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 2006.

2. CHANGES IN ACCOUNTING POLICIES
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 2006 except for the adoption of the following new/revised Financial Reporting Standards (“FRS”) effective for financial period beginning 1 January 2006 :

	FRS 3
	Business Combinations

	FRS 101
	Presentation of Financial Statements

	FRS 108
	Accounting Policies, Changes in Estimates and Errors

	FRS 110
	Events after Balance Sheet Date

	FRS 116
	Property, Plant and Equipment

	FRS 127
	Consolidated and Separate Financial Statements

	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 108, 110, 116, 127, 132, 133, 136 and 138 does not have any significant financial impact on the Group for the current quarter under review.

The principal effects of the changes in accounting policies resulting from the adoption of the other new/revised FRSs  are discussed below:

(a) FRS 3: Business Combinations 
Under FRS 3, negative goodwill which represents the excess in fair value of the net identifiable assets acquired over the cost of acquisition, is now recognized immediately to the income statement. Prior to 1 April 2006, negative goodwill was capitalized in reserve on consolidation. In accordance with the transitional provisions of FRS 3, the negative goodwill as at 1 April 2006 of RM2.155 million was derecognized with a corresponding increase in retained profits.
2. CHANGES IN ACCOUNTING POLICIES (CONT’D)
(b) FRS 101 : Presentation of Financial Statements
The adoption of the revised FRS 101 has affected the presentation of minority interest. In the consolidated income statement, minority interests are presented as an allocation of the total profit or loss for the period. A similar requirement is also applicable to the statement of changes in equity where it requires disclosure, on the face of the statement of changes in equity, total recognized income and expenses for the period, showing separately the amounts attributable to equity holders of the parent and to minority interest.
The current period’s presentation of the Group’s financial statements is based on the revised requirements of FRS 101, with comparatives restated to conform to current period’s presentation.
(c) FRS 140 : Investment Property
      The adoption of FRS 140 has resulted in a change in accounting policy for investment property. A property that was acquired solely for the purpose of renting to external parties and/or for  capital appreciation previously recognized as property, plant and equipment is now reclassified to investment  property.

The Group adopted the cost model to measure its investment property. Under the cost model, investment property is measured at cost less accumulated depreciation and any accumulated impairment losses.
The following  comparative amounts have been restated due to the adoption of  FRS 140 :
	
	Previously stated
	Adjustments
	Restated

	At 31 March 2006:
	RM’000
	RM’000
	RM’000

	
	
	
	

	Property, Plant and Equipment
	3,115
	(1,771)
	1,344

	Investment Property
	-
	1,771
	1,771


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

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

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

7. DEBT AND EQUITY SECURITIES
There were no issuance, cancellations, repurchases, resale and repayment of debt and equity securities during the financial period ended 30 September 2006 except for the following:-

a) Repayment of the Underwritten Commercial Papers (“CPs”) by RCE Premier Sdn Bhd, a subsidiary of the Company, as follow:-
	
	CURRENT

QUARTER

RM’000


	CUMULATIVE
QUARTER

RM’000

	 Redemption of CPs upon maturity for rollover
	3,000
	5,000


b) Issuance of Fixed Rate Medium Term Notes (“MTNs”) by RCE Advance Sdn Bhd (formerly known as Perfect Aspiration Sdn Bhd), a subsidiary of the Company as follow:-
	
	CURRENT

QUARTER

RM’000


	CUMULATIVE
QUARTER

RM’000

	 Issuance of MTNs
	67,819
	135,930


Out of the RM135.93 million proceeds received from the issuance of RM140 million MTNs, RM29.36 million was paid internally by a subsidiary of the Company to subscribe to RM30 million of the MTNs.
8. DIVIDEND 
No dividend has been recommended by the Directors or paid for the financial period ended 30 September 2006. 
9. SEGMENTAL INFORMATION
Segmental revenue and results for the financial period ended 30 September 2006 were as follows:
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RM'000 RM'000 RM'000 RM'000 RM'000

Revenue

Total turnover 2,476               40,192          -             -                      42,668         

Intersegment turnover 1,620               -                -             (1,620)                 -               

4,096               40,192          -             (1,620)                 42,668         

Results

Profit/(loss) from operations 3,491               18,704          (4)               -                      22,191         

Finance costs (1,333)          

Profit before taxation 20,858         

Taxation (3,267)          

Profit for the period 17,591         

Other Information:

Depreciation 53                    169               -             -                      222              


10. 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.

11. 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 30 September 2006.
12. CHANGES IN THE COMPOSITION OF THE GROUP
There were no changes in the composition of the Group during the financial period ended 30 September 2006.
13. PERFORMANCE REVIEW ON THE RESULTS OF THE GROUP FOR THE PERIOD
For the current financial period ended 30 September 2006, the Group’s revenue grew by 79.3% or RM18.9 million compared to the previous year’s corresponding period. This significant improvement was mainly attributed to the growth in interest income arising from the increase in loan disbursements in the previous financial year.
The Group recorded a net profit of RM17.6 million for the current financial period ended 30 September 2006. This is an improvement of 97.3% compared to previous year’s corresponding period and  was mainly attributed to the improved performance of its loan financing operations.
14. CHANGES IN QUARTERLY RESULTS COMPARED TO PRECEDING QUARTER
For the current quarter under review, the Group recorded a revenue of RM23.8 million compared to RM18.9 million in the preceding quarter. The current quarter’s revenue included dividend income of RM2.5 million received from its investment in AmFirst Property Trust. Excluding this dividend income, the Group’s revenue for the current quarter is actually 12.7% higher compared to the preceding quarter and this is mainly generated by its loan financing operations.
Net profit for the current quarter was RM10.6 million, higher than the preceding quarter of RM6.9 million. The increase was mainly due to growth in interest income arising from its loan financing operations and the receipt of dividend income.
15. CURRENT YEAR PROSPECTS 
With the continued expansion of the Group’s personal financing business and barring any unforeseen circumstances, the Group expects to show a further improvement in its performance for the  financial year ending 31 March 2007.
In addition, pursuant to the proposed restructuring and re-branding exercise announced by AmFirst Property Trust (“AMFPT”) on 28 March 2006 and AmFIRST Real Estate Investment Trust’s (“AmFIRST REIT”) Prospectus dated 9 November 2006(“the Proposals”), the Group is expected to record a gain of approximately RM20.4 million.
16. PROFIT FORECAST
There were no profit forecast prepared and profit guarantee made by the Group.
17. TAXATION
	
	INDIVIDUAL QUARTER
	CUMULATIVE QUARTER

	
	30/9/2006
RM’000
	30/9/2005
RM’000
	30/9/2006
RM’000
	30/9/2005
RM’000

	Taxation:
	
	
	
	

	Current year
	(1,991)
	(908)
	(4,977)
	(4,703)

	Overprovision in prior years
	60
	-
	60
	-

	
	
	
	
	

	Deferred taxation:
	
	
	
	

	Current year
	627
	596
	1,650
	1,652

	
	(1,304)
	(312)
	(3,267)
	(3,051)


The effective tax rate of the Group is lower than the statutory income tax rate for the current quarter and financial period ended 30 September 2006 mainly due to recognition of deferred tax assets.
18. 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 30 September 2006.
19. QUOTED SECURITIES
a. Investment in quoted property trust units as at 30 September 2006:-

	
	CUMULATIVE

QUARTER

RM’000 

	Investment at cost
	61,170

	Investment at carrying / book value
	61,170

	Investment at market value
	79,821


b. There were no investment in quoted shares as at 30 September 2006.
20. STATUS OF CORPORATE PROPOSALS ANNOUNCED
a)
The Company had on 19 May 2006 proposed to undertake, amongst others, a proposed special issue of up to 21,100,000 new ordinary shares of RM0.10 each in RCE (“Placement Shares”) to Bumiputra investor(s) (“Proposed Special Issue”).

The approval from Ministry of International Trade and Industry for the recognition of the placee as an approved Bumiputera was obtained on 22 September 2006. 

The Proposed Special Issue was completed on 13 October 2006 with the listing of the 21,100,000 Placement Shares on the Main Board of Bursa Malaysia Securities Berhad on even date. 

b) The Company had on 30 August 2006 entered into a Conditional Share Sale Agreement with AMDB Berhad (“AMDB”) for the acquisition of 10,000,000 ordinary shares of RM1.00 each in AMDB Factoring Sdn Bhd (“AFSB”) (“Sale Shares”) representing the entire issued and paid-up share capital of AFSB from AMDB for a total cash consideration of RM10.0 million (“Proposed Acquisition”).

The Proposed Acquisition is subject to the following approvals being obtained: -

i) Foreign Investment Committee (“FIC”); 

ii) Shareholders of RCE Capital Berhad at an Extraordinary General Meeting (“EGM”); and

iii) Any other relevant authorities.

The Company has on 2 November 2006 and 27 November 2006 obtained the approval from its shareholders at an EGM and FIC respectively. 
21. GROUP BORROWINGS
Total borrowings (all denominated in Ringgit Malaysia) of the Group as at 30 September 2006 are as follows:
	
	Long Term

RM’000


	
	Short Term

RM’000

	Borrowings – Secured
	
	
	

	- Fixed Rate Medium Term Notes
	226,570
	
	-

	- Fixed Rate Serial Bonds
	35,000
	
	10,000

	- Underwritten Commercial Papers
	15,000
	
	2,000

	- Term Loan
	27,400
	
	4,571

	- Revolving Credit
	-
	
	30,000

	
	
	
	

	Borrowings – Unsecured
	
	
	

	- Fixed Rate Term Loan
	40,000
	
	-

	
	
	
	

	
	343,970
	
	46,571


22. CONTINGENT LIABILITIES
There were no changes in contingent liabilities since the last annual balance sheet as at 31 March 2006.

23. OFF BALANCE SHEET FINANCIAL INSTRUMENTS
There is no off balance sheet financial instrument at the date of this report.

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

25. EARNINGS PER SHARE
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Basic earnings per share:

Profit for the period attributable to equity

holders of the parent (RM'000) 10,631           4,215             17,591           8,915            

Number of ordinary shares in issue ('000) 625,238         535,350         625,238         535,350        

(weighted)

Basic earnings per share (sen) 1.70               0.79               2.81               1.67              

INDIVIDUAL QUARTERCUMULATIVE QUARTER


Comparative earnings per share were calculated on the basis  that the bonus issue was in effect from the beginning of the financial period.
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: 29 November 2006
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				RM'000		RM'000		RM'000		RM'000		RM'000

		Revenue

		Total turnover		2,476		40,192		- 0		- 0		42,668

		Intersegment turnover		1,620		- 0		- 0		(1,620)		- 0

				4,096		40,192		- 0		(1,620)		42,668

		Results

		Profit/(loss) from operations		3,491		18,704		(4)		- 0		22,191

		Finance costs										(1,333)

		Profit before taxation										20,858

		Taxation										(3,267)

		Profit for the period										17,591

		Other Information:

		Depreciation		53		169		- 0		- 0		222
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				INDIVIDUAL QUARTER				CUMULATIVE QUARTER

				30/9/06		30/9/05		30/9/06		30/9/05

		Basic earnings per share:

		Profit for the period attributable to equity

		holders of the parent (RM'000)		10,631		4,215		17,591		8,915

		Number of ordinary shares in issue ('000)		625,238		535,350		625,238		535,350

		(weighted)

		Basic earnings per share (sen)		1.70		0.79		2.81		1.67






