
TALIWORKS CORPORATION BERHAD (6052 – V)
PART A – EXPLANATORY NOTES PURSUANT TO MASB 26

A1 – Basis of Preparation

The interim financial statements are unaudited and have been prepared in accordance with the requirements of MASB 26: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of the Bursa Malaysia Securities Berhad (“BMSB”).

The interim financial statements should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2003. These explanatory notes attached to the interim financial statements provide an explanation of events and transactions 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 2003.

The accounting policies and methods of computation adopted in this interim financial statements are consistent with those adopted in the financial statements for the year ended 31 December 2003.

A2 – Auditors’ Reports

The auditors’ reports on the financial statements of the Company and its subsidiary companies for the year ended 31 December 2003 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

No dividends were paid in the current quarter and financial year-to-date.

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 that SWM Technologies (Malaysia) Sdn. Bhd. (“SWMT”) became a wholly-owned subsidiary of the Company since its date of incorporation on 26 April 2004. 

The principal activities of SWMT are investment holding and dealing in waste management and other related business activities.

A8 – Segmental Reporting

	
	
	Profit/(Loss)

	Cumulative Quarter
	Revenue
	Before Tax

	- quarter ended 30 June
	2004
	2003
	2004
	2003

	
	RM’000


	RM’000


	RM’000


	RM’000



	Water Business
	67,325
	60,789
	31,026
	27,912

	
	
	
	
	

	Investment Holding
	   -
	   -
	(734)
	(647)

	
	
	
	
	

	Construction Contract
	16,728
	3,700
	754
	     -

	
	
	
	
	

	Waste Management
	   -
	    -
	(118)
	     -

	
	
	
	
	

	
	
	
	
	

	Profit from operations
	
	
	30,928
	27,265

	
	
	
	
	

	Finance cost
	
	
	(25)
	(3)

	
	
	
	
	

	
	
	
	
	

	Revenue/Profit before taxation
	84,053
	64,489
	30,903
	27,262


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 quarter and up to the date of this announcement except as disclosed below:

A wholly-owned subsidiary, Taliworks (Langkawi) Sdn. Bhd. (“TLSB”) had on 1 August 2004 entered into a Supplemental Agreement with the Government of the State of Kedah Darul Aman (“the State Government”) to revise the Bulk Sales Base Rate (“BSBR”) for the years 2002 to 2009 and to determine the BSBR for the years 2010 to 2020.

The State Government has agreed that for the years 2002 to 2009, the revised BSBR would range from RM1.105/m³ to RM1.92/m³ whilst for the years 2010 to 2020, the revised BSBR would range from RM1.92/m³ to RM2.31/m³, respectively.

TLSB and the State Government agreed that the revised BSBR shall commence with effect from 1 January 2003 till the expiry of the concession period in 2020.

With the signing of the Supplemental Agreement, the revised BSBR of RM1.50/m³ over the old BSBR of RM1.105/m³ for the financial year ended 31 December 2003 and up to the quarter ended 30 June 2004 has been reflected in the current quarter and financial year-to-date.

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 June 2004 is as follows:

	
	
	RM’000

	Investments:
	
	

	Contracted but not provided for in the financial statements
	
	

	- investment in equity of an associated company 
	
	1,656


PART B – EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE LISTING 

                  REQUIREMENTS OF BMSB

B1 – Review of Performance

Group revenue of RM84.1 million for the current quarter was RM19.6 million higher than the revenue of RM64.5 million for the preceding year corresponding quarter due mainly to the revised in Bulk Sale Base Rate (“BSBR”) of a subsidiary company from RM1.105/m³ to RM1.50/m³ as mentioned in Note A11 above.

Group profit before taxation for the current quarter of RM30.9 million was RM3.6 million higher than the preceding year corresponding quarter’s group profit before taxation of RM27.3 million.  The increase in profit for the current quarter was mainly contributed from the upward revision of the BSBR and profit contribution from the construction contract.

B2 – Comparison with Preceding Quarter’s Results

Group revenue for the current quarter of RM40.6 million was lower than the revenue of RM43.5 million for the preceding quarter ended 31 March 2004 due mainly to lower progress billings for the construction contract in the current quarter. 

Group profit before taxation for the current quarter of RM17.7 million registered an increase of RM4.5 million over the group profit before taxation of RM13.2 million reported in the preceding quarter. 

B3 – Current Year Prospects
Barring unforeseen circumstances, the Board expects the Group to achieve a reasonable performance for the current financial year with stable earnings from its subsidiaries in the water business and increased earnings from the construction contract.

B4 – Profit Forecast

Not applicable as no profit forecast was published.

B5 - Taxation

	
	
	30 June 2004

	
	
	Current Quarter
	Cumulative Quarter

	
	
	RM’000
	RM’000

	Income tax:-
	
	
	

	 - Company and subsidiary companies
	
	5,220
	8,515

	 - Associated companies
	
	137
	694

	
	
	5,357
	9,209

	
	
	
	

	Deferred taxation
	
	             -
	             -

	
	
	
	

	
	
	5,357
	9,209


The average tax rate of 30% 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  

Except as disclosed below, there was no sale of unquoted investments or properties for the current quarter and financial year-to-date:

The Company disposed a right of way of its long leasehold land to a third party in March 2004, and realised a gain amounting to RM126,000.

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

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

B8 – Status of Corporate Proposals Announced

The following were the corporate proposals previously announced by the Company:-

(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.

The Securities Commission has granted the Company an extension of time of three (3) months up to 17 September 2004 to implement the proposed private placement.

The bonus issue exercise has been completed and the bonus shares were listed on the Main Board of BMSB on 24 December 2003.

B9– Group Borrowings and Debt Securities

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

	
	
	RM’000

	
	
	

	Short term  - secured
	
	7,740

	                   - unsecured
	
	-

	
	
	7,740

	
	
	

	Long term  - secured
	
	            290

	                   - unsecured
	
	                 -

	
	
	            290                         


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 Payable

A first interim dividend of 4.5 sen per share less income tax at 28% (previous year corresponding quarter : 3.8 sen per share less income tax at 28%) in respect of the financial year ending 31 December 2004, was declared on 27 May 2004 and paid on 30 July 2004.   

The total dividend declared for the current financial year-to-date is 4.5 sen per share less income tax at 

28% (2003 : 3.8 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 June
	Cumulative Quarter

ended 30 June

	
	
	2004
	2003
	2004
	2003

	
	
	
	
	
	

	Net profit for the period
	(RM’000)
	12,390
	9,426
	21,694
	19,410

	Weighted average number of ordinary shares in issue
	(‘000)
	176,100
	176,100
	176,100
	176,100

	Basic earnings per share
	          (sen)
	               7.0
	
 5.4
	
12.3
	
11.0                  

	
	
	
	
	
	


The comparative earnings per share information had been restated to take account of the bonus issue in December 2003.

(b)
Diluted earnings per share

Not applicable.

B14 – Authorisation for Issue

The interim financial statements were authorised for issue by the Board of Directors pursuant to the Meeting held on 25 August 2004.
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