OSK PROPERTY HOLDINGS BERHAD (201666-D)

QUARTERLY REPORT FOR THE FOURTH QUARTER ENDED 31 DECEMBER 2006

EXPLANATORY NOTES (Cont’d)

A1.
Accounting policies
The quarterly report has been prepared in accordance with requirement of Financial Reporting Standard (“FRS”) 134: Interim Financial Reporting issued by the Malaysian Accounting Standards Board (“MASB”). The report should be read in conjunction with the annual audited financial statements of the Group for the year ended 31 December 2005.  These explanatory notes provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the 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 year ended 31 December 2005 except for the adoption of the following new and revised FRSs issued by MASB that are effective for financial statements commencing 1 January 2006: -

	FRS 2 

FRS 3
FRS 5
FRS 101
FRS 102
FRS 108
	Share-based Payment
Business Combination
Non-current Assets Held for sale and Discontinued Operations
Presentation of Financial Statements
Inventories
Accounting Policies, Changes in Accounting Estimates and Errors

	FRS 110
	Events After the Balance Sheet Date

	FRS 116
	Property, Plant and Equipment

	FRS 121

FRS 127
FRS 128
	The Effect of Changes in Foreign Exchange Rates

Consolidated and Separate Financial Statements
Investments in Associates

	FRS 131

FRS 132
	Interests in Joint Ventures

Financial Instruments: Disclosure and Presentation

	FRS 133
	Earnings Per Share

	FRS 136
	Impairment of Assets

	FRS 138

FRS 140
	Intangible Assets

Investment Property


The adoption of the abovementioned FRSs does not have any significant financial impact on the Group. Nevertheless, the adoption of FRS 140: Investment Property resulted in the restatement of certain comparatives in respect of the 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 RM668,884 which was previously included in property, plant and equipment to investment property. The Group will continue 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.
A1.
Accounting policies (Cont’d)
The comparatives have been reclassified and restated due to the adoption of FRS 140 as shown below:
	
	
	As 
previously
stated

RM’000
	Reclassification
RM’000
	As 
restated
RM’000

	At 31 December 2005
	
	
	
	

	Property, plant and equipment
Investment properties
	
	6,857
-
	(669)
669
	6,188
669


Other than the adoption of the above FRS, certain comparatives have been reclassified for more appropriate presentation as shown below:
	At 31 December 2005
	
	As 
previously

stated 

Debit / (Credit)
RM’000
	Reclassification

RM’000
	As 
restated
Debit / (Credit) RM’000

	Accrued billings

Property development costs

Progress billings
	
	-

75,589

(26,238)
	1,775

(7,323)

5,548
	1,775

68,266

(20,690)


The Group has not early adopted the deferred FRS 139 – Financial Instruments: Recognition and Measurement and the following FRSs that have been issued but are only effective for annual financial year beginning on or after 1 October 2006:

	FRS 117

FRS 124
	Leases

Related Party Transactions


A2.
Auditors’ report of preceding 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 will materially affect the business of the Group for the current year to date.

A4.
Unusual items affecting assets, liabilities, equity, net income or cash flows
There were no unusual items affecting assets, liabilities, equity, net income or cash flows that are unusual because of their nature, size or incidence.
A5.
Material changes in estimates 

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 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

	At 1 January 2006
	6,601,200
	1.34
	0.91
	1.20
	7,899,587

	January 2006
	27,100
	1.31
	1.30
	1.31
	35,540

	May 2006
	100
	1.29
	1.29
	1.29
	142

	December 2006
	100
	1.29
	1.29
	1.29
	142

	At 31 December 2006
	6,628,500
	1.34
	0.91
	1.20
	7,935,269


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

For the year ended 31 December 2005, a final dividend of 5 sen per share less 28% income tax amounting to RM3,361,251 was paid on 27 April 2006.
For the year ended 31 December 2006, an interim dividend of 5 sen per share less 28% income tax amounting to RM3,361,246 was paid on 12 October 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 investment and management

(iii) Holding entity

A8.
Segmental information (Cont’d)

	Current year to date ended 31 December 2006
	Property 

development

RM’000
	Property investment &

management 
RM’000
	Holding 

entity

RM’000
	Consolidated

RM’000

	Revenue
	
	
	
	

	Revenue from external parties
	68,672
	-
	245
	68,917

	
	
	
	
	

	Results
	
	
	
	

	Segment profit / (loss)
	11,404
	279
	(1,197)
	10,486

	Less:  Finance costs
	(5,703)
	-
	 -
	(5,703)

	Profit / (loss) before taxation
	5,701
	279
	(1,197)
	4,783

	Income tax (expense) / income
	(2,871)
	-
	1,147
	(1,724)

	Profit / (loss) after taxation for the year
	2,830
	279
	(50)
	3,059

	 
	
	
	
	

	Assets
	
	
	
	

	Segment assets
	368,126
	7,857
	293
	376,276

	
	
	
	
	

	Liabilities
	
	
	
	

	Segment liabilities
	130,175
	4
	479
	130,658

	
	
	
	
	

	Other information
	
	
	
	

	Capital expenditure
	3,619
	-
	-
	3,619

	Depreciation
	398
	-
	-
	398


A8.
Segmental information (Cont’d)

	Preceding year to date ended 31 December 2005
	Property 

development

RM’000
	Property investment &
management 
RM’000
	Holding 

entity

RM’000
	Consolidated

RM’000

	Revenue
	
	
	
	

	Revenue from external parties
	72,365
	-
	642
	73,007

	
	
	
	
	

	Results
	
	
	
	

	Segment profit / (loss)
	17,845
	(8)
	98
	17,935

	Less:  Finance costs
	(7,564)
	-
	-
	(7,564)

	Profit / (loss) before taxation
	10,281
	(8)
	98
	10,371

	Income tax (expense) / income
	(4,639)
	-
	2,069
	(2,570)

	Profit / (loss) after taxation for the year
	5,642
	(8)
	2,167
	7,801


	Assets
	
	
	
	

	Segment assets
	344,722
	5,195
	8,549
	358,466

	
	
	
	
	

	Liabilities
	
	
	
	

	Segment liabilities
	105,302
	3
	410
	105,715

	
	
	
	
	

	Other information
	
	
	
	

	Capital expenditure
	1,159
	-
	-
	1,159

	Depreciation
	375
	-
	-
	375


A9.
Valuations of property, plant and equipment

There were no revalued property, plant and equipment as at 31 December 2006.
A10.
Material events subsequent to the end of the quarter
As at 8 February 2007 (being the latest practicable date which is not earlier than 7 days from the date of issue of the Quarterly Report), there were no material events subsequent to the current year ended 31 December 2006.
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 since 31 December 2005
As at 8 February 2007, there were no material contingent liabilities or assets since the end of previous year.
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)

The Group reported a pre-tax profit of RM236,000 for the current quarter as compared to the previous year corresponding quarter’s RM3.90 million, a decrease of RM3.67 million due principally to lower revenue recognised for the quarter under review.
On full year basis, the Group recorded a pre-tax profit of RM4.8 million as compared to RM10.4 million in previous year because previous year has the benefit of higher sales of completed units and higher profit recognised as a result of the closing of certain sub-phases of development. In addition, the write off of the cost incurred of RM0.7 million on the proposed acquisition of Ke-Zan Holdings Berhad (“KHB”) Group from its holding company, OSK Holding Berhad also contributed to the reduction in pre-tax profit.
B2.
Material changes in the quarterly profit before taxation

(Comparison on current quarter with the immediate preceding quarter)


The Group recorded a pre-tax profit of RM236,000 for the current quarter as compared to RM705,000 in the immediate preceding quarter. Despite higher sales, pre-tax profit in the fourth quarter is lower than third quarter because the immediate preceding quarter has the benefit of the recognition of profit on sales of a piece of petrol station land.
B3.
Current year prospects


(Commentary on the year 2007)

The Group will continue to accelerate sales launching and marketing efforts for its existing projects and upcoming projects in Country Heights, Kajang and Mont Jade, Seremban more aggressively to counteract the consolidating property market. The Group will also continue to actively explore strategic locations for new development.
Barring any unforeseen circumstances, the Board expects the Group to perform better in 2007.
B4.
Profit forecast / profit guarantee 

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






	
	Current quarter

ended

31/12/2006
RM’000
	Current year to 
date ended
31/12/2006
RM’000

	In respect of the current quarter / year
	
	

	 - Malaysian income tax
	481
	 3,440

	 - Deferred tax
	(730)
	(1,730)

	
	           (249)
	            1,710

	In respect of the prior year
	
	

	- Malaysian income tax
	                -
	                 14

	
	           (249)
	            1,724


For the current quarter and year to date, the effective tax rate of the Group is 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 8 February 2007
There were no corporate proposals outstanding as at 8 February 2007.
B9.
Borrowings and debt securities
The Group’s borrowings and debt securities as at the end of the current year are as follows:

	

	RM’000

	(a) Long term (secured): -
	

	     Class A BaIDS
	50,000

	     Class B BaIDS
	25,000

	
	75,000

	     Less:  Unaccredited discount on BaIDS 
	    (4,816)

	               Expenses incurred for issuance of BaIDS 
	    (425)

	
	  69,759


	

	RM’000

	(b) Short term (unsecured): -
	

	      Revolving credits
	29,650


B10.
Off balance sheet financial instruments

As at 8 February 2007, the Group did not enter into any contract involving financial instruments with off balance sheet risk.

B11.
Material litigation

As at 8 February 2007, 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) The Board has recommended a final dividend of 5.0 sen per share less 27% income tax for the year ended 31 December 2006 (2005: 5.0 sen per share less 28% income tax). The proposed dividend is subject to Shareholders' approval at the forthcoming Annual General Meeting. The entitlement date to the final dividends shall be determined by the Board at a subsequent stage.
(b) Total dividend for the current year is 10.0 sen per share less income tax (2005: 10.0 sen per share less 28% income tax).
B13.
Earnings Per Share (“EPS”) 
	
	Current quarter 


ended

31/12/2006 
	Comparative quarter 

ended

31/12/2005 
	Current

year to date

ended 31/12/2006
	Preceding 

year to date

ended 31/12/2005

	Basic EPS 
	
	
	
	

	Profit attributable to equity holders (RM’000)
	     485
	    4,425
	  3,059
	 7,801

	Weighted average number of ordinary shares in issue (‘000 shares)
	93,368
	  99,875
	93,369
	97,771

	Basic EPS (sen)
	    0.52
	     4.43
	    3.28
	    7.98

	Diluted EPS
	
	
	
	

	Profit attributable to equity holders (RM’000)
	    485
	    4,425
	  3,059
	 7,801


	Weighted average number of shares used as denominator in the calculation of basic EPS (‘000 shares)
	93,368
	99,875
	93,369
	 97,771


	Add: Incremental shares issued for no  

consideration upon full exercise of warrants (‘000 shares)
	   7,364
	   6,692
	   7,031
	  3,781

	Adjusted weighted average number of ordinary shares in issue (‘000 shares) 
	100,732
	106,567
	100,400
	101,552

	Diluted EPS (sen)
	    0.48
	    4.15
	     3.05
	      7.68


By Order of the Board

__________________________________________________
DATO’ NIK MOHAMED DIN BIN DATUK NIK YUSOFF
Executive Chairman
Kuala Lumpur

15 February 2007
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