CONCRETE ENGINEERING PRODUCTS BERHAD

Company No 88143-P

(Incorporated in Malaysia)

Quarterly report on consolidated results for the third financial quarter ended 31st May 2007.

The figures have not been audited.

CONDENSED CONSOLIDATED   INCOME   STATEMENT

For Nine Months Period Ended 31 May 2007

	
	2007

Current Quarter Ended
	2006

Comparative Quarter Ended
	2007

9 months Cumulative to date
	2006

9 months Cumulative to date

	
	31/05/07

(RM ‘000)
	31/05/06

(RM ‘000)
	31/05/07

(RM ‘000)
	31/05/06

(RM ‘000)

	Revenue
	36,318
	25,012
	98,501
	59,450

	Operating expenses excluding depreciation, diminution and amortization
	(31,683)
	(22,404)
	(85,231)
	(55,534)

	Other operating income
	45
	173
	534
	273

	Profit/(loss) before finance cost, depreciation and amortization, exceptional items, income tax, minority interests and extraordinary items
	4,680
	 2,781
	13,804
	4,189

	Depreciation and amortization
	(970)
	(471)
	(1,801)
	(1,365)

	Provision for diminution in quoted investment
	96 
	(9,002)
	343
	(15,968)

	Reversal of gain on rescission of sales and leaseback
	      0
	     0 
	(2,183)
	     0 

	Profit/ (loss) from operation before income tax, minority interests and extraordinary items.
	3,806
	(6,692)
	10,163
	(13,144)

	Finance cost
	(814)
	(469)
	(2,059)
	(1,285)

	Profit/(loss) before taxation
	2,992
	   (7,161)
	8,104
	(14,429)

	Taxation
	     (548)
	(250)
	(2,368)
	(450)

	Profit/(Loss) after taxation
	2,444
	(7,411)
	5,736
	(14,879)

	Net Profit/(loss) attributable to:
	
	
	
	

	Equity holders of the Company
	2,444
	(7,411)
	5,736
	(14,879)

	Minority interest
	0
	0
	0
	0

	Profit for the period
	2,444
	(7,411)
	5,736
	(14,879)

	Earnings/(loss) per RM1.00 share
	
	
	
	

	Basic (based on ordinary shares-sen)  
	5.46
	   (16.55)
	 12.81
	(33.23)

	Fully diluted (based on ordinary shares-sen)
	
	
	
	


	
	AS AT END OF CURRENT QUARTER
	AS AT PRECEDING FINANCIAL YEAR END

	Net assets per share attributable to ordinary equity holders of the parent (RM)
	1.01
	0.86


(The Condensed Consolidated Income Statement should be read in conjunction with the Annual Financial Report for the year ended 31st August 2006)

CONDENSED CONSOLIDATED BALANCE SHEET

As at 31 MAY 2007

	
	AS AT 31 May 

2007

RM ‘000
	AS AT 31 Aug

2006 (Audited)

RM ‘000

	ASSETS
	
	

	Non-current assets
	
	

	Property, Plant and Equipment
	37,885
	17,229

	Investment properties
	1,591
	1,449

	Other investment
	25,964
	22,138

	
	65,440
	40,816

	
	
	

	Current Assets
	
	

	Stocks
	26,717
	16,241

	Trade receivables
	27,462
	15,559

	Other receivables, Deposit and Prepayments
	4,843
	7,822

	Deposit with licensed banks
	3,680
	4,721

	Cash and bank balances
	  201
	1,717

	
	62,903
	46,060

	
	
	

	TOTAL ASSETS
	128,343
	86,876

	
	
	

	EQUITY AND LIABILITIES
	
	

	Equity attributable to equity holders of the
	
	

	parent
	
	

	Share Capital
	44,775
	44,775

	Share Premium
	30,570
	30,570

	Revaluation Reserves
	3,917
	3,917

	Retained earnings – Loss
	(34,174)
	(39,909)

	Total Equity
	45,088
	39,353

	
	
	

	Non-current liabilities
	
	

	Bank borrowings – Long Term
	15,339
	0

	Deferred taxation
	1,593
	1,251

	
	16,932
	1,251

	
	
	

	Current Liabilities
	
	

	Trade Payables
	25,806
	16,881

	Other Payables
	1,970
	1,442

	Bank borrowings – short term
	33,914
	27,160

	Bank overdraft
	  3,089
	137

	Tax Payable
	  1,544
	652

	
	66,323
	46,272

	
	
	

	Total Liabilities
	83,255
	47,523

	TOTAL EQUITY AND LIABILITIES
	128,343
	86,876

	Net Assets per share (RM)
	1.01
	0.86


(The Condensed Consolidated Balance Sheet should be read in conjunction with the Annual Financial Report for the year ended 31st August 2006)

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY 

For Nine Months Period Ended 31 May 2007
	
	Share capital
	Asset revaluation reserve
	Share premium
	Accumulated losses
	Total

	
	RM
	RM
	RM
	RM
	RM

	3rd quarter ended

31 May 2007
	
	
	
	
	

	Balance at 31 Aug 2005
	44,775,000
	3,917,092
	30,569,833
	(28,245,895)
	51,016,030

	Loss for the year
	-
	-
	-
	  (11,663,514)
	(11,663,514) 

	Balance at 31 Aug 2006
	44,775,000
	3,917,092
	30,569,833
	(39,909,409)
	39,352,516

	Profit for the period
	-
	-
	-
	  5,735,670
	5,735,670

	Balance at 31 May 2007
	44,775,000
	3,917,092
	30,569,833
	(34,173,739)
	45,088,186


	3rd  quarter ended

31 May 2006
	
	
	
	
	

	Balance at 31 Aug 2004
	29,850,000
	3,917,092
	15,644,833
	(24,822,699)
	24,589,226

	Right Issue
	14,925,000
	-
	14,925,000
	-
	29,850,000

	Profit for the year 
	
	
	
	(3,423,196)
	(3,423,196)

	Balance at 31 Aug 2005
	44,775,000
	3,917,092
	30,569,833
	(28,245,895)
	51,016,030

	Loss for the period
	-
	-
	-
	(14,879,261)
	(14,879,261)

	Balance at 31 May 2006

 
	44,775,000
	3,917,092
	30,569,833
	(43,125,156)
	36,136,769


(The Condensed Consolidated Statement of Changes in Equity should be read in conjunction with the Annual Financial Report for the year ended 31st August 2006)

CONDENSED CONSOLIDATED CASH FLOW STATEMENT

For Nine Months Period Ended 31 May 2007

	
	9 months ended

	
	31/05/07
	
	31/05/06

	
	RM’000s
	
	RM’000s

	
	
	
	

	Net cash used in operating activities
	  (6,331)
	
	(3,108)

	Net cash used in investing activities
	(21,271)
	
	(2,467)

	Net cash generated from financing activities
	22,092
	
	  2,179

	Net (decrease)/increase in cash and cash equivalents
	(5,510)
	
	(3,396)

	Cash and cash equivalents at the beginning of financial period
	6,241
	
	9,427

	Cash and cash equivalents at end of financial period
	731
	
	6,031

	
	
	
	

	Cash and cash equivalent comprise the following:-
	
	
	

	
	9 months ended

	
	31/05/07
	
	31/05/06

	
	RM’000s
	
	RM’000s

	Bank and cash balances
	3,820
	
	6,090

	Bank Overdraft
	(3,089)
	
	(59)

	
	  731
	
	6,031


(The Condensed Consolidated Cash Flow Statement should be read in conjunction with the Annual Financial Report for the year ended 31st August 2006)

A – NOTES TO THE INTERIM FINANCIAL REPORT PURSUANT TO FRS 134

1. 
Basis of Preparation


The Interim Financial Report of the Group is unaudited and has been prepared in accordance with the reporting requirements outlined in Financial Reporting Standards (“FRS”) 134: “Interim Financial Reporting” issued by the Malaysian Accounting Standards Board (MASB) and Paragraph 9.22 of the Bursa Malaysia Securities Berhad (Bursa) Listing Requirements and should read in conjunction with the audited financial statement of the Group for the year ended 31 August 2006. These explanatory notes attached to the interim report provide and explanation of events and transactions that are significant to the understanding of the changes in the financial year ended 31 August 2006.

2. 
Changes in Accounting Policies


The significant accounting policies and methods of computation are consistent with those of the audited financial statements for the financial year ended 31 August 2006 except for the adoption of the following new/revised Financial Reporting Standards (“FRS”) effective for the financial period beginning 1 September 2006:

FRS
3
Business Combinations

FRS
101
Presentations of Financial Statements

FRS 
102
Inventories

FRS
108
Accounting Policies, Changes in Accounting Estimates and Errors

FRS
110
Events after the Balance Sheet Date

FRS 
116
Property, Plant and Equipment

FRS
127
Consolidated and Separate Financial Statements

FRS
132
Financial Instruments: Disclosure and Presentation

FRS
133
Earnings per Share

FRS 
136
Impairment of Assets

FRS
140
Investment Property

Up to 31 August 2006, the Group consolidated financial statements were prepared in accordance with MASB standards effective before 1 September 2006. The comparative figures in respect of 2005 have therefore been restated to reflect the relevant adjustments.

The adoption of the above mentioned FRS does not have significant financial impact on the Group. With the adoption of the new FRS’s, the Group has effected the necessary changes to the accounting policies and disclosures as follows:

FRS
101: Presentation of Financial Statements

The adoption of the revised FRS 101 requires disclosure, on the face of the statement of changes in equity, total recognized income, and expenses for the period, showing separately the amounts attributable to equity holders of the parent and to minority interest.

The current period’s presentation of the Group’s financial statement is based on the revised requirements of FRS 101, with the comparatives restated to conform to the current period’s presentation.

FRS
140: Investment Property

The adoption of this new FRS has resulted in a change in accounting policy for investment properties. Investment Properties were acquired solely for the purpose of rental income and capital appreciation. To comply with FRS 140, the Group has selected the fair value method.

3.
Auditors’ Report on Preceding Annual Financial Statements


The auditors’ report in respect of the annual financial statement for the financial year ended 31st August 2006 was not subject to any qualification.

4.
Seasonal or Cyclical Factors


The business operations of the Group are not materially affected by any seasonal or cyclical factors.

5.
Exceptional Items

Exceptional items for current year quarter:

There is an increase in market value of RM 343,398 in our quoted securities for the current quarter.

6.
Changes in Estimates of Amounts Previously Reported

There were no changes in estimates of amounts reported in prior interim periods of the current financial year or in prior financial years that may have a material effect on the current interim period.

7.
Issuance or repayment of Debt and Equity Securities


There were no issuance and repayment of debt securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares by the Company for the financial period under review.

8.
Dividends Paid


There was no dividend declared and paid by the Company for the financial period ended 31 May 2007.

9.
Segmental Reporting


No segmental reporting has been prepared as the Group’s activities are mainly manufacturing of spun concrete piles and poles.

10.
Valuation of Property, Plant and Equipment


The valuations of property, plant and equipment have been brought forward without amendment from the audited financial statements for the year ended 31st August 2006.

11.
Subsequent Material Events

There were no material events subsequent to the end of the period under review require disclosure or adjustments to the quarterly financial statements.

12.
Changes in Composition/Group


There were no material changes in the composition of the Group for the financial period under review.

13.
Contingent Liabilities and Contingent Assets


There were no contingent liabilities and contingent assets as at the date of issue of this report.

14.
Review of Performance


Group revenue of RM 36.3 million for the quarter ended 31 May 2007 reflected an increase of 45.2 % over the RM25.0 million registered in the preceding year’s corresponding quarter. This quarter, the Group recorded a profit after taxation of RM 2.444 million as compared to preceding year corresponding quarter loss after taxation of RM7.411 million.

15.
Comparisons with Preceding Quarter’s Results


The turnover of RM36.3 million for the quarter ended 31 May 2007 reflected an increase of 16.7% over the RM31.1 million registered in the preceding quarter. The Group recorded a profit after taxation of RM 2.444 million compared to preceding quarter profit of RM 2.859 million.

16.
Current Year Prospects

The total turnover of RM98.5 million for the first 9 months of the current financial year represents an increase of 65.8% against the previous corresponding period. The delivery of the products have been very consistent over the period and the Board foresees improvements in the 4th quarter of the year due to the possible roll-out of the 9th Malaysian Plan projects, the completed acquisition of the Nilai Plant (as mentioned in Note 11) and a general improvement in demand of our spun piles due to more construction and development activities in the near future.

17.
Variance from Profit Forecast and Profit Guarantee


The Group did not issue any profit forecast or profit guarantee for the financial period under review.

18.
Taxation
	
	As at end of Current Quarter
	
	As at Preceding Financial Year End

	
	31/05/2007
	
	31/08/2006

	Malaysian Taxation
	RM’000                
	
	RM’000

	Income tax
	
	
	

	- Current year
	 (2,025)
	
	 (1,198)

	- Prior year overprovision
	 0 
	
	(4) 

	- Deferred tax
	 (343)
	
	184

	
	(2,368)
	
	(1,018)


The effective tax rate on the Group’s profit is higher than the statutory tax rate due to the non-deductibility of certain expenses and provisions.

19.
Profit on sales of Investment and/or Properties


There was no profit or loss on sale of investment and/or properties for the financial period under review.

20.
Purchases or Disposal of Quoted Securities

(a)
There was a purchase of quoted securities during the quarter ended 31 May 2007 amounting to:-



RM ‘000




      2,863

(b) Investment in quoted shares during the quarter ended 31 May 2007 was as follows:

	
	
	RM’000

	(i)
	At cost
	55,094

	(ii)
	At market value
	25,965

	(iii)
	Carrying value
	25,965


21.
Corporate Proposals

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

22.
Group Borrowings and Debts Securities

	a)
	
	As at end of Current Quarter
	
	As at Preceding Financial Year End

	
	
	31/05/2007
	
	31/08/2006

	
	
	RM’000
	
	RM’000

	
	Long Term Borrowings:-
	
	
	

	
	Term loan – secured 
	15,339
	
	0

	
	
	15,339
	
	0

	
	Short Term Borrowings:-
	
	
	

	
	Term loan – secured
	1,932
	
	0

	
	Revolving credit – secured
	 10,000
	
	 9,000

	
	Revolving credit – unsecured
	  7,000
	
	  8,000

	
	Bankers’ Acceptance – unsecured
	14,982
	
	10,160

	
	Bank overdrafts – unsecured
	     3,089
	
	   137

	
	
	37,003
	
	27,297

	
	TOTAL BORROWINGS
	52,342
	
	27,297


b) No borrowings in foreign currency.

23.
Off Balance Sheet Financial Instruments
There were no material instruments with off balance sheet risk that were issued by the Group as at the date of issue of this report.

24.
Material Litigation

As previously reported in the last quarter, the Company has proceeded to enforce a judgment against ICP for the balance of the interest payable of RM1,450,906 being the differential in interest computed on the judgment sum of RM15.3 million being the amount payable by ICP. The learned judge had on 31 October 2006, ruled against the Company’s claim on this matter. Based on legal advice, the Board of CEPCO had filed an appeal on 6 November 2006 and the matter has been fixed for mention on 6th August 2007.

25.
Dividend

The Board of Directors has not recommended any dividend for the financial year.

26.
Earnings/(Losses) per share

(a) Basic earnings/(loss) per share

Basic earnings/(loss) per share of the Group is calculated by dividing the current individuae quarter profit of RM2,444,000 (preceding year corresponding period: loss of RM7,411,000) and profit for the current cumulative quarter of RM5,736,000 (preceding year corresponding quarter: loss of RM14,879,000) and on the number of ordinary shares for the current cumulative quarter of 44,775,000 (Preceding year: 44,775,000) in issue during the year.

(b) 
Diluted earnings per share

Not applicable

27.
Related Party Transaction.
Related party transaction of the Group for the period ended 31 May 2007 are as follows:-

1) Prominent Mirage (M) Sdn Bhd (a wholly-owned subsidiary of a major corporate shareholder of the Company)


RM ‘000

Rental payment of Office

   148

2) Urus Kemas Sdn Bhd (a wholly-owned subsidiary of a major corporate shareholder of the Company)


RM ‘000

Purchase of raw materials

       0
Sales of pre-stressed spun concrete piles

6,644

The Directors are of the opinion that the above transactions have been entered into in the normal course of business and have been negotiated under terms that are not less favorable than that arranged with third parties.
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