EASTERN & ORIENTAL BERHAD (555-K)
QUARTERLY REPORT ON CONSOLIDATED RESULTS FOR THE 1ST QUARTER ENDED 30 JUNE 2002

THE FIGURES HAVE NOT BEEN AUDITED
CONSOLIDATED INCOME STATEMENT




Individual Quarter

Cumulative Quarter




Current

Preceding Year

Current

Audited

Preceding Year




Year

Corresponding

Year

Corresponding




1st Quarter

1st Quarter

To Date

Period




30/06/2002

30/06/2001

30/06/2002

30/06/2001




RM’000

RM’000

RM’000

RM’000












1.
(a)
Revenue
7,722

10,463

7,722

10,463


(b)
Investment income
-

-

-

-


(c)
Other income
270

233

270

233












2.
(a)
Profit/(loss) before finance cost, depreciation










And amortisation, exceptional items, income










tax, minority interest and extraordinary items
(292)

(529)

(292)

(529)


(b)
Finance cost
(6,664)

(6,852)

(6,664)

(6,852)


(c)
Depreciation and amortisation
(877)

(399)

(877)

(399)


(d)
Exceptional items
-

-

-

-


(e)
Profit/(loss) before income tax,
(7,833)

(7,780)

(7,833)

(7,780)



Minority interests and extraordinary items









(f)
Share of profits and losses of associated 










Companies
2,878

1,628

2,878

1,628


(g)
Profit/(loss) before income tax, minority
(4,955)

(6,152)

(4,955)

(6,152)



Interest and extraordinary item









(h)
Income tax
(791)

(475)

(791)

(475)


(i)
(i)  Profit/(loss) after income tax before
(5,746)

(6,627)

(5,746)

(6,627)



      Deducting minority interest










(ii) Less : Minority Interests
1,519

1,516

1,519

1,516


(j)
Pre-acquisition profit/(loss), if applicable
-

-

-

-


(k)
Net profit/(loss) from ordinary activities
(4,227)

(5,111)

(4,227)

(5,111)



Attributable to members of the company









(l)
(i)   Extraordinary item
-

-

-

-



(ii)  Less minority interests
-

-

-

-



(iii) Extraordinary items attributable to
-

-

-

-



       Members of  the company









(m)
Net profit/(loss) attributable to members of










the Company
(4,227)

(5,111)

(4,227)

(5,111)












3.
(a)
Earnings per share based on 2(m) above 










After deducting any provision for










Preference dividends, if any: -










(i) Basic [based on 2002 : 232,471,492










    (2001 : 193,479,000) ordinary shares]-sen
(1.82)

(2.64)

(1.82)

(2.64)



(ii) Fully diluted [based on 2002 : ordinary 










    Shares]-sen
-

-

-

-

CONSOLIDATED BALANCE SHEET




Unaudited

Audited





As At End Of

As At Preceding





Current Quarter

Financial Year End





30/06/2002

31/03/2002





RM’000

RM’000










 1.
Property, plant and equipment

145,147

137,110


 2.
Real property assets

352,978

349,735


 3.
Investment properties

84,302

84,298


 4.
Investment in associated companies

168,889

166,664


 5.
Long term investments

14,958

15,182





766,274

752,989










6.
Current assets







- Development properties

35,926

38,136



- Inventories

542

621



- Trade receivables

6,354

20,832



- Other receivables

27,642

29,942



- Cash, bank balances and deposits

13,275

10,639





83,739

100,170










7.
Current Liabilities







- Trade payables

23,472

26,329



- Other payables

77,696

53,653



- Short term borrowings

141,951

160,653



- Provision for taxation

0

667



- Proposed dividend

1,674

1,674





244,793

242,976










8.
Net Current Assets/(Liabilities)

(161,054)

(142,806)





605,220

610,183










9.
Shareholders’ Funds







 Share Capital

232,472

232,472



 Reserves







 - Share premium

128,004

128,004



 - Revaluation reserve

6,451

6,451



 - Capital reserves

2,737

2,737



 - Retained profit

31,892

34,556



   

401,556

404,220










10.
Minority interests

(2,735)

(60)


11.
Long term borrowings

170,460

170,049


12.
Long term creditor

34,924

35,769


13.
Deferred taxation

1,015

205





605,220

610,183










14.
Net tangible assets per share (RM)

1.45

1.46


































Notes

1. Accounting Policies


The same accounting policies and methods of computation used in the preparation of the Group’s Annual Report for the financial year ended 31 March 2002 have been applied in the preparation of the quarterly financial statements.

2.
Exceptional Items

There were no exceptional items for the current quarter and financial year-to-date. 

3. Extraordinary Items

There were no extraordinary items during the current quarter and financial year-to-date.

4. Taxation


Individual Quarter

Current Year Quarter

30/06/2002

RM’000

Cumulative Quarter

Current Year-To-Date

30/06/2002

RM’000

Malaysian income tax – current




· Company and subsidiary companies
(138)

(138)

· Associated companies
(653)

(653)

In respect of prior years




· Company and subsidiary companies
-

-


(791)

(791)

The effective tax rate of the Group is higher than the statutory tax rate due to unavailability of group relief under the Income Tax Act, 1967.

5. Profits/(Losses) on Sale of Unquoted Investments and/or Properties

There were no profits/ (losses) on sale of unquoted investments and investment properties for the current quarter  and financial year-to date.  

6. Purchase and Disposal of Quoted Securities

(a)
There were no purchase of quoted securities for the current quarter and financial year-to-date. For the current quarter and financial year-to-date, a total profit of RM0.156 million was achieved on disposal of quoted securities with disposal values of RM0.382 million.

(b) Investment in quoted shares: -



As at 30/06/2002

RM’000

At cost
30,200

At carrying value/book value; and 
14,209

At market value
12,057

7. Changes in the Composition of the Group

On 17 May 2002, Ambangan Puri Sdn Bhd, a wholly owned subsidiary of the Company acquired 1,610,002 ordinary shared of RM1.00 each representing 49.54% equity interest in Beta Auto Sdn Bhd for a cash consideration of RM1,674,402. With this acquisition, Beta Auto Sdn Bhd became a wholly owned subsidiary of the Group. 

8. Status of Corporate Proposals announced but not completed as at 23 August 2002 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report)

a. Employees’ Share Option Scheme (“ESOS”) for executive directors and eligible employees of the Company and its subsidiaries 

The Securities Commission (“SC”) and the stockholders of the Company had on 4 September 2000 and 21 November 2000 respectively approved the ESOS.  Subsequently, the SC had made revisions to the Guidelines on the ESOS to cater for the establishment of a more market based and performance based ESOS by companies.  In view of this, the Board proposed amendments to the Bye-Laws in respect of the ESOS to incorporate changes of the new SC’s guidelines on ESOS.  The stockholders of the Company had on 30 January 2002 approved the amendments to the Bye-Laws of the ESOS.

The SC had, on 23 August 2001, approved an extension of time for implementation of the ESOS for a further period of six (6) months until 4 March 2002.   On 20 February 2002, the Company had applied to SC for another extension of time for a further two (2) months to 4 May 2002.

The ESOS was implemented on 29 April 2002. As at 23 August 2002, no options to subscribe for new ordinary stocks of RM1.00 each in the company were granted to the Executive Directors and eligible employers of the company and its subsidiaries. 

b.
(i)
Rights Issue with Warrants 2001/2011 of 61,176,623 new ordinary stock units of RM1.00 each at an issue price of RM1.00 per stock unit with 61,176,623 free detachable warrants 2001/2011 at an exercise price of RM1.03 per warrant



The Company completed its Rights Issue exercise on 29 May 2001. Out of the total proceeds of RM61,176,623 raised from the Rights Issue exercise, RM29,809,000 is to be used for repayment of bank borrowings with remaining balance for working capital and payment of the expenses incurred for the Rights Issue.



As at 23 August 2002, there is a balance of RM3,200,000 of the proceeds to be utilised for the repayment of the bank borrowings.  The balance of the proceeds is expected to be utilised by 30 September 2002.   


(ii)
Exercise of 61,176,623 warrants 2001/2011 at an exercise price of RM1.03 per warrant



As at 23 August 2002, a total of 325 warrants 2001/2011 were exercised.  The 325 new stock units of RM1.00 each was granted listing and quotation on the Kuala Lumpur Stock Exchange on 27 September 2001.

c. On 28 May 2002, Alliance Merchant Bank Berhad, on behalf of the Company (“EOB”) announced that the Company proposes to undertake the following proposals:

(i)
the proposed disposal to Kamunting Corporation Berhad (“KCB”) of the following companies for an aggregate cash consideration of approximately RM82,506,151 :-


- Ambangan Puri Sdn Bhd (“APSB”)


- Regal Alliance Sdn Bhd (“RASB”)

- E & O Properties Sdn Bhd (“EOP”) and its subsidiaries save for Radiant Kiara Sdn Bhd (“RKSB”) and 

  E & O Developers Sdn Bhd (“EOD” )


(ii)
the proposed disposal by True Vitality Sdn Bhd, a wholly-owned subsidiary of EOB, a parcel of freehold land for a consideration of RM90 million to be satisfied in the following manner :-



- settlement by cash of RM9.0 million


    
- 12,048,193 new ordinary shares of RM0.50 each in KCB at an issue price of RM0.83 per share to EOB


- 71 million 5-year redeemable cumulative preference shares of (“RPS”) in KCB with 71 million free       warrants an issue price of RM1.00 per RPS to EOB.

[(i) and (ii) hereinafter collectively referred to as the “Proposed Disposals”]

As integral parts of the Proposed Disposals, the following will be undertaken :-

(1) Proposed acquisition by APSB of 1,639,998 shares representing 50.46% of the issued and paid-up share capital of Beta Auto Sdn Bhd (“BASB”) from EOB for a cash consideration of approximately RM1.640 million, being EOB’s cost of investment in BASB.

(2) Proposed transfer by EOP of two (2) of its subsidiaries to EOB for a cash consideration of approximately RM29.981 million, being EOP’s cost of investment in the said subsidiaries, as follows :-



Cash consideration

RM’000

(a)
4 ordinary shares of RM1.00 each and 92,000 cumulative redeemable preference shares of RM10.00 each representing the entire issued and paid-up share capital in RKSB


9,231

(b)
5,000,000 ordinary shares of RM1.00 each representing the entire issued and paid-up share capital in EOD


20,750



29,981

(3) Proposed settlement by KCB of the net amount owing by APSB, BASB, EOP  and/or its subsidiaries (“Amount Owing”) to EOB of approximately RM201.841 million after the above (“Proposed Settlement”) as follows :-



Amount owing

RM’000


APSB and BASB
99,245


EOP and its subsidiaries save for RKSB and EOD
102,596



201,841

The Amount Owing is proposed to be settled by KCB as follows :-


APSB and BASB

RM’000
EOP and its subsidiaries save for RKSB and EOD

RM’000
Total

RM’000

Cash


-
1,841
1,841

186,746,988 new shares of KCB at an issue price of RM0.83 per share


54,245
100,755
155,000

45 million 5-year redeemable cumulative secured preference shares (“RSPS”) in KCB with 45 million free warrants at an issue price of RM1.00 per RSPS


45,000
-
45,000


99,245
102,596
201,841

(iii) the proposed exemption for EOB and parties acting concert with it (if any) from undertaking a general offer for the remaining of ordinary shares of RM0.50 each in KCB not held by them after the completion of the Proposed Disposals and Proposed Settlement.

(iv) proposed distribution by EOB of a special cash dividend (“Proposed Special Dividend”) of 20 sen per stock unit less income tax to its stockholders.

Upon completion of the Proposed Disposals, the Company proposes to undertake a Proposed Renouceable Restricted Offers for Sales (“Proposed ROS”) of certain securities in KCB to the stockholders of EOB and the shareholders of KCB other than the EOB Group.  

The proceeds from the Proposed Disposals and Proposed ROS of approximately RM230,900,000 is proposed to be utilised for the following :-



RM’000


Proposed Special Dividend*
33,476


Repayment of borrowings for EOB Group
172,000


Working capital of the Group
21,924


Estimated expenses for Proposals
3,500



230,900

* Based on the number of EOB stock units as at 24 May 2002

The Proposed Special Dividend and Proposed ROS are conditional upon the Proposed Disposal and also exemption for EOB not to undertake the general offer.

Further details of the Proposals can be obtained from the announcement made to the KLSE on 28 May 2002.

9. Issuance or Repayment of Debt and Equity Securities

There was no issuance or repayment of debt and equity security, share buy-backs, share cancellations, share held as treasury share and resale of treasury share for the current financial year to date.

10. Group Borrowings

(a)
The Group borrowings were as follows: -




As at 30/06/2002

RM’000

Short Term
-
Secured
137,908


-
Unsecured
   4,043

Long Term
-
Secured
170,460


-
Unsecured
-

(b) All the borrowings were denominated in Ringgit Malaysia

11. Contingent Liabilities

Details of the contingent liabilities as at 23 August 2002:  -


Group Level

Company Level


RM’000

RM’000

· Guarantees issued to financial institutions for banking facilities granted to subsidiaries




       - Secured
276

53,230

       - Unsecured
1,000

10,026

· Trade and performance guarantees issued to third parties
1,784

-


3,060

63,256

12.
Off Balance Sheet Financial Instruments
There were no financial instruments with off balance sheet risk as at 23 August 2002.

13. Material Litigation

There was no material litigation which affect the financial position or business of the Group as at 23 August 2002.

14. Segment Report

Current Financial Year Todate – 30/06/2002
As at 30/06/2002


Revenue

Profit/(Loss)

Before Tax

Assets

Employed


RM’000

RM’000

RM’000

Properties
3,837

(2,715)

411,628

Investment properties
1,151

(155)

93,321

Hotel operations
2,920

(2,623)

139,517

Others
966

(2,340)

27,584


8,874

(7,833)

672,050

Associated companies
81,532

2,878

177,963


90,406

(4,955)

850,013

Associated companies
(81,532)





Inter-segment revenue
(1,152)






7,722





Analysis of geographical location is not applicable as the Group operates in a single geographical segment, namely Malaysia.

15. Comparison With Immediate Preceding Quarter’s Results

During the 1st quarter ended 30 June 2002, the Group recorded a revenue of RM7.722 million and loss before tax of RM4.955 million, as compared to the immediate preceding quarter’s results where the Group recorded a revenue of RM30.815 million and loss before tax of RM10.681 million . 

The higher revenue in the immediate preceding quarter was mainly due to sale of a piece of land by a subsidiary of the Company amounting to RM8.8 million , higher development activities and higher revenue from the Hotel division as compared to the revenue recorded in the 1st quarter ended 30 June 2002.

The higher losses in the preceding quarter were mainly due to provision for diminution in value of investments and investment properties and loss on disposal of above piece of land.  

16. Review of Performance

For the 3 months ended 30 June 2002, the Group recorded revenue of RM7.722 million as against the revenue of RM10.463 million achieved in the preceding year corresponding period, a decrease of 26%. The decrease in revenue was mainly due to lower property development activities.  

The current quarter recorded lower losses before tax of RM4.955 million as compared to RM6.152 million in the preceding year corresponding quarter, a decrease of 19.4%. The lower losses was mainly due to higher share of profit in the associated companies recognised. 

17. Material Subsequent Event

There were no items, transactions or events of a material and unusual nature has arisen from 30 June 2002 to the date of this announcement which would affect substantially the results of the operations of the Group for the three months ended 30 June 2002.

18. Seasonality or Cyclicality of Operations

The operations of the Group are not subjected to seasonal or cyclical fluctuations.

19. Current Financial Year Prospect

The Group suffered a loss after tax and minority interests of RM4.227 million for the first quarter of the financial year ending 31 March 2003. The results were effected by lower development activities and interest costs. 

For the current financial year, the Group’s investment in Kamunting Corporation Berhad should continue to contribute positively towards its earning. In terms of property development activities, continuing property sales in Desa Aman Puri would ensure returns until the other development projects in prime locations come onstream. The marketing opportunities of the E&O Hotel will be further developed to position it to meet market demands.   

20. Profit Forecast/Profit Guarantee

The Company did not issue any profit forecast/profit guarantee during the current financial year.

21.
Dividend

The Board of Directors does not recommend any payment of dividend for the current quarter.

22. Earning Per Stock Unit

The earning per stock unit for the current quarter and financial year-to-date is calculated based on the Group’s loss after taxation and after minority interest of RM4.227 million over RM232.472 million stock units as at 30 June 2002.

There is no dilutive impact arising from the Rights Issue with Warrants as the exercise price of Rights and conversion price of Warrants are above fair value in accordance with MASB 13.

23. Net Tangible Assets Per Stock Unit

The net tangible asset per stock unit is calculated based on the Group’s net tangible assets of RM337.219 million (2002 : RM338.939 million) after deducting the premium on acquisition of associated companies of RM62.933 million (2002 : RM62.933 million) and share of an associated company’s intangible assets of RM1.404 million (2002 : RM2.348 million) over the number of issued stock units of 232.472 million (2002 : 232.472 million) as at 30 June 2002.
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8

