Gamuda Berhad (Company No. 29579-T)

Quarterly Report On Consolidated Results 

For The Financial Quarter Ended 30 April 2007

Notes To The Financial Statements


1.
Basis of Preparation

a) The interim financial report is unaudited and has been prepared in accordance with 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 2006.

c) The significant 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 2006, except for the adoption of the following new/revised Financial Reporting Standards (“FRS”) which are effective for the financial year beginning 1 August 2006

FRS 2
Share-based Payment

FRS 3
Business Combinations (Note)

FRS 5
Non-current Assets Held for Sale and Discontinued Operations

FRS 101
Presentation of Financial Statements

FRS 102
Inventories

FRS 108
Accounting policies, Changes in Estimates and Errors

FRS 110
Events after the Balance Sheet Date

FRS 116
Property, Plant and Equipment 

FRS 121
The Effects of Changes in Foreign Exchange Rates

FRS 127
Consolidated and Separate Financial Statements

FRS 128
Investment in Associates

FRS 131
Investment in Joint Ventures

FRS 132
Financial Instruments: Disclosure and Presentation

FRS 133
Earnings Per Share

FRS 136
Impairment of Assets

FRS 138
Intangible Assets

FRS 140
Investment Property


The Group has not adopted the following FRSs which are effective for the financial period beginning on or after 1 August 2007: 

FRS 117
Leases

FRS 124
Related Party Disclosures

The adoption of FRS 3, 5, 102, 108, 110, 116, 121, 127, 128, 131, 132, 133, 136 and 138 does not have significant financial impact on the Group. 

Note :
Goodwill attributable to the acquisition of a water concession and quarry lease are finite in nature. Both balances are to be charged out over the remaining concession and lease period respectively.

The principal effects of the changes in accounting policies resulting from the adoption of the other new/ revised FRSs are as follows:

(i) FRS 2 : Share based payment

The Company operates an equity-settled share-based compensation plan, namely the Gamuda Berhad Employee Share Options Scheme (“ESOS”), that allows the Group’s eligible employees to acquire ordinary shares in the Company.

With the adoption of FRS 2, the total fair value of the share options granted to employees is recognised as employee cost in the income statement with a corresponding increase in the share option reserve within equity over the period of the ESOS. The fair value of the share options is measured at grant date and takes into account the probability that the share options will vest. The fair value of the share options is computed using a valuation model consistent with the generally accepted valuation methodologies for pricing financial instruments. The amount recognised in share option reserve shall be transferred to share premium as and when the share options are exercised.

Prior to 1 August 2006, no employee cost was recognised in the income statement for share options granted as the standard has not come into effect then.

The financial impact to the Group arising from this change in accounting policy is illustrated in Statements of Changes in Equity.

(ii)
FRS 101 : Presentation of Financial Statements

The adoption of the revised FRS 101 has affected the preparation of minority interests, share of results in associates and other disclosures.

In the consolidated balance sheet, minority interest is now presented within total equity. In the consolidated income statement, minority interests are presented as an allocation of the total profit or loss for the period. A similar requirement is also applicable to the statement of changes in equity. FRS 101 also requires disclosure, on the face of the statement of changes in equity, total recognised income and expenses for the period, showing separately the amounts attributable to equity holders of the Company and to minority interest. 

Share of results in associates is now disclosed net of tax prior to arriving at the Group’s profit before taxation in the consolidated income statement.

The current period’s presentation of the Group’s financial statements presentation is based on the revised requirements of FRS 101.

(iii)
FRS 140 : Investment Property

With the adoption of the new FRS 140, properties held for rental or capital appreciation have been reclassified to investment properties. Investment properties are stated at cost less accumulated depreciation and impairment losses. 

Prior to 1 August 2006, these properties were classified under Property Development Cost in the balance sheet. The above change in accounting policy has been accounted for retrospectively and in accordance with the transitional provision of FRS 140, the Group has made the following reclassifications in the comparative figures.

	
	As previously stated
	
	Reclassification
	
	As restated

	Balance Sheet
	RM’000
	
	RM’000
	
	RM’000



	As at 31 July 2006
	
	
	
	
	

	
	
	
	
	
	

	Property development cost
	38,446
	
	(1,176)
	
	37,270

	Investment properties
	-
	
	       1,176
	
	1,176

	
	
	
	
	
	


The adoption of FRS 140 has resulted in the property development cost and investment properties carrying amount currently stated as follows:

	
	Before 

FRS 140
	
	Adjustment
	
	After

FRS 140

	Balance Sheet
	RM’000
	
	RM’000
	
	RM’000



	As at 30 April 2007
	
	
	
	
	

	
	
	
	
	
	

	Property development cost
	233,989
	
	(1,176)
	
	232,813

	Investment properties
	-
	
	       1,176
	
	1,176

	
	
	
	
	
	


d) The effects to the Group’s comparative figures on adoption of the above FRS 131 is as follows:

	
	As previously stated
	
	Reclassification
	
	As restated

	
	RM’000
	
	RM’000
	
	RM’000

	
	
	
	
	
	

	Income Statement
	
	
	
	
	

	Quarter ended 30 April 2006
	
	
	
	
	

	Revenue
	249,838
	
	3,365
	
	253,203

	Operating expenses
	(224,140)
	
	(3,736)
	
	(227,876)

	Other income
	4,255
	
	24
	
	4,279

	Profit from operations
	29,953
	
	(347)
	
	29,606

	Finance costs
	(3,254)
	
	(339)
	
	(3,593)

	Interest income
	3,033
	
	46
	
	3,079

	Share of results of associated 

  companies
	34,280
	
	(8,451)
	
	25,829

	Profit before tax
	64,012
	
	(9,091)
	
	54,921

	Income tax expense
	(19,635)
	
	9,091
	
	(10,544)

	Profit for the period
	44,377
	
	-
	
	44,377


	
	As previously stated
	
	Reclassification
	
	As restated

	
	RM’000
	
	RM’000
	
	RM’000

	Income Statement
	
	
	
	
	

	Period ended 30 April 2006
	
	
	
	
	

	Revenue
	786,536
	
	54,254
	
	840,790

	Operating expenses
	(698,755)
	
	(49,191)
	
	(747,946)

	Other income
	10,527
	
	31
	
	10,558

	Profit from operations
	98,308
	
	5,094
	
	103,402

	Finance costs
	(9,883)
	
	(967)
	
	(10,850)

	Interest income
	9,396
	
	98
	
	9,494

	Share of results of associated 

  companies
	98,286
	
	(32,034)
	
	66,252

	Profit before tax
	196,107
	
	(27,809)
	
	168,298

	Income tax expense
	(58,700)
	
	27,809
	
	(30,891)

	Profit for the period
	137,407
	
	-
	
	137,407


2.
Audit Report of Preceding Annual Financial Statements

The audit report of the Group’s annual financial statements for the year ended 31 July 2006 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  32,379,000 and 160,488,000 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.

[image: image1.emf]Engineering 
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segment

Elimination Total

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

9 months period ended

30 April 2007

Revenue

External 635,125           291,873           67,268             -                   994,266          

Inter segment 81,543             -                   -                   (81,543)            -                  

716,668           291,873           67,268             (81,543)            994,266          

Segment results

Segment results before amortisation 23,839             47,712             33,934             -                   105,485          

Amortisation of concession rights -                   -                   (1,752)              (1,752)             

Profit from operations 23,839             47,712             32,182             -                   103,733          

Finance costs (3,534)              (4,408)              (3,572)              -                   (11,514)           

Interest income 11,014             3,264               258                  -                   14,536            

Share of results of associated 

  companies -                   11,070             73,737             -                   84,807             

Profit before tax

31,319             57,638             102,605           -                   191,562          

Percentage of segment results

16% 30% 54%

Income tax expense

(36,967)           

Profit for the period 154,595          

Attributable to:-

  Equity holders of the Company 138,757          

  Minority interests 15,838            

154,595          


8.
Dividends Paid

	
	9 months ended

30 April

	
	

	
	2007
	2006

	
	RM’000
	RM’000

	Interim Dividend
	
	

	For the year ending 31 July 2007: 23% less 27% taxation (2006: 7.0 sen less 28% taxation)
	158,850
	37,963

	Final Dividend
	
	

	For the year ended 31 July 2006: 9.0 sen less 27% taxation (2005: 9.0 sen less 28% taxation)
	54,439
	48,809


9.
Valuation of Property, Plant and Equipment

The valuation of land and buildings has been brought forward without amendment from the previous audited financial statements.

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

The changes of the Group for the current quarter ending 31 July 2007 are as follows:

On 29 November 2006, Gamuda Saudi Arabia L.L.C. (“Gamuda Saudi Arabia”) was incorporated with issued and paid-up share capital of 10,000 shares of Saudi Riyals (“SR”) 50 each. With this incorporation, Gamuda Saudi Arabia will be an effectively wholly-owned subsidiary of Gamuda Berhad by the subscription of 9,000 shares of SR50 each at par representing 90% of the issued and paid-up share capital of Gamuda Saudi Arabia. The remaining 10% of the issued and paid-up share capital by the subscription of 1,000 shares of SR50 each by Gamuda Engineering Sdn Bhd, a wholly-owned subsidiary of Gamuda Berhad. Gamuda Saudi Arabia’s intended principal activity is construction.

On 8 January 2007, Gamuda Berhad (“Gamuda”) acquired ordinary shares in the following companies :-

	Company
	Number of shares acquired
	Cash consideration
	Principal activities

	Pedoman Selesa Sdn Bhd (“PSSB”)
	2 ordinary shares of RM1 each
	RM2
	Presently dormant. Intended to be a property investment and development company.

	Warna Sempurna Sdn Bhd (“WSSB”)
	2 ordinary shares of RM1 each
	RM2
	Presently dormant

	Jiwa Rangkaian Sdn Bhd (“JRSB”)
	2 ordinary shares of RM1 each
	RM2
	Presently dormant


Following from the acquisitions, PSSB, WSSB, and JRSB will become wholly-owned subsidiaries of Gamuda.

12.
Changes in Contingent Liabilities or Contingent Assets

	
	30 Apr 2007

RM’000


	31 Jul 2006

RM’000

	Performance and retention sum guarantees
	356,038
	342,097


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 RM297.3 million and RM68.3 million respectively as compared to RM253.2 million and RM54.9 million respectively in the corresponding preceding quarter. 

For the current year to date, the Group recorded revenue and profit before tax of RM994.3 million and RM191.6 million respectively as compared to RM840.8 million and RM168.3 million respectively in the corresponding preceding period. The increase in revenue and profit before tax is mainly due to higher contribution from the property development division and the water related and expressway concessions division.

14.
Comparison with Immediate Preceding Quarter’s Results

For the current quarter under review, the Group recorded profit before tax of RM68.3 million as compared to RM60.1 million in the immediate preceding quarter. The higher profit before tax is attributable to higher contribution from the property development division and the water related and expressway concessions division.

15.
Current Year Prospects

On 6 June 2007, MMC Corporation Berhad-Gamuda Berhad JV, a 50%-50% joint venture between the companies (“The Joint Venture”), received a letter from Economic Planning Unit of the Prime Minister’s Department confirming the Government of Malaysia’s (“Government”) approval of the Joint Venture’s proposal to implement the Electrified Double Tracking Project from Ipoh to Padang Besar on a private financing initiative basis. The Government and the Joint Venture have commenced negotiations on the terms of the agreement.

The commencement of works on the newly secured project, the Sitra Causeway Bridges Project in the Kingdom of Bahrain, and higher construction progress of “Dukhan Highway Project” and “The Provision of Airfield Paving, Tunnel and Detention Ponds Works” for the New Doha International Airport Project in the State of Qatar are expected to enhance the construction division’s activity. Also, construction work on Nam Theun 1 Hydroelectric Power Project in Laos has commenced.

The property development division’s joint venture with UEM Land Sdn Bhd, to undertake and carry out a mixed residential and golf club development on 1,200 acres of land in Bandar Nusajaya, known as Horizon Hills, has launched its maiden products in early March 2007. The project received very good response from interested buyers.

The property development division has completed the acquisition of the parcel of freehold land in Kajang (366 acres), known as Jade Hills which is expected to launch its maiden products by October 2007. The division has acquired approximately 2 acres of freehold land at Jalan Madge in Kuala Lumpur which is to be developed into luxury condominium units complete with state of the art facilities. 

Gamuda had been granted approval to carry out the implementation of a proposed fully integrated mixed development at Yenso Park in the city of Hanoi, Vietnam from the Hanoi People’s Committee (“HPC”). HPC and Gamuda have commenced negotiations on the terms of the development agreement.

Together with its ongoing property developments in Kota Kemuning, Valencia and Bandar Botanic and the intention to further increase its landbank, the earnings from the property development division are expected to grow strongly in line with the Group’s performance.

With effect from 1 January 2007, the Government has approved the new toll rates of several expressway concessions including Lebuhraya Damansara Puchong and Shah Alam Expressway. On 14 May 2007, the Stormwater Management and Road Tunnel (SMART) was officially opened to traffic and tolling has commenced with effect from 15 June 2007. Therefore, the water related and expressway concessions division will have a positive impact on the Group’s performance for the remaining period of the year.
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

30 April
	9 months ended

30 April

	
	2007

RM’000
	2006

RM’000
	2007

RM’000
	2006

RM’000

	
	
	
	
	

	Malaysia income tax
	16,982
	10,544
	36,967
	30,891


The Group’s effective tax rate (excluding the results of associates which are equity accounted net of tax) for the current period is higher than the statutory tax rate.

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

There is no sale of investments for the current financial period under review.

19.
Quoted Investments 

There were no transactions on quoted investments in the current financial period under review.

20.
Status of Corporate Proposal Announced

There is no corporate proposal announced but not completed at a date not earlier than 7 days from the issue of this report.

21.
Group Borrowings and Debt Securities

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

	
	Foreign
	RM

	
	Currency
	Equivalent

	
	‘000
	‘000

	Short Term Borrowings
	
	

	
	
	

	Bonds (Nominal amount of 3% Redeemable 

  Unsecured Bonds 2000/2007)
	
	400,000

	Revolving Credit Facility (Unsecured)
	
	

	- denominated in Taiwan Dollar (“TWD”)
	300,000
	33,332

	- denominated in US Dollar (“USD”)
	73,075
	262,005

	- denominated in Ringgit Malaysia (“RM”)
	
	65,000

	
	
	760,337

	
	
	

	Long Term Borrowings

  Medium Term Notes (Bandar Botanic)
	
	300,000

	Term Loan
	
	150,000

	
	
	450,000

	
	
	

	Total
	
	1,210,337


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”) 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 (“Performance bond”). 

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

In response to the Interim Order, the Joint Venture on the same date made an application to the High Court to set it aside. The High Court 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 Guaranteed Sum be placed with the Joint Venture’s solicitors as stakeholder. On 26 January 2007, the Interim Order was dismissed and discharged by the High Court. With the dismissal and discharge, the stakeholder released the Guaranteed Sum to the Joint Venture and the Joint Venture is now at liberty to utilise the said proceeds. On 6 February 2007, W&F filed an appeal against the dismissal. The case is still pending the courts to set down for trial. No hearing date has been fixed so far.

Other than the above litigation, there is no other material litigation 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 a second interim dividend in respect of financial year ending 31 July 2007 as follows:

i) A second interim dividend of 23.00 sen per ordinary share less 27% taxation;

ii) Dividend payable on 30 July 2007;

iii) In respect of deposited securities, entitlement to dividends to be determined on the basis of the record of depositors as at book closure on 19 July 2007 . 

b.)
The total dividend per share declared for the current financial year is 46.00 sen less 27% taxation (2006: Interim dividend of 7.00 sen less 28% taxation)

25. Earnings Per Share

	
	Current Quarter

30 April

2007
	Current 

Year To Date 

30 April

2006

	Basic


	
	

	Net profit attributable to shareholders (RM’000)
	45,022
	138,757

	
	
	

	Number of ordinary shares in issue as at 1 August 2006 (’000)
	753,232
	753,232

	Effect of shares issued during the period (’000)
	146,707
	62,812

	Weighted average number of ordinary shares in issue (’000)
	899,939
	816,044

	
	
	

	Basic earnings per ordinary share (sen)
	5.00
	17.00

	
	
	

	Diluted
	
	

	
	
	

	Net profit attributable to shareholders (RM’000)
	45,022
	138,757

	
	
	

	Weighted average number of ordinary shares in issue (’000)
	899,939
	816,044

	- Assumed shares issued from exercise of ESOS (’000)

- Assumed shares issued from exercise of Warrants 2001/2007 (‘000)
	13,674

18,364
	8,249

11,615

	Adjusted weighted average number of ordinary shares


for calculating diluted earnings per ordinary share (’000)
	931,977
	835,908

	
	
	

	Fully diluted earnings per ordinary share (sen)
	4.83
	16.60


Report Dated:  25 June 2007
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