MALTON BERHAD (Company No. 320888-T)

NOTES ON THE UNAUDITED QUARTERLY REPORT – 31 DECEMBER 2003

1
Accounting Policies and Method of Computation

The interim financial report is unaudited and has been prepared in accordance with MASB 26, Interim Financial Reporting and the Kuala Lumpur Stock Exchange Listing Requirements, and should be read in conjunction with the audited financial statements for the year ended 30 June 2003. 

The accounting policies and method of computation adopted are consistent with those adopted in the most recent audited annual financial statements for the year ended 30 June 2003 except for the following new MASB standards:

· MASB Standard No.28 “Discontinuing Operation”

· MASB Standard No.29 “Employee Benefits”

· MASB Standard No.32 “Property Development Activities”

The adoption of MASB Standard No.28 did not have any effect on the consolidated retained profits of the Group as no event or transaction of the nature specified in the standard took place in the current or comparative periods.

The adoption of MASB Standard No.29 has no material impact on the earnings and net tangible assets of the Group.

The adoption of MASB Standard No.32 had resulted in the exclusion of land cost in the formula for the recognition of turnover and profit before tax with consequential reduction in the amount recognized for turnover and profit before tax.

2
Audit Report

The auditor’s report of the preceding annual financial statements of the Company and of the Group was not subjected to any qualification. 

3
Seasonal or Cyclical Factors

The business operations of the Company were not materially affected by any seasonal or cyclical factors.

4
Exceptional /Extraordinary Items

There were no exceptional /extraordinary items for the financial quarter under review.

5
Changes in Estimates

There were no changes in estimates of amounts reported in the prior quarters of the current      financial year or changes in estimates of amounts reported in prior financial years that have a material effect in the current quarter. 

6
Debts and Equity Securities

There was no issuance, cancellation, repurchase, resale and repayment of debts and equity securities for the current financial quarter.

7
Dividend Paid

No dividends were paid during the financial period under review.

8
Segmental Information

	Analysis by Activities
	Revenue

(RM’000)
	Profit before Taxation

(RM’000)

	Property Development
	                         44,467
	4,223

	Property Investment
	382
	(418)

	Property Trading
	4,496
	43

	Construction & Project Management
	19,923
	1,924

	Investment Holding
	0
	(746)

	Others
	19
	(611)

	Total
	69,287
	4,415


9
Revaluation of Property, Plant and Equipment

There was no revaluation of property, plant and equipment during the current quarter. 

However, included in the property, plant and equipment is a piece of leasehold land (owned by a subsidiary) which has been revalued by the directors as at 31 December 2000 based on valuation by an independent professional valuer on an open market value basis.

10
Material Events Subsequent to the end of the Reporting Period

On 6 January 2004, Malton Berhad (“Malton”) acquired Two (2) ordinary shares of RM1.00 each, representing 100% of the issued and paid-up share capital of Gapadu Corporation Sdn Bhd (“GCSB”) for a cash consideration of RM2.

On 13 January 2004, Gapadu Corporation Sdn Bhd (“GCSB”) entered into a Subscription Agreement with Domain Resources Sdn Bhd (DRSB) and Paul Y. Construction Company Limited (“PYCCL”) whereby DRSB & PYCCL agreed to subscribe for 509,998 and 490,000 new ordinary shares of RM1.00 each (“New Share”) respectively in GCSB (“the Proposed Subscription’).  DRSB is a wholly owned subsidiary of Malton.
11
Changes in the Composition of the Group

On 29 October 2003, Malton acquired Twenty (20) Ordinary Shares of RM1.00 each, representing the entire issued and paid-up share capital of Khuan Choo Property Management Sdn Bhd ("KCPM") for a cash consideration of Ringgit Malaysia Twenty Only (RM20.00).

Bukit Rimau Development Sdn Bhd ("BRD"), a wholly owned subsidiary of Malton, vide a sale and purchase agreement dated 5th November 2003, acquired Two Million (2,000,000) ordinary shares of RM1.00 each ("Sale Shares"), representing 100% of the issued and paid-up share capital of Nasa Land Sdn Bhd from Khow Eng Guan, Chan Wah Long and Monica Lee Chew Keok  for a cash consideration of Ringgit Malaysia Seven Million Only (RM7,000,000.00).

On 18 November 2003, Domain Resources Sdn Bhd, a wholly-owned subsidiary of Malton, acquired Two (2) Ordinary Shares of RM1.00 each, representing the entire issued and paid-up share capital of Domain EPC Sdn Bhd for a cash consideration of Ringgit Malaysia Two Only (RM2.00).

On 24 November 2003, Malton acquired Two (2) Ordinary Shares of RM1.00 each, representing the entire issued and paid-up share capital of  Malton Development Sdn Bhd ("MDSB")  for a cash consideration of Ringgit Malaysia Two Only (RM2.00). 


On 24 November 2003, DRSB acquired Two (2) Ordinary Shares of RM1.00 each, representing the entire issued and paid-up share capital of Domain Project Management Sdn Bhd ("DPMSB") for a cash consideration of Ringgit Malaysia Two Only (RM2.00).

12
Contingent Liability

There were no material changes in the contingent liabilities for the Company since the last quarter ended 30 September 2003. 

13
Capital Commitments

The outstanding capital commitments as at the end of the current quarter are as follows:

	

	RM’000

	Purchase of land

- Approved and contracted for
	47,100


14
Review of Performance

The Group  recorded a turnover of RM29.7 million for the quarter ended 31 December  2003 which was a decrease of 25.1% compared to the preceding quarter’s turnover of RM39.6 million. Net profit before tax and exceptional items for the quarter under review correspondingly decreased by RM1.8 million or 57.5% to RM1.3 million from RM3.1 million recorded in the preceding quarter.

The Group’s property development segment has continued to be the major contributor to the Group’s turnover and profitability. The residential development projects in Bukit Rimau, Section 16 Petaling Jaya and Mutiara Puchong has recorded a turnover of RM25.8 million for the quarter under review with a corresponding pre-tax profit of RM1.6 million.  This trend is expected to continue with new phase launches in Bukit Rimau and Mutiara Puchong as well as a new development project in Mutiara Indah targeted for the second half of the Group’s financial year.

The comparative decrease in turnover and pre-tax profit for the quarter was mainly attributable to the reduction in progressive work billings for the Group’s construction and property management segment. The contributing factors of project shortages, numerous year-end holidays and  the monsoon season had hampered the progress of construction work. As a result, the turnover recorded for this segment was RM3.7 million as compared to RM16.3 million for the previous quarter with a corresponding pre-tax profit of RM0.5 million.

15
Material Changes in the Quarterly Results Compared to the Results of the Preceding Quarter

Save as disclosed in note 13 above, there were no other material changes in the quarterly results compared to the results of the preceding quarter. 

16        Prospects for the Financial Year Ending 30 June 2004

The Group will continue to focus on its core activities of property development, project and construction management sectors. Barring unforeseen circumstances, the Board envisages the Group to achieve satisfactory results for the current financial year.
17        Variance of Actual Profit from Forecast Profit

This is not applicable to the Group.         

18        Taxation

Details of taxation are as follows: -

	
	
	Current Year

Quarter

31/12/2003

RM'000
	
	Current Year

To Date

31/12/2003

RM'000

	Current taxation
	
	440
	
	1,203

	(Over)/Under provision in prior year
	
	-
	
	   125

	
	
	440
	
	1,328


The effective tax rate for the current year to date is higher than the statutory rate of tax applicable due to losses suffered by certain subsidiary companies for which no group relief is available and the incurrence of certain expenses that are not deductible for tax purposes. 

19
Profits /(loss) on Sale of Unquoted Investments and/or Properties 

There was no disposal of investments as at the end of financial period under review. 

20
Purchases or Disposals of Quoted Securities

There were no purchases and/or disposals of quoted securities as at the end of the financial period under review.

21
Status of Corporate Proposals

On 5 December 2003, the Company announced a proposal to undertake a private placement of new ordinary shares of RM1.00 each, representing up to 10% (or 52,252,939 new shares) of the enlarged issued and paid-up share capital of the Company. The placement is subject to the approval of the Securities Commission, the Foreign Investment Committee and the Malaysia Stock Exchange Berhad.

Save for the above and Proposals highlighted in Note 10 above, there are no outstanding corporate proposals or new announcements made as at 22 February 2004, being the latest practicable date prior to the date of issue of this quarterly report. 
22
Borrowings and Debt Securities

The Group’s borrowings and debt securities are all fully secured and as at the end of the financial period are as follows:

	
	
	Total

(RM000)

	Revolving Credit
	
	16,071

	Bank Overdraft
	
	41,639

	Term Loan
	
	38,144

	Bridging Loan
	
	1

	Total
	
	95,855

	
	
	

	Repayment due within next 12 months
	
	40,217

	Repayment due after 12 months


	
	55,638


All borrowings are denominated in Ringgit Malaysia and are fully secured.

23
Off Balance Sheet Financial Instruments

The Company does not have any financial instruments with off balance sheet risk as at 22 February 2004.

24
Material Litigation


A civil suit under Shah Alam High Court Suit No. 21-288-96 was filed by Assocorp Sdn Bhd (“Assocorp”) on 29 August 1996 against the State Government of Selangor as the first defendant, the Menteri Besar of Selangor as the second defendant and Bukit Rimau Development Sdn Bhd (“BRD”) as the third defendant wherein Assocorp has challenged the withdrawal by the State Government of Selangor of a process of land acquisition of all the piece of land held under Geran No. 36409, Lot 3783, Mukim and Daerah Klang, Negeri Selangor, which said land was subsequently owned by BRD, for the purpose of re-alienating the said land in favour of Assocorp.  The case had been struck out by the Senior Assistant Registrar on 20 May 1997.  Assocorp had filed a notice of appeal to the Judge in Chambers on 24 May 1997 and the case is currently pending a further mention date to be fixed by the Court. The solicitors acting for BRD in the case are of the opinion that there are decent grounds to have the appeal dismissed and the Directors of Malton Berhad believe that the case has no merit and that the appeal will be successful.
Save as disclosed above, as at 22 February 2004, being the latest practicable date prior to the date of issue of this quarterly report, the Group is not engaged in any material litigation.

25
Financial Assistance

A) Details of the financial assistance

Pursuant to Paragraphs 8.23(ii) of the Kuala Lumpur Stock Exchange Listing Requirements, the financial assistance provided by the Group during the current quarter is set out as follows:

	Type of financial assistance
	Involved parties
	Nature of relationship
	Balance as at 1 July 2003

(RM)
	Net movement for the period

(RM)
	Balance as at 31 December 2003

(RM)

	Performance Bond 

(Bank Guarantee)







	Pembinaan Gapadu Sdn Bhd (“PGSB”), a wholly owned subsidiary of Malton, pledged a fixed deposit of RM214,994.20 to a financial institution to issue a Performance Bond in favour of Majlis Bandaraya Shah Alam for the benefit of Tegap Dinamik Sdn Bhd (“TDSB”) in connection with a construction contract.


	TDSB is the main contractor of PGSB.
	214,994.20
	-
	214,994.20


The board of Directors is of the opinion that the abovementioned financial assistance transactions are fair and reasonable and are in the best interest of Malton Berhad.

B)  Financial Effects

The financial assistance provided during the quarter will not have any material effect on the earnings, net tangible assets and the liquidity of the Group.

26
Dividend

No interim dividend has been declared nor paid during the financial quarter ended 31 December 2003. 

27     
Earnings per Share

	
	Current Quarter

31/12/03
	Preceding Year

Corresponding Qtr

31/12/02
	Current Year

To Date

31/12/03
	Preceding 

Year to Date

31/12/02

	Net profit/(Loss) (‘000) 
	1,341
	4,453
	3,398
	15,484

	Weighted average number 

of shares in issue (‘000)

· basic

· diluted *
	348,353

522,529
	348,353

522,529
	348,353

522,529
	348,353

522,529

	Basic earnings per share (sen)
	0.38
	1.28
	0.98
	4.45

	Diluted earnings per share  (sen)
	0.26
	0.85
	0.65
	2.96


* diluted – number of ordinary shares assuming all warrants issued are converted to ordinary shares

28
Comparative Figures

Certain comparative figures have been reclassified to conform with the present quarter results’ presentation. 

By Order of the Board

Hor Shiow Jei

Company Secretary

27 February 2004
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