  METRO KAJANG HOLDINGS BERHAD

(Incorporated in Malaysia)

(Company No. 50948-T)

Notes To The Financial Statement 

A1.
Basis of preparation

The financial report is unaudited and should be read in conjunction with the audited financial statements of the Group for the year ended 30 September 2004.

The accounting policies and methods of computation adopted by the Group in this financial report are consistent with those adopted in the financial statements for the year ended 30 September 2004 except for the adoption of MASB 32 - Property Development Activities.  No prior year adjustment has been made in respect of the adoption of MASB 32 as there is no material impact on the financial statements.

A2.
Audit qualification

The Group’s preceding year’s financial statements for the year ended 30 September 2004 were not subject to any audit qualification.

A3.
Seasonal or Cyclical Factors 

The Group’s operations were not affected by seasonal or cyclical factors other than the general effects of the prevailing economic conditions.

A4.
Unusual items

There were no unusual items affecting assets, liabilities, equity, net income or cash flows in the current quarter ended 30 September 2005.
A5.
Changes in estimates

There were no material changes in estimates reported in the prior years interim period that have a material effect in the current quarter ended 30 September 2005.

A6.
Issuance and repayment of debt and equity securities

There were no issuance, cancellations, repurchases, resale and repayment of debt and equity securities for the current quarter ended 30 September 2005.
         






              

A7.
Dividend paid

There was no dividend paid during the current quarter ended 30 September 2005.
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A8.
Segmental reporting
Segmental information for the 12 months ended 30 September 2005 is as follow: -

	
	Property Development  and construction

RM’000

	Manufacturing

RM’000
	Hotel, club and investment 

RM’000
	Trading

RM’000
	Services 

And others

RM’000
	Elimination

RM’000
	Consolidated

RM’000


	REVENUE

External sales
	183,226
	     13,803


	18,354
	 16,040
	4,532
	     -
	235,955

	Inter-segment sales


	25,070 
	            -
	1,251
	221 
	168
	(26,710)
	-

	
	208,296
	     13,803
	19,605


	16,261


	4,700


	(26,710)
	235,955    

	RESULT


	
	
	
	
	
	
	

	Segmental result   
	43,246
	1,297
	  6,115
	1,240
	(3,236)
	-
	48,662

	Unallocated   

 Corporate expenses
	
	
	
	
	
	
	-

	Operating profit  
	
	
	
	
	
	
	48,662

	Share of  profit

 of associated company   
	
	
	
	
	
	
	4,211

	Exceptional  Item
	
	
	
	
	
	
	-

	Income taxes
	
	
	
	
	
	
	(18,849)

	Profit after  tax

 but before

 minority interest 

  
	
	
	
	
	
	
	34,024

	Minority interest
	
	
	
	
	
	
	1

	Profit attributable

 to shareholders
	
	
	
	
	
	
	34,025

	
	
	
	
	
	
	
	


OTHER INFORMATION

	Segment assets
	333,848


	15,541
	190,912
	6,328
	29,088
	-
	575,717

	Deferred tax assets

Tax assets
	       
	
	
	
	
	
	4,388

2,319



	Consolidated 

 total assets
	
	
	
	
	
	
	582,424

    

	
	
	
	
	
	
	
	

	Segment 

 liabilities
	62,949


	2,860
	23,439


	2,388
	13,088


	-
	104,724

	Provision of

 taxation
	 
	
	     
	     
	  
	
	3,376

	Deferred tax    

 liabilities
	
	
	
	
	
	
	20,128

	Consolidated 

 total liabilities
	
	
	
	
	
	
	128,228



	
	
	
	
	
	
	
	

	Depreciation 

 and amortisation
	938


	377


	1,004


	25


	1,219


	
	


Note:  The construction division has been combined with property development division to form a reportable segment as a major part of its revenue is derived from internal property development projects.
A9.
Valuation of Property, Plant and Equipment

Hotel property, freehold and leasehold land and buildings are stated at valuation less accumulated depreciation and accumulated impairment losses, if any, except for hotel property and freehold land, which are not depreciated. Additions subsequent to the date of the last valuation are stated at cost less accumulated depreciation and accumulated impairment losses, if any. During the current quarter, the directors have revalued the Group’s hotel property, freehold and leasehold land and buildings based on independent professional valuations on the open market value basis.

All other property, plant and equipment are stated at cost less accumulated depreciation and accumulated impairment losses, if any.

A10.
Material event subsequent to the end of the interim period

There were no material events subsequent to the end of the current quarter ended 30 September 2005 that have not been reflected in the financial statements.

A11.
Changes in the Composition of the Group

The effect of changes in the composition of the Group for the current quarter and financial year-to-date is as follows:-

i.     
On 19 November 2004, the Company acquired 2 ordinary shares of RM1.00 each in Detik Merdu Sdn Bhd (“DMSB”) representing 100% of the Issued and paid-up share capital of DMSB (a shelf company) for a total cash consideration of RM1,700.00 only.

ii.     On 14 January 2005, the Company through its wholly-owned subsidiary company, Kumpulan Indah Bersatu Sdn Bhd entered into an agreement to acquire the entire issued and paid up share capital of Palga Sdn Bhd (“PSB”) comprising 2 ordinary shares of RM1.00 each for a total cash consideration of RM6,500,000.00 from Chen Choy & Sons Realty Sdn Bhd, a company where certain directors of the Company are also directors and have substantial financial interests. 

PSB has a wholly owned subsidiary company, Hiliran Juara Sdn Bhd (“HJSB”), which owns approximately 14.76 acres of development land (12 parcels) in the vicinity of Serdang Selangor. 

As a result, PSB and HJSB became subsidiary companies of the Company.

iii.   
On 3 June 2005, the Company through its wholly-owned subsidiary company, Cekap Corporation Berhad acquired the remaining equity interest of 75,000 ordinary shares of RM1.00 each in  Serentak Maju Corporation Sdn. Bhd. (“SMC”) representing 15% of the  issued and paid-up share capital of SMC for a total cash consideration of RM750,000.00 only.
                  As a result, SMC became a wholly-owned subsidiary company of the Company.


iv.
On 4 July 2005, the Company subscribed 35,000 ordinary shares of RM1.00 each in MKM Bioindustry Sdn Bhd (“MKMBSB”) representing 35% of the enlarged issued and paid-up share capital of MKMBSB for a total cash consideration of RM35,000.00 only.  Subsequently on 25 July 2005, the Company acquired additional 10,000 ordinary shares of RM1.00 each representing additional 10% of the issued and paid-up share capital of MKMBSB for a total cash consideration of RM10,000.00 only.

As a result, MKMBSB became an associated company of the Company.

v.
On 14 September 2005, the Company subscribed 45,000 ordinary shares of RM1.00 each in My Fresh Bioindustry Sdn Bhd (“MFBSB”) representing 45% of the enlarged issued and paid-up share capital of MFBSB for a total cash consideration of RM45,000.00 only.

As a result, MFBSB became an associated company of the Company.

A12.
Changes in contingent liabilities or contingent assets

The net changes in the contingent liabilities of the Company to financial institutions and suppliers for banking and trade credit facilities granted to subsidiary companies since the preceding financial year ended 30 September 2004 recorded an increase of RM8,712,491.59. Total credit facilities with corporate guarantees utilised by subsidiary companies as at the date of issue of this announcement amounted to RM59,514,935.00. 

A13.
Comparative Figures


Certain comparative figures have been reclassified to conform with the requirements of MASB 32 - Property Development Activities as follows: -

Reclassification of development properties to progress billing in respect of the excess of billings to purchasers over revenue recognized in the income statement

	
	GROUP

	
	As

Reclassified

RM’000
	As

Previously Reported

RM’000

	Balance Sheet Items
	
	

	Current Assets - development properties
	80,025
	67,502

	Current Assets - receivables, deposits and prepayments
	66,327
	49,346

	Current Liabilities - trade payables
	(75,552)
	(46,048)


Additional information required by the Bursa Malaysia Securities Berhad (“BMSB”) (formally known as Malaysia Securities Exchange Berhad) Listing Requirements

B1.
Review of Performance of the Company and its Principal Subsidiaries

The Group’s operating revenue for the current quarter increased by 14% to RM71.16 million compared to RM62.26 million in the preceding year corresponding quarter mainly due to higher percentage of recognition on completed and on-going new projects.  Profit before tax for the current quarter increased by 47% to RM19.49 million compared to RM13.22 million in the preceding year corresponding quarter.  The significant increase in profit before tax was mainly due to higher development profit margin and higher profit contribution from an associated company.

The above-mentioned new projects have locked-in unbilled sales value of RM157.13 million from which attributable sales revenue and profits will be recognized progressively as their development percentage of completion progresses.

The property development and construction division remains the major contributor to the Group’s operating revenue and profit before tax. 

The furniture manufacturing division registered a drop in profit before tax to RM1.30 million compared to the preceding year of RM1.60 million mainly due to lower gross profit margin as a result of increased in prices of raw materials.  However, it is expected to do better in the next financial year. 

The trading division’s profit before taxation increased by 33% to RM1.24 million compared to the preceding year of RM0.94 million mainly due to higher gross profit margin as a result of lower cost of purchases and this division will continue to contribute to the Group’s profit for the financial year ending 30 September 2006.

The food processing division commenced business operation on 1 January 2005. This division registered a loss of RM3.35 million in the current financial year mainly due to low operating revenue which resulted from low statutory processing fees couple with inadequate supply of animals and it is expected to turnaround from a loss to a profit position due to increase in the statutory processing fees  by Government on 20 October 2005 and increase in supply of animals.  This division is expected to contribute to the Group’s profit for the financial year ending 30 September 2006.

In the opinion of the Directors, the results of the current quarter have not been affected by any transaction or event of material or unusual nature which has arisen between 30 September 2005 and the date of this announcement.

B2.
Material changes in the Profit before tax of the Current Quarter Compared with Preceding Quarter

	
	3rd quarter ended

30.06.2005

RM’000
	4th quarter ended

30.09.2005

RM’000

	Profit Before Tax
	13,681
	19,492


Profit before tax for the current quarter increased by 42% to RM19.49 million compared to RM13.68 million in the preceding quarter.  The significant increase in profit before tax was mainly due to reason as stated in Note B1.

B3.
Taxation

Taxation comprises of the following: -
	
	
	Current

Quarter

30.09.2005

RM’000
	
	Financial year-to-date

30.09.2005

RM’000

	(i)
	Current taxation
	8,610
	
	19,131

	(ii)
	Deferred taxation
	(1,306)
	
	(1,306)

	(iii)
	Share of taxation of associated company
	445
	
	1,209

	
	
	7,749
	
	19,034

	(iv)
	Over provision in prior year
	(185)
	
	(185)

	
	
	7,564
	
	18,849

	
	
	
	
	


The effective tax rate applicable to the Group for the current year to-date is higher than the statutory rate of taxation as no group relief on profit derived from inter-company sale of properties, no group relief on subsidiary companies’ tax losses is available and certain expenses and provisions were disallowed for tax purposes.

B4.
Profit/(Loss) on sale of unquoted investments and/or properties

There were no sale of investments and/or properties other than in the ordinary course of business for the current quarter ended 30 September 2005.
B5.
Purchase or disposal of quoted securities

(a) There were no purchase or disposal of quoted securities for the current quarter ended 30 September 2005.




(b) Total investments in quoted securities as at 30 September  2005 are as follows: -









      RM’000

	(i)        At cost
	2,775

	(ii)       At Book Value
	2,694

	(iii)      At Market Value
	2,812  


B6.
Status of Corporate Proposals

There were no corporate proposals announced which are pending completion as at the date of  issue of this announcement.

B7.
Corporate Developments

There were no issuance and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current quarter ended 30 September 2005.

B8.
Group Borrowings

The Group’s borrowings as at 30 September 2005 are as follows: -

	
	
	RM’000

	Short term
	- secured
	7,192

	
	- unsecured
	1,899

	Long term
	- secured
	29,908

	
	- unsecured
	7,731

	
	
	

	Total
	
	46,730


The Group’s borrowings included Hire Purchase and Leasing.

Foreign currency bank borrowing by a subsidiary company in the People’s Republic of China included in the above is as follow: -






 Foreign

   Ringgit







Currency

Equivalent






   ’000


      ’000

Chinese Renminbi



   3,950


      1,712


B9.
Financial Instruments with Off Balance Sheet Risk

There are no financial instruments with off balance sheet risk as at the date of issue of this announcement.

B10.
Material Litigation

There was no material litigation involving the Group during the current quarter under review.

B11.
Current Year Factors

The Board of Directors is confident that the Group will achieve better results in the financial year ending 30 September 2006.

B12.
Dividend

The Board of directors had on 7 November 2005 declared a First Interim Dividend of 5 sen per ordinary share less 28% tax for the current financial year ended 30 September 2005.  (2004: First Interim Dividend of 4 sen per ordinary share less 28% tax).  The Entitlement date and payment date were on 9 November 2005 and 16 November 2005 respectively.

B13.
Earnings per share (“EPS”)

(a)
	Basic  EPS
	Current year

Quarter

30.09.2005
	Preceding year Quarter

30.09.2004
	Current

year  to

date

30.09.2005
	Preceding

year to

date

30.09.2004

	Earnings for the period (RM’000)
	11,928
	12,740
	34,025
	44,829



	Diluted   EPS
	Current year

Quarter

30.09.2005
	Preceding year Quarter

30.09.2004
	Current year to date

30.09.2005
	Preceding year to date

30.09.2004

	Earnings for the period (RM’000)
	11,928


	12,740


	34,025


	44,829

	Weighted average number of ordinary shares (’ 000)

Dilutive ESOS (’000)

Dilutive warrants (’000)
	195,078

 101

2,873
	*194,446

972

15,128
	195,078

101

2,873
	*194,446

             972

15,128

	Weighted average number of Ordinary Shares (’000)
	198,052


	210,546
	198,052
	210,546

	Weighted average number of ordinary shares (’000)
	195,078
	*194,446
	195,078
	*194,446


(b)


Basic earning per share (sen)
      6.11
                  6.55
              17.44
         23.06       Diluted earning per share (sen)
      6.02 
      
    6.05
              17.18               21.29
*
The  number of ordinary shares have been adjusted retrospectively to account for the allotment of the Bonus Issue of 48,769,583 new ordinary shares of RM1.00 each  on 30 August 2004 on the basis  of 1 new ordinary share for every 3 existing ordinary shares held.
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