PAGE  
8

NOTES TO THE INTERIM FINANCIAL REPORT

1.
Basis of preparation

The interim financial report 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 year ended 31 October 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 October 2001 except for the recognition of dividends proposed or declared after balance sheet date.

In previous years, dividends proposed or declared after the balance sheet date were recognized as a liability at the balance sheet date. In compliance with MASB 19, Events After Balance Sheet Date, such dividends are no longer recognized as a liability at the balance date but are disclosed on the face of the balance sheet date as a separate component of equity. 

2. Qualified audit report


The preceding audited financial statements for the year ended 31 October 2001 were not qualified.
3. Seasonal or cyclical factors

The business operations of the Group during the financial year under review have not been materially affected by any seasonal or cyclical factors.

4. Unusual items affecting assets, liabilities, equity, net income or cash flows

There were no unusual items for the financial year ended 31 October 2002.

5. Changes in estimates

There were no material changes in estimates for the financial year ended 31 October 2002.

6. Debts 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 during the current year-to-date except the issuance of the following shares:-

a. 1,060,200 new ordinary shares of RM1.00 each pursuant to the Company’s Employee’s Share Option Scheme (ESOS) with exercise prices ranging from RM1.00 to RM2.78 per share.  The total cash proceeds arising from the exercise of options under the ESOS during the current financial year-to-date amounted to RM2,537,236; 

b. 33,570,000 new ordinary shares of RM1.00 each representing approximately 10% of the existing issued and paid-up capital of the Company pursuant to the Private Placement at an issue price of RM3.05 each; and

c. 61,571,428 new ordinary shares of RM1.00 each credited as fully paid-up on the basis of one (1) new share for six (6) existing shares held after the Private Placement of 33,570,000 new Shares pursuant to the Bonus Issue.

7. Dividend paid



2002
2001


RM’000
RM’000

Final Paid:



5% (2000:3%) comprising 2%(2000:Nil) tax exempt and 3% (2000:3%) less tax at 28%
13,939
7,221





Interim Paid:



5% (2001:5%) comprising 2%(2001:2%) tax exempt and 3%(2001:3%) less tax at 28%
15,364
13,917





8. Segmental Reporting


Revenue
Profit




Before Taxation



RM’000
RM’000


Construction
125,717
11,858


Property development
496,003
130,315


Property and investment holding
25,854
6,003



647,574
148,176


9. Valuation of property, plant and equipment

The Group does not state any assets based on valuation of its property, plant and equipment.

10
Material Events subsequent to the End of Period 

There were no material transactions or events subsequent to the fourth quarter ended 31 October 2002 till 11 December 2002 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report), except for the completion of the proposed Rights Issue of 123,142,857 new ordinary shares of RM1.00 each (“Rights Shares”) on the basis of one (1) Rights Share for every three (3) shares held at an issue price of RM1.98 per Rights Share in November 2002.

11.
Changes in the 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)
The subscription of 2 ordinary shares of RM1.00 each, representing 100% of the enlarged share capital of Bandar Setia Alam Sdn. Bhd. by S P Setia Berhad;

(b)
The subscription of 2 ordinary shares of RM1.00 each, representing 100% of the enlarged share capital of Bandar Eco-Setia Sdn. Bhd. by  S P Setia Berhad;

(c)
The acquisition of 30% equity interests in Darul Tahap (M) Sdn. Bhd. and Mahogany Construction Sdn. Bhd., resulting both companies becomes the wholly-owned subsidiary of S P Setia Berhad; 

(d) The Group’s effective equity interest in Manih System Construction Sdn. Bhd. (“MSC”) has been increased from 70% to 100% as a result of the acquisition of the remaining 3,000,000 ordinary shares of RM1.00 each, representing 30% of the total issued and paid-up share capital of MSC by Setia Prefab Sdn. Bhd., a wholly-owned subsidiary of S P Setia Berhad; and

(e) The acquisition of 14,878,994 ordinary shares of RM1.00 each, representing 21.88% of the total issued and paid-up share capital of Loh & Loh Corporation Berhad by S P Setia Management Services Sdn. Bhd., a wholly-owned subsidiary of S P Setia Berhad.

The above changes in the composition of the Group did not have any material effects on the Net Tangible Assets and the Earnings of the S P Setia Bhd Group for the current quarter and financial year-to-date.

12.
Contingent Liabilities
There were no contingent liabilities in respect of the Group since the last annual balance sheet date.

13.
Commitments


2002
2001


RM’000
RM’000

Contractual commitment to purchase development land 
537,598
106,468

Contractual commitment for acquisition of property, plant and equipment
1,456
6

Other conditional contractual commitment
9,120
-


548,174
106,474

14. Related Party Transactions


2002
2001


RM’000
RM’000

Transaction with associated companies:



Construction service rendered to Setia Putrajaya Sdn. Bhd. (“SPJ”)
9,681
54,754

Project management and administrative fee received from SPJ
3,225
-

Disposal of property, plant and equipment to SPJ
-
27

Acquisition of property, plant and equipment from SPJ
45
-

Management and administrative fee received from Golden Klang Valley Sdn. Bhd.
132
132





Transactions with directors of the Company and companies, firms in which they have interest:



Acquisition of shares in Loh & Loh Corporation Bhd from 



 - Datuk Abdul Rashid bin Abdul Manaff
18,980
-

 - Seni Permata Sdn. Bhd., a company in which Datuk Abdul Rashid Bin Abdul Manaff has substantial financial interests
5,648
-

Rental paid to Voon Tin Yow
30
30

Rental paid to Alsirat Sdn. Bhd., a company in which Datuk Abdul Rashid Bin Abdul Manaff and Dato’ Liew Kee Sin have interest
72
72

Legal fees paid to Rashid & Lee, a firm in which Datuk Abdul Rashid Bin Abdul Manaff, Tan Sri Dato’ Zaki Bin Tun Azmi and George Anthony Dass David are partners
1,494
791

Rental received from Rashid & Lee
54
46





The above transactions have been entered into in the normal course of business and have been established under negotiated terms.

ADDITIONAL INFORMATION REQUIRED BY THE KLSE’S LISTING REQUIREMENTS

1.
Review of Performance of the Company and its Principal Subsidiaries

The Group achieved an increase of 14% in earnings to RM102.4 million on the back of a revenue of RM647.6 million for the current year-to-date under review compared to the corresponding year-to-date in the preceding year.  This improved performance was mainly attributable to progressive profit recognized on properties sold in our growing project at Setia Indah, Johor and also profit recognized on properties sold, completed and handed over in Bukit Indah Bandar Nusajaya, Johor and Pusat Bandar Puchong, Selangor.  Apart from the profit contributed from property development, it was also attributed to the progressive profit recognized on the upgrading of Batu Pahat-Ayer Hitam-Kluang Highway.

2. Material changes in the Quarterly Results compared to the results of the Preceding Quarter

The Group’s current quarter profit before tax decreased by RM3.4 million compared to the preceding quarter.  This was mainly attributable to the slower progress of works at our construction and development projects due to the current labour shortage problem arising from the repatriation of foreign labourers.

3.
Prospects for the Next Financial Year
The Group will remain focused on the existing development projects since the demand for affordable residential properties is expected to remain strong given the current low interest rate and innovative home-mortgage schemes introduced by the local financial institutions.  The Group is also expected to launch the new project in Shah Alam (subject to the approval from all relevant authorities being obtained) which will broaden the earnings of the Group.  Apart from this, the Group will pursue to participate in more Government Infrastructure Projects in the coming year.

Barring unforeseen circumstances, including that arising from the protracted labour shortage problem, the Board of Directors is confident that the strong fundamentals which sustained the Group in the past will continue to support the Group.

4.
Variance of Actual Profit from Forecast Profit 

Not applicable as no profit forecast was published.

5. Income Tax


Income Tax comprises: -


FOURTH QUARTER
CUMULATIVE


CURRENT
PRECEDING
CURRENT
PRECEDING


YEAR

QUARTER
YEAR

CORRESPONDING
YEAR

TO DATE
YEAR                  CORRESPONDING



QUARTER

PERIOD


31/10/2002
31/10/2001
31/10/2002
31/10/2001


RM’000
RM’000
RM'000
RM'000

- current income tax 
11,191
7,476
42,179
36,864

- deferred taxation 
(30)
8
(30)
8

- associated companies
2,143
(198)
2,970
913

- in respect of prior years
608
1,387
649
(2,562)


13,912
8,673
45,768
35,223


The Group effective taxation rate for the current quarter and financial year-to-date is higher compared to the statutory rate mainly due to the inavailability of group relief for losses incurred by certain subsidiary company.

6.
Profit on Sale of Unquoted Investments and/or Properties

There were no profits on sale of unquoted investments and/or properties outside the ordinary course of the Group's business for the current quarter and financial year-to-date.

7. Quoted Securities


Total purchases and disposals of quoted securities for the current quarter and financial year-to-date are as follows :-


RM’000

Total purchases
560

Total disposals
-

  Total profit/(loss) on disposal
-

Total investments in quoted securities as at 31 October 2002 are as follows:-


RM’000

At cost
47,731

At book value
42,773

Market value 
29,996

8. Status of Corporate Proposals

The following are the corporate proposals that have been announced by the Company but not completed as at 11 December 2002, the latest practicable date which shall not be earlier than 7 days from the date of this announcement: -

(a) Conditional Shareholders’ Agreement entered into on 20 December 2000 between S P Setia Berhad and YGP Holdings Sdn Bhd (“YGP”) to govern the relationship between S P Setia Berhad and YGP (“the Parties”) as proposed shareholders in Pelita Dunia Sdn. Bhd. (“Pelita Dunia”) and to set out the respective rights, duties and obligations of the Parties in relation to the acquisition by Pelita Dunia of several pieces of lands from Dewan Bandaraya Kuala Lumpur and various private owners for development into a mixed residential and commercial development project.

(b) Proposed acquisition by Bandar Setia Alam Sdn. Bhd., a wholly-owned subsidiary of S P Setia Berhad of approximately 3,929.8117 acres of land at RM152,000 per acre (approximately RM3.49 per square foot) held under various titles situated primarily in Mukim Bukit Raja, District of Petaling, from See Hoy Chan Plantations Sdn Bhd for a cash consideration of RM597,331,378.

(c) Proposed capital raising involving the Special issue of up to 10% of the issued and paid-up share capital of S P Setia Berhad to Datuk Abdul Rashid bin Abdul Manaff and Tan Sri Dato’ Zaki bin Tun Azmi, directors of S P Setia; and

(d) Utilisation of Proceeds raised from Corporate Proposal

(i)
Utilisation of Proceeds raised from Private Placements
The proceeds of approximately RM102.4 million was raised from the Private Placement of 33,570,000 new ordinary shares of RM1.00 each.  As at the date of this announcement, an amount of RM100.9 million out of the Private Placement proceeds remain unutilised.  The unutilised proceeds are currently placed in interest bearing accounts.

(ii) Utilisation of Proceeds raised from Rights Issue

Proceeds of approximately RM243.8 million was raised from the Rights Issue of 123,142,857 new ordinary shares of RM1.00 each.  As at the date of this announcement, an amount of RM201.9 million out of the Rights Issue proceeds remain unutilised.  The unutilised proceeds are currently placed in interest bearing accounts.

9.
Group Borrowings and Debt Securities
Total group borrowings as at 31 October 2002 were as follows:



Secured
Unsecured
Total



RM’000
RM’000
RM’000

Hire Purchase & Leasing Borrowings

-
8,385
8,385

Short Term Bank Borrowings

18,420
25,000
43,420

Bank Overdraft

-
356
356

Long Term Bank Borrowings

294,772
-
294,772

4.5% Redeemable Unsecured Bonds

-
125,000
125,000



313,192
158,741
471,933

10. Off Balance Sheet Financial Instruments


The Group does not have any financial instruments with off balance sheet risk as at 11 December 2002, the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report.

11. Material Litigation


The Group is not engaged in any material litigation as at 11 December 2002, the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report.

12. Dividend

(a)
(i)
The board of Directors has recommended a final dividend in respect of the financial year ended 31 October 2002.


(ii)
Amount per share


: 2 sen less income tax of 28%








  1 sen tax exempted


(iii)
Previous corresponding period

: 3 sen less income tax of 28%








  2 sen tax exempted


(iv)
Date payable



: To be determined later

(v) In respect of deposited securities, entitlement to dividends will be determined on the basis of the record of depositors as at a date to be determined later.

(b)
Total dividend for the current financial year
: 5 sen less income tax of 28%








  3 sen tax exempted

13.
Earnings Per share

The basic earnings per share has been calculated by dividing the Group’s net profit for the year of RM102,406,000 (2001: RM89,677,000) by the weighted average number of shares in issue of 408,794,000 (2001: 393,667,000).  The weighted average number of shares in issue is calculated as follows:-



FOURTH QUARTER
CUMULATIVE QUARTER



CURRENT YEAR QUARTER
PRECEDING 

YEAR 

CORRESPONDING

QUARTER
CURRENT YEAR 

TO DATE
PRECEDING 

YEAR 

CORRESPONDING

PERIOD



31/10/2002
31/10/2001
31/10/2002
31/10/2001



RM’000
RM’000
RM’000
RM’000









Net profit attributable to shareholders
23,645
14,452
102,406
89,677









Number of ordinary shares at beginning
369,368
334,596
334,798
333,897


Effect of bonus issue
61,572
55,776
61,572
59,294


Effect of shares issued pursuant to 

- private placement
-
-
11,772
                      - 


- Company’s ESOS
58
53
652
476


Weighted average number of ordinary shares
430,998
390,425
408,794
393,667


Basic Earning Per share (sen)
5.5
3.7
25.1
22.8


The diluted earnings per share has been calculated by dividing the Group’s net profit for the year of RM102,406,000 (2001: RM89,677,000) by the weighted average number of shares that would have been in issue upon full exercise of the remaining option under the ESOS and the Warrants, adjusted for the number of such shares that would have been issued at fair value, calculated as follows:



FOURTH QUARTER
CUMULATIVE QUARTER



CURRENT YEAR QUARTER
PRECEDING 

YEAR 

CORRESPONDING

QUARTER
CURRENT YEAR 

TO DATE
PRECEDING 

YEAR 

CORRESPONDING

PERIOD



31/10/2002
31/10/2001
31/10/2002
31/10/2001



RM’000
RM’000
RM’000
RM’000









Net profit attributable to shareholders
23,645
14,452
102,406
89,677









Weighted average number of ordinary  shares as per basic EPS
430,998
390,425
408,794
393,667


Effect of shares option/warrants
6,716
178
20,389
229


Weighted average number of ordinary shares (diluted)
437,714
390,603
429,183
393,896


Diluted Earning Per share (sen)
5.4
3.7
23.9
22.8
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