      APB RESOURCES BERHAD

      (Company No.:564838-V)
      Notes on the quarterly report – 30th September 2004





PART A: EXPLANATORY NOTES AS PER MASB 26

A1. Basis of preparation 
These interim financial statements are unaudited and have been prepared in accordance with the Malaysian Accounting Standards Board (MASB) Standard No. 26 “Interim Financial Reporting” and paragraph 9.22 of the Bursa Malaysia Securities Berhad (“Bursa Malaysia”) Listing Requirements and should be read in conjunction with the company’s annual audited financial statements for the year ended 30 September 2003.
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f) 
g) 
h) 
i) 
a) 
b) 


The accounting policies and presentation adopted for the interim financial statements are consistent with those adopted for the last annual audited financial statements.

A2. Audit report

There were no audit qualifications on the annual financial statements for the year ended 

30 September 2003.
A3. Seasonal and cyclical factors

The group’s results are not materially affected by any major seasonal or cyclical factors.
A4. Exceptional and extraordinary items

There was no exceptional and/or extraordinary items for the current quarter under review.
A5. Material changes in estimates

There were no material changes in estimates of amount reported in prior financial years that have a material effect in the current quarter under review.
A6. Issuances and repayment of debt and equity securities


During the quarter under review, an amount of 197,207 ICPS was converted into 197,207 ordinary shares of RM1.00 each in the Company. These additional shares arising was subsequently listed on the Main Board of Bursa Malaysia.
Other than the above, there was no issuance or repayment of debt and equity securities during the quarter under review.





A7. Dividend


No dividend was declared for the year as the group reported a loss resulting from the write off RM15.036million of loss on transfer of NCK not withstanding profit from operation of RM5.871million. 

A8.
Segment information
	Primary Segment Analysis

(Business Segments)
	Design, Fabrication engineering process equipment
	Mechanical and Engineering
	Non-destructive testing services
	Inter-company elimination
	GROUP

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	12   months   period   ended     30 Sept  2004
	
	
	
	
	

	Revenue
	
	
	
	
	

	External sales
	44,050
	1,322
	2,023
	-
	47,395

	Inter-segment sales
	-
	1
	436
	(437)
	-

	Total revenue
	44,050
	1,323
	2,459
	(437)
	47,395

	
	
	
	
	
	

	Results
	
	
	
	
	

	Segment profits (external)
	5,749
	17
	258
	
	6,024

	Unallocated costs
	
	
	
	
	(261)

	Interest income
	
	
	
	
	108

	Profits from operation
	
	
	
	
	5,871

	Finance costs
	
	
	
	
	(1,074)

	Gain on disposal of associate
	
	
	
	
	7

	Listing expenses written off
	
	
	
	
	(1,415)

	Loss on transfer of NCK
	
	
	
	
	(15,036)

	Loss before tax
	
	
	
	
	(11,647)

	Taxation
	
	
	
	
	(1,834)

	Net loss for the period
	
	
	
	
	(13,481)

	
	
	
	
	
	

	Other Information
	
	
	
	
	

	Capital addition
	508
	116
	24
	
	648

	Depreciation
	1,928
	63
	240
	
	2,231

	
	
	
	
	
	

	Consolidated Balance Sheet
	
	
	
	
	

	Assets
	
	
	
	
	

	Segment assets
	90,737
	4,118
	4,545
	
	99,400

	Corporate office assets
	
	
	
	
	30,438

	
	
	
	
	
	129,838

	Liabilities
	
	
	
	
	

	Segment liabilities
	13,618
	531
	382
	
	14,531

	Segment non-operating liabilities
	15,992
	225
	397
	
	16,614

	Corporate office liabilities
	
	
	
	
	285

	Corporate non-operating office liabilities
	
	
	
	
	5,867

	
	
	
	
	
	37,297


	
	


	
	
	
	

	
	

	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


A9.
Valuation of property, plant and equipment

The carrying value of property, plant and equipment of the subsidiaries acquired has been brought forward without amendments from the annual audited financial statements for the year ended 30 September 2003.

A10.
Material events subsequent to the end of the interim period

There were no material events subsequent to the end of the quarter and financial year-to-date under review.

· 
· 
· 





A11.
Changes in the composition of the group

Other than the disposal of Kanon Loading Equipment (M) Sdn Bhd, an associate company, on 1 July 2004, there were no changes in composition of the Group for the current quarter under review.

A12.
Contingent liabilities
There were no material contingent liabilities for the Group as at the date of this announcement.

A13.
Capital commitments

There were no significant capital commitments as at the end of the quarter under review.



      A14.
Significant related party transactions

Related party transactions for the period under review are as follows:
	 
	
	Individual Quarter
	Cumulative Quarter 

	
	
	Current Year Quarter
 30 Sept 2004
RM’000
	Current Year to Date

30 Sept 2004 RM’000

	Technical Resources Sdn Bhd
	purchases & services
	154
	293

	TTS Resources Sdn Bhd’s subsidiary companies:-

	· TTS Transport Sdn Bhd
	transport charges
	196
	323

	
	
	
	

	A14.
Significant related party transactions (continue)



	 
	
	Individual Quarter
	Cumulative Quarter 

	
	
	Current Year Quarter

 30 Sept 2004

RM’000
	Current Year to Date

30 Sept 2004 RM’000

	· TTS Insu-Write Services Sdn Bhd
	marine cargo & general insurance
	26
	91

	· TTS Engineering Sdn Bhd
	purchases & services
	13
	15

	· TTS Enterprise Sdn Bhd
	purchases & services
	6
	10

	· TTS Teknik Sdn Bhd
	purchases & services
	-
	3













Mr. Yap Kow @ Yap Kim Fah is the substantial shareholder and Director of Technical Resources Sdn Bhd and TTS Resources Sdn Bhd.
Mr. Yap Kau @ Yap Yeow Ho is the substantial shareholder and Director of TTS Resources Sdn Bhd.
A15.
Comparison with preceding quarter’s results 


The Group’s restructuring exercise in conjunction with its listing on the Main Board of the Bursa Malaysia Securities Berhad was completed on 30th March 2004.

The acquisition of subsidiaries by the Company was completed on 30 March 2004.

As the financial statements of the Group for the current quarter ended 30th Sept 2004 are drawn up for the first time, no preceding year’s corresponding quarter’s results are available

for comparison.




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

B1.
Review of performance 


	PROFORMA UNAUDITED CONDENSED CONSOLIDATED INCOME STATEMENT FOR THE QUARTER ENDED 30 SEPT 2004

	

	
	
	     INDIVIDUAL QUARTER 
	     CUMULATIVE QUARTER 

	
	
	 Current Year Quarter 
	 Preceding Yr Corresponding Quarter 
	Current Year To Date
	 Preceding Yr Corresponding Year To Date

	
	
	30.9.2004
	30.9.2003
	 30.9.2004 
	 30.9.2003 

	
	
	 RM'000 
	 RM'000 
	 RM'000 
	 RM'000 

	
	Note
	
	
	
	

	Revenue
	 A8 
	21,180
	-
	89,700
	-

	Cost of sales
	
	(15,526)
	-
	(70,937)
	-

	Gross profit
	
	5,654
	                     -
	18,763
	                     -

	Operating expense
	
	(3,747)
	-
	(10,159)
	-

	Other operating income
	
	796
	-
	1,418
	-

	Profit from operations before taxation
	
	2,703
	                     -   
	10,022
	                     -   

	Listing expenses written off
	
	(215)
	-
	(1,415)
	-

	Loss on transfer of NCK
	
	-
	-
	(15,036)
	-

	Finance costs
	
	(534)
	-
	(2,081)
	-

	Share of profits from associate
	
	-
	
	176
	

	Gain on disposal of associate
	
	7
	-
	7
	-

	Profit/(loss) before taxation
	A8
	1,961
	                     -   
	(8,327)
	                     -   

	Taxation
	B5
	(1,135)
	-
	(2,560)
	-

	Profit/(loss) after taxation
	
	826
	                     -   
	(10,887)
	                     -   

	Pre-acquisition profits
	
	-
	                     -   
	(2,594)
	                     -   

	Profit/(loss) after taxation and pre-acquisition profits
	826
	-
	(13,481)   
	-   

	Basic earnings per share (sen)
	B12 
	0.66                
	     -  
	(32.28)
	      -  

	Fully diluted earnings per share (sen)
	*
	       -   
	*             
	        -   


* The conversion of the Irredeemable Convertible Preference Shares (ICPS) is expected to have an anti-dilutive effect on the EPS for 30 Sept 2004; accordingly, the fully diluted EPS is not computed.
The Group performance has been sustained by improving revenue.
B2.
Variation of results against preceding quarter 
The Group registered a lower profit before tax of approximately RM2 million for the current quarter compared to RM2.1million reported in the preceding quarter mainly due to the drop turnover from RM26.2million to RM21.2million as some of the projects were held over to the next quarter. Despite that, the overall performance has improved due to better profit margins as a result of marginal improvement in the operating environment during the current quarter.
B3.
Current year prospects 

The Board expects the Group’s performance to remain challenging. Operating conditions will continue to be affected by the uncertain supply and volatility of steel prices as well as uncertainties due to the fluctuation of exchange rates of major currencies. The Group will continue to strengthen its core activities locally and cautiously strategise to expand overseas going forward. 
B4.
Variance of actual and forecast profit 
	
	Proforma Actual for 12 months ended 30-09-2004
	Proforma Forecast for 12 months ended 30-09-2004
	Variance

	
	RM’000
	RM’000
	RM’000

	Profit from operations
	10,204
	11,920
	(1,716)

	Listing expenses written off
	(1,415)
	(802)
	(613)

	Loss on transfer of NCK
	(15,036)
	(15,036)
	-

	Finance costs
	(2,081)
	(1,073)
	(1,008)

	Profit from associate
	-
	450
	(450)

	Loss before taxation
	(8,327)
	(4,541)
	(3,787)

	Taxation
	(2,560)
	(2,568)
	(8)

	Loss after taxation
	(10,887)
	(7,109)
	(3,778)

	Pre-acquisition profits
	(2,594)
	(2,119)
	(475)

	Loss after pre-acquisition
	(13,481)
	(9,228)
	(4,253)



Profit from operations was RM1.716million short of forecast largely due to the unexpected sharp increases in steel prices and shortage of supply in the 2nd quarter period. Since then, the Group has taken the appropriate measures to mitigate against the volatility of prices and supply by incorporating allowances in the contracts and matching material prices against cost of contracts.
Listing expenses written off was RM0.613million above forecasts as a result of higher fee (RM0.427million) incurred for the delay in completion of the restructuring scheme and another RM0.186million for stamp duties incurred where anticipated waiver was not approved.
B4.
Variance of actual and forecast profit (continue)
Finance costs was RM1.008million higher than forecast due to the delay in receipt of the listing proceeds and the planned repayment of borrowings materialised only at a later date hence higher financial charges were incurred during the interim period. Moreover, the documentations required for prepaying outstanding borrowings took much longer than anticipated to complete hence there were less savings of interests than forecast.
The projected RM0.45million contribution was not forthcoming as the completion of the acquisition of Konsep Realiti Sdn Bhd was delayed due to an unexpected pro-longed delay in the completion of the counter-parties’ own restructuring exercise (which is a “condition precedent” before the completion of the acquisition by APB). Contribution from this associate company will only commence upon the completion of the acquisition.
The shortfall of the pre-acquisition profits of RM0.475million was due to the timing difference between the earlier forecast submission and the actual pre-acquisition profits calculated as at the date of acquisition of the subsidiaries.  
B5.
Taxation 
	
	
	Individual Quarter
	Cumulative Quarter 

	
	
	Current Year Quarter 30 Sept 2004
RM’000
	Current Year to Date

30 Sept 2004

RM’000

	

	
	

	Income Tax
	411
	910

	Deferred Tax
	724
	924

	
	1,135
	1,834

	
	

	
	
	


The effective tax rate for the period under review was higher than the statutory income tax rate of 28% mainly due underprovision of deferred taxation in one of the subsidiary in prior years and unallowable expenses.
B6.
Unquoted investments and/or properties 

The Group has not made any investment in or disposal of any unquoted investment and/or properties during the quarter under review.

B7.
Quoted and marketable investments 

There were no material investments in or disposal of any quoted and marketable securities during the quarter under review.

B8.
Status of corporate proposal announced 

B8.1









The proposed acquisition of EPIC Constant Sdn Bhd and Konsep Realiti Sdn Bhd has yet to be completed and the management of APB Resources Berhad expects that the proposed acquisitions would be completed by the end of 2004 barring unforeseen circumstances.
B8.2
Status Utilisation Of Proceeds

The gross proceeds arising from the Restricted Issue, Public Issue and Special Issue which amounted to RM21.002 million would be utilised by APB over the two (2) financial years ending 30 September 2004 to 2005.
As at the date of this announcement, proceeds have been utilised as follows:


	Utilisation of Proceeds
	Forecast
	Revised
	Actual

	
	RM’000
	RM’000
	RM’000

	Capital expenditure
	4,860
	4,860
	-

	Repayment of bank borrowings
	3,481
	8,626
	5,351

	Repayment of hire purchase facilities
	1,913
	-
	-

	Estimated listing expenses
	2,000
	2,613
	2,613

	Working capital
	8,748
	4,903
	4,446

	Total
	21,002
	21,002
	12,410


The Board of Directors of APB has approved the Revision and Extension of Time on 26 November 2004. Since the change to the utilisation of proceeds do not involve utilisation for non-core business activities, the Securities Commission’s approval for the Revision and Extension of Time is not required. In addition, shareholder’s approval is also not required for the Revision and Extension of Time as the changes to the utilisation of proceeds do not exceed twenty-five percent (25%) from the original utilisation of proceeds as stated in the Prospectus.

B9.
Group borrowings 

The group’s borrowings as at the end of the reporting quarter are as follows:

	
	As at 30 Sept 2004

RM ‘000

	Short term borrowings:
	

	Trust receipts and bankers’ acceptance
	4,282

	Hire purchase facilities
	782

	Term loan
	1,508

	Total
	6,572

	
	

	Long term borrowings:
	

	Term loan 
	4,546

	Hire purchase facilities
	496

	Total
	5,042


The trade finance facilities are secured by way of a debenture on the fixed and floating assets and corporate guarantees of subsidiary companies. The term loan is secured by way of a first party loan agreement and deed of assignment over the property, plant and equipment of subsidiary companies
.
B10.
Off balance sheet financial instrument 

There is no material financial instrument with off balance sheet risk as at the date of this report.

B11.
Changes in material litigation 

Neither APB Resources Berhad nor any of its subsidiaries is engaged in any litigation or arbitration, either as plaintiff or defendant, which has a material effect on the financial position of the company or any of its subsidiaries and the Board does not know of any proceedings pending or threatened, or of any fact likely to give rise to any proceedings, which might materially and adversely affect the position or business of company or any of its subsidiaries. 




B12.
Net earnings per share 

	
	Current Year Quarter
	Current Year To Date

	
	30 Sept 2004
	30 Sept 2004

	
	RM’000
	RM’000

	Profit/(loss) after taxation
	826
	(10,887)

	Pre-acquisition profits
	-
	       (2,594)

	Profit/(loss) after taxation and pre-acquisition profits
	826
	(13,481)

	Dividend payable to ICPS shareholders
	(245)
	(490)

	Profit/(loss) after taxation and pre-acquisition profits attributable to ordinary shareholders
	581
	(13,971)

	Weighted average number of ordinary share 
in issue (‘000)

	
	

	Balance b/f
	87,875
	*

	Addition during the period/quarter
(weighted average)
	99
	43,284

	Total
	87,974
	43,284

	Basic earnings per share (sen)
	0.66
	(32.28)

	Fully diluted earnings per share (sen)
	**
	**


* Comprise 2 ordinary shares of RM1 each

** The conversion of the Irredeemable Convertible Preference Shares (ICPS) is expected to have an anti-dilutive effect on the EPS for 30 Sept 2004; accordingly, the fully diluted EPS is not computed.
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