OSK PROPERTY HOLDINGS BERHAD (201666-D)
Quarterly Report for the Second Financial Quarter Ended 30 June 2004
Notes (In Compliance with MASB 26)

A1.
Accounting policies

The Quarterly Report has been prepared in accordance with Malaysian Accounting Standards Board (“MASB”) 26: Interim Financial Reporting and Chapter 9 Part K of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities”). 

The accounting policies and methods of computation applied in this Quarterly Report are similar as compared with the financial statements for the previous financial year ended 31 December 2003, other than for the compliance with the applicable approved Accounting Standards that have come into effect during the current financial year to date.

During the financial period ended 30 June 2004, the Group adopted MASB 32: Property Development Activities. The adoption of MASB 32 has not given rise to any adjustment to the opening balances of retained profits of the current financial period or the prior financial period/year.

A2.
Audit report of previous annual financial report

The audit report of the previous annual financial report was not qualified.

A3.
Seasonal or cyclical factors

The Group’s operations are not affected by any seasonal or cyclical factors.

A4.
Unusual items affecting financial statements

There were no unusual items affecting the financial statements during the current financial year to date. 

A5.
Changes in accounting estimates

There were no changes in accounting estimates used in the preparation of financial statements in the current financial year to date as compared with the previous financial year.

A6.
Debt and equity securities

On 6 April 2004, the Company issued RM100 million nominal value Seven (7)-Year Serial Al-Bai’ Bithaman Ajil Islamic Debt Securities (“BaIDS”). The proceeds amounting to RM85.8 million of the BaIDS were placed into the Designated Accounts under the BaIDS and subsequently utilised as follows: -

(a) payment of expenses relating to the BaIDS of RM0.7 million; 

(b) repayment of bank borrowings amounting to RM27.5 million;

(c) repayment to holding company, OSK Holdings Berhad of RM33.7 million; and

(d) the remaining balance is transferred to reserve accounts and working capital for property development projects.

There were no repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares or resale of treasury shares during the current financial year to date.

A7.
Dividend paid

The final dividend of 5 sen per share less 28% income tax amounting to RM3,599,871 in respect of the preceding financial year ended 31 December 2003 was paid on 17 June 2004.

A8.
Segmental information


Segmental information is presented in respect of the Group’s business segments.

Segment revenue, results, assets and liabilities include items directly attributable to a segment as well as those that can be allocated on a reasonable basis. 


The Group comprises the following main business segments:

(i) 
Property development - Development of residential and commercial properties;

(ii) Property management; and 

(iii) Holding entity

Current financial year to date ended 30 June 2004 (Audited)
Property 

Development

RM’000
Property

Management 
RM’000
Holding 

Entity

RM’000
Consolidated

RM’000

Revenue





Revenue from external parties
50,633
-
122
50,755







Results





Segment profit / (loss)
7,030
(6)
 (249)
6,775

Less:  Finance costs
(1,237)
-
-
   (1,237)

Profit / (Loss) before taxation
5,793
(6)
(249)
5,538

Tax (expense) / income
(2,064)
-
36
(2,028)

Net profit / (loss) for the period
3,729
(6)
(213)
3,510

 





Assets





Segment assets
368,834
4,222
445
373,501







Liabilities





Segment liabilities
168,659
2
44
168,705







Other information





Capital expenditure
3,835
-
-
3,835

Depreciation
101
-
-
101

A9.
Valuations of property, plant and equipment

The valuations of property, plant and equipment have been brought forward without amendment from the previous annual financial statements.

A10.
Subsequent event

On 26 July 2004, the renounceable rights issue of 49,998,000 warrants of the Company issued on the basis of one warrant for every two existing ordinary shares of RM1 each held in the Company at an issue price of RM0.30 per warrant were quoted and listed on the Main Board of Bursa Securities with the following salient terms: -

(a) The exercise price of the warrants is fixed at RM1.10; and

(b) The warrant may be exercised at any time from 16 July 2004 to 5 April 2009, being the date falling five years from the date of issue of the BaIDS on 6 April 2004. The gross proceeds raised from the exercise of the warrants of up to RM54,997,800 are proposed to be placed in a sinking fund that would be utilised for the redemptions of the BaIDS in the manner described in the Trust Deed.;

A11.
Changes in the composition of the Group

On 22 June 2004, the Company acquired 100% equity interest in Aspect Synergy Sdn. Bhd. (“ASSB”) which comprises two ordinary shares of RM1 each for cash consideration of RM2. By virtue of the acquisition, ASSB has become a wholly owned subsidiary of the Company.

A12.
Changes in contingent liabilities or contingent assets

There were no contingent liabilities or contingent assets as at the end of the current financial year to date (2003 : Nil).

Notes (Revised Listing Requirements of Bursa Securities)
B1. 
Review of the performance of the Company and its principal subsidiaries

The Group’s revenue increased by 12.1% to RM50.8 million for the six months ended 30 June 2004 as compared to RM45.3 million in the preceding year corresponding period.  The Group recorded a pre-tax profit of RM5.5 million for the period under review as compared to RM6.8 million for the corresponding period in 2003. Without the effects of the proportionate allocation of fair value for the land cost of RM4.2 million (RM2.2 million for the corresponding period), the pre-tax profit would have been RM9.7 million (RM9 million for the corresponding period) for the first half year, which represents an improvement of 7.8% period on period.

B2.
Material changes in the quarterly results 

The Group’s revenue declined marginally by 7.9% to RM24.3 million as compared to the preceding quarter. The Group recorded a pre-tax of RM2.2 million for the second quarter as compared to RM3.4 million in the preceding quarter due to the effect of costs related to the issuance and profit payment for the BaIDS.

B3.
Current year prospects

In the second half of the year, the Group will be launching new development phases in Sungai Petani and Seremban, which will contribute towards the Group’s profitability.  The Group will also be launching new development projects in Kajang and Sungai Buloh later this year or early next year to expand its income sources and reduce reliance on the development in Sungai Petani and Seremban.  The positive economic condition this year would have a favourable impact on the Malaysian property market.  With the expected strong GDP growth of between 6.0% and 6.5%, the Board expects a satisfactory performance for this financial year based on the strong demand for residential properties.

B4.
Profit forecast / profit guarantee 

Not applicable for the current financial year to date.

B5.
Taxation

Tax expense
Current quarter

ended 

30/6/2004
RM’000
Current year to date 

ended 

30/6/2004
RM’000

In respect of the current quarter / year to date



 - Malaysian income tax
1,582
3,270

 - Deferred tax
(490)
(1,177)


1,092
2,093

In respect of the prior year



- Malaysian income tax 
(30)
(65)


1,062
2,028

The effective tax rate at 37.8% is higher than the statutory tax rate of 28% due principally to certain expenses, including profit payment on BaIDS of RM1.2 million (the related tax effect is approximately 6%), not being tax deductible.


B6.
Sale of unquoted investments and/or properties

There were no sales of unquoted investment or properties during the current financial year to date.

B7.
Quoted securities


There were no purchases or sales of quoted securities during the current financial year to date.

B8.
Status of corporate proposals announced but not completed as at 5 August 2004 (the latest practicable date which is not earlier than 7 days from the date of issue of this Quarterly Report)

There were no corporate proposals announced but not completed as at 5 August 2004.

B9.
Borrowings and debt securities

The Group’s debt securities (all in Ringgit Malaysia) as at the end of the current financial quarter are as follows:



RM’000

Long term (secured): -


Class A BaIDS
50,000

Class B BaIDS
50,000


100,000

Less:  Unaccredited discount on BaIDS
(14,198)

           Expenses incurred for issuance of BaIDS
(747)


85,055

B10.
Off balance sheet financial instruments

As at 5 August 2004, the Group did not enter into any contract involving financial instruments with off balance sheet risk.

B11.
Material litigation

As at 5 August 2004, the Group was not engaged in any material litigation either as plaintiff or defendant and the directors are not aware of any proceeding pending or threatened against the Group or any facts likely to give rise to any proceeding which might materially and adversely affect the financial position or business operations of the Group.

B12.
Dividends

(a) As stated in Note A7, the final dividend of 5 sen per share less 28% income tax amounting to RM3,599,871 in respect of the preceding financial year ended 31 December 2003 was paid on 17 June 2004.

(b) The Board of Directors recommend an interim dividend of 2.5 sen per share less 28% income tax for the current financial year to date (comparative period: 2.5 sen per share less 28% income tax). The entitlement date to the interim dividend shall be determined by the Board of Directors at a subsequent stage.

B13.
Earnings per share (“EPS”)

 
Current quarter

ended

30/6/2004

RM’000
Comparative quarter

ended

30/6/2003 

RM’000
Current

year to date

ended

30/6/2004
RM’000
Preceding 

year to date ended

30/6/2003

RM’000

Group’s profit after tax used as numerator in the calculation of basic EPS
1,110
1,792
3,510
4,707

Weighted average number of shares used as denominator in the calculation of basic EPS
99,996
99,996
99,996
99,996

By order of the Board

___________________________________________________

DATO’ NIK MOHAMED DIN BIN DATUK NIK YUSOFF
Executive Director 

Kuala Lumpur

12 August 2004
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