  METRO KAJANG HOLDINGS BERHAD (Company No. 50948-T)
(Incorporated in Malaysia)

EXPLANATORY NOTES
A1.
BASIS OF PREPARATION
The quarterly financial statements have been prepared in accordance with Financial Reporting Standards (“FRS”) 134 – Interim Financial Reporting and Appendix 9B of the Bursa Malaysia Securities Berhad Listing Requirements, and should be read in conjunction with Metro Kajang Holdings Berhad’s audited financial statements for the year ended 30 September 2006.

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 2006 except for the mandatory adoption of the following new/revised FRS which are effective for the financial year beginning 1 October 2006: -
	FRS 2
	Share-based Payment

	FRS 3
	Business Combinations (partially adopted in previous year)

	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 Accounting Estimates and Errors

	FRS 110
	Events after the Balance Sheet Date

	FRS 116
	Property, Plant and Equipment

	FRS 117
	Leases

	FRS 121
	The Effects of Changes in Foreign Exchange Rates

	FRS 124
	Related Party Disclosures

	FRS 127
	Consolidated and Separate Financial Statements

	FRS 128
	Investments in Associates

	FRS 131
	Interests in Joint Ventures

	FRS 132
	Financial Instruments: Disclosure and Presentation

	FRS 133
	Earnings per Share

	FRS 136
	Impairment of Assets (adopted in previous year)

	FRS 138
	Intangible Assets (adopted in previous year)

	FRS 140 
	Investment Property


The adoption of the new/revised FRSs do not have significant financial impact to the Group other than the effect of the following FRSs: -
i. FRS 3: Business Combinations

FRS 3 requires any excess of the fair value of the Group’s share of identifiable net assets over the cost of acquisition (previously referred to as “Reserve on consolidation”) to be recognized immediately in income statement.  The change in the accounting policy has been accounted for prospectively and in accordance with the transitional provision of FRS 3, the remaining balance of reserve on consolidation brought forward of RM8.547 million was derecognized with a corresponding adjustment to the opening balance of retained profits.
ii. FRS 101: Presentation of Financial Statements
The adoption of the revised FRS 101 has affected the presentation of minority interest, share of results of associates and other disclosures.  In the consolidated income statement, minority interests are presented as an allocation of the total profit or loss for the period.  In the consolidated balance sheet, minority interests are now presented within total equity.  A similar requirement is also applicable to the statement of changes in equity where it requires disclosure, on the face of the statement of changes in equity, total recognized income and expenses for the period, showing separately, the amounts attributable to equity holders of the Company and to minority interest.
Share of results of associated company are now reported net of tax prior to arriving at the Group’s profit before taxation.
iii. FRS 117: Leases

In prior years, the prepaid land lease payments in respect of the leasehold land held for own use were classified as property, plant and equipment, were stated at revalued amounts less accumulated depreciation/amortization and accumulated impairment losses, if any.  

A surplus arising therefrom is credited to property revaluation reserve.  However, a surplus will be recognized as revenue to the extent that it reverses a revaluation deficit of the same asset previously recognized as an expense.  A deficit arising therefrom is recognized as an expense.  However, a deficit will be set-off against any related revaluation surplus to the extent that the deficit does not exceed the amount held in property revaluation reserve in respect of the same property.

With the adoption of FRS 117 as from 1 October 2006, the prepaid land lease payments is accounted for as being held under operating lease.  Such leasehold land will no longer be revalued.  Where the leasehold land had been previously revalued, the Group retained the unamortized revalued amount as the surrogate carrying amount of prepaid land lease payments as allowed by FRS 117 paragraph 67A.  Such prepaid land lease payments are amortized on a straight line basis over the remaining lease term of the land.

The prepaid land lease payments were revalued in 2005 by an independent professional valuers on an open market value basis. 

iv. FRS 140: Investment Property

The adoption of FRS 140 has resulted in a change in accounting policy for investment properties.  The Group regards investment properties as any land and buildings that are held for their investment potential and rental income.  Investment properties are now stated at fair value, representing open-market value determined by independent professional valuers.  Gains or losses arising from changes in the fair values of investment properties are recognized in income statement (previously credited to a “Property revaluation reserve”).  In accordance with the transitional provisions of FRS 140, this change in accounting policy is applied prospectively and the difference between the carrying amounts of the properties and their fair values less applicable deferred tax liabilities is recognized as an adjustment to the opening retained profits.
The adoption of this FRS has resulted in changes which have been accounted for by restating the opening balance of the following accounts in the balance sheet:

	
	As at

1.10.2006

	
	RM’000

	Increase in retained profits
	50,833

	Decrease in property revaluation reserve
	(50,833)

	
	


v. The summary effects to the Group’s comparative figures on adoption of the above FRSs are as follows: -

	
	As previously reported

30.9.2006
	Effects on adoption of FRSs
	As restated

	
	RM’000
	RM’000
	RM’000

	Income Statement
	
	
	

	Share of profit after tax of associated company
	14,349
	(6,374)
	7,975

	Profit before taxation
	79,699
	(6,374)
	73,325

	Taxation
	29,237
	(6,374)
	22,863

	
	
	
	

	Balance Sheet
	
	
	

	Property, plant and equipment
	97,510
	(12,945)
	84,565

	Interest in leasehold land held for own use
	-
	12,762
	12,762

	Receivables, deposits and prepayments
	69,839
	183
	70,022

	
	
	
	


A2.
AUDITORS’ REPORT ON PRECEDING ANNUAL FINANCIAL STATEMENTS
The auditors have expressed an unqualified opinion on the Company’s statutory financial statements for the year ended 30 September 2006 in their report dated 8 January 2007.

A3.
SEASONAL OR CYCLICAL FACTORS 
The Group’s operations were not materially affected by seasonal or cyclical factors other than the general effects of the prevailing economic conditions.

A4.
UNUSUAL ITEMS DUE TO THEIR NATURE, SIZE OR INCIDENCE
There were no unusual items affecting assets, liabilities, equity, net income or cash flows during the current quarter and the financial year-to-date, except for the changes in accounting policies as disclosed in note A1.
A5.
CHANGES IN ESTIMATES
There were no material changes in estimates that have had material effect in the current quarter and the financial year-to-date results.
A6.
ISSUANCE AND REPAYMENT OF DEBT AND EQUITY SECURITIES
There were no issuance, cancellations, repurchases, resale and repayment of debt and equity securities except for the issuance of 21,333 new ordinary shares of RM1.00 each pursuant to the exercise of options granted under the Company’s Employees’ Share Option Scheme (“ESOS”) at the exercise price of RM1.00 per new ordinary share. The total cash proceeds arising from the exercise of options under the ESOS was amounting to RM21,333.
         


             

A7.
DIVIDEND PAID
There were no dividends paid during the current quarter and the financial year-to-date.



A8.
SEGMENTAL REPORTING
Segmental information of the Group for the financial year-to-date is as follow: -
	
	Property development  and construction
	Manufac-turing
	Hotel, club and investment
	Trading
	Livestock farming, food processing and retail
	Services

and others
	Elimination
	Consolidated

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	REVENUE
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	External Sales
	115,032
	9,618
	10,485
	9,773
	8,283
	294
	-
	153,485

	
	
	
	
	
	
	
	
	

	Inter-Segment Sales
	-
	-
	545
	286
	-
	91
	(922)
	-

	
	
	
	
	
	
	
	
	

	
	115,032
	9,618
	11,030
	10,059
	8,283
	385
	(922)
	153,485

	RESULTS
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Segmental results   
	31,540
	499
	4,725
	1,752
	1,208
	36
	
	39,760

	
	
	
	
	
	
	
	
	

	Unallocated   

Corporate expenses
	
	
	
	
	
	
	
	-

	
	
	
	
	
	
	
	
	

	Profit from  operations
	
	
	
	
	
	
	
	39,760

	
	
	
	
	
	
	
	
	

	Interest expenses
	(334)
	(21)
	(1,085)
	(1)
	(348)
	-
	
	(1,789)

	
	
	
	
	
	
	
	
	

	Share of  profit after    

  tax of associated 
  company
	5,661
	-
	-
	-
	-
	-
	
	5,661

	
	
	
	
	
	
	
	
	

	Profit before tax
	36,867
	478
	3,640
	1,751
	860
	36
	
	43,632

	
	
	
	
	
	
	
	
	

	Income taxes
	
	
	
	
	
	
	
	(10,539)

	
	
	
	
	
	
	
	
	

	Profit after tax
	
	
	
	
	
	
	
	33,093

	
	
	
	
	
	
	
	
	

	Minority interest
	
	
	
	
	
	
	
	(145)

	
	
	
	
	
	
	
	
	

	Profit attributable to the ordinary equity holders of the parent 
	
	
	
	
	
	
	
	32,948

	
	
	
	
	
	
	
	
	

	OTHER INFORMATION
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	SEGMENT ASSETS
	416,857
	19,513
	231,953
	8,796
	44,028
	2,082
	
	723,229

	
	
	
	
	
	
	
	
	

	Deferred tax assets
	
	
	
	
	
	
	
	11,889

	
	
	
	
	
	
	
	
	

	Tax assets
	
	
	
	
	
	
	
	1,449

	
	
	
	
	
	
	
	
	

	Consolidated Total Assets
	
	
	
	
	
	
	
	736,567

	
	
	
	
	
	
	
	
	

	SEGMENT LIABILITIES
	97,724
	4,829
	66,214
	1,506
	9,798
	66
	
	180,137

	
	
	
	
	
	
	
	
	

	Provision for taxation
	
	
	
	
	
	
	
	8,370

	
	
	
	
	
	
	
	
	

	Deferred tax liabilities
	
	
	
	
	
	
	
	20,613

	
	
	
	
	
	
	
	
	

	Consolidated Total Liabilities
	
	
	
	
	
	
	
	209,120

	
	
	
	
	
	
	
	
	


Note:  The construction division has been combined with property development division to form a reportable segment as  major part of its revenue is derived from internal property development projects.
A9.
VALUATION OF PROPERTY, PLANT AND EQUIPMENT
The valuations of property, plant and equipment have been brought forward without any amendments from the previous audited financial statements.

A10.
MATERIAL EVENT SUBSEQUENT TO THE END OF THE INTERIM PERIOD
There were no material events subsequent to the end of the current quarter under review that have not been reflected in the financial statements except the following:-

(i) On 8 May 2007, the Company’s wholly-owned subsidiary company, Srijang Indah Sdn Bhd, entered into Sale and Purchase Agreements to dispose 7 units of 4 storey shop offices for a total cash consideration of RM8,400,000.00. This disposal has resulted in a loss of RM300,000.00. Notwithstanding the loss on disposal, the Group has previously recognised gain of RM4,853,208.00 from changes in the fair values of this property less applicable deferred tax liabilities in accordance with the FRS 140 as mentioned in note A1(iv). Hence, the net gain on this disposal was amounting to RM4,553,208.00.
(ii) On 23 May 2007, the Company through its wholly-owned subsidiary company, Metro Kajang (Oversea) Sdn Bhd (“MKOSB”) partially subscribed for the registered capital (in part amounting to USD652,000.00) in Metro Property (Anshan) Co Ltd (“MPACL”) resulting in MPACL becoming a wholly-owned subsidiary of MKOSB.

MPACL has on 15 May 2007 obtained the registration with the Anshan Industrial & Commerce Administrative Bureau, The People’s Republic of China and has a registered capital of USD6,000,000.00. Under the local regulations, MKOSB has six (6) months from the date of registration of MPACL to fully subscribe the registered capital of MPACL. The principal activity of MPACL is property development. 


As at to-date, MKOSB has subscribed USD2,852,000.00 of MPACL registered capital.

A11.
CHANGES IN THE COMPOSITION OF THE GROUP
There were no changes in the composition of the Group in the current quarter and the financial year-to-date. 
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 2006 recorded an increase of RM3,373,521.00. Total credit facilities with corporate guarantees utilised by subsidiary companies as at the date of this announcement amounted to RM97,617,050.00.
A13.
CAPITAL COMMITMENTS

Capital commitments outstanding not provided for in the interim financial report are as follows: -
	
	Current

Quarter

31.3.2007
RM’000

	Approved and contracted for 
	

	  - Capital work-in-progress
	6,851

	  - Property, plant and equipment
	112

	
	6,963


A14.
RELATED PARTY TRANSACTIONS

There were no related party transactions in the current quarter and the financial year-to-date.
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ADDITIONAL INFORMATION REQUIRED BY APPENDIX 9B OF THE BURSA MALAYSIA SECURITIES BERHAD LISTING REQUIREMENTS
B1.
REVIEW OF PERFORMANCE OF THE COMPANY AND ITS PRINCIPAL SUBSIDIARIES FOR THE QUARTER UNDER REVIEW AND THE FINANCIAL YEAR-TO-DATE
The Group’s operating revenue for the current quarter was lower by 16% to RM56.84 million compared to RM67.88 million in the preceding year corresponding quarter was mainly due to lower percentage of recognition on completed and on-going projects from property and construction division.  However, the profit before tax for the current quarter increased by 43% to RM16.97 million compared to RM11.83 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 RM102.13 million from which the attributed sales revenue and profits will be recognized progressively as their development percentage of completion progresses.

The property and construction division registered higher profit before tax to RM31.21 million compared to the preceding year-to-date of RM19.82 million was mainly due to higher development profit margin and higher percentage of recognition on completed and on-going projects.  
The furniture manufacturing division registered a drop in profit before tax to RM0.48 million compared to the preceding year-to-date of RM0.75 million was mainly due to a decrease in profit margin of its upholstery products which resulted from inefficient usage of raw materials coupled with the increase in prices of these materials. Consequently, the company has put in-place appropriate controls over selection and usage of raw materials and revision of selling prices.
The hotel, club and investment division registered an increase in profit before tax to RM3.64 million compared to the preceding year-to-date of RM3.35 million.
The trading division registered higher profit before tax to RM1.75 million compared to the preceding year-to-date of RM0.93 million was mainly from the increase in sales of higher profit margin building materials and household products.

The livestock farming, food processing and retail division registered a profit before tax to RM0.86 million compared to preceding year-to-date of RM0.38 million was mainly due to an increase in processing fees of the food processing division.
In the opinion of the Directors, the results of the current quarter and the financial year to-date have not been affected by any transaction or event of material or unusual nature which has arisen between 30 September 2006 and the date of this announcement.
B2.
COMMENT ON MATERIAL CHANGES IN THE PROFIT BEFORE TAX OF THE CURRENT QUARTER COMPARED WITH PRECEDING QUARTER
	
	2nd quarter ended

31.3.2007
RM’000
	1st quarter ended

31.12.2006

RM’000

	Profit Before Tax
	16,972
	26,660


Profit before tax for the current quarter was lower by 36% to RM16.97 million compared to RM26.66 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.
CURRENT YEAR PROSPECTS
The Board of Directors is confident that the Group will achieve satisfactory results for the financial year ending 30 September 2007.

B4.
VARIANCE OF ACTUAL PROFIT FROM PROFIT FORECAST AND PROFIT GUARANTEE


This is not applicable to the Group.

B5.
TAXATION
The taxation of the Group comprises of the following: -
	
	
	Current

Quarter

31.3.2007
RM’000
	
	Financial year-to-date

31.3.2007
RM’000

	(i)
	Current taxation
	
	
	

	
	  - Income taxation
	3,996
	
	10,712

	
	  - Real property gain tax
	-
	
	-

	(ii)
	Deferred taxation
	(211)
	
	(173)

	
	
	3,785
	
	10,539

	(iii)
	Under provision in prior years 
	-
	
	-

	
	
	3,785
	
	10,539

	
	
	
	
	


The effective tax rate applicable to the Group for the financial 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. 
B6.
UNQUOTED INVESTMENTS AND/OR PROPERTIES
There was no sale of unquoted investments and/or properties for the current quarter under review.
B7.
QUOTED INVESTMENTS
(a) The purchase and disposal of quoted investments for the current quarter and the financial      year-to-date were as follows: -

	
	Current

Quarter

31.3.2007
RM’000
	
	Financial

year-to-date

31.3.2007
RM’000

	(i)      Total purchase consideration
	-
	
	-

	(ii)     Total sale proceeds
	-
	
	334

	(iii)    Total gain on disposal
	-
	
	-

	(iv)    Total loss on disposal
	-
	
	291

	
	
	
	


(b) Total investments in quoted securities as at 31 March 2007 are as follows: -




      
	
	RM’000

	(i)        At Cost
	1,874

	(ii)       At Book Value
	1,697

	(iii)      At Market Value
	2,583  


B8.
STATUS OF CORPORATE PROPOSALS ANNOUNCED 
There were no corporate proposals announced which are pending completion as at the date of issue of this announcement.

B9.
GROUP BORROWINGS AND DEBT SECURITIES
The Group’s borrowings (including hire purchase) as at 31 March 2007 are as follows: -

	
	
	RM’000

	Short-term
	- unsecured
	35,339

	
	- secured
	9,237

	Long-term
	- unsecured
	8,333

	
	- secured
	50,481

	Total
	
	103,390


The Group’s borrowings include a secured foreign currency bank borrowing by a subsidiary company in the People’s Republic of China as follows: -

	
	Denominated in 

Chinese Renminbi

(‘000)
	
	Denominated in 

Ringgit Malaysia

(‘000)

	
	
	
	

	Short-term loan
	3,900
	
	1,745

	
	
	
	


B10.
OFF BALANCE SHEET FINANCIAL INSTRUMENTS
The Group has no off balance sheet financial instruments as at the date of this report.

B11.
MATERIAL LITIGATION
There was no material litigation involving the Group during the current quarter under review.

B12.
DIVIDEND
The Board of Directors does not recommend any dividend for the current quarter ended 31 March 2007.



B13.
EARNINGS PER SHARE (“EPS”)
	
	Current year

Quarter

31.3.2007
	Preceding year Quarter

31.3.2006
	Current

year-to-

date

31.3.2007
	Preceding

year-to-

date

31.3.2006

	
	Unaudited
	Unaudited
	Unaudited
	Unaudited

	
	
	
	
	

	BASIC EPS
	
	
	
	

	Profit attributable to ordinary equity holders of the parent (RM’000)
	13,042
	8,443
	32,948
	19,432

	
	
	
	
	

	Weighted average number of       ordinary shares (’000)
	195,080
	195,078
	195,080
	195,078

	
	
	
	
	

	BASIC EPS (sen)
	6.69
	4.33
	16.89
	9.96

	
	
	
	
	

	DILUTED EPS
	
	
	
	

	Profit attributable to ordinary equity holders of the parent (RM’000)
	13,042
	8,443
	32,948
	19,432

	
	
	
	
	

	Weighted average number of       ordinary shares (’000)
	195,080
	195,078
	195,080
	195,078

	Dilutive ESOS (‘000)
	58
	-
	58
	-

	Dilutive Warrants (‘000)
	1,597
	-
	1,597
	-

	Total weighted average number of ordinary shares (’000)
	196,735
	195,078
	196,735
	195,078

	
	
	
	
	

	DILUTED EPS (sen)
	6.63
	-
	16.75
	-

	
	
	
	
	


B14.
AUTHORIZATION FOR ISSUE

The interim financial statements were authorized for issue by the Board of Directors in accordance with a resolution of the Directors on 28 May 2007.
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