Notes to Quarterly Report Ended 28  February 2006

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


In view of the deficit in shareholders’ fund and the uncertainty on the continuation as a going-concern, the auditors may issue a qualified disclaimer opinion of the financial statements for the quarter to 28 February 2006.

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
	6,639
	1,500
	2,297
	-
	-
	-
	-
	10,436

	Intersegment sales
	-
	(154)
	-
	-
	-
	-
	-
	(154)

	External Sales
	6,639
	1,346
	2,297
	-
	-
	-
	-
	10,282

	Result
	
	
	
	
	
	
	
	

	Segment result (external)
	(7,585)
	(1,805)
	(71)
	(101)
	(519)
	1,787
	7,120
	(1,174)

	Finance cost
	(25,178)
	(35,629)
	(3)
	(12,733)
	(3,386)
	-
	(67)
	(76,996)

	Share of results of associates
	-
	-
	-
	-
	-
	2,478
	-
	2,478

	(Loss) / profit from ordinary activities before tax
	(32,763)
	(37,434)
	(74)
	(12,834)
	(3,905)
	4,265
	7,053
	(75,692)

	Tax
	
	
	
	
	
	
	
	(740)

	Loss from ordinary activities after tax
	
	
	
	
	
	
	
	(76,432)

	Minority interest
	
	
	
	
	
	
	
	-

	Net loss for the quarter
	
	
	
	
	
	
	
	(76,432)

	Other information
	
	
	
	
	
	
	
	

	Segment assets
	120,438
	31,035
	24,301
	25,137
	18,011
	5
	1,703
	220,630

	Associates
	-
	-
	-
	-
	-
	13,946
	-
	13,946

	Unallocated asset
	310
	-
	-
	45
	-
	-
	16
	371

	Total  assets
	120,748
	31,035
	24,301
	25,182
	18,011
	13,951
	1,719
	234,947

	
	
	
	
	
	
	
	
	

	Segment liabilities
	(651,076)
	(987,220)
	(424)
	(185,288)
	(68,077)
	(1,192)
	(7,913)
	(1,901,190)

	Unallocated liabilities
	(20,535)
	(553)
	(58)
	(13,825)
	(2,391)
	-
	(1,698)
	(39,060)

	Total liabilities
	(671,611)
	(987,773)
	(482)
	(199,113)
	(70,468)
	(1,192)
	(9,611)
	(1,940,250)

	
	
	
	
	
	
	
	
	

	Capital expenditure
	7
	18
	108
	1
	-
	-
	-
	134

	Depreciation
	335
	83
	576
	12
	19
	-
	13
	1,038

	Impairment loss
	-
	-
	-
	-
	-
	-
	-
	-


(b) Analysis by geographical segments:

	
	Sales
	Total assets
	Capital expenditure

	
	RM’000
	RM’000
	RM’000

	Malaysia
	10,282
	233,364
	134

	Australia
	-
	-
	-

	Singapore 
	-
	178
	-

	Other Country
	-
	1,405
	-

	
	10,282
	234,947
	134


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

As at the date of this report, there are no material events subsequent to the end of the quarter under review that have not been reflected in the financial statements for the quarter under review.

1.11
Changes in the Composition of the Group

On 2 December 2005, the Company’s shareholding in Influx Vision Sdn Bhd, a subsidiary of the Company had been diluted from 51% to 14%.   As a result of the dilution, the Group had written back post acquisition loss of RM2 million in the current quarter.

1.12
Contingent Liabilities

The details of contingent liabilities are as follows :-

	
	---- As at ----

	
	28 Feb 2006
	31 May 2005

	
	RM'000
	RM'000

	Unsecured :-
	
	

	Corporate guarantee issued for facilities granted to 
	
	

	third parties
	290,679
	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 
	15,319
	13,916

	
	314,877
	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

	
	343,296
	325,162


2.      Comparison with Immediate Preceding Quarter

The Group's loss before taxation for the current quarter of  RM25.28 million is slightly higher than the immediate preceding quarter of RM22.94 million due mainly to waiver of debt by a creditor in the preceding quarter of RM7.41 million.

3.     Review of Performance

      The revenue generated of RM5.02 million for the current quarter was mainly generated from sale of development property, resort operation and rental income.


The loss before tax for the current quarter of RM25.28 million was mainly due to finance cost of RM26.51 million, provision of liquidated damages of RM2.38 million and the write back of post acquisition loss due to dilution of investment in a subsidiary of RM2 million.  


The Group recorded a loss before taxation for the quarter ended 28 February 2006 of RM75.69 million as compared with RM77.80 million in the preceding corresponding quarter.

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 .

5.
Profit Forecast/Profit Guarantee

Not applicable.

6.
Earnings per Share

The basic loss per share of  7.00 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

28 Feb 2006
	9  months

ended

28 Feb 2006

	
	RM’000
	RM’000

	Malaysian taxation based on result for the period
	
	

	Tax based on results for the period
	2
	46

	Share of tax in associates
	250
	694

	
	
	

	
	
	

	
	252
	740

	
	
	


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 28 February 2006 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 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. 
11.      Group Borrowings

The details of the group borrowings as at 28 February 2006 :-

	
	RM’000

	Short term borrowings
	

	   Secured
	23,963

	       Bank overdrafts
	

	       Revolving credit
	122,268

	       Term loans repayable within 12 months
	164,865

	       Bankers acceptance
	5,597

	       Other short term borrowings
	782

	       Finance lease and hire purchase creditors
	17

	
	

	   Unsecured
	

	        Bank overdrafts
	16,084

	        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)
	34,643     

	        Bankers acceptance
	69,198

	        Other short term borrowings
	58,103

	
	

	
	

	
	593,170

	
	


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

Except as disclosed below, there are no material changes to the litigation since the last annual balance sheet date as at 31 May 2005 :

(a) Coral Land Corporation Sdn Bhd (“CLCSB”) a subsidiary of the Company had on 23 January 2006 received a writ of summon from Kerajaan Malaysia, Lembaga Hasil Dalam Negeri for the sum of RM2,087,813.86 being the outstanding taxes for years of assessment 1993 to 1998 plus interest.   CLCSB had engaged solicitor to defend the claims.

(b) Mestijaya Holdings Sdn Bhd (“MHSB”)., a wholly-owned subsidiary of the Company had on 6 February 2006 received a writ of summon from Kerajaan Malaysia, Lembaga Hasil Dalam Negeri (“LHDN”) for the sum of RM2,703,209.91 being outstanding taxes for years of assessment 1998 to 1999 plus interest.   MHSB had requested LHDN  to consider a proposed payment scheme.

(c) Further to  Note 31, item 6 of the Notes to the audited accounts for the year ended 31 May 2005, the Court of Appeal had on 8 February 2006 dismissed the appeal of Park View Resort Villa Sdn Bhd., a subsidiary of the Company with cost against the High Court’s decision for the order for possession of the land held under HS (D) 579 Lot 13830, Mukim of Kuala Paka, Terengganu (“the Land”) by Malaysia Building Society Berhad (“MBSB”).  The Court of Appeal further ordered that possession of the Land be delivered over to MBSB on or before 22 February 2006. 

(d) Further to Note 31, item 11 of the Notes to the audited accounts for the year ended 31 May 2005, the High Court of Malaya, Kuala Lumpur had on 16 February 2006 dismissed with costs the application of summary judgment of Southern Bank Berhad against Coral Land Corporation Sdn Bhd, a subsidiary of the Company.

(e) The Company had received a writ of summon from Bumiputra-Commerce Bank Berhad (formerly known as Bank Bumiputra Malaysia Berhad) (“BCBB ”) issued by the High Court of the Republic of Singapore the claim for the total sum of S$1,492,747.99 as at 31 July 2005 plus interest, late payment interest and other costs.  The claims are in respect of the banking facilities amounted to S$2,500,000 provided by BCBB to Kemayan Project Pte Ltd., (“KPPL”)., a subsidiary of the Company as per the Letter of Offer dated 10 July 1997.  KPPL had defaulted the total payment of S$1,492,747.99 as at 31 July 2005 as claimed by BCBB.  The Company had provided corporate guarantee for the banking facilities.  The Company had engaged solicitor to defend the claims. 

(f) The High Court of Malaya, Kuala Lumpur had on 7 April 2006 allowed the Southern Bank Berhad’s  (“the Bank”) application for Summary Judgment against Coral Land Corporation Sdn Bhd., a subsidiary of the Company for the total sum of RM2,667,632.90 with interest and cost due to defaulted payment in respect of  overdraft facilities of RM3 million and RM1 million granted by the Bank.

14. Provision for financial assistance

During the quarter, Binabaik Sdn Bhd, a wholly-owned subsidiary of the Company had advanced RM450,000 to the Company and its subsidiaries for payment of legal fees.
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