
TALIWORKS CORPORATION BERHAD (6052 – V)
INTERIM REPORT FOR THE THIRD QUARTER ENDED 30 SEPTEMBER 2003

NOTES TO THE FINANCIAL INFORMATION

A1 – Basis of preparations

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 2002.

The accounting policies and methods of computation adopted by Taliworks Corporation Berhad and its subsidiaries (“the Group”) in this interim financial report are consistent with those adopted in the financial statements for the year ended 31 December 2002, except for the change in accounting policy set out below.

As reported in the previous quarter, the Group adopted MASB 25 – Income Taxes which involves a change in accounting policy and has been applied retrospectively.

The effects of the implementation of MASB 25 for the financial year ended 31 December 2002 are summarised below:


As at 31 December 2002


As previously

As


stated
Effect
restated


RM’000
RM’000
RM’000

Deferred tax asset
-
633
633

Deferred tax liability
69
633
702

Retained earnings
119,683
774
120,457

Revaluation and other reserves 
(70,720)
              (774)
(71,494)


_________
________
________

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 2002.

A2 – Auditors’ Reports

The auditors’ reports on the financial statements of the Company and its subsidiary companies for the year ended 31 December 2002 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-to-date.

A4 – Exceptional Items

There were no exceptional items for the current quarter and financial year-to-date.
A5 – Accounting Estimates

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

	
	
	9 months ended 30 September

	
	
	2003
	2002

	
	
	RM’000
	RM’000

	Ordinary
	
	

	
	Interim paid:
	
	

	
	3.8% less tax (2002 : 3.8% less tax)
	3,212
	3,212

	
	
	
	


A7 – Changes in Composition of the Group

There were no changes in the composition of the Group for the current quarter and financial year-to-date except for the following:

(a)
Taliworks International Limited (“TIL”), a limited company incorporated in Hong Kong, became a wholly-owned subsidiary in January 2003. TIL is presently dormant but will eventually serve as an intermediate holding company for the Group’s future overseas investments.

(b)
Taliworks R&D Sdn. Bhd. (“TRD”) was incorporated on 25 July 2003 and became a wholly-owned subsidiary of the Company. The principal activity of TRD is to conduct research and development activities related to water treatment. TRD is presently dormant.

A8 – Segmental Reporting

	
	
	Profit/(Loss)

	Cumulative Quarter
	Revenue
	Before tax

	- 9 months ended 30 September
	2003
	2002
	2003
	2002

	
	RM’000


	RM’000


	RM’000


	RM’000



	Water Business
	92,424
	83,527
	40,408
	39,754

	
	
	
	
	

	Carpet Business
	-
	11,825
	-
	(1,155)

	
	
	
	
	

	Investment Holding
	-
	-
	(864)
	(346)

	
	
	
	
	

	Construction Contract
	12,274
	2,659
	-
	-

	
	
	
	
	

	Gain on disposal of carpets business segment
	
	
	-
	      3,653

	
	
	
	
	

	Profit from operations
	
	
	39,544
	41,906

	
	
	
	
	

	Finance costs
	
	
	(5)
	(131)

	
	
	
	
	

	
	
	
	
	

	Revenue/Profit before taxation
	104,698
	98,011
	39,539
	41,775


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 quarter 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-to-date.

A11 – Subsequent Event 

There are no material events subsequent to the end of the current quarter and up to the date of this announcement except as disclosed below:

The Company’s associated company, C.G.E. Utilities (M) Sdn. Bhd. (“CGEU”) had on 14 October 2003 been issued with a notice of termination of the Operation and Maintenance Sub-Contract (“OMSC”) dated 31 May 1995 between Puncak Niaga (M) Sdn. Bhd. (“PNSB”) , Mandai Sari Sdn. Bhd., CGEU and Compagnie Generale Des Eaux  by PNSB. 

Subsequently on 23 October 2003, CGEU and PNSB had amicably entered into a Deed of Settlement wherein both CGEU and PNSB mutually agreed to bring forward the expiry date of the OMSC to 31 December 2004. 

As part of the Deed of Settlement, all legal suits between PNSB and CGEU arising from the OMSC shall be withdrawn and PNSB shall pay a sum of RM25 million as full and final compensation for early termination of the OMSC by 1 April 2006.

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

A13 – Capital Commitment

Capital commitment not provided for in the financial statements as at 30 September 2003 is as follows:

	
	
	RM’000

	Investments:
	
	

	Contracted but not provided for in the financial statements
	
	

	- investment in equity of an associated company 
	
	1,656


ADDITIONAL INFORMATION REQUIRED BY THE

KLSE’s LISTING REQUIREMENTS

B1 – Review of Performance

Group revenue of RM40.2 million for the current quarter was higher than the revenue of RM31.6 million for the preceding year corresponding quarter due mainly to the recognition of construction contract revenue.

Group profit before taxation for the current quarter of RM12.3 million was lower than the preceding year corresponding quarter’s group profit before taxation of RM16.3 million.  The decrease in profit for the current quarter was mainly attributed to a higher base in the preceding year corresponding quarter resulting from the gain on disposal of carpets business segment of RM3.6 million.

For the current financial year to date, group turnover of RM104.7 million was higher than the preceding year corresponding period by RM6.7 million or 7%. Group profit before taxation was RM39.5 million, which was RM2.2 million or 5% lower than the preceding year corresponding period. 
B2 – Comparison with Preceding Quarter’s Results

Group revenue for the current quarter of RM40.2 million was RM5.6 million higher than the revenue of RM34.6 million for the preceding quarter ended 30 June 2003 due mainly to the increase in progress billings for the construction contract in the current quarter. 

Group profit before taxation for the current quarter of RM12.3 million registered a decrease of RM0.9 million over the group profit before taxation of RM13.2 million reported in the preceding quarter. The lower profit for the current quarter was attributed to the lower contribution from associated companies.

B3 – Current Year Prospects
Given the results achieved to date and barring unforeseen circumstances, the Board expects the Group to achieve a reasonable performance for the current financial year with resilient earnings from its subsidiaries in the water business in the fourth quarter.

B4 – Profit Forecast

Not applicable as no profit forecast was published.

B5 - Taxation

	
	
	30 September 2003

	
	
	Current Quarter
	Cumulative Quarter

	
	
	RM’000
	RM’000

	Income tax:-
	
	
	

	 - Company and subsidiary companies
	
	3,438
	10,153

	 - Associated companies
	
	223
	1,360

	
	
	3,661
	11,513

	
	
	
	

	Deferred taxation
	
	                103
	               103

	
	
	3,764
	11,616


The average tax rate of 29% for the current financial year to date is higher than the statutory tax rate of 28% due to certain expenses not deductible for tax purposes.

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-to-date.

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

(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 previously announced by the Company, 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. 

Proposals (a) and (b) had been approved by the Securities Commission (“SC”), vide its letter dated 17 June 2003 subject to certain conditions to be complied by CIMB/placement agent and TCB for the proposed private placement, and certain conditions imposed on the equity structure of TCB. Proposal (a) was subsequently approved by the Company’s shareholders at an Extraordinary General Meeting held on 31 October 2003.

The proposals are subject to approval-in-principle being obtained from the Kuala Lumpur Stock Exchange (“KLSE”) for the listing of and quotation for the new TCB shares to be issued pursuant to the proposals.

B9– Group Borrowings and Debt Securities

Group borrowings and debt securities as the end of the reporting period were:-

	
	
	RM’000

	
	
	

	Short term – secured
	
	390

	                   - unsecured
	
	-

	
	
	390

	
	
	

	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

An interim dividend of 3.8 sen per share less income tax at 28% (previous corresponding quarter : 3.8 sen per share less income tax at 28%) in respect of the financial year ending 31 December 2003, was declared on 22 May 2003 and paid on 8 July 2003.   

The total dividend declared for the current financial year-to-date is 3.8 sen per share less income tax at 

28% (2002 : 7.6 sen per share less income tax at 28%).

No further dividend has been recommended for the current financial period under review.

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.

	
	
	Current Quarter 

ended 30 September
	Cumulative Quarter

ended 30 September

	
	
	2003
	2002
	2003
	2002

	
	
	
	
	
	

	Net profit for the period
	(RM’000)
	8,513
	12,514
	27,923
	30,942

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

	Basic earnings per share
	          (sen)
	               7.3
	
10.7
	
23.8
	
26.4                  

	
	
	
	
	
	


(b)
Diluted earnings per share

Not applicable.

By Order of the Board

Ng Yim Kong

Company Secretary

19 November, 2003
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