KUMPULAN PERANGSANG SELANGOR BERHAD



Company No. 23737-K

(Incorporated in Malaysia)

UNAUDITED INTERIM FINANCIAL STATEMENTS FOR THE FOURTH QUARTER 

ENDED 31 DECEMBER 2006


A. NOTES TO THE INTERIM FINANCIAL STATEMENTS

A1
Accounting policies and basis of preparation

The interim financial statements are unaudited and have been prepared in accordance with the requirements of Financial Reporting Standard (“FRS”) 134 “Interim Financial Reporting” and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad. The unaudited interim financial statements have been prepared under the historical cost convention.

The unaudited interim financial statements should be read in conjunction with the Group’s annual audited financial statements for the year ended 31 December 2005.

The accounting policies, method of computation and basis of consolidation applied in the unaudited interim financial statements are consistent with those adopted in the audited financial statements for the year ended 31 December 2005 except for the changes arising from the adoption of the following new/revised FRSs issued by MASB that are effective for the financial period beginning on or after 1 January 2006:

FRS 2
Share-based Payment

FRS 3 
Business Combinations

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
Investments in Associates

FRS 131
Interest 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

In addition to the above, the Group has also taken the option of early adoption of the FRS 117 Leases for the financial period beginning 1 January 2006. 

The adoption of FRSs 102, 108, 110, 121, 127, 128, 131, 132 and 133 does not have significant financial impact on the Group. The principal effects of the changes in accounting policies resulting from the adoption of the other new/revised FRSs are discussed below:

(a) FRS 2: Share-based Payment

This FRS requires an entity to recognise share-based payment transactions in its financial statements, including transactions with employees or other parties to be settled in cash, other assets, or equity instruments of the entity or entity’s parent or another entity in the same group as the entity.

The Company operates an equity-settled, share-based compensation plan for the eligible employees of the Company, the Kumpulan Perangsang Selangor Berhad Employee Share Options Scheme (“ESOS”).  Prior to 1 January 2006, no compensation expense was recognised in profit or loss for the share options granted.  With the adoption of FRS 2, the compensation expense relating to share options is recognised in profit or loss over the vesting periods of the grants with a corresponding increase in equity.  

Under the transitional provisions of FRS 2, this FRS need not be applied in full for share options that have been granted on or before 1 January 2005 except for certain disclosure requirements which would still be applicable or if the awards are modified in any manner after 1 January 2006. The Company has granted the above ESOS to its employees before 1 January 2005 and as such, no impact to the financial statements.

(b)
FRS 3: Business Combinations, FRS 136: Impairments of Assets and FRS 138: Intangible Assets

The new FRS 3 has resulted in consequential amendments to two others accounting standards, FRS 136 and FRS 138.  However, the Group have changed its accounting policies on impairment of assets and intangible assets which are in accordance with the FRS 136 and FRS 138 requirements with effect from 1 January 2004.

(c)
FRS 5: Non-current Assets Held for Sale and Discontinued Operation



The Group has applied FRS 5 prospectively in accordance with its transitional provisions, which has 

resulted in a change in accounting policy on the recognition of a discontinued operation.



An item is classified as held for sale if its carrying amount will be recovered principally through a sale 

transaction rather than continuing use. The assets and liabilities of a discontinued operation (disposal 

group) that are classified as held for sale are measured in accordance with FRS 5. Immediately 


before classification as held for sale, the carrying amount of all assets and liabilities in the disposal 


group is measured in accordance with the applicable FRSs. Then, on initial classification as held for 

sale, the disposal group is recognised at the lower of carrying amount and fair value less costs to sell.

During the financial year ended 31 December 2006, no component of the Group was discontinued or held for sale.

(d)    FRS 101: Presentation of Financial Statements

The adoption of the revised FRS 101 has affected the presentation of minority interest, share of net after tax results of associates and other disclosures. In the consolidated balance sheet, minority interests are 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 of equity.  FRS 101 also requires disclosure, on the 

face of the statement of changes of equity, total recognised income and expenses for the period, showing separately the amounts attributable to equity holders of the parent and to minority interest.

The current period’s presentation of the Group’s financial statements is based on the revised requirement of FRS 101, with the comparatives restated to conform with the current period’s presentation.

(e) FRS 116: Property, plant and equipment

The adoption of the revised FRS 116 requires the amount initially recognised in respect of an item of property, plant and equipment to be allocated to its significant parts and each such part to be depreciated separately. In such circumstances, the depreciation charge must be determined separately for each significant part of an item of property, plant and equipment. This has resulted to a change in accounting estimates for certain components of property, plant and equipment which has given rise to an additional depreciation charge of RM949,965.

(f)
FRS 117: Leases

The adoption of the revised FRS 117 has resulted in retrospective change in the accounting policy relating to the classification of leasehold land and buildings.  The up-front payments made for the leasehold land  represents prepaid lease payments and are amortised on a straight-line basis over the lease term.  

Prior to 1 January 2006, leasehold land was classified as property, plant and equipment. The reclassification of leasehold land as leasehold properties have been accounted for retrospectively and as disclosed in Note A2, certain comparative amounts as at 31 December 2005 have been restated.

(g) 
FRS 140: Investment Properties

The adoption of this new FRS has not resulted in a change in accounting policy for investment properties. Investment properties are initially measured at cost and subsequently at cost less accumulated depreciation and impairment losses. Prior to 1 January 2006, investment properties were classified under property, plant and equipment.
A2
Comparatives


The following comparative amounts have been restated due to the adoption of new and revised FRSs:

At 31 December 2005
Previously

Stated

RM’000
Restated

RM’000





Property, plant and equipment
268,422
135,978

Leasehold properties
-
129,810

Investment properties

2,634

A3
Audit report of preceding annual financial statements

The audited financial statements for the financial year ended 31 December 2005 were not subject to any audit qualification.

A4
Seasonal or cyclical factors


The Group’s operations were not affected by seasonal or cyclical factors.

A5
Unusual items affecting assets, liabilities, equity, net income or cash flows

There were no unusual items affecting assets, liabilities, equity, net income or cash flows of the Group during the period under review.

A6
Material changes in estimates

There were no material changes in estimates of amounts reported in prior financial period that have a material effect in the current financial period to date.

A7
Debt and equity securities

There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities during the current quarter.

A8
Dividend paid

 There was no dividend paid during the current quarter.

A9
Segmental Information


3 months ended 
12 months ended


31.12.2006 RM’000
31.12.2005 RM’000
31.12.2006

RM’000
31.12.2005

RM’000

Segment Revenue











Revenue from continuing operations:





   Property development and management
31,106
121,178
217,785
205,069

   Infrastructure and utilities
21,507
0
62,128
0

   Trading
6,988
14,036
24,749
49,982

   General contract works
0
2,030
0
10,395

   Hotel business
7,518
6,672
26,901
25,775

   Golf club and tourist resort
2,360
2,844
9,566
10,122

   Investment holding
2,091
1,453
10,112
6,915

   Others
0
63
27
629

   Total revenue 
71,570
148,276
351,268
308,887

Segment Results











Results from continuing operations:





  Property development and management
5,376
(138,653)
22,615
(124,586)

  Infrastructure and utilities *
(9,887)
12,193
6,452
43,165

  Trading
198
(20)
1,732
1,112

  General contract works
0
173
0
45

  Hotel business
883
(15,815)
1,803
(15,139)

  Golf club and tourist resort
(658)
(5,943)
(738)
(6,310)

  Investment holding
(1,577)
(17,233)
(6,497)
(24,851)

  Others
5,213
2,463
4,689
2,762

  (Loss)/profit before tax
(452)
(162,835)
30,056
(123,802)

* Included share of profit from associated companies involved in infrastructure and utilities activities.

There is no segmental information analysis by geographical location as the Group operates predominantly in Malaysia. 

A10
Valuation of property, plant and equipment

The valuations of property, plant and equipment have been brought forward, without amendment from previous financial statements.

A11
Material events subsequent to the end of the interim period

There were no material events subsequent to the end of the reporting period which is likely to substantially affect the results of the operations of the Group other than the matters as disclosed in Note B8 “Status of Corporate Proposals” and Note 11 “Material Litigation” to the Interim Financial Statements. 

A12
Changes in the composition of the Group

(i) Acquisition of a subsidiary company

On 28 April 2006, Titisan Modal (M) Sdn Bhd, a 55% owned subsidiary of Kumpulan Perangsang Selangor Berhad acquired 100% equity interest in Konsortium Abass Sdn Bhd, an unlisted company incorporated in Malaysia which is involved in the operating, maintenance, construction and commissioning of water treatment plant and facilities and to undertake contract works relating to the water industry activities.


The assets and liabilities arising from the acquisition are as follows:


Fair Value

RM’000
Acquiree’s Carrying amount

RM’000





Property, plant and equipment
4,978
4,978

Concession assets
108,168
84,370

Other investments
210
210

Long term receivables
46,547
74,197

Other current assets
350,844
351,160

Deposits, cash and bank balances
46,102
46,102

Current liabilities
(62,770)
(62,770)

Long term borrowings
(329,000)
(329,000)

Deferred tax liabilities
(111,438)
(6,045)

Total net assets
53,641
187,000

Intangible asset arising on acquisition
376,406


Goodwill
105,394



535,441






The cash outflow on acquisition is as follows:



12 months

ended

31.12.2006

RM’000





Purchase consideration satisfied by cash

528,570

Costs attributable to the acquisition, paid in cash

6,871

Total cost of acquisition

535,441

Less: Intra-group disposal

(158,570)



376,781

Cash and cash equivalent of subsidiary acquired

(46,102)

Net cash outflow of the Group

(330,769)





(ii) Disposal of a subsidiary company

During the current quarter, the Group disposed of a subsidiary company, Brisdale Development Sdn Bhd at sales consideration of RM24,000.00.

The effect of the disposal on the financial position of the Group was as follows:


At date of disposal

RM’000




Property, plant and equipment
40

Current assets
44,684

Current liabilities
(58,406)

Net liabilities disposed of
(13,682)

Sales consideration 
(24)

Gain on disposal
(13,706)







Cash outflow arising from disposal:





Sales consideration
24

Less : Cash and cash equivalent of subsidiary disposed of
(301)

Net cash outflow on disposal
(277)




A13
Capital Commitments

The amount of commitments for the purchase of property, plant and equipment not provided for in the interim financial statements as at 31 December 2006 is as follows:


RM’000




Approved and contracted for
24,272




A14
Contingent liabilities


The contingent liabilities as at 31 December 2006 are as follows:



RM’000

a)
Secured



Guarantees to secure banking and other credit facilities to

 subsidiaries and associated companies 
5,860






Foreclosure proceedings taken by a financial institution for a

 third party charge created by a subsidiary company over a 

 piece of land
29,416





b)
Unsecured



Performance guarantees to third parties
773






Guarantees to banks for end financing loans given to house buyers
5,447






Other claims filed against the Group
14,217



55,713

B.
ADDITIONAL INFORMATION REQUIRED BY THE BURSA MALAYSIA SECURITIES BERHAD 
LISTING REQUIREMENTS

B1
Performance review 

For the current quarter ended 31 December 2006, the Group registered revenue of RM71.57 million as compared to RM148.28 million in the preceding year corresponding quarter 2005, representing a decrease in revenue of 52% or RM76.71 million.  The decrease in revenue was mainly due to lower revenue recorded by the property development sector. 
The Group recorded a loss before tax of RM0.452 million for the current quarter ended 31 December 2006 as compared to a loss of RM162.84 million in the preceding year corresponding quarter 2005. The losses incurred in the preceding year quarter was due to allowances for impairment on assets, allowances for diminution of investments and additional provision for liquidated ascertained damages of a major subsidiary company.

B2
Comment on material change in profit before tax

The Group recorded a loss before tax of RM0.452 million for the current quarter against a profit before tax of RM4.25 million in the previous quarter. The decrease was mainly due to lower share of profit of associated companies as compared to the previous quarter. 

B3
Commentary on prospects

The Group expects the year 2007 to continue to be challenging in view of the competitiveness of the property sector and will strive to improve its operational efficiency. The Group current land bank will be reviewed for optimum utilisation to contribute positively to the Group’s overall performance and improve the liquidity position.

B4
Profit forecast and profit guarantee

No profit forecast or profit guarantee was issued during the current quarter.

B5
Income Tax Expense


3 months ended 
12 months ended


31.12.2006 RM’000
31.12.2005 RM’000
31.12.2006

RM’000
31.12.2005

RM’000







Current tax position
1,707
5,638
8,375
5,683

Deferred tax transfer to/(from) balance sheet
5,215
(5,942)
3,809
(6,310)

Total income tax expense
6,922
(304)
12,184
(627)







The effective tax rate for the current quarter is higher than the statutory tax rate as certain expenses are not allowable.

B6
Sale of unquoted Investment and properties

There was no disposal of unquoted investments and properties during the current quarter.

B7
Quoted securities

a) As at 31 December 2006, the Group has the following quoted securities:


Total


RM’000

Total investment at cost
31,937

Carrying cost
31,937

Total investment at market value 
39,954

B8
Status of corporate proposals

There were no changes in the status of corporate proposals of the Group at the date of this unaudited interim financial statements.

B9
Borrowings

The Group borrowings as at 31 December 2006 and all denominated in local currency are as follows:


RM’000

Short term borrowings 


   Secured
92,171

   Unsecured
41,199


133,370




Long term borrowings 


   Secured
1,245,028

   Unsecured
0


1,245,028




Total Borrowings
1,378,398

B10
Off balance sheet financial instruments

There were no off balance sheet risks as at the date of this report that might materially affect the position or business of the Group.

B11
Material litigation

Save as disclosed below, neither the Company nor its subsidiary companies has been or are involved in any material litigation, claims or arbitration either as plaintiff or defendant and the Directors are not aware of any proceedings, pending or threatened, against the Company or its subsidiary companies or of any facts likely to give rise to any proceedings which might materially affect the financial position or business of the Company or its subsidiary companies.

Part A - Kumpulan Hartanah Selangor Berhad (KHSB) and/or its group of companies as the Plaintiff(s)

1. SAP Holdings Berhad (“SAP”) filed an action against PAG Mampu Jaya Sdn Bhd (“PAG”) vide Kuala Lumpur High Court Summons No. D2-22-1075-05 claiming the sum of RM15.930 million together with general damages for loss of profit, interest and cost for breach of a Joint Venture Agreement between SAP and PAG dated 15 May 2000.  PAG has filed a counter claim against SAP for the sum of RM2.072 million for breach of terms of the Joint Venture Agreement.  

On 12 February 2007 the Learned  Judge has allowed SAP’s Notice of Appeal and granted Summary Judgement against PAG for the sum of RM15.930 million together with interest at the rate of 10% per annum on monthly rest from 27 July 2005 until full settlement and costs. 

2. Central Spectrum (M) Sdn Bhd (“CSSB”) filed an action against Pentadbir Tanah Daerah Klang (“KTM 1”) vide Shah Alam High Court Summons No MT3-15-686-2004.  CSSB was awarded a sum of RM2.664,364.00 on 7 February 2004 by KTM 1 for land acquisition for Lot. 74072, 74073, 74074 and 74075 (No. Hakmilik: PN 7941, 7940, 7939 and 7938).  CSSB has filed an appeal on the quantum and measurement awarded to CSSB.  

CSSB filed another action against Pentadbir Tanah Daerah Klang (“KTM 2”) vide Shah Alam High Court Summons No. RT-MT1-15-88-2005 whereby CSSB was awarded a sum of RM4.535,114.00 on 19 April 2005 for land acquisition for Lot.74076, 74077, 74078, 74079 and 10490 (No. Hakmilik: PN 7937, 7936, 7935, 7934 and 12229).  CSSB has filed an appeal on the quantum and measurement awarded to CSSB.  

The Court has fixed hearing date for KTM 1 on 27 August 2007 and hearing date for KTM 2 on 6 April 2007. In the interim both parties are to strive to resolve the same.

3. Brisdale Resources Sdn Bhd (BRSB) filed an action against Project 33 Construction Sdn Bhd (P33) vide Kuala Lumpur High Court Summons No: S4-22-400-2006 claiming from P33 the sum of RM13.50 million together with interest and cost being liquidated and ascertained damages for failure to complete the piling and building works for construction of a condominium for BRSB.

The Defendant filed an application to strike out the summons and statement of claim on the basis that the limitation period has steps in.  We oppose the application made by the Defendant by our Affidavit Inn Reply.  The hearing date of the above case has not been fixed by the court.

Part B - KHSB and/or its group of companies as the Defendant(s)

1. Upright Dignity Sdn Bhd (“UDSB”) instituted an action for specific performance and other consequential relief against Perbadanan Kemajuan Pertanian Selangor (“PKPS”), SAP Holdings Berhad (“SAP”) and Desa Hilir Sdn Bhd (“DHSB”) at the Shah Alam High Court vide Civil Suit No. MT4-21-60-2000 purportedly in relation to a sale and purchase agreement dated 24 April 2000 (“Purported SPA”) entered into between DHSB as attorney for PKPS and SAP and UDSB in respect of a piece of land held under H.S.(D) 1426 P.T. No. 4466 Mukim Dengkil, Daerah Sepang, Selangor Darul Ehsan, measuring approximately 556.482 acres (“Said Land”) of which PKPS was the registered proprietor. The Purported SPA was entered into solely between DHSB and UDSB where neither SAP nor PKPS were aware of the said transaction nor did they give their consent to the purported sale of the said land. UDSB has also claimed in the alternative for a refund of all monies paid by UDSB to DHSB with interest at 8% per annum from 25 April 2000 as well as damages for breach of contract.  

The case was fixed for continued hearing on 21 March 2007 and 22 March 2007.


Meanwhile, SAP’s appeal to the Judge-In-Chambers against the Senior Assistant Registrar’s decision in dismissing SAP’s application to amend the Statement of Defense was fixed for hearing on 11 May 2006 but the same was not listed and the next date have yet to be obtained.

The directors are of the opinion that SAP (not being a party to the Sale and Purchase Agreement between DHSB and UDSB) has good defence against the claim taken by UDSB.

2. AmFinance Berhad now known as AmBank (M) Berhad (“AMF”) has instituted foreclosure proceedings against SAP Holdings Berhad (“SAP”) vide Shah Alam High Court Originating Summons No. MT1-24-1770-2002 in respect of a piece of land held under H.S.(D) 20034 PT No. 26549 Mukim Batu, Daerah Gombak (“Said Land”).  SAP, the registered proprietor of the Said Land, created  a third party charge over the Said Land in favour of AMF as security for the loan facility of RM17.0 million granted by AMF to Cergas Tegas Sdn Bhd (“CTSB”) pursuant to a Joint Venture Agreement dated 12 January 1991 entered into between SAP and CTSB.  AMF has been seeking an order for sale of the Said Land arising from CTSB’s default in payment of the said facility.  SAP has taken steps to oppose the foreclosure proceedings and has also proceeded to take the necessary legal action to protect its beneficial interest on the Said Land.


The matter in respect of the application to intervene by a third party namely, the estate of Mohan Singh has been fixed on 27 April 2007 for continued hearing of the case.  The Company is of the opinion that the foreclosure action by AMF against SAP cannot be proceeded with.


CTSB filed an action vide Kuala Lumpur High Court No. S2-22-185-2004 alleging that SAP’s termination of the joint venture agreement and the agreements ancillary thereto (“JVA”) due to CTSB’s breach of four (4) fundamental conditions of the JVA was wrongful and claimed for the transfer of the ownership of the Said Land to CTSB (even though the balance of the consideration is still unpaid by CTSB to SAP together with interest and other costs involved), damages to be assessed and the purported loss of profits of approximately RM350.0 million.


SAP has filed its defense and made a counter-claim against CTSB for the said four (4) fundamental breaches of the JVA by CTSB and claiming amongst others, for the return of vacant possession of the Said Land, damages in the sum totalling to approximately RM399.0 million and an indemnity against all claims in the foreclosure proceedings.   The trial of this matter is fixed on 30 April 2007. An ex-parte injunction was granted by the Kuala Lumpur High Court vide Civil Suit no.S6-22-280-2006 on 17 April 2006

 against SAP in relation to the Said Land.  SAP has taken action to oppose the said ex-parte injunction and the matter has been fixed on 10 April 2007 for continued hearing of the case. The Company is also of the opinion that SAP has a good chance to succeed in its defense action and counter-claim against CTSB.

3.
Mazli Mohamed, a former employee of Central Holdings Management Sdn. Bhd. (“CHMS”) (a subsidiary company of SAP) who had resigned from CHMS instituted proceedings against SAP Holdings Berhad (“SAP”) vide Industrial Court Suit No. 7/4-480/98 on 5 September 1998 seeking reinstatement to his former job as a General Manager in CHMS or in the alternative, compensation for purported wrongful dismissal.    SAP’s application for judicial review on the Judge’s decision not to allow SAP’s counsel to cross-examine the Claimant was heard on 23 July 2004. The High Court Judge ordered that all proceedings in the Industrial Court to be stayed pending the final decision on the judicial review.  


SAP has succeeded in the judicial review whereby SAP’s counsel is now allowed to cross-examine the Claimant in the Industrial Court. Witness from SAP were called on the hearing date, 21 November 2006 and continued hearing has been fixed on 23 May 2007 and 24 May 2007 for SAP to call another witnesses.


The directors are of the opinion that SAP has a good case in defence against Mazli Mohamed, the former employee of CHMS.

4.
Menara Setia Sdn Bhd (“MSSB”) initiated an action against SAP Ulu Yam Sdn Bhd (“SUY”) (a subsidiary of KHSB through SAP) vide Kuala Lumpur High Court Suit No. D3-22-2111-2002 claiming for the sum of RM1.893 million together with all cost and interest thereon at the rate of eight (8%) per cent per annum from 22 April 1998 to the date of settlement for the amount allegedly due for the earthworks undertaken by MSSB for Ulu Yam Heights Development. The Plaintiff’s claim is likely to be struck off on the ground that MSSB’s previous claims against SUY vide Kuala Lumpur High Court Summons No. D2-22-2467-99 pursuant to the same cause of action had been struck off with costs by the Senior Assistant Registrar of the High Court (“SAR”) on 16 January 2001 and the Plaintiff’s appeal against the SAR’s decision was dismissed with costs on 28 January 2002. This case is fixed for full trial on 15 March 2007 and 16 March 2007.

The directors are of the opinion that SUY has a good defense against MSSB and that MSSB’s claim is likely to be struck off.

5. CGE Construction Sdn Bhd (“CGE”) has filed an action against SAP Air Hitam Properties Sdn Bhd (“SAP”) vide Shah Alam Civil Suit No. MT4-22-434-2006 alleging SAP owns CGE the sum of RM4.1 million purportedly being balance payment for project known as “Proposed site clearance, earthworks, drainage, main road works and final layer to internal roads and related works to the proposed residential commercial and recreational development at Lestari Perdana, Mukim Petaling, Daerah Petaling Selangor” (“The Project”).

Vide letter of Award dated 18 September 2001, CGE has been awarded the Project for the contract sum of RM21,033,000.  The date of completion of the Project was on 31 March 2003 and the Project has not been completed by CGE.

SAP has filed an application in Court for stay of proceeding as the case should be referred to Arbitration as provided under the Conditions of Contract for the Project. 

The hearing date has been fixed on 22 March 2007 pending filing of both parties’ Affidavit-In-Reply.

B12
Dividends

No interim dividend has been recommended or declared during the current quarter.

B13
Earnings per share

The basic loss per share of the Group for the current quarter of 1.9 sen is calculated based on the consolidated loss attributable to equity holders of the parent of RM8.102 million divided by the number of ordinary shares of 431,403,960.

BY ORDER OF THE BOARD

HASHIMAH MOHD ISA

Company Secretary

Date:   28 February 2007


