DKLS INDUSTRIES BERHAD 

(Company No. 369472 – P)
(Incorporated In Malaysia)

Notes to the Interim Financial Report

A1
Basis of preparation

The interim financial report is unaudited and has been prepared in accordance with MASB 26, Interim Financial Reporting and Chapter 9 Part K of the Listing Requirements of the Kuala Lumpur Stock Exchange (“KLSE”).

The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2001.  There was no qualification in the audited financial statements for the year ended 31 December 2001.

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the financial statements for the year ended 31 December 2001.

A2
Seasonal or cyclical factors

The business operations of the Group were not affected by any significant seasonal or cyclical factors.

A3
Items affecting assets, liabilities, equity, net Income or cash flows

There were no items affecting assets, liabilities, equity, net income or cash flows that are unusual because of their nature, size or incidence except for the following :


Current quarter

Current year


RM’000

RM’000

Impairment loss on investment in associated company
3,254

3,254

A4
Change in estimates

There were no changes in estimates reported in prior interim periods of the current financial year or prior financial year which have a material effect in the current financial year.

A5
Debt and equity securities

There were 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 except for the following:-

The Company has issued 2,595,200 and 117,200 new ordinary shares of RM1.18 and RM1.23 respectively pursuant to the ESOS scheme.

A6
Dividend paid

No dividend has been paid in the current financial year.

A7
Segment information

Segment information is presented in respect of the Group’s business segment.

All inter-segment transactions have been entered into in the normal course of business and have been established under terms and conditions that are not materially different from that obtainable in transactions with unrelated parties.

Analysis by activity


Revenue
Profit/(Loss) before tax


12 months ended

12 December 
12 months ended

31 December 


2002
2001
2002
2001


RM’000
RM’000
RM’000
RM’000

Investment 
3,487
10,235
  (788)    
10,074

Construction
172,975
166,405
24,895
13,702

Manufacturing
51,928
36,799
3,662
1,333

Tolling operations
-
1,452
-
(29)

Property development 
8,812
6,279
1,238
  566


237,202
221,170
29,007
25,646  







Inter-segment elimination
(19,595)
(20,199)
(4,030)
(9,700)


217,607
200,971
24,977
15,946

Unallocated expenses
-
-
1
(6)

Group’s share of associate results
-
-
12 
34


217,607
200,971
24,990
15,974

A8
Material subsequent events

There were no material events subsequent to the end of the interim period that have not been reflected in the financial statements for the current interim period.

A9
Changes in composition of the Group

On 17 January 2002, the Company acquired the entire interest in DKLS Venture Sdn Bhd (“DVSB”) comprised 2 ordinary shares of RM1.00 each for a consideration of RM2.00 making DVSB a wholly owned subsidiary of the Company.  On 31 January 2002, the Company subscribed for an additional 1,199,998 ordinary shares of RM1.00 each in DVSB (out of the total 2,999,998 ordinary shares of RM1.00 on issue) at par for a cash consideration of RM1,199,998).  The subscription resulted in making DVSB an associated company of the Company.  Accordingly, DVSB ceased to be a subsidiary of the Company. 

On 19 June 2002, the Company acquired the entire interest in Marina Sanctuary Resort SdnBhd (“MSR”) comprised 2 ordinary shares of RM 1.00 each for a consideration of RM2.00 making MSR a wholly owned subsidiary of the Company.  On 15 July 2002, the Company subscribed for an additional 509,998 ordinary shares of RM1.00 each in MSR (out of the total 999,998 ordinary shares of RM1.00 on issue) at par for a cash consideration of RM509,998.  The subscription resulted in making MSR a 51% owned subsidiary of the Company.  Accordingly, MSR ceased to be a wholly-owned subsidiary of the Company.

A10
Changes in contingent liabilities

The guarantees given to financial institutions for facilities granted to subsidiaries were increased from RM52,837,149 as at 31 December 2001 to RM69,197,442 as at 31 December 2002.

The guarantees given to third parties for credit facilities granted to subsidiaries were increased from RM 14,115,000 as at 31 December 2001 to RM 14,155,000 as at 31 December 2002.

A11
Capital commitments


31-12-02


RM’000

Property, plant and equipment


Approved and contracted for
360




Approved but not contracted for
2,558

Additional information required by the KLSE’s Listing Requirements

B1
Review of performance

The Group recorded a pre-tax profit of RM25.0 million on a revenue of RM217.6 million for the current financial year as compared to a pre-tax profit of RM16.0 million on a revenue of RM201.0 million for the preceding financial year.  The higher profit realised was primarily due to higher revenue achieved and the higher profit margin arising from development projects and construction projects. 

B2
Variance of results against preceding quarter

The Group recorded a pre-tax profit of RM6.9 million for the current quarter as compared to a pre-tax profit of RM5.7 for the immediate preceding quarter, an increase of 21.05%.  The increase was substantially due to profit recognised on completed projects in the current quarter under review.

B3
Current year prospects

The directors are of the opinion that barring any unforeseen circumstances, the performance of Group for the financial year 2003 is expected to be consistent with the current financial year.

B4
Profit forecast

Not applicable as no profit forecast was published.

B5
Tax expense 


3 months ended

31 December 
12 months ended

31 December 


2002
2001
2002
2001


RM’000
RM’000
RM’000
RM’000

Current tax expense
3,319
2,054
8,881
5,207

Deferred taxation
(141)
(198)
(141)
(198)

(Over)/under provision in prior years
-
2
(182)
2

RPGT
-
-
12
-

Share of taxation of associated company
7
8
7
8


3,185
1,866
8,577
5,019

The effective tax rate of the Group is higher than the statutory rate principally due to certain expenses being disallowed for tax purposes.

B6
Unquoted investments and properties

On 28 February 2002 and 7 March 2002, DKLS Development Sdn Bhd, a wholly owned subsidiary of the Company disposed of 2 units of bungalow at Desa Manjung Raya for a consideration of RM238,000 and RM350,000 respectively.

On 17 April 2002, DKLS Construction Sdn Bhd, a wholly owned subsidiary of the Company disposed of 2 units of 3 storey shopoffice located at Medan Istana 1, Bandar Ipoh Raya, 30000 Ipoh to the Company for a consideration of RM800,000.

On 20 December 2002, DKLS Construction Sdn Bhd disposed of 1 unit of double storey shop house located at No 100 Persiaran Venice Sutera 8, Desa Manjung Raya, 32200 Lumut for a consideration of RM406,500.

B7
Quoted investments



3 months ended

31 December 
12 months ended

31 December 


2002
2001
2002
2001


RM’000
RM’000
RM’000
RM’000

Purchase of quoted investment
31.0
-
36.4
-







Market value of quoted investment
17.2
-
22.6
-

During the current quarter, DKLS Quarry & Premix Sdn Bhd, a wholly subsidiary of the Company received quoted shares and loan stocks amounted to RM31,072 from a trade debtor as full settlement of the outstanding trade receivables pursuant to a debt settlement scheme of the said debtor.

B8
Status of corporate proposal announced

On 30 August 2002, the Company announced a proposed private placement exercise of up to a maximum of 12,453,680 new ordinary shares of RM1.00 each, representing not more than ten percent (10%) of the issued and paid-up share capital of the Company, to placees to be identified.  

On 18 November 2002, the Securities Commission approved the submission for the proposed private placement by the Company. 

On 26 December 2002, the shareholders of the Company approved the proposed private placement.

The status of utilisation of the proceeds received in respect of the rights issue exercise arising from the corporate proposal completed in the previous financial year was as follows:-

a)
Payment to the vendors of ABSB less retention sum for real property gain tax
29,746,687

b)
Expenses paid to-date in relation to the Proposed Exercise
1,767,589

c)
Reclamation cost of Teluk Muruh
6,747,109

d)
Release of retention sum for real property gain tax
1,565,615



RM39,827,000


The proceeds received from the rights issue exercise were fully utiltised by 8 October 2002.

B9
Borrowing and debt securities


31-12-2002


RM’000

Short term borrowings


Banker acceptance (secured)
1,878

Bank overdraft (secured)
5,698

Hire purchase creditors (current portion)
3,276


10,852

Long term borrowings


Hire purchase creditors
3,222


14,074


The above borrowings are denominated in Ringgit Malaysia.


B10
Off balance sheet financial instruments

There were no off balance sheet financial instruments entered into by the Group as at the date of this report.


B11
Changes in material litigation

DKLS Construction Sdn Bhd, a wholly owned subsidiary of the Company, has a winding up petition against one of its trade debtors in relation to the recovery of debt amounting to RM1,398,160.  The matter has been adjourned to 16 April 2003.
B12
Dividend

The directors do not recommend the payment of an interim dividend in respect of the current financial year.

B13
Basic earnings per share

Basic earnings per share



Current quarter
Current year


RM
RM

Net profit attributable to ordinary shareholders
  3,698,714
16,419,213









Weighted average number of ordinary shares







Issued ordinary shares at beginning of the quarter/year
82,198,400
79,654,000

Effect of shares issued 
80,435
1,708,163

Weighted average number of ordinary shares
82,278,835
81,362,163


Diluted earnings per share





Weighted average number of ordinary shares (diluted)







Weighted average number of ordinary shares
82,278,835
81,362,163

Effect of warrants / share options
714,992
714,992

Weighted average number of ordinary shares (diluted)
82,993,827
82,077,155

B14
Financial assistance in the ordinary course of business
As at the end of the reporting period, DKLS Construction Sdn Bhd, a wholly-ownded subsidiary of the Company, in the ordinary course of business had a certain financial institutions to issue Performance Bond guarantees amounting to RM 18.7 million on behalf of the main contractors. The financial assistance provided has no financial impact on the Company as a Group.

By Order of the Board

Cheai Weng Hoong

Company Secretary

Dated: 25 February 2003
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