Quarterly report on consolidated results for the period ended 31 May 2012


A

NOTES TO THE INTERIM FINANCIAL STATEMENTS

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 (“BMSB”).

The interim financial statements should be read in conjunction with the audited financial statements of the Group for year ended 31 August 2011. These explanatory notes attached to the interim financial statements 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 financial year ended 31 August 2011.

The accounting policies and methods of computation adopted by the Group in this interim financial statements are consistent with those adopted in the financial statements for the year ended 31 August 2011 except for the adoption of the applicable new and revised FRSs and IC Interpretations which were mandatory for the financial periods beginning on or after 1 September 2011.

The directors anticipate that the adoption of the new/revised FRSs, amendments/improvements to FRSs, IC Interpretations and amendments to IC Interpretations will have no material impact on the financial statements of the Group in the period for initial application except for the followings.

FRS 124 Related Party Disclosures (Revised)

The revised standard modifies the definition of a related party and simplifies disclosures for government-related entities. The disclosure exemptions introduced in the standard do not affect the Group because the Group is not a government-related entity. However, disclosures regarding related party transactions and balances in these consolidated financial statements may be affected when the revised standard is applied in future accounting periods because some counterparties that did not previously meet the definition of a related party may come within the scope of the standard.

IC Interpretation 15 Agreements for the Construction of Real Estate

IC interpretation 15 replaces the existing FRS 2012004, Property Development Activities and provides guidance on how to account for revenue and related expenses from sale of real estate before the construction of the real estate is completed. The adoption of IC Interpretation 15 will result in a change in accounting policy which will be applied retrospectively whereby the recognition of revenue from all property development activities of the Group will change from the Percentage of completion method to the completed method or upon delivery. The MASB has published a notice of deferment of IC Interpretation 15 from 1 July 2010 to 1 January 2012. The deliberation on the implementation of this interpretation is currently ongoing. Pending the conclusion of the deliberation, the Group is not in a position to disclose the effect of the adoption of this interpretation.

For those Standards effective for financial period beginning on or after 1 January 2014 which the Group will consider the implications on the financial statements of the Group in due course.

            New Malaysian Accounting Standards Board (“MASB”) Approved Accounting 

            Framework

To converge with International Financial Reporting Standards (“IFRSs”) in 2012, the MASB had on 19 November 2011, issued a new MASB approved accounting framework, the Malaysian Financial Reporting Standards (“MFRSs”), which are mandatory for annual financial periods beginning on or after 1 January 2012, with the exception of entities that are within the scope of MFRS 141 Agriculture and IC Interpretation 15 Agreements for Construction of Real Estate, including its parent, significant investor and venture (“Transitioning Entities”). 

Transitioning Entities will be allowed to defer adoption of the new MFRSs for an additional one year. Consequently, adoption of the MFRSs by Transitioning Entities will be mandatory for annual periods beginning on or after 1 January 2013. The Group and the Company qualify as Transitioning Entities and will therefore; adopt the MFRSs for the financial year ending 31 August 2015.

A2.
Audit qualification

There was no qualification on the report of the auditors on the annual financial statements of the Company for the immediate preceding financial year. 

A3.

Seasonal or cyclical factors


Seasonal or cyclical factors do not have any material impact on the Group’s business operation.

A4.

Item of unusual nature


There were no unusual items affecting assets, liabilities, equity, net income or cash flows of the Group that are unusual due to their nature, size or incidence for the financial period under review.

A5.

Changes in estimates 

There were no significant changes in the estimates of amounts reported in prior interim periods of the current financial year or changes in estimates of amounts reported in prior financial years.

A6.
Debt and equity securities 


There were no issuances, cancellations, repurchases, resale and repayment of debt and equity securities during the financial period under review.

Out of the total 91,281,667 issued and fully paid ordinary shares as at 31 May 2012, 9,124,500 are held as treasury shares by the Company. As at 31 May 2012, the number of outstanding ordinary shares in issue and fully paid is therefore 82,157,167 ordinary shares of RM1 each. 

Employee Share Option Scheme (“ESOS”)

The new ESOS Option Scheme has been in force from 28 May 2002 for a tenure of 10 years which had expired on 27 May 2012.

The details of the ESOS are as below:

	Offer Date
	Option Price
	Creation


	Acceptance


	Balance as at

1 Mac 12

	Exercised

*
	Lapsed due to resignation & retirement

*
	Balance 

as at

31 May 12



	06 Jun 02
	RM1.60
	1,521,000
	1,511,000
	518,000
	-
	-
	518,000

	30 Aug 02
	RM1.51
	48,000
	42,000 
	3,000
	-
	-
	3,000

	29 Nov 02
	RM1.41
	25,000 
	25,000
	-
	-
	-
	-

	28 Feb 03
	RM1.35
	26,000
	23,000
	-
	-
	-
	-

	30 May 03
	RM1.25
	42,000
	37,000
	-
	-
	-
	-

	02 Sept 03
	RM1.46
	64,000
	60,000
	-
	-
	-
	-

	01 Dec 03
	RM1.69
	48,000
	45,000
	14,000
	-
	-
	14,000

	26 Feb 04
	RM1.77
	3,058,000
	3,049,000
	1,692,000
	-
	-
	1,692,000

	01 Jun 04
	RM1.23
	67,000
	49,000
	16,000
	-
	-
	16,000


*
During 3rd quarter of financial year 2012

A7.

Dividends paid

            On 22 December 2011, The Board of Directors had recommended a first and final dividend of 1.50% less 25% tax, amounting to RM924,269 for the financial year ended 31 August 2011 which was approved at the Company’s Annual General Meeting held on 17 January 2012 and payment has been made on 19 March 2012.

            There was no dividend paid during the quarter under review.

A8.

Segmental analysis 

	Current period ended
31 May 2012
	Investment Holding


	Trading
	Property Letting
	Construction
	Property Development
	Elimination
	Consolidated

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

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Revenue
	
	
	
	
	
	
	

	External sales
	    11


	  4,633
	385
	42,418

	48,251

	-
	95,698


	Inter-segment sales
	4,268
	 7,624   
	92
	33,949
	-
	(45,933)
	-

	Total revenue
	4,279
	12,257
	477
	      76,367
	48,251
	(45,933)
	      95,698

	
	
	
	
	
	
	
	

	
	Investment Holding


	Trading
	Property Letting
	Construction
	Property Development
	Elimination


	Consolidated

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

	Segment results
	      (64)
	     36
	     186
	  1,480
	  6,627

	            -
	      8,265

	Unallocated income 

(Note 1)
	
	
	
	
	
	
	     470

	Unallocated

expenses 
	
	
	
	
	
	
	(1,142)

	
	
	
	
	
	
	
	

	Profit  from operations


	
	
	
	
	
	
	 7,593


	Finance costs
	
	
	
	
	
	
	     (1,112)

	Share of result of  an associate
	
	
	
	(3)
	
	
	     (3)

	
	
	
	
	
	
	
	

	Share of result of a jointly controlled entity
	
	
	
	
	552
	
	552


	Profit before taxation
	
	
	
	
	
	
	      7,030


               Note:










1. Unallocated income mainly represents gain on disposal of fixed assets, fixed deposit interest income and rental of building.
	Corresponding period ended

31 May 2011
	Investment Holding


	Trading
	Property Letting
	Construction
	Property Development
	Elimination
	Consolidated

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

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Revenue
	
	
	
	
	
	
	

	External sales
	    11


	  4,393
	371
	32,292

	20,001


	-
	57,068


	Inter-segment sales
	7,634
	6,056    
	100
	4,099
	-
	(17,889)
	-

	Total revenue
	7,645
	10,449
	471
	     36,391
	20,001
	(17,899)
	       57,068

	
	
	
	
	
	
	
	

	
	Investment Holding


	Trading
	Property Letting
	Construction
	Property Development
	Elimination


	Consolidated

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

	Segment results
	 (143)
	     285
	      211
	(1,496)
	218

	    
	      (925)

	Unallocated income

 (Note 1)
	
	
	
	
	
	
	      1,128

	Unallocated

expenses 
	
	
	
	
	
	
	           (46)

	
	
	
	
	
	
	
	

	Profit  from operations


	
	
	
	
	
	
	157


	Reserve on consolidation (Note 3)
	
	
	
	
	
	
	4,153

	
	
	
	
	
	
	
	

	Goodwill on consolidation written off
	
	
	
	
	
	
	(4)

	
	
	
	
	
	
	
	

	Finance costs
	
	
	
	
	
	
	     (567)

	Share of result of  an associate
	
	
	
	(4)
	
	
	  (4)

	
	
	
	
	
	
	
	

	Share of result of a jointly controlled entity
	
	
	
	 
	93
	
	93


	
	
	
	
	
	
	
	

	Profit before taxation
	
	
	
	
	
	
	3,829


Note:










2. Unallocated income mainly represents rental of buildings and fixed deposit interest income.
3. Reserve on consolidation arising upon acquisition of shares for the new subsidiary.

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 material event

      Save as disclosed below, there were no material events subsequent to the reporting period up to 19 July 2012 (being the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report) that have been reflected in the financial statements for the quarter under review:-

Majlis Perbandaran Seberang Perai (“MPSP”) and Majlis Perbandaran Pulau Pinang (“MPPP”) had on 18 June 2012 and 19 June 2012, respectively awarded PLB Terang Sdn Bhd. (Co. No.:929923-U) (hereinafter referred to as “PLB Terang”), a subsidiary of the Company with a twenty (20) year concession to operate the sanitary landfills and to implement the integrated solid waste management plan for the Penang State located at the Pulau Burung site, Seberang Perai Selatan, Pulau Pinang.
A11.
Change in composition of the Group

There are no other changes in the composition of the Group during the financial period under review.

A12.
Contingent liabilities 








           










      

 





     


   Company

	
	As at 31/05/12

RM’000

	Unsecured:
	

	Corporate guarantees issued to financial institutions for banking

facilities granted to certain subsidiaries 
	90,634

	Corporate guarantees issued to financial institutions for banker guarantee facilities granted to certain subsidiaries for contract bond in favour of third parties
	4,166

	Performance guarantees issued to third parties for performance by certain subsidiaries
	1,427


A13.
Capital commitments


Capital expenditure not provided for in the financial statements is as follows:










As at 31/05/2012










         RM’000


Commitments to purchase development land            

· Contracted






38,496
· Approved but not contracted
         -       
        
38,496
A14.     Related Party Transactions

             The Group’s related party transaction in the current financial year to date are as 

             follows:-



                                                                                                       As at 31/05/2012

                                                                                                                     RM’000    

     Purchase of construction materials 


        from related party


    - Hoon Teik Enterprise Sdn. Bhd.

      
  171
              Progress billing from related party

             - KH Base Engineering Sdn Bhd

                                  11,387

     Sales of Construction materials to related party
 

 - KH Base Engineering Sdn Bhd

  
       461


     Rental income from related party
                - Numeric Precision Engineering 

                  Sdn. Bhd. 


11

	Related party
	
	Relationship


	Hoon Teik Enterprise Sdn. Bhd.


	:


	A company in which Dato’ Ong Choo Hoon, who is the Group Executive Chairman of the Company, has substantial financial interest, and Mr. Ong Seng Chye who is the Executive Director of the Company is a director.



	KH-Base Engineering Sdn. Bhd.


	:
	A company in which Dato’ Ong Choo Hoon’s daughter and son-in-law are directors and major shareholders.

	Numeric Precision Engineering Sdn. Bhd.
	:


	An associate of Leading Builders Sdn. Bhd. which is the ultimate holding company of the Company.




B
ADDITIONAL INFORMATION REQUIRED BY THE LISTING REQUIREMENTS OF BURSA SECURITIES

B1.

Review of performance 

                                                                                  


             Preceding Year                                                                                  

                           
                              Current Year

 Corresponding






Todate

      Period





                       31.05.2012
                31.05.2011



                                                                          RM’000 
                  RM’000



Revenue 




     95,698

        57,068
           Consolidated profit before taxation 
                   7,030

          3,829
      For the 9 months period ended 31 May 2012, the Group recorded revenue of RM95.70 million and profit before tax of RM7.03 million compared to revenue of RM57.07 million and profit before tax of RM3.83 million respectively in the preceding year corresponding period. 


The Group recorded higher revenue as compared to the preceding year’s corresponding period mainly contributed by both existing on-going construction and property development projects. Meanwhile, the profit before tax was generated from the property development projects with higher profit margin and good sales. 

B2.

Variation of results against immediate preceding quarter






Current Quarter
Preceding Quarter




31.05.2012
29.02.2012


RM’000
RM’000


Revenue
 28,648
 28,717




Consolidated profit before taxation              3,369
   1,858
      The Group recorded higher profit before tax for the current quarter under review as compared to the preceding quarter. This is mainly due to the higher profit margin generated from the property development projects. 

B3.

Prospects

While construction remains a core business for the Group, property development has become a major contributor to group earnings as well. The Group’s existing development projects i.e. Prestige V at Batu Maung & Prestige III at Balik Pulau are expected to contribute positively to the Group’s financial performance of financial year ending 31.08.2012. 

Moving forward, the Group is expected to expedite the launches of upcoming property development projects e.g. Sg Nibong, Auto City and Mak Mandin Land and the construction arm will continue playing the significant role in this area. 

In addition, the Group is also geared to actively pursue the twenty- year concession contract which had been awarded by the Majlis Perbandaran Seberang Perai and Majlis Perbandaran Pulau Pinang for the integrated operation and maintenance of the sanitary landfills for the Penang State as well as the materials recovery facility at Pulau Burung site, Seberang Perai Selatan, Pulau Pinang. The Group is expecting positive contributions from the said project in future bearing the fact that the Group had invested a lot of effort in exploring and acquiring technology from Singapore and China in addition to the solid engineering and operational experience of our partner, Terang Bersih Sdn Bhd in sanitary landfill and material recovery facility at Kuantan, Pahang. 
B4.
Comparison with profit forecast


Not applicable.

B5.       Notes to the Statement of Comprehensive Income

                                                                                Current Quarter     Cumulative Quarter





                      31/05/2012
                31/05/2012



                                                                          RM’000 
                  RM’000

           Profit for the period is arrived

               at after (crediting)/charging: 

	Interest income
	(33)
	(165)

	Other income including investment income
	-
	-

	Interest expense
	418
	1,111

	Depreciation and amortization
	182
	 520

	Provision for and write off of receivable
	56
	199

	Provision for and write off of inventories
	-
	-






                 Current Quarter     Cumulative Quarter





                      31/05/2012
                31/05/2012



                                                                          RM’000 
                  RM’000

	Provision for and write off of property, plant & equipment
	2
	6

	(Gain)/loss on disposal of quoted investment
	-
	-

	(Gain)/loss on disposal of unquoted investment
	-
	-

	(Gain)/loss on disposal of properties
	(2)
	(235)

	Impairment of assets
	-
	-

	Foreign exchange (gain)/loss
	-
	-

	(Gain) or loss on derivatives
	-
	-

	Exceptional items (Loss in FV adjustment)
	-
	-


B6.

Tax Expense



                                   

                Current Quarter
        Cumulative Quarter





                     31/05/2012
               31/05/2012



              RM’000 
               RM’000



Malaysian income tax:




Based on results for the period

	- Current taxation
	 (916)
	(2,109)

	- Deferred taxation
	             (152)
	 (132)

	
	           (1,068)
	(2,241)


           The effective tax rate of the Group for the cumulative quarter-to-date is higher than the statutory income tax rate due to unabsorbed tax losses and tax allowances brought forward are not available for set off against taxable profits of other subsidiaries and certain expenses which are not deductible for tax purpose.

B7.
Sale of unquoted investments and properties

There was no sale of unquoted investments and/or properties outside the ordinary course of the Group’s business for the current quarter and financial year-to-date.

B8.
Quoted securities

(a) Purchases of quoted shares in the current financial year to date are as follows:-

                                                                Current Quarter
     
    Cumulative Quarter





          31/05/2012


31/05/2012



                                                  RM’000 
                          RM’000

                   Total purchase of quoted shares             72       

  
        72


(b) Investments in quoted securities as at 31 May 2012 were as follows: -











RM’000

Share quoted in Malaysia:- 

Balance at 01/09/2011
                      


                1,606

Additions during the financial period



         72

Fair value adjustment





    2,690
Balance at 31/05/2012





    4,368
At Market Value of quoted shares in Malaysia


    4,368
B9.
Status of Corporate proposals 

            There are no corporate proposals that have been announced by the Company but not 

            completed as at to-date. 

B10.

Group borrowings and debt securities

	As at


	Group

31/05/12

RM’000
	Secured

31/05/12

RM’000
	Unsecured

31/05/12

RM’000
	S/Term


31/05/12

RM’000
	L/Term

31/05/12

RM’000

	Banker’s acceptance
	12,846

	11,036

	1,810
	12,846

	-

	Bank overdraft
	32,376
	31,876
	500
	32,376
	-

	Hire purchases
	363
	363
	-
	85
	278

	Revolving credits
	5,400
	-
	5,400
	5,400
	-

	Term loans
	40,012
	40,012
	-
	3,321
	36,691

	Total
	90,997
	83,287
	7,710
	54,028
	36,969


B11.
Derivative financial instruments

The Group does not have any financial instruments with off-balance sheet risk as at 31 May 2012.

B12. 
Realised and Unrealised Profit/(Losses) Disclosure

The retained profits of the Group as at 31 May 2012 and 31 August 2011 are analyzed as follows:

	
	As at 
	As at

	
	31/05/2012
	31/08/2011 (Audited)

	
	RM’000
	RM’000

	Total retained profits of the Company and its subsidiaries:
	                  
	  

	-Realised
	21,485
	19,726

	-Unrealised
	   (1,739)
	     (3,270)

	
	19,746
	16,456

	Total share of retained profits from associates:
	
	

	-Realised
	81 
	84

	
	19,827
	16,540

	Total share of retained profits from jointly controlled entities:
	
	

	-Realised
	16,593
	16,041

	
	36,420
	32,581

	Less: Consolidation adjustments
	          (24,254)
	(24,636)

	Total retained profits as per Consolidated Statement of
	
	

	  Financial Position
	12,165
	7,945

	
	
	


B13.
Changes in material litigation

Hunza Properties (Gurney) Sdn Bhd & Hunza Properties (Penang) Sdn Bhd (“Hunza”) `vs  PLB-KH Bina Sdn Bhd (“PLB-KH”)

The dispute is now at arbitration stage with Ar. Koh Beng Tock as the arbitrator. The arbitration was heard during the scheduled dates between 16th to 18th May 2012 and 30th to 31st May 2012. The continued hearing of the arbitration is now fixed from 26-30 November 2012, 25 February – 1 March 2013, 18 – 22 March 2013, 8 – 12 April 2013 and 6 – 10 May 2013.
Also, by consent order, on 4 May 2010, the matter at the high court had been stayed pending the arbitration proceedings. 

Hunza Properties (Gurney) Sdn Bhd & Hunza Properties (Penang) Sdn Bhd (“Hunza”) `vs PLB Engineering Berhad (“PLB”)

Hunza had taken out an application for summary judgment against PLB in respect of the said sum of RM1,520,400.00 and the Court had on 21 September 2010 allowed Hunza’s application (“the Order”). On 22 September 2010, PLB filed a notice of appeal to the Court of Appeal against the Order (“the Appeal”) and the Court of Appeal had on 4 October 2010 registered the appeal.  In the meantime, on 2 December 2010, PLB’s application for a stay of execution of the Order pending the Appeal had been granted by the Penang High Court. PLB lost the appeal which was fixed for hearing on 29 March 2012 and had filed a notice of appeal to the Federal Court against the Court of Appeal decision, where a case management has been fixed on 23 July 2012.

B14.
Dividend




No interim dividend has been declared by the Board for the financial quarter ended 31 May 2012.

B15.
Earnings per share

Basic earnings per share

The basic earnings per share of the Group is calculated by dividing the net profit for the period by the weighted average number of ordinary shares in issue during the financial period.

	
	Individual quarter
	
	Cumulative quarter

	
	Current year quarter

31/05/12
	
	Preceding year corresponding

31/05/11
	
	Current year to date

31/05/12
	
	Preceding year corresponding

31/05/11

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

	
	
	
	
	
	
	

	Net profit attributable to owners of the parent
	2,362
	
	255
	
	5,145
	
	3,700

	
	
	
	
	
	
	
	

	Basic earnings per share
	
	
	
	
	
	

	Weighted average number of ordinary shares of RM1.00 each
	82,157
	
	82,157
	
	82,157
	
	82,157
	

	
	
	
	
	
	
	
	

	Basic earnings per ordinary share of RM1.00 each (sen)
	2.88
	
	0.31
	
	6.26
	
	4.50

	
	
	
	
	
	
	
	



Diluted earnings per ordinary share

There is no diluted earnings per share as the Company does not have any convertible financial instruments as at the end of the current quarter and financial period-to-date.

B16.
AUTHORISATION FOR ISSUE



These financial statements were authorised for issue by the Board of Directors of the

            Group.

Date : 26 July 2012
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