Gamuda Berhad (Company No. 29579-T)

Quarterly Report On Consolidated Results 

For The Financial Quarter Ended 31 January 2006

Notes To The Financial Statements


1.
Basis of Preparation

a) The interim financial report is unaudited and has been prepared in accordance with Financial Reporting Standards (formerly known as MASB Standards), FRS 134 - Interim Financial Reporting.

b) The interim financial report should be read in conjunction with the audited financial statements of the group for the year ended 31 July 2005.

c) The accounting policies and methods of computation adopted by the Group are consistent with those adopted in the preparation of the financial statements for the year ended 31 July 2005.

2.
Audit Report of Preceding Annual Financial Statements

The audit report of the Group’s annual financial statements for the year ended 31 July 2005 was not subject to any qualification.

3.
Seasonal or Cyclical Factors

The business operations of the Group are not affected by any significant seasonal or cyclical factors.

4.
Unusual Items

There are no unusual items affecting assets, liabilities, equity, net income or cash flows for the current quarter under review.

5.
Changes in Estimates

There are no changes in estimates of amounts reported previously that have any material effect in the current quarter under review.

6.
Changes in Debt and Equity Securities

There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities during the current financial period except for the issuance of 3,580,000 and 80,000 new ordinary shares of RM1 each, pursuant to the exercise of the Employees’ Share Option Scheme and conversion of warrants respectively.

7.
Segmental Reporting

Segment information is presented in respect of the Group’s business segment.
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Elimination Total

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

6 months period ended

31 January 2006

Revenue

External 301,597          135,624         22,862            76,615              -               536,698      

Inter segment 1,672              -                -                 61,100              (62,772)        -             

303,269          135,624         22,862            137,715            (62,772)        536,698      

Segment results

Segment results before amortisation 36,805            12,982           13,201            6,952                -               69,940        

Amortisation of goodwill and

  concession rights -                  -                (1,494)            (91)                   -               (1,585)        

Profit from operations 36,805            12,982           11,707            6,861                68,355        

Finance costs (6,629)             -                -                 -                   -               (6,629)        

Interest income 3,143              2,213             24                   983                   -               6,363          

Share of results of associates

 and jointly controlled entities

4,871              12,085           47,050            -                   -               64,006        

Profit before taxation

38,190            27,280           58,781            7,844                -               132,095      

Taxation

(39,065)      

Profit after taxation

93,030        

Minority interests (6,405)        

Net profit attributable to shareholders

86,625        


8.
Dividends Paid

	
	6 months ended

31 January

	
	

	
	2006
	2005

	
	RM’000
	RM’000

	
	
	

	For thFor the year ended 31 July 2005: Final dividend of 9.0 sen less 28% taxation (2004: Final dividend of 9.0 sen less 28% taxation and special dividend of 5.0 sen less 28% taxation)
	48,809
	Note 1



Note 1: Final dividend of 9.0 sen less 28% taxation and special dividend of 5.0 sen less 28% taxation for the year ended 31 July 2004 were paid on 2 February 2005.

9.
Valuation of Property, Plant and Equipment

The valuation of land and buildings has been brought forward without amendment from the previous annual report.

10.
Material Events Subsequent to Balance Sheet Date

There are no material events subsequent to the end of the quarter under review.

11.
Changes in Composition of the Group

There is no change in the composition of the Group for the quarter under review.

12.
Changes in Contingent Liabilities or Contingent Assets

	
	31 Jan 2006

RM’000


	31 Jul 2005

RM’000

	Performance and retention sum guarantees
	525,375
	487,184


The contingent liabilities mainly relate to advance payment guarantees and performance bonds for the construction projects undertaken by the Group.

13.
Review of Performance

For the current quarter under review, the Group recorded revenue and profit before tax of RM243.0 million and RM59.7 million respectively as compared to RM344.9 million and RM102.4 million respectively in the corresponding preceding quarter. The decrease in revenue and profit before tax is primarily due to the completion of construction works for stage 2 of Bukit Badong Water Treatment Plant and the slow down in the property division. 

14.
Comparison with Immediate Preceding Quarter’s Results

For the current quarter under review, the Group recorded profit before tax of RM59.7 million as compared to RM72.4 million in the immediate preceding quarter. The decrease in profit before tax is primarily due to the lower contribution from the construction division and the slow down in the property division.

15.
Current Year Prospects

The Group’s performance is expected to continue to be favourable for the remaining periods of the current financial year as the commencement of the construction of the Dukhan Highway and the New Doha International Airport projects in the State of Qatar and the ongoing projects including the Stormwater Management and Road Tunnel Project and the Mass Rapid Transit Project in Taiwan are expected to contribute positively to the Group’s performance.

The outlook for the property division remains challenging for the current financial year with the ongoing property developments in Kota Kemuning, Valencia and Bandar Botanic representing the bulk of the activities of the division.

The water and expressway divisions with their recurring income base are expected to continue to contribute positively to the Group’s performance.

16.
Variance from Profit Forecast and Profit Guarantee

This is not applicable to the Group.

17.
Tax Expense

	The taxation is derived as below:
	3 months ended

31 January
	6 months ended

31 January

	
	2006

RM’000
	2005

RM’000
	2006

RM’000
	2005

RM’000

	
	
	
	
	

	Company and subsidiaries
	8,167
	20,488
	18,993
	44,046

	Associated companies and 

   jointly controlled entities
	9,008
	8,878
	20,072
	17,726

	Total
	17,175
	29,366
	39,065
	61,772


The effective tax rate of the Group for the current quarter is slightly higher than the statutory tax rate due to certain expenses which are not deductible for tax purposes.

18.
Profits/(Losses) on Sale of Unquoted Investments and/or Properties

There is no sale of investments and / or properties for the current financial period under review.

19.
Quoted Securities 

d) The group has disposed quoted shares with sales proceed of RM4,018,000 which resulted in  profit on sale of investment amounting to RM2,110,000 at the end of the financial period under review.

e) The details of the investments in quoted shares as at 31 Jan 2006 are as follows:-

	
	RM’000



	Total investments at cost
	593

	Total investments at book value
	593

	Total investments at market value
	722


20.
Status of Corporate Proposal Announced

f) There is no corporate proposal announced but not completed at a date not earlier than 7 days from the issue of this report except as follows:-

The Company has entered into the following agreement:-

i) a sale and purchase agreement dated 20 December 2005 with The Sweet Water Alliance Sdn Bhd to acquire 17,000,000 ordinary shares and 230,000 cumulative redeemable preference shares representing 10% of the issued and paid-up capital of Splash Holdings for a total cash consideration of RM135,000,000.

On 2 March 2006, the Securities Commission has granted a waiver to Gamuda form the obligation to make a mandatory general offer under the Malaysian Code on Take-Overs and Mergers 1998, to acquire the remaining voting shares of Splash Holdings not held by the Company after the Proposed Acquisition.

The above Proposed Acquisition was completed on 15 March 2006.

g) The following are the status of utilisation of proceeds from the 3% Redeemable Unsecured Bonds 2000/2007 and Rights Issue Warrants proceeds as at end of the reporting period.

	
	Proposed
	Utilised

	
	RM’000
	RM’000

	Details of activities
	
	

	
	
	

	Repayment of borrowings
	115,000
	115,000

	Part payment for land acquisition (Bandar Botanic)
	60,000
	60,000

	Working capital
	100,700
	100,700

	Expenses of bonds issue
	4,300
	4,300

	Investment in Splash Holdings (Holding Company of Syarikat Pengeluar Air Sungai Selangor Sdn Bhd)
	120,000
	120,000

	Total
	400,000
	400,000


The proceeds from the 3% Redeemable Unsecured Bonds 2000/2007 and Right Issue Warrants had been fully utilised as at 31 October 2005.

21.
Group Borrowings and Debt Securities

The details of the Group’s borrowings as at end of current quarter are as follows:

	
	Foreign

Currency

‘000
	RM

Equivalent

‘000

	Short Term Borrowings

Revolving Credit Facility (Unsecured)

- denominated in Taiwan Dollar (“TWD”)


	TWD 450,000


	50,000



	
	
	50,000

	
	
	

	Long Term Borrowings

Bonds (Nominal amount of 3% Redeemable 

  Unsecured Bonds 2000/2007)
	
	400,000

	Medium Term Notes (Bandar Botanic)
	
	200,000

	
	
	600,000

	Total
	
	650,000


22.
Off Balance Sheet Financial Instruments

The Group has no off balance sheet financial instruments at a date not earlier than 7 days from the date of issue of this report.

23.
Material Litigation

By a notice dated 23 January 2006, MMC-Gamuda JV (“Joint Venture”) had terminated Wayss & Freytag (Malaysia) Sdn Bhd (“W&F”) as the sub-contractor for the North Tunnel of the Smart Tunnel Project. Following the termination, the Joint Venture demanded full payment of RM16,580,982 (“Guaranteed Sum”) on the guarantee given by W&F as the performance bond.

On 26 January 2006, Gamuda Berhad (“Gamuda”) has been served with an Ex-parte Interim Injunction Order (“Interim Order”) by the solicitors of W&F. The Interim Order restrains Gamuda and MMC Engineering Group Berhad (“MMC Engineering”) whether jointly or severally from receiving any monies under the Bank Guarantee issued by BNP Paribas Bank (“Bank”) until the disposal of the suit or further order from the Court. Alternatively, it requires Gamuda and MMC Engineering whether jointly or severally within twelve days of receipt of the Interim Order to pay back to the bank any moneys which they received under the Guarantee.

On 26 January 2006, the Joint Venture has made an application to the High Court to set aside the Interim Order. The High Court had on 6 February 2006 ordered that the Interim Order be stayed pending the full and final disposal of W&F’s claim and pending the said disposal, the Guranteed Sum be placed with the Joint Venture’s solicitors.

Management is confident  of a favourable outcome in this matter and that the dispute will not affect the completion of the Smart Tunnel Project.

23.
Material Litigation (Contd.)

Other than the above litigation, the status of which remained unchanged, there were no other material litigations since the last annual balance sheet date to a date not earlier than 7 days from the date of issue of this report.

24.
Dividend

a) The Board of Directors has declared an interim dividend in respect of financial year ending 31 July 2006 as follows:

i) Amount per share 7.00 sen less 28% taxation;

ii) Previous corresponding period 7.00 sen less 28% taxation;

iii) Date of dividend payment to be determined later;

iv) In respect of deposited securities, entitlement to dividends to be determined on the basis of the record of depositors as at book closure date to be determined later.


b) The total dividend per share for the current financial year is 7.00 sen less 28% taxation.

25.
Earnings Per Share

	
	Current Quarter

31 January

2006
	Current 

Year To Date 

31 January

2006

	Basic


	
	

	Net profit attributable to shareholders (RM’000)
	40,027
	86,625

	
	
	

	Number of ordinary shares in issue as at 1 August 2005 (’000)
	749,572
	749,572

	Effect of shares issued during the period (’000)
	3,598
	2,329

	Weighted average number of ordinary shares in issue (’000)
	753,170
	751,901

	
	
	

	Basic earnings per ordinary share (sen)
	5.31
	11.52

	Diluted


	
	

	Net profit attributable to shareholders (RM’000)
	40,027
	86,625

	
	
	

	Weighted average number of ordinary shares in issue (’000)
	753,170
	751,901

	- Assumed shares issued from exercise of Warrants 2001/2007 (’000)
	-
	3,964

	Adjusted weighted average number of ordinary shares


for calculating diluted earnings per ordinary share (’000)
	753,170
	755,865

	
	
	

	Fully diluted earnings per ordinary share (sen)
	5.31
	11.46
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