Bursa Malaysia Securities Berhad Listing Requirements (Part A of Appendix 9B)

A1 
Accounting Policies
The interim financial report has been prepared in accordance with MASB 26 Interim Financial reporting and Chapter 9 part K of the Listing Requirements of Bursa Malaysia Securities Berhad. A new applicable approved accounting standard adopted in these financial statements is MASB 19 Events After the Balance Sheet Date. Comparative figures have been adjusted to conform with changes in presentation due to the requirements of the new MASB that have been applied retrospectively.

Save for the adoption of MASB 19, there are no other changes to the accounting policy adopted by the Group.

A2 
Exceptional Items

There were no exceptional items reported for the quarter ended 30 June 2004.

A3 
Extraordinary Items


There were no extraordinary items reported for the quarter ended 30 June 2004.

A4 
Taxation 

The Company and its subsidiaries incurred operating losses for the quarter reported. Therefore, no provision for taxation was made. 

	2004
	Group 

(RM’000)
	Company (RM’000)

	Provision for taxation - current quarter ended
	-
	-

	Under provision in preceding year
	-
	-

	Provision for Real Property Gains Tax
	-
	-

	Under provision for RGPT in preceding year
	-
	-

	Cumulative as at 30 June 2004
	-
	-


	2003
	Group 

(RM’000)
	Company (RM’000)

	Provision for taxation - current quarter ended
	-
	-

	Under provision in preceding year
	26
	-

	Provision for Real Property Gains Tax
	-
	-

	Under provision for RGPT in preceding year
	-
	-

	Cumulative as at 30 June 2003
	26
	-


Deferred Taxation

	
	Unutilised Tax Losses
	Balance Sheet Items
	Total

	
	RM
	RM
	RM

	Balance as at 1/1/2004
	3,003,706
	(19,128)
	2,984,578

	Arising during the year
	452,723
	60,891
	513,613

	Balance as at 30/06/2004
	3,456,429
	41,763
	3,498,191


Subject to approval from the relevant authorities, the Group has unutilised tax losses of approximately RM14.160 million resulting in a net deferred tax asset of RM3.498 million. No recognition of this benefit was made because the Group could not ascertain whether there would be probable future taxable profit available against which the tax losses can be utilised.
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A5
Profit/(losses) on Sale of Unquoted Investments and /or Properties 


   (a)   Unquoted Investments as at 30 June 2004

	
	

	
	RM’000

	Total purchase consideration of unquoted securities 
	-

	Total sale proceeds of unquoted securities
	2,386

	Profit/loss from disposal of unquoted securities
	36


(b) Unquoted investments as at 30 June 2004

	
	RM’000

	At cost
	-

	At carrying value/book value
	-

	At market value
	-


A6
Profit/(losses) on Sale of  Quoted Investments and /or Properties
(a)   Quoted Investments as at 30 June 2004

	
	

	
	RM’000

	Total purchase consideration of quoted securities 
	322

	Total sale proceeds of quoted securities
	1,145

	Profit/loss from disposal of quoted securities
	24


(b) Quoted investments as at 30 June 2004

	
	RM’000

	At cost
	1,652

	At carrying value/book value
	1,586

	At market value
	1,527


A7
Changes in Composition of the Group

There were no changes in the composition of the Group for the quarter ended 30 June 2004.

A8
Status of Corporate Proposals
(a) On 15 April 2004, Hwang-DBS Securities Berhad, on behalf of the Board of Directors of MESB Berhad, had announced that MESB proposed to undertake the acquisition of 6,000,000 ordinary shares of RM1.00 each representing the entire issued and paid-up share capital of Miroza Leather (M) Sdn Bhd for a total cash consideration of RM36 million (“Proposed MLSB Acquisition”). The Proposed MLSB Acquisition is conditional upon the approval of the Foreign Investment Committee (“FIC”) and the shareholders of MESB at an extraordinary general meeting.

(b) Subsequently, on 27 May 2004, MESB entered into a supplemental agreement to vary the payment terms, clarify clause 10.1 of the SPA and to place a covenant on the Vendors so as not to carry out any business similar to MLSB on his own for a period of four (4) years from the date of the SPA.

(c) On 30 June 2004, by way of an exchange of letters, MESB and the Vendors agreed to extend the deadline of the due diligence audit and the period for notification by MESB to the Vendors on the results of the due diligence audit. 

The approval from Foreign Investment Committee (“FIC”) in respect of the Proposed MLSB Acquisition was obtained on 15 June 2004 without any conditions attached and in the extraordinary general meeting held on 2 July 2004, the shareholders approved the resolution in relation to the Proposed MLSB Acquisition.
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(2) On 15 July 2004, MESB submitted a proposal to issue 4,000,000 new ordinary shares of RM1.00 each in MESB (“MESB shares”) representing 10% of the share capital through a private placement exercise (“Proposed Private Placement”) to the Securities Commission (“SC”) for approval which was obtained on 29 July 2004.

A9

Repayment of debt, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares 

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 June 2004. 

A10

Group Borrowings
Total Group borrowings as at 30 June 2004, all of which were unsecured and short term in nature, amounted to RM 353,077/-.

A11
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 31 July 2004 are as follows:- 

	
	RM’000

	  Capital Commitments 

  Approved capital commitments
	

	  Contracted but not provided for
	205

	  Contingent Liabilities

  Corporate guarantees given to licensed banks for
	

	  Banking facilities granted to a subsidiary company 
	61,000


A12 
Off Balance Sheet Risk

The Group did not have any assets and liabilities with off balance sheet risk as at 31 July 2004.

A13 
Material Litigation
MESB and its subsidiaries are not engaged in any material litigation as at 31 July 2004.
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A14 
Segmental Reporting as at 30 June 2004
	REVENUE
	Engineering & Construction

RM
	
	Investment holding

RM
	
	Group

RM

	External revenue
	5,029,862
	
	46,099
	
	5,075,961

	Inter-segment revenue
	-
	
	-
	
	-

	
	5,029,862
	
	46,099
	
	5,075,961

	RESULTS
	
	
	
	
	

	Segment results
	(1,587,922)
	
	146,783
	
	(1,441,139)

	Finance costs
	
	
	
	
	(10,877)

	Loss before taxation
	
	
	
	
	(1,452,016)

	Taxation
	
	
	
	
	-

	Loss after taxation for the financial year
	
	
	
	
	(1,452,016)

	OTHER INFORMATION
	
	
	
	
	

	Segment assets
	
	
	
	
	

	Total current assets & non current assets
	36,888,531
	
	12,482,094
	
	49,370,625

	Tax recoverable
	(203,279)
	
	(78,790)
	
	(282,069)

	Dividend receivable
	-
	
	-
	
	-

	
	36,685,252
	
	12,403,304
	
	49,088,556

	
	
	
	
	
	

	Segment liabilities
	
	
	
	
	

	Total current & long term liabilities
	4,453,510
	
	89,948
	
	4,543,459

	Tax payable
	-
	
	-
	
	-

	Dividend payable
	-
	
	-
	
	-

	
	4,453,510
	
	89,948
	
	4,543,459

	
	
	
	
	
	

	Capital expenditure
	8,179
	
	13,039
	
	21,218

	Depreciation
	107,634
	
	30,191
	
	137,825

	Reversal of impairment losses
	-
	
	-
	
	-


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

A15 
Explanatory comment on material change for quarter reported in comparison with preceding quarter 

For the quarter reported, the Group incurred a loss before tax of RM 0.646 million on a turnover of RM 3.592 million compared with last quarter’s loss before tax of RM 0.806million on a turnover of RM 1.484million. The losses recorded for the quarter was due to losses recognised on completed project.

A16 
Material factors affecting the performance of the Group for the financial year-to-date in comparison with preceding year
The Group incurred a loss before taxation for the current year to-date of RM 1.452million in comparison with preceding year corresponding quarter loss before taxation of RM1.646million. The losses reported was due to the recognition of losses for completed project.
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A17 
Subsequent events
(1) Further to the Proposed Acquisition of Miroza Leather (M) Sdn Bhd (“MLSB”), MESB entered into the following contracts with the Vendors :

(a) On 16 July 2004, MESB entered into a second supplemental agreement to vary the terms of payment and to agree to the completion of the Proposed MLSB Acquisition. In the second supplemental agreement, the old stocks as highlighted in the due diligence reports were to be sold to the Vendors at an agreed price. 

(b) In view of this, a Stocks Sale and Purchase Agreement was signed on 16 July 2004 and the agreed price was set at the net book value adjusted by a mark-up of approximately 4.3 %. This will be off set against the balance of the purchase consideration to be paid by MESB. In addition to that, all advances, debts and monies due and owing by the Vendors or connected persons to MLSB will also be off set against the purchase consideration. 

After the completion of the above, the Proposed MLSB Acquisition was deemed completed on 16 July 2004. As at 30 June 2004, RM7.2 million had been paid in respect of this acquisition and was shown as Other Debtors in the Balance Sheet.

(2) On 15 July 2004, MESB submitted a proposal to issue 4,000,000 new ordinary shares of RM1.00 each in MESB (“MESB shares”) representing 10% of the share capital through a private placement exercise (“Proposed Private Placement”) to the Securities Commission for approval which was obtained on 29 July 2004. 

A18 
Explanatory comments about the seasonality or cyclicality of operations
The Group’s operations are not seasonal or cyclical in nature.

A19 
Commentary on the prospects of the Group
The Board of Directors is of the opinion that there would be improvement to the Group’s performance for the year ending 31 December 2004 with the contribution from the new business acquired. 

A20
Explanatory notes for variance of actual profit from forecast profit

Not applicable.

A21 
Dividend

No dividend has been declared for the quarter ended 30 June 2004.

A22
Earnings per Share

Basic (loss)/earnings per share is arrived at by dividing the Group’s (loss)/profits attributable to shareholders of (RM 806,231/-) by the weighted average number of ordinary shares in issue of 40,000,000.

The fully diluted loss/earnings per share of the Group is not presented as there was no issuance of shares during the financial year.
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EXPLANATORY NOTES

MASB 26 – Paragraph 16

B1
Accounting Policies
    Please refer to Note A1 above.

B2 
Qualification of Annual Audit Report of preceding Annual Financial Statements 

The preceding year Annual Audit Report of the Group was not qualified.

B3 
Explanatory comments about the seasonality or cyclicality of operations 

The operations of the Group are not seasonal or cyclical in nature.

B4 
Unusual material items affecting financial statements 


There were no unusual material items of such nature.

B5
Changes in estimates reported in prior interim periods 


There were no changes to the estimates reported in prior interim periods.

B6

Issuances, cancellation, repurchases, resale and repayments of debts and equity securities 

There were no issuances, cancellation, repurchases, resale and repayments of debts and equity securities for the quarter ended 30 June 2004.

B7
Dividends paid

There was no dividend paid for the quarter ended 30 June 2004.


B8
Segmental Reporting as at 30 June 2004
 
Please refer to Note A14.

B9
Valuation of property, plant and equipment
The valuation of property, plant and equipment was brought forward without amendment from the previous annual financial statements.

B10
Material subsequent events
Please refer to Note A17.

B11
Changes in Composition of the Group

There were no changes in the composition of the Group for the quarter ended 30 June 2004.

B12
Commitments and Contingent Liabilities
Please refer to Note A11 for details of the Group’s commitments and contingent liabilities.

B13 
Material Litigation

Save as disclosed below in Note A13, MESB and its subsidiaries are not engaged in any material 


litigation as at 31July 2004.

By order of the Board

Mah Li Chen

Tan Fong Shian @ Lim Fong Shian

Company Secretaries

Kuala Lumpur 

5 August 2004
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