UNISEM (M) BERHAD (Company No. 183314-V)
ANNOUNCEMENT OF UNAUDITED QUARTERLY RESULTS

FOR THE FIRST FINANCIAL QUARTER ENDED 31 MARCH 2000

HUNZA PROPERTIES BERHAD 

(Company No. 461624-X)
Notes to the Interim Financial Report:-             


A. Explanatory Notes to the Interim Financial Statements as required by FRS134

A1.
Basis of preparation

The interim financial report is unaudited and has been prepared in accordance with FRS134 Interim Financial Reporting (formerly known as MASB 26).

The interim financial report should be read in conjunction with the audited financial statements of Hunza Properties Berhad Group (“the Group”) for the year ended 30 June 2005.

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the financial statements for the year ended 30 June 2005.

A2.
Declaration of audit qualification

There was no qualification on the report of the auditors on the annual financial statements of the Company for the immediate preceding financial year ended 30 June 2005.

A3.
Seasonal or cyclical factors


The business operations of the Group have not been significantly affected by seasonal or cyclical  factors, except being a property development concern, it is highly correlated to the nation’s economy. 

A4.
Unusual items

There were no items affecting assets, liabilities, equity, net income or cash flows that are unusual because of their nature, size, or incidence for the financial period under review.
A5.
Changes in estimates
There were no material changes in estimates for the financial period under review.

A6.
Debt and equity securities
Number of treasury shares brought forward from last financial year ended 30 June 2005 was 1,065,100 at cost of RM1,696,332. During the period, Hunza Properties Berhad(“HPB”) has bought back  513,100 treasury shares at the price of RM1.26 to RM1.39 from 1 August 2005 to 28 September 2005. The total consideration paid was RM685,215. There were no share cancellations and resale of treasury shares during the period. Subsequent to quarter ended 30 September 2005 till 18 November 2005, HPB has bought back 282,000 treasury shares at the price of RM1.24 to RM1.32 for a total consideration of RM364,795.

As at 30 September 2005, a total of 4,297,900 ordinary shares had been allotted to employees of the Group under the Employee Share Option Scheme (“ESOS”) since the inception of this scheme in November 2001. 

As at 30 September 2005, a total of 283,400 ESOS which had been granted to employees of the Group remain unexercised. This figure is inclusive of adjustments made to the number of options as well as exercise prices following the rights issue. 

No shares were allotted to the employees of the Group subsequent to the quarter ended 30 September 2005 arising from exercise of ESOS. 

A7.
Dividend


No dividend was paid during the period under review. However, see B13 on “Proposed Dividend” for financial year ended 30th June 2005.

A8.
Segmental information

	
	Turnover
	
	Profit / (Loss) before tax

	
	Current 

period to date 

ended

30.09.2005
	Corresponding 

period to date 

ended

30.09.2004
	
	Current 

period to date

 ended

30.09.2005
	Corresponding

period to date

 ended

30.09.2004

	
	RM’000
	RM’000
	
	RM’000
	RM’000

	
	
	
	
	
	

	Property development
	23,620
	27,335
	
	7,151
	8,276

	Trading 
	2,438
	6,341
	
	19
	372

	Investment holding
	205
	263
	
	25
	(38)

	
	26,263
	33,939
	
	7,195
	8,610

	Elimination
	(256)
	(273)
	
	              (147)
	(174)

	Total
	26,007
	33,666
	
	7,048
	8,436

	
	
	
	
	
	


A9.
Valuations of property, plant & equipment 

The value of land and buildings has been brought forward, after a revaluation exercise carried out on 15 May 2005 in previous period by an independent firm of professional valuers using “open market value with existing use” basis. This is in line with our policy that freehold land, freehold office units and apartments and buildings stated at valuation are revalued at regular intervals of at least once in every five years. The increase in the carrying amount arising from the revaluation has been dealt with in the accounts for the financial year ended 30 June 2005.
A10.
Material events subsequent to the interim reporting period

There are no material events subsequent to the end of the period reported on that have not been reflected in the financial statement for the said period.

A11.
Changes in the composition of the Group
There were no changes in the composition of the Group for the current quarter.

A12.
Contingent liabilities 
HPB has given a corporate guarantee to Bumiputra-Commerce Bank Berhad for banking facilities amounting to RM25 million granted to Diamaward (M) Sdn Bhd (“DSB”). The banking facilities are secured by first party first legal charge over three parcels of DSB’s land and RM800,000 fixed deposit placed by DSB under lien to the Bank. These form part of the RM35 million financial assistance to DSB. See B9 for further details.

B.
Additional information required by the listing requirements of Bursa Malaysia Securities Berhad

B1.
Performance review of the Group 

For the financial period ended 30 September 2005, the Group recorded a decrease in profit before tax of RM1.4 million or 16% as compared to prior corresponding quarter ended 30 September 2004. This is mainly due to:

(i) Our flagship project, Bandar Putra Bertam Phase 2A (of our 70% owned subsidiary, Bandar Kepala Batas Sdn Bhd “BKB”), which has been receiving favorable response was almost 100% completed with 85% sold in prior corresponding quarter. 

(ii) The high-end project-Alila at Tanjung Bungah in Penang, which was officially launched recently on 29 September 2005, would be contributing in a not insignificant manner to the Group’s profit only in coming quarters.

However, looking at the bottom line, the net profit is similar with prior corresponding quarter at RM4.3 million. This is because revenue and profit recognised from BKB in prior corresponding quarter was relatively higher, thereby leading to a higher minority interest share of that quarter’s profits.

B2.
Material changes in the quarterly results as compared with preceding quarter
HPB recorded a net profit of RM4.3 million for the 1st quarter ended 30 September 2005, as compared to RM5.6 million for the preceding quarter ended 30 June 2005. The result was higher for the previous quarter mainly because in 4th quarter ended 30 June 2005, there was sales of surplus soil amounting to RM2.5 million (see 4th quarter report dated 26 August 2005). Such sales have reduced significantly as the project has now entered into its construction at piling and foundation stage.  

B3.
Prospects for the current financial year

With the pace of rapid development in Bandar Putra Bertam, as well as the official launch of the high-end project at Tanjung Bungah and upcoming launching of Seputeh ( a landed project developing three storey semi-detached and bungalows ) in Kuala Lumpur, the Group is confident of a strong performance ahead for financial year 2005/2006.

B4.
Variance of actual profit from forecast profit

Not applicable. The group has not published any profit forecast nor profit guarantee.
B5.
Taxation
	
	Individual Quarter
	
	Cumulative Quarter

	
	Current 

Quarter 

Ended
	Corresponding quarter

ended
	
	Current 

Period to date ended
	Corresponding 

Period to date

 Ended

	
	30.09.2005
	30.09.2004
	
	30.09.2005
	30.09.2004

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

	
	
	
	
	
	

	Income Tax Payable
	         (2,088)
	 (2,494)
	
	        (2,088)
	(2,494)

	Deferred Tax
	       24
	       33
	
	       24
	      33

	
	    (2,064) 
	(2,461)
	
	(2,064)
	(2,461)


The effective tax rate of the Group is slightly higher than that of the statutory rate due to certain expenses being disallowed for tax purposes.

B6.
Profits on sale of unquoted investments and/or properties

There was no sale of unquoted investments or properties for the current financial period to date.

B7.
Quoted securities

On 26 and 27 September 2005, HPB has invested in securities listed on Bursa Malaysia Securities Berhad. The investment as at 30 September 2005 is as follow:

(i)
at cost

:
RM203,694

(ii) 
at book value
:
RM203,694

(iii)
at market value
:
RM202,800
B8.
Status of corporate proposals
i) Acquisition of properties by Hunza Properties (Penang) Sdn. Bhd (HPP), a wholly-owned  subdiriary of Hunza Properties Berhad (HPB)


As announced on 7 December 2004, HPP entered into a Sale and Purchase Agreement ("SPA") with The Federation of Malaya of the Christian Brothers’ (“FMCB”) Schools for the proposed acquisition of all that six (6) pieces of contiguous freehold land known as Lots Nos. 39, 296, 1237, 1238, 2347 and 2349, all of Section 1, Town of George Town, North East District of Penang (Daerah Timur Laut) held under Grant (First Grade) Nos. 15693, 52573, 15741, 15742, 9074 and 9076, respectively (collectively referred to as the "Land") together with two (2) main double/three-storey buildings and four (4) detached single/double-storey buildings (collectively referred to as the "Buildings") for a cash consideration of RM97,858,640. The Land covering an aggregate area of approximately 10.21 acres is situated along Gurney Drive. (The Land together with the Buildings are collectively referred to as the "Properties"). Note that acquisition of the Land was subject to a tenancy agreement entered into between FMCB and I.S.P. Schools Association (ISP) which expired on 31 July 2005 (Tenancy Agreement).


The Proposed Acquisition was conditional upon approvals being obtained from the following:
(a) the Foreign Investment Committee (“FIC”) ; and
(b) the shareholders of HPB at an Extraordinary General Meeting (“EGM”) to be convened. 

On 19 January 2005, HPB announced that the FIC has approved the Proposed Acquisition via FIC’s letter dated 11 January 2005. The approval is subject to the conditions, the details of which  are disclosed in the said announcement. 

Shareholders of HPB have approved the said acquisition of properties at the Extraordinary General Meeting (“EGM”) held on 22 March 2005. Accordingly, a public announcement was made by CIMB on behalf of HPB on even date. 

On 17 June 2005, HPP entered into a Supplemental Agreement (SA) with FMCB in response to ISP’s appeal for an extension of the Tenancy Agreement. The SA results in the following:

(a) Extension of the completion date of the Proposed Acquisition from 6 September 2005 to 6 August 2006; and

(b) Postponement of the charging of the interest on the remainder balance purchase price.

Accordingly, a public announcement has been made by the CIMB on behalf of HPB on even date. Thus, kindly refer to the said announcement for further details.

As at the date of this report, RM48,929,341 representing 50% of the total consideration has been paid, which has been taken up under other receivable and prepaid expenses.

ii) Utilisation of proceeds raised from Private Placement

Proceeds amounting to RM13,700,000 was utilised to defray expenses pertaining to private placement and fund working capital of HPB group, in accordance with SC’s approval. HPB had fully utilised the proceeds of the private placement in the following manner:

	
	Amount Utilised

RM’000

	Expenses pertaining to private placement
	    230

	Advances given to subsidiaries * as their working capital, primarily for payments to business suppliers and contractors 
	13,470

	Total
	13,700


* Relates mainly to the subsidiary companies as stated below: - 

(i) Hunza Properties (North) Sdn. Bhd. for Alila project in Penang.

(ii) Hunza Properties (Wilayah) Sdn. Bhd. for Mutiara Seputeh project in Kuala Lumpur.

(iii) Bandar Kepala Batas Sdn. Bhd. for Bandar Putra Pertam project in Penang.

(iv) Hunza Trading Sdn. Bhd. for payment to suppliers of building materials.

B9.
Provision of financial assistance
Pursuant to paragraph 8.23 (1)(ii) and PN No.11/2001 of the Bursa Securities Listing Requirements, Hunza Properties (North) Sdn. Bhd. (HPN) a wholly-owned subsidiary has agreed to provide an interest free financial assistance up to RM35 million (unsecured) to Diamaward (M) Sdn. Bhd.(DSB), a bumiputra real property company, for the purpose of financing the purchase and development of a sea-front property. HPN has been appointed as the project manager cum consultant for implementation of the high-end development project. As at 30 September 2005, HPN has advanced RM8.18 million to DSB.  Under the above arrangement, HPN is entitled to a share of the profit generated from the said development.  The financial assistance shall be repaid to HPN before DSB is entitled to its share of profit.

The above financial assistance had no material impact on the Group’s NTA and earnings for the financial year ending 30 June 2006. However, it is expected to contribute positively to the Group’s performance in the future.

B10.
Group borrowings 

	Short-Term Borrowings
	RM‘000
	RM‘000
	RM‘000

	
	Unsecured
	Secured
	Total

	
	
	
	

	Banker’s acceptances
	1,408
	-
	1,408

	Bank overdraft
	-
	1,508
	1,508

	Revolving credit
	-
	6,000
	6,000

	Long-term loans due within one year
	-
	4,000 *
	4,000

	
	1,408
	11,508
	12,916

	
	
	
	

	Long-Term Loans
	RM‘000
	RM‘000
	RM‘000

	
	
	
	

	Due within 2 – 5 years
	115,000
	16,000
	131,000

	Later than 5 years
	-
	-
	-

	
	115,000
	16,000
	131,000


* 
The term for repayment of 1st instalment of long-term loan has been revised from 1st September 2005 to 1st June 2006 as per acceptance of new offer letter dated 25th August 2005 granted by OCBC Bank (Malaysia) Berhad to Hunza Properties (Wilayah) Sdn Bhd, a wholly owned subsidiary.

All borrowings are denominated in Ringgit Malaysia. Those secured are by way of a fixed charge over one or a combination of land and other assets and covered by way of corporate guarantee as well as personal guarantees of certain directors of the borrowing subsidiaries. The bankers’ acceptances are covered by way of a negative pledge over all the assets of a subsidiary company and by way of corporate guarantee as well as personal guarantees of all directors of that subsidiary. 
The Group’s and the Company’s unsecured, long-term loans represent three collateralised loan obligations of RM40 million, RM45 million and RM30 million which are repayable on November 2007, June 2009 and September 2010 respectively. These loans bear interests at fixed rates of 6.5%, 6.85%, and 7.13% respectively per annum. These unsecured long-term loans of the Group and of the Company are covered by negative undertakings that the Company shall not incur, assume, guarantee or permit to exist any indebtedness without the prior consents of all persons to whom the Company has now or hereafter provided a negative pledge. As one of the conditions to the three collateralised loan obligations, the Company subscribed for subordinated bonds issued by specially incorporated corporations. The loans shall be repayable and payable by the Company in one lump sum on the last day of the tenor of the facilities. In the event the rating assigned to the Group by Malaysian Rating Corporation Berhad (MARC) falls below “BBB” or has been suspended or withdrawn, the facilities shall immediately be terminated, whereupon HPB shall be required forthwith on demand to prepay the loans together with the interest thereon and all monies payable or agreed to be payable by HPB.

The secured Group long-term loans obtained from local licensed bank bear interest rates at 1.5% per annum above the lending banks’ base lending rates.

The Group’s bankers’ acceptance bear interests at rates ranging from 1.25% to 2% per annum above the lending banks’ cost of funds, while revolving credit and overdraft bears interest at a rate of 1.5% and 1.5% to 2% respectively per annum above the lending bank’s base lending rates.
B11.
Off balance sheet financial instruments 
The group has no off balance sheet financial instrument.

B12.
Changes in material litigation 
Hunza Parade Development Sdn. Bhd. ("HPD") had on 25 July 2003 announced to the public via Bursa-Link its commencement of a civil Suit under Guaman No. 22-416-2003 Mahkamah Tinggi di Pulau Pinang (MT) against The Kwangtung and Tengchow Association Penang ("Kwangtung"), a society registered under the Societies Act, 1966.

The cause of action of the proceedings by HPD against Kwangtung is premised on the wrongful termination and repudiation of a Joint Venture Agreements ("JV Agreements") by Kwangtung which had the effect of preventing HPD from undertaking the development of a Commercial Block as stipulated in the agreements.
The claims made by HPD against Kwangtung in the subject proceedings are, inter alia for:

a. a sum of RM31,797,063 for loss of profits consequential upon the wrongful termination and repudiation of the JV Agreements;

b. a sum of RM4,730,037 being damages in respect of actual cost and expenses incurred by HPD pursuant to the JV Agreements.

Kwangtung has filed its Defence to the Claim by HPD and the matter is now pending case management which is fixed for hearing on 21 March 2006 and thereafter setting down for trial.

The solicitors for HPD have opined that HPD has a proper and valid cause of action against Kwangtung and has reasonable chances of succeeding in its claims against Kwangtung at the trial of the action.
B13.       Proposed Dividend 
The boards of directors proposed a first and final dividend of RM0.075 gross per ordinary share, less income tax at 28%, in respect of the current financial year. The proposed dividend if payable in respect of all outstanding ordinary shares in issue as of 30 June 2005 would amount to RM6,252,471. The dividend is subject to approval by the shareholders at the forthcoming Annual General Meeting of the company and thus has not yet been included as a liability in the financial statements.
B14.
Earnings per share

(a) Basic

Basic earnings per share is calculated by dividing the net profit for the period by the weighted average number of ordinary shares in issue during the period, excluding treasury shares held by the company.
	
	Individual Quarter
	Cumulative Quarter

	
	Current quarter ended

30.09.2005

RM’000
	Corresponding quarter ended

30.09.2004

RM’000
	Current quarter to date ended

30.09.2005

RM’000
	Corresponding quarter to

Date ended

30.09.2004

RM’000

	Net profit attributable to ordinary shareholders 
	4,284
	4,339
	4,284
	4,339

	
	
	
	
	

	Weighted average number of ordinary shares in issue
	114,525
	106,637
	114,525
	106,637

	
	
	
	
	

	Basic earning per ordinary share (sen)
	3.74
	4.07
	3.74
	4.07

	
	
	


B14.
Earnings per share (cont’d)
(b) Diluted

For the purpose of calculating diluted earnings per share, the weighted average number of ordinary shares in issue during the period have been adjusted for the dilutive effects of all potential ordinary shares, ie share options granted to employees and warrants.

	
	Individual Quarter
	Cumulative Quarter

	
	Current quarter ended

30.09.2005

RM’000
	Corresponding quarter ended

30.09.2004

RM’000
	Current quarter to date ended

30.09.2005

RM’000
	Corresponding quarter to

date ended

30.09.2004

RM’000

	Net profit attributable to ordinary shareholders 
	4,284
	4,339
	4,284
	4,339

	
	
	
	
	

	Weighted average number of ordinary shares in issue
	114,525
	106,637
	114,525
	106,637

	Effect of dilution:
	
	
	
	

	   Employee shares option 
	183
	270
	183
	270

	  Warrants *
	-
	155
	-
	155

	Adjusted weighted average number of ordinary shares in issue and issuable
	114,708
	107,062
	114,708
	107,062

	Basic earning per ordinary share (sen)
	3.73
	4.05
	3.73
	4.05


* Warrants is “antidilutive”, and therefore disregarded in the computation.

B15.
Cash and cash equivalents 


Cash and cash equivalents comprise the following: 

	
	Current 

Quarter ended

 30.09.2005
	
	Corresponding

Quarter ended

30.09.2004

	
	RM’000
	
	RM’000

	
	
	
	

	Cash and bank balances
	7,128
	
	9,077

	Short-term deposits with licensed banks *
	813
	
	28,965

	Bank overdrafts
	                (1,508)
	
	             -

	
	               6,433
	
	               38,042


*Short-term deposits with licensed banks are net of sinking funds and service charges placed on behalf of housebuyers.

B16.
Authorisation for issue


The interim financial statements were authorised for issue by the Board of Directors in accordance with a resolution of the Directors on 21 November 2005.
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