TALIWORKS CORPORATION BERHAD (Company No 6052-V)

(Incorporated in Malaysia)

Interim Financial Report On Consolidated Results for the Financial Quarter Ended 30 September 2004 (Unaudited)

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 Bursa Malaysia Securities Berhad (“BMSB”).

The interim financial statements should be read in conjunction with the audited financial statements of the Company and its subsidiary companies (“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 statement 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 – Comments about the Seasonal or Cyclicality of Interim Operations

There were no significant seasonal or cyclical factors affecting operations of the Group.

A4 – Unusual Nature and Amount of Items Affecting Assets, Liabilities, Equity, Net Income or Cash Flows
There were no unusual items affecting assets, liabilities, equity, net income or cash flows for the current quarter and financial year-to-date except arising from the revision in the Bulk Sale Base Rate as further elaborated in section B1 of Part B below.

A5 – Accounting Estimates

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

A6 – Dividends Paid

A first interim gross dividend of 4.5 sen per share less income tax of 28% in respect of the financial year ending 31 December 2004, was declared on 27 May 2004 and paid on 30 July 2004.   

A7 – Changes in Composition of the Group

There were no changes to the composition of the Group during the current interim period including business combination, acquisition or disposal of subsidiaries and long term investments, restructuring and discontinuing of operations 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

Segmental information is presented in respect of the Group’s business segments, which are the Group’s primary basis of segmental reporting. 

(a)
Revenue

	
	
	30 September 2004

	
	
	Current 

Quarter
	
	Cumulative 

Quarters

	
	
	RM’000
	
	RM’000

	
	
	
	
	

	Water business
	
	31,969
	
	99,294

	Investment holding
	
	-
	
	-

	Construction
	
	14,832
	
	31,560

	Waste management
	
	-
	
	-

	
	
	46,801
	
	130,854


(b)
Profit/(Loss) Before Tax

	
	
	30 September 2004

	
	
	Current 

Quarter
	
	Cumulative 

Quarters

	
	
	RM’000
	
	RM’000

	
	
	
	
	

	Water business
	
	12,692
	
	42,215

	Investment holding
	
	(398)
	
	(1,132)

	Construction
	
	667
	
	1,421

	Waste management
	
	(49)
	
	(167)

	Operating profit
	
	12,912
	
	42,337

	Finance cost
	
	(174)
	
	(199)

	Share of results of associated companies
	
	879
	
	2,382

	Profit before tax
	
	13,617
	
	44,520


An analysis of secondary reporting 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 – Issuance, Cancellation, Repurchases, Resale and Repayments of Debt and Equity Securities
For the current financial year-to-date:-

(a) There were no issuance or repayment of equity or debt securities by the Company; and 

(b) The Company had not engaged in any share buyback scheme or implemented any share cancellations. The Company does not have any shares held as treasury shares.

A11 – Material Subsequent Events

There were no material events subsequent to the end of the quarter and up to the date of this report except as announced to Bursa Malaysia Securities Berhad as follows:-

SWMT and Tianjin Life Waste Disposal Center (“TLWDC”) had on 15 October 2004 executed a Letter of Intent (“the Agreement”) to set out the intention and understanding of both parties to co-operate on projects relating to the provision of public utilities and services to areas or district in the City of Tianjin, People’s Republic of China (“the Project”). 

The scope of work for the Project comprises the following:-

i)
to provide solid waste management services including public streets cleansing, collection and transportation to an area or district in the City of Tianjin.

ii)
to invest, construct facilities, provide technologies and management services in relation to solid waste treatment, wastewater treatment, research and development on recovery and utilisation of materials recovered from waste recycling.

The Agreement is subject to both parties entering into a further contract and/or agreement for the details of the works that are to be carried out under the Project.

A12 – Changes in Contingent Liabilities or Contingent Assets
There were no changes to the contingent liabilities or contingent assets since the last annual balance sheet date.

PART B – EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD (AS REVISED)

B1 – Review of Performance

The Group’s revenue of RM130.8 million for the nine months ended 30 September 2004 was approximately RM26.2 million (or 25%) higher compared to the corresponding period due mainly to higher progress billings from the construction contract and additional turnover generated from the increase of the Bulk Sale Base Rate (“BSBR”) pursuant to a Supplemental Agreement dated 1 August 2004 between a wholly-owned subsidiary, Taliworks (Langkawi) Sdn Bhd, and the Government of the State of Kedah Darul Aman.

Correspondingly, the Group’s profit before taxation for the nine months ended 30 September 2004 of RM44.5 million was approximately RM5.0 million (or 12.6%) higher.

B2 – Comparison with Preceding Quarter’s Results

Group revenue for the current quarter of RM46.8 million was RM6.6 million (or 16.4%) higher than the revenue of RM40.6 million for the preceding quarter due mainly to higher progress billings from the construction contract in the current quarter. Nevertheless, contribution from the water business was lower as arising from the revision in the BSBR,  additional revenue and  profit for the financial year 2003 and up to the period ended 30 June 2004 were recognised in the previous quarter.

Group profit before taxation for the current quarter of RM13.6 million registered a decrease of RM4.1 million over the group profit before taxation of RM17.7 million reported in the preceding quarter due to the reason stated above.

B3 – Current Year Prospects
Barring unforeseen circumstances, the Board expects the Group to achieve a reasonable performance from its operations for the remaining quarter.

B4 – Profit Forecast

Not applicable as no profit forecast was published.

B5 - Taxation

	
	
	30 September 2004

	
	
	Current Quarter
	Cumulative Quarters

	
	
	RM’000
	RM’000

	Income tax:-
	
	
	

	 - Company and subsidiary companies
	
	3,578
	12,093

	 - Associated companies
	
	313
	1,007

	
	
	3,891
	13,100

	Deferred taxation
	
	             -
	             -

	
	
	3,891
	13,100


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 was no sale of unquoted investments for the current quarter and financial year-to-date.

There was a sale of properties for the financial year-to-date as the Company disposed a right of way of its long leasehold land to a third party in March 2004 and had 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 But Not Completed

(a) Proposed private placement of up to 17,610,000 new shares representing not more than 10 % of the enlarged issued and paid-up share capital of the Company. The Securities Commission had granted the Company a final extension of three (3) months up to 17 December 2004 to implement the placement.

B9 – Group Borrowings and Debt Securities

Group borrowings as the end of the reporting period were:-

	
	
	RM’000

	
	
	

	Short term  - secured
	
	20,020

	                   - unsecured
	
	-

	
	
	20,020

	
	
	

	Long term  - secured
	
	            290

	                   - unsecured
	
	                 -

	
	
	            290                         


The Group’s borrowings are all denominated in Malaysian Ringgit.

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 Litigations

There were no pending material litigations against the Company or its subsidiaries as at the date of this report.

B12– Dividends Payable

A first interim gross dividend of 4.5 sen per share less income tax of 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 of 28%. 

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

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

Basic earnings per share of the Group for the current quarter and financial year-to-date were calculated by dividing the net profit for the period by the weighted average number of ordinary shares in issue of 176,100,000.

(b)
Diluted earnings per share

Not applicable.

By Order of the Board

Nuruluyun Binti Abdul Jabar

Company Secretary (MIA 9113)

25 November 2004
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