STONE MASTER CORPORATION BERHAD (SMCB) 

Company No. 498639-X

NOTES TO THE FINANCIAL STATEMENTS

Significant Group Accounting Policies

1. The Group’s proforma consolidated financial results comprise the audited accounts of SMCB and its subsidiaries.  The proforma consolidated results have been prepared based on the accounting policies consistent with those previously adopted in the preparation of the audited financial statements of the individual companies in accordance with the provisions of the Companies Act, 1965 and the approved accounting standards issued by the Malaysian Account Standard Board.

2. The proforma consolidated statements are provided for illustrative purposes only to show the effects of the following acquisition and the IPO in conjunction with its floatation on the Second Board of Kuala Lumpur Stock Exchange (“KLSE”) on the assumption that these transactions were completed on 31 March 2002.

(i) A purchase consideration of RM34,072,114 for the entire issued and paid up capital of S.P. Granite Sdn Bhd, satisfied wholly by the issuance of 34,064,257 new ordinary shares of RM1.00 each in SMCB.

(ii) A purchase consideration of RM4,886,039 for the entire issued and paid up capital of Rainbow Marble & Tiling Sdn Bhd, satisfied wholly by the issuance of 4,884,913 new ordinary shares of RM1.00 each in SMCB.

(iii) A purchase consideration of RM 1,391,151 for the entire issued and paid up capital of Far East Marble & Tiling Sdn Bhd, satisfied wholly by the issuance of 1,390,830 new ordinary shares of RM1.00 each in SMCB.

There was a pre-acquisition profit of RM7.238 million arising from acquisition of its subsidiaries for the proforma group of SMCB.

3.
Extraordinary Items

During the financial year there was no exceptional item or extraordinary item in the financial statement under review.

4.
Profit/Loss or Sale of Unquoted Investments and / or Properties

There were no acquisitions or disposals of unquoted investments and /or properties during the financial year under review.

5. Changes To The Composition of  The Group

There were no changes to the composition of the proforma group during the quarter under review.  However, the composition of the Group has charged subsequent to the completion of the restructuring scheme mentioned in Note 6 below.

6. Corporate Proposals

In conjunction with the floatation of the Company on the Second Board of the KLSE, the Company implemented the restructuring scheme set out below;-

ACQUISITIONS

Acquisition of S. P. Granite Sdn Bhd

SMCB acquired the entire equity interest in S.P. Granite SdnBhd, comprising 10,000,000 ordinary shares of RM1.00 each, for RM34,072,114, satisfied wholly by the issuance of 34,064,257 new ordinary shares of RM1.00 each in SMCB, credited as fully paid-up.

Acquisition of Rainbow Marble & Tiling Sdn Bhd

SMCB acquired the entire equity interest in Rainbow Marble & Tiling Sdn Bhd, comprising 1,000,000 ordinary shares of RM1.00 each, for RM4,886,039, satisfied wholly by the issuance of 4,884,913 new ordinary shares of RM1.00 each in SMCB, credited as fully paid-up.

Acquisition of Far East Marble & Tiling Sdn Bhd

SMCB acquired the entire equity interest in Far East Marble & Tiling sdn Bhd, comprising 50,000 ordinary shares of RM1.00 each, for RM 1,391,151, satisfied wholly by the issuance of 1,390,830 new ordinary shares of RM1.00 each in SMCB, credited as fully paid-up.

PUBLIC ISSUE

SMCB is now making a public issue of 1,650,000 new ordinary shares of RM1.00 each at an issue price of RM1.15 per new ordinary share to eligible employees of the SMCB Group, and the Malaysian public.

Upon completion of the Public Issue the issued and fully paid-up share capital for SMCB will increase from 40,350,000 ordinary shares of RM1.00 each to 42,000,000 ordinary shares of RM1.00 each.

OFFER FOR SALE

In conjunction with the Public Issue, the Offerors will offer for sale 3,420,000 ordinary shares of RM1.00 each in SMCB at an offer price of RM1.15 per share to the Malaysian public and identified investors ( by way of private placement).

LISTING OF THE ENTIRE ISSUED AND PAID-UP SHARE CAPITAL COMPRISING 42,000,000 ORDINARY SHARES OF RM1.00 EACH ON THE SECOND BOARD OF THE KLSE

7. Issuance Of / Repayment Of Debt And Equity Securities

Save for the equity shares issued / to be issued as mentioned in Note 6 above, there were no issuance or repayment of debts and equity securities, share by banks, share cancellations, shares held as treasury, shares and result of treasury shares by the Group for the current financial year.

8.
Seasonal or Cyclical Factors

The operations of the Group were not significantly affected by any seasonality or cyclicality factors.

9.
Contingent Liabilities

There are no material contingent liabilities incurred by SMCB and its subsidiaries as at 25 June 2002.

10.
Dividends

No dividends were recommended for the financial year ended 31 March 2002.

11.
Financial Instrument with Off Balances Sheet Risk.

There are no financial instrument with off balance sheet risk as at 25 June 2002

12.
Material Litigation

Neither SMCB nor any of its subsidiaries are engaged in any litigation either as plaintiff or defendant which has a material effect on the financial position of the Group as at 25 June 2002

13.
Group Borrowing

Total bank borrowings for the proforma group of SMCB are as follows :-


Short Term Borrowings

(Less than 12 months)

RM’000
Long Term Borrowings (More than 12 months) RM’000
Total

RM’000



Secured :-






Bank Overdrafts
9,871
-
9,871

Bankers Acceptance
25,244
-
25,244

Term Loan
379
1,519
1,898

Hire Purchase
458
601
1,059


35,952
2,120
38,072






Unsecured :-




Bank Overdrafts
136
-
136






Total Bank Borrowings
36,088
2,120
38,208

The bank borrowings of the proforma group are secured by way of the following :-

(a) Certain freehold or leasehold Land and Building of the profroma group;

(b) Continuing joint and several guarantee by the Directors of its subsidiaries;

(c) Debenture incorporating fixed and floating charges over all the present and future assets of one of its subsidiaries; and

(d) Corporate guarantee from its subsidiaries.

14.
Taxation

Taxation comprises :-


Current taxation
3,714

Deferred taxation
26

Under provision in respect of prior years
70


3,810

15.
Current Year Prospects

With the expected recovery of the Malaysian economy and the Government’s increasing public expenditure on infrastructure and construction will lead in higher demand for building construction materials like granite, marble and ceramic tiles.  This will have a positive impact on the Groups’ business.

Barring any unforeseen circumstances the Board of Directors is confident the Group will perform well in the coming financial year.

16.
Segment Reporting

The Group operates principally in only one industry segment.  The relevant financial information has been appropriately presented in the current financial year.

17.
Subsequent Material Events

There was no material events that has arisen since the end of the current financial year to the day of this report other than the restructuring scheme mentioned in Note 6 above.

