ENCORP BERHAD (506836-X)

Notes to the Interim Financial Report for the Fourth Quarter ended 31 December 2002

A1.
Accounting Policies and Methods of Computation


The interim financial report has been prepared in accordance with MASB 26 Interim Financial Reporting.  As this is the first set of interim reporting for the Group, the accounting policies and methods of computation adopted were consistent with those used in the preparation of the Audited financial statements for the year ended 31st December 2001 except for the following:

i. adoption of the Malaysian Accounting Standards Board (“MASB”) Standard No. 19, Events After the Balance Sheet Date where dividend proposed or declared after balance sheet date will not be recognised as a liability at the balance sheet date.

ii. adoption of the MASB No. 25, Income Tax.

The adoption of the above MASB standard have no effect on the current year’s results or resulting in any adjustments to the opening balance of the retained profits.

A2.
Declaration of Audit Qualification


The Audit Report of the Company’s preceding annual Financial Statements for the year ended 31 December 2001 was not subject to any qualification.

A3.
Seasonal or Cyclical Factors of Operations


The group’s operations are not affected by any material seasonal or cyclical factors.

A4.
Unusual Items


There were no unusual items affecting the nature and amount of assets, liabilities, equity, net income and cash flows for the quarter ended 31st December 2002.

A5.
Change in Estimates


During the year, the goodwill arising from consolidation has been amortised over a period of 20 years instead of 30 years as previously reported.  The effects on the financial statements are as follows: -





 RM ‘000

Consolidated Profit after taxation as previously reported (year ended 31 December, 2001)
             1,472

Effect of changes in estimates for goodwill amortisation
            (2,788)

Consolidated Loss after taxation as restated
            (1,316)




A6.
Issuance, Cancellation, Repurchase, Resale and Repayment of Debts and Equity Securities


Except as indicated below, there were no issuances, cancellation, repurchases, resale and repayment of debts and equity securities for the current financial under review except for the following:


The change in the issued and paid up share capital of Encorp during the period are as follows:


Date
No. of Ordinary
Par Value 
Consideration
Total Issued and Paid-

Shares
(RM)
Up Share Capital (RM)


30 Sept 02
Balance b/f
1
Subscriber’s shares and               75,528,703

    


                Acquisition of subsidiary               


21 Oct 02
67,975,833
1
Bonus Issue

         143,504,536


09 Dec 02
80,004,000
1
Acquisition of subsidiary
         223,508,536

During the financial year, pursuant to the Proposed Amendments to ESOS Bye-Laws, the Company granted to employees of Great Wall Plastic Industries Bhd (“GWPI”), ESOS options for 7,996,000 ordinary shares at an option price of RM1.61.

 A7.
Dividends Paid


No dividends were paid or declared during the financial year.

A8.
Segmental Reporting

The Group’s financial information by industry segments as at 31st December 2002 is as follows:


12 months ended


Revenue
Profit/(Loss) before tax


2002
2002


RM ‘000
RM ‘000

Construction
62,221
29,911

Manufacturing
9,188
    485


71,409
30,396

Amortisation of goodwill
-
(12,702)

Unallocated amounts
-
      (54)


71,409
17,640


No geographical segmental information is presented as the Group operate principally within Malaysia.

A9.
Valuation of Property, Plant and Equipment


There were no valuation for property, plant and equipment of the Group, except for the valuation of freehold land of a subsidiary, which has been brought forward, without amendment from the previous annual financial statement.

A10.
Material Events Subsequent to the End of the Financial Year


There were no material events subsequent to the end of the financial year reported that have not been reflected in the financial statements.

A11.
Changes in the Composition of the Group


On 9 December 2002, the proposed voluntary scheme of arrangement under Section 176 of the Companies Act, 1965 between Encorp Berhad and Great Wall Plastic Industries Bhd was concluded, resulting in GWPI being a wholly owned subsidiary of Encorp Berhad.

The effect of the acquisition of GWPI is as follows:



            RM ‘000

Share of net asset acquired
             127,829

Reserve consolidation
             (47,825)

Purchase Consideration
              80,004

A12.
Changes in the Contingent Liabilities or Contingent Assets













RM’000

Contingent Liabilities













 
a.
Debenture given by a subsidiary to bankers for performance bond.  

 10,850

b. Guarantee given by a subsidiary to a third party in respect of contracts 


of another subsidiary Company





 72,000


c.    Guarantee given to bankers for facilities utilised by a subsidiary
                              3,100

Company.


Capital Commitment


Approved and contracted for






 10,000

B1.
Review of Performance of the Company and its Principal Subsidiaries

In the current quarter, the Group achieved a revenue of RM29 million and a profit before taxation of RM7.6 million. For the year ended 31 December 2002, the Group’s achieved a revenue is RM71.4 million and profit before taxation of RM17.6 million.

As at 31 December 2002, Enfari has completed 8,912 apartment units and handed over 6,734 apartments units to the Government. This contributed RM19.8 mil revenue and profit before taxation of RM9.6 million in the current quarter and RM62.2 mil revenue and profit before taxation of RM29.9 in the year ended 31 December 2002.

The acquisition of GWPI was completed on 9 December 2002. GWPI contributed a revenue of RM9.2 million and a profit before taxation of RM0.5 million in the current quarter and in the year ended 31 December, 2002.

B2.
Comparison with Immediate Preceding Quarter


No comparison was made as this is the first set of quarterly report of the Group.

B3.
Prospects for the Next Financial Year ending 31 December 2003


The main source of revenue for the Group will be from the income generated from the teachers’ quarters project.


For the manufacturing business, in view of the current global economic slowdown arising mainly from the geopolitical issues, operational efficiency, product rationalization and cost control measures will continue to be implemented.  Notwithstanding the above, the board is cautiously optimistic that the performance of the Group will be satisfactory.

B4.
Variance from Forecast Profit and Profit Guarantee

Actual
Forecast
Deviation

Profit After Taxation (RM ’000)
7,152
23,514
16,362


The above deviation is due to the following: -












 RM (‘000)

a)   Change in the accounting estimate of amortisation of Goodwill arising from acquisition from an amortisation period of 30 years to 20 years
           (6100)




b)   Lower revenue of RM10 mil of the teachers' quarters project arising mainly from delay in obtaining final account approvals.
           (3500)






c)   Change in the financial year end of Enfari from 31 January 2003 to 31 December 2002

d)   Additional taxation charge due to certain expenses disallowed for tax    purposes
           (3400)


  


         (15,500)

B5.
Taxation










       RM ‘000




Income Tax

· Current Quarter





          163

· Under/(Over) provision in prior year



          169

· Deferred Taxation





     10,156

__________________________


      10,488

The effective tax rate for the Group is  higher than the statutory tax rate mainly due certain expenses disallowed for tax purposes

B6.
Disposal of Unquoted Investments and Properties


There were no disposal of investments/properties during the financial year under review.

B7.
Purchase or Disposal of Quoted Securities


There were no purchases and disposals of quoted securities during the financial year under review.

B8.
Status of Corporate Proposals


There are no corporate proposals announced but not completed as at the date of the announcement.

B9.
Group Borrowings











As at 31/12/02










     RM’000


Short Term 

i. Hire purchase creditors due within 12 months

            237

ii. Short term borrowings - secured



     112,600

iii. Short term borrowings - unsecured


         3,200
 116,037

Long Term

i. Hire purchase creditors due within 12 months 

            639

ii. Long term borrowings - secured


  
  1,070,626

iii. Long term borrowings - unsecured


       10,196


  1,081,461

B10.
Off Balance Sheet Financial Instruments

There were no financial instruments with off balance sheet risk at the date of this report.

B11.
Changes in Material Litigation

There was a claim of RM6,959,598 by a third party against two subsidiary companies, for loss and damage arising from construction works on its land.  As the Government of Malaysia (“GOM”) is obliged to hand over sites free from any encumbrance, the Government has agreed to compulsorily acquire the land.  This litigation is pending the fixing of a hearing date.

B12.
Dividends 


No dividend has been recommended during the current quarter under review.

B13.
Earnings per Share

The basic earnings per ordinary share for the year has been calculated based on the profit attributable to shareholders of RM7,151,505 and on the weighted average number of ordinary shares in issue during the year of 150,171,536 shares.

The assumed conversion of the unexercised share options into new ordinary shares of RM1 each of the Company has an anti-dilutive effect on the earnings per share of the Group for the current year.

By Order of the Board 

ENCORP BERHAD

CHUA SIEW CHUAN

Company Secretary

Damansara Heights, Kuala Lumpur

25 February 2003
(2500)









