FAJARBARU BUILDER GROUP BHD (281645-U)

Notes to the Interim Financial Report
A1
Basis of preparation

The interim financial statements are unaudited and have been prepared in accordance with the requirements of Financial Reporting Standard (“FRS”) 134: Interim Financial Reporting and Paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad.
The interim financial statements should be read in conjunction with the audited financial statements of the Group for the year ended 30 June 2009.

A2       Changes in accounting policies

The significant accounting policies adopted are consistent with those adopted in the audited financial statements for the year ended 30 June 2009, except those disclosed in Note B2. 

A3     
Annual report 

The auditors’ report on the financial statements for the year ended 30 June 2009 was not qualified.

A4
Seasonal or cyclical factors

The operations of the Group are not subject to seasonality / cyclicality of operations.
A5
Unusual items

There were no unusual items affecting assets, liabilities, equity, net income, or cash flows during the financial period under review because of their nature, size, or incidence.

A6
Changes in estimates

            Not applicable.

A7
Debt and equity securities

There were no other issuance, cancellation, repurchase, resale and repayment of debts and equity securities during the quarter under review other than the exercise of warrants by the warrant holders of up to 39,900 warrants. As at 30 June 2010, a total of 16,814,350 new ordinary shares of RM0.50 have been issued, upon the exercise of 16,574,350 warrants and ESOS of 240,000 shares.

The details of shares held as treasury shares for the period ended 30 June 2010 are as follows:

	
	Number of Treasury shares
	Total Considerations RM

	Balance as at 31March 2010

	9,609,970
	10,395,891

	Repurchased during the quarter


	-
	-

	Balance as at 30 June 2010


	9,609,970
	             10,395,891


The repurchase transactions were financed by internally generated funds. The shares purchased are being held as treasury shares in accordance with Section 67A of the Companies Act, 1965.

A8
Dividend paid

A first single tier interim dividend of 8% (4 sen per share) on 141,404,225 ordinary shares of RM0.50 each for the current financial year ending 30 June 2010 was paid on 18 September 2009 amounting to RM5,656,169.00 

A Share Dividend of One (1) Treasury Share for every twenty-five (25) existing ordinary shares of RM0.50 each held for the current financial year ending 30 June 2010 was distributed on 16 November 2009.  A total of 6,279,030 Treasury Shares were distributed with the original purchased cost of RM5,112,534.00, which has been deducted from the Share Premium account.

A second interim single tier dividend of 4% (2 sen per share) on 156,650,105 ordinary share of RM0.50 each for the current financial year ending 30 June 2010 was paid on 23 March 2010 amounting to RM3,133,002.10

A9  
Carrying amount of revalued assets
The valuation of property, plant and equipment has been brought forward without amendment from the financial statement for the year ended 30 June 2009.

A10
Segment reporting
The analysis of results and assets employed by activity is shown below:
	
	Revenue
	Profit/(Loss) Before Tax
	

	
	(RM'000)
	(RM'000)
	

	Construction
	165,944                                          
	33,806
	

	Investment holding
	-
	(621)  
	

	Property development
	-
	 (138)
	

	
	165,944
	33,047
	

	
	
	
	


No segmental information is provided on a geographical basis as the Group's activities are conducted wholly in Malaysia.
A11
Events subsequent to the balance sheet date
There were no material events subsequent to the end of the period under review that have not been reflected in the quarterly financial statements.

A12
Changes in composition of the Group
There were no changes in composition of the Group at the period under review. 

A13   
Capital commitments
There were no capital commitments for the purchase of property, plant and equipment in the interim financial statement as at 30 June 2010.

A14     Changes in contingent liabilities or contingent assets
There were no changes in the contingent liabilities or assets of the Group since the last annual balance sheet to the date of this announcement.

Additional information required by the Listing Requirements of Bursa Malaysia Securities Berhad

B1
Review of performance

	
	 
	Current Quarter ended
30/06/10
	Preceding Year Quarter ended

	
	 
	
	30/06/09
( Restated)

	
	 
	(RM'000)
	(RM'000)

	Revenue
	 
	44.670
	55,165

	Consolidated Profit before tax
	 
	13,735
	   6,727

	Consolidated Profit after tax
	 
	10,397
	5,150


The Group recorded lower revenue of RM44.670 million for the quarter under review compared to RM55.165 million the preceding year corresponding quarter. 

In the opinion of the Directors, the results for the financial period under review have not been affected by any transaction or event of a material or unusual nature.
However, the consolidated profit before and after taxation for the corresponding period ended 30 June 2009 have been restated to account for a change in accounting policy as detailed in B2 below.
B2
Variation of result against preceding quarter

	
	 
	Current Quarter ended
	Preceding Quarter ended

	
	 
	30/06/10
	31/03/10
(Restated)

	
	 
	(RM'000)
	(RM'000)

	Revenue
	 
	44,670
	43,448

	Consolidated  Profit before tax
	 
	13,735
	7,687

	Consolidated  Profit after tax
	
	10,397
	5,618


The Group registered a profit before tax of RM13.735 million for the current quarter as compared to the preceding quarter profit before tax of RM7.687 million. The profit recorded in the current quarter was contributed from construction activities and recovery of bad debts of RM 2.7 million.


Change in Accounting Policy
As to comply with The Framework for the Preparation and Presentation of Financial Statements, the consolidated profit before and after tax for the corresponding period ended 30 June 2009 and 30 March 2010, have been restated to account for the profit guarantee received from one of the promoters of the Group in respect of the Initial Public Offering of the Group back in December 1997, under the “capital” approach rather than the “income” approach. The Group had previously recognized the profit guarantee received as income in Income Statement. However, the Group now recognized profit guarantee received directly into the retained earnings as in substance, such guarantee would appear to be a transaction with shareholders. There is no change to the cash flow of the Group resulting from this change in accounting for profit guarantee. The effect of this prior period adjustment to the corresponding quarters are as follows:-

	Quarter ended
	Previously stated
RM’000

	Adjustment
RM’000
	Restated
RM’000


	Income Statement
	
	
	

	Preceding year Individual Quarter ended 30/06/09
Other income
Operating Expenses
	755
(1,248)
	(755)
(176)
 (931)

	0
(1,424)


	Preceding year Cumulative Quarter ended  30/06/09
Other income

	                              3,726
	                        (3,726)
	                             0

	Preceding Individual Quarter ended 31/3/10
Other income

	                               932
	                           (932)
	                             0


	Preceding  Cumulative Quarter ended  31/03/10
Other income

	                              2,795
	                        (2,795)
	                             0


B3
Current year prospects  
The Group has submitted several tenders and the Directors are confident that the Group would be able to secure some contracts.
B4
Profit forecast 
Not applicable.

B5     
Profit guarantee

In the Proposed Settlement, Mr. Koh Se Lian @ Koh Kim Seong’s profit guarantee for the total amount of RM19,103,951.72 is to pay to the Company, RM14,904,720.65 by instalments and the balance of RM4,199,249.07 is to be paid subject to conditions stipulated in the Proposed Settlement.

As at to date, the accumulated instalment payments received from Mr. Koh Se Lian @ Koh Kim Seong amounted to RM8,383,905.

As announced on 22 June 2010, the Board has accepted the Defendant’s settlement proposal to settle the balance of six (6) quarterly installments for the total amount of Ringgit Malaysia Five Million Five Hundred Eighty Nine Thousand Two Hundred Sixty Nine and Cents Sixty Five (RM5,589,269.65) by an early settlement of Ringgit Malaysia Five Million ( RM5,000,000.00) to be paid in three (3) installments within four (4) months.
The Official Receiver from the Jabatan Insolvensi, Wilayah Persekutuan has been appointed as liquidator for Cashrep Holdings Sdn. Bhd. and Cita Jati Sdn. Bhd., being the two other promoters of the group liable for the profit guarantee.
B6
Income tax
Income tax includes:
	 
	Individual Quarter
	Cumulative Quarter

	 
	3 month
	3 months
	12 months
	12 months

	 
	Ended
	Ended
	Ended
	Ended

	 
	30.06.2010
	30.06.2009
	30.06.2010
	30.06.2009

	 
	RM'000
	RM' 000
	RM'000
	RM'000

	
	 
	 
	 
	 

	Current period's provision
	3,333
	      1,271
	8,422
	      2,566

	Under/(Over) provision in prior years
	      5
	     22
	      5
	     22

	 
	3,338
	1,293
	      8,427
	      2,588

	Deferred taxation
	  -
	   284
	  -
	  809

	
	3,338
	      1,577
	8,427
	      3,397


The taxation charged on the Group’s profit is disproportionate with the statutory tax rate mainly due to depreciation and interest not allowable for taxation purposes. 

B7
Unquoted investments and properties
There were no transactions on sale of investment and / or properties.
B8
Quoted securities
There were no transactions on quoted securities for the financial period under review.

B9
Status of corporate proposals announced 
There were no other corporate proposals announced during the financial period to date other than the following:

1) Private Placement 
The announcement by OSK Investment Bank Berhad (“OSK”) on 26 August 2009 that it has submitted the listing application to Bursa Securities Malaysia Berhad (“Bursa”) in relation to the Proposed Private Placement of up to 17,334,760 new Fajarbaru Builder Group Berhad (“FBGB”) shares. Subsequently on 27 August 2009, Bursa has approved the listing and quotation of up to 17,334,760 new FBGB shares.

On 5 October 2009, OSK announced that the Board has fixed the issue price of RM1.13 per placement share for the first tranche of the placement shares, comprising of 14,100,000 placement shares. The issue price represents a discount of approximately 3.95% to the five (5) day volume weighted average market price of FBGB’s shares up to and including 2 October 2009 of RM1.1765.

On 14 October 2009, OSK announced that the first tranche of the placement shares of 14,100,000 new ordinary shares of RM0.50 each in FBGB has been issued at an issue price of RM1.13 per placement share and the shares was listed and quoted on 15 October 2009 on the Main Market of Bursa as announced on 15 October 2009.

2) Employees’ Share Option Scheme (“ESOS”) 
On 10 September 2009, ECM Libra Investment Bank Berhad (“ECM”) announced that the Company is proposing to establish an ESOS for the employees and directors of FBGB and its operating subsidiaries. 

The proposed ESOS scheme was approved by the shareholders at the Extraordinary General Meeting held on 28 October 2009.

On 17 December 2009, ECM has announced that the Company has fulfilled the requirements for an establishment of ESOS, the effective date of the Company’s ESOS commenced on 17 December 2009.

 3)
Investment in Temasek Perkasa Sdn Bhd

                        On 31 May 2010, FBGB announced that the Company had on 27 May 2010 entered into a Sale Shares  Agreement ("the Agreement") with Ahmad Bin Patong, Abdulla Hamid Bin Manap and Rahadian Mahmud Bin Mohammad Khalil  (“the Vendors) to acquire 100,000 ordinary shares of RM1.00 each representing 100% the issued and paid-up capital of  Temasek Perkasa Sdn. Bhd. for a total consideration of RM15,000,000.00. The acquisition is expected to be completed within 6 months from the date of agreement.
4)
Investment in Potential Region Sdn Bhd
The Company had on 12 July 2010 entered into a Share Sale Agreement ("the Agreement") with the following parties Dato’ Chua Tiong Moon, Mary Tan @ Tan Hui Ngoh, Koh Koo Kee @ Koh Ah Fook (“the Vendors) to acquire 348,255 ordinary shares of RM1.00 each representing 49.75% the issued and paid-up capital of Potential Region Sdn. Bhd. (Company No. 229098-H) (“PRSB”) for a total consideration of RM16,000,000.00. The acquisition is expected to be completed within four months from the date of purchase.

B10
Borrowings

The Group does not have any borrowings during the quarter under review. 

B11
Off balance sheet financial instruments
The Group does not have any financial instrument with off balance sheet risk as at 30 June 2010.

B12
Changes in material litigation 

Save as disclosed below, neither the Company nor any of its subsidiary companies is engaged in any material litigation, claims or arbitration either as plaintiff or defendant as at the date of this announcement and the Directors do not have any knowledge of any proceedings pending or threatened against the Company or its subsidiary companies or of any facts likely to give rise to any proceedings which might materially affect the position or business of the Group:

1)
Fajarbaru Builder Sdn. Bhd. (Formerly known as Syarikat Pembenaan Fajar Baru (Rembau) Sdn. Bhd.)(“FBSB”) v Carrier (Malaysia) Sdn Bhd 


Shah Alam High Court Suit No. MT2-22-92-2001 commenced on 20 February 2001.  FBSB commenced action of claiming for reimbursement of import duty and other storage and customs clearance fees paid by FBSB amounting to RM1,051,589.40 on air conditioners supplied by Carrier (Malaysia) Sdn Bhd to FBSB. FBSB applied for summary judgment against Carrier (Malaysia) Berhad and it was dismissed by the Court on 16 September 2002.  Subsequently FBSB filed an appeal against the decision of the Court. On 18 March 2005, at the appeal hearing, the Learned Judge dismissed the appeal with cost. 


The hearing was completed on 1 July 2009 and the Shah Alam High Court has on 3 September 2009 dismissed FBSB’s claim with costs.


FBSB on 1 October 2009 filed a Notice of Appeal against the Shah Alam High Court’s decision and on 25 March 2010, filed and served the record of appeal in the Court of Appeal at Putrajaya. Now we are awaiting date from the Court.
2)
Yap Thiam Choy v FBSB (Suit No. 52-648-98) was instituted against FBSB at the Temerloh Sessions Court on 24th August 1998 and subsequently the case was transferred to the Shah Alam Sessions Court on 16 July 2001 under Suit No : 2-52-1851-2001.

The plaintiff, Yap Thiam Choy filed a suit against FBSB for the amount of RM228,454.77 plus interest and costs in respect of floor concreting works done by the plaintiff.  FBSB is counterclaiming interalia for the amount of RM42,337.10 (special damages) and Liquidated and Ascertained Damages to the amount of RM2,146,383.00. In view of FBSB’s counterclaim which is more than RM250,000.00 and pursuant to FBSB’s application to the Shah Alam High Court in Originating Summons 24-1801-2006, the Shah Alam High Court had on 15 January 2007 ordered that the Shah Alam Sessions Court Suit No.2-52-1851-2001 be transferred to the Shah Alam High Court. Suit No.22-1279-2009 and the plaintiff has passed away on 15 October 2009. The Plaintiff’s solicitors had filed an application to substitute the Plaintiff’s Estate in place of the deceased Plaintiff and the same is fixed for mention on 28 September 2010.
FBSB’s solicitors are of the opinion that FBSB has a probable chance of succeeding in its Defence.
3)
FBSB v Maju Holdings Sdn. Bhd. (“Maju”)


FBSB, a wholly owned subsidiary of the Company had on 8 June 2007 served the sealed copy of the Writ of Saman (Kuala Lumpur High Court Writ No. S1-22-514-2007) together with the Statement of Claim both dated 18 May 2007 to Maju Holdings Sdn. Bhd. for the sum of RM3,266,822.30 being the balance sums due and owing for work done under the project “Cadangan Merekabentuk, Membina Dan Mentauliah Bangunan Asrama Dan Kemudahan Berkaitan Untuk 2000 Pelajar di Kampus UiTM Cawangan KELANTAN Di Bukit Ilmu, Machang, Kelantan” and interest at 8% per annum on the said balance sums from 14 February 2007 until full settlement.   


The application for summary judgment against Maju has been dismissed with costs on 22 November 2007 and FBSB has filed a Notice of Appeal to the Judge in Chambers against the said dismissal on 28 November 2007. The said Notice of Appeal to the Judge in Chambers was withdrawn on 1 April 2008. 
The matter was subsequently settled out of court with Maju Holdings Sdn Bhd wherein Maju Holdings Sdn Bhd agreed to pay FBSB the sum of RM 2,700,000.00 by way of 3 equal installments.
On 10 August 2010, the case was withdrawn as all the 3 cheques have been honoured.

B13
Dividend 

The Board of Directors of FBG is pleased to declare a distribution of one (1) treasury share for every twenty (20) existing ordinary shares of RM 0.50 each held (“Share Dividend”). The book closure date for Share Dividend is 17 September 2010 (“Entitlement Date”). Fractions of treasury shares are to be disregarded.

B14
Earnings per share
The basic earnings per share is calculated by dividing the net profit attributable to equity holders of the Company by the weighted average number of ordinary shares in issued at the end of the period.

The diluted earnings per share is calculated by dividing the net profit attributable to equity holders of the Company for the current individual quarter and the current cumulative quarter by the adjusted weighted average number of ordinary shares in issue during the current individual quarter and the current cumulative quarter plus the weighted average number of ordinary shares which deemed to be issued on the conversion of 28,524,425 warrants and exercise of 3,525,000 ESOS into ordinary shares.
	 
	Individual Quarter
	Cumulative Quarter

	 
	3 months
	3 months
	12 months
	12 months

	 
	Ended
	Ended
	Ended
	Ended

	 
	30.06.2010
	30.06.2009
	30.06.2010
	30.06.2009

	 
	RM'000
	RM' 000
	RM000
	RM'000

	
	 
	 
	 
	 

	Net profit attributable to equity holders of the Company
	      10,463
	 5,165
	24,687
	14,391

	Weighted Average Number of shares at the end of the period (‘000)
	   156,598
	128,946
	152,536
	    119,413

	Adjusted for assumed conversion of Warrants & ESOS to shares (‘000)
	32,049
	     42,998
	 32,049
	42,998

	Adjusted number of ordinary shares in issue and issuable (‘000)
	   188,647
	171,944
	184,585
	162,411

	Nominal value of share (RM)
	0.50
	0.50
	0.50
	0.50

	Basic earnings per share (sen)
	6.68
	4.01
	16.18
	      12.05

	Diluted earnings per share (sen)
	       5.55
	3.00
	       13.37
	8.86


B15
Authorisation for issue

The Board of Directors authorised the issue of this unaudited interim financial report on     25 August 2010.


By Order of the Board

            Fajarbaru Builder Group Bhd (281645-U)

            Ooi Leng Chooi

            Finance Director

            Kuala Lumpur

            25 August 2010
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