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Gamuda Berhad (29579-T)

4th Quarter for  the Financial Year Ended 31 July 2002


Notes to the Accounts

1. Accounting Policies

The same accounting policies and methods of computation have been consistently applied in the financial statements of the current quarter and financial year to-date as compared with the recent year’s financial statements except for the exclusion of the proposed final dividend from the current year’s financial statements to comply with the new Malaysian Accounting Standards Board (MASB) Standard No. 19 on “Events After The Balance Sheet Date”. Such dividend, if approved by the shareholders at the forthcoming Annual General Meeting, will be accounted for in the shareholders’ equity as an appropriation of retained profits in the next financial year ending 31 July 2003.

2. Exceptional Items

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

3. Extraordinary Items

There were no extraordinary items for the current quarter and financial year to-date under review.

4. Taxation

The taxation figures consist of the following: -

     




     Current  

  Current 
    Last






     Quarter

  Year  

    Financial






     Ended
 
  Ended

    Year   Ended

   




     31 July 2002

  31 July 2002        31 July 2001






     (RM’000)

  (RM’000)
    (RM’000)

Current year   taxation
                     15,986

   63,566          
       41,626


Under/(over) provision 

               in respect of prior year            
          4,200     
           
     5,344       
         1,290


Deferred taxation

          2,787   
  
     5,014        
         1,589


Share of taxation of 

  associated companies

        14,674

   47,030      
       35,345
 




        37,647
              120,954 
       79,850

The effective tax rate of the Group is higher than the statutory tax rate principally due to losses of certain group companies which cannot be set off against profits made by other companies in the Group as there is no tax relief for the Group.

5. Profit on sale of unquoted Investments and / or Properties 

The disposal of the Company’s 50% equity in Sussen (Malaysia) Sdn Bhd has resulted in a gain of RM110,000 and RM164,000 to the Company and Group respectively during the financial year  under review.

6. Quoted Securities

(a) During the current year to-date, the Group has subscribed for a rights issue of quoted shares of RM92,000. The Group also disposed quoted shares of RM351,859 which resulted in a profit on sale of investment amounting to RM272,859. Total sale proceeds for the year to-date was RM624,718.

(b)
The following are the investments in quoted shares as at end of the reporting year to-date:-


RM’000

Total investments at cost
3,842

Total investments at carrying value/book value

(after provision for diminution in value)
3,579

Total investments at market value 
3,720

7.     
Change in the composition of the Group for the current year-to-date. 

Local

(a) On 4 September 2001, the Company completed its acquisition of 1,600,000 ordinary shares representing 80% of the issued and paid up share capital of  The Sweet Water Management Sdn Bhd [now known as Gamuda Water Sdn Bhd (“GWSB”)] for a total consideration of RM71,600,000. By an operation and maintenance agreement between Syarikat Pengeluar Air Sungai Selangor Sdn Bhd and GWSB, the latter was awarded the operations and maintenance of the water treatment plants known as Sungai Selangor Phase 3 for a period of 30 years. 

(b) On 3 January 2002, the Company entered into a Sale and Purchase Agreement to dispose Gamuda’s 50% equity interest in Sussen (Malaysia) Sdn Bhd comprising 100,000 ordinary shares of RM1.00 each and 400,000 redeemable cumulative preference shares of RM0.50 each for a cash consideration of RM610,000. The transaction was completed on 16 January 2002.

(c) On 27 February 2002, the Company subscribed for additional equity interest in Valencia Development Sdn Bhd (VDSB) comprising 4,800,000 new ordinary shares of RM1.00 each at the subscription price of RM1.00 per share and 270,000 Redeemable Preference Shares of RM1.00 each at a premium of RM99.00 per share for a total consideration of RM31.8 million. Pursuant to the share subscription, the Company’s equity interest in VDSB has increased from 80% to 98.8%.

(d) On 21 March 2002, the Company acquired the entire issued and paid up share capital of Gamuda Land Sdn Bhd (“GLSB”) comprising 2 ordinary shares of RM1.00 each for cash. The principal activity of GLSB is property  development.

(e) 
On 22 April 2002, through its wholly owned subsidiary, Gamuda Engineering Sdn Bhd, the Company acquired 70% of the issued and paid-up share capital of Megah Landscape Sdn Bhd, comprising 350,000 ordinary shares of RM1.00 each for a total cash consideration of RM350,000.

(f)
On 19 June 2002, the Company acquired the entire issued and paid up share capital of G.B. Kuari Sdn Bhd (“GB Kuari”) comprising 750,000 ordinary shares of RM1.00 each from its wholly owned subsidiary, Ganaz Bina Sdn Bhd (“Ganaz Bina”) for a total consideration of RM28,754,400.00. Following the acquisition, G. B. Kuari Sdn Bhd became a direct wholly owned subsidiary of the Company.

Overseas

(a) On 15 November 2001, the Company acquired the entire issued and paid-up share capital of Gamuda (Offshore) Private Limited (“GOPL”), a company incorporated in Mauritius, comprising  1,000 ordinary shares of US$1 each . Its principal activity is investment holding.

(b) On 15 November 2001, through its wholly owned subsidiary, GOPL, the company acquired 50% equity interest in Gamuda-WCT (Offshore) Private Limited (“GWOPL”), a company incorporated in  Mauritius, comprising 1,500 ordinary shares of US$1 each.

GWOPL is the holding company of Mapex Infrastructure Private Limited, the concession company undertaking the Panagarh-Palsit Highway project in the state of West Bengal (India).

(c) On 16 November 2001, through its wholly owned subsidiary, GOPL, the Company acquired 70% equity interest in Gamuda-WCT (India) Private Limited (“GWIPL”), a company incorporated in India, comprising 7,000 equity shares of Rs (rupees) 10 each. GWIPL is undertaking the engineering, procurement and construction activities of the Panagarh-Palsit Highway project in 

the state of West Bengal (India).

(d) On 18 March 2002, through its wholly owned subsidiary, GOPL, the Company acquired 50% equity interest in Suria Holding (O) Pvt Ltd (“SHOPL”), a company incorporated in  Mauritius, comprising 1,500 ordinary shares of US$1 each.

SHOPL is the holding company of Emas Expressway Private Limited, the concession company  undertaking the Durgapur Expressway project in the State of West Bengal (India).

8.
Status of Corporate Proposals


There are no other corporate proposals announced but not completed at the date of this report except as mentioned in item No 17.

9. 
Issuance and Repayments of debt and equity securities

There were no other issuance and repayments of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current financial year, except for  the issuance of  7,482,000 and 2,000 new ordinary shares of RM1.00 each pursuant to the exercise of the Employees’ Share Option Scheme and conversion of warrants respectively.

10. 
Group Borrowings and Debt Securities
Group borrowings and debt securities as at 31 July 2002 are as follows: -


 (RM’000)

Long Term Borrowings:-




(a) Bonds
(Nominal amount of 3% Redeemable       

                          Unsecured Bonds 2000/2007)




400,000

(b)        Term Loan (Secured)



43,089



443,089

Short Term Borrowing :-



(a)        Bankers’ Acceptance (Secured)



330




              Total

443,419

The short term borrowing of RM115 million has been fully repaid in December 2001.

The borrowings are Ringgit Malaysia denominated.

11. 
Contingent Liabilities

Contingent liabilities of the Group as at 17 September 2002 are as follows:

(RM’000)

- Unsecured 
275,946




This mainly relates to advance payment guarantees and performance bonds for the construction projects undertaken by the Group.

12. 
Off Balance Sheet Financial Instruments

The Group has no financial instruments with off balance sheet risk at the date of this report.

13. 
Material Litigation

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

14.
Segmental Reporting

Details of segmental analysis for the financial year ended 31 July 2002 are as follows:-

Analysis by activity:
Turnover
Profit Before Taxation
Total Assets

Employed


RM’000
RM’000
RM’000

Company and its subsidiaries




Engineering and construction
859,514
198,938
1,151,174

Manufacturing, quarry, water supply & others
80,135
17,656
197,318

Property Development
103,103
16,980
337,939






Sub-Total
1,042,752
233,574
1,686,431






Associated companies




Expressways

88,743
617,437

Water supply

             49,365
148,882

Property development

            29,858
189,625

Manufacturing and others

           (16,574)
83,958

Sub-Total

          151,392
1,039,902







1,042,752
384,966
2,726,333






15. 
Comparison with Preceding Quarter’s result

For the quarter under review, the Group recorded a turnover and profit before tax of RM318.7 million and RM108.7 million respectively as compared to RM265.0 million and RM110.5 million in the preceding quarter. The decrease in profit before tax is due to an additional amortisation of goodwill arising from the Company’s investment in an associated company. In the current quarter, the amortisation rate of that goodwill has changed from 20 years to 7 years retrospectively so as to better reflect the estimated economic benefits of the goodwill. The current quarter’s profit before tax (before adjusting for the additional goodwill) amounts to RM117.3 million which represents an increase of 6% from the preceding quarter’s profit before tax.
16. 
Performance Review of the Company and its Principal Subsidiaries

For the financial year ended 31 July 2002, the Group achieved a turnover of RM1,042.7 million and profit before tax of RM384.9 million as compared to turnover of RM831.3 million and profit before tax of RM276.0 million for the financial year ended 31 July 2001. The higher turnover and profit before tax is mainly due to higher work progress of  Sungai Selangor Supply Scheme Phase 3 project, commencement of Penchala Link of the Western Kuala Lumpur Dispersal Scheme and better performance registered by tolling, water concessions and property divisions of the group.
17. Material Events Subsequent to Year End

The Company has entered into the following agreements :-

1) a sale and purchase agreement dated 12th September 2002 with its wholly owned subsidiary, Reka Strategi Sdn Bhd (“RSSB”), for the disposal of its 80% equity interest in Gamuda Water Sdn Bhd (formerly known as The Sweet Water Management Sdn Bhd) (“G-Water”) comprising 1,600,000 ordinary shares of RM1.00 each (“G-Water Sale Shares”) to RSSB for a total consideration of RM120 million (“Proposed Disposal of G-Water”); and 

2) a sale and purchase agreement dated 13th September 2002 with its 30% owned associate company, Gabungan Cekap Berhad (“GCB”), for the disposal of its entire equity interest in RSSB comprising 2 ordinary shares of RM1.00 each (“RSSB Sale Shares”) to GCB for a total consideration of RM2.00 (“Proposed Disposal of RSSB”)

Upon completion of the disposal of the RSSB Sale Shares, RSSB and G-Water will cease to be subsidiaries of Gamuda. However, they will remain as associate companies of Gamuda via GCB.

The Proposed Disposals are expected to be completed in the financial year ending 31 July 2003 and it is expected to result in a gain of approximately RM39 million and RM48 million at Group and Company level respectively. 

18. Seasonal or Cyclical Factors

The Group’s results were not affected by any significant seasonal or cyclical factors.

19. Prospects for the Next Financial Year  

Barring unforeseen circumstances, the Group is expected to improve the level of group results in the next financial year. 
20. 
Variance of Forecast Profit and Profit Guarantee 

This is not applicable to the Group.

21.
Dividends 

(a)
Interim dividend in respect of financial year ended 31 July 2002 has been paid as follows:- 

i)
Amount per share of 5.00 sen less 28% taxation, paid on 3 May 2002, of which the entitlement of dividends was determined on the basis of the record of depositors as at 24 April 2002;

ii) Previous corresponding period is 4.00 sen, tax exempt.

(b)
Final dividend in respect of the financial year ended 31 July 2002 has been recommended as follows:- 

i) Amount per share of 5.00 sen less 28% taxation;

ii) Previous corresponding period is 4.00 sen less 28% taxation;

iii) Estimated date payable is February 2003, and 

iv) In respect of deposited securities, entitlement to dividends will be determined on the basis of the record of depositors as at book closure date.

(c) The total dividend per share for the current financial year is 10.00 sen less 28% taxation.

22.
Status of  Utilisation of  Proceeds from Bond and Rights Issue of Warrants

The following are the utilisation of the 3% Redeemable Unsecured Bonds 2000/2007 and Rights Issue Warrants proceeds as at end of the reporting period:-

Details activities
Proposed (RM’000)
Utilised (RM’000)

Repayment of borrowings
115,000
115,000

Part payment for land acquisition (Bandar Botanic)
 60,000
60,000

Working capital
 70,700
70,700

Expenses of Bonds Issue 
4,300
4,300

Investment in Gabungan Cekap Sdn Bhd               (Holding Company of Splash)
150,000 
78,000

Total
400,000
328,000

23. Associated Companies

Some of the associated companies adopted the accounting policy to capitalise interest incurred on borrowings for the construction of certain stretches of the Expressway already in use. The continued capitalisation of interest incurred for the construction of the Expressway already in use and deferral of post-construction interest represents a departure from the provisions of International Accounting Standard (IAS) No 23, Capitalisation of Borrowing Costs. IAS 23, is not, however, an approved accounting standard issued by the MASB. 

During the year, MASB issued MASB Standard No. 27, Borrowing Costs (“MASB 27”). The capitalisation of interest incurred after the commencement of the Expressway’s tolling operations will no longer be allowed under MASB 27. The Group has not adopted the requirements of MASB 27 as it is not effective until financial periods commencing on or after 1 July 2002. 

The proforma effects of complying with the requirements of MASB 27 on the Group’s net profit and retained profits, had the provisions of MASB 27 been complied in the preparation of the financial statements will be as follows:



31 July 2002



(RM’000)

Income Statement:



Net profit for the year as reported

          238,788

Share of net interest capitalised during the year    written-off

              (45,318)

Net profit for the year as adjusted

         193,470





Retained profits:



Retained profits carried forward as reported

         728,974

Share of net interest equalisation account written-off

         (180,022)

Retained profits carried forward as adjusted

        548,952

Report Dated: 
25 September 2002
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