TEBRAU TEGUH BERHAD 

(FORMERLY KNOWN AS GRANITE INDUSTRIES BHD)
(Company No. 8256-A)

NOTES TO INTERIM REPORT


1. Basis of preparation

The quarterly financial statements of Tebrau Teguh Berhad (formerly known as Granite Industries Berhad) (“the Company” or “TTB”) and the Group have been prepared in accordance with MASB 26 Interim Financial Reporting and Paragraph 9.22 of the Listing Requirements of Kuala Lumpur Stock Exchange, and should be read in conjunction with the Group’s financial statements for the year ended 31 December 2002. The accounting policies, method of computation and basis of consolidation adopted for the interim financial reports are consistent, except for the new business activities of property development and construction, with those adopted for the annual financial statements for the year ended 31 December 2002, 

2. AUDITORS Report of the Group’s Preceding Annual Financial Statements

The audit report of the financial statements for the year ended 31 December 2002 was not qualified.

3. Seasonal or cyclical factors

The Group’s business operations are not seasonal but cyclical in nature which is dependent on the economic conditions in Malaysia.

4. Unusual items

There were no unusual items affecting assets, liabilities, equity, net income, or cash flows during the financial period under review because of their nature, size, or incidence.

5. Changes in estimates

There were no changes in estimates of amounts reported in previous quarters of the current financial year or changes in estimates of amounts reported in prior financial years that have had a material effect in the current quarter, except those covered  under note 13.

6. Debts and equity securities

There were no issuances and repayment of debts and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares during the financial period ended 30 September 2003.

7. Dividends

There were no dividend payment separately for ordinary shares and other shares.

No dividends are recommended or have been declared during the financial quarter and year to-date ended 30 September 2003.

8. Segmental reporting

Analysis by Activity
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No segmental reporting on geographical location is prepared as the Group activities are mainly carried out in Malaysia.

9. Valuation of property, plant and equipment

The valuations of property, plant and equipment have been brought forward without amendment from the audited financial statements for the year-ended 31 December 2002.

10. Material events subsequent to the end of the interim period

There were no material events subsequent to the end of the period under review that has not been reflected in the quarterly financial statements.

11. Group composition

There were no material changes in the composition of the Group during the financial quarter under review.

12. Changes in contingent liabilities or contingent assets

Contingent liabilities of the Group comprise the following:

	
	30.9.03
	
	31.12.02

	
	RM’000
	
	RM’000

	
	
	
	

	Corporate guarantees given by Tebrau Teguh Berhad for a facilities given to a subsidiary
	5,000
	
	-

	Performance bond issued by subsidiaries involved in construction
	18,491
	
	-


13. Review of performance

The Group revenue of RM58.059 million for the third quarter ended 30 September 2003 was much higher than the revenue of RM9.328 million in the previous year corresponding quarter. The higher revenue was contributed by the newly acquired subsidiaries, which are principally involved in property development and construction. For the quarter ending 30 September 2003, the group reported a profit before tax of RM1.751 million after providing for doubtful debts and full amortisation of goodwill as compared to loss of RM4.786 million in the previous year corresponding quarter.  Upon final settlement of sales consideration for the acquisition of one of the subsidiary, the vendor has allowed for the reduction of the settlement amount of RM1.899 million. The reduction is taken to reduce the cost of investment in the subsidiary. Henceforth, the goodwill is reduced accordingly. 

14. Current year prospects

The Group does not expect any significant changes to the 4th quarter results in comparison to the 3rd quarter..

15. Profit forecast

The Group has not provided any profit forecast in a public document.

16. Taxation

	
	
	Current year

Quarter

30-9-2003

RM’000
	
	9 months

Cumulative to date

30-9-2003

RM’000

	Income tax expense
	
	
	
	

	Current year
	
	(870)
	
	(980)

	Prior year over provision written back
	
	-
	
	3

	
	
	(870)
	
	(977)


17. Unquoted investments and properties

There were no purchases or sales of unquoted investments and properties for the current quarter and financial year to date.

18. Quoted investment

There were no purchase or sale of quoted securities for the current quarter and financial year to date.

There were no investments in quoted securities as at the end of the financial period under review.

19. Status of corporate proposalS 

(i)
Status Of Corporate Exercise Announced But Not Completed


The following corporate proposals which were approved by the shareholders of the Company on 30 December 2002 are still pending completion:

(a)
the proposed share premium account reduction to write off the accumulated losses of the Company (“Proposed Share Premium Reduction”) and;

(b)
The proposed capitalisation and issuance of 4,999,998 new ordinary shares of RM1.00 each in Langkawi Airport Hotel Sdn Bhd, a wholly-owned subsidiary of the Company (“Proposed Capitalisation”).

The Proposed Share Premium Reduction and the Proposed Capitalisation are expected to be completed by the first quarter of 2004.


The following is the proposal to be implemented by KPRJ Astakapuri Sdn Bhd (“KAPSB”), one of the Vendors of the Acquisitions of BBDSB and TBSB:

(a)
a renounceable restricted offer of 111,500,000 new ordinary shares of RM0.50 each in the Company at an offer price to be determined later to the existing shareholders of the Company on the renounceable basis of one (1) new ordinary share of RM0.50 each for every two (2) existing ordinary shares of RM0.50 held in the Company (“Proposed Offer of Sale”);

Further details on the above completed and pending completion proposals can be obtained from the Circular to the shareholders of the Company dated 5 December 2002.

20. Borrowings and debt securities

Details of the Group’s borrowings as at 30 September 2003 are as follows:

	
	Current
	
	Non current

	
	RM’000
	
	RM’000

	Term loans (secured)
	              8,040 
	
	1,206 

	Factoring facilities
	2,206
	
	-

	Hire purchase liabilities
	                 191
	 
	                  425 

	Total
	10,437 
	
	1,631 


21. Off-balance sheet financial instruments

There were no off-balance sheet financial instruments.

22. material litigation

Litigation/Contingent Matter

1.
Case
:
7/4-381/97 between Granite Industries Berhad




(Delima Resort Langkawi) vs. Mr. Mohandas.


Case in relation to termination without notice or reason.

	Outstanding Solicitors fees up to April 11, 2001
	RM  50,000.00

	Claims :   As at September 21, 1999 (24 mths x 15,500)

Status  :   Fixed for hearing on January 26-27, 2004.
	RM 372,000.00




2.
Court of Civil Appeal No : W-02-496-99


 Jerah Bina Sdn. Bhd. vs Granite Industries Berhad vs

Case is relation to a claim by Jerah Bina Sdn. Bhd. in respect of the application of the development order which was made at the request of Defendant.


Claim 
:
RM2,955,000 + Costs.


Solicitors
:
RM58,829.65

Status
:
The court has struck out the plaintiff’s claims against the Company with costs.

3.
Kuala Lumpur High Court Suit No. :  D7-22-2202-01 


Gerak Reka Akitek Sdn. Bhd. vs. Granite Industries Berhad.  


Case is relation to claim for professional fees on work done in respect of the proposed condominium and townhouse project on Lot 1852 and 1853, Mukim Ampang, Kuala Lumpur.


Claim
:
RM400,000 + Costs.

Status
:
File in defence statement to the plaintiff. Awaiting hearing date.

4.
Kuala Lumpur High Court Civil Suit No : D7-22-1299-99


Granite Industries Berhad vs. Malayan Banking Berhad

Case against Malayan Banking Berhad in relation to a claim RM2,674,828.83 + costs + interest.

Awaiting date for hearing of appeal at the High Court of Appeal.

These contingent matters are the responsibility of Diamond League Sdn Bhd as part of the sale and purchase agreement. The company feels it is prudent to make a provision since these cases are advance in nature. A full provision of potential liabilities has been made in the current quarter for item 1, 2 and 3.

23. EARNINGS/ (LOSS) PER SHARE

The basic earnings/ (loss) per share for the financial period has been calculated based on the Group’s earnings/ (loss) after taxation and dividend by the number of ordinary shares during the financial period.  There have been no dividends paid in the current period to date and in the prior year.

	
	
	9 months

cumulative to date

30-09-2003

RM’000
	9 months cumulative to date

30-09-2002

RM’000

	Earnings/ (Loss) after taxation
	
	12,002
	(10,957)

	Number of ordinary shares 
	
	669,727
	223,000

	Earnings/ Loss per share (sen)
	
	1.79
	(4.91)
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														Profit/Loss before

				Turnover										Taxation

				Current Quarter/										Current Quarter/

				Year To Date										Year To Date

				30.9.03				30.9.02						30.9.03				30.9.02

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

		Property development		27,418				344				(13,228,517)		(8,606)				(541)

		Constructions		58,929				-				1,085,350		1,655

		Entertainment and leisure		- 0				-				- 0		- 0				(163)

		Investment holding		- 0				-				77,793,136		77,793				- 0

		Hospitality		7,839				23,764				(2,146,342)		(2,146)				(9,922)

				94,186				24,108				63,503,627		68,695				(10,626)

		Share of results of associated companies		217								216,636		217

				94,403				24,108				63,720,263		68,912				(10,626)

		Consolidation adjustments		(2,493)								(55,929,997)		(55,930)

				91,910				24,108				7,790,266		12,982				(10,626)






