Tempatan No : 515119-U

PBA HOLDINGS BHD. 

 (Incorporated in Malaysia)

Notes to the Interim Financial Report

__________________________________________________________________


1 Basis of preparation

The interim financial report is unaudited and has been prepared in compliance with MASB 26, Interim Financial Reporting and Chapter 9 Part K of the Listing Requirement of Kuala Lumpur Stock Exchange.

The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2001.

The audit report of the audited financial statements for the year ended 31 December 2001 was not subject to any qualification.

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the financial statements for the year ended 31 December 2001. 

2 Property, plant and equipment

The property, plant and equipment have not been revalued and are stated at cost less accumulated depreciation since the previous financial year-end. The Group has incurred approximately RM22.2 million and RM68.9 million in the current quarter and current financial year to-date ended 31 December 2002 respectively on capital projects.

3. Investments

(a) 
The total purchase consideration and sale proceeds of investments for the current quarter and current financial year to-date and gain/loss arising there from are as follows:

	
	Current

4th  Quarter

RM’000
	Current year

to date

RM’000



	Balance  at 1-10-2002/1-1-2002
	26,098
	24,336

	Add : Purchase of investments
	1,351
	8,237

	Less : Proceeds from disposal of investments
	(1,222)
	(7,645)

	Add : Gain / (Loss) on disposal of investments
	(309)
	990

	
	25,918
	25,918

	Less : Provision for diminution in value 

           of  investments
	(1,067)
	(1,067)

	Balance at 31-12-2002
	24,851
	24,851


(b) 
These investments are managed by external fund management companies in accordance with the terms of the Investment Management Mandate.


As at the year end, the funds were invested as follows:

	
	31 December

2002

RM’000
	31 December 

2001

RM’000

	Shares quoted in Malaysia, at cost
	19,852
	17,589

	Fixed interest securities, at cost
	1,111
	678

	Fixed deposits with licensed banks
	1,679
	2,332

	Fixed deposits with other corporations
	1,059
	1,487

	Money market placement
	1,150
	2,250

	Total
	24,851
	24,336


               Market value of quoted shares

                     19,852                       17,070






                             ========                ======== 



4. Trade Receivables

	
	31 December

2002

RM’000


	31 December

2001

RM’000



	Trade receivables
	18,814
	16,107

	Provision for doubtful debts
	(384)
	(228)

	Total
	18,430
	15,879


5. Other Receivables

	
	31 December 2002

RM’000


	31 December 2001

RM’000

	Prepayments
	3,508
	2,859

	Other receivables
	18,232
	38,132

	
	21,740
	40,991

	Provision for doubtful debts
	(411)
	(411)

	Total
	21,329
	40,580


Included in other receivables for the financial year to-date are project expenditures in progress totaling RM10.1 million incurred for the Teluk Bahang Dam and Sungai Muda projects which will be recouped from Jabatan Bekalan Air Pulau Pinang in due course.

For the year ended 31 December 2002, the Group has written off the listing expenses amounting to RM4.9 million against the share premium account.

6. Fixed Deposits

	
	31 December 2002

RM’000


	31 December 2001

RM’000

	With licensed banks
	194,500
	                           157,000

	With finance companies
	48,000
	  27,500

	Total
	242,500
	184,500


7. Other payables

	
	31 December 2002

RM’000
	31 December 2001

RM’000

	Other payables
	                      16,287
	30,918

	Refundable deposits
	47,625
	49,308

	Total
	63,912
	                         80,226


Refundable deposits comprise mainly water supply deposits, reticulation mains deposits, security deposits and pipe maintenance deposits from customers.

8. Term Loans (unsecured)

	
	31 December 2002

RM’000


	31 December 2001

RM’000

	Short Term Borrowings-Local Currency
	14,622
	10,642

	Long Term Borrowings-Local Currency
	159,344
	172,618

	Total
	173,966
	183,260


The unsecured term loans were obtained from the Federal Government through the State Government of Penang to finance major water projects.

The term loans bear interest rates of 0% to 8% per annum and are repayable over a period of 6 to 20 years by yearly instalments ranging between RM10,295 and RM6,990,043 per annum.

9. Share Capital

In the second quarter ended 30 June 2002, the Company increased its issued and paid up share capital from RM140.0 million to RM165.5 million by way of a public issue of 51,000,000 new ordinary shares of RM0.50 each at a premium of RM0.80 per share.

10. Taxation

The Group’s tax provision includes the following:

	
	3 months ended

31 December 2002

RM’000


	12 months ended

31 December 2002

RM’000

	Current year’s tax
	1,202
	5,446

	Transfer to deferred taxation account
	3,209
	5,831

	Total
	4,411
	11,277


The disproportionate tax charge of the Group is due to reinvestment allowance claimed by the subsidiary company.

The effective tax rates for the current quarter and current financial year to date ended 31 December 2002 were 33% and 18% respectively. These were attributed to certain expenses being disallowed for tax deduction in the current quarter.

11. 
Earnings per share (sen)

The calculation of basic earnings per share for the quarter is based on the net profit attributable to ordinary shareholders and the weighted average number of ordinary shares outstanding as follows:

	
	3 months ended

31 December 2002

RM 000
	12 months ended

31 December 2002

RM 000

	Group’s profit after taxation

attributable  to ordinary shareholders :


	8,863
	50,292

	Weighted average number of ordinary share in issue :-

Issued ordinary share at 1 January 2002

Effect of shares allotted on 10 April 2002


	‘000

280,000

   37,167
	‘000

280,000

   37,167

	Total
	 317,167
	 317,167


The calculation of diluted earnings per share is not applicable to the Company as there is no potential dilutive ordinary shares.


12.
Dividends 


An interim tax exempt dividend of 3% amounting to RM4.9 million was paid on 24 December 2002. In addition, the Directors recommend a final tax exempt dividend of 5% amounting to approximately RM8.3 million, thus totaling 8% or RM13.2 million of tax exempt dividend.
In the final quarter ended 31 December 2001, the Company paid to the sole shareholder, State Secretary, Penang, an interim tax exempt dividend of 0.5% amounting to RM700,000 on 30 November 2001 in respect of the financial year ended 31 December 2001.

13. Nature and amount of unusual  items

There is no unusual item in the current quarter and financial year to-date ended 31 December 2002 other than the staff retirement benefit changes as detailed under Note 23.
14. Changes in composition of the Group

There are no changes in the composition of the group for the current quarter and financial year to- date ended 31 December 2002.

15. Discontinued Operations

There is no discontinuing operation for the current quarter and financial year to-date ended 31 December 2002.

16. Seasonal or cyclical factors

There is no seasonality or cyclicality effect on the Group’s operations.

17. Segment information

There is no segmental information required to be disclosed as the Group operates principally within one industry and one country.

18.
Capital Commitments






31 December 2002
 31 December 2001

                            




RM000 


RM000   




Contracted but not provided for in the accounts 
118,000       

 49,000

Approved but not contracted for


154,000


293,000







======


======




                             

19.
Contingent liabilities

There is no material contingent liability or other liability that has become enforceable or is likely to become enforceable as at the date of the issue of this report.

20. Debt and equity securities

There is no issuance and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares respectively for the current quarter and current financial year to-date ended 31 December 2002.

21. Related party transactions

There are no significant non recurring related party transactions for the current quarter and current financial year to-date ended 31 December 2002.

22. Events subsequent to the balance sheet date

There is no material event subsequent to the balance sheet date up to the date of the issue of this report. 

23.
Nature and amount of changes in estimates

There are no material changes in estimates reported since the financial statements ended 31 December 2001 other than the change in estimates in the provision for staff retirement benefits as per the Employer Employee Collective Agreement. The effect of the change in estimates has reduced the current year’s profit by approximately RM2.8 million.

24.
Review of performance

The Group’s overall performance for the current quarter and current financial year to-date ended 31 December 2002 was considered satisfactory as follows:-

(i) Total revenue comprising sale of water and other operating income stood at RM42.2 million and RM169.6 million for the current quarter and current financial year to-date respectively. 

There was no major disproportionate fluctuation in the Group’s revenue during the current quarter as compared to the whole financial year ended 31 December 2002.  

(ii)
Total expenditure for the current quarter and current financial year to-date were RM28.9 million and RM108.1 million respectively. 

During the current quarter, the Group has provided for diminution in market value of investments amounting to RM1.1 million and additional staff retirement benefits amounting to approximately RM2.0 million in the accounts.

Accordingly, the Group recorded a pretax profit of RM13.3 million and RM61.6 million for the current quarter and current financial year to-date ended 31 December 2002 respectively.

25.

Variation of results against preceding quarter

The current quarter’s pre-tax profit of RM13.3 million was consistent with that of the preceding quarter ended 30 September 2002 of RM12.8 million, whilst the profit after tax was RM8.9 million and RM13.5 million in the current and preceding quarter respectively. The decrease in profit after tax was attributed to higher taxation resulting from certain expenses being disallowed for tax deduction in the current quarter. 

26.
Current year prospects

The Board of Directors believe that the Group will do better in 2003, after implementing various operational/management enhancement programs including the new methodology to lower non revenue water in year 2002 and the 24 Hour Call Centre.

Hence, we are ready with strategies in methodology and management to improve productivity and profitability of the Group. We will also strive to continue to be the leading organisation in water supply and its related services.

27.

Profit forecast

The Group has achieved a slightly higher profit after tax of RM50.3 million as compared to the profit forecast of RM50.2 million as set out in the Prospectus dated 22 February 2002.

28.
Unquoted investments and properties

There is no sale of unquoted investments and/or properties for the current quarter and current financial year to-date.

29.

Status of corporate proposal announced

There was a corporate proposal announcement as set out in the Prospectus dated 22 February 2002 in connection with the public issue and offer for sale of 51,000,000 and 97,950,000 ordinary shares of RM0.50 each respectively in the Company at an issue/offer price of RM1.30 per ordinary share and the listing of and quotation for its entire enlarged issued and fully paid-up ordinary share capital of the Company on the Main Board of the Kuala Lumpur Stock Exchange on 18 April 2002.

On 19 April 2002, we received a total net proceed (after deducting listing expenses) of approximately RM64.2 million from the above corporate proposal. As at 24 February 2003, a total of approximately RM30.3 million has been utilized to pay certain capital expenditure incurred by its subsidiary, Perbadanan Bekalan Air Pulau Pinang Sdn Bhd.

30.
Off  balance sheet financial instruments

During the financial year to-date, the Group did not enter into any contracts involving off balance sheet financial instruments.

31.
Changes in material litigation

There is no pending material litigation as at the date of the issue of this report.

32.
Authorisation for Issue


On 25 February 2003, the Board of Directors authorised this Interim Financial Report for issue.
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