
BERTAM ALLIANCE BERHAD (Company No. 305530-A)
NOTES TO THE INTERIM FINANCIAL REPORT

FOR THE QUARTER ENDED 30 SEPTEMBER 2006
1.
Basis of Preparation

The unaudited interim financial report has been prepared in accordance with FRS 134 Interim Financial Reporting and the Listing Requirements of Bursa Malaysia Securities Berhad (“BMSB”).
The interim financial report should be read in conjunction with the annual audited financial statements of the Group for the year ended 31 December 2005.

The accounting policies and methods of computation used by the Group in this interim financial report are consistent with those adopted in the annual financial statements for the year ended 31 December 2005 except for the adoption of the new/ revised Financial Reporting Standards (“FRS”) effective for the financial period commencing 1 January 2006, issued by the Malaysian Accounting Standard Board for the financial period commencing 1 January 2006. 

The adoption of FRSs 2, 5, 101, 102, 108, 110, 116, 121, 127, 128, 131, 132, 133 and 140 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 FRSs are discussed below:

FRS 3: Business Combination, FRS 136: Impairment of Assets and FRS 138: Intangible Assets

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


The adoption of these new FRSs has resulted in the Group, ceasing the practice of annual amortisation of goodwill. Goodwill is carried at cost less accumulated impairment losses and is now tested annually for impairment, or more frequently if events or changes in circumstances indicate that it might be impaired. Any impairment loss is recognised in the profit and loss and subsequent reversal is not allowed. Prior to 1 January 2006, goodwill was amortised on a straight-line basis over its useful life not exceeding 10 years.

This change in accounting policy has been accounted for prospectively for business combinations where the agreement date is on or after 1 January 2006. For business combinations entered into prior to that date, the transitional provisions of FRS 3, requires the Group to eliminate the carrying accumulated amortisation as at 1 January 2006 of RM77,520 against the carrying amount of goodwill. This has the effect of reducing the amortisation charges of the Group by RM14,535 for the 9 months ended 30 September 2006.

Negative goodwill, which represents the excess in fair value of the net identifiable assets acquired over the cost of the acquisition, is now recognised immediately in the profit and loss. Prior to 1 January 2006, negative goodwill was amortised over the useful life of the non-monetary assets acquired. In accordance with the transitional provisions of FRS 3, the negative goodwill as at 1 January 2006 of RM3,011,949 was derecognised with a corresponding decrease in accumulated losses.

In addition, the useful life of other intangibles assets, are now assessed at the individual assets level as having either a finite or indefinite life. Prior to 1 January 2006, intangible assets were considered to have finite useful life and were stated at cost less accumulated amortisation and impairment losses. Under the new FRS 138, some intangible assets are regarded to have an indefinite useful life. In this regard, intangible assets with indefinite useful life are not amortised but instead, are tested for impairment annually. The adoption of this accounting policy has not resulted in any financial impact to the Group as there are no intangible assets with an indefinite useful life as at 1 January 2006.
2.
Qualified Audit Report

The Group’s most recent annual financial statements for the year ended 31 December 2005 were not subject to any audit qualification.

3.
Seasonal or Cyclical Factors

There were no material seasonal or cyclical factors affecting the performance of the Group during the period under review.
4.
Unusual Items Affecting Assets, Liabilities, Equity, Net Income or Cash Flow

There were no unusual items affecting assets, liabilities, equity, net income or cash flows for the current financial period that are unusual because of their nature, size or incidence.
5.
Changes in Estimates

There are no changes in estimates of amount which have material effect in the current interim period.
6.
Issuances, Cancellation, Repurchases, Resale and Repayment of Debts and Equity Securities

There were no issuance and repayment of debt securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the financial period ended 30 September 2006.

7.
Dividend
There were no dividends paid or declared during the financial period under review.
8.
Segmental Information

The Group has only one sector of activity, namely property development which is carried out in Malaysia.

9.
Valuation of Property, Plant and Equipment

Property, plant and equipment are stated at cost less accumulated depreciation, amortisation and impairment loss.
10.
Subsequent Material Events

There were no material events subsequent to the end of the financial period reported.
11.
Changes in the Composition of the Group

There were no changes in the composition of the Group during the financial period under review except for the following:

On 11 September 2006, the Company announced that its wholly-owned subsidiary, UH Industries & Development Sdn Bhd (“UHID”) had entered into a share sale and purchase agreement with two individuals and acquired 2 ordinary shares of RM1.00 each in Sanubari Sejahtera Sdn Bhd (“SSSB”) representing the entire issued and paid-up share capital of SSSB for a purchase consideration of RM2.00. The principal activity of SSSB will be that of property development.
12.
Contingent Liabilities

The contingent liabilities of the Company and the Group as at 30 September 2006 were as follows:

	
	
	Company
	
	Group

	
	
	RM’000
	
	RM’000

	
	
	
	
	

	Guarantees to financial institutions for banking facilities granted to subsidiary companies
	
	*28,450
	
	-

	
	
	
	
	

	Guarantee to a financial institution for banking facilities granted to a third party
	
	2,592
	
	

	
	
	
	
	

	
	
	31,042
	
	-


Note
* :
The borrowings outstanding as at 30 September 2006 and covered by the guarantees amount to approximately RM19.164 million.
Additional Explanatory Notes of THE Listing Requirements OF THE BMSB
1.
Review of Performance

For the financial quarter ended 30 September 2006, the Group recorded a turnover and loss before taxation of RM6,718,000 and RM167,000 respectively.
The Group’s turnover for the current financial quarter reduced substantially as compared to RM17,401,000 posted in the corresponding quarter in 2005.

For the period under review, the Group recorded a loss after taxation of RM285,000 as compared to a profit after taxation of RM1,189,000 recorded in the same financial quarter last year. The loss after taxation is mainly attributed to the non materialisation of projected sales for new projects as the launching of which were delayed. 
2.
Review of Current Quarter Profitability Against Preceding Quarter

The Group registered a turnover of RM6,718,000 in the current financial quarter as compared to RM13,281,000 achieved in the immediate preceding quarter representing a reduction in revenue of approximately 49%. As a result of the lower turnover, the Group recorded a loss before taxation of RM167,000 as compared to a profit before taxation of RM295,000 recorded in the preceding quarter.
Overall, the Group recorded a loss after taxation of RM285,000 as compared to a profit after taxation of RM293,000 in the previous quarter. The loss after taxation registered for the current quarter is attributed to the higher provision for taxation for the current quarter of RM118,000 as compared to that of the preceding quarter of only RM2,000.
3.
Prospects
In view of the delay experienced in the launching of the new projects of the Group and the softening property market, the Board is not optimistic about the Group’s prospect for the financial year ending 31 December 2006. 
4.
Explanatory Note for Variance of Actual Profit from Profit Forecast and Profit Guarantee
The Group did not issue any profit forecast or profit guarantee and therefore, this note is not applicable.

5.
Taxation

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

	
	Current

Quarter

30.09.2006
	
	Cumulative Year to Date
30.09.2006

	
	RM’000
	
	RM’000

	
	
	
	

	Malaysian income tax:
	
	
	

	    Current year taxation
	153
	
	496

	
	
	
	

	Transferred from deferred taxation
	(35)
	
	(123)

	
	
	
	

	
	118
	
	373


The effective rate of taxation of the Group is higher than the statutory rate of taxation due to the non-deductibility of certain expenses and the losses of certain subsidiary companies which cannot be offset against profits made by other subsidiary companies.
6.
Sale of Unquoted Investments and/or Properties

The Group did not engage in any purchase or disposal of unquoted investments and properties in the current financial quarter.

7.
Purchase or Disposal of Marketable Securities
During the financial quarter ended 30 September 2006, marketable securities with a carrying value of RM500,000 was disposed of for a total proceed of RM504,514, resulting in a gain on disposal of RM4,514.
8.
Corporate Proposal
Renewal of Shareholders’ Mandate for Recurrent Related Party Transactions
On 20 March 2006, the Company had announced the proposed Renewal of Shareholders’ Mandate for Recurrent Related Party Transactions of a revenue or trading nature which requires the shareholders’ approval. Subsequently, the shareholders approved the abovementioned renewal at the annual general meeting of the Company held on 24 May 2006.
9.
Group Borrowings and Debt Securities

The Group borrowings as at 30 September 2006 were as follows:-

	
	Secured
	Unsecured
	Total

	
	RM’000
	RM’000
	RM’000

	
	
	
	

	Short Term
	9,003
	-
	9,003

	
	
	
	

	Long Term
	13,829
	-
	13,829

	
	
	
	

	
	22,832
	-
	22,832

	
	
	
	


All the above borrowings are denominated in Ringgit Malaysia. The Group has no debt securities as at 30 September 2006.
10.
Off Balance Sheet Financial Instruments
The Group did not enter into any contracts involving off balance sheet financial instruments.

11.
Material Litigation

Linear Harvest Sdn Bhd and Ong Tai Chin (“Plaintiffs”) vs Bertam Development Sdn Bhd (“BDSB”)
Save as previously disclosed, there were no changes in the material litigation, including the status of the pending material litigation since the previous quarterly announcement dated 21 August 2006.
The court has re-fixed for continued hearing on 7 and 8 January 2008.

12.
Dividend
The Board of Directors does not recommend any payment of dividend in respect of the financial period under review.
13.
Earnings Per Share

(a) Basic Earnings Per Share

	
	Current

Quarter
	
	Cumulative Year to Date

	
	30.09.2006
	
	30.09.2006

	
	
	
	

	Net (loss)/profit for the period (RM’000)
	(285)
	
	264

	
	
	
	

	Issued ordinary shares (‘000)
	206,756
	
	206,756

	
	
	
	

	Basic (loss)/earnings per share (sen)
	(0.14)
	
	0.12

	
	
	
	



(b)
Diluted Earnings Per Share
The entitlement of the share option and entitlement date of the Employee Share Option Scheme have not been fixed and as such, the effect of the share option is not included in the calculation on the net profit per share.
By order of the Board

Wong Wei Fong (MAICSA 7006751)
Kuan Hui Fang (MIA 16876)

Company Secretaries

Date: 22 November 2006
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