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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 2008.

The MASB has also issued the following new and revised FRSs, Amendments to FRSs and Interpretations that have not been early adopted in preparing these financial statements:-

	
	
	For financial periods beginning on or after 

	FRS 4
	Insurance Contracts
	1 January 2010

	FRS 7

	Financial Instruments : Disclosures
	1 January 2010

	FRS 8
	Operating Segments
	1 July 2009

	FRS 101
	Presentation of Financial Statements
	1 January 2010

	FRS 123
	Borrowing Costs
	1 January 2010

	FRS 139
	Financial Instruments: Recognition and Measurement
	1 January 2010

	Amendments to FRS 1 First-time Adoption of Financial Reporting 

  Standards and FRS 127 Consolidated and Separate Financial Statements: 

  Cost of an Investment in a Subsidiary, Jointly Controlled Entity or 

  Associate
	1 January 2010

	Amendments to FRS 2 Share-based Payment: Vesting Conditions and 

  Cancellations
	1 January 2010

	Amendments to FRS 132 Financial Instruments: Presentation
	1 January 2010

	Amendments to FRS 139 Financial Instruments: Recognition and 

  Measurement, FRS 7 Financial Instruments: Disclosures and IC 

  Interpretation 9 Reassessment of Embedded Derivatives
	1 January 2010

	IC Interpretation 9
	Reassessment of Embedded Derivatives
	1 January 2010

	IC Interpretation 10
	Interim Financial Reporting and Impairment
	1 January 2010

	IC Interpretation 11
	FRS 2 – Group and Treasury Share Transactions 
	1 January 2010

	IC Interpretation 13
	Customer Loyalty Programmes
	1 January 2010

	IC Interpretation 14
	FRS 119 – The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction
	1 January 2010


By virtue of the exemption in FRS 4, 7 and 139, the impact of applying the respective FRSs on these financial statements upon their first adoption as required by paragraph 30(b) of FRS 108, Accounting Policies, Changes in Accounting Estimates and Errors is not disclosed.

The adoption of the other FRSs, Amendments to FRSs and Interpretations is not expected to have any significant impact on the results and financial position of the Group and of the Company.

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 2008 in their report dated 31 December 2008.

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.

A7.
DIVIDEND PAID
On 8 October 2008, the Company paid the first interim dividend of 5.0 sen less 25% tax per ordinary share of RM1.00 each amounting to RM8,590,438 for the financial year ended 30 September 2008.
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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
	Hotel, club and investment
	Livestock farming, food processing and retail
	Manufac-turing
	Trading
	Planta-tion
	Services and Others
	Elimination
	Consoli-

dated

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

	REVENUE
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	External Sales
	243,497
	45,517
	29,415
	21,316
	33,489
	-
	400
	-
	373,634

	
	
	
	
	
	
	
	
	
	

	Inter-Segment Sales
	2,026
	50,987
	-
	-
	392
	-
	73
	(53,478)
	-

	
	
	
	
	
	
	
	
	
	

	
	245,523
	96,504
	29,415
	21,316
	33,881
	-
	473
	(53,478)
	373,634

	RESULTS
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Segmental results   
	38,421
	12,213
	6,382
	4,747
	282
	(4,604)
	555
	
	57,996

	
	
	
	
	
	
	
	
	
	

	Unallocated   

Corporate expenses
	
	
	
	
	
	
	
	
	-

	Profit from  operations
	
	
	
	
	
	
	
	
	57,996

	
	
	
	
	
	
	
	
	
	

	Interest expenses
	(5,941)
	(2,352)
	(244)
	(24)
	(178)
	(5)
	-
	
	(8,744)

	
	
	
	
	
	
	
	
	
	

	Share of  profit after    

  tax of associated 
  company
	8,669
	-
	-
	-
	-
	-
	-
	
	8,669

	Profit/(Loss) before 

  tax
	41,149
	9,861
	6,138
	4,723
	104
	(4,609)
	555
	
	57,921

	
	
	
	
	
	
	
	
	
	

	Income taxes
	
	
	
	
	
	
	
	
	(14,526)

	Profit after tax
	
	
	
	
	
	
	
	
	43,395

	
	
	
	
	
	
	
	
	
	

	Minority interests
	
	
	
	
	
	
	
	
	(992)

	
	
	
	
	
	
	
	
	
	

	Profit attributable to the ordinary equity holders of the parent 
	
	
	
	
	
	
	
	
	42,403

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	OTHER INFORMATION
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	SEGMENT ASSETS
	495,707
	247,241
	49,528
	21,664
	11,626
	113,694
	1,563
	
	941,023

	
	
	
	
	
	
	
	
	
	

	Deferred tax assets
	
	
	
	
	
	
	
	
	9,577

	
	
	
	
	
	
	
	
	
	

	Current tax assets
	
	
	
	
	
	
	
	
	2,360

	
	
	
	
	
	
	
	
	
	

	Consolidated  total assets
	
	
	
	
	
	
	
	
	952,960

	
	
	
	
	
	
	
	
	
	

	SEGMENT LIABILITIES
	184,287
	58,124
	5,890
	2,384
	3,263
	750
	29
	
	254,727

	
	
	
	
	
	
	
	
	
	

	Deferred tax liabilities
	
	
	
	
	
	
	
	
	42,035

	
	
	
	
	
	
	
	
	
	

	Current tax liabilities
	
	
	
	
	
	
	
	
	3,243

	
	
	
	
	
	
	
	
	
	

	Consolidated total liabilities
	
	
	
	
	
	
	
	
	300,005

	
	
	
	
	
	
	
	
	
	

	Depreciation and amortisation
	1,332
	860
	1,960
	611
	21
	1,469
	9
	
	6,262

	
	
	
	
	
	
	
	
	
	


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 10 October 2009, the subsidiary, Metro Property (Anshan) Co Ltd (“Metro Anshan”) has completed the voluntary winding-up proceedings.  The capital belonging to Metro Anshan amounting to USD10.15 million has been successfully repatriated back to Malaysia. 
A11.
CHANGES IN THE COMPOSITION OF THE GROUP

The change in the composition of the Group in the current quarter and the financial year-to-date is as follows:-
(i)
On 15 December 2008, the Company acquired 100,000 ordinary shares of RM1.00 each in Everland Asia Development Sdn Bhd (“Everland”) representing 100% of the issued and paid-up share capital of Everland for a total cash consideration of RM100,000.  As a result, Everland became a wholly-owned subsidiary of the Company.
(ii) On 9 April 2009, the Company acquired the remaining 15,000 ordinary shares of RM1.00 each in My Fresh Bioindustry Sdn Bhd (“MFBSB”) representing 15% of the issued and paid-up share capital of MFBSB for a total cash consideration of RM15,000.  As a result, MFBSB became a wholly-owned subsidiary of the Company.
(iii) On 18 August 2009, the Company acquired the remaining 30 ordinary shares of RM1.00 each in Rumus Mewah Sdn Bhd (“RMSB”) representing 30% of the issued and paid-up share capital of RMSB for a total cash consideration of RM30.  As a result, RMSB became a wholly-owned subsidiary of the Company.  
(iv) On 1 September 2009, the Company disposed 75,000 ordinary shares of RM1.00 each in MKM Bioindustry Sdn Bhd (“MKMBSB”) representing 75% of the issued and paid-up share capital of MKMBSB for a total cash consideration of RM2,500.  As a result, MKMBSB ceased to be the subsidiary 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 2008 recorded a decrease of approximately RM14.0 million.  Total credit facilities with corporate guarantees utilised by subsidiary companies as at the date of this announcement is approximately RM158.0 million.
A13.
RELATED PARTY TRANSACTIONS

There were no related party transactions in the current quarter and the financial year-to-date except the following:-

	
	Current

Quarter

30.9.2009
RM’000
	
	Financial year-to-date

30.9.2009
RM’000

	Received or receivable from related party :
	
	
	

	  Progress billings to a Director of the Company
	-
	
	368
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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 
Group

The Group’s revenue for the current quarter decreased by 16% to RM99.3 million compared to the preceding year corresponding quarter of RM118.1 million was mainly due to higher sales of investment properties in preceding year corresponding quarter.  The decrease in profit before tax by 62% to RM12.2 million compared to the preceding year corresponding quarter of RM31.7 million was mainly attributable to higher recognition of net gains on changes in fair value of investment properties in preceding year corresponding quarter as compared to the current quarter.
Excluding the net gains on changes in fair value of investment properties of RM25.3 million in the preceding year-to-date profit before tax (“adjusted PBT”), the Group’s current year-to-date profit before tax increased by 26.9% to RM57.9 million as compared to the preceding year-to-date adjusted PBT of RM45.7 million.
Property and construction
The property and construction division recorded an increase in revenue of 6% to RM243.5 million compared to the preceding year-to-date of RM229.6 million.  The profit before tax which included the share of after tax profit of an associated company registered an increase of 2% to RM41.1 million compared to the preceding year-to-date of RM40.4 million.  The increase in both revenue and profit before tax was mainly due to higher percentage of recognition of on-going projects and sales of completed development properties, coupled with higher profit contribution from the associated company.

As at 30.9.2009, the Group has locked-in unbilled sales value of RM87.4 million from which attributed sales revenue and profits will be recognised progressively as their development percentage of completion progresses.

Hotel, club and investment
Although this division recorded higher revenue of RM45.5 million as compared to the preceding year-to-date of RM41.2 million, the profit before tax registered a decrease of 69% to RM9.9 million compared to the preceding year-to-date of RM31.5 million.  The significant decrease in profit before tax was mainly due to lower recognition of net gains on changes in fair value of investment properties in current year-to-date as compared to the preceding year-to-date of RM25.3 million.
Livestock farming, food processing and retail

This division performed better with an increase in revenue in the food processing division.  Higher productivity coupled with better selling prices translated into improved margins for livestock farming division and the retail division has achieved economies of scale in its operations.  As a result, revenue and profit before tax were higher by 22% to RM29.4 million and 45% to RM6.1 million respectively compared to the preceding year-to-date of RM24.1 million and RM4.2 million respectively.  

Manufacturing
This division recorded higher revenue of 34% to RM21.3 million as compared to the preceding year-to-date of RM15.9 million and turnaround from a loss position of RM0.7 million to a profit position of RM4.7 million as a result of a significant increase in furniture orders from existing customers coupled with higher revision in selling prices, lower material costs and stringent cost control exercise.
Trading

This division recorded a marginal decrease in revenue by 4% to RM33.5 million as compared to the preceding year-to-date of RM34.9 million and turnaround from a loss position of RM1.9 million to a profit of RM0.1 million was mainly due to lower write down of inventory value and improvement in the sales composition of low profit margin building materials.  The Group will continue to source and trade for better margin building materials.
Plantation
As at to date, this division has planted approximately 7,500 hectares out of the total 15,942.6 hectares and the Group expects the planting of oil palm trees to be completed in three (3) phases over a period of three (3) to four (4) years.  

B2.
COMMENT ON MATERIAL CHANGES IN THE PROFIT BEFORE TAX OF THE CURRENT QUARTER COMPARED WITH PRECEDING QUARTER
	
	4th quarter ended

30.9.2009
RM’000
	3rd quarter ended

30.6.2009
RM’000

	Profit Before Tax
	12,194
	20,522


The profit before tax for the current quarter was lower at RM12.2 million compared to RM20.5 million in the preceding quarter mainly attributable to lower percentage of recognition of the on-going property development projects and expenses incurred for refurbishment of certain investment properties.
B3.
CURRENT YEAR PROSPECTS

The Board of Directors is confident that the Group will achieve satisfactory results for the next financial year ending 30 September 2010.

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

30.9.2009
RM’000
	
	Financial year-to-date

30.9.2009
RM’000

	(i)
	Current taxation
	
	
	

	
	  - Income taxation
	4,064
	
	15,545

	(ii)
	Deferred taxation
	(713)
	
	(770)

	
	
	3,351
	
	14,775

	(iii)
	Over provision in prior years 
	(140)
	
	(249)

	
	
	3,211
	
	14,526


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 subsidiaries’ 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

30.9.2009
RM’000
	
	Financial

year-to-date

30.9.2009
RM’000

	
	
	
	

	Net gains on disposals of  

  - investment property

  - investment properties which classified as 

     non-current assets held for sale
	-
-
	
	144

1,936


B7.
QUOTED INVESTMENTS

There were no quoted investments as at 30 September 2009.
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 finance lease liabilities) as at 30 September 2009 are as follows: -

	
	
	RM’000

	Short-term
	- unsecured
	18,339

	
	- secured
	39,186

	Long-term
	- unsecured
	-

	
	- secured
	106,787

	Total
	
	164,312


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

On 10 September 2009, the Company declared a first interim dividend of 5.0 sen per ordinary share of RM1.00 each less 25% tax for the financial year ended 30 September 2009.  The entitlement and payment dates were on 30 September 2009 and 19 October 2009 respectively.
B13.
EARNINGS PER SHARE (“EPS”)

	
	Current year

Quarter

30.9.2009
	Preceding year Quarter

30.9.2008
	Current

year-to-

date

30.9.2009
	Preceding

year-to-

date

30.9.2008

	
	Unaudited
	Audited
	Unaudited
	Audited

	
	
	
	
	

	BASIC EPS
	
	
	
	

	Profit attributable to ordinary equity holders of the parent (RM’000)
	8,633
	20,463
	42,403
	51,587

	
	
	
	
	

	Weighted average number of       ordinary shares (’000)
	229,078
	226,735
	229,078
	226,735

	
	
	
	
	

	BASIC EPS (sen)
	3.77
	9.03
	18.51
	22.75

	
	
	
	
	

	DILUTED EPS (sen)
	
	
	
	

	   Not applicable
	
	
	
	


B14.
AUTHORISATION FOR ISSUE

The interim financial statements were authorised for issue by the Board of Directors in accordance with a resolution of the Directors on 25 November 2009.
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