WAH SEONG CORPORATION BERHAD (Company No: 495846-A)

Quarterly Report on Consolidated Results for the Fourth Quarter and year ended 31 December 2003.

These figures have not been audited.

NOTES TO INTERIM FINANCIAL REPORT

1. Accounting policies

The interim financial report is unaudited and has been prepared in accordance with MASB 26 Interim
 Financial Reporting and Appendix 9B of the Kuala Lumpur Stock Exchange (KLSE) Listing Requirements. 

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the annual financial statements for the year ended 31 December 2002, except for the adoption of the following new MASB standards where applicable:-

1) MASB 25 “Income Taxes”

2) MASB 27 “Borrowing Costs”

3) MASB 28 “Discontinuing Operations”

4) MASB 29 “Employee Benefits”

(a)   Changes in Accounting Policies

Under MASB 25, deferred tax liabilities are recognized for all taxable temporary differences. Deferred tax assets are recognized for all material deductible temporary differences when it is probable that sufficient taxable profit will be available against which the deductible temporary differences can be utilized.

Previously, deferred taxation is provided on the liability method for taxation in respect of all material timing differences except where it is thought reasonably probable that the tax effects of such deferrals will continue in the foreseeable future. Deferred tax benefits are only recognized where there is a reasonable expectation of realization in the near future.

(b) Effects of Changes

(i)   Prior Year Adjustment

The changes in accounting policies have been applied retrospectively and the effects are as follows:-
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(ii)  Effects on net profit for the current financial period

The effects on the net profit for the current financial period under review are not material.

2.
Qualification of Financial Statements

The audited report of the preceding annual financial statements was not subject to 
any qualification.

3.
Seasonal or cyclical factors

The Group’s operation was not significantly affected by seasonal or cyclical factors.

4.
Unusual items

There were no items affecting assets, liabilities, 
equity, net income, or cash flows that were unusual because of their nature, size, or incidence.

5. Changes in estimates

There was no significant change in estimates of amounts reported in prior interim periods 
that have a material effect in the current interim period.

6. Issuance and repayment of debt and equity securities 

During the fourth quarter 2003, total of 2,396,998 (Year to date: 24,055,750) ordinary shares of RM0.50 each were issued pursuant to conversion of RM1,198,499 (Year to date: RM12,027,875) irredeemable convertible unsecured loan stock 2002/2012 .

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

7. Dividend 

There was no dividend paid during the current quarter ended 31December 2003.

The Board recommended a first and final dividend of 3.0% less income tax of 28% in respect of the financial year ended 31 December 2003 to be approved by the shareholders at the forthcoming Annual General Meeting.

8. Segment information
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9. Unquoted investment and properties

Other than in Note 11, there were no other acquisition and disposal of unquoted investment and / or properties.

For the financial quarter ended 31 December 2003, the Group recorded a net profit of RM314,899 on disposal the following properties:

1) 6 units of apartment in Bandar Sri Permaisuri, Kuala Lumpur
.
2) 1 unit of 3 storey shop house in Petaling Jaya
10. Event subsequent to the balance sheet date

Saved as disclosed below, there were no material subsequent event since the end of the current quarter until the 
date which is not earlier than 7 days from the date of issuance of this quarterly report:-

(i) 
On 18 January 2004 the company had made announcement that its wholly owned subsidiary company, WS International Ventures (B.V.I) INC has completed the disposal of its entire 51% registered capital in Tianjin Fei Ying Plastics Construction Material Co., Ltd.

11.
Changes in the composition of the Group

The changes in the composition of the Group for the quarter are 
as follows: -

(a) On 15 October 2003 to the company had made announcement that the subsidiary company, Wah Seong China Limited had, invested and acquired the entire issued and paid up capital of Ashburn International, Inc. registered in the United States of America for USD473,536.35 (equivalent to RM1,799,438.13 based on the exchange rate of RM3.80 to USD1.00).

(b)
On 23 October 2003 the company had made announcement that its wholly owned subsidiary company, WS International Ventures (B.V.I) INC. had divested its 51% registered capital in its subsidiary company, Tianjin Fei Ying Plastics Construction Material Co., Ltd to Tianjin Site Plastics Construction Materials Co., Ltd for a sum of Renminbi/RMB6,426,000.00 (equivalent to RM2,949,534.00 based on the exchange rate of RMB1.00 to RM0.459.)

(c)
On 31 October 2003 the company had made an announcement that the Proposed Acquisition XI of the Internal Restructuring, which was announced on 24 January 2003, has been rescinded. The two subsidiary companies, PPSC Industrial Holdings Sdn Bhd and PPSC Industries Sdn Bhd have mutually entered into a Deed of Revocation on 31 October 2003 to terminate the Shares Sale Agreement entered into on 24 January 2003.

(d) 
On 7 November 2003 the company had made announcement that its wholly owned subsidiary company, Wah Seong Industrial Holdings Sdn Bhd had entered into Shares Sale Agreement with Hicom Holdings Berhad to acquire up to 12,901,975 ordinary shares of RM1.00 each in Petro-Pipe Industries (M) Sdn Bhd (“PPI”) representing up to 29.86% equity interest in PPI, for a total purchase consideration of RM30,500,000.00.

(e) On 7 November 2003 the company had made announcement that its subsidiary company, Petro-Pipe Industries (M) Sdn Bhd had entered into Shares Sale Agreement with Hicom Holdings Berhad to acquire up to 2,738,572 ordinary shares of RM1.00 each in PPSC Industrial Holdings Sdn Bhd (“PPSC-I”) representing up to 20.29% equity interest in PPSC-I, for a total purchase consideration of RM48,900,000.00.

(f) On 2 December 2003 the company had made announcement that its wholly owned subsidiary company, Wah Seong Industrial Holdings Sdn Bhd agreed to further increase its equity stake in Petro-Pipe Industries (M) Sdn Bhd vide the acquisition of Nippon Steel Corporation (“NSC”)’s and Marubeni-Itochu Steel Incorporated (“MISI”)’s entire stakes in PPI of 414,000 shares and 207,000 shares respectively.

(g) On 12 December 2003, the company had made announcement that its sub-subsidiary company, Botco Sdn Bhd, (“Botco”) had completed the acquisition of the 70.02% equity stake in Material Performance Engineering Sdn Bhd (“MPE”) and its wholly owned subsidiary, MPE Lindung Sdn Bhd (“MPEL”) from Ancom Energy and Services Sdn Bhd (“AES”), which is a 55% owned subsidiary of Ancom Berhad.

(h) On 16 December 2003 the company had made announcement that its sub-subsidiary company, PPSC (HK) Limited, had inter alia on 9 December 2003, established a wholly owned subsidiary company in Thailand known as PPSC (Thailand) Limited for Bht250,000.00 (equivalent to RM23,000.00 based on the exchange rate of Bht100.00 to RM9.20) only.

12.
Capital commitment
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13.
Operating Lease Commitments

The lease commitment is in respect of a land held under Lot H.S.(D) 3831, P.T. 1627 in the Mukim of Kuala Lumpur Kuantan, Kuantan, Pahang with Lembaga Pelabuhan Kuantan. The lease expires on 28 February 2011.

Total future minimum lease payments under non-cancelable operating leases are as follows:-
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14. Related party transaction
s

Related party transactions during the quarter ended 31 December 2003 are as follows:- 

a. On 15 October 2003 to the company had made announcement that the subsidiary company, Wah Seong China Limited had, invested and acquired the entire issued and paid up capital of Ashburn International, Inc. registered in the United States of America for USD473,536.35 (equivalent to RM1,799,438.13 based on the exchange rate of RM3.80 to USD1.00).

b. On 7 November 2003 the company had made announcement that its wholly owned subsidiary company, Wah Seong Industrial Holdings Sdn Bhd had entered into Shares Sale Agreement with Hicom Holdings Berhad to acquire up to 12,901,975 ordinary shares of RM1.00 each in Petro-Pipe Industries (M) Sdn Bhd (“PPI”) representing up to 29.86% equity interest in PPI, for a total purchase consideration of RM30,500,000.00.

c. On 7 November 2003 the company had made announcement that its subsidiary company, Petro-Pipe Industries (M) Sdn Bhd had entered into Shares Sale Agreement with Hicom Holdings Berhad to acquire up to 2,738,572 ordinary shares of RM1.00 each in PPSC Industrial Holdings Sdn Bhd (“PPSC-I”) representing up to 20.29% equity interest in PPSC-I, for a total purchase consideration of RM48,900,000.00.

d. On 12 December 2003, the company had made announcement that its sub-subsidiary company, Botco Sdn Bhd, (“Botco”) had completed the acquisition of the 70.02% equity stake in Material Performance Engineering Sdn Bhd (“MPE”) and its wholly owned subsidiary, MPE Lindung Sdn Bhd (“MPEL”) from Ancom Energy and Services Sdn Bhd (“AES”), which is a 55% owned subsidiary of Ancom Berhad.

Other information required by KLSE’s Listing Requirement

15.
Review of performance of the Company and its principal subsidiary companies for the current quarter and financial period-to-date

The Group achieved revenue of RM159.6 million for the current quarter and RM686.8 million for the financial year ended 31 December 2003.

As compared to the corresponding quarter in 2002, the group’s revenue declined by 4.7%. However, on year to date basis, the Group registered higher revenue of RM686.8 million in 2003 which represented an increase of RM43.1 million or 6.7% as compared to RM643.7 million in 2002. This increase in revenue is mainly due to improved performance in the three divisions, namely, Oil & Gas, Building Materials and Industrial Engineering. The Oil & Gas Division remains the largest contributor, accounting for about 39% of the group’s revenue and 78% of the profit before taxation.

On profit before taxation, the Group recorded RM11.1 million for the current quarter and RM57.3 million for the financial year ended 31st December 2003.
Compared to the corresponding quarter in 2002, the Group’ profit before taxation recorded an increase of RM3.7 million or 49.2%. This increase in profit before taxation was due mainly to higher contribution from the Oil & Gas and Building Materials divisions. However, the Industrial Engineering and Infrastructure Divisions registered lower contribution due to the slowdown in foreign direct investments and the prevalence of very competitive market conditions respectively.

On the year to date basis, the Group registered a decline in profit before taxation of RM1.1 million or 1.9%. This decline was attributed to lower contribution from the Infrastructure Division. As for the Building Materials Division, the lower contribution is due to lower results registered by the manufacturing of piling pipes business. However, Oil & Gas division recorded an increase in profit before taxation of RM1.5 million.

Notwithstanding the decline in the profit before taxation, the Group recorded higher net profit of RM22.3 million for the financial year ended 31 December 2003 as compared to net profit of the previous financial year of RM21.9 million (before adjustment of the pre-acquisition profit of RM10.8 million).
16.
Material changes in the profit before taxation for the current quarter as 
compared with the immediate preceding quarter

The profit before taxation of the Group registered a decline of RM4.2 million or 27.6% over the preceding quarter. This decline in profit before taxation is mainly attributed to lower contribution from the Oil & Gas Division of RM4.4 million and Infrastructure Division of RM1.6 million which was partially offset by the higher contribution from Building Materials Division of RM0.8 million and Others Division of RM0.9 million.
17. Current period prospect

Based on the continued surge in demand for energy sources to fuel the recovery and demand the Oil & Gas Division will continue to see business improvement as well remaining as the leading contributor of profits to the Group in the 2004.

The other Divisions, namely, Industrial Engineering, Infrastructure and Building Materials are expected to contribute positively to the Group’s results in tandem with the anticipated increase in GDP growth in 2004 to 5.4% compared to an estimate of 4.5% for 2003.
Furthermore the Industrial Engineering Division will benefit from the recovery of the global economies through increase in foreign direct investments and improvement in private investment in the Asean region. As for the Infrastructure Division, the priority infrastructure projects, i.e. water and sewerage related projects and water pipe replacement will also augur well for that Division.
18.
Taxation

Taxation comprises the following:
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The effective tax rate of the Group was lower than the statutory tax rate mainly due to the following:                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                          
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19.
Valuation of Property, Plant and Equipment

There were no amendments to the valuation of property, plant and equipment during the financial year.
20. Purchase or disposal of quoted securities

(a)
Total purchase and sales of quoted securities for the current financial year ended 31 December 2003 are as follows:-
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(b)
Investment in quoted securities as at 31 December 2003 are as follows:
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21. Profit forecast

The Group did not issue any profit forecast for the year.

22. Status of corporate proposals

Saved as disclosed below, there were no corporate proposals announced but not completed as at the date of this 
announcement:-

a)
On 7 November 2003 the company had made announcement that its wholly owned subsidiary company, Wah Seong Industrial Holdings Sdn Bhd had entered into Shares Sale Agreement with Hicom Holdings Berhad to acquire up to 12,901,975 ordinary shares of RM1.00 each in Petro-Pipe Industries (M) Sdn Bhd (“PPI”) representing up to 29.86% equity interest in PPI, a subsidiary for a total purchase consideration of RM30,500,000.00.

b) On 7 November 2003 the company had made announcement that its wholly owned subsidiary company, Wah Seong Industrial Holdings Sdn Bhd had entered into Shares Sale Agreement with Hicom Holdings Berhad to acquire up to 2,738,572 ordinary shares of RM1.00 each in PPSC Industrial Holdings Sdn Bhd (“PPSC-I”) representing up to 20.29% equity interest in PPSC-I, a subsidiary for a total purchase consideration of RM48,900,000.00.

c) On 2 December 2003 the company had made announcement that its wholly owned subsidiary company, Wah Seong Industrial Holdings Sdn Bhd agreed to further increase its equity stake in Petro-Pipe Industries (M) Sdn Bhd vide the acquisition of Nippon Steel Corporation (“NSC”)’s and Marubeni-Itochu Steel Incorporated (“MISI”)’s entire stakes in PPI of 978,696 shares and 489,348 shares respectively.

23. Group borrowings and debt securities

The Group borrowings are mainly denominated in Ringgit Malaysia.
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24. Off balance sheet financial instruments

Save as disclosed, the Group does not have any financial instruments with off balance sheet risk as at 18 February 2004. The net unrecognized profits at 31st December 2003 on forward contracts for future purchases amounted to RM25,374.

The foreign currency exchange amount to be paid and contractual exchange rates 
of the Group‘s outstanding forward contracts are as follows:
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25. Material litigation



Save as disclosed below, there were no material litigations pending since 18 November 2003 up to 18 February 2004.

(a)(i)
PENANG HIGH COURT

  

CIVIL SUIT NO: 22-199-2001  

Petro-Pipe Industries (M) Sdn Bhd (“PPI”) had on 9 May 2001 filed a Writ of Summons at the Penang High Court against Kingsar Sdn Bhd (“Kingsar”) for a principal sum of RM580,000 being the balance amount due in relation to the supply of pipes by PPI to Kingsar. As the said Kingsar had not entered Appearance within the stipulated period, Judgement in Default of Appearance was entered against the said Kingsar on 8 June 2001. Subsequently, pursuant to an Application by Kingsar to set aside the Judgement in Default, the said Judgement in Default was set aside by the Court. PPI’s Solicitors have advised that an Application for Summary Judgement be filed against Kingsar. Kingsar’s Solicitors in the meanwhile were requesting that the matter be transferred to the Miri High Court as Kingsar has its place of business in Miri. Kingsar’s Solicitors have also, in their proposed Draft Defence and Countercalim prepared in support of their Application to set aside the Judgement in Default, put forward a Counterclaim against PPI for the sum of RM1,356,014.

PPI’s solicitors are of the opinion that PPI should obtain Judgement against Kingsar for the sum of RM580,100 and also has an arguable defence to any counterclaim by Kingsar. Meantime, PPI and Kingsar have reached an understanding whereby both parties are now finalizing the settlement details and the same is expected to be settled before the first quarter of year 2004. 

(a)(ii)
KUALA LUMPUR HIGH COURT

COMPANIES W-UP NO: D6-28-409-2002  

Petro-Pipe Industries (M) Sdn Bhd (“PPI”) had on 10 May 2002 filed a Winding Up Petition (“Petition”) at the Kuala Lumpur High Court against Fieldwork Engineering Sdn Bhd (“Fieldwork”) for the principal sum of RM1,289,227.22 being balance purchase price for goods sold and delivered at the orders or request of Fieldwork.

Fieldwork was wound-up on 9 July 2003 vide Kuala Lumpur High Court Companies Winding Up No. D1-28-1170-2002 and the Company’s Solicitors have been instructed to commence the necessary legal action to wind–up Fieldwork’s holding company, FW Industries Sdn Bhd as a guarantor after demands for payment were ignored. 

Meantime, PPI’s Solicitors will also support a Winding-Up Petition which was filed by another party against the Guarantor vide Shah Alam High Court Companies Winding-Up No. MT1-28-207-2002 which matter is now fixed for mention on 25 February 2004. 
(a)(iii) 
PENANG HIGH COURT

  

SUMMONS NO: MT1-22-454-2002  

Petro-Pipe Industries (M) Sdn Bhd (“PPI”) had on 24 August 2002 filed a Writ of Summons (“the Writ”) at the Penang High Court against Najatech Engineering & Plumbing Services Sdn Bhd (“Najatech”/”the First Defendant”) and Rosidah Binti Ismail and Md. Saad Bin Md Zin (“the Second” and “Third” Defendants as Guarantors) for the principal sum of RM1,495,995.17 and all interest accruing thereon being balance purchase price for goods sold and delivered at the orders or request of Najatech.

PPI’s solicitors’ have obtained an order to effect substituted service against the First Defendant on 29 January 2003 and PPI’s solicitors have applied to extend the validity of the Writ in order to effect substituted service of the same on the First Defendant. PPI’s Solicitors have also written reminders to the Timbalan Pendaftar of the Penang High Court to expedite the extraction of the Summons in chambers filed on 23 October 2003.

The Second Defendant has been adjudicated a bankrupt since 19 December 2002 and PPI’s Solicitors will proceed to file the necessary Proof of Debts Form against the Second Defendant upon confirmation of the same from the Official Assignee’s office (Penang Island) and Messrs Sabariah & Partners. 

Meantime, PPI’s solicitors have successfully served the Bankruptcy Notice against the Third Defendant on 30 September 2003 and will continue with bankruptcy proceedings against him.

(b)(i)
KUALA LUMPUR HIGH COURT



WRIT NO.: D2-22-1419-98

Petro-Pipe Concrete Piles Sdn Bhd (“PPCP”) had on 12 May 1998 filed a Writ of Summons At High Court at Kuala Lumpur against C.T.A. Realty Sdn Bhd ( “CTA”), CTA for the principal sum of RM806,031.70 being the balance price for concrete piles supplied to CTA and Cygal Berhad ( “ CYCAL”) as guarantor for CTA. On the advice of PPCP’s solicitors, an application for final judgement to be entered summarily (“the Application”) against CTA and CYGAL was subsequently made on 10 June 1998. The Application was heard on 23 July 1998 wherein the same was adjourned to enable CTA and CYGAL to appeal against the preliminary ruling of the Court in favour of PPCP.

On  4 August 1998, CTA and CYGAL obtained a  restraining order vide OS No. D4-24-330-98. The scheme of arrangement pursuant to Section 176 of the Companies Act 1965 (“the Scheme’) was sanctioned by the Court on 23 December 1999 and approved by the creditors ( inclusive of financial institutions) sometime in August 2001 wherein, CYGAL shall, among others, issue Irredeemable Unsecured Loan Stock ( “ICULS”) to its creditors. 

PPCP’s solicitors have informed that:-

the Securities Commission (SC) has since approved the proposed share exchange wherein the Newco shall cause to be issued, among others, 3-year zero coupon ICULS to the creditors. 

Messrs PKF has been appointed as the independent auditors to carry out an investigative audit on CYGAL’s losses in the previous years. This is in compliance with one of the conditions imposed by the SC in approving the restructuring scheme of CYGAL, vide its letter dated 11 December 2002.

PPCP’s Solicitors are of the opinion that implementation of the scheme will inevitably be time consuming. However, CYGAL will be obliged under the scheme to make provisions for the outstanding sum owed to PPCP and the ICULS will be issued after listing of the Newco.

There has been no material announcement pertaining to the restructuring scheme as at to-date save and except that Messrs PKF has completed its investigative audit on CYGAL’s past losses for financial years ended 31 December 1998 to 31 December 2002 and the same has been submitted to the SC on 8 September 2003.

There have been no further developments on Cygal Berhad’s restructuring plans as of    1 November 2003. In the interim, this matter is now fixed for further mention on 30 January 2004 pending issuance of the ICULS. Since the ICULS have not been issued and a further extension of 9 months till 30 September 2004 has been given by the SC vide letter dated 16 December 2003 for Cygal to implement the restructuring scheme, PPCP’s solicitors will obtain a further mention date on 30 January 2004. 

(b)(ii) 
KUALA LUMPUR HIGH COURT 



WRIT NO.: D4-22-79-96

PPCP’s claim against Zap Piling (M) Sdn Bhd, Classic Landmark (M) Sdn Bhd , Chor Chong Lean and Ng Kok Seng (“the Defendants”) is for RM1,620,191.45 ( interest plus principal sum of RM 1,406,258.84). The claim against Zap Piling (M) Sdn Bhd and Classic Landmark (M) Sdn Bhd are as Contractor and Developer respectively of a project whereby goods were sold and delivered to them by PPCP whereas, PPCP’s claim against Chor Chong Leen and Ng Kok Seng are based on a guarantee and indemnity dated 18 November 1994.  

There was a counterclaim filed by Classic Landmark (M) Sdn Bhd for alleged losses and damages with an unspecified liquidated sum. However, when the matter came up for hearing under Case Management by the Court on 12 March 2002, PPCP’s solicitors, Messrs Oh Seng Dee Co, were informed by the solicitor for Zap Piling (M) Sdn Bhd hat Classic Landmark (M) Sdn Bhd had already been wound up. Meantime, with respect to the claim against Zap Piling (M) Sdn Bhd, Chor Chong Leen and Ng Kok Seng, the court has advised the parties to try to settle this matter. According to the PPCP’s solicitors, Classic Landmark’s counter claim against PPCP no longer subsists and PPCP should be able to obtain judgment against the remaining Defendants. 

There are no material changes since the last hearing date and the court has yet to fix a new mention date for Case Management pending preparation of the matter set for trial.

26. Earnings per share
 (EPS)



Basic earnings per share

The basic earnings per share for the current quarter and current financial year has been computed based on profit after taxation and minority interest of RM7.962 million for the current quarter and RM22.256 million for the current year to date and the weighted average number of ordinary shares of RM0.50 each 327,819,336 for the current quarter and current financial year calculated as follows:
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Diluted earnings per share

The diluted earnings per share for the current quarter and current financial year has been computed based on profit after taxation and minority interest of RM8.329 million for the current quarter and RM23.788 million for the current period to date after adjusting for interest saving on ICULS and the weighted average number of ordinary shares of RM0.50 each 482,308,986 for current quarter and current year to date.
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27. Contingent Liabilities

There were no contingent liabilities arising since 30 September 2003 other than in respect of financial assistance given by PPSC (HK) Limited, a subsidiary company.

The financial assistance is made through a financial institution by the issuance of a performance Bond and Advance Payment Bond which in aggregate amounted to Euro 1,530,999 in favour of Saipem S.P.A. (“Saipem”) on behalf of its associated company, NC41-LCS LIMITED (“NC41”). The financial assistance was given pursuant to a subcontract agreement entered into between NC41 and Saipem to undertake the Bahr Essalam Project in the Middle East.
By Order of the Board

Lam Voon Kean

Company Secretary

Penang

25th February 2004

�MASB 26 16(a)


�MASB 26 16(b)


�MASB 26 16(c)


�MASB 26 16 (d)


�MASB 26 16 ( e)


�MASB 26  16 (f)


�MASB 16 (h)


�Refer to working A & J


�Total gain on disposal- RM 0.041 mil 


�MASB 26  16 (j)


�MASB 26 16 K


�MASB 26-17 (e)





�MASB 26-17 (j)





�KLSE APP 9 B  Part A  (4)


�KLSE APP 9 B Part A ( 4)


�KLSE App 9B Part A (5)


�Refer working F


�KLSE App 9B Part A (7)





�Refer  working E4


�KLSE App 9B Part A (8)





�KLSE App 9B Part A (9)





�KLSE App 9B Part A (10)





�As per PMT account


�KLSE App 9B Part A (11)








�KLSE App 9B Part A (13)





�Refer working I





PAGE  
5

