ZECON ENGINEERING BERHAD

NOTES TO THE ACCOUNTS FOR THE FIRST QUARTER ENDED 31 MARCH 2000

1.
Accounting Policies

The quarterly financial statements have been prepared using the same accounting policies and methods of computation as compared with the most recent annual financial statement.

2.
Exceptional Items

There were no exceptional items for the period under review.

3.
Extraordinary Items

There were no extraordinary items for the period under review.

4.
Taxation








    RM


Current period provision



 414,912

(Over) provision in prior years



           0

Deferred taxation




(89,070)








------------








325,842








======

5.
Pre-acquisition Profit

There were no pre-acquisition profits or losses for the period under review.

6.
Sales of Investment and/or Properties

There were no sale of investment or properties other than as disclosed in Note 7.

7.
Purchase or Disposal of Quoted Securities

(a) Purchase and Disposal of Quoted Securities

During the period under review, the Company had purchased 300,000 shares with attached warrants of 300,000 units in Pilecon Engineering Bhd, under Rights Issue Exercise. 

During the period under review, 161,000 shares held in Industronics Bhd were sold with a gain of RM1,103,197.00

(b) Total investments in quoted securities as at 31 March 2000 are as follows:-

RM’000



(i)
At cost

Provision for  diminution in value
1,959

       -

(ii)
At book value
1,959





(iii)
At market value
5,443





ZECON ENGINEERING BERHAD

Notes (continued)

8.
Changes in the Composition of the Group

There were no changes in the composition of the Group during the period under review.

9.
Status of Corporate proposals

The Board of Directors of Zecon Engineering Berhad had, on 25 April 2000, announced to the Kuala Lumpur Stock Exchange of the Company’s intention in implementing the following proposals:-

i)
a Bonus Issue of 12,000,000 new ordinary shares of RM1.00 each on the basis of two(2) new ordinary shares for every five(5) existing ordinary shares held.  The Bonus Issue will be capitalised from the retained earning account and the share premium account of the Group which amounted to RM24.939 million and RM1.194 million respectively based on its audited account as at 31 December 1999; and

ii)
an Employees’ Share Option Scheme of up to ten percent (10%) of the issued and paid up  capital of the Company.

An application to the Securities Commission for the abovesaid proposals is expected to be submitted within three(3) months from the date of the announcement.

10.
Seasonal or Cyclical Factors

The long festive holidays during the reporting period has affected the performance of the Group.

11.
Issuances and Repayment of Debt and Equity Securities
There were no issuance and repayment of debt and equity securities, share buy-backs, shares cancellation, shares held as treasury shares and resale of treasury shares for the  period under review.

 12.     Group Borrowings and Debt Securities

Short term borrowings
(RM’000)



Secured 
Nil

Unsecured (denominated in Ringgit Malaysia)
18,479

13.
Contingent Liabilities

As at 31 March, 2000, there is a bankers guarantee in respect of Performance Bonds issued amounting to approximately RM2.26 million.  The Company has granted corporate guarantee to financial institutions for credit facilities granted to subsidiary companies amounting  to RM6.9 million.
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Notes (continued)

14.
Off Balance Sheet Financial Instruments
The Group does not have any financial instruments with off balance sheet risk as at 31 March, 2000.

 15.
Material Litigation
The Company instituted High Court Suit No. 22-46-99J against Lien Hoe Construction Sdn. Bhd. (the Defendant) on the 11th February, 1999

On the 27th January, 2000, judgement was entered against the Defendant for the sum of RM2,325,142.70 with interest at 8% per annum from the date of judgement until satisfaction and costs.

On the 17th May, 2000, the following settlement proposals were made by the Defendant:-

1)
Payment of a sum of RM250,000.00 on the 24th May, 2000;

2)
Transfer of two parcels of space in Riverbank Suites with an aggregate area of 647.20 square metres free from all encumbrances within eight (8) weeks from the 17th May, 2000.  The Defendant shall cause Riverbank Suites Development Sdn. Bhd. to transfer the two parcels to the Company.

3)
Payment of a further sum of RM250,000.00 on or before the 31st December, 2000.  The said sum of RM250,000.00 shall be guaranteed by the holding company, Lien Hoe Corporation Berhad.

The settlements proposals were accepted by the Company.

16.
Segmental Reporting


Turnover RM’000
Profit/(Loss) Before Tax

RM’000
Total Assets Employed RM’000



Construction
8,344
941
108,393

Trading 
2,416
29
8,526

Quarry operations
454
(131)
5,019

Property development
471
48
9,884

(Non-segment items)
-
-
25


11,685
887
131,847

Less: Inter-company transactions
(1,551)
3
(17,516)

Associated companies
-
(36)
789


10,134
854
115,120

17.
Material Changes in the Quarterly Results
 
No comments are required on the changes in quarterly result as this is the first quarterly report of the Group for the year 2000. 
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Notes (continued)

18.
Review of Performance of the Company and its Principal  Subsidiaries
The Group recorded a pre-tax profit of RM855,000.00 for the first quarter ended 31 March, 2000 against  a turnover of RM10.134 million.

The construction sector remains the main contributor of the Group’s revenue, which contributed about 82% of the Group’s  turnover.  However, the performance of the  quarry sector was below our expectations, incurring losses of about RM131,000.00.

19.
Current Year Prospects


The prospects for the year 2000 look promising as the economy has recovered significantly.

The  construction division is expected to be the major contributor to the Group’s  turnover and profit.

The increasing demand for medium-cost residential houses due to the current low interest rate regime would also boost construction activities during the year.

Barring unforeseen circumstances, Zecon expects to post a significantly better result this year. 

20.
(a)
Variance of Actual Profit from Forecast Profit

Not applicable to this quarter.

(b)
Shortfall in the Profit Guarantee


Not applicable to this quarter.

21.
Dividend
The Board of Directors does not recommend any interim dividend for the financial year ending 31 December, 2000.
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