  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 2005.

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 2005. 

A2.
Audit qualification

The Group’s preceding year’s financial statements for the year ended 30 September 2005 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 31 March 2006.
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 31 March 2006.

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 31 March 2006.
         






              

A7.
Dividend paid

There was no dividend paid during the current quarter ended 31 March 2006.
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A8.
Segmental reporting
Segmental information for the 6 months ended 31 March 2006 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
	93,399
	     7,100


	10,097
	 11,789
	4,949
	     -
	              127,334

	Inter-segment sales


	-
	            -
	623
	319 
	101
	(1,043)
	-

	
	93,399
	     7,100
	10,720


	12,108


	5,050


	(1,043)
	 127,334    

	RESULT


	
	
	
	
	
	
	

	Segmental result   
	19,815
	749
	  3,350
	926
	496
	-
	25,336

	Unallocated   

 Corporate expenses
	
	
	
	
	
	
	-

	Operating profit  
	
	
	
	
	
	
	25,336

	Share of  profit

 of associated company   
	
	
	
	
	
	
	2,222

	Exceptional  Item
	
	
	
	
	
	
	-

	Income taxes
	
	
	
	
	
	
	(8,126)

	Profit after  tax

 but before

 minority interest 

  
	
	
	
	
	
	
	19,432

	Minority interest
	
	
	
	
	
	
	-

	Net profit for the 

 Period
	
	
	
	
	
	
	19,432

	
	
	
	
	
	
	
	


OTHER INFORMATION

	Segment assets
	334,171


	17,058
	204,809
	9,055
	32,112
	-
	597,205

	Deferred tax assets

Tax assets
	       
	
	
	
	
	
	7,631

2,763



	Consolidated 

 total assets
	
	
	
	
	
	
	607,599

    

	
	
	
	
	
	
	
	

	Segment 

 liabilities
	64,986


	3,148
	28,683


	3,968
	11,513


	-
	112,298

	Provision of

 taxation
	 
	
	     
	     
	  
	
	4,253

	Deferred tax    

 liabilities
	
	
	
	
	
	
	19,768



	Consolidated 

 total liabilities
	
	
	
	
	
	
	136,319



	
	
	
	
	
	
	
	

	Depreciation 

 and amortisation
	420


	239


	458
	13


	611


	
	


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 last quarter of financial year ended 30 September 2005, 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 31 March 2006 that have not been reflected in the financial statements except the followings:-

On 26 May 2006, the Company through its 80% owned subsidiary company, Makin Jernih Sdn Bhd (“MJSB”) entered into Sale and Purchase Agreements to acquire 800,000 ordinary shares of RM1.00 each in Chau Yang Farming Sdn Bhd (“CYFSB”) representing 100% of the issued and paid-up share capital of CYFSB for a total cash consideration of RM10.20 million only.  CYFSB is involved in livestock farming and oil palm cultivation and owns approximately 224.26 acres (nett area) of freehold agriculture lands and a piece of leasehold agriculture land (lease expired) of 3.85 acres, all in Daerah Kinta, Perak. 

A11.
Changes in the Composition of the Group

The changes in the composition of the Group as at the date of this announcement are as follows:-

(i)
On 15 December 2005, the Company through its associated company, My Fresh Bioindustry Sdn Bhd   (“MFBSB”) subscribed for 20,000 ordinary shares of RM1.00 each in Fresh Partners Malaysia Sdn Bhd (“FPMSB”) representing 99.99% of the enlarged issued and paid-up share capital of FPMSB for a total cash consideration of RM20,000-00 only, resulting in FPMSB becoming a subsidiary company of MFBSB and an associated company of the Company.

(ii)
On 24 April 2006, the Company through its 80% owned subsidiary company,  Makin Jernih Sdn Bhd (“MJSB”) acquired 2 ordinary shares of RM1.00 each in AA Meat Shop Sdn Bhd (“AAMSB”) representing 100% of the issued and paid-up share capital of AAMSB for a total cash consideration of RM2.00 only, resulting in AAMSB becoming a 100% owned subsidiary company of MJSB and a 80% owned subsidiary company of MKHB.  

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 2005 recorded an increase of RM17,108,400.00. Total credit facilities with corporate guarantees utilised by subsidiary companies as at the date of this announcement amounted to RM57,982,877.00.
Additional information required by the Bursa Malaysia Securities 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 9% to RM67.88 million compared to RM62.31 million in the preceding year corresponding quarter mainly due to higher percentage of recognition on completed and on-going projects.  Profit before tax for the current quarter increased by 7% to RM12.21 million compared to RM11.44 million in the preceding year corresponding quarter.  The increase in profit before tax was mainly due to higher development profit margin and higher profit contribution from an associated company.

The Group has locked-in unbilled sales value of RM160.38 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 RM0.75 million compared to the preceding year corresponding quarter of RM1.21 million mainly due to lower orders from existing customers as a  result of slow down in Europe and United States markets.

The hotel, club and investment division registered higher profit before tax to RM3.35 million compared to the preceding year corresponding quarter of RM2.85 million mainly due to additional profit contribution from the new investment properties.

The trading division registered higher operating revenue to RM11.79 million compared to the preceding year corresponding quarter of RM6.19 million but lower profit margin compared to preceding year corresponding quarter due to decrease in sale of higher profit margin products.

The service and others division registered a profit before tax to RM0.50 million compared to the preceding year corresponding quarter loss of RM1.6 million mainly due to a turnaround of the food processing division’s operation which resulted from the increase in processing fees and number of slaughtered 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

	
	2nd quarter ended

31.3.2006

RM’000
	1st quarter ended

31.12.2005

RM’000

	Profit Before Tax
	12,206
	              15,352                                              


Profit before tax for the current quarter was lower by 20% to RM12.21 million compared to RM15.35 million in the preceding quarter.  The lower profit before tax was mainly due to the timing of the construction of the Group’s on-going projects, which determines the percentage recognition of both revenue and profit. In the preceding quarter, the Group had benefited from higher percentage recognition, which resulted in the higher profit before tax vis-a-vis the current quarter.

B3.
Taxation

Taxation comprises of the following: -
	
	
	Current

Quarter

31.3.2006

RM’000
	
	Financial year-to-date

31.3.2006

RM’000

	(i)
	Current taxation
	3,384
	
	7,502

	(ii)
	Deferred taxation
	-
	
	-

	(iii)
	Share of taxation of associated company
	379
	
	624

	
	
	3,763
	
	8,126

	(iv)
	Over provision in prior year
	-
	
	-

	
	
	3,763
	
	8,126

	
	
	
	
	


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 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

Other than the disposal stated below, there were no sale of investments and/or properties other than in the ordinary course of business for the current quarter ended 31 March 2006:-

During the current quarter, Laju Jaya Sdn. Bhd. (“LJSB”), a subsidiary of the Company has entered into a Sale and Purchase Agreement to dispose off a parcel of land measuring approximately 2.4433 hectares together with buildings erected thereon for a total consideration of RM8.00 million only.  This disposal has resulted in a loss attributable to incidental cost incurred of RM208,328/- and at the same time resulted in a realization of RM5.85 million from revaluation reserve and related deferred tax of RM0.37 million totaling RM6.22 million.  Hence, the net realized gain on this disposal is RM6.01 million. 

B5.
Purchase or disposal of quoted securities

(a) The purchase and disposal of quoted securities for the current quarter ended 31 March 2006 and financial year to date were as follows: -

   RM’000

(i)
Total purchase consideration
                                                     Nil   

  (ii)
Total sale proceed                                          


          239


  (iii)
Total gain on disposal
       



            44

  (iv)
Total loss on disposal
 


          
          Nil

(b) Total investments in quoted securities as at 31 March 2006 are as follows: -









      RM’000

	(i)        At cost
	2,581

	(ii)       At Book Value
	2,500

	(iii)      At Market Value
	2,247  


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 31 March 2006.

B8.
Group Borrowings

The Group’s borrowings as at 31 March 2006 are as follows: -

	
	
	RM’000

	Short term
	- secured
	7,437

	
	- unsecured
	6,776

	Long term
	- secured
	25,930

	
	- unsecured
	7,733

	
	
	

	Total
	
	47,876


The Group’s borrowings included Hire Purchase.

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



   2,500


      1,190


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 directors do not recommend any dividend for the current quarter ended 31 March 2006.



B13.
Earnings per share (“EPS”)

(a)
	Basic  EPS
	Current year

Quarter

31.3.2006
	Preceding year Quarter

31.3.2005
	Current

year  to

date

31.3.2006
	Preceding

year to

date

31.3.2005

	Earnings for the period (RM’000)
	8,443
	6,633
	19,432
	12,313



	Diluted   EPS
	Current year

Quarter

31.3.2006
	Preceding year Quarter

31.3.2005
	Current year to date

31.3.2006
	Preceding year to date

31.3.2005

	Earnings for the period (RM’000)
	8,443
	6,633
	19,432
	12,313

	Weighted average number of ordinary shares (’ 000)

Dilutive ESOS (’000)

Dilutive warrants (’000)
	195,078

-

-
	195,078

633

11,063
	195,078

-

-
	195,078

633            11,063

	Weighted average number of Ordinary Shares (’000)
	195,078


	206,774
	195,078
	206,774

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


(b)


Basic earning per share (sen)
       4.33                   3.40
               9.96
         6.31       Diluted earning per share (sen)
          -       
    3.21
                  -                  5.95
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