SEACERA GROUP BERHAD (Company No: 163751-H)

(Formerly known as Seacera Tiles Berhad)

INTERIM FINANCIAL REPORTING / STATEMENT FOR 

THE SECOND QUARTER ENDED 30 JUNE 2012


NOTES TO THE INTERIM FINANCIAL STATEMENTS
A.
Notes Required Under FRS 134
A1.
Basis of Preparation


This Interim Financial Statements are unaudited and has been prepared in accordance with FRS 134 “Interim Financial Reporting” issued by Malaysian Accounting Standards Board (“MASB”) and Paragraph 9.22 of the Bursa Malaysia Securities Berhad’s Listing Requirements and should be read in conjunction with the Group’s annual audited financial statements for the financial year ended 31 December 2011. These explanatory notes accompanied the Interim Financial Statements provide an explanation of events and transactions that are significant to an understanding of the changes in financial position and performance of the Group since the last financial year ended 31 December 2011.

A2.
Changes in Accounting Policies

The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 December 2011, except for the adoption of the following new Financial Reporting Standards (“FRSs”) and Issues Committee Interpretations (IC Interpretations”) effective for financial periods on or after 1 January 2012:
FRSs and IC Interpretations                                     
	
	
	
	Effective for the financial periods beginning on or after

	Tri 4: Shariah Compliant Sales Contract
	
	
	 1 Jan 2012

	FRS 124: Related Party Disclosure (Revised)
	
	
	 1 Jan 2012

	IC Interpretation 15: Agreements for the construction of real estate
	
	
	 1 Jan 2012


A3. 
Qualification in Auditor’s Report


There are no qualifications in the Auditors’ Report of the  audited financial statements year ended 31 December 2011 .
A4.
Seasonality or Cyclicality of Operations

The Group’s performance is directly related to the level of respective market activity especially the Tiles Division which normally experiences slowdown during festive seasons.
A5.
Unusual Items


There are no unusual items affecting assets, liabilities, equity, net income or cash flow that are unusual because of their nature, sizes, or incidence that had affected the current quarter ended 30 June 2012 except as disclosed  in the interim financial statements.

A6.
Material Changes in Estimates

There were no material changes in estimates of amounts reported in prior financial years that have a material effect in the current quarter ended 30 June 2012.

A7.
Issuance, Cancellation, Repurchases, Resale & Repayments of Debt and Equity Securities


On 30 June 2009, the Company had obtained approval from its shareholders to buy-back its own shares. The latest approval obtained for the renewal of share Buy-back Authority was on 28 June 2012.

On a cumulative basis, as at 30.6.2012, the Company has purchased 138,300 ordinary shares for RM52,549.54, representing in average RM0.38 per share. 

None of the treasury shares held were resold or cancelled during the financial quarter.

A8.
Dividend Paid


No dividend was paid during the current quarter under review.
A9. 
Segmental Reporting


Segment information is presented in respect of the Group business segments. The business segment is based on the Group’s management and internal report structure. Segment information by geographical segments is not provided as the activities of the Group are located principally in Malaysia. Inter-segment pricing is determined based on negotiated terms.


Segments result, asset and liabilities include items directly attributable to a segment as well as those that can be allocated on a reasonable basis. Unallocated items mainly comprise corporate assets and expenses.


Business Segments 


The Group is organized into the following business segments:-

i) Tiles- manufacturing, trading and marketing of all kinds of ceramic and related products
ii) BOPP Films – manufacturing of Biaxially Oriented Polypropylene films for packaging

iii) Others – investment holding, property development and construction
The directors are of the opinion that all inter-segment transactions have been entered during the normal course of business and  have been established on terms and conditions that are not materially different from those obtainable in transactions with unrelated parties.
	
	Tiles
RM’000
	BOPP Films

RM’000
	Others
RM’000
	Eliminations
RM’000
	Consolidated RM’000


	Revenue-External
	16,963
	22,597
	6,300
	
	45,860

	Operating profit/(loss)
	(4,074)
	1,980
	3,495
	
	1,401

	
	
	
	
	
	

	Other income
	32,107
	
	
	
	32,107

	Interest expenses
	
	
	
	
	(2,085)

	Profit before taxation
	
	
	
	
	31,423

	
	
	
	
	
	

	Tax expenses
	
	
	
	
	(375)

	Net profit for the year
	
	
	
	
	31,048

	
	
	
	
	
	

	Segments assets
	250,347
	45,216
	64,965
	(141,784)
	218,744

	Goodwill
	
	
	
	
	6,495

	Total assets
	
	
	
	
	225,239

	
	
	
	
	
	

	Segments liabilities
	91,702
	16,634
	1,607
	(28,751)
	81,192

	Depreciation and    amortization
	1,637
	194
	-
	-
	1,831


Geographical segments
The Group’s production facilities are located in Malaysia only.

In determining the geographical segment of the Group, revenue is based on the geographical location of customers.

	
	Revenue
	

	
	RM’000
	

	
	
	

	Malaysia
	   34,047
	

	Asean countries
	     5,524
	

	Other countries
	6,289
	

	
	
	

	
	   45,860
	


A10. 
Valuations of Property, Plant & Equipment
The property, plant and equipment have not been revalued since the previous annual audited financial statements.

A11.
Material Events Subsequent to End of Interim Period
There were no material events subsequent to the end of the quarter under review that have not been reflected in the financial statements.

A12.
Changes in the Composition of the Group

There was no change in the composition of the Group during the current quarter.

A14.
Capital Commitments
Except as disclosed in notes B6, there were no other material capital commitments during the current quarter ended 30 June 2012.
B. Notes Required Under Bursa Malaysia Securities Berhad’s Listing Requirements.

B1.
Quarter vs Preceding Year Quarter
The Group’s revenue for the second quarter ended 30 June 2012 was lower by RM7.49million or 26% as compared to previous year of the corresponding quarter. Tiles Division recorded lower sales by RM5.7million or 37% as compared to previous year of the corresponding quarter. Higher sales in previous year of the corresponding quarter was mainly due to revenue recognition of certain special project.  BOPP Division also recorded lower sales by 1.7million or 13.29% as compared to previous year of corresponding quarter. 
The Group’s profit before taxation for the second quarter ended 30 June 2012 of RM29.5million (2011: RM0.837 million) was RM28.66 million higher as compared to the corresponding quarter ended 30.6.2011. This was mainly due to recognition of gain on disposal of land by the Tiles Division. 
B2.
Material Changes for the Current and Preceding Quarter.
The Group’s revenue for the second quarter ended 30 June 2012 was lower by RM4.52 million or 17% compared to preceding quarter. This was mainly due from revenue recognized from the disposal of a land under Properties Division of RM6.3million in preceding quarter. Tiles Division recorded higher sales by  2.1 million  or 28% higher when compared to the preceding quarter. BOPP Division revenue was slightly lower by only RM0.33 million or 2.9% when compared to the preceding quarter. 
The Group’s profit before taxation for the current financial quarter of RM29.5 million (31.3.2012: RM1.9 million) was higher by RM27.6 million when compared to the preceding quarter. The higher profit before taxation was mainly due to recognition of profit from disposal of land by the Tiles Division.
B3. 
Prospects
The Board anticipates that the Year 2012 will be a challenging period for business environment in view of the uncertainty of the global economy and Eurozone debt crisis. However, with some measures to be undertaken and if materialize, the Board expects the performance for the current year to be satisfactory.

B4.
Provision of Profit Forecast of Profit Guarantee in Public Document
The Group did not announce any profit forecast or profit guarantee in a public document.
B5.
Taxation

	
	2012
Quarter 
ended

30 June
RM ‘000
	2011
Quarter 
ended

30 June
RM ‘000
	2012
Year to Date 
 ended

30 June
RM ‘000
	2011
Year to date ended

30 June
RM ‘000

	Current year
	
	
	
	

	- Income tax
	   487
	   350
	375
	650

	
	
	
	
	

	
	   487
	   350
	375
	650


The lower tax rate compared to the statutory tax rate was mainly due to certain income which are non-taxable.  

B6.
Status of Corporate Proposals

a) On 5 April 2005, Seacera Properties Sdn. Bhd. (403089-X) (“SPSB”) a wholly owned subsidiary of the company entered into a conditional Joint Venture Development Agreement (“JVDA”) with Duta Skyline Sdn. Bhd. (“DSSB”) to develop pieces of freehold land owned by DSSB. The JVDA is pending completion and is further extended to 31 December 2012 as certain conditions precedents have yet to be met.
b) Conditional Sales and Purchase Agreement dated 15 May 2009 entered into between SPSB and DSSB. (338152-U) in relation to the purchase of a piece of freehold land identified as developer’s plot no. M.S. 269/1996/5A, M.S.269/1996/6A and M.S.269/1996/7A measuring approximately 113.29 acres forming part of the land held under Geran 23940, Lot 613, Mukim Ulu Semenyih, District of Ulu Langat, Negeri Selangor Darul Ehsan for a total purchase consideration of RM26,750,000.00 only. The purchase was approved by the shareholders during the EGM held on 30 June 2009 and pending fulfillment of certain conditions precedents.
c) Conditional Sales and Purchase Agreement dated 30 November 2010 was entered into between Seacera Porcelain Sdn Bhd(182618-A) and Perbadanan Kemajuan Negeri Perak in relation to the purchase of a piece of leasehold land measuring approximately 31.01 acres located at Kamunting Raya Industrial Estate, Mukim Asam Kumbang, Daerah Larut & Matang, Perak Darul Ridzuan for a purchase consideration of RM8,780,171.40 to be satisfied in part by cash RM878,017.00 and in part by issuance of 7,902,155 new ordinary shares of RM1.00 each in Seacera (“Seacera shares”) at an issue price of RM1.00 per Seacera share only. On 10 October 2011, during the Extraordinary General Meeting(“EGM”), the Company had obtained approval from the shareholders for this transaction. As at date of this report, there are certain conditions precedent which are pending to be fulfilled. On 7 August 2012, the company has announced that the condition precedents fulfillment period was extended to 30 September 2012. 
d) On 10 April 2012, SPSB, a wholly owned subsidiary of the Company had entered into Sale and Purchase Agreement with DSSB to acquire a freehold land measuring approximately 137.97 acres identified as provisional plot no.M.S.269/1996/8A,M.S.269/1996/10A and M.S.269/1996/11A located at a piece of land held under Lot 613, Geran 23940, Mukim Ulu Semenyih, District of Ulu Langat, Selangor for a cash consideration of RM78.13million only. The purchase was approved by the shareholders at the EGM  on 29 August 2012. As at the date of this report, the transaction is pending fulfillment of the conditions precedent. 
e) Utilisation of proceeds

The Gross proceeds from Right Issue of RM28,985,199 have been utilized in the following manner:-

	
	Proposed Utilisation
	Actual Utilisation as at 30 June 2012
	Intended timeframe for utilisation

	Purpose
	RM
	RM
	

	
	
	
	

	Payment for Kajang Land
	4,650,000
	4,650,000
	Immediate

	
	
	
	

	Advance to subsidiary
	10,000,000
	4,150,000
	Immediate

	
	
	
	

	Working Capital
	13,662,403
	13,662,403
	Within two (2) years

	
	
	
	

	Estimated expenses for the Rights with Warrants Issue
	350,000
	270,800
	Immediate

	
	28,662,403
	22,733,203
	


The balance of proceeds from the rights issue is placed under interest bearing deposits or temporarily  or reduce the bank overdraft balance.
B7.
Group Borrowings


Group borrowings consist of the following:








As at







        30.6.2012







RM’000


Dominated in Ringgit Malaysia


Secured


Long term borrowings



  9,400

Secured


Short term borrowings



20,091

Bankers acceptance



20,453







40,544
Total





49,944
                                                                              ____________
B8. 
Off Balance Sheet Financial Instruments
There were no off balance sheet financial instruments entered into by the Group as at the date of this report except for the Corporate Guarantee issued by Seacera in favour of the financiers’ of the subsidiary companies  for their banking facilities amounting to RM48.4 million.
B9.
Changes in the Material Litigation

There were no other material litigation, claims or arbitration, either as plaintiff or defendant and the Directors have no knowledge of any proceedings pending or threatened against the Company and/or its subsidiaries or of any fact likely to give rise to any proceedings which might adversely and materially affect the financial position or business of the Company and/or its subsidiaries, save as disclosed below:

a) Seacera Properties Sdn Bhd together with Duta Skyline Sdn. Bhd. (both referred to as “Plaintiff”) are taking legal action against Mohamed Faisal bin Abdul Gaffar and Tetuan Faisal Gaffar & Co (both referred to as “Defendants”) for negligently releasing the stakeholder deposit to a third party without the Plaintiff’s knowledge.

On 17 February 2012, our legal counsel has received Judgement in Default from High Court. Upon receiving the sealed copy from the High Court, our legal counsel would present the Judgement to the Defendants. As at the date of this report, the Defendants have to set aside the Judgement in Default. Hence the Defendants are required to submit their statement of defence and subsequently the plaintiff is required to submit their reply to the statement of defence. 
b) On 30 May 2011, the Company has been served with a writ of summons dated 25 May 2011 by Syarikat Fu Yuen Sdn Bhd (“Plaintiff”) in relation to the Sale and Purchase Agreement entered with the Plaintiff on 28 January 2011. The Plaintiff has claimed for certain declaration, liquated damages in the sum of RM6.2 million and 8% interest rate per annum of the liquidated sum from the date of Judgement to full realization of the same. The plaintiff has alleged that the aforesaid agreement was unilaterally terminated and therefore, seeks damages for the said alleged termination. As announced on 11 July, the Plaintiff has withdrawn the private caveats lodged against the Property.

On 13 January 2012, the court has directed the Plaintiff to file in the Bundle of Documents by 20 January 2012 and parties to ensure that all documents for the purposed of trial, i.e. List of witnesses, Case Summary, Issued to be Tried, Statement of Agreed Facts and Witness Statements are duly filed in Court before the final case management. Earlier dates for the trial on 8 June 2012, 11 June 2012 and 15 June 2012 have been vacated by the Court and new dates shall be fixed soon.
c) On 19 July 2011, the Company has been served with a writ of summons  by Dato’ Azizi bin Yom Ahmad and Ong Koay Guat (“Plaintiffs”) in relation to the Sale and Purchase of Shares Agreement (“SPA”) entered into by the Company with Ong Kim  Chong @ Ong Hwee Choo and Ong Kah Hoe on 1 November 2010 on the disposal of RM500,000 ordinary shares of RM1.00 each representing 100% of the issued and paid up share capital of Seacera Development Sdn. Bhd., a wholly owned subsidiary of the Company at a total consideration of RM6 million, details of which were disclosed in the Company’s announcement dated 1 November 2010, 4 November 2010 and 16 November 2010.

The Plaintiffs alleged that the Company had entered into the transaction without the consent and approval of the shareholders of the Company. Therefore, the Plaintiffs are seeking amongst others for declaration that the SPA is null and void and that the transactions be reversed. The Plaintiffs are also seeking that Ong Kah Hoe, Ong Kah Wee and Ong Yew Ming resign as Director of Seacera Development Sdn. Bhd.

The trial of this case commences on 10 January 2012 with the production of the Plaintiff’s first witness,i.e. Dato Azizi bin Yom Ahmad for Examination-in-Chief, Cross-examination and Re-examination. The Proceeding was subsequently followed by Examination-in-Chief of Plaintiff second witness,i.e. Madam Ong Koay Guat. On 16 February 2012, the trial continued with Cross-Examination and Re-examination of the Plaintiff’s second witness. On 30 March 2012, the trial continued with the Defendant first witness,i.e. En Zulkarnin bin Ariffin for Examination-in-Chief, Cross-examination and Re-examination. Subsequently, on 19 June 2012 and 22 August 2012, the trial continued with witness representing 2nd to 6th Defendant, i.e. Ong Kim Chong@Ong Hwee Choo which has completed the Examination-in-Chief and Cross-examination and Re-Examination by Plaintiff counsel before the matter was adjourned to another date for continued trial on 22 August 2012, to enable both Plaintiff and Defendant to complete the Cross-examination and Re-examination of Ong Kim Chong@Ong Hwee Choo. In October 2012, both parties legal counsel will submit their written summary of the case to the judge based on the information, facts and argument given by the witnesses. The judge will then provide his decision based on the summary of the case.
B10.
Dividend
The Board of Directors does not  recommends any further dividend for the current quarter under review.
B11.
Earnings per Ordinary Share (EPS)


The earnings per ordinary share of the Group as at the end of this period are calculated as follows: 

	
	2012 

Quarter 
ended 

30 June

	2011 

Quarter 
ended 

30 June

	2012 

Year to date ended 

30 June

	2011 

Year to date ended 

30-June

	
	

	Net profit for the Period (RM’000)

	29,017
	487
	31,048
	2,327
	
	

	No. of ordinary shares (‘000)
	99,578
	58,632
	99,578
	58,632
	
	

	
	
	
	
	
	
	

	Owner of the parent 
	29,017
	487
	31,048
	2,299
	
	

	Non-controlling interest
	-
	28
	-
	28
	
	

	
	
	
	
	
	
	

	EPS (sen)  - Basic
	29.14
	0.78
	31.18
	3.92
	
	

	EPS (sen)  - Diluted
	29.14
	0.78
	31.18
	3.92
	
	


B12.
Disclosure of realised and unrealised profits and losses


Retained earning
        30 June                 30 June   
	
	2012
RM’000
	2011
RM’000

	Total retained earnings of Seacera and its subsidaries
	
	

	· Realised
	53,958
	32,199

	· Unrealised
	4,273
	3,559

	
	58,231
	35,758

	Less : Consolidation adjustments
	(13,764)
	(10,444)

	Total Group retained Earnings as per Consolidated Financial Statements
	44,467
	25,314


B13.
Profit for the period /year

	
	2012 

Quarter 
ended 

30 June
RM’000
	2011 

Quarter 
ended 

30 June
RM’000
	2012 

Year to date ended 

30 June
RM’000
	2011 

Year to date ended 

30 June

RM’000

	Profit for the period/year after charging/(crediting):
	
	
	
	

	Interest expense
	872
	999
	2,085
	1,939

	Depreciation
	961
	1,095
	1,831
	1,338

	
	
	
	
	

	Foreign exchange (gain)/loss
	(101)
	41
	(38)
	88

	
	
	
	
	

	Interest income
	(136)
	(17)
	(209)
	(31)


B14.
Authorisation for issue


The interim financial statements were authorized for issue by the Board of Directors in accordance with a resolution by the Directors.
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