CREST BUILDER HOLDINGS BERHAD (573382-P)
INTERIM FINANCIAL REPORT 

FOR THE THIRD QUARTER ENDED 30 SEPTEMBER 2006


PART A:
EXPLANATORY NOTES PURSUANT TO PARAGRAPH 16, FRS 134

INTERIM FINANCIAL REPORTING

	A1.
	ACCOUNTING POLICIES

	
	The unaudited interim financial report has been prepared in accordance with the reporting requirements as set out in the Financial Reporting Standards (“FRS”) No. 134 – “Interim Financial Reporting” and paragraph 9.22 of the Bursa Malaysia Securities Berhad (“Bursa Securities”) Listing Requirements, and should be read in conjunction with the Group’s audited statutory financial statements presented in the Annual Report for the financial year ended 31 December 2005.

The accounting policies and method of computation adopted by the Group in this interim financial report are consistent with those adopted for the annual audited financial statements for the financial year ended 31 December 2005, except that the Group has adopted the new/revised standards issued by Malaysian Accounting Standards Board mandatory effective for financial period beginning 1 January 2006 as follows:-
FRS 2

Share-based Payment

FRS 3

Business Combinations

FRS 5
Non-current Assets Held for Sale and Presentation of Discontinued Operations

FRS 101
Presentation of Financial Statements

FRS 102
Inventories

FRS 108
Accounting Policies, Changes in Accounting Estimates and Errors

FRS 110
Events After the Balance Sheet Date

FRS 116
Property, Plant and Equipment

FRS 121
The Effect of Changes in Foreign Exchange Rates

FRS 127
Consolidated and Separate Financial Statements

FRS 128
Investments in Associates

FRS 131 
Interests in Joint Ventures

FRS 132
Financial Instruments : Disclosure and Presentation

FRS 133
Earnings Per Share

FRS 136
Impairment of assets

FRS 138
Intangible Assets

FRS 140
Investment Property

The adoption of FRS 2, 5, 102, 108, 110, 121, 127, 128, 131, 132 and 133 does not have any significant impact to the Group. A summary of the principal impact on the Group’s accounting policies resulting from the adoption of the new/revised standards are as follow:-

(a) FRS 3: Business Combinations; FRS 136: Impairment of Assets and FRS 138: Intangible Assets

Intangible assets of the Group principally comprising expenditure on acquiring the listing status of the Company and goodwill arising from consolidation.  Prior to 1 January 2006, intangible assets are amortised using straight line method over a period of 25 years and the carrying amount of intangible assets are written down for impairment where there are an indication of impairment. 

The new FRS 3 has resulted in consequential amendment to two other accounting standards, FRS 136 and FRS 138.

The adoption of the three (3) new FRSs has resulted in the Group ceasing annual amortisation of positive goodwill from 1 January 2006 in accordance with FRS 3 and FRS 138. Goodwill is carried at cost less accumulated impairment losses and is now tested for impairment annually. 

Under FRS 3, any excess of the Group’s interest in the fair value of acquirees’ identifiable assets and contingent liabilities over cost of acquisitions (previously referred to as “Negative goodwill’) after reassessment, is now recognised immediately to the profit and loss.

The new accounting policy has been accounted for prospectively in accordance with the transitional provisions of FRS 3. The carrying amount of accumulated amortisation of RM9,141,937 has been eliminated against the carrying amount of goodwill. The carrying amount of goodwill as at 1 January 2006 of RM67,055,363 ceased to be amortised. The effect on the financial statements of this new accounting policy is a reduction of the amortisation charge by RM2,285,884 in the current quarter ended 30 September 2006.

The change in accounting policy for negative goodwill had no effect on the financial statements as there was no negative goodwill deferred as at 31 December 2005.

(b) FRS 116 : Property, Plant and Equipment 

In accordance with FRS 116, Property, Plant and Equipment requires the review of the residual value and remaining useful life of property, plant and equipment at least at each financial year end. If the residual value of the asset increases to an amount equal to or greater than the asset’s carrying amount, the asset’s depreciation charge is zero unless and until its residual value subsequently decreases to an amount below the asset’s carrying amount.

There were no changes in estimation of residual value and remaining useful life of its property, plant and equipment that have had material effect in the current quarter and financial period to date result.

(c) FRS 140: Investment Properties

The Group’s investment properties, principally comprising land and buildings, are held for long term rental yields and are not for occupation by the Group. Investment properties of the Group are carried at cost less accumulated depreciations.

The adoption of this new FRS has resulted in a change of accounting policy for investment properties. Investment properties are now measured at fair value with changes in the fair value of the investment properties to be recognised to income statement.

       FRS 140 also requires that investment property under construction is presented under property, plant and equipment which is in accordance with the measurement of FRS 116. The completed property will be reclassified to investment properties when the criterion of properties being held as investment properties is met.   

       There is no financial impact to the consolidated income statement upon adoption of the FRS 140 for current quarter.

In accordance with the transitional provisions of FRS 140, the change in accounting policy is applied prospectively and the comparative figures as at 31 December 2005 are not restated.
(d) FRS 101: Presentation of Financial Statements

The adoption of the revised FRS 101 has affected the presentation of minority interest, share of net after-tax results of associated company and other disclosures. In the consolidated balance sheet, minority interest are now presented within total equity. In the consolidated income statement, minority interest are presented as an allocation of the total profit and loss for the period. A similar requirement is also applicable to the statement of changes in equity.
There is no financial impact to the consolidated income statement. The current period’s presentation of the Group’s financial statement is based on the revised requirements of FRS 101 with the comparative figures restated to conform with current quarter presentation. 


	A2.
	AUDIT QUALIFICATION OF PRECEDING ANNUAL FINANCIAL STATEMENTS

	
	The auditors’ report on the annual audited financial statements for the financial year ended 31 December 2005 was not qualified.


	A3.
	SEASONALITY AND CYCLICALITY FACTORS

	
	The operations of the Group were not materially affected by any seasonal or cyclical factors.


	A4.
	UNUSUAL ITEMS DUE TO THEIR NATURE, SIZE OR INCIDENCE

	
	There were no unusual items affecting the assets, liabilities, equity, net income or cash flows for the current quarter ended 30 September 2006. 


	A5.
	CHANGES IN ESTIMATES

	
	There were no changes in estimates of amounts reported in prior financial years that have a material effect on the current quarter ended 30 September 2006.


	A6.
	ISSUANCE OR REPAYMENT OF DEBT AND EQUITY SECURITIES

	
	There were no issuance and repayment of debt securities, share buy-backs, share cancellations, shares held as treasury shares and/or resale of treasury shares for the current financial period under review:-
Conversion of Irredeemable Convertible Unsecured Loan Stocks (“ICULS”) to New Ordinary Shares of RM1.00 each (“New Shares”). 

No. of ICULS

Conversion Price      RM

New Shares 

Current Quarter
-
-
-
Cumulative Quarter
10,000,000

1.00

10,000,000

Issuance of New Ordinary Shares of RM1.00 each (“New Shares”) pursuant to exercise of Warrants Issue. 

No. of New Shares
Issuance  Price      
RM

Proceeds from the shares issue

RM  

Current Quarter
-
-
-
Cumulative Quarter
950
1.00

950



	A7.
	DIVIDEND PAID

	
	A final dividend of 2 sen per ordinary share less income tax at 28% amounting to RM1,782,006.48 for the financial year ended 31 December 2005 had been paid on 8 August 2006.


	A8.
	SEGMENTAL REPORTING

	
	The segmental reporting by industry of the Group is set out as below:-

(i)   For the nine (9) months ended 30 September 2006.

 Segment Revenue and Segment Results 

Business Segment

Construction

RM’000
Investment Holding

RM’000

Property Developments

RM’000

Eliminations

RM’000

Consolidated

RM’000
Revenue

- External   

   customer

    187,001
  167
    37,054
-
     224,222
- Inter-segment 

 45,177
    1,926
-

(47,103)
-
Total revenue

232,178
    2,093
    37,054
(47,103)
224,222
Results

-  Segment  

   Results

   15,884
    1,739
    17,724
   (5,272)

  30,075
Finance Cost

    (3,511)

Taxation

   (10,017)

Net Profit for the Period
   16,547
No geographical segment is presented as the Group operates principally in Malaysia.

(ii)   For the nine (9) months ended 30 September 2005

Segment Revenue and Segment Results 

Business Segment

Construction

RM’000
Investment Holding

RM’000

Property Developments

RM’000
Eliminations

RM’000

Consolidated

RM’000
Revenue

- External   

   customer

 171,007
     66
7,709
-

    178,782
- Inter-segment 

   23,623
  10,360
-

(33,983)

-

Total revenue

  194,630
  10,426
7,709
(33,983)

     178,782
Results

-  Segment  

   Results

    17,619
   (2,247)

 3,897
      -
 19,269
Finance Cost

    (3,487)

Taxation

    (6,115)

Net Profit for the Period 

    9,667
No geographical segment is presented as the Group operates principally in Malaysia.


	A9.
	VALUATIONS OF PROPERTY, PLANT AND EQUIPMENT

	
	The valuations of property, plant and equipment have been brought forward without amendment from the financial statements for the year ended 31 December 2005.


	A10.
	SUBSEQUENT MATERIAL EVENTS 

	
	There were no material events subsequent to the reporting period up to 16 November 2006, being the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report, that have not been reflected in the financial statements for the current quarter ended 30 September 2006.




	A11.
	CHANGES IN THE COMPOSITION OF THE GROUP

	
	There were no changes in the composition of the Group for the current quarter ended   30 September 2006. 


	A12.
	CONTINGENT LIABILITIES AND CONTINGENT ASSETS

	
	Contingent liabilities of the Group as at 16 November 2006 being the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report comprises of Bank Guarantees provided by the Group to the various parties in the normal course of business and the changes in contingent liabilities since the last financial year ended 31 December 2005 are as follows:-

RM ‘000

Balance as at 1 January 2006

25,194
Extended during the period

16,371
Discharged during the period

  (6,043)
Balance as at 16 November 2006
35,522



	A13.
	CAPITAL COMMITMENTS

	
	The amount of commitments for the purchase of land held for property development not provided for in the interim financial statements as at 30 September 2006 is as follows:-
Group

Company

RM’000

RM’000

Approved and contracted for

6,448
-




	A14.
	SIGNIFICANT RELATED PARTY DISCLOSURES

	
	Crest Builder Holdings Berhad and / or its subsidiaries

`

Transacting Party

Relationship

Nature of Transactions

Current Quarter

Ended

30  September 2006

RM’000

Cumulative

Quarter Ended

30  September 2006

RM’000

Crest Builder Sdn Bhd

Farima Sdn Bhd

Company connected with a Director of the Company

Construction work 

26,465
 40,651
The directors are of the opinion that the transactions above have been entered into in the normal course of business and have been established on the terms and conditions that are not materially different from those obtainable in transactions with unrelated parties.


PART B:
EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE   LISTING REQUIREMENTS OF BURSA SECURITIES 

	B1.
	REVIEW OF PERFORMANCE

	
	For the third quarter, the Group recorded higher revenue of RM111.2 million compared to RM61.9 million in the corresponding third quarter of the preceding year. The increase in revenue was mainly due to the construction division which had higher volume of construction works completed during the quarter. 

The property development division recorded higher revenue of RM37.0 million as compared to the corresponding quarter of RM7.7million. The increase was attributable to its higher stage of completion during the current quarter.   

The Group’s profit after tax of RM7.2 million was higher compared to the preceding year corresponding third quarter of RM1.6 million. The increase was mainly due to its property development division. Additionally, the cessation of the goodwill amortisation which is in accordance with the FRS 3 also contributed to the increase in profitability during the current financial quarter. The profit margin from the construction division was lower mainly due to the overall price escalation in building materials and fuel-based products. 



	B2.
	COMPARISON WITH IMMEDIATE PRECEDING QUARTER’S RESULTS

	
	Current 

Preceding

Increase/

3rd Quarter

2nd Quarter

(Decrease)

RM’000

RM’000

RM’000

%

Revenue

111,205
54,119
57,086
     105%

Profit before taxation

 11,316
 6,590
 4,726
   72%

Profit after taxation

   7,225
 3,695
 3,530
    96%

For the current quarter under review, the Group recorded profit before taxation and profit after taxation of RM11.3 million and RM7.2 million respectively as compared to RM6.6 million and RM3.7 million respectively in the immediate preceding quarter. The improved performance for the current quarter was due to the higher stage of completion in the property division which contributed to higher profit.


	B3.
	CURRENT YEAR PROSPECT

	
	The Board expects that the Group’s operational result for the current financial year will be higher than the preceding financial year. The Group continue to bid actively for construction projects with similar success rate in order to replenish the Group’s order book. With the encouraging sales response of the Group property development project, the property division is expected to contribute positively to the Group.


	B4.
	VARIANCES ON PROFIT FORECAST AND PROFIT GUARANTEE

	
	Not applicable to the Group.


	B5.
	TAXATION

	
	CURRENT QUARTER

CUMULATIVE QUARTER

Quarter Ended

30.9.2006

(RM’000)
Quarter Ended

30.9.2005

(RM’000)
Period    Ended

30.9.2006

(RM’000)
Period Ended

30.9.2005

(RM’000)
Current period’s provision

3,976
1,487
     10,241
6,612
Deferred tax 

   (565)
   (188)
   (456)
   (517)

Under provision in tax in prior year

   680
     20
   680
     20
4,091
 1,319
     10,017
6,115
Profit before taxation

     11,316
     2,938
     26,564
   15,782
Taxation at Malaysian statutory tax rate – 28%

3,169
    823
 7,438
  4,419
Tax losses not yet utilised

   612
    837
  1,747
  1,914
Effect of different tax rate

       (2)
      (82)

      (45)

     (107)

Under provision in tax in prior year

   680
     (350)
           680
           20
Under/(Over) provision in deferred tax in prior year 

     (493) 

        (2)        

   (241)
      (244)     

Expenses not deductible for tax purposes

    197
    276
   653
      387
Deferred tax income relating to revaluation of plant and machinery

     (72)

    (183)
   (215)

        (274)

4,091
     1,319
     10,017
  6,115
The Group’s effective tax rate for the current quarter ended 30 September 2006 was higher than the statutory tax rate prevailing in Malaysia principally due to non-availability of group losses relief incurred by subsidiary companies, certain expenses not deductible for tax purposes and under provision of deferred tax in prior year.



	B6.
	PROFIT ON SALE OF UNQUOTED INVESTMENTS AND / OR PROPERTIES

	
	There was no disposal of unquoted investments and/or properties for the current quarter ended 30 September 2006.


	B7.
	DEALINGS IN QUOTED SECURITIES

	
	(i) The Group did not transact in any quoted securities for the current quarter ended 30 September 2006.

(ii) As at 30 September 2006, the Group did not hold any quoted securities.


	B8.
	CORPORATE PROPOSALS

	
	The Group has not announced any corporate proposal during the current quarter ended 30 September 2006.


	B9.
	BORROWINGS AND DEBT SECURITIES

	
	The details of Group borrowings and debt securities, all of which is denominated in Ringgit Malaysia, as at 30 September 2006 are as follows:

RM’000

RM’000

Short term borrowings :

   Secured  

    -  Hire Purchase

        1,924
    -  Term Loan

2,510
   Unsecured

    -  Bank Overdraft

10,928
    -  Bankers’ Acceptance

18,519
33,881
Long term borrowings :

   Secured

    -  Hire Purchase

         1,671
    -  Term Loan

       20,358
   Unsecured

    -  Term Loan

       45,000

       67,029
Total

       100,910



	B10.
	OFF BALANCE SHEET FINANCIAL INSTRUMENT

	
	There were no financial instruments with off balance sheet risk as at 16 November 2006, being the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report.


	B11.
	MATERIAL LITIGATION

	
	Save as previously disclosed, there were no changes in material litigation, including the status of pending material litigation since the previous quarter to 16 November 2006, being the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report.


	B12. 
	DIVIDEND

	
	No dividend was proposed or paid in respect of the third quarter ended 30 September 2006.


	B13.
	EARNINGS PER SHARE

	
	a.

Basic earnings per share

The basic earnings per share has been calculated based on the Group’s profit after taxation and divided by the weighted average number of ordinary shares outstanding during the current quarter ended 30 September 2006.

CURRENT QUARTER

CUMULATIVE QUARTER

30/9/2006

30/9/2005
30/9/2006

30/9/2005
Profit after tax attributable to equity holders of the parent (RM’000)

   7,225
   1,619
 16,547
     9,667
Weighted average number of ordinary shares in issue (’000)

123,750
113,749

121,735
113,749

Basic earnings per share (sen)

        5.8
        1.4
       13.6
       8.5
b.

Diluted earnings per share

The diluted earnings per share has been calculated based on the Group’s profit after taxation and divided by the weighted average number of ordinary shares which would be issued on conversion of all dilutive potential ordinary shares into ordinary shares as follows:-

CURRENT QUARTER 

CUMULATIVE QUARTER 

30/9/2006

30/9/2005
30/9/2006

30/9/2005
Profit after tax attributable to equity holders of the parent (RM’000)

   7,225
   1,619
  16,547
  9,667
Adjustment for after-tax effects of interest on ICULS  (RM’000)

-
        90
-
     240
Adjusted net profit for the quarter(RM’000)

   7,225
   1,709
  16,547
  9,907
Weighted average number of ordinary shares (’000)

123,750
 113,749

121,735
113,749

Assume full conversion of ICULS (’000) 

-
    10,000

-
  10,000

Assume full conversion of Warrants (’000)

*
      4,488
*
    4,558
Weighted average number of ordinary shares (’000)

123,750
  128,237
121,735
128,307
Diluted earnings per share (sen)

N/A
          1.3
 N/A
       7.7
* Not taken into account in the computation of diluted earnings per share because the effect is anti-dilutive.
The computation for diluted earnings per share is not applicable as it has an anti-dilution effect for current quarter and period ended 30 September 2006. 


	B14.
	AUTHORISED FOR ISSUE

	
	The interim financial statements were authorised for issue by the Board of Directors in accordance with a resolution of the directors on 20 November 2006.




By Order of the Board

Company Secretaries

Heng Chiang Pooh FCIS (MAICSA 7009923)

Chiam Han Twee FCIS (MAICSA 7009910)

Date: 20 November 2006
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