DKLS INDUSTRIES BERHAD

(Incorporated In Malaysia)

EXPLANATORY NOTES ON QUARTERLY REPORT

1. The quarterly financial statements under review have prepared based on accounting policies and methods of computation consistent with the most recent annual financial statements.

2. There were no exceptional items for the current financial year.

3. There were no extraordinary items for the current financial year.

4. Taxation comprises :- 


Individual Quarter
Cumulative Quarter


Current year

4th  Quarter

31-12-2000

RM’000
Preceding year

Corresponding

4th Quarter

31-12-1999

RM’000
Current year to date

31-12-2000

RM’000
Preceding year corresponding period

31-12-1999

RM’000







Current taxation
1,386
37
4,354
37

Deferred taxation
(278)
(206)
(278)
(206)

(Over)/under provision in prior years
-
224
20
302


1,108
55
4,096
133

5. There were no pre-acquisition profits for the current financial year.

6. There were no sales of investments and/or properties for the current financial year except for the following:-

During the preceding quarters, DKLS Construction Sdn Bhd, a wholly owned subsidiary of the Company, disposed of a unit of condominium situated at Menara Sri Hartamas, Kuala Lumpur for a consideration of RM420,000.

7. There were no purchases or disposals of quoted securities for the current financial year.

8. There were no changes in the composition of the Group for the current financial year except for the following:-

During the preceding quarters, the Company acquired the entire issued and paid-up share capital of Marina Sanctuary Resort Sdn Bhd (Company No. 515295-K) making it a wholly owned subsidiary of the Company.
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9. There are no corporate proposals announced and not completed at the latest practicable date except for the following :-

On 23 June 2000, the Company announced the following:-

a) Proposed Rights Issue of up to 43,358,000 new ordinary shares of RM 1.00 each at an issue price to be determined on the basis of one (1) new ordinary share for every one (1) existing ordinary share of RM 1.00 each together with up to 43,358,000 warrants to be issued on the basis of one (1) new warrant for every one rights share subscribed.

b) Proposed Joint Venture to undertake the reclamation of land and the development of the reclaimed land in Teluk Muruh, Cove, Manjung, Perak Darul Ridzuan. 

c) Proposed Acquisition of the entire equity interest in Ali Bagas Development (Perak) Sdn Bhd (“ABSB”) for a cash consideration of RM 31,312,302.

d) Proposed increase in the authorised share capital from RM 50,000,000 comprising 50,000,000 ordinary shares of RM 1.00 each to RM 200,000,000 comprising 200,000,000 ordinary shares of RM 1.00 each.

e) Proposed Transfer of the Listing and Quotation for the entire issued and paid-up share capital from the Second Board to the Main Board of the Kuala Lumpur Stock Exchange (“KLSE”).

On 11 September 2000, the Company obtained approval from the Foreign Investment Committee subject to the condition that the Company increases its Bumiputra equity to at least 27% before 31 December 2000.  The Bumiputra equity of the Company as at 31 December 2000 was 27.8%.

On 20 October 2000, the Company obtained approval from Bank Negara Malaysia for the issuance of the warrants.

On 20 December, 2000, the Company obtained approval from the Securities Commission for the Proposed Rights Issue, Proposed Joint Venture, Proposed Acquisition and Proposed Transfer Listing subject to, inter-alia, the following:-

a)
part of the proceeds arising from the Rights Issue must be utilised as follows:-



RM’000






Acquisition of the entire equity interest in ABSB
31,312


Estimated expenses of the Exercise
2,500



33,812





b) the issue price for the Rights Issue must be set at a discount of not more than 20% from the theoretical ex-all price on the five (5)-day weighted average market price of the Company’s shares at the price-fixing date.  The exercise of the Warrants must be set at a discount of not more than 10% from the theoretical ex-all price based on the five (5)-day weighted average market price of the Company’s shares at the price-fixing date.

On 31 January 2001 and 7 February 2001, the Company obtained approval from the KLSE for the issuance of the Main Circular to Shareholders and the Independent Advice Letter to Shareholders respectively.
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On 16 February 2001, the Company circulated to the shareholders the Main Circular and the Independent Advice Letter together with the Notice of Extraordinary General Meeting to be convened on 8 March 2001.

In relation to the proposed development of Teluk Muruh Man Made Island project in Perak, todate, DKLS Construction Sdn Bhd has completed most of the survey and design works and is in the process of obtaining the endorsement of the State Town Planner for the layout plan prior to commencing physical reclamation works in the near future.

10. The results of the Group are not affected by any seasonal or cyclical factors.

11. There was no issuance and repayment of debt and equity securities, share buy-back, share cancellations, share held as treasury shares and resale of treasury shares for the current financial year to date except for the issuance of 238,000 new ordinary shares of RM1.00 each pursuant to the Company’s Employee’s Share Option Scheme (ESOS) at the exercise price ranging from RM1.91 to RM1.98.

12. The Group borrowings at the end of the reporting period are as follows :-


31-12-2000

31-12-1999


RM’000

RM’000

Short term borrowings




Banker acceptance
399

-

Bank overdraft (secured)
4,117

2,721

Hire purchase creditors (current portion)
3,012

218


7,528

2,939

Long term borrowings




Hire purchase creditors
1,836

33


9,661

2,972

13. The contingent liabilities of the Group at the latest practicable date are as follows :-


Latest practicable date

31-12-1999


RM’000

RM’000






Guarantees given to financial institutions for facilities granted to subsidiaries
35,315

29,615






Guarantees given to third parties for credit facilities granted to subsidiaries
16,580

13,120






Guarantees given to a company deemed to be connected with the directors pursuant to Section 122A of the Companies Act, 1965 in respect of performance of contract by a subsidiary
9,950

9,950






Guarantee given to a company in respect of performance of contract by a subsidiary


3,775

3,775


65,620

56,460
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14. There are no financial instruments with off balance sheet risk at the latest practicable date.

15. There are no material pending litigation as at the latest practicable date except for those that have been disclosed previously as follows:

DKLS Construction Sdn Bhd, a wholly owned subsidiary of the Company has obtained a winding up order against one of its trade debtors in relation to the recovery of debt amounting to RM 612,529.  Full provision for the amount has been provided for in the accounts.

DKLS Quarry and Premix Sdn Bhd (“DQP”), a wholly owned subsidiary of the Company was issued a summon by the Magistrate’s Court, Balik Pulau, Pulau Pinang on offences under Sections 19 (1) and 27 (9) of the Town and Country Planning Act, 1976 for carrying out development without planning permission. On 27 May 2000, DQP’s solicitors made written representations to the Director of Legal Affairs, Majlis Perbandaran Pulau Pinang to reconsider and withdraw the charges on grounds that DQP did not carry out any development at any material time and had been appointed only as a sub contractor to blast and remove rock from the land.  The case has been settled without any penalties on 3 January 2001.

16. The information for each of the Group’s industry segment is as follows :-

Current year to date
Revenue

Profit 

Before tax

Total assets employed


RM’000

RM’000

RM’000








Investment
535

98

55,579

Construction
114,517

11,656

517,888

Quarrying and manufacturing
22,706

1,602

32,703

Property development
-

(1)

2

Highway projects
1,720

133

11,864


139,478

13,488

618,036

Consolidation adjustments
(8,260)

-

(40,772)

Group’s share of associate results
-

(3)

-


131,218

13,485

577,264

17. The Group recorded a pre-tax profit of RM3.3 million on a revenue of RM40.9 million for the current quarter as compared to a pre-tax profit of RM3.3 on a revenue of RM30.8 million for the preceding quarter.  The profit for the current quarter is consistent with the profit reported in the preceding quarter.

18. The Group recorded a revenue of RM131.2 million for the current financial year as compared to RM192.8 million reported for the preceding year corresponding period.  Despite the lower revenue, the Group achieved a pre-tax profit of RM13.5 million for the current financial year as compared to the preceding year corresponding period of RM9.1 million.  The improvement was attributed to profit recognised on construction projects with better profit margin undertaken by the Group.

19. The directors are of the opinion that barring any unforeseen circumstances, the Group is expected to maintain its performance for the financial year 2001.
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20. The explanatory note for any variance of actual profit from forecast profit and for any shortfall in the profit guarantee is not applicable.

21. The directors do not recommend any dividend in respect of the current financial year to date.

By order of the Board

Cheai Weng Hoong

Company Secretary

Date: 28 February 2001

