NOTES

1. Accounting Policies

The accounting policies and methods of computation followed in this quarterly financial statement are the same as compared with the financial statement for the year ended 31 December 2000.

2. Exceptional Items

During the third quarter, MESB disposed off its entire 30% investment in an associated company, Sagatasia Sdn. Bhd. “Sagatasia”, for the amount of RM 6,158,777/- in cash. The cost of investment in Sagatasia was RM 987,408/-, resulting in an exceptional gain before taxation of RM5,171,369/-. The details of this disposal can be obtained in our previous public announcements to the KLSE.

3. Taxation shown in the Quarterly Consolidated Profit & Loss account is provision for taxation at 28% for the profits achieved in the period ended 30 September 2001 and does not contain any deferred tax in respect of prior years.


Group 

(RM’000)
Company (RM’000)

Provision for taxation - current  quarter ended
28
-

Over provision in preceding year
-
-

Provision for Real Property Gains Tax
260
-

Cumulative as at 30 September 2001
288
-

The provision for Real Property Gains Tax is made for the exceptional gain on disposal of our associated company (refer to Note 2 above).

4. Pre-acquisition  Profits

There were no pre-acquisition profits in the results for the quarter ended 30 September 2001.

6. Investment Income and Profit on Sale Of Investments and /or Properties

The Investment income as disclosed under 1 (b) of the Consolidated Income Statement had arisen from the Group’s gain on disposal of quoted shares and dividends received from investment in quoted shares in Malaysia and the disposal of bonds.

7. Quoted/Unquoted  Investments

(a)


Quoted
Unquoted


RM’000
RM’000

Total purchases of  investments 
2,032
-

Total sales of  investments
5,557
-

Profit/loss from disposal of investment
437
-

(b) Quoted investments as at 30 September 2001


RM’000

At cost
2,833

At carrying value/book value
2,833

At market value
2,595

(c)  Unquoted investments as at 30 September 2001


RM’000

At cost
287

At carrying value/book value
287

At market value
400

8. Changes in Composition of the Group

There were no changes in the composition of the Group for the quarter ended 30 September 2001.

9. Status of Corporate Proposals

There are no outstanding corporate proposals submitted by the Group for the quarter ended 30 September 2001.

10. Explanatory comments about the seasonality or cyclicality of operations.

Not applicable.

11. Save as disclosed below, there were no repayment of debt, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the quarter ended 30 September 2001. During the quarter ended 30 September 2001, there was an issuance of 2,000 ordinary shares of RM1.00 per share pursuant to the exercise of option under the Employees’ Share Option Scheme at the offer price of RM3.62 per share. 

12. Group Borrowings

Total Group borrowings as at 30 September 2001, all of which were unsecured and short term in nature, amounted to RM1,882,910/-.

13. Commitments and Contingent Liabilities

In the normal course of business, the Group makes various commitments and incurs certain liabilities . Details of the Group’s commitments and contingent liabilities as at 20 Oct 2001 are as follows:- 


RM’000

Capital Commitments 

Approved capital commitments


  Contracted but not provided for
206

Contingent Liabilities

Corporate guarantees given to licensed banks for


   Banking facilities granted to a subsidiary company 
61,000

14. Off Balance Sheet Risk

The Group did not have any assets and liabilities with off balance sheet risk as at 20 October 2001.

15. Material Litigation

Save as disclosed below, MESB and its subsidiaries are not engaged in any material litigation as at 20 October 2001.

Since our last report in the second quarter ended 30 June 2001, public examinations have been held to determine the financial status of Mr Jihong Lu. However, till to-date, the Official Assignee is still unable to ascertain the amount which will be paid to MESB. This was due to complication in determining Mr Jihong Lu’s shareholdings in various companies which might be of value to his creditors including MESB. 

16. Segmental Reporting as at 30 September 2001.


Turnover
Profit Before Taxation After Exceptional Item
Total Assets Employed


RM’000
RM’000
RM’000

Engineering and construction
38,026
4,016
56,038

Investment
34
522
17,683


38,060
4,538
73,721

The activities of the Group are all carried out in Malaysia. 

17. Review of the performance of the company and its principal subsidiaries

The Group achieved a turnover of RM 38.06million for the quarter ended 30 September 2001 and a pre-tax profit after exceptional item of RM 4.53million. The increase in turnover for the quarter ended compared with preceding year’s turnover of RM 31.65million was due to the billings upon completion of many existing contracts on hand. The increase in this year’s quarter pre-tax profit after exceptional item compared with previous year was contributed by an Exceptional Item arising from the sale of our associated company, Sagatasia Sdn. Bhd. (refer to Note 2 above) and gain from disposal of bonds.

The operating loss before taxation increased to RM2.0million in the third quarter in comparison with second quarter’s operating loss before taxation of RM 0.6million. This was due mainly to the adjustments made as a result of using actual realised profits from projects completed this quarter as compared to attributable profits.

18. Prospects for the next financial quarter

The Board of Directors is of the opinion that the Group will record lower profits in the next financial quarter as traditionally, progress in work will be slower towards the end of the year due to the unpredictable weather. Due to intense competition, the on-going contracts have low gross profit margin and will not be able to contribute much to the performance of the Group. However, the Group will continue to look for opportunities to meet the anticipated slowdown of the economy.

19. Explanatory notes for variance of actual profit from forecast profit

Not applicable.

20. Dividend

No interim dividend has been declared for the quarter ended 30 September 2001.

By order of the Board

Mah Li Chen

Lee Ming Leong

Company Secretary

Kuala Lumpur 

30 October 2001

