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NOTES TO INTERIM REPORT

1. Basis of preparation

The interim financial statements of Tebrau Teguh Berhad (formerly known as Granite Industries Berhad) (“the Company” or “TTB”) and the Group are unaudited and have been prepared under the historical cost convention and in accordance with MASB 26 Interim Financial Reporting and Paragraph 9.22 of the Listing Requirements of Bursa Malaysia Berhad. 

The interim financial statement should be read in conjunction with the Group’s audited financial statements for the year ended 31 December 2003. These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the year ended December 31,2003.The accounting policies, method of computation and basis of consolidation adopted for the interim financial statements are applied consistent with the property and development industry, the Companies Act 1965 and the Approved Accounting Standards.

The same accounting policies and methods of computation are followed in this interim financial report except for the following:

MASB 32: Property development costs incurred comprise all costs that are directly attributable to development activities or that can be allocated on a reasonable basis to such activities.

When the financial outcome of a development activity cannot be reliably estimated, property development revenue and expense is recognised in the income statement by using the completion method. The stage of completion is determined by the proportion that property development costs incurred for work performed to date bear to the estimated total property development costs.

Where the financial outcome of a development activity cannot be reliably estimated, property development revenue is only recognised to the extent the property development costs incurred that is probable will be recoverable, and property development costs on properties sold are recognised as an expense in the period in which they are incurred.

Any expected loss on development project, including costs to be incurred over the defects liability period, is recognised as an expense immediately.

Property development costs not recognised as an expense are recognised as an asset, which is measured at the lower of costs or net realisable value.

The excess of revenue recognised in the income statement over billings to purchasers is classified as accrued billings within trade receivables and the excess of billings over revenue recognised in the income statement is classified as progress billings within trade payables.

The adoption of MASB 32 has not given rise to any adjustments to the opening balances of retained profits as at January 31,2003 and January 1,2004. Comparative amounts as at December 31,2003, however has been restated :







Previously








    stated

Adjustments
Restated







RM’000

RM’000

RM’000

Property Development Costs


416,603

(1,916)
     
414,686

Accrued Billings, including Trade Receivables

         -
          
 1,916       
1,916

Progress Billings, included in trade Payables

         -                          -

    -







__________________________________


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

The audit report of the financial statements for the year ended 31 December 2003 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 31 March 2004.

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 31 March 2004.

8. Segmental reporting

Analysis by Activity

	
	Turnover

Year To Date
	Profit/Loss before

Taxation

Year To Date

	
	31.03.04

RM’000
	31.03.03

RM’000
	31.03.04

RM’000
	31.03.03

RM’000

	Property

Development
	7,145
	-
	1,664
	-

	Constructions
	10,583
	-
	(1,200)
	

	
	
	
	
	

	Hospitality
	
	7,839
	
	(2,037)

	
	___________
	___________
	__________
	___________

	
	17,728
	7,839
	464
	(2,037)

	Consolidation Adjustment
	(541)
	
	(170)
	

	
	___________
	___________
	__________
	___________

	
	17,188
	7,839
	295
	(2,037)

	
	
	
	
	

	Unallocated Corp Expenses
	-
	-
	(629)
	(386)

	Interest Expenses
	-
	-
	(230)
	-

	
	__________
	__________
	__________
	__________

	
	17,188
	7,839
	(565)
	(2,423)

	
	__________
	__________
	__________
	__________

	
	
	
	
	

	
	
	
	
	


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 2003.

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.

Pursuant to SC’s condition on the reduction of the share premium account, the accumulated losses to be written off upon completion of the exercises amounts to RM300,216,000. An application to the High Court was made and granted on December 9, 2003. The share premium account reduction has not been exercised because of the delay in the Proposed Capitalisation and issuance of new shares in  Langkawi Airport Hotel Sdn Bhd.

In view of this delay, the Company is proposing to obtain the shareholder’s of Tebrau Teguh Bhd’s approval to write off all accumulated losses through an EGM to be held in June 2004.

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:

	
	31.03.04
	
	31.03.03

	
	RM’000
	
	RM’000

	
	
	
	

	Corporate guarantees given by Tebrau Teguh Berhad for a facilities given to a subsidiary
	6,567
	
	-

	Performance bond issued by subsidiaries involved in construction
	*7,923
	
	-


The reduction of the performance bond from RM8,550,000 in the previous quarter  is due

to the expiration of performance bonds issued which were surrendered.

13. Review of performance

The Group revenue of RM17.188 million for the first quarter ended 31 March 2004 was much higher than the revenue of RM7.839 million in the previous year corresponding quarter. The higher revenue was contributed by the subsidiaries acquired in April 2003 , which are principally involved in property development and construction. For the quarter ending 31 March 2004, the Group while having realised a higher turnover has reported a loss before tax of RM0.565 million as compared to loss of RM2.423 million in the previous year corresponding quarter. This was due to the higher cost of sales for that period which was realised this quarter. 


A comparative of the current quarter and the last quarter to December 2003 is as follows:







Current


Last Quarter







RM’000


RM’000

Revenue



17,188


19,776



Operating Profit


  (335)


(2,976)



Finance Costs


  (231)

   
  (63)



Profit Before Tax


  (565)


(2,613)



Profit After Tax


  (720)


(2,547)

14. Current year prospects

Overall performance is not expected to improve until the Group launches 2 new development in the 3rd Quarter of 2004 and the realisation of new projects for its construction arm.

15. Profit forecast

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

16. Taxation

	
	
	Current year

Quarter

31-03-2004

RM’000
	
	3 months

Cumulative to date

31-03-2004

RM’000

	Income tax expense
	
	
	
	

	Current year
	
	(155)
	
	(155)

	
	
	(155)
	
	(155)



Current year taxation was due to deferred tax at Group level resulting from charge out of land cost.

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 proposal which were approved by the shareholders of the Company on 30 December 2002 is still pending completion:

(a)
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 Capitalisation had been delayed and is expected to be completed in the 2nd half of 2004.  The exercise is awaiting the approvals of the shareholders of Ekran Berhad.

20. Borrowings and debt securities

Details of the Group’s borrowings as at 31 March 2004 are as follows:

	
	Current
	
	Non current

	
	RM’000
	
	RM’000

	Term loans (secured)
	-
	
	*7,900

	Factoring facilities
	-
	
	-

	Hire purchase liabilities
	89
	
	353

	Total
	89
	
	8,253


* The original secured term loan with Alliance Bank Bhd was settled and a new bridging loan under the Principle of Bai’bithaman Ajil  was taken out in March 2004 for the same amount with Bank Kerjasama Rakyat Malaysia Bhd. The bridging finance facility is to be drawdown in 3 tranches for a total amount of RM35million.

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 is  in relation to a 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 June 6, 2004
	RM 372,000.00




2.
Kuala Lumpur High Court Suit No. :  D7-22-2202-01 


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


Case is in relation to a 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
:
Solicitors attended court for decision on 5 April 2004 and were subsequently informed by the Senior Assistant Registrar that the matter should be transferred to the Civil Division of the Kuala Lumpur High Court.  Awaiting date for decision.

3.
Kuala Lumpur High Court Civil Suit No : D7-22-1299-99


Granite Industries Berhad vs. Malayan Banking Berhad
Case is 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 continuing responsibility of Diamond League Sdn Bhd pursuant to the Sale and Purchase entered into during the restructuring exercise. The cases are taken up under the Company’s name, 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 financial statements for item 1 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.

	
	
	3 months

cumulative to date

31-03-2004

RM’000
	3 months cumulative to date

31-03-2003

RM’000

	Earnings/ (Loss) after taxation
	
	(720)
	(2,533)

	Number of ordinary shares 
	
	669,727
	223,000

	Earnings/ (Loss) per share (sen)
	
	(0.11)
	(1.14)
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