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Quarterly Explanatory Notes -                 .            


SELOGA HOLDINGS BERHAD
(Company No: 361052-H)

Incorporated In Malaysia

NOTES TO THE QUARTERLY FINANCIAL REPORT

PERIOD ENDED 31 MARCH 2009
EXPLANATORY NOTES PURSUANT TO FRS 134
A1
Basis of Preparation

The interim financial statements are unaudited and have been prepared in accordance with the requirements of Financial Reporting Standards (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 for the year ended 31 December 2008. 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 December 2008. 

A2
Changes in Accounting Policies

The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 December 2008 and there were no new Financial Reporting Standard (“FRS”), amendments to FRS and interpretations adopted during this quarter.
A3
Auditors’ Report on Preceding Annual Financial Statements 
The auditors’ report on the financial statements for the year ended 31 December 2008 was not qualified.

A4
Comments About Seasonal or Cyclical Factors
The Group's operations are not affected by seasonal and cyclical factors.

A5
Unusual Items Due to their Nature, Size or Incidence

There were no unusual items which affect the assets, liabilities, equity, net income or cash flows of the Group for the current quarter.

A6
Changes in Estimates

There were no changes in the estimates of amounts, which give a material effect in the current quarter.

A7
Debt and Equity Securities

There were no issuance and repayment of debt and equity securities, share buy backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current quarter.
A8
Dividends Paid


There was no dividend paid by the Company for the current financial period.
A9
Segmental Information
The business segments are presented below:

	
	3 months ended

	
	31.3.09
	31.3.08

	
	RM’000
	RM’000

	Segment revenue
	
	

	Property development
	21,142
	12,591

	Construction
	7,904
	13,812

	Others
	-
	17

	Total revenue incl. inter-segment sales
	29,046
	26,420

	Elimination of inter-segment sales
	(4,141)
	  (9,925)

	Total revenue from continuing operations
	24,905
	16,495

	
	
	

	Segment results
	
	

	Property development
	6,509
	1,169

	Construction
	424
	1,664

	Others
	-
	17

	
	6,933
	2,850

	Eliminations
	-
	(540)

	Total results from continuing operations
	6,933
	2,310


The geographical segments of the Group are as follows:

	
	Total Revenue from External Customers
	Segment Assets

	
	3 months ended
	As at

	
	31.3.2009
	31.3.2008
	31.3.2009
	31.3.2008

	
	RM’000
	RM’000
	RM’000
	RM’000

	Malaysia
	24,905
	16,495
	102,609
	124,642

	Africa
	-
	-
	-
	-

	Others
	-
	-
	-
	-

	
	24,905
	16,495
	102,609
	124,642


A10
Carrying Amount of Revalued Assets

The valuations of property, plant and equipment have been brought forward without amendment from the financial statements for the year ended 31 December 2008.
A11
Subsequent Events

As at the date of this report, there were no material events subsequent to the end of the period under review that have not been reflected in the financial statement.
A12
Changes in Composition of the Group

There were no changes in the composition of the Group during the quarter under review.

A13
Changes in Contingent Liabilities and Contingent Assets

There were no material changes in contingent liabilities or contingent assets since the last annual balance sheet as at 31 December 2008.
A14
Capital Commitments

There was no capital commitments for the purchase of property, plant and equipment not provided for in the interim financial statements as at 31 March 2009. 

EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD
B1
Performance Review

The Group recorded higher revenue for the current quarter ended 31 March 2009 of RM24.9 million as compared to RM16.5 million in the preceding quarter ended 31 March 2008. The significant 51% increase in revenue recorded is mainly attributed to much higher progress billings being recognised by the increase in selling prices of the affordable housing development at Taman Nusantara, Nusajaya,  Iskandar Development Region (IDR), Johor.

The Group recorded a profit before taxation of RM4.0 million for the current quarter ended 31 March 2009 as compared to a loss before taxation of RM0.15 million in the preceding year’s quarter ended 31 March 2008.  This is mainly attributed to higher gross margins being achieved on sales revenue and better cost management of sub-contract works of the various phases of construction jobs being undertaken progressively at the Taman Nusantara project.

B2
Material Change in Profit/Loss Before Taxation

The Group recorded a profit before taxation of RM4.0 million for the current quarter compared to a loss before taxation of RM0.15 million in the previous quarter. This is mainly attributed to  higher gross margins being achieved as a result of about 22% increase (on average) in selling prices of the residential units launched as well as 51% increase in sales revenue recorded for the current quarter.
B3
Prospects of the Group


The outlook for the local property market is expected to remain challenging 
characterised by continued softer demand and higher supply being made available 
especially in the secondary market.

The Group, however, shall continue its focus on establishing itself as a reliable niche developer in the affordable housing segment where there is still an encouraging demand particularly at its Taman Nusantara within IDR. The project has in fact, been further encouraged by its prime location within the vicinity of the newly established Bandar Nusajaya, where the various main offices of the Johor State Government were recently and gradually opened for business.
Operating Expenses and Construction Costs have been kept under control; marketing efforts continued to be intensified and financially, the Group is in a better position to trade effectively.

Barring unforeseen circumstances, the Board of Directors is of the opinion that the trend of the positive performance recorded during the current quarter shall be maintained for the current financial year. 
B4
Profit Forecast


Not applicable as there was no forecast/profit guarantee.

B5
Taxation

The current quarter taxation represents mainly provision for tax of current period.
B6
Unquoted Investments and Properties

There were no sale of unquoted investments and properties during the current quarter.
B7
Quoted Investments

There was no sale or purchase of quoted investments during the current quarter.
	
	
	
	As at 31/3/2009

	
	
	
	RM'000

	
	Total investment at cost
	
	1

	
	Total Investment at carrying value/book value
	
	-

	
	Total investment at market value 
	
	-


B8
Status of Corporate Proposals

Except for the following proposals which are in various stages of implementation, there were no other new corporate proposals:

(i) Proposed comprehensive restructuring scheme.

The Company had on 11 May 2006 announced that the Company has been classified as an Affected Listed Issuer based on paragraph 2.1(a) of the Amended Practice Note No. 17/2005 (“Amended PN17”) of Bursa Malaysia Securities Berhad (“Bursa Securities”), whereby:-

(a) Its shareholders’ equity on a consolidated basis is less than 25% of its issued and paid-up capital; and

(b) Its shareholders’ equity is less than the minimum issued and paid-up capital of RM40 million.

Further to the announcement made on 11 May 2006, the Group made an announcement on 10 January 2007 in respect of its comprehensive restructuring scheme to regularise its financial condition, as follows:
(I) Proposed renounceable rights issue of up to 44,710,003 ordinary shares of RM1.00 each in SHB (“SHB Shares”) at a proposed issue price of RM1.00 on the basis of 1 SHB Share for every 3 existing SHB Shares held on an entitlement date to be determined later (“Proposed Rights Issue”); and
(II) Proposed rationalisation of investment in Kemaman Oil Corporation Sdn. Bhd. (“Proposed Rationalisation”).
The above Proposals are subject to, amongst others, the following approvals being obtained:
(i) Securities Commission (“SC”) for the following:

(a) Proposed Rights Issue;
(b) Proposed Exemption II and III (as detailed in the announcement); and

(c) Proposed exercise of the Proposed Call Option 1 or subscription of new KOC Shares, as the case may be (“Proposed Exercise”);
(ii) SC (pursuant to the Guideline on Acquisition of Interests, Mergers and Take-Overs by Local and Foreign Interests issued by the Foreign Investment Committee (“FIC”)) for the Proposed Exercise;

(iii) Shareholders of SHB at a general meeting to be convened;
(iv) Bursa Securities for the listing of and quotation for the new SHB Shares to be issued under the Proposed Rights Issue; and

(v) Any other relevant authorities.

The Proposed Rights Issue and the Proposed Rationalisation are inter-conditional. The Proposed Rights Issue is conditional to the Proposed Exemption II and the Proposed Exercise is conditional to the Proposed Exemption III.
For details of the comprehensive restructuring scheme, kindly refer to the announcement dated 10 January 2007.

Further to the above, the Securities Commission (“SC”) has vide its letter dated 20 April 2007, approved SHB’s application for an exemption under the Malaysian Code on Take-Overs and Mergers, 1998 to undertake a mandatory offer arising from the Company’s regularisation plans (“Exemption”).
On 4 July 2007, it was announced that the SC has in its letter dated 3 July 2007 rejected the above Proposals.
The Company had on 2 August 2007 submitted an appeal against the SC’s rejection of the Proposals (“Appeal”).

The SC has since in its letter dated 6 November 2007 declined the Appeal on the basis that the Appeal did not satisfactorily address the issues on the Proposals raised by the SC in its letter dated 3 July 2007.
However, on 7 November 2007 the Company announced that it is the intention of the Board of Directors of SHB (“Board”) to maintain the listing status of SHB.

On 9 November 2007 the Company received a notice from Bursa Securities that the trading of the securities of the Company will be suspended with effect from 9.00 am, Monday, 19 November 2007 pursuant to paragraph 8.14C(5) of the Listing Requirements of the Bursa Securities. On the same day, the Company announced that it is considering a revised regularisation plan that will address SC’s concern on the Proposals.
Bursa Securities has on 9 November 2007 notified the Company to make written representations to Bursa Securities within 5 market days as to why its securities should not be removed from the Official List of Bursa Securities.

The Company had on 15 November 2007 replied to Bursa Securities on its justification to why it should not be de-listed. Amongst others, the justifications include its improving financial position, whereby as at 30 June 2007, its unaudited shareholders’ funds of RM31.9 million exceed 25% of its issued & paid-up share capital.
On 5 December 2007, it was announced that the securities of SHB will be removed from the Official List of Bursa Securities at 9.00am on 17 December 2007 unless an appeal to Bursa Securities was made. An appeal was subsequently submitted on 12 December 2007.

The Company has since received a letter dated 13 February 2008 from Bursa Securities on its decision in respect of the appeal against de-listing procedures commenced against the Company.

Bursa Securities in its letter to the Company informed that after due consideration of all facts and circumstances of the matter including the following developments:-

i) the Company had on 4 December 2007 announced a new restructuring scheme which involves a proposed capital cancellation and proposed rights issue; and

ii) Tan Sri Halim Saad, a substantial shareholder of the Company had given his undertaking to subscribe for the proposed rights issued, 

the Appeals Committee (“AC”) has decided that the appeal by the Company be allowed and to grant the Company an extension of time until 14 April 2008 (“the Extended Time Frame”) as requested to submit the regularisation plans to the Securities Commission and other relevant authorities (“the Approving Authorities”) for approval.

Bursa Securities further decided that in the event :-

i) SELOGA submits the regularisation plans to the Approving Authorities for approval by the Extended Time Frame, Bursa Securities will await the outcome of SELOGA’s submission; and

ii) SELOGA fails to obtain the Approving Authorities’ approval and appeals against decision of the Approving Authorities, Bursa Securities will await the outcome of SELOGA’s appeal to the Approving Authorities.

It was indicated in the letter of Bursa Securities that the Company must proceed to implement its regularisation plans expeditiously within the timeframe or extended timeframes stipulated by the Approving Authorities in the event it obtains all authorities’ approval necessary for the implementation of its regularisation plans or if it succeeds in its appeal to the Approving Authorities.

Bursa Securities’ aforesaid decision is without prejudice to Bursa Securities’ right to exercise its powers under paragraphs 8.14C and 16.17 of the Listing Requirements of Bursa Securities to proceed to de-list the securities of the Company from the Official List of Bursa Securities in the event:-

1) the Company fails to submit its regularization plans to the Approving Authorities for approval by the Extended Time Frame;

2) the Company fails to obtain the approval from any of the Approving Authorities necessary for the implementation of its regularisation plans and does not appeal to the Approving Authorities within the timeframe (or extended timeframe, as the case may be) prescribed to lodge an appeal;

3) the Company does not succeed in its appeal against the decision of the Approving Authorities; or

4) the Company fails to implement its regularisation plans within the timeframe or extended timeframes stipulated by the Approving Authorities.

Bursa Securities further advised in its aforesaid letter that upon occurrence of any of the events set out in (1) to (4) above, the securities of the Company shall be removed from the official List of Bursa Securities upon the expiry of the 7 market days from the date the Company is notified by Bursa Securities or such other date as may be specified by Bursa Securities.

In arriving the aforesaid decision to de-list the securities of SELOGA upon accordance of any of the event set out in (i) and (ii) above, the AC had regard to all the issues and in particular, the following factors :-

a) The Company has not as at 5 February 2008 regularised its financial condition in accordance with paragraph 8.14C of the Bursa Securities LR and PN17;

b) Since the First Announcement on 11 May 2006, as at 5 February 2008, the Company has had approximately 21 months to regularise its financial condition;

c) The Securities Commission had rejected both the Company’s regularisation plan and its appeal against the rejection on 3 July 2007 and 6 November 2007 respectively;

d) All Amended Practice Note No. 17/2005 (“PN17”) companies are required to regularize their financial condition and level of operations expeditiously within the timeframe prescribed in paragraph 8.14C of the Bursa Securities LR and PN17 or extended timeframe as may be granted by Bursa Securities;

e) The requirement for companies to have an adequate level of financial condition and level of operations serves to ensure that companies listed on the Official List of Bursa Securities are of a certain minimum quality. Companies that have a minimum level of financial condition and level of operations serve to preserve and sustain market integrity and investors’ confidence; and

f) In the opinion of the AC, adequate time and opportunity have been accorded to the Company to regularize its financial condition.

(ii) New Regularisation Plan

Reference is made to the announcement on 7 November 2007, whereby SHB announced that the SC has declined its appeal against the SC's rejection of the proposals (as detailed in the announcement dated 10 January 2007) ("Initial Proposals") ("Appeal") on the basis that the Appeal did not satisfactorily address the issues on the Initial Proposals raised by the SC in its letter dated 3 July 2007.

It is the intention of the Board to maintain the listing status of SHB and as such, the Board has deliberated and proposed a new regularisation plan which it believes will regularise the Company's financial position and address the SC's concerns. Details of the new regularisation plan are as set out below:

(i) proposed cancellation of RM0.75 of the par value of each existing ordinary share of RM1.00 each in SHB ("SHB Shares") on a date to be determined by the Board and announced later ("Entitlement Date") ("Proposed Capital Cancellation"); and

(ii) proposed renounceable rights issue of up to 80,478,006 new ordinary shares of RM0.25 each in SHB ("RI Shares") at a proposed issue price of RM0.25 on the basis of 3 RI Shares for every 5 ordinary shares of RM0.25 each in SHB held after the Proposed Capital Cancellation ("Proposed Rights Issue"),
collectively referred to as "New Proposals". 

For details of the new regularisation plan, kindly refer to the announcement dated 4 December 2007.

Further to the above, on 11 April 2008, SHB announced that its Board of Directors ("Board") has decided on the utilisation of proceeds for the Proposed Rights Issue and proposes to vary the Company’s regularisation plans as announced on 4 December 2007 to include the proposed utilisation of share premium reserve of SHB as at 31 December 2007 together with the credit arising from the Proposed Capital Cancellation to reduce the accumulated losses of SHB. The revised proposed regularisation plans will now comprise the following:

(i) Proposed restructuring of the issued and paid-up share capital of SHB under section 64 of the Companies Act, 1965 involving the following:

(a) cancellation of RM0.75 of the par value of each existing ordinary share of RM1.00 each in SHB ("SHB Share") ("Proposed Capital Cancellation"); and

(b) utilisation of the credit from the Proposed Capital Cancellation together with RM10.55 million from the audited share premium reserve of SHB of as at 31 December 2007 to reduce the accumulated losses of SHB;

(collectively referred to as the "Proposed Capital Restructuring"); and

(ii) Proposed renounceable rights issue of up to 80,478,006 new ordinary shares of RM0.25 each in SHB ("Rights Shares") at a proposed issue price of RM0.25 per Rights Share on the basis of 3 Rights Shares for every 5 ordinary shares of RM0.25 each in SHB held after the Proposed Capital Restructuring ("Proposed Rights Issue");
(collectively referred to as the "Revised Proposals")

For details of the revised proposed regularisation plans, kindly refer to the announcement dated 11 April 2008.

The Company has on 14 April 2008 submitted an application to the SC in relation to the above regularisation plans. 

On 18 March 2009, the Company updated SC in relation to its New Proposals that will regularise the Company’s financial position. For details of the New Proposals, kindly refer to the announcement dated 18 March 2009. An announcement will be made upon the receipt of the decision from the SC.
(iii)   Intention to seek approval for the Shareholders' Mandate for Recurrent Related Party Transactions
The Company has on 19 May 2009 announced that it intends to seek its shareholders' approval for the proposed shareholders' mandate for Recurrent Related Party Transactions of a revenue or trading nature at the forthcoming annual general meeting to be convened.

A circular setting out the details of the proposed shareholders' mandate for Recurrent Related Party Transactions of a revenue or trading nature will be despatched to shareholders of the Company in due course.
B9
Borrowings and Debt Securities

	
	Secured Loans as at 31 March 2009
	
	Long Term RM'000
	Short Term RM'000

	
	Bank Overdraft
	
	-
	8,076

	
	Short Term Advance
	
	1,335
	1,200

	
	Term Loan
	
	18,127
	4,160

	
	Hire Purchase Creditors
	
	-
	9

	
	
	
	19,462
	13,445


The above loans are denominated in Ringgit Malaysia.

B10
Off Balance Sheet Financial Instruments

On 9 May 2003, the Company issued RM24 million nominal value seven year zero coupon irredeemable convertible unsecured loan stock (“ICULS”) to Segi Resources Sdn Bhd, a joint venture (“JV”) partner to the Segi-Seloga Jaya JV turnkey project. 
The ICULS are convertible into new ordinary shares on a semi-annual basis commencing six months from the issuance date to the day immediately preceding the Maturity Date,     7 May 2010, based on the cumulative certified billing amount/turnover of the Segi-Seloga Jaya JV turnkey project. 
ICULS conversion details are as follows:

	Total ICULS issued
	24,000,000

	  less conversions completed on :
	

	    -  24 December 2003
	(232,604)

	    -  19 May 2004
	(128,401)

	    -  25 November 2004
	(589,760)

	    -  9 May 2005
	(1,018,162)

	    -  17 November 2005  
	      (585,513) 

	    -  10 May 2006  
	(758,382)

	    -  9 November 2006  
	(1,443,562)

	    -  10 May 2007  
	(2,021,387)

	  Total ICULS converted to shares
	(6,777,771)

	
	

	Balance of ICULS as at 31/12/2007
	 17,222,229


As at 31 March 2009, RM3,922,806 nominal amount of ICULS of RM1.00 each which are yet to be converted into ordinary shares of RM1.00 each. 
B11
Changes in Material Litigation

There were no changes in material litigation since the last quarter except for the following:
Arbitration between SJSB and Fortune Valley Sdn Bhd (“FVSB”) commenced on 22 May 1997, in which SJSB claimed for, inter alia, approximately RM11.9 million for the value of works, materials and goods executed for the project, financing charges, loss of profit and a number of declaratory awards. There was a counterclaim by FVSB against SJSB for approximately RM10.8 million. On 28 March 2008, both SJSB and FVSB have entered into a Settlement Agreement whereby SJSB has agreed to accept the sum of RM4.0 million as full and final settlement of the matter. In accordance with the Settlement Agreement, FVSB has paid SJSB RM2.0 million in cash and the balance to be settled vide the transfer of 8 properties in Port Dickson, together with all their facilities and club memberships. On 16 January 2009, after completion of the discharge of the said properties, the Sale and Purchase Agreements to transfer the said properties to SJSB have been executed.

B12
Dividend

No dividend has been declared for the financial period ended 31 March 2009. There were no dividends paid in respect of the corresponding financial period.
B13
Earnings/(Loss) Per Share

	
	3 MONTHS ENDED

	
	31.3.09
	31.3.08

	
	RM ’000
	RM ’000

	Basic Earnings/(Loss)  Per Share
	
	

	Profit/(Loss) for the period attributable to equity holders of the parent
	3,985
	(149)

	
	
	

	Weighted average number of ordinary shares (‘000)
	116,908
	116,908

	
	
	

	Basic Earnings/(Loss) Per Share (sen)
	3.41
	(0.13)

	
	
	

	Diluted Earnings/(Loss) Per Share
	
	

	Profit/(Loss) for the period attributable to equity holders of the parent
	3,985
	(149)

	
	
	

	Weighted average number of ordinary shares (‘000)
	116,908
	116,908

	Effect of dilution:
	
	

	 - ICULS (‘000)
	17,222
	17,222

	Adjusted weighted average number of ordinary shares in issue and issuable (‘000)
	  134,130
	  134,130

	
	
	

	Diluted Earnings/(Loss) Per Share (sen)
	2.97
	(0.13)


B14
Authorisation for Issue

The interim financial statements were authorised for issue by the Board of Directors in accordance with a resolution of the directors on 26 May 2009.
