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 FRS 134 “Interim Financial Reporting” and Chapter 9 part K of the Listing Requirements of Bursa Malaysia Securities Berhad, and should be read in conjunction with the Group’s annual financial statements for the financial year ended 31 December 2004 (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 2004.

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 2004 was not subject to any qualification.

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

The Group’s operations are not subject 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, as no such estimates have been provided.

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

For the current financial year to-date, the Company bought back 51,200 shares.  The cumulative number of shares bought back to-date, including those bought back from previous financial years, amounted to 363,100 shares. 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:

	
	

	Cumulative no. of shares bought back
	363,100

	Total investments at cost
	                RM425,007

	Average buy-back cost per share
	                      RM1.17

	Total disposals of buy-back shares 
	                              Nil

	Market price per share @ 22-11-05 (Tuesday) 
	                      RM0.95

	Total market value of buy-back shares @ 22-11-05
	                   RM344,945



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).

A final dividend of 7.5 sen gross per ordinary share. less income tax  of 28% in respect of  the financial year ended 31 December 2004 was paid on 27 September 2005.  

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 2004.

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:-

a.
Subscription of subordinated bond amounting to RM2 million issued by CapOne Berhad pursuant to the Primary Collateralised Loan Obligations Programme, which provided an unsecured fixed rate term loan facility of RM20 million to the Group.

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

a.
UM Leisure Sdn Bhd, a wholly-owned subsidiary of United Malayan Land Bhd (UM Land), entered into a Joint Venture Agreement (JVA) with Ultrapolis 3000 Holding Bermuda Ltd (UPH) to, inter alia, manage Agarta Universe Sdn Bhd (Agarta Universe) which in turn was to develop and manage Agarta Universe Theme Park in Bandar Seri Alam, Johor.

Pursuant to the terms of the JVA, UM Land issued a conditional Letter of Guarantee of payment to Trans Resources Corporation Sdn Bhd (TRC) which was to undertake earthworks for Agarta Universe Theme Park under a contract with Sanwell Corporation (Sanwell), whose principal is Agarta Universe. Thereafter, Seri Alam Properties Sdn Bhd, a wholly-owned subsidiary of UM Land, signed an Agreement for Lease with Agarta Universe dated 9 December 1997 (Agreement for Lease).

TRC commenced a writ action in the Kuala Lumpur High Court claiming, inter alia, against UM Land for the payment of a sum of RM15,500,000 allegedly payable by UM Land under the Letter of Guarantee.   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.

Sanwell successfully applied to the High Court to stay the proceedings (Stay Order).  TRC and UM Land appealed against the Stay Order.   In TRC’s appeal, the Court of Appeal reversed the High Court’s decision and set aside the Stay Order.  Upon further appeal by Sanwell, the Federal Court reinstated the Stay Order on 20 May 2002. 

Following the Federal Court’s decision, the proceedings in the Kuala Lumpur High Court were adjourned sine die for the position between TRC and Sanwell to be referred to arbitration. 

Subsequently, TRC applied to the Kuala Lumpur High Court to vacate the Stay Order (Removal Application). The Removal Application was allowed by the High Court on 2 April 2004 with costs to be borne by Sanwell.     

With the Stay Order vacated, parties to the Kuala Lumpur High Court suit was to proceed to trial on TRC’s claim and UM Land’s Counterclaim.  The Kuala Lumpur High Court fixed the trial on 25 May 2005 and 26 May 2005.  

On 25 May 2005, UML and TRC have agreed, through an exchange of letters between their respective solicitors, to a settlement whereby UM Land will pay TRC a sum of RM15,500,000 as full and final settlement of the claims made against UM Land (Settlement).  The settlement sum will be satisfied through a combination of cash and properties in Bandar Seri Alam upon terms and conditions as agreed.  A formal Settlement Agreement will be entered into to give effect to the mechanics of this settlement.

Additionally, amongst others, the following declarations were also granted by Kuala Lumpur High Court on 27 May 2005:-

(a) that the JVA between UM Leisure Sdn Bhd and UPH is cancelled;

(b) that the Agreement for Lease between Seri Alam Properties Sdn Bhd and Agarta Universe is terminated; and

(c) that Agarta Universe is to indemnify UM Land of all consequence of the said Letter of Guarantee including the sum of RM15,500,000.

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 RM57.40 million and a profit before tax of RM13.18 million for the current quarter and a revenue of RM139.19 million and a profit before tax of RM21.38 million for the financial year-to-date under review. 

Revenue and profit of the Group were mainly contributed by new sales and existing billings from developments in Bandar Seri Alam in Johor, Bandar Seri Austin in Johor, Bandar Seri Putra in Bangi, Selangor and the Group’s niche developments, Seri Bukit Ceylon serviced residences and Suasana Sentral Loft condominiums in Kuala Lumpur. 

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 RM13.18 million for the current quarter under review.  This is an increase of RM12.13 million compared to that of the immediate preceding quarter (quarter ended 30 June 2005).  The increase in profit was mainly due to saving in development costs recognised during the current quarter and higher profit contribution from the Group’s niche development in Suasana Sentral Loft condominiums and new developments in Bandar Seri Austin.

	
	Quarter ended

30 Sep 2005

3 months’ results

(Jul’05–Sep’05)
	
	Quarter ended

30 Jun 2005

3 months’ results

(Apr’05–Jun’05) 
	
	Variance

	
	RM’000
	
	RM’ 000
	
	RM’000

	
	
	
	
	
	

	Profit before tax
	13,180
	
	1,054
	
	12,126


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).

The Malaysian economy expanded by 4.1% in 2Q of 2005. For the rest of the year, whilst Bank Negara Malaysia is confident of continued growth on the domestic front, there are uncertainties in the external environment, particularly in view of the high oil prices.

MIER expects the 3Q GDP to grow at 4% and a stronger 4Q growth closer to 5%, which would bring the year average to approximately 4.9% growth.


On the property front, the residential property market in Klang Valley is expected to slow down. In the southern region, there is a growing overhang of unsold units mainly due to increased supply.
In July 2005, the Group launched Bandar Seri Austin, a mixed development located in the growth corridor of Tebrau, Johor Bahru.  This development is expected to contribute positively to the Group’s profit over the next seven years.  


The Group will remain focused to stay ahead of the competitive property environment through innovative products and effective marketing strategies. 
The Directors expect the prospects for the remaining period of the financial year to be challenging.  

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

30 September 2005

RM ‘000
	Cumulative Period

30 September 2005

 RM ‘000

	
	
	

	Group
	
	

	Current tax
	3,532
	6,680

	Underaccrual of tax in prior years
	61
	61

	Deferred tax
	(743)
	(1,039)

	
	2,850
	5,702



The effective tax rates of the Group for the current quarter and year to-date were 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 (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 was 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 purchase 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 23 November 2005 (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 30 September 2005, the Group borrowings were as follows:

	Type of Short Term Loan (Secured)
	Total

RM’000

	Revolving Credit
	        85,455

	Overdraft
	8,125

	Term loan
	30,400

	Sub-total
	123,980

	
	

	Type of Long Term Loan 
	

	Term loan (Secured)
	89,600

	Term loan (Unsecured)
	20,000

	Sub-total
	109,600

	
	

	Total
	233,580


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 23 November 2005 (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 23 November 2005 (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.

(a)
(i)
an interim ordinary dividend has been declared;


(ii)
2.5 sen gross per ordinary share, less income tax of 28%;


(iii)
no interim dividend was declared in the previous corresponding period;


(iv)
the interim dividend will be payable at a date to be announced later; and


(v)
in respect of deposited securities, entitlement to dividends will be determined on the basis of the record of depositors as at a date to be announced later.

(b) the total dividend for the current financial year is 2.5 sen gross per ordinary share, less income tax of 28%.
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).

Basic earnings per share


Basic earnings per share of the Group is calculated by dividing the net profit for the period by the weighted average number of ordinary shares in issue during the period, excluding ordinary shares acquired by the Company and held as treasury shares.

	
	Current Quarter

30 September 2005
	Cumulative period

30 September 2005

	
	
	

	Net profit for the financial period (RM’000)
	7,845
	13,098

	
	
	

	Weighted average number of ordinary shares in issue (‘000)
	231,999
	232,017

	
	
	

	Basic earnings per share (sen)
	3.38
	5.65

	
	
	


Diluted earnings per share

For the diluted earnings per share calculation, the weighted average number of ordinary shares in issue is adjusted to assume conversion of all dilutive potential ordinary shares.  The Group’s dilutive potential ordinary shares are in respect of options over ordinary shares granted to employees.

In respect of options over ordinary shares granted to employees, a calculation is done to determine the number of ordinary shares that could have been acquired at fair value (determined as the average share price of the Company’s shares) based on the monetary value of the subscription rights attached to outstanding options over ordinary shares.  The number of ordinary shares calculated is compared with the number of shares that would have been issued assuming the exercise of the options over ordinary shares.  The difference is added to the denominator as an issue of ordinary shares for no consideration.  This calculation serves to determine the “bonus” element in the ordinary shares outstanding for the purpose of computing the dilution.  No adjustment is made to net profit for the period for the options over ordinary shares calculation.

Since the exercise price of options over ordinary shares are above the fair value of the Company’s ordinary shares as at the end of the financial year-to-date, the options over ordinary shares are non-dilutive.  Accordingly, diluted earnings per share information is not presented in the financial statements.
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