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         SEREMBAN ENGINEERING BERHAD (“SEB”)

               (formerly known as Seremban Engineering Sdn. Bhd.)

                                                           (Company No: 45332-X)

  Notes on the quarterly report – 31 March 2010


PART A: EXPLANATORY NOTES PURSUANT TO FINANCIAL REPORTING STANDARD 134    


          (“FRS 134”) 

A1. Basis of preparation 

The interim financial statements are unaudited and have been prepared in compliance with FRS 134, Interim Financial Reporting issued by the Malaysian Accounting Standards Board (“MASB”) and paragraph 9.22 and Part A of Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities”).

The interim financial statements should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2009. 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 financial year ended 31 December 2009. 

     A2.
       Significant Accounting Policies

The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 December 2009, except for the adoption of the following new Financial Reporting Standards (“FRS”), Amendments to FRSs and Interpretations by the Group with effect from 1 January 2010.

FRSs, Amendments to FRSs and Interpretations

	FRS 7
	Financial Instruments : Disclosures

	FRS 8
	Operating Segments

	FRS 101
	Presentation of Financial Statements (Revised 2009)

	FRS 123
	Borrowing Costs (Revised)

	FRS 139
	Financial Instruments: Recognition and Measurement

	Amendments to FRS 7
	Financial Instruments: Disclosures

	Amendments to FRS 8
	Operating Segments

	Amendments to FRS 107
	Statement of Cash Flows

	Amendments to FRS 108
	Accounting Policies, Changes in Accounting Estimates and Errors

	Amendments to FRS 110
	Events after the Reporting Period

	Amendments to FRS 116
	Property, Plant and Equipment

	Amendments to FRS 117
	Leases

	Amendments to FRS 118
	Revenue

	Amendments to FRS 119
	Employee Benefits

	Amendments to FRS 123
	Borrowing Costs

	Amendments to FRS 127
	Consolidated and Separate Financial Statements: Costs of an Investment in a Subsidiary, Jointly Controlled Entity or Associate

	Amendments to FRS 128
	Investments in Associates

	Amendments to FRS 131
	Interest in Joint Ventures

	Amendments to FRS 132
	Financial Instruments: Presentation

	Amendments to FRS 134
	Interim Financial Reporting

	Amendments to FRS 136
	Impairment of Assets

	Amendments to FRS 139
	Financial Instruments: Recognition and Measurement

	IC Interpretation 9
	Reassessment of Embedded Derivatives

	IC Interpretation 10
	Interim Financial Reporting and Impairment


      A2.
       Significant Accounting Policies (cont’d)

Other than the application FRS 8 and FRS 101, the application of the above FRSs, Amendments to FRSs and Interpretations do not have any material impact on the financial position and results of the Group.

                      (a) 
       FRS 8 :  Operating Segments ( FRS 8 )

FRS 8 requires segment information to be presented on a similar basis to that used for internal reporting purposes. As a result, the Group’s segmental reporting had been presented based on the internal reporting to the chief operating decision maker who makes decisions on the allocation of resources and assesses the performance of the reportable segments. This standard does not have any material impact on the financial position and results of the Group.

                        (b)       FRS 101( revised )  : Presentation of Financial Statements

FRS 101 separates owner and non-owner changes in equity. Therefore, the current consolidated statement of changes in equity only includes details of transactions with owners. All non-owner changes in equity are presented as a single line labeled as total comprehensive income. Comparative information, with exception of the requirements under FRS 139, had been re-presented so that it is also in conformity with the revised standard. This standard does not have any material impact on the financial position and results of the Group.

(c)    Amendments to FRS 117(revised )  : Leases

Amendments to FRS 117 removes the classification of leases of land and of buildings, and instead, requires assessment of classification based on the risks and rewards of the lease itself. The reassessment of land elements of unexpired leases shall be made retrospectively in accordance with FRS 108. Therefore, the Group has reclassified the prepaid lease payments for land as land held in accordance with FRS 116. This amendment shall be presented on the statement of financial position as at the beginning of the earliest comparative period in accordance with FRS 101. 

	
	As previously reported

RM’000
	Effects on adoption of FRS 117

RM’ 000
	As restated

RM’000

	Property, plant and equipment 
	26,025,815
	195,261
	26,221,076

	Prepaid lease payments
	195,261
	(195,261)
	-


A3.         Qualification of Annual Financial Statements

The latest audited consolidated financial statements of SEB for the financial year ended 31 December 2009 were not qualified.

A4.         Seasonal and cyclical factors

The Group’s business operation results were not materially affected by any major seasonal or cyclical factors during the financial period ended 31 March 2010. However, the process equipment’s business operation result is very much dependent on the timing of completion of each project.

    A5.         Unusual nature and amounts of items affecting assets, liabilities, equity, net income or cash flows

   There were no items of unusual nature and amounts affecting assets, liabilities, equity, net income or cash flows

   during the financial period ended 31 March 2010.

      A6.         Changes in accounting estimates

       There were no changes in accounting estimates that have a material effect in the current quarter results.

      A7.          Debt and Equity Securities


               There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities for the 

               financial period under review except for items disclosed as follows:-

· The Company had undertaken a bonus issue of 58,072,000 new ordinary shares of RM0.50 each in SEB, credited as fully paid-up, on the basis of approximately 2,904 new ordinary shares of RM0.50 each for every existing 100 ordinary shares of RM0.50 each in SEB, by way of capitalising an aggregate RM28,009,000 out of retained earnings and RM1,027,000 out of the revaluation reserves of SEB after the incorporation of a net revaluation surplus of RM3,693,973 arising from the valuation of the properties of SEB. The Bonus Issue was completed on 31 March 2010.

      A8.          Dividend Paid

During the financial period ended 31 March 2010, a final tax-exempt dividend amounting to RM5.5 million in respect of financial year ended 2009 was paid on 26 March 2010.

      A9.
Segment information


The Group is principally engaged in the fabrication of process equipment and metal structure and the provision of maintenance, repair and shutdown works. Therefore, business segmental information has not been prepared as the Group’s revenue, operating profit, assets employed, liabilities, capital expenditure, depreciation and non-cash expenses are confined to one business segment and located in Malaysia.


Major segments analysed by geographical location of customers are as follows:-
























        Quarter and











                year-to-date ended

	
	31.03.2010
	31.03.2009

	
	RM
	RM

	Revenue
	
	

	-Domestic
	2,417,634
	7,179,857

	-Overseas
	3,934,317
	10,851,364

	
	6,351,951
	18,031,221


A10.   
Carrying Amount of Revalued Assets

SEB had on 22 July 2009 revalued its landed properties based on a valuation carried out by a registered valuer with an independent firm of professional valuers, using the “cost, comparative and investment method” basis. 

A11.      Capital Commitments

                    The amount of capital commitments are as follows:











                               RM


       Approved and contracted for:



Purchase of property, plant and equipment





 1,632,527                            

A12.       Material events subsequent to the end of the interim period


       Save as disclosed under Note 8 of Part B below, there were no material events subsequent to the end of the 

       current quarter under review.

A13.       Changes in the composition of the Group

There were no changes in the composition of the Group during the financial period-to-date.

A14.       Changes in contingent liabilities and contingent assets

As at the date of this announcement, there were no material contingent liabilities and contingent assets incurred by the Group which, upon becoming enforceable, may have a material impact on the financial position of the Group. 

PART B: 
ADDITIONAL INFORMATION REQUIRED BY THE LISTING REQUIREMENTS OF BURSA SECURITIES 

B1.
Review of performance 

The current quarter results showed a Group revenue of RM6.3 million and a loss after taxation (LAT) of RM0.26 million as compared to a revenue of RM18.0 million and profit after taxation (PAT) of RM2.32 million in the corresponding quarter of the previous financial year. The LAT was mainly due to lower sales recognized in the current quarter.

 B2.
Variation of results against preceding quarter 

The loss after taxation of RM0.26 million for the current quarter as compared to the profit after taxation in preceding quarter of RM3.06 million was mainly due to lower sales recognized in the current quarter

 B3.         Prospects 2010

The Group is of the view that the economic outlook for the manufacturing in the fabrication of process equipment and metal structure and the provision of maintenance, repair and shutdown works remain challenging, hampered by worries on Europe debt crisis. Nevertheless, the Group will intensify its effort to further expand the market presence to fabricate process equipment facilities for the oil and gas industry, waste treatment plants, food processing and pharmaceutical industries. The Group believes that the company will achieve better performance in the coming quarters with the completion and deliveries of the secured job orders as well as growing enquiries and opportunities for projects tenders. 

Barring any unforeseen circumstances, the Group aims to achieve satisfactory performance in 2010.

        B4.
Profit forecast or profit guarantee 


Not applicable as there was no profit forecast or profit guarantee issued by the Group.

B5.
Tax expense 
   











       Quarter and










               Year-to-date ended

	
	31.03.2010
	31.03.2009

	
	RM
	RM

	Income Tax
	1,895
	781,708

	Deferred Tax
	(1,233)
	6,367

	Total
	662
	788,075


       B6.
        Unquoted investments and/or properties 

The Group has not disposed of any unquoted investments and/or properties during the current quarter under review.

B7.
Quoted Securities 

There was no purchase or disposal of quoted securities during the financial period under review.

B8.
Corporate Proposals

(a) IPO

On 14 April 2010, the Group launched its Prospectus for its Initial Public Offering of 28,000,000 Ordinary Shares of RM0.50 each comprising:-

· Renounceable restricted offering of 8,000,000 Ordinary Shares of RM0.50 each by way of a renounceable


restricted offer to the Entitled Shareholders of Success Transformer Corporation Berhad (“ Success 


Transformer”) on the basis of 1 Ordinary Share of RM0.50 each in our Company for every 15 existing 


Ordinary Shares of RM0.50 each held in Success Transformer as at the Entitlement Date;

· Issue of 3,500,000 new Ordinary Shares of RM0.50 each to the eligible Directors and employees of 
Success Transformer and its subsidiaries, our Company and our Group of companies (“Group”) and persons who have contributed to the success of our Group;

·  Issue / offer of 10,000,000 Ordinary Shares of RM0.50 each by way of private placement to Bumiputera


         investors approved by the Ministry of International Trade and Industry; and

· Issue of 6,500,000 new Ordinary Shares of RM0.50 each to the Malaysian Public.

at an issue / offer price of RM0.85 per Ordinary Share of RM0.50, each payable in full upon application, in conjunction with our listing on the Main Market of Bursa Malaysia Securities Berhad.

The admission to the official list and listing of and quotation for the entire enlarged issued and paid-up share capital of RM40,000,000 comprising of 80,000,000 Ordinary Shares of RM0.50 each of the Company on the Main Market of Bursa Securities was completed on 10 May 2010.

(b) Utilisation of proceeds

As at the date of this report, the total gross proceeds of RM16.9 million arising from the Public Issue have been utilised in the following manner:

	Details of the utilisation of proceeds
	Estimated timeframe for utilisation from the date of listing
	Proposed utilisation
	Actual utilisation

	
	
	RM’000
	RM’000

	Purchase of plant and  machinery and extension/ upgrading of properties
	Within 12 months
	9,000
	-

	Repayment of borrowings
	Within 3 months
	3,000
	-

	Working capital
	Within 6 months
	2,939
	-

	Defray estimated listing expenses
	Within 1 month
	2,000
	1,799

	Total gross proceeds
	
	16,939
	1,799



	
	
	
	


B9.
Group Borrowings

The Group’s borrowings as at 31 March 2010 were as follows:-

	
	RM

	Current
	

	Secured – Bank overdraft

              – Term loans

              – Trade bills
	271,754

1,178,968

6,520,000

	
	7,970,722

	Non- current
	

	Secured – Term loans
	3,490,964

	
	11,461,686

	
	


B10.
Off Balance Sheet Financial instrument 

There was no off balance sheet financial instrument as at the date of this report that might materially affect the Group’s business operation.

B11.
Changes in material litigation 

There was no material litigation against the Group as at the reporting date.

B12.       Dividends 


The Board of Directors does not recommend any dividend in respect of financial period ended 31 March 2010.

B13.
Earnings per ordinary share (sen) 

                      (a) Basic

The calculation of basic earnings per ordinary share for the current quarter is based on the net loss attributable to ordinary shareholders of RM266,071 and the weighted average number of ordinary shares outstanding during the quarter of 60,072,000.


The calculation of basic earnings per ordinary share for the current year to date is based on the net loss attributable to ordinary shareholders of RM266,071 and the weighted average number of ordinary shares outstanding during the quarter of 60,072,000. 

	
	Current quarter
	Current year-to-date

	Basic earnings per share
	RM
	RM

	Net loss attributable to ordinary equity holders of the company
	(266,071)
	(266,071)

	Weighted average number of ordinary shares in issue
	60,072,000
	60,072,000

	Basic earnings per share (sen)
	(0.44)
	(0.44)



(b) Diluted


The diluted earnings per share of the Group were not presented as there were no dilutive potential ordinary shares during the financial year.

By Order of the Board

Wong Chee Kian

Managing Director
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