LFE CORPORATION BERHAD
 (579343-A)

Incorporated in Malaysia 


QUARTERLY REPORT ON CONSOLIDATED RESULTS FOR THE FIRST QUARTER ENDED 31 MARCH 2004

(THE FIGURES HAVE NOT BEEN AUDITED)

I.
CONDENSED CONSOLIDATED INCOME STATEMENTS 

FOR THE FIRST QUARTER ENDED 31 MARCH 2004

	
	
	
	
	INDIVIDUAL QUARTER
	
	CUMULATIVE QUARTER

	
	
	
	
	Current year quarter
	
	Preceding year corresponding period
	
	Current year to date
	
	Preceding year corresponding period

	
	
	
	
	31/03/2004
	
	31/03/2003
	
	31/03/2004
	
	31/03/2003

	
	
	
	
	RM’000
	
	RM’000
	
	RM’000
	
	RM’000

	
	
	Revenue
	
	35,331
	
	-
	
	35,331
	
	-

	
	
	Cost of sales
	
	(30,887)
	
	-
	
	(30,887)
	
	-

	
	
	Gross profit
	
	4,444
	
	-
	
	4,444
	
	-

	
	
	Other operating income
	
	210
	
	-
	
	210
	
	-

	
	
	Distribution costs
	
	-
	
	-
	
	-
	
	-

	
	
	Administration expenses
	
	(2,391)
	
	-
	
	(2,391)
	
	-

	
	
	Other operating expenses 
	
	(56)
	
	-
	
	(56)
	
	-

	
	
	Allowance for doubtful debts
	
	-
	
	-
	
	-
	
	-

	
	
	Profit from operations
	
	2,207
	
	-
	
	2,207
	
	-

	
	
	Finance cost
	
	(281)
	
	-
	
	(281)
	
	-

	
	
	Share of loss of associates
	
	(21)
	
	-
	
	(21)
	
	-

	
	
	Profit before tax
	
	1,905
	
	-
	
	1,905
	
	-

	
	
	Tax expense
	
	(584)
	
	-
	
	(584)
	
	-

	
	
	Profit after tax 
	
	1,321
	
	-
	
	1,321
	
	-

	
	
	Minority interests
	
	50
	
	-
	
	50
	
	-

	
	
	Net profit for the period
	
	1,371
	
	-
	
	1,371
	
	-

	
	
	Basic earnings per share based on 52,000,002 ordinary shares (sen)
	
	2.64
	
	-
	
	2.64
	
	-

	
	
	
	 
	
	
	
	
	
	
	


The Condensed Consolidated Income Statements should be read in conjunction with the Annual Financial Statements for the year ended 31 December 2003

Note : 

Comparative figures for the preceding year corresponding quarter and preceding year corresponding period are not available as this is the third quarterly results announced by LFE Corporation Berhad (“the Company“ or “LFECorp”) since its listing on 27 October 2003.

II.
CONDENSED CONSOLIDATED BALANCE SHEET 


FOR THE FIRST QUARTER ENDED 31 MARCH 2004

	
	
	
	Unaudited
	
	Audited

	
	
	
	As at end of current quarter
	
	As at  preceding financial year-end

	
	
	
	31/03/2004
	
	31/03/2003

	
	
	
	RM’000
	
	RM’000

	
	Property, plant and equipment
	
	18,483
	
	-

	
	Investment properties
	
	1,299
	
	-
	

	
	Investments in associated companies
	
	277
	
	-
	

	
	Other investments
	
	28,745
	
	-

	
	Intangible assets
	
	849
	
	-

	
	Deferred tax assets
	
	1,054
	
	-

	
	
	
	50,707
	
	-

	
	Current assets
	
	
	
	

	
	
	Investment properties
	
	4,454
	
	-

	
	
	Inventories
	
	3,407
	
	-

	
	
	Trade receivables
	
	58,279
	
	-

	
	
	Other receivable, deposits and prepayments
	
	3,016
	
	-

	
	
	Amount due from contract customers
	
	5,751
	
	-

	
	
	Fixed deposits with licensed bank
	
	3,702
	
	-

	
	
	Cash and bank balances
	
	4,574
	
	-

	
	
	
	
	83,183
	
	-

	
	
	
	133,890
	
	-

	
	Current liabilities
	
	
	
	

	
	
	Trade payables
	
	34,990
	
	-

	
	
	Other payables and accruals
	
	2,706
	
	-

	
	
	Amount due to contract customers
	
	1,746
	
	-

	
	
	Amount due to director
	
	235
	
	-

	
	
	Overdraft & short term borrowings
	
	13,218
	
	-

	
	
	Dividend payables
	
	5,000
	
	-

	
	
	Provisions for taxation
	
	967
	
	-

	
	
	
	58,862
	
	-

	
	
	
	
	
	

	
	Net current assets
	
	24,321
	
	-

	
	
	
	75,028
	
	-

	
	Shareholders’ funds
	
	
	
	

	
	Share capital
	
	52,000
	
	-

	
	Reserves
	
	12,587
	
	-

	
	Share premium
	
	5,187
	
	-

	
	
	
	69,774
	
	-

	
	
	
	
	
	

	
	Minority interests
	
	1,212
	
	-

	
	Long term borrowings 
	
	3,512
	
	-

	
	Deferred taxation
	
	530
	
	-

	
	
	
	75,028
	
	-

	
	
	
	
	
	

	
	Net tangible assets per share 
	  
	RM1.33
	
	-


The Condensed Consolidated Balance Sheets should be read in conjunction with the Annual Financial Statements for the year ended 31 December 2003
Note : 

Comparative figures for the preceding year are not available as this is the third quarterly results announced by LFECorp since its listing on 27 October 2003.

CONDENSED CONSOLIDATED CASH FLOW STATEMENT

FOR THE FIRST QUARTER ENDED 31 MARCH 2004

	
	
	Unaudited 

3 months to

31/03/2004



	
	Cash flow from Operating Activities
	RM ‘000
	

	
	Profit before tax
	1,905
	

	
	Adjustments: -
	
	

	
	Non cash items
	357
	

	
	Non operating items
	285
	

	
	Operating profit before changes in working capital
	2,547
	

	
	Changes in working capital
	
	

	
	
	Net change in current assets
	1,319
	

	
	
	Net change in current liabilities
	(6,158)
	

	
	Cash generated from operation
	(2,292)
	

	
	Interest expense
	(281)
	

	
	Taxes paid
	(1,083)
	

	
	Net cash used from operating activities
	(3,656)
	

	 
	
	
	

	   
	Cash flow from Investing Activities
	
	

	
	
	Purchases of property, plant and equipment
	(214)
	

	
	         Purchase of other investment
	(30)
	

	
	         Repayment from related companies
	(367)
	

	
	         Interest income
	17
	

	
	Net cash used in investing activities
	(594)
	

	
	
	
	

	
	Cash flow from Financing Activities
	
	

	
	
	Repayment of short term borrowings 
	(213)
	

	
	
	Repayment of hire purchase and lease creditors
	(188)
	

	
	
	Proceeds from hire purchase
	-
	

	
	Net cash used in financing activities
	(401)
	

	
	
	
	

	
	Net change in Cash and Cash Equivalents
	(4,651)
	

	
	Cash and Cash Equivalents at 1 January 2004
	3,728
	

	
	Cash and Cash Equivalents at 31 March 2004
	(923)
	


The Condensed Consolidated Cash Flow Statements should be read in conjunction with the Annual Financial Statements for the year ended 31 December 2003

Note : 

Comparative figures for the preceding year are not available as this is the third quarterly results announced by LFECorp since its listing on 27 October 2003.

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
	
	
	
	Non Distributable
	
	Distributable
	
	

	
	Share Capital
	
	Share

Premium
	
	Retained Profits
	
	Total

	
	RM’000
	
	RM’000
	
	RM’000
	
	RM’000

	Three months to 31st March 2004 (unaudited)
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Balance as at 1st January 2004
	52,000
	
	5,187
	
	11,216
	
	
   68,403

	
	
	
	
	
	
	
	

	Issue of shares
	-
	
	-
	
	-
	
	-

	
	
	
	
	
	
	
	

	Net profit for the period
	-
	
	-
	
	    1,371
	
	     1,371

	
	
	
	
	
	
	
	 

	As at 31st March 2004
	52,000
	
	5,187
	
	12,587
	
	69,774


The Condensed Consolidated Statement of Changes in Equity should be read in conjunction with the Annual Financial Statements for the year ended 31 December 2003

Note : 

Comparative figures for the preceding year are not available as this is the third quarterly results announced by LFECorp since its listing on 27 October 2003.

A.
EXPLANATORY NOTES IN COMPLIANCE WITH MALAYSIAN ACCOUNTING STANDARDS BOARD (“MASB”) STANDARD 26 INTERIM FINANCIAL REPORTING
A1
Basis of preparation

The unaudited consolidated interim financial statements has been prepared in accordance with the Malaysian Accounting Standards Board (MASB) Standard No. 26 “Interim Financial Reporting” and paragraph 9.22 of the Bursa Malaysia Securities Berhad (“Bursa Malaysia “) Listing Requirements.

The unaudited consolidated interim financial statements of LFECorp are prepared using the same accounting policies and methods of computation as those used in the preparation of the most recent annual financial statements.

A2
Audit Qualification of financial statements

The financial statements of LFECorp and its subsidiaries for the financial year ended 31 December 2003 were not subject to any audit qualification. 
A3
Seasonal or cyclical factors
The businesses of the LFECorp Group (“the Group”) were not materially affected by any significant seasonal or cyclical factors for the current quarter under review.
A4
Exceptional item

There were no exceptional items included in the interim financial statements under review affecting assets, liabilities, equity, net income or cash flows.

A5
Changes in estimates


There are no material changes in estimates of amounts reported during the quarter and financial year-to-date under review. 

A6
Debt and equity securities
There are no issuances and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current period and financial year-to-date.  

A7
Dividend

The Board of Directors proposed first and final dividend of 7% less 28% income tax totalling RM 2.621 million in respect of the financial year ended 31 December 2003 subject to the shareholders’ approval at the forthcoming Annual General Meeting of LFECorp. The proposed dividend of 7% is in line with the forecasted dividend disclosed in the Prospectus dated 30 September 2003. The entitlement to the final dividend will be determined in due course.


No dividend was paid in the current quarter under review.

A8
Segmental information 


Segmental information is presented in respect of the Group’s business segment and geographical segment

	
	Revenue
	
	Profit before tax

	
	RM’000
	
	RM’000

	Electrical & mechanical engineering services 
	
	
	

	Local 
	29,719
	
	1,976

	Overseas
	3,569
	
	53

	Subtotal
	33,288
	
	2,029

	Manufacturing
	
	
	

	Local
	355
	
	(18)

	Export
	1,698
	
	(85)

	Subtotal
	2,053
	
	(103)

	Elimination of inter company sales
	(10)
	
	-

	Exceptional items
	-
	
	-

	Share of loss from associate
	-
	
	(21)

	Grand total
	35,331
	
	1,905


A9
Valuation of property, plant and equipment 

There were no changes in valuation on property, plant and equipment since the last annual financial statements.

A10
Materials events subsequent to the end of the interim period
There are no material events subsequent to the current financial quarter under review up to the date of this report which are likely to substantially affect the financial results and operations of the Group.

A11
Changes in the composition of the Group


There was no change in the composition of the Group for the current quarter under review.

A12
Changes in Contingent Liabilities and Contingent Assets 


As at the date of this report, the contingent liabilities of the Group and the Company were as follows:

	
 

	31.03.2004

RM’000

	Letter of guarantee issued by various banks to guarantee the due performance of contracts awarded to the Group


	22,265 

	Letter of guarantee issued by a subsidiary to a third party
	2,750

 


Save for the above and as disclosed in B12, there are no material contingent liabilities as at the date of this quarterly report. 

A13
Capital commitments

Authorised capital commitments not provided for in the financial statements as at 31 March 2004 are as follows:

	

	
	Approved but not contracted for

	Plant, equipment and machinery  


	
	886

         
 


A14
Significant related party transactions


Significant related party transactions of the Group are as follows:

	

	31.03.2004

RM’000



	Purchases from a company in which directors has an interest          

* Purchases of busduct

· Mayduct Technology Sdn Bhd                                             

* Purchases of crusher run

· Kajang Rocks Quarry Sdn Bhd

* Purchases of isolator

-       Busway Industries Sdn Bhd                                             

Sales to a company in which a director has interest

*  Sales of busduct

-      Megaduct Marketing Sdn Bhd                                             

Labour paid to a company in which director has an interest

· Busway Industries Sdn Bhd
	10

8

3

4

36



	# Rental paid to a director

· Lew Mew Choi


	28



	# Rental receivable 

· Mayduct Technology Sdn Bhd


	66




* These transactions, which are necessary for the business operations of the Group, have been entered into within the normal course of business and on terms no more favourable to the related parties than to other suppliers of the Group.

# These transactions have been entered into under negotiated terms.

B.
ADDITIONAL INFORMATION REQUIRED BY THE BURSA MALAYSIA SECURITIES BERHAD LISTING REQUIREMENTS
B1
Review of Performance


For the current quarter ended 31 March 2004 there is no significant material factors that affected the Group’s results. The Group registered a turnover of RM 35.3 million and a profit after tax and minority interests of RM 1.4 million.

B2
Comparison between the current quarter and the immediate preceding quarter


There are no comparative figures for the condensed consolidated income statement, condensed consolidated  balance sheet, condensed consolidated statement of changes in equity and condensed consolidated cash flow statement as this is LFECorp’s third quarterly report to the Bursa Malaysia since its listing on 27 October 2003.

B3
Prospects for the current financial year 
For the current quarter under review, the Group recorded a turnover and profit before tax of RM 35.3 million and RM 1.9 million respectively as compared to RM 47.5 million and RM 4.1 million of the preceding quarter ended 31 December 2003. The decrease in profit before tax is mainly due to lower revenue achieved or lower volume of work progress during the quarter.

B4
Variance of actual profit from profit forecast

The Group has not provided any quarterly profit forecast and therefore, no variance information is available for presentation.

B5
Taxation

	

	Individual Quarter
	
	Cumulative Quarter

	
	Current year quarter
	
	Preceding 

year corresponding quarter
	
	Current year to date
	
	Preceding 

Year corresponding period 

	
	31/03/2004
	
	31/03/2003
	
	31/03/2004
	
	31/03/2003

	
	RM’000
	
	RM’000
	
	RM’000
	
	RM’000

	Malaysian taxation
	
	
	
	
	
	
	

	· Current year taxation
	653
	
	-
	
	653
	
	-

	
	
	
	
	
	
	
	

	Overseas taxation
	
	
	
	
	
	
	

	-  Current year taxation
	218
	
	-
	
	218
	
	-

	-  Under/(over) provision in         prior years
	(287)
	
	
	
	(287)
	
	

	
	
	
	
	
	
	
	

	-   Deferred tax expense
	-
	
	-
	
	-
	
	-

	
	584
	
	-
	
	584
	
	-



The effective tax rate of the Group is higher than the statutory tax rate prevailing in Malaysia as certain expenses were not deductible. 

B6
Disposal of unquoted investments and/or properties

There were no sales of unquoted investments and properties for the current quarter and financial year-to-date.

B7
Acquisitions and disposals of quoted securities


The acquisitions of quoted securities for the current quarter were as follows:-

	
	31.03.2004
RM’000

	Acquisition of quoted securities


	                52


	Quoted shares in Malaysia
	31.03.2004
RM’000

	At cost
	28,745

	At carrying value / book value
	28,745

	At market value as at 31 March 2004
	41,057


B8
Status of corporate proposals 
There were no corporate proposals announced but not completed as at the date of this report.

At the date of this report, the details of proceeds utilized are as follows:-

	
	Proposed Utilisation of listing proceeds
	Amount Paid
	Balance to be utilized
	 

	
	RM’000
	RM’000
	RM’000
	

	Repayment to a director in relation to the acquisition of land and buildings 
	4,254
	(4,254)
	-
	

	Working capital
	8,046
	(7,612) 
	434
	

	Estimated Listing expenses
	1,300
	(1,271) 
	29
	

	Total
	13,600
	 (13,137)
	463
	


The listing expenses incurred to date is RM1.734 million as compared to RM1.3 million stated in the Prospectus. The application of changes in utilisation of IPO proceeds (for the sum of RM 433,971) for the working capital to listing expenses has been submitted to Securities Commission (SC) for approval. Prior to SC’s approval, the excess of listing expenses will be paid out from internally generated funds.  

B9
Borrowings and debt securities

Details of the Group’s borrowings (which are all secured and denominated in Ringgit Malaysia) as at 31 March 2004 are as follows:

	
	Long term borrowings
	 
	Short term borrowings
	
	Total

	
	RM’000
	
	RM’000
	
	RM’000

	Bank Overdraft
	-
	
	9,199
	
	9,199

	Hire Purchase Creditors
	1,322 
	
	578
	
	1,900

	Banker’s acceptance
	-
	
	872
	
	872

	Trust Receipts
	-
	
	1,619
	
	1,619

	Term Loans
	2,190
	
	950
	
	3,140

	Total borrowings
	3,512
	
	13,218
	
	16,730


B10
Off Balance Sheet financial instruments

There were no financial instruments with off balance sheet risks for the financial quarter under review.

B11
Material litigation
The Company and its subsidiaries have no outstanding material litigations as at the date of this announcement except as disclosed below: 

(a)
Johor Bahru Sessions Court Summons No. 52-1461 year 1997 (1) 

LFEE Engineering Sdn Bhd (“LFEE”) is claiming against E-Pin Furniture Industries Sdn Bhd (“E-Pin”) for a sum of RM 81,160.71 for goods delivered and works done (renovation and installation works) in 1996, in respect of E-Pin’s premise in Johor Bahru, together with 8% interest thereon, costs and other relief as the Court deems fit. E-Pin has counter-claimed against LFEE for a sum of RM168,990 as damages for alleged defective works done by LFEE and also for late delivery of the said works. This matter has been fixed full trial on 24 February 2004.

The Defendant failed to appear on 24 February 2004 for full trial. As such, judgment in default of appearance was granted against the Defendant for the sum of RM 81,160.71 with cost amounting to the sum of RM 6,599 and the counterclaim struck off.  

(b)
Potential claim by LFEE against Loke Kee Development (“the vendor”) Sdn Bhd and Hanneng Property Sdn Bhd for specific performance under a sale and purchase agreement 

By a letter of demand dated 3 December 2002, LFEE is claiming specific performance against the vendor of a condominium unit for wrongful termination of a sale and purchase agreement dated 19 June 1997 pursuant to which the vendor had agreed to sell and LFEE had agreed to buy the said condominium unit, the purchase price of which is RM326,550. The summons in respect of this matter has not yet been filed.

(c)
Claim by Clement Ang Woon Teng against LFEE and by LFEE against MH Resort Development Sdn Bhd (“MHRD”)


By a Sale and Purchase Agreement dated 18 April 2002, LFEE has purchased a property known as Parcel 2A-1, Storey No. 2 of Building No. A, D’Haven Condominium from the developer, MHRD, in which the purchase price of the said property was settled by way of contra of part of the debts owed by the Developer to LFEE. LFEE has subsequently via a Sale and Purchase Agreement dated 1 July 2003 sold the said Property to Clement Ang Woon Teng. The developer has at all material time confirmed that the said Property is free from encumbrances. It was however discovered sometime in November 2003 that the said Property has actually been assigned by the Developer to EON Bank Barhad as security for a loan granted to Rocbuck Development Sdn Bhd via the Facilities Agreement and Deed of Assignment (Third Party) dated 22 March 1999.


MHRD has informed LFEE that it has obtained a loan from Public Bank Berhad to redeem the said Property from EON Bank Berhad. The said loan is pending finalisation of the loan documentation and MHRD has further informed LFEE that the drawdown of the said loan may be effected sometime in May 2004.

In the event MHRD fails to redeem the said property, Clement Ang Woon Teng may institute legal action against LFEE for breach of the Sale and Purchase Agreement dated 18 April 2002 and LFEE will in turn have to institute legal action against MHRD for breach of the Sale and Purchase Agreement dated 18 April 2002. 
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