Notes to Quarterly Report Ended 31 August 2005

1.1 Accounting Policies

The interim financial report is prepared in line with MASB 26 - Interim Financial Reporting and Chapter 9 Part K of the Listing Requirements of Bursa Malaysia Securities Berhad ("Listing Requirements").

The financial statements of the Group are prepared using the same accounting policies and methods of computation as those used in the preparation of the latest audited financial statements and should be read in conjunction with the group's latest annual financial statements for the year ended 31 May 2005.

1.2
Qualified Audit Report


The financial statements of the Company and Group for the financial year ended 31 May 2005 had been prepared based on the going concern basis as the Group and the Company are still in the process of implementing the Proposed Restructuring Scheme ("PRS").  In view of the significant uncertainties in the PRS, the auditors are unable to satisfy themselves that the going concern basis used in the preparation of financial statements of the Group and the Company is appropriate and have therefore issue a qualified disclaimer opinion for the financial statements for the year ended 31 May 2005.


As the Company is still in the process of implementing the PRS, the appropriateness of the going concern basis used in the preparation of the financial statements for the quarter to 31 August 2005 will be subject to the same qualification by the auditors.

1.3
Seasonality or Cyclicality of Operations

The business operations of the Group for the quarter under review are not affected by any seasonal or cyclical factors.

1.4
Items of unusual  Nature
There is no unusual items for the quarter under review.                    .

1.5
Changes in Estimates

There is no material changes in estimate of amounts reported in prior financial year.

1.6 Debt and Equity Securities

There is no issuance, cancellation, repurchase, resale or repayment of debt and equity securities for the quarter under review.

1.7 Dividends

No dividend is paid for the interim quarter under review.

1.8 Segmental Reporting

Segment information is presented in respect of the Group's business segment.  Inter-segment pricing is determined based on arm-length basis.


(a)  Analysis by business segments :

	
	Property development
	Property investment
	Resort Operations
	Construction
	Development/ construction related sector
	Education
	Others
	Group

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

	Sales
	
	
	
	
	
	
	
	

	Total sales
	2
	526
	993
	-
	-
	306
	-
	1,827

	Intersegment sales
	-
	(76)
	-
	-
	-
	-
	-
	(76)

	External Sales
	2
	450
	993
	-
	-
	306
	-
	1,751

	Result
	
	
	
	
	
	
	
	

	Segment result (external)
	(2,760)
	(491)
	137
	(81)
	(118)
	-
	(162)
	(3,475)

	Finance cost
	(7,543)
	(11,723)
	(1)
	(4,296)
	(1,115)
	-
	(22)
	(24,700)

	Share of results of associates
	-
	-
	-
	-
	-
	701
	-
	701

	(Loss) / profit from ordinary activities before tax
	(10,303)
	(12,214)
	136
	(4,377)
	(1,233)
	701
	(184)
	(27,474)

	Tax
	
	
	
	
	
	
	
	(200)

	Loss from ordinary activities after tax
	
	
	
	
	
	
	
	(27,674)

	Minority interest
	
	
	
	
	
	
	
	-

	Net loss for the quarter
	
	
	
	
	
	
	
	(27,674)

	Other information
	
	
	
	
	
	
	
	

	Segment assets
	121,185
	29,329
	24,716
	25,071
	18,335
	1,654
	1,829
	222,119

	Associates
	-
	-
	-
	-
	-
	12,667
	-
	12,667

	Unallocated asset
	310
	2,803
	-
	45
	-
	-
	16
	3,174

	Total  assets
	121,495
	32,132
	24,716
	25,116
	18,335
	14,321
	1,845
	237,960

	
	
	
	
	
	
	
	
	

	Segment liabilities
	(627,849)
	(962,471)
	(460)
	(177,197)
	(66,169)
	(3,719)
	(15,190)
	(1,853,055)

	Unallocated liabilities
	(20,570)
	(120)
	(79)
	(13,825)
	(2,665)
	(910)
	(1,697)
	(39,866)

	Total liabilities
	(648,419)
	(962,591)
	(539)
	(191,022)
	(68,834)
	(4,629)
	(16,887)
	(1,892,921)

	
	
	
	
	
	
	
	
	

	Capital expenditure
	1
	18
	14
	1
	-
	-
	-
	34

	Depreciation
	112
	27
	192
	5
	7
	30
	4
	377

	Impairment loss
	-
	-
	-
	-
	-
	-
	-
	-


(b) Analysis by geographical segments:

	
	Sales
	Total assets
	Capital expenditure

	
	RM’000
	RM’000
	RM’000

	Malaysia
	1,751
	236,393
	34

	Australia
	-
	185
	-

	Singapore 
	-
	1,382
	-

	Other Country
	-
	-
	-

	
	1,751
	237,960
	34


1.9 Valuation of Properties, Plant and Equipment

Property, plant and equipment are stated at cost or valuation less accumulated depreciation and impairment losses.
 
The recognition of impairment losses were in accordance with MASB Standard 23 "Impairment of Assets".  based on the recoverable amounts of these assets by reference to the valuation by independent qualified valuers.

1.10 Material Subsequent Events

(a)   Alrosa Sdn Bhd, a subsidiary of the Company had on 12 October 2005 entered into a Sale & Purchase Agreement with Hwa Sen Holdings Bhd for a proposed disposal of a parcel of land described as Country Lease No. 015091835 together with two partially completed steel structured sheds one with three bays and other with one bay, situated at Jalan Tuaran, District of Kota Kinabalu, Sabah measuring approximately 14.43 acres for a total consideration of RM6.6 million. ("the Proposed Disposal")

(b)   On 18 October 2005, Kemtrad Holdings Sdn Bhd, a subsidiary of the Company had entered into a Sale & Purchase Agreement with NCT Forwarding & Shipping Sdn Bhd for a proposed disposal of a parcel of land described as Country Lease No. 015382591 together with an industrial building erected thereon situated at Mile 5 ½, Jalan Kolombong, Kolombong Industrial Area, Inanam in the District of Kota Kinabalu, Sabah measuring approximately 2.63 acres for a total consideration of RM3.47 million. ("the Proposed Disposal")

The Proposed Disposals are subject to approvals from the relevant authorities and shareholders of the Company, if required.

1.11
Changes in the Composition of the Group

There are no changes in the composition of the Group for the quarter under review.

1.12
Contingent Liabilities

The details of contingent liabilities are as follows :-

	
	---- As at ----

	
	31 August 2005
	31 May 2005

	
	RM'000
	RM'000

	Unsecured :-
	
	

	Corporate guarantee issued for facilities granted to 
	
	

	third parties
	279,538
	273,948

	Guarantee given to third parties supply of goods to          subsidiary companies
	229
	                 229

	Claims made by  a sub-contractor 
	7,000
	7,000

	Tax arrears in dispute
	1,650
	1,650

	Claims for liquidated damages on a project 
	14,389
	13,916

	
	302,806
	296,743

	Secured :-
	
	

	Guarantee for banking facilities granted to third party
	27,053
	27,053

	Guarantee to a local authority in respect of a property development performance
	1,366
	1,366

	
	28,419
	28,419

	
	331,225
	325,162


2.      Comparison with Immediate Preceding Quarter

The Group’s loss before tax for the current quarter of  RM27.47 million as compared with immediate preceding quarter of  RM48.03 million.  The lower loss in the current quarter was due to lower provision of liquidated ascertained damages of RM2.69 million as compared with preceding quarter of RM10.60 million.

3.     Review of Performance

The Group’s revenue of RM1.75 million for the first quarter ended 31 August 2005 was mainly derived from resort operation, rental and education income.

The Group’s loss for the current quarter before tax of RM27.47 million was due to provision of LAD of RM2.69 million and finance cost of RM24.7 million.

The Group recorded a loss before taxation for the first quarter ended 31 August 2005 of RM27.47 million as compared to preceding corresponding quarter of RM27.14 million.  The current quarter loss was mainly due to finance cost of RM24.7 million..

4.
Prospects

The Directors are of the opinion that the business operation for the rest of the financial year will continue to be affected by substantial interest and LAD accruals pending the approval and completion of the proposed restructuring scheme.

5.
Profit Forecast/Profit Guarantee

Not applicable.

6.
Earnings per Share

The basic loss per share of 7.59 sen of the Group is calculated by dividing the Group net loss for the quarter under review by the 364,604,000 number of ordinary shares of RM0.50 each in issue.

7.
Taxation

	
	3 months

ended

31 August 2005
	3  months

ended

31 August 2005

	
	RM’000
	RM’000

	Malaysian taxation based on result for the period
	
	

	Tax based on results for the period
	4
	4

	Share of tax in associates
	196
	196

	
	
	

	
	
	

	
	200
	200

	
	
	


The effective tax rate is higher than the statutory rate mainly due to certain expenses not allowable for tax purposes and also due to the tax charge of an associate company which is not allowable for group tax relief.  

8.
Profit/(losses) on sale of Investments/Properties


There are no sale of investment nor properties for the quarter under review.

9.
Purchase / Disposal of Quoted Securities

(a) There are no purchase or disposal of quoted securities for the quarter under review.

(b) Investments in quoted securities as at 31 August 2005 are :-

	
	RM’000

	      At cost
	49,600

	      At book value (net of provision for diminution in value)
	407

	      At market value
	407

	
	


10.
Corporate Proposals

The status of corporate proposals announced but not completed at the latest practical date are :-

(a)   Proposed Restructuring Scheme

On 23 February 2001, the Company announced that it is an affected issuer pursuant to practice Note 4/2001 (PN4) and is accordingly required to comply with the requirements of PN4.

On 23 October 2002, an announcement was made to the Bursa Malaysia Securities Berhad ("Bursa Securities") that the Company together with Jawira Holdings Berhad ("Jawira") and the vendors of Major Entrepreneur Sdn Bhd ("MESB"), Satujaya Sdn Bhd ("Satujaya"), Amber Resources Sdn Bhd ("Amber") and CDM Sdn Bhd ("CDM") entered into a Conditional Restructuring Agreement for the purposes of implementing a  Proposed Restructuring Scheme ("PRS") to regularise the Company's financial condition. 

The details relating to the PRS are disclosed in Note 30 of the financial statements for the year ended 31 May 2005.

The Company had on 7 October 2005 announced to Bursa Securities that at the meeting of the scheme creditors of the Company summoned pursuant to an order of the High Court of Malaya under Section 176 of the Companies Act, 1965, which was held on 7 October 2005, the scheme creditors of the Company had approved the proposed scheme of arrangement in relation to the Proposed Debt Settlement.  The shareholders of the Company had also on 7 October 2005 approved the proposed  scheme of arrangement in relation to the Proposed Share Exchange and all resolutions pertaining to the PRS as set out in the Notice of Meetings dated 10 September 2005.

The Company had announced to Bursa Securities on 11 October 2005 the results of the Court Convened Meetings summoned pursuant to an order of the High Court of Malaya under Section 176 of the Companies Act, 1965 for the scheme subsidiary companies of the Company which were held on 3, 4, 5 and 7 October 2005.

(b)      Proposed Conditional Disposals

The Company had announced the following proposed conditional disposals on 28 October 2003 :      

(i)   The proposed conditional disposal to Macro Education Bhd  ("MEB") of 2,903,175 ordinary shares of RM1.00 each representing 29.03% of the issued and paid up share capital of Macro System Consultancy Sdn Bhd ("MSC") [hereinafter referred to as the "MSC Disposal"]; and

(ii)  The proposed conditional disposal by Kemayan Bina Sdn Bhd ("K Bina"), a subsidiary company, to MEB of the partially completed building comprising a 4-level podium with 3-level basement together with a block of 214 rooms business class hotel (the "Property")[hereinafter referred to as the "Property Disposal"]

The MSC Disposal and the Property Disposal are  subject to the approvals from the relevant authorities and shareholders of the Company, if required.    As at todate, the above transactions have not been submitted to the authorities for approval. 
(c)   Proposed Disposal of Property

The Company had announced that the Company had entered into a Sale and Purchase Agreement on 21 July 2005 with Waterfront Asset Sdn Bhd for the proposed disposal of Menara Kemayan, a 15-storey commercial office building and an annexe 2 storey podium block with a basement level car park held under Geren 10010 Lot 238 Section 43, Town & District of Kuala Lumpur, Negeri Wilayah Persekutuan and bearing address no. 160, Jalan Ampang, 50450 Kuala Lumpur ("Proposed Disposal of Property") for a total cash consideration of RM34 million. 

The Proposed Disposal of Property is subject to the approvals from the relevant authorities and shareholders of the company.

11.      Group Borrowings

The details of the group borrowings as at 31 August 2005 :-

	
	RM’000

	Short term borrowings
	

	   Secured
	

	       Bank overdrafts
	23,951

	       Revolving credit
	122,268

	       Term loans repayable within 12 months
	164,900

	       Bankers acceptance
	5,597

	       Other short term borrowings
	782

	       Finance lease and hire purchase creditors
	37

	
	

	   Unsecured
	

	        Bank overdrafts
	16,098

	        Revolving credit
	86,000

	        Term loans repayable within 12 months
	11,650

	        Term loans repayable within 12 months (denominated in US dollars,

           US$9.6 million)
	35,424

	        Bankers acceptance
	69,198

	        Other short term borrowings
	58,103

	
	

	
	

	
	594,008

	
	


12.
Off Balance Sheet Financial Instruments

The Group has no off balance sheet financial instruments as at the latest practical date from the date of this announcement.

13.
Material Litigation

There are no material changes to the litigation since the last annual balance sheet date as at 31 May 2005.
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