RCE CAPITAL BERHAD                                                                                              

(Company No. 2444-M)

QUARTERLY REPORT

NOTES

1. BASIS OF PREPARATION
This interim report is unaudited and has been prepared in accordance with FRS 134 “Interim Financial Reporting” and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad, and should be read in conjunction with the Group’s annual audited financial statements for the year ended 31 March 2005.

The accounting policies and methods of computation adopted for the interim financial report are consistent with those adopted for the annual audited financial statements for the year ended 31 March 2005.

2. AUDIT REPORT OF PRECEDING ANNUAL FINANCIAL STATEMENTS
The auditors’ report on the preceding annual financial statements was not subject to any qualification.

3. SEASONALITY AND CYCLICALITY FACTORS
The Group’s operations were not materially affected by seasonal or cyclical factors.

4. UNUSUAL ITEMS
There were no unusual items in the quarterly financial statement under review. 
5. CHANGES IN ESTIMATES
There was no significant change in estimates of amounts reported in prior interim periods of the current financial period or in previous financial year.

6. DEBT AND EQUITY SECURITIES
There were no issuance, cancellations, repurchases, resale and repayment of equity security during the financial period ended 31 December 2005 except for the following:-

a) Issuance and repayment of the Underwritten Commercial Papers (“CPs”) by RCE Premier Sdn Bhd, a subsidiary of the Company, as follow:-
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RM'000 RM'000

Issuance of CPs  -             10,000               

Redemption of CPs upon maturity for rollover 4,000          17,000               


b) Issuance of Fixed Rate Medium Term Notes (“MTN”) of RM70 million by RCE Advance Sdn Bhd (formerly known as Perfect Aspiration Sdn Bhd), a subsidiary of the Company on 19 December 2005 of which RM10 million out of the RM70 million MTN was subscribed internally by a subsidiary of the Company.
7. DIVIDEND 
No dividend has been recommended by the Directors or paid for the financial period ended 31 December 2005. 
8. SEGMENTAL INFORMATION
Segmental revenue and results for the financial period ended 31 December 2005 were as follows:
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RM'000 RM'000 RM'000 RM'000 RM'000

Revenue

Total turnover 1,165         37,378     -        -               38,543    

Intersegment turnover 2,326         -          -        (2,326)           -         

3,491         37,378     -        (2,326)           38,543    

Results

Profit/(loss) from operations (1,243)        17,053     1,548     -               17,358    

Finance costs (879)        

Profit before taxation 16,479    

Taxation (2,201)     

Profit after taxation 14,278    

Minority interests (1,833)     

Net profit for the period 12,445    

Other Information:

Depreciation 96              219          -        -               315         


9. VALUATION OF PROPERTY, PLANT AND EQUIPMENT
The valuation of property, plants and equipments have been brought forward, without amendment from the previous annual financial statements.

10. MATERIAL SUBSEQUENT EVENTS
As at the date of this report, there were no events subsequent to the end of the period reported that materially affect the results of the Group for the financial period ended 31 December 2005.
11. CHANGES IN THE COMPOSITION OF THE GROUP
On 1 July 2005, RCE Marketing Sdn Bhd, a subsidiary of the Company, acquired the entire issued and paid-up capital of RCE Advance Sdn Bhd (formerly known as Perfect Aspiration Sdn Bhd) comprising two (2) ordinary shares of RM1.00 each, for cash consideration of RM2.00.

12. PERFORMANCE REVIEW ON THE RESULTS OF THE GROUP FOR THE PERIOD
For the current financial period ended 31 December 2005, the Group’s revenue grew by 20.6% or RM6.6 million compared to the previous year’s corresponding period. This is a significant improvement compared to the previous year as the revenue for the previous year’s corresponding period includes a RM9.5 million contribution from Pos Ad Sdn Bhd, a subsidiary which has since been disposed of.
The Group recorded a net profit of RM12.4 million for the current financial period ended 31 December 2005. This is an improvement of 33.1% compared to previous year’s corresponding period and was mainly attributed to better performance of its loan financing operations and lower staff cost following the disposal of Pos Ad Sdn Bhd.

13. CHANGES IN QUARTERLY RESULTS COMPARED TO PRECEDING QUARTER
For the current quarter under review, the Group recorded higher revenue of RM14.7 million compared to RM12.8 million in the preceding quarter. The increase was mainly attributed to its loan financing operation’s higher interest income arising from its favourable loan growth in earlier quarters.

Net profit for the current quarter was RM3.5 million, lower than the preceding quarter of RM4.2 million. The lower net profit reported in the current quarter was mainly due to additional funding cost and professional fees incurred on additional borrowings as well as the issuance of its Medium Term Notes.
14. CURRENT YEAR PROSPECTS 
Building on the favourable contribution from the Group’s loan financing operations to date and barring any unforeseen circumstances, the Group expects to show an improvement in its performance for the financial year ending 31 March 2006.
15. PROFIT FORECAST
There were no profit forecast prepared and profit guarantee made by the Group.
16. TAXATION

[image: image3.emf]31/12/05 31/12/04 31/12/05 31/12/04

RM'000 RM'000 RM'000 RM'000

Current year taxation 226                 (1,496)             (4,477)             (5,261)            

Deferred taxation 624                 -                 2,276              -                

850                 (1,496)             (2,201)             (5,261)            

INDIVIDUAL QUARTERCUMULATIVE QUARTER


The effective tax rate of the Group is lower than statutory income tax rate for both the current quarter and financial period ended 31 December 2005 mainly due to recognition of deferred tax assets.
17. UNQUOTED INVESTMENTS AND PROPERTIES
There were no sale of any unquoted investment and / or properties by the Group for the current quarter and financial period ended 31 December 2005.

18. QUOTED SECURITIES
a) Purchase of quoted property trust units in the current quarter and current financial period ended 31 December 2005 by the Group are as follows:-
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RM'000 RM'000

Total purchases  - 31,971                


b) Investment in quoted property trust units as at 31 December 2005:-

	
	CUMULATIVE

QUARTER

RM’000 

	Investment at cost
	61,170

	Investment at carrying / book value
	61,170

	Investment at market value
	67,586


c)
There were no investment in quoted shares as at 31 December 2005. 

19. STATUS OF CORPORATE PROPOSAL ANNOUNCED
a) On 24 June 2005, Effusion.Com Sdn Bhd (“ECSB”), a wholly-owned subsidiary of the Company, entered into a Sale and Purchase Agreement (“SPA”) with ABI’s Land and Properties Sdn Bhd (“ABILP”) to dispose of its freehold land measuring approximately 30,870 sq.ft. in the Town and District of Kuala Lumpur to ABILP, for a cash consideration of RM7,717,500 (“Disposal”).

The balance sum of RM6,945,750, representing 90% of the sale consideration was received by the stakeholder of ECSB on 23 December 2005. The proceeds from the Disposal will be utilized for working capital requirements of the Group.
The Disposal was completed on 16 February 2006.
b) On 11 November 2005, the Company entered into a Sale and Purchase Agreement (“SPA”) with Meridian Mode Sdn Bhd (“MMSB”) to acquire 10,000 ordinary shares of RM1.00 each representing the remaining 12.5% of the equity interest in RCE Enterprise Sdn Bhd (formerly known as E-Drama Sdn Bhd) (“RCEE”) not owned by the Company for a purchase consideration of RM15.0 million to be wholly satisfied via the issuance of 67,415,730 RCE shares of RM0.10 each at an issue price of RM0.2225 per share (“Proposed Acquisition”).
The Proposed Acquisition is subject to the following approvals being obtained:-

i) Securities Commission;

ii) Bursa Securities for the listing and quotation of the new RCE shares to be issued;

iii) Shareholders of RCE at an Extraordinary General Meeting (“EGM”); and 

iv) Any other relevant authorities / parties

On 17 January 2006, the Company obtained its shareholders’ approval at the EGM.
20. GROUP BORROWINGS
Total borrowings (all denominated in Ringgit Malaysia) of the Group as at 31 December 2005 are as follows:
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RM'000 RM'000

Borrowings - Secured

-Fixed Rate Medium Term Notes 60,000         -             

-Fixed Rate Serial Bonds 45,000         -             

-Underwritten Commercial Papers  23,000         2,000          

-Term Loan 31,971         -             

-Revolving Credit 30,000         -             

Borrowings - Unsecured

-Fixed Rate Term Loan  40,000         -             

-Revolving Credit 500              -             

230,471       2,000          


21. CONTINGENT LIABILITIES
There were no changes in contingent liabilities since the last annual balance sheet as at 31 March 2005 except for the following:-

a) Corporate Guarantee given to financial institutions for  bank loan and facility totalling RM62 million granted to certain subsidiaries.
b) Corporate Guarantee given to the trustee of the RM420,000,000 Fixed Rate Medium Term Notes Facility granted to a subsidiary.
22. OFF BALANCE SHEET FINANCIAL INSTRUMENTS
There is no off balance sheet financial instrument at the date of this report.

23. MATERIAL LITIGATION
There is no pending material litigation for the Group at the date of this report.

24. EARNINGS PER SHARE
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Basic earnings per share:

Net profit for the period (RM'000) 3,530             2,352             12,445           9,349            

Number of ordinary shares in issue ('000) 401,513         401,513         401,513         401,513        

Basic earnings per share (sen) 0.88               0.59               3.10               2.33              

INDIVIDUAL QUARTERCUMULATIVE QUARTER


Comparative earnings per share were calculated on the basis that the share split was in effect throughout the financial year.

The Company does not have in issue any financial instruments or other contract that may entitle its holder to ordinary shares and therefore dilutive to its basic earnings per share.

BY ORDER OF THE BOARD

JOHNSON YAP CHOON SENG
Company Secretary
Date: 22 February  2006
PAGE  

_1200901538.xls
Sheet1

				INDIVIDUAL QUARTER				CUMULATIVE QUARTER

				31/12/05		31/12/04		31/12/05		31/12/04

				RM'000		RM'000		RM'000		RM'000

		Current year taxation		226		(1,496)		(4,477)		(5,261)

		Deferred taxation		624		- 0		2,276		- 0

				850		(1,496)		(2,201)		(5,261)
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				CURRENT				CUMULATIVE

				QUARTER				QUARTER

				RM'000				RM'000

		Issuance of CPs		- 0				10,000

		Redemption of CPs upon maturity for rollover		4,000				17,000
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								Long Term				Short Term

								RM'000				RM'000

		Borrowings - Secured

		-		Fixed Rate Medium Term Notes				60,000				- 0

		-		Fixed Rate Serial Bonds				45,000				- 0

		-		Underwritten Commercial Papers				23,000				2,000

		-		Term Loan				31,971				- 0

		-		Revolving Credit				30,000				- 0

		-		Bank Overdraft				- 0				- 0

		Borrowings - Unsecured

		-		Fixed Rate Term Loan				40,000				- 0

		-		Revolving Credit				500				- 0

								230,471				2,000
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				CURRENT				CUMULATIVE

				QUARTER				QUARTER

				RM'000				RM'000

		Total purchases		-				31,971
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				INDIVIDUAL QUARTER				CUMULATIVE QUARTER

				31/12/05		31/12/04		31/12/05		31/12/04

		Basic earnings per share:

		Net profit for the period (RM'000)		3,530		2,352		12,445		9,349

		Number of ordinary shares in issue ('000)		401,513		401,513		401,513		401,513

		Basic earnings per share (sen)		0.88		0.59		3.10		2.33
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				RM'000		RM'000		RM'000		RM'000		RM'000

		Revenue

		Total turnover		1,165		37,378		- 0		- 0		38,543

		Intersegment turnover		2,326		- 0		- 0		(2,326)		- 0

				3,491		37,378		- 0		(2,326)		38,543

		Results

		Profit/(loss) from operations		(1,243)		17,053		1,548		- 0		17,358

		Finance costs										(879)

		Profit before taxation										16,479

		Taxation										(2,201)

		Profit after taxation										14,278

		Minority interests										(1,833)

		Net profit for the period										12,445

		Other Information:

		Depreciation		96		219		- 0		- 0		315






