   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 2007.

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 2007. 
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 2007 in their report dated 28 December 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.
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.
A6.
ISSUANCE AND REPAYMENT OF DEBT AND EQUITY SECURITIES
There were no issuance, cancellations, repurchases, resale and repayment of debt and equity securities except the following:-
(i) Issuance of 203,499 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 range of RM1.00 and RM1.40 per new ordinary share. The total cash proceeds from the exercise of ESOS was amounting to RM272,699.  The remaining unexercised ESOS of 448,734 has lapsed and became null and void on 7 October 2007.
(ii) Issuance of 29,454,670 new ordinary shares of RM1.00 each pursuant to the exercise of the Company’s Warrant (“Warrant”) at the exercise price of RM1.01 per new ordinary share. The total cash proceeds from the exercise of Warrants was amounting to RM29,749,217.  The remaining unexercised Warrants of 459,795 had lapsed and became null and void on 21 November 2007, and were removed from the official list of Bursa Securities with effect on 22 November 2007.
        

A7.
DIVIDEND PAID
On 24 October 2007, the Company paid the first interim dividend of 5.0 sen less 27% tax per ordinary share of RM1.00 each amounting to RM7,717,362 for the financial year ended 30 September 2007.
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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
	52,242
	4,435
	6,185
	5,584
	5,242
	79
	-
	73,767

	
	
	
	
	
	
	
	
	

	Inter-Segment Sales
	-
	-
	317
	227
	-
	40
	(584)
	-

	
	
	
	
	
	
	
	
	

	
	52,242
	4,435
	6,502
	5,811
	5,242
	119
	(584)
	73,767

	RESULTS
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Segmental results   
	10,456
	(76)
	1,790
	264
	1,291
	27
	
	13,752

	
	
	
	
	
	
	
	
	

	Unallocated   

Corporate expenses
	
	
	
	
	
	
	
	-

	Profit from  operations
	
	
	
	
	
	
	
	13,752

	
	
	
	
	
	
	
	
	

	Interest expenses
	(1,279)
	(21)
	(991)
	-
	(137)
	-
	
	(2,428)

	
	
	
	
	
	
	
	
	

	Share of  profit after    

  tax of associated 
  company
	2,347
	-
	-
	-
	-
	-
	
	2,347

	Profit/(Loss) before tax
	11,524
	(97)
	799
	264
	1,154
	27
	
	13,671

	
	
	
	
	
	
	
	
	

	Income taxes
	
	
	
	
	
	
	
	(3,178)

	Profit attributable to the ordinary equity holders of the parent 
	
	
	
	
	
	
	
	10,493

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	OTHER INFORMATION
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	SEGMENT ASSETS
	506,386
	18,506
	246,026
	8,485
	44,776
	1,620
	
	825,799

	
	
	
	
	
	
	
	
	

	Deferred tax assets
	
	
	
	
	
	
	
	9,117

	
	
	
	
	
	
	
	
	

	Tax assets
	
	
	
	
	
	
	
	2,693

	
	
	
	
	
	
	
	
	

	Consolidated Total Assets
	
	
	
	
	
	
	
	837,609

	
	
	
	
	
	
	
	
	

	SEGMENT LIABILITIES
	146,635
	4,002
	59,270
	2,794
	8,663
	79
	
	221,443

	
	
	
	
	
	
	
	
	

	Provision for taxation
	
	
	
	
	
	
	
	3,155

	
	
	
	
	
	
	
	
	

	Deferred tax liabilities
	
	
	
	
	
	
	
	32,942

	
	
	
	
	
	
	
	
	

	Consolidated Total Liabilities
	
	
	
	
	
	
	
	257,540

	
	
	
	
	
	
	
	
	

	Depreciation and amortisation
	381
	112
	217
	13
	416
	2
	
	1,141

	
	
	
	
	
	
	
	
	


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 on 18 January 2008, the subsidiary company, Detik Merdu Sdn Bhd (“DMSB”) has completed the acquisition of 1,385,600 ordinary shares of USD1.00 each representing 100% share equity of SJL Utama Pte. Ltd. (“SJL”) from Mr. Ong Khek Gee and En. Mohd Azian Bin Sapar (“the Acquisition”). SJL has 94.99% share equity interest in PT Khaleda Agroprima Malindo (“PT Khaleda”) of Indonesia. The completion of the Acquisition has resulted in both SJL and PT Khaleda became subsidiary companies of DMSB and the Company.
A11.
CHANGES IN THE COMPOSITION OF THE GROUP
The changes in the composition of the Group in the current quarter and the financial year-to-date are as follows:-
(i) On 5 December 2007, the Company fully subscribed for additional 400,000 ordinary shares of RM1.00 each in issued and paid-up share capital of Perkasa Bernas (M) Sdn Bhd for a total cash consideration of RM400,000.
(ii) On 24 December 2007, the subsidiary company, Detik Merdu Sdn Bhd entered into a sale and purchase agreement with a third party to acquire the entire equity interest in SJL Utama Pte. Ltd. (“SJL”), a company incorporated in Labuan, Malaysia, comprising 1,385,600 ordinary shares of USD1.00 each for a total consideration of RM24,000,000. SJL has a 94.99% owned subsidiary company, PT Khaleda Agroprima Malindo (“PT Khaleda”) which owns approximately 15,942.60 hectares of plantation land (“the Land”) located at Kabupaten Kutai Kartanegara, Kalimantan Timur, Indonesia. The Land’s title “Hak Guna Usaha” has been issued to PT Khaleda on 13 September 2007 for a period of 35 years with an option to renew for another 25 years.
(iii) On 21 February 2008, the subsidiary company, Gabung Wajib Sdn Bhd (“GWSB”) acquired 2 ordinary shares of RM1.00 each in Susila Merdu Sdn Bhd (“SMSB”) representing 100% of the issued and paid-up share capital of SMSB for a total cash consideration of RM1,700 resulted SMSB became a wholly-owned subsidiary company of GWSB and 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 2007 recorded a decrease of RM5,185,634. Total credit facilities with corporate guarantees utilized by subsidiary companies as at the date of this announcement amounted to RM162,387,335.
A13.
CAPITAL COMMITMENTS

Capital commitment outstanding not provided for in the interim financial report is as follows: -
	
	Current Quarter

31.12.2007
RM’000

	Approved and contracted for 
	

	  - Capital work-in-progress
	362

	  - Acquisition of investment in subsidiary companies
	21,120

	    Total
	21,482


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 and profit before tax for the current quarter were lower by 24% to RM73.77 million and 49% to RM13.67 million compared to RM96.65 million and RM26.66 million respectively in the preceding year corresponding quarter mainly due to lower percentage of recognition upon completion of certain projects in Damansara and Petaling Jaya.  The Group’s new on-going projects are still in the preliminary stage of development.  

The Group has locked-in unbilled sales value of RM167.92 million from which attributed sales revenue and profits will be recognized progressively as their development percentage of completion progresses.   

The property and construction division including the share of profit after tax of an associated company recorded a lower operating revenue and profit before tax by 32% to RM52.24 million and 49% to RM11.52 million compared to the preceding year corresponding quarter of RM76.95 million and RM22.41 million respectively.  The lower results were mainly due to lower percentage of recognition upon completion of certain projects in Damansara and Petaling Jaya and also the new on-going projects are still in the preliminary stage of development.
The furniture manufacturing division registered a decrease in operating revenue by 7% to RM4.44 million compared to the preceding year corresponding quarter of RM4.78 million and registered a loss before tax of RM0.10 million compared to the preceding year corresponding quarter profit before tax of RM0.40 million mainly due to a decrease in profit margin of its products as a result of high costs of production and the revisions of selling prices were inadequate to mitigate the effect of the appreciation in Chinese Yuan.  Consequently, the Company had put in place new strategies to source cheaper substitutes for its raw materials.
Notwithstanding the increase in operating revenue of the hotel, club and investment division by 17% to RM6.19 million compared to the preceding year corresponding quarter of RM5.30 million, this division registered a drop in profit before tax to RM0.80 million compared to the preceding year corresponding quarter of RM1.91 million.  The drop in profit before tax was mainly due to losses in certain new investment properties have yet to achieve economies of scale on their operations.
Despite higher operating revenue achieved in the trading division by 7% to RM5.58 million compared to the preceding year corresponding quarter of RM5.23 million, the profit before tax was lower by 77% to RM0.26 million compared to the preceding year corresponding quarter of RM1.13 million due to higher sales composition of low profit margin building materials as compared to high profit margin household products.  This division will continue to source for new customers to improve profit margin.
The livestock farming, food processing and retail division’s operating revenue and profit before tax were higher by 25% to RM5.24 million and 77% to RM1.15 million compared to the preceding year corresponding quarter of RM4.18 million and RM0.65 million respectively mainly due to increase in numbers of animal slaughtered in 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 2007 and the date of this announcement.   

B2.
COMMENT ON MATERIAL CHANGES IN THE PROFIT BEFORE TAX OF THE CURRENT QUARTER COMPARED WITH PRECEDING QUARTER
	
	1st quarter ended

31.12.2007
RM’000
	4th quarter ended

30.9.2007
RM’000

	Profit Before Tax
	13,671
	27,923



The profit before tax for the current quarter was lower at RM13.67 million compared to RM27.92 million in the preceding quarter mainly due to the recognition of net gains on changes in fair value of investment properties totaling RM13.80 million in the preceding 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 2008.

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

31.12.2007
RM’000
	
	Financial year-to-date

31.12.2007
RM’000

	(i)
	Current taxation
	
	
	

	
	  - Income taxation
	3,197
	
	3,197

	
	  - Real property gain tax
	-
	
	-

	(ii)
	Deferred taxation
	(19)
	
	(19)

	
	
	3,178
	
	3,178

	(iii)
	Over provision in prior years 
	-
	
	-

	
	
	3,178
	
	3,178

	
	
	
	
	


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.
SALE OF UNQUOTED INVESTMENTS AND/OR PROPERTIES
The disposals of properties for the current quarter and the financial year-to-date were as follows:-

	
	Current

Quarter

31.12.2007
RM’000
	
	Financial

year-to-date

31.12.2007
RM’000

	
	
	
	

	Total net gains/(losses) on disposals of investment properties which classified as non-current assets held for sale
	NIL
	
	NIL

	
	
	
	


There was no gain or loss on the disposals of these investment properties which were classified as non-current assets held for sale for the current quarter and the financial year-to-date as these investment properties have been reflected at their fair values.
B7.
QUOTED INVESTMENTS
There were no quoted investments as at 31 December 2007.
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 December 2007 are as follows: -

	
	
	RM’000

	Short-term
	- unsecured
	11,000

	
	- secured
	25,082

	Long-term
	- unsecured
	8,000

	
	- secured
	87,761

	
	
	131,843

	Liabilities directly associated with assets classified as held for sale
	11,720

	Total
	
	143,563


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
	2,800
	
	1,273

	
	
	
	


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 December 2007.
B13.
EARNINGS PER SHARE (“EPS”)
	
	Current year

Quarter

31.12.2007
	Preceding year Quarter

31.12.2006
	Current

year-to-

date

31.12.2007
	Preceding

year-to-

date

31.12.2006

	
	Unaudited
	Restated
	Unaudited
	Restated

	
	
	
	
	

	BASIC EPS
	
	
	
	

	Profit attributable to ordinary equity holders of the parent (RM’000)
	10,493
	19,772
	10,493
	19,772

	
	
	
	
	

	Weighted average number of       ordinary shares (’000)
	219,756
	195,078
	219,756
	195,078

	
	
	
	
	

	BASIC EPS (sen)
	4.77
	10.14
	4.77
	10.14

	
	
	
	
	

	DILUTED EPS
	
	
	
	

	Profit attributable to ordinary equity holders of the parent (RM’000)
	10,493
	19,772
	10,493
	19,772

	
	
	
	
	

	Weighted average number of       ordinary shares (’000)
	219,756
	195,078
	219,756
	195,078

	Dilutive ESOS (‘000)
	-
	-
	-
	-

	Dilutive Warrants (‘000)
	-
	-
	-
	-

	Total weighted average number of ordinary shares (’000)
	219,756
	195,078
	219,756
	195,078

	
	
	
	
	

	DILUTED EPS (sen)
	-
	-
	-
	-

	
	
	
	
	


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 27 February 2008.
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