OSK PROPERTY HOLDINGS BERHAD (201666-D)

QUARTERLY REPORT FOR THE FIRST QUARTER ENDED 31 MARCH 2006 (Cont’d)

EXPLANATORY NOTES (Cont’d)


A1.
Accounting policies

The quarterly report is unaudited and has been prepared in accordance with FRS134 “Interim Financial Reporting”. The interim financial reporting should be read in conjunction with the audited financial statement of the Group for the financial year ended 31 December 2005. 

The significant accounting policies and methods of computation adopted by the Group in this quarterly report are consistent with those of the annual financial statements for the financial year ended 31 December 2005 except for the adoption of the following new and revised Financial Reporting Standards ("FRSs") issued by MASB that are effective for financial statements commencing 1 January 2006: -

	FRS 3

FRS 101
FRS 108
	Business Combination
Presentation of Financial Statements

Accounting Policies, Changes in Accounting Estimates and Errors

	FRS 110
	Events After the Balance Sheet Date

	FRS 116
	Property, Plant and Equipment

	FRS 127
	Consolidated and Separate Financial Statements

	FRS 132
	Financial Instruments: Disclosure and Presentation

	FRS 133
	Earnings Per Share

	FRS 136
	Impairment of Assets

	FRS 140
	Investment Property


The adoption of the abovementioned FRSs does not have significant financial impact on the Group. Nevertheless, the adoption of FRS 140: Investment Property resulted in the restatement of certain comparative figures in respect of the financial year ended 31 December 2005 as shown below:

FRS 140: Investment Property

The adoption of FRS 140 has resulted in a reclassification of certain properties amounting to RM4,308,042 (31.12.2005: RM4,321,510) which was previously included in property, plant and equipment to investment property. The Group will continues to apply the cost model as previously for such property and hence there will be no financial implication arising from the adoption of FRS 140.
The following comparative have been reclassified due to the adoption of FRS 140:







As 













Previously 



As







stated

Reclassification
re-stated






RM’000
RM’000

RM’000
At 31 March 2005
Property, plant and equipment

6,240

       (3,683)

2,557

Investment properties



    -

         3,683

3,683

At 31 December 2005
Property, plant and equipment

6,857

       (4,322)

2,535

Investment properties



    -

         4,322

4,322

	
	
	
	


A2.
Audit report of previous annual financial statements

The audit report of the Group’s preceding year financial statements was not qualified.

A3.
Seasonal or cyclical factors

There were no significant seasonal or cyclical factors that affect the business of the Group for the current year to date.

A4.
Unusual items affecting financial statements

There were no unusual items affecting the financial statements for the current quarter and financial year to date. 

A5.
Material changes in estimates of amounts reported

There were no significant changes in estimates of amounts reported in prior interim periods or prior financial years that have a material effect in the current quarter and financial year to date.
A6.
Changes in debt and equity securities
The Company repurchased its own shares during the current year to date as follows:-

	Month
	Number of

shares


	Highest

price

RM
	Lowest

price

RM
	Average

price

RM
	Total amount

paid

RM

	January
	27,100
	1.31
	1.30
	1.31
	35,540

	As at 31/03/2006
	27,100
	1.31
	1.30
	1.31
	35,540


The shares repurchased are being held as treasury shares and treated in accordance with the requirement of Section 67A of the Companies Act, 1965.

Other than the above, there were no issuances, cancellations , resale and repayments of debt and equity securities for the current year to date.
A7.
Dividends paid

There were no payments of dividend during the current quarter ended 31 March 2006.

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

(iii) Holding entity

A8.
Segmental information (Cont’d)
	Current year to date ended 31 March 2006 (unaudited)
	Property 

development

RM’000
	Property investment &
management 
RM’000
	Holding 

entity

RM’000
	Consolidated

RM’000

	Revenue
	
	
	
	

	Revenue from external parties
	21,645
	   76
	99
	21,820

	
	
	
	
	

	Results
	
	
	
	

	Segment profit / (loss)
	5,002
	74
	(172)
	4,904

	Less:  Finance costs
	(1,460)
	-
	 -
	(1,460)

	Profit / (Loss) before taxation
	3,542
	74
	(172)
	3,444

	Tax (expense) / income
	(1,320)
	-
	294
	(1,026)

	Net profit for the period
	2,222
	74
	122
	2,418

	 
	
	
	
	

	Assets
	
	
	
	

	Segment assets
	342,082
	9,503
	3,442
	355,027

	
	
	
	
	

	Liabilities
	
	
	
	

	Segment liabilities
	99,001
	4
	431
	99,436

	
	
	
	
	

	Other information
	
	
	
	

	Capital expenditure
	968
	-
	-
	968

	Depreciation
	97
	-
	-
	97


	Preceding year to date ended 31 March 2005 (unaudited)
	Property 

development

RM’000
	Property investment &
management 
RM’000
	Holding 

entity

RM’000
	Consolidated

RM’000

	Revenue
	
	
	
	

	Revenue from external parties
	16,761
	60
	142
	16,963

	
	
	
	
	

	Results
	
	
	
	

	Segment profit / (loss)
	5,132
	58
	(36)
	5,154

	Less:  Finance costs
	(1,828)
	-
	-
	(1,828)

	Profit / (Loss) before taxation
	3,304
	58
	(36)
	3,326

	Tax expense
	(1,271)
	-
	-
	(1,271)

	Net profit / (loss) for the period
	2,033
	58
	(36)
	2,055


	Assets
	
	
	
	

	Segment assets
	  365,534
	8,862
	 17,926
	392,322

	
	
	
	
	

	Liabilities
	
	
	
	

	Segment liabilities
	171,171
	1
	1,009
	172,181

	
	
	
	
	

	Other information
	
	
	
	

	Capital expenditure
	256
	-
	-
	256

	Depreciation
	89
	-
	-
	89


A9.
Valuations of property, plant and equipment

There were no revalued property, plant and equipment as at 31 March 2006.
A10.
Material subsequent events
There were no significant subsequent events from between 31 March 2006 to 17 May 2006 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report).

A11.
Changes in the composition of the Group

There were no changes in the composition of the Group during the current year to date.
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.

ADDITIONAL INFORMATION AS REQUIRED BY APPENDIX 9B OF BURSA MALAYSIA LISTING REQUIREMENTS

B1. 
Review of the performance of the Company and its principal subsidiaries


(Commentary on current quarter and current year to date)

The Group’s pre-tax profit of RM3.4 million for the first quarter ended 31 March 2006 was 3.5% higher than the previous year comparative quarter of RM3.3million whilst net profit improved by 17.7% to RM2.4 million. The improvement in earnings was primarily due to the favourable sales coupled with lower finance cost as a result of redemption of Tranche 4 BaIDS on 20 May 2005.
B2.
Material changes in the quarterly results


(Comparison on current quarter with the immediate preceding quarter)


The Group recorded a pre-tax profit of RM3.4 million for the current quarter as compared to RM3.9 million in the immediate preceding quarter mainly due to sales launching and marketing campaign which contributed to higher sales achieved during the immediate preceding quarter.
B3.
Current year prospects


(Commentary on the remaining year)

With the implementation of the Ninth Malaysia Plan and the proposed construction of the second Penang bridge, Sungai Petani where the Group’s main project is located is expected to benefit economically due to its proximity and accessibility. The Group will continue to accelerate sales launching and marketing efforts aggressively to counteract the current soft property market and actively exploring strategic locations for new development.

The Board expects the Group to perform satisfactorily for the remaining of the financial year.
B4.
Profit forecast / profit guarantee 

There was no profit forecast or profit guarantee issued by the Group and the Company.
B5.
Taxation






	
	Current quarter
ended
31/3/2006
RM’000
	Current year to 
date ended
31/3/2006
RM’000

	In respect of the current quarter / period 
	
	

	 - Malaysian income tax
	1,473
	1,473

	 - Deferred tax
	(447)
	(447)

	
	          1,026
	            1,026


For the current quarter and year to date, the effective tax rate of the Group are slightly higher than the statutory tax rate of 28% mainly due to certain non-allowable expenses.
B6.
Sale of unquoted investments and/or properties

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

B7.
Quoted securities


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

B8.
Status of corporate proposals announced but not completed as at 17 May 2006

Proposed acquisition of Ke-Zan Holdings Berhad (“KHB”) Group from OSK Holdings Berhad

Proposed acquisition of 100% equity interest in KE-ZAN Holdings Berhad comprising 105,750,000 ordinary shares of RM1 each from OSK Holdings Berhad, the holding company, for a consideration of RM138,561,086 to be satisfied by the issuance of 110,848,869 new ordinary shares of RM1 each in the Company at an issue price of RM1.25 per share. (“Proposed Acquisition”)

The Securities Commission (“SC”) and Foreign Investment Committee have vide their letters dated 26 May 2005 to the Company approved the Proposal subject to the condition that the Company obtains the following approvals within one (1) year from the date of the SC’s approval letter:

(i)
Consent / approval from the relevant authority for the access between the buildings on Lot 366 and Lot 367, Kawasan Bandar XXXIX, District of Melaka Tengah, Melaka; and

(ii) Approval from the relevant authority for the unapproved extension for Lot 5645, Mukim 

of Bukit Katil, District of Melaka Tengah, Melaka.
The consent/approvals from the relevant authorities have been obtained for (i) and (ii).

On 14 November 2005, SC had approved an extension of time up to 26 May 2006, for the completion of the Proposed Acquisition.

B9.
Borrowings and debt securities
The Group’s debt securities as at the end of the current financial year under review are as follows:
	

	RM’000

	Long term (secured): -
	

	Class A BaIDS
	50,000

	Class B BaIDS
	25,000

	
	75,000

	Less:  Unaccredited discount on BaIDS 
	    (6,228)

	          Expenses incurred for issuance of BaIDS 
	    (523)

	
	 68,249


B10.
Off balance sheet financial instruments

As at 17 May 2006, the Group did not enter into any contract involving financial instruments with off balance sheet risk.
B11.
Material litigation

As at 17 May 2006, 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

No dividend has been declared or paid for the current year to date ended 31 March 2006 (comparative quarter ended 31 March 2005: Nil).
B13.
Earnings Per Share (“EPS”) 
	
	Current quarter 


ended

31/3/2006 
	Comparative quarter 

ended

31/3/2005 
	Current

year to date

ended 31/3/2006
	Preceding 

year to date

ended 31/3/2005

	Basic EPS 
	
	
	
	

	Net profit for the period (RM’000)
	2,418
	2,055
	2,418

	2,055

	Weighted average number of ordinary shares in issue (‘000 shares)
	93,372
	99,996
	93,372
	99,996

	Basic EPS (sen)
	    2.59
	   2.05
	    2.59
	    2.05

	Diluted EPS
	
	
	
	

	Net profit for the period (RM’000)
	2,418
	2,055
	    2,418
	   2,055


	Weighted average number of shares used as denominator in the calculation of basic EPS (‘000 shares)
	93,372
	99,996
	93,372
	99,996


	Add: Incremental shares issued for no  

consideration upon full exercise of warrants (‘000 shares)
	   8,015
	-
	   8,015
	-

	Adjusted weighted average number of ordinary shares in issue (‘000 shares) 
	101,387
	99,996
	101,387
	99,996

	Diluted EPS (sen)
	     2.39
	   2.05
	     2.39
	    2.05


By order of the Board

___________________________________________________
TEONG KING HUA
Executive Director
Kuala Lumpur

24 May 2006
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