ENCORP BERHAD (506836-X)

Notes to the Interim Financial Report for the First Quarter ended 31 March 2003

A1.
Accounting Policies and Methods of Computation


The condensed financial statements for the 1st financial quarter ended 31 March 2003 are unaudited and have been prepared in accordance with Accounting Standard MASB 26, Interim Financial Reporting and chapter 9, part k of the Listing Requirements of the Kuala Lumpur Stock Exchange.


The accounting policies and methods of computation applied in the condensed financial statements of the Encorp Berhad Group (“the Group”) are consistent with those applied in the audited financial statements for the year ended 31 December 2002. 

The unaudited financial statements should be read in conjunction with the Group’s audited financial statements for the year ended 31 December 2002.

A2.
Declaration of Audit Qualification


The Audit Report of the Company’s annual financial statements for the year ended 31 December 2002 was not subject to any qualification.

A3.
Seasonal or Cyclical Factors of Operations


The group’s operations are not materially affected by any 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 of the Group for the current quarter ended 31 March 2003.

A5.
Change in Estimates


There were no changes in estimates of amounts reported in the preceding quarter as well as in prior financial years that have a material effect in the current quarter.



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


There were no issuance, cancellation, repurchase, resale and repayment of debt and equity securities for the current financial period ended 31 March 2003.

 A7.
Dividends Paid


No dividends were paid or declared in the current quarter.

A8.
Segmental Reporting

The Group’s financial information by industry segments as at 31 March 2003 is as follows: -
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ASSETS AND LIABILITIES
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* This segment refers to the concessionaire to build and transfer teachers' quarters to Government of Malaysia.


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 Balance Sheet Date


There were no material events subsequent to the balance sheet date that have not been reflected in this condensed financial statements.

A11.
Changes in the Composition of the Group


There were no changes in composition of the Group for the financial quarter ended 31 March 2003, including business combination, acquisition or disposal of subsidiary and long-term investment, restructuring and discontinuing operations.

A12.
Changes in Contingent Liabilities
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B1.
Review of Performance of the Company and its Principal Subsidiaries

	The Group achieved revenue of RM174.3 million and a pre-tax profit of RM1.6 million for the first quarter ended 31 March 2003.  

As at 31 March 2003, the subsidiary company involves in the concessionaire to build and transfer teachers’ quarters has completed 9,328 teachers’ quarter units and handed over 7,778 units of teachers’ quarter to the Government of Malaysia (“GOM”). This contributed RM146.0 million and RM4.8 million, respectively to the Group’s revenue and profit before tax for the current quarter. 

The manufacturing subsidiary company on the other hand contributed RM28.2 million and RM1.2 million, respectively to the Group’s revenue and profit before tax for the period. 


B2.
Comparison with Immediate Preceding Quarter


Group turnover for the current quarter of RM174 million was higher than the preceding quarter of RM102 million. The increase was substantially due to higher number of teacher’s quarters handed over to the GOM during the current quarter in one of its subsidiary.  As a result, the Group has registered a profit before tax of RM1.62 million for the current quarter as compared to the pre-tax loss of RM0.33 million recorded in the preceding quarter.

B3.
Current Year Prospect

The main source of revenue for the Group will continue to be contributed from the teachers’ quarters project, which is depending on the number of units hand over and billing to the GOM.


For the manufacturing business, in view of the current global economic slowdown arising mainly from the geopolitical events and the outbreak of the Severe Acute Respiratory Syndrome (“SARS”) regionally and in some other parts of the world, the board is concerned that the current year result may be affected by these developments.  In this regard, operational efficiency, product rationalisation and differentiation measures will continue to be implemented to mitigate the impact of these adverse factors.

B4.
Variance from Forecast Profit and Profit Guarantee

Not applicable for the 1st quarter ended 31 March 2003.

B5.
Income Tax


Income tax comprises the following: -
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The effective tax rate for the Group is higher than the statutory tax rate.  This was mainly due to the non-deductibility of certain expenses and non-availability of group relief for losses incurred by the Company and certain subsidiary companies.

B6.
Disposal of Unquoted Investments and Properties


There was no disposal of investments/properties for the current financial period under review.

B7.
Purchase or Disposal of Quoted Securities


There was no purchase and disposal of quoted securities for the current financial period under review.

B8.
Status of Corporate Proposals


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

B9.
Group Borrowings



The Group’s Bank borrowings as at 31 March 2003 comprise:
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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 RM6.69 million 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


[image: image5.wmf]Current Quarter

31 March 2003

Basic

Net profit attributable to shareholders  (RM' 000)

425

                  

 

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

223,509

            

 

Basic Earnings per ordinary share (Sen)

0.19


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 quarter.

By Order of the Board 

ENCORP BERHAD

CHUA SIEW CHUAN

Company Secretary

Damansara Heights, Kuala Lumpur

26th May 2003
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Sheet1

																		31-Mar-03		31-Dec-02

		Contingent Liabilities																RM '000		RM '000

		a.

																		10,850		10,850

		b.		Corporate guarantee given by Enfari to a contractor for construction cost of its subsidiary company.

																		72,000		72,000

		c.		Corporate guarantee given by Enfari to a licensed bank for overdraft and

				term loan facilities extended to its subsidiary company.														- 0		3,100



Third party claims agianst two subsidiary companies, for  loss and damage arising from constructionworks 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

Corporate guarantee and debenture given by Enfari Sdn Bhd ("Enfari"), a subsidiary of the Company, for bank credit facilities extended to its subsidiary company.
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Sheet1

				Investment Holding		Manufacturing		Construction		Others *		Eliminations		Total

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

		REVENUE AND EXPENSES

		Revenue

		External sales		- 0		28,283		- 0		146,046		- 0		174,329

		Inter-segment sales		- 0		- 0		12,897		- 0		(12,897)		- 0

		Total revenue		- 0		28,283		12,897		146,046		(12,897)		174,329

		Results

		Segment results		(97)		1,440		(720)		19,646		(3,696)		16,573

		Interest expense		- 0		(218)		(41)		(14,799)		- 0		(15,058)

		Interest income		94		5		3		- 0		- 0		102

				(3)		1,227		(758)		4,847		(3,696)		1,617

		Taxation		(25)		(163)		- 0		(1,364)		360		(1,192)

		Net Profit for the period												425

		ASSETS AND LIABILITIES

		Segment assets

		Consolidated total assets		404,781		167,014		102,455		1,342,084		(301,503)		1,714,831

		Segment liabilities

		Consolidated total liabilities		29,238		37,776		102,672		1,261,843		(101,086)		1,330,443

		OTHER INFORMATION

		Capital expenditure		- 0		2,813		251		- 0		- 0		3,064

		Depreciation and amortisation		- 0		2,679		186		3		- 0		2,868

		Amortisation of goodwill on

		consolidation		- 0		- 0		- 0		- 0		2,479		2,479

		Amortisation of concession

		expenditure		- 0		- 0		- 0		126,149		1,283		127,432

		* This segment refers to the concessionaire to build and transfer teachers' quarters to Government of Malaysia.
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Sheet1

												Current Quarter

												31 March 2003

		Basic

		Net profit attributable to shareholders  (RM' 000)										425

		Weighted average number of ordinary share in issue ('000)										223,509

		Basic Earnings per ordinary share (Sen)										0.19
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Sheet1

				Total borrowings at 31/03/03

				(RM'000)

		Short term borrowings

		Hire purchase creditors due within 12 months		233

		Bank Overdraft - secured		500

		Term Loan - secured		975

		Al-Bai Bithaman Ajil Notes-secured		112,600

		Term Loan  - unsecured		3,200

				117,508

		Long term borrowings

		Hire purchase creditors due after 12 months		588

		Term Loan - secured		1,625

		Al-Bai Bithaman Ajil Notes-secured		1,036,788

		Term Loan  - unsecured		7,796

				1,046,797

		Total borrowings		1,164,305
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Sheet1

		

				Current Year quarter				Current Year to date

				31/03/03				31/03/03

				RM'000				RM'000

		Income Tax		25				25

		Deferred Taxation		1,167				1,167

				1,192				1,192






