
TALIWORKS CORPORATION BERHAD (6052 – V)
INTERIM REPORT FOR THE FOURTH QUARTER AND THE FINANCIAL YEAR ENDED 31 DECEMBER 2002

NOTES TO THE FINANCIAL INFORMATION

A1 – Basis of preparation

The interim financial report is unaudited and has been prepared in compliance with MASB 26, Interim Financial Reporting.

The interim financial report should be read in conjunction with the audited financial statements of the Group 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 except for the adoption of an accounting policy for construction contract and the adoption of new applicable MASB standards as set out below:

(a) Prospective application

The following new MASB Standards have been applied prospectively:
· MASB 21, Business Combinations;
· MASB 23, Impairment of Assets; and
· MASB 24, Financial Instruments: Disclosure and Presentation.

(b) Retrospective application

Comparatives figures have been adjusted or extended, where applicable, to conform with changes in presentation due to the requirements of the following new MASB Standards that have been applied retrospectively:
· MASB 19, Events After the Balance Sheet Date;

· MASB 20, Provisions, Contingent Liabilities and Contingent Assets; and
· MASB 22, Segmental Reporting.

In the current financial year, the Group applied MASB 7, Construction Contracts, in accounting for a major construction contract secured by a subsidiary.
The following notes explain the events and transaction that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended 31 December 2001.

A2 – Auditors’ Reports

The auditors’ reports on the financial statements of the Company and its subsidiary companies for the year ended 31 December 2001 were not subject to any qualification.

A3 – Seasonal or Cyclical Factors
There were no significant seasonal or cyclical factors affecting operations for the current quarter and financial year.

A4 – Exceptional Items

There were no exceptional items for the current quarter and financial year except for the gain on disposal of the carpets business segment amounting to RM3.65million as disclosed in Note A13.
A5 – Accounting Estimates

There were no material changes in accounting estimates in the current quarter and financial year.
A6 – Dividends Paid

	
	
	12 months ended 31 December

	
	
	2002
	2001

	
	
	RM’000
	RM’000

	Ordinary
	
	

	
	Interim paid:
	
	

	
	First interim dividend in 2002 – 3.8 sen less tax
	3,212
	

	
	Second interim dividend in 2002 – 3.8 sen less tax
	3,212
	

	
	Final paid:
	
	

	
	(2001 – 7.0 sen less tax)
	
	5,917


A7 – Changes in Composition of the Group

There were no changes in the composition of the Group for the current quarter and financial year except for the completion of disposals of the following subsidiary companies involved in the carpets business to WSA Engineering Sdn Bhd on 9 September 2002:-

(a) 100% equity interest in Carpets International Malaysia Manufacturing Sdn Bhd

(b) 99.995% equity interest in Carpets International Malaysia (Distribution) Sdn Bhd

(c) 51% equity interest in Peninsular Carpets Manufacturing Sdn Bhd together with its wholly owned subsidiary, PCM Distribution Sdn Bhd.

A8 – Segmental Reporting

	
	
	Profit/(Loss)

	Cumulative Quarter
	Revenue
	Before tax

	- financial year ended 31 December
	2002
	2001
	2002
	2001

	
	RM’000


	RM’000


	RM’000


	RM’000



	Water Business
	111,520
	99,708
	46,809
	34,253

	
	
	
	
	

	Carpet Business
	11,825
	17,042
	(1,155)
	(1,985)

	
	
	
	
	

	Investment Holding
	736
	761
	42
	261

	
	
	
	
	

	Construction Contract
	6,777
	-
	-
	-

	
	
	
	
	

	Gain on disposal of carpets business segment
	
	
	3,653
	-

	
	
	
	
	

	Profit from operations
	
	
	49,349
	32,529

	
	
	
	
	

	Finance costs
	
	
	(139)
	(347)

	
	
	
	
	

	Share of results of associated companies
	
	
	4,367
	6,313

	
	
	
	
	

	
	
	
	
	

	Revenue/Profit before taxation
	130,858
	117,511
	53,577
	38,495


An analysis by geographical location has not been presented as the Group’s activities are primarily in Malaysia.
A9 – Valuation of Property, Plant and Equipment

The valuation of property, plant and equipment in the current period has been brought forward without amendment from the previous annual financial statements.

A10 –Debt and Equity Securities

There were no issuance and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current financial year.
A11 – Subsequent Event
In the opinion of the Directors, there has not arisen in the interval between the end of the current financial quarter and the date of this announcement, any item, transaction or event of a material and unusual nature.

A12 – Contingent Liabilities
There were no contingent liabilities as at the date of this report.

A13 – Effects of Disposal of Carpets Business Segment

The effects of the disposal of the carpets business segment during the financial year were as follows:-

	
	
	GROUP

	
	
	2002

	
	
	RM’000

	
	
	

	Property, plant and equipment
	
	4,322

	Current Assets
	
	3,409

	Current Liabilities
	
	(4,884)

	
	
	

	Net assets disposed
	
	2,847

	
	
	

	Gain on disposal
	
	3,653

	
	
	

	Total sale proceeds
	
	6,500

	
	
	

	Adjustment for sales proceeds receivable in future periods
	
	(1,181)

	
	
	

	Net cash flow on disposal
	
	5,319


A14 – Capital Commitment
Capital commitments not provided for in the financial statements as at 31 December 2002 are as follows:
	
	
	RM’000

	
	
	

	Authorised by the Directors and contracted
	
	

	- investment in equity of an associated company during the financial year ending 31 December 2003.
	
	4,096


ADDITIONAL INFORMATION REQUIRED BY THE

KLSE’s LISTING REQUIREMENTS

B1 – Review of Performance

Group turnover for the current quarter of RM28.88 million was lower than the preceding year corresponding quarter’s turnover of RM31.05 million. The decrease was due mainly to the disposal of carpets business segment in September 2002 offset by increase in revenue from water business.
Group profit before taxation for the current quarter was RM11.80 million which was lower than RM12.40 million recorded for the preceding year corresponding quarter. The slight decrease in profit was due mainly to lower profit contribution from an associated company.
For the current financial year end, group turnover of RM130.86 million was higher than the preceding financial year by RM13.35million. Group profit before taxation was RM53.58million, which was RM15.08 million higher than the preceding financial year. The increase in profit for the current financial year resulted mainly from the increase in profit for the subsidiaries in the water business due to increased production and higher bulk sale rate. This was further augmented by the gain on disposal of the carpet business segment.
B2 – Comparison with Preceding Quarter’s Results

Group turnover for the current quarter of RM28.88 million was lower than the turnover of RM31.59 million reported in the preceding quarter ended 30 September 2002 due mainly to the disposal of carpets business segment in September 2002.

Group profit before taxation for the current quarter of RM11.80 million was lower than the profit before taxation of RM16.26 million reported in the preceding quarter due mainly to gain on disposal of the carpets business segment recognised in the preceding quarter and the decrease in profit in the current quarter for the water business arising from higher operating costs.
B3 – Current Year Prospects
With the divestment of the loss-making carpet business segment, the Group’s profit will be sustained by the more stable operations of the water business segment. The scheduled rehabilitation expenditure for the Group’s water treatment plants is, however, expected to be higher. Progress billings for construction activities under a turnkey contract are expected to increase substantially and provide some contribution to the Group’s profit.

Barring unforeseen circumstances, the Board expects the Group to achieve a reasonable performance for the current financial year.

B4 – Profit Forecast

Not applicable as no profit forecast was published.

B5 - Taxation

	
	
	31 December 2002

	
	
	Current Quarter
	Cumulative Quarter

	
	
	RM’000
	RM’000

	Income tax:-
	
	
	

	 - Company and subsidiary companies
	
	3,076
	13,336

	 - Associated company
	
	185
	1,486

	
	
	
	

	Overprovision for taxation
	
	
	

	 - Company and subsidiary companies
	
	33
	(695)

	 - Associated company
	
	-
	                   -

	
	
	
	

	Deferred taxation
	
	-
	                   -

	
	
	3,294
	14,127


There was no movement in deferred taxation in respect of current financial year.

The effective tax rate of the Group was lower than the statutory tax rate due to the reversal of overprovision of tax in prior years and the non-taxability of the capital gain on disposal of the carpets business segment.

B6 – Profits on Sale of Unquoted Investments and/or Properties

There were no sales of unquoted investments or properties for the current quarter and financial year  except for:-

	Disposal of property
	Loss on Disposal

	- during the financial year to a third party.
	RM25,000


B7 – Purchase or Disposal of Quoted Securities
(a) There were no purchases or disposals of quoted securities for the current quarter and financial year.

(b)
There were no investments in quoted shares as at end of the reporting period.

B8 – Status of Corporate Proposals Announced
Except for the following corporate proposals announced by the Company on 26 November 2002, there were no other corporate proposals announced but not completed:-

(a) Proposed bonus issue of 58,700,000 new shares of RM1.00 each in Taliworks Corporation Berhad (“TCB”), to be credited as fully paid-up, on the basis of one (1) bonus share for every two (2) existing TCB shares held; and

(b) Proposed private placement of up to 17,610,000 new TCB shares representing not more than 10 % of the enlarged issued and paid-up share capital of the company upon the completion of the proposed bonus issue.

Whilst the Proposed Bonus Issue can be implemented without the implementation of the Proposed Private Placement, the Proposed Private Placement is conditional upon the implementation of the Proposed Bonus Issue.

B9– Group Borrowings and Debt Securities
Group borrowings and debt securities as the end of the reporting period were:-

	
	
	RM’000

	
	
	

	Short term – secured
	
	43

	                   - unsecured
	
	69

	
	
	112

	
	
	

	Long term – secured
	
	-

	                   - unsecured
	
	-

	
	
	-


B10- Off Balance Sheet Financial Instruments

There were no contracts on financial instruments with off balance sheet risk as at the date of this report.

B11- Material Litigation

There was no pending material litigation against the company or its subsidiaries as at the date of this report.

B12 – Dividends Declared

A first interim dividend of 3.8 sen per share less income tax at 28% (previous corresponding period: Nil) was declared on 14 June 2002 and paid on 1 August 2002.

A second interim dividend of 3.8 sen per share less income tax at 28% (previous corresponding period: Nil) was declared on 26 November 2002 and paid on 27 December 2002.

The total dividend declared for the current financial year is 7.6 sen per share less income tax at 28% (2001: Nil).

No further dividend has been recommended for the current quarter ended 31 December 2002.

B13- Earnings Per Share
(a)
Basic earnings per share

Basic earnings per share of the Group are calculated by dividing the net profit for the period by the weighted average number of ordinary shares in issue during the period.

	
	
	3 months ended

31 December
	Financial year ended

31 December

	
	
	2002
	2001
	2002
	2001

	
	
	
	
	
	

	Net profit for the period
	(RM’000)
	8,508
	9,201
	39,450
	26,812

	Weighted average number of ordinary shares in issue
	(‘000)
	117,400
	117,400
	117,400
	117,400

	Basic earnings per share
	(sen)
	7.2
	7.8
	33.6
	22.8

	
	
	
	
	
	


(b)
Diluted earnings per share

Not applicable.

By Order of the Board

Ng Yim Kong

Company Secretary

17 February 2003

- 11 -

