of the Listing Requirements of Kuala Lumpur Stock Exchange, and should be read in conjunction with the Group’s annual financial statements for the financial year ended 31 December 2002 (the most recent annual financial statements).

The same accounting policies and methods of computation have been followed in the interim financial statements as compared with the Group’s annual financial statements for the financial year ended 31 December 2002.
2.
(Where the audit report of the enterprise’s preceding annual financial statements was qualified, disclosure of the qualification and the current status of the matter(s) giving rise to the qualification).

The audit report of the Group’s annual financial statements for the financial year ended 31 December 2002 was not subject to any qualification.

3.
(Explanatory comments about the seasonality or cyclicality of interim operations).

The Group’s operations are not subjected to any seasonality of operations.  To the extent that property development is affected by the so-called “property cycle” over a longer time period, the Group’s operations are, in the main, similarly affected.

4.
(The nature and amount of items affecting assets, liabilities, equity, net income, or cash flows that are unusual because of their nature, size, or incidence).

There were no unusual items affecting assets, liabilities, equity, net income or cash flows for the financial year-to-date.

5. (The nature and amount of changes in estimates of amounts reported in prior interim periods of the current financial year or changes in estimates of amounts reported in prior financial years, if those changes have a material effect in the current interim period).

There were no changes in estimates of amounts reported in prior quarters of the current financial year or changes in estimates of amounts reported in prior financial years which have a material effect in the current quarter.

6. (Issuance, cancellations, repurchases, resale and repayments of debt and equity securities).

The Company has bought back 8,000 shares during the current quarter. There were no issuance, cancellations, resale and repayments of debt and equity securities for the financial year-to-date. 
The details of shares held as treasury shares as at the end of the current financial year-to-date are as follows:

	
	

	Total no. of share bought back 
	                        53,000

	Total investments at cost
	                RM128,171

	Average buy-back cost per share
	                      RM2.42

	Total disposals of buy-back shares 
	                              Nil

	Market price @ 28-05-03 (Wednesday) per share
	                      RM1.07

	Total market value of buy-back shares @ 28-05-03
	                   RM56,710



The shares are all held as treasury shares.  None of the shares bought-back has been resold in the market.

7. (Dividends paid (aggregate or per share) separately for ordinary shares and other shares).

There were no dividends paid for the current quarter and financial year-to-date.

8. (Segment revenue and segment result for business segments or geographical segments, whichever is the enterprise’s primary basis of segment reporting [disclosure of segment data is required in an enterprise’s interim financial report only if MASB 22, Segment Reporting, requires that enterprise to disclose segment data in its annual financial statements]).

The Group is primarily engaged in the property development industry (Primary segment).  All activities of the Group are conducted within Malaysia (Secondary segment).
9. (Where valuations of property, plant and equipment have been brought forward, without amendment from the previous annual financial statements, a statement to that effect should be given).

The carrying value of property, plant and equipment is based on the valuation incorporated in the annual financial statements for the financial year ended 31 December 2002.

10. (Material events subsequent to the end of the interim period that have not been reflected in the financial statements for the interim period).

There were no material events subsequent to the end of the current quarter that have not been reflected in the financial statements for the current quarter. 

11. (The effect of changes in the composition of the enterprise during the interim period, including business combinations, acquisition or disposal of subsidiaries and long-term investments, restructuring, and discontinuing operations).

There were no changes in the composition of the Group, including business combinations, acquisition or disposal of subsidiaries and long term investments, restructuring and discontinuing operations during the current quarter except for the following :-

UM Residences Sdn Bhd, a wholly-owned subsidiary company of the Company, has on 7 March 2003, entered into an agreement with Liang Court (Malaysia) Sdn Bhd for the purpose of forming a joint venture partnership in the operation of serviced apartments.
The joint venture partnership will not have any effect on the share capital and substantial shareholders’ shareholding of the Company.

The joint venture partnership is also not expected to have any material effect on the earnings per share and net tangible assets per share of the Company and its subsidiary companies for the financial year ending 31 December 2003. 

12.
(Changes in contingent liabilities or contingent assets since the last annual balance sheet date).

a.
On 7 October 1996, UM Leisure Sdn Bhd (UM Leisure), a wholly-owned subsidiary of the Company, entered into a Joint Venture Agreement (JVA) with Ultrapolis 3000 Holding Bermuda Ltd (UPH), with respect to the organisation, management and operation of Agarta Universe Sdn Bhd (Agarta Universe) which is to undertake the development and management of Agarta Universe Theme Park Resort together with theme-based hotels and shopping centre in Bandar Seri Alam, Johor, a township currently being developed by Seri Alam Properties Sdn Bhd (Seri Alam), a wholly-owned subsidiary of UM Land.

Pursuant to the Clause 10.1 (c) of the JVA, the Company issued a Letter of Guarantee of payment dated 3 January 1997 to Trans Resources Corporation Sdn Bhd (TRC) which was to undertake earth works on a piece of land, upon which  Agarta Universe Theme Park Resort will be built, under a contract with Sanwell Corporation (Sanwell), whose principal is Agarta Universe.

Thereafter, Seri Alam signed an Agreement for Lease with Agarta Universe dated  9 December 1997.

There is at present a writ action in the Kuala Lumpur High Court commenced by TRC against Sanwell for RM17,459,445.69 being the amount due in respect of earthworks allegedly carried out.  TRC has also claimed against UM Land, for inter alia, RM15,500,000 being the sum allegedly payable by UM Land under the above said Letter of Guarantee (Original Action).

In the Kuala Lumpur High Court action, UM Land filed a counterclaim against TRC, Sanwell, UPH and Agarta Universe, seeking inter alia, a declaration that it stands discharged from any liability to TRC under the said Letter of Guarantee and an order that Agarta Universe is to indemnify UM Land for all consequences of the Letter of Guarantee (Counterclaim).

Sanwell applied to stay the action on the basis that TRC’s claim against it ought to be resolved through arbitration.  UM Land and TRC opposed Sanwell’s stay application.  On 19 May 1999, a stay was granted by the Kuala Lumpur High Court.  

However, UM Land and TRC appealed to the Court of Appeal against the grant of the stay.  On 29 June 2000, the Court of Appeal allowed TRC’s appeal against Sanwell on a preliminary point of law and set aside the stay.  Meanwhile, UM Land’s appeal which was fixed for hearing on 5 February 2003, has been adjourned to a date to be notified to the parties.

Following the Court of Appeal's decision on TRC's appeal, Sanwell appealed to the Federal Court against the Court of Appeal’s decision on the preliminary point and this was heard on 26 November 2001.  On 20 May 2002, the Federal Court allowed Sanwell’s appeal and ordered that the action against Sanwell be stayed.

In light of the Federal Court’s order, the proceedings in the Kuala Lumpur High Court were adjourned sine die for the position between TRC and Sanwell to be referred to arbitration. Meanwhile the solicitors for Sanwell have applied to discharge themselves as Sanwell's solicitors and their application is fixed for hearing on 28 May 2003. In addition, the proceedings in the Kuala Lumpur High Court have been fixed for case management on 13 June 2003 to apprise the High Court, inter alia, on the progress of the aforesaid arbitration between TRC and Sanwell.

In the opinion of the solicitors representing UM Land in the Original Action and Counterclaim, UM Land has more than an even chance of defending TRC’s claim in the Original Action and also, together with UM Leisure and Seri Alam, in respect of the Counterclaim.

The Directors are of the opinion, after taking appropriate legal advice, that no provision for this claim is necessary.

b.
The Inland Revenue Board has raised notices of assessment and additional assessment in respect of prior years’ income tax of certain subsidiary companies.  The assessments are mainly due to a different tax treatment on transfer of development land from property, plant and equipment to development properties in a subsidiary company.  Included in these notices is also a sum of taxes arising from the tax treatment accorded by Inland Revenue Board on the deduction of capitalised interest expense.

The Group does not agree with the assessments and additional assessments and is in the midst of filing appeals to the Special Commissioner of Income Tax.  The Group will vigorously defend its position against these assessments and additional assessments raised by Inland Revenue Board. 

In the event that our appeals against these assessments and additional assessments raised by Inland Revenue Board are unsuccessful and based on the Group’s estimation arrived at in consultation with our tax consultants, the potential net cash outflow in respect of the additional tax payable is RM4.30 million.

Further, in the event that our appeals against these assessments and additional assessments raised by Inland Revenue Board are unsuccessful, the potential additional tax charge not yet accounted for by the Group in the financial statements for the financial year-to-date ended 31 March 2003 and prior years will be as follows :-

	
	RM (‘000)

	
	

	Prior years’ tax 
	10,472

	Current year’s tax
	-

	
	

	Total
	10,472


13.
(A review of the performance of the company and its principal subsidiaries, setting out material factors affecting the earnings and/or revenue of the company and the group for the current quarter and financial year-to-date).

The Group recorded a revenue of RM30.41 million and a profit before tax of RM6.10 million for the current quarter and financial year-to-date under review. 

The Group’s revenue and profit were mainly contributed by new sales and existing billings from developments in Bandar Seri Alam in Johor and Bandar Seri Putra in Bangi, Selangor.  During the current quarter, Bandar Seri Putra launched its Putra Tropika double storey terrace houses and the response has so far been encouraging.
14.
(An explanatory comment on any material change in the profit before taxation for the quarter reported on as compared with the immediate preceding quarter).

The Group achieved a profit before tax of RM6.10 million for the current quarter under review.  This is an increase of RM2.44 million compared to that of the immediate preceding quarter (quarter ended 31 December 2002).  The increase in profit has been contributed largely by the ongoing property developments in Bandar Seri Alam in Johor and Bandar Seri Putra in Bangi, Selangor, the reversal of doubtful debts and the sale of a parcel of petrol kiosk land in Bandar Seri Alam during the current quarter. 
	
	Quarter ended

31 Mar 2003
3 months’ results

(Jan’03–Mar’03)
	
	Quarter ended

31 Dec 2002

3 months’ results

(Oct’02–Dec’02)
	
	Variance

	
	RM’000
	
	RM’ 000
	
	RM’000

	
	
	
	
	
	

	Profit before tax
	6,096
	
	3,661
	
	2,435


15.
(A commentary on the prospects, including the factors that are likely to influence the company’s prospects for the remaining period to the end of the financial year or the next financial year if the reporting period is the last quarter).

Despite the uncertainties and the fears of a delay in the global economic recovery, the Group sees the strong demand for affordable homes in good locations to be sustained in 2003.  Low interest rates and attractive packages offered by financial institution further promote the property development activities.

While remaining focused on the business of building townships, the Group has also ventured into the niche property sector and also in the midst of sourcing land for niche boutique development within the Klang Valley. The Group’s maiden boutique development, Seri Bukit Ceylon serviced residences, located within the Golden Triangle of Kuala Lumpur, was launched recently and is expected to contribute positively to the Group’s profit over the next two financial years.  

Barring unforeseen circumstances, the Directors are optimistic that the prospects for the current financial year will be satisfactory.
16.
(An explanatory note for any (only applicable to the final quarter for companies which have provided a profit forecast or profit guarantee in a public document):-


(a)
Variance of actual profit after tax and minority interest and the forecast profit after tax and minority interest (where the variance exceeds 10%);

(b) Shortfall in profit guarantee).

Explanatory notes for any variances of actual profit from forecast profit and for any shortfall in the profit guarantee are not applicable as the Group has not given any profit forecast and profit guarantee in respect of any corporate proposals.

17.
(A breakdown of the tax charge and an explanation of the variance between the effective and statutory tax rate for the current quarter and financial year-to-date).

The tax figures in the condensed consolidated income statements represent the following:

	
	Current Quarter

31 Mar 2003
RM ‘000
	Cumulative Period

31 Mar 2003
 RM ‘000

	
	
	

	Group
	
	

	Current tax
	1,514
	1,514

	Deferred tax
	174
	174

	
	1,688
	1,688




The effective tax rate of the Group for the current quarter and financial year-to-date was lower than the statutory tax rate mainly due to the tax effect of the transfer of a subsidiary company’s freehold land from property, plant and equipment to development properties.  The chargeable income of this subsidiary company is computed based on the market value of the land at the date of transfer.  As the difference between the market value and the book value of the land at the date of transfer was subjected to a lower rate of tax under Real Property Gain Tax as compared to the income tax rate, this resulted in a tax saving for the Group. 

18.
(The amount of profits/(losses) on any sale of unquoted investments and/or properties respectively for the current quarter and financial year-to-date).

There were no sale of unquoted investments or properties for the current quarter and financial year-to-date.

19.
(The following particulars of any purchase or disposal of quoted securities other than securities in existing subsidiaries and associated companies by all companies except closed-end funds, a company whose activities are regulated by any written law relating to banking, finance companies or insurance and are subject to supervision by Bank Negara Malaysia, Member Companies and such other companies as may be exempted by the Exchange:


(a)
Total pruchase consideration and sale proceeds of quoted securities for the current quarter and financial year-to-date and profit/loss arising therefrom;


(b)
Investments in quoted securities as at the reporting period:-


(i)
at cost;


(ii)
at carrying value/book value; and


(iii)
at market value).
There were no purchases or disposals of quoted securities for the current quarter and financial year-to-date.

20.
(a)
The status of corporate proposals announced but not completed at the latest practicable date which shall not be earlier than 7 days from the date of issue of the quarterly report.

(b)
Where applicable, a brief explanation of the status of utilisation of proceeds raised from any corporate proposal).
There were no corporate proposals announced but not completed as at 29 May 2003 (the latest practicable date which shall not be earlier than 7 days from the date of issue of this quarterly report).

21.
(The group borrowings and debt securities as at the end of the reporting period:-


(a)
Whether secured or unsecured, and a breakdown between secured and unsecured, if applicable;


(b)
Breakdown between short term and long term borrowings; and


(c)
Whether denominated in foreign currency, and a breakdown of the debt/borrowings in each currency, if applicable).

As at 31 March 2003, the Group borrowings were as follows:

	
	Type of Short Term Loan (Secured)
	Total

RM’000

	
	Revolving Credit
	        122,650

	
	Overdraft
	-

	
	Total
	122,650


All borrowings are denominated in Ringgit Malaysia.

22.
(A summary of off balance sheet financial instruments by type and maturity profile at the latest practicable date which shall not be earlier than 7 days from the date of issue of the quarterly report, including the following information:-


(a)
the face or contract amount (or notional principal amount if there is no face or contract amount); and

(b)
the nature and terms, including at a minimum, a discussion of:


(i)
the credit and market risk of those instruments;


(ii)
the cash requirement of those instruments; and

(iii) the related accounting policies).

There were no off balance sheet financial instruments as at 29 May 2003 (the latest practicable date which shall not be earlier than 7 days from the date of issue of this quarterly report).

23. (Changes in material litigation (including status of any pending material litigation) since the last annual balance sheet date which shall be made up to a date not earlier than 7 days from the date of issue of the quarterly report).

There were no pending material litigation as at 29 May 2003 (a date not earlier than 7 days from the date of issue of this quarterly report) since the last annual balance sheet date except as mentioned in Note 12.

24.
(Dividend: To be completed if a decision regarding dividend has been made.  (State whether dividend amount is before tax, net of tax or tax exempt and if before tax or net of tax, state the tax rate):

(a)



(i)
an interim/final ordinary dividend has/has not been declared/recommended;


(ii)
the amount per share … sen;


(iii)
the previous corresponding period … sen;


(iv)
the date payable …; and


(v)
in respect of deposited securities, entitlement to dividends will be determined on the basis of the record of depositors as at … dd/mm/yyyy; and


(b)
the total dividend for the current financial year … sen.

The Board of Directors is not recommending any interim dividend for the current quarter and financial year-to-date.

25.
(To disclose the following in respect of earnings per share:-


(a)
the amount used as the numerator in calculating basic and diluted earnings per share and a reconciliation of those amounts to the net profit or loss for the reporting period; and

(b) the weighted average number of ordinary shares used as the denominator in calculating basic and diluted earnings per share, and a reconciliation of these denominators to each other).

	
	Current Quarter

31 Mar 2003
	Cumulative period

31 Mar 2003

	
	
	

	Net profit for the financial period (RM’000)
	3,323
	3,323

	
	
	

	Weighted average number of ordinary shares in issue (‘000)
	231,589
	231,589

	
	
	

	Basic earnings per share (sen)
	1.43
	1.43

	
	
	


Diluted earnings per share

The ESOS expired on 18 March 2003.  As at 31 March 2003, there was no unissued ordinary shares outstanding under its Employees’ Share Option Scheme (“ESOS”) for eligible employees and Executive Directors of the Group.  There was no dilutive potential ordinary shares at the end of the current quarter and financial year-to-date.  Accordingly, diluted earnings per share is not presented in the current quarter and financial year-to-date financial statements.
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