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 Brem Holding Berhad (66756-P)

(Incorporated in Malaysia)

NOTES TO THE INTERIM FINANCIAL REPORT
PART A : EXPLANATORY NOTES
A1.
Basis of preparation

The unaudited interim financial report has been prepared in compliance with Financial Reporting Standard (FRS) 134, Interim Financial Reporting and paragraph 9.22 of the Listing Requirement of the Bursa Malaysia Securities Berhad.
The interim financial report should be read in conjunction with the audited financial statements of the Group for the financial year ended 31 March 2007.

The accounting policies and methods of computation adopted in this interim financial report are consistent with those adopted in the most recent annual financial statements except for the adoption of the following new/revised Financial Reporting Standard (FRS) which are effective for the annual financial statements beginning on or after 1 April 2007:
FRS 117
Leases
FRS 124
Related Party Disclosures
The adoption of FRS 124 does not have significant financial impact on the Group. The principal effects of the changes in accounting policies resulting from the adoption of the other new/revised FRS are discussed below:

FRS 117: Leases

Leasehold land held for own use

Prior to 1 April 2007, leasehold land held for own use was classified as property, plant and equipment and was stated at cost less accumulated amortisation and impairment losses. The adoption of the revised FRS 117 has resulted in a change in the accounting policy relating to the classification of leases of land and buildings. Leases of land and buildings are classified as operating or finance leases in the same way as leases of other assets and the land and buildings elements of a lease of land and buildings are considered separately for the purposes of lease classification. Leasehold land held for own use is now classified as operating lease and where necessary, the minimum lease payments (including any lump-sum up-front payments) are allocated between the land and the buildings elements in proportion to the relative fair values for leasehold interests in the land element and buildings element of the lease at the inception of the lease. The up-front payment represents prepaid lease payments and are amortised on a straight-line basis over the lease term.

The Group has applied the change in accounting policy in respect of leasehold land in accordance with the transitional provisions of FRS 117. At 1 April 2007, the unamortised amount of leasehold land is retained as the surrogate carrying amount of prepaid lease payments as allowed by the transitional provisions. The reclassification of leasehold land as prepaid lease payments has been accounted for retrospectively and certain comparatives have been restated as disclosed below:-
	
	Previously stated 
	Reclassification
	Restated

	
	RM ‘000
	RM ‘000
	RM‘000

	
	
	
	

	Property, plant and equipment
	169,333
	(105)  
	169,228

	Prepaid lease payments
	-
	105  
	105


A2.
Audit report of preceding annual financial statements
There was no audit qualification on the preceding annual financial statements.

A3.
Seasonal or cyclical factors
The businesses of the Group are not affected by seasonal or cyclical factors.

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 of the Group for the financial period ended 30 September 2007.

A5.
Changes in estimates
There were no material changes in estimates used for preparation of the interim financial report.
A6.
Issuance or repayment of debts and equity securities
There were no issuance and repayment of debts and equity securities, share buy-back, share cancellation, shares held as treasury shares and resale of treasury shares during the financial period ended 30 September 2007.
As at 30 September 2007, there were a total of 11,000 ESOS options remained unexercised at the exercise price of RM1.00 per share and a total of 38,947,928 unexercised warrants for which 1 warrant will entitle its holder to convert into 1 new ordinary share of RM1 each at the exercise price of RM1.20 per share.
A7.
Dividend paid
No dividend was paid during the financial period ended 30 September 2007.
A8
Segment reporting


Business Segments

	
	Civil engineering & construction
	Property development
	Property investment & investment holding
	Water supply & services
	Elimination
	Consolidated

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

	REVENUE
	
	
	
	
	
	

	External
	19,974
	2,960
	2,585
	23,377
	-
	48,896

	Inter-segment
	-
	-
	-
	-
	-
	-

	Total revenue
	19,974
	2,960
	2,585
	23,377
	-
	48,896

	
	
	
	
	
	
	

	RESULT
	
	
	
	
	
	

	Segment results
	2,057
	627
	1,802
	12,103
	-
	16,589

	Gain on disposal of 
         investment property
	
	
	
	
	27,754

	Bad debts allowance
	
	
	
	
	(4,122)

	Finance cost
	
	
	
	
	(2,909)

	Share of results of

associated companies
	
	
	
	
	1,028

	Taxation
	
	
	
	
	
	(5,655)

	Net profit for the financial period
	
	
	
	
	32,685


Geographical Segments

	
	Revenue from external customers by geographical market

	
	RM’000

	
	

	Malaysia
	25,519


	Papua New Guinea
	23,377


	
	48,896



Income statement items of foreign subsidiary companies are translated into Ringgit Malaysia at average rate of exchange throughout the financial period. The average rate used in the translation is Kina1.00 equal to RM1.1795.
A9.
Valuation of property, plant and equipment
Property, plant and equipment of the Group are stated at cost less accumulated depreciation/amortisation and impairment loss, if any.

A10.
Events subsequent to the end of the financial period
There is no material event subsequent to the end of the financial period 30 September 2007 until the date of this announcement.
A11.
Changes in the composition of the Group
On 2 August 2007, the Company has obtained approval from the authority of Zhuhai City, The People’s Republic of China for the establishment of a company with foreign investment in The People’s Republic of China. The Certificate of Approval dated 7 August 2007 was obtained by the Company on 29 August 2007. The registered capital of the newly incorporated wholly owned subsidiary company, Brem Zhuhai Investment Ltd., is RMB10.0 million. On 18 September 2007 the Company subscribed for 4,279,967 ordinary shares at RMB1.00 per share in Brem Zhuhai Investment Ltd. 
A12.
Contingent Liabilities

The details of Group contingent liabilities are as follows:

	
	RM’000

	
	

	Guarantees given to financial institutions in favour of third parties
	    1,192


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


  REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD
B1.
Review of performance

The Group’s revenue for the current quarter and cumulative quarters are lower than the preceding year corresponding period mainly due to the lower business activities of the construction division and property division. The Group’s overall net profit has improved compare with the preceding year corresponding quarter due to higher contribution from water supply and services division and better results of the associated companies. 
B2.
Comparison with preceding quarter results

Revenue from the water concession business in Papua New Guinea has improved from July 2007 with the completion of the capital works of the water supply system. However the profit before taxation for the previous quarter is relatively higher due to the gain on the disposal of Kelana Brem Towers located in Kelana Jaya in the preceding quarter.
B3.
Prospects for the current financial year
Barring any unforeseen circumstances, the Group expects the performance for the current financial year to remain satisfactory.
B4.
Variance of actual profit from forecast profit
(a) The Company did not issue any profit forecast during the financial period.

(b) The Company did not issue profit guarantee to any parties.

B5. 
Taxation

The taxation for the current quarter and financial period to-date are as follows:-

	
	Current quarter
	
	Financial period to-date

	
	RM’000
	
	RM’000

	
	
	
	

	Malaysia taxation
	141
	
	2,251

	Foreign taxation
	2,159
	
	3,404

	
	2,300
	
	5,655


The relationship between the tax expenses and accounting profit are as follows:-
	
	Current quarter
	
	Financial period to-date

	
	RM’000
	
	RM’000

	
	
	
	

	Profit before tax
	9,956
	
	38,340

	
	
	
	

	Tax at the statutory rate of 26%
	2,588
	
	9,968

	Higher foreign tax rate
	266
	
	432

	Non taxable income
	(185)
	
	(5,822)

	Deferred tax assets not recognised
	(353)
	
	 -

	Non allowable expenses
	(16)
	
	1,077

	Tax expenses
	2,300
	
	5,655

	
	
	
	


B6.
Sale of unquoted investments and/or properties
The conditional sale and purchase agreement dated 15th November 2006 signed between the Company and Mayban Trustees Berhad, who is acting as trustee for AmFIRST Real Estate Investment Trust for the disposal of a piece of leasehold land together with two blocks of 16 storey office buildings (Kelana Brem Towers) erected thereon at Mukim of Damansara, District of Petaling, Selangor Darul Ehsan for a total cash consideration of RM85,000,000 was completed on 21 June 2007. There were no sales of unquoted investments and/or properties in the current quarter and financial period to-date. 
B7.
Purchase/Disposal of quoted securities

There were no purchase or disposal of quoted securities in the current quarter and financial period to-date.
B8.
Corporate proposal
There were no corporate proposals announced but not completed as at the date of this announcement.
B9.
Group borrowings
The tenure of group borrowings classified as short and long term categories are as follows :

	
	
	
	RM’000

	
	
	
	

	Long term
	
	
	69,293

	Short term
	
	
	18,113

	
	
	
	87,406

	
	
	
	

	Secured
	
	
	82,406

	Unsecured
	
	
	5,000

	
	
	
	87,406


	
	
	
	RM’000

	
	Kina’000
	
	Equivalent

	Borrowings denominated in foreign currency
	
	
	

	– Papua New Guinea
	65,728
	
	77,690


B10.
Off balance sheet financial instruments
There were no financial instruments with off balance sheet risk as at the latest practicable date, which is not earlier than 7 days from date of issue of this quarterly report.
B11.
Material litigation
There are several suits which involve claims against the Company and subsidiary companies. In the opinion of the directors and solicitors, the pending litigation involving the Group will not result in material losses to the Group.
B12.
Dividends

No dividend has been declared in respect of the financial period ended 30 September 2007.
B13.
Earnings per share 
Basic earnings per share

Basic earnings per share for the financial period to-date are calculated by dividing the net profit attributable to the equity holders of the parents by the weighted average number of ordinary shares in issue. 

	
	Current  quarter
	Preceding year 
corresponding quarter
	Financial period to-date
	Preceding year corresponding period to-date

	
	30/09/07
	30/09/06
	30/09/07
	30/09/06

	
	
	
	
	

	Profit attributable to the equity holders of the parents (RM’000)
	4,857
	3,218
	29,101
	9,429

	
	
	
	
	

	Weighted average number of ordinary shares (‘000)
	123,539
	119,986
	123,539
	119,898

	
	
	
	
	

	Basic earnings per share (sen)
	3.9
	2.7
	23.6
	7.9


Diluted earnings per share

The calculation of diluted earnings per share for the financial period to-date is consistent with the calculation of basic earnings per share while giving effect to all dilutive potential of ordinary shares that are outstanding during the financial year. 
	
	Current  quarter
	Preceding year 

corresponding quarter
	Financial period to-date
	Preceding year corresponding period to-date

	
	30/09/07
	30/09/06
	30/09/07
	30/09/06

	Profit attributable to the equity holders of the parents (RM’000)
	4,857
	3,218
	29,101
	9,429

	
	
	
	
	

	Basic weighted average number of ordinary shares (‘000)
	123,539
	119,986
	123,539
	119,898

	Adjustment for Employee Share Option Scheme
	3
	620
	3
	686

	Adjustment for Warrants
	6,491
	639
	7,154
	 639

	
	
	
	
	

	Diluted weighted average number of ordinary shares (‘000)
	130,033
	121,245
	130,696
	121,223

	
	
	
	
	

	Diluted earnings per share (sen)
	3.7
	2.6
	22.3
	7.8


By Order of the Board

Chow Chooi Yoong

Company Secretary

Kuala Lumpur

26 November 2007
