SEACERA GROUP BERHAD (Company No: 163751-H)
INTERIM FINANCIAL REPORTING / STATEMENT FOR 

THE THIRD QUARTER ENDED 30 SEPTEMBER 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

	i. Amendments to IC Interpretation 19 Extinguishing financial liabilities with equity instruments
ii. Amendments to FRS 7 Disclosures-Transfers of financial assets                                                                                                                                                                        
iii. Amendments to FRS 112 Deferred Tax- Recovery of underlying assets
iv. FRS 124 Related party disclosures


	
	
	1 Jan 2012
1 Jan 2012

1 Jan 2012

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 September 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 September 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 30.9.2012, the Company has purchased 254,300 ordinary shares for RM144,471.66, representing in average RM0.57 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
	26,509
	32,734
	6,300
	
	65,543

	Operating profit/(loss)
	(4,311)
	2,828
	3,286
	
	1,803

	
	
	
	
	
	

	Other income
	33,525
	-
	-
	
	33,525

	Interest expenses
	(2,335)
	(462)
	-
	
	(2,797)

	Profit before taxation
	26,879
	2,366
	3,286
	
	32,531

	
	
	
	
	
	

	Tax expenses
	(508)
	(174)
	-
	
	(682)

	Net profit for the year
	26,371
	2,192
	3,286
	
	31,849

	
	
	
	
	
	

	Segments assets
	258,895
	45,139
	72,286
	(149,153)
	227,167

	Goodwill
	
	
	
	
	6,495

	Total assets
	
	
	
	
	233,662

	
	
	
	
	
	

	Segments liabilities
	95,847
	16,522
	67,986
	(97,114)
	83,241

	Depreciation and    amortization
	2,205
	286
	112
	
	2,603


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
	     48,733
	

	Asean countries
	       8,955
	

	Other countries
	       7,855
	

	
	
	

	
	     65,543
	


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 September 2012.
B. Notes Required Under Bursa Malaysia Securities Berhad’s Listing Requirements.

B1.
Quarter vs Preceding Year Quarter
The Group’s revenue for the third quarter ended 30 September 2012 was lower by RM4.24million or 17% as compared to previous year of the corresponding quarter. Tiles Division recorded lower sales by RM2.3million or 20% 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 RM1.8million or 15.42% as compared to previous year of corresponding quarter. This was mainly due to lower sales volume and lower selling price in the current quarter under review.
The Group’s profit before taxation for the third quarter ended 30 September 2012 of RM1.1million (2011: RM1.3 million) was RM0.2 million lower as compared to the corresponding quarter ended 30.9.2011.  
B2.
Material Changes for the Current and Preceding Quarter.
The Group’s revenue for the third quarter ended 30 September 2012 was lower by RM0.98 million or 4.7% compared to preceding quarter. Tiles Division recorded similar sales compared to the preceding quarter. BOPP Division revenue was  lower  by RM0.99 million or 8.9% compared to the preceding quarter. This was due to slow month in the current quarter as BOPP revenue affected by festive seasons and annual maintenance program. 
The Group’s profit before taxation for the current financial quarter of RM1.1 million (30.6.2012: RM21.5 million) was lower by RM20.4 million when compared to the preceding quarter. The lower profit before taxation was mainly due to recognition of gain from disposal of land by the Tiles Division in preceding quarter.
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 Euro zone 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 Sept
RM ‘000
	2011
Quarter 
ended

30 Sept
RM ‘000
	2012
Year to Date 
 ended

30 Sept
RM ‘000
	2011
Year to date ended

30 Sept
RM ‘000

	Current year
	
	
	
	

	- Income tax
	
	
	
	

	
	307
	325
	682
	975

	
	
	
	
	


The lower tax rate compared to the statutory tax rate for the year to date 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) 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. 
d) 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 Sept 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  to reduce the bank overdraft balance.
B7.
Group Borrowings


Group borrowings consist of the following:








As at







        30.9.2012







RM’000


Dominated in Ringgit Malaysia


Secured


Long term borrowings



  8,962

Secured


Short term borrowings



23,734

Bankers acceptance



20,811







44,545
Total





53,507
                                                                              ____________
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 Judgment to the Defendants. As at the date of this report, the Defendants have to applied set aside the Judgment in Default. Both Plaintiff and Defendant had submitted their Statement of Defend and  Reply to the Statement of Defend respectively. The matters is now fixed for full trial on 16 January  2013 to 17 January 2013 at the Shah Alam High Court.
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.The matters is now fixed for full trial on 19 March 2013 to 21 March 2013 at the Shah Alam High Court.
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.

Upon completion of the trial on 22 August 2012, legal counsel for both parties will submit their written summary of the case to the judge based on information, facts and argument given by the witnesses. The judge will then provide his decision based on the summary of these case. As at to date of this report, parties are still waiting for the judgment from the court.

B10.
Dividend

The Board of Directors does not  recommend 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 Sept

	2011 

Quarter 
ended 

30 Sept

	2012 

Year to date ended 

30 Sept

	2011 

Year to date ended 

30 Sept

	
	

	Net profit for the Period (RM’000)

	801
	981
	31,849
	3,241
	
	

	No. of ordinary shares (‘000)
	107,480
	58,632
	107,480
	58,632
	
	

	
	
	
	
	
	
	

	Owner of the parent 
	801
	953
	31,849
	3,241
	
	

	Non-controlling interest
	-
	-
	-
	28
	
	

	
	
	
	
	
	
	

	EPS (sen)  - Basic
	0.75
	1.63
	29.63
	5.53
	
	

	EPS (sen)  - Diluted
	0.75
	1.63
	29.63
	5.53
	
	


B12.
Disclosure of realised and unrealised profits and losses


Retained earning
        30 Sept                  30 Sept   
	
	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
	(12,963)
	(10,444)

	Total Group retained Earnings as per Consolidated Financial Statements
	45,268
	25,314


B13.
Profit for the period /year

	
	2012 

Quarter 
ended 

30 Sept
RM’000
	2011 

Quarter 
ended 

30 Sept
RM’000
	2012 

Year to date ended 

30 Sept
RM’000
	2011 

Year to date ended 

30 Sept
RM’000

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

	Interest expense
	712
	1,024
	2,797
	2,963

	Depreciation
	864
	1,412
	2,603
	3,041

	
	
	
	
	

	Foreign exchange (gain)/loss
	(101)
	5
	(38)
	32

	
	
	
	
	

	Interest income
	(164)
	(30)
	(373)
	(61)


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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