Notes 3Q2005 Dec04

 Brem Holding Berhad (66756-P)

(Incorporated in Malaysia)

NOTES TO THE INTERIM FINANCIAL REPORT

1.
Basis of preparation

The unaudited interim financial report has been prepared in compliance with MASB 26, Interim Financial Reporting and Chapter 9 part K of the Listing Requirement of the Bursa Malaysia Securities Berhad.

The interim financial report should be read in conjunction with the annual audited financial statements of the Group for the financial year ended 31 March 2004.

The accounting policies and methods of computation adopted in this interim financial report are consistent with those adopted in the most recent annual financial statements.

2.
Qualified audit report


There was no qualification on the preceding annual financial statements.

3.
Seasonal or cyclical factors

The businesses of the Group are not affected by seasonal or cyclical factors.

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

There were no unusual items affecting the Group for the financial period ended 31 December 2004.

5.
Changes in estimates

There were no material changes in the estimates used for preparation of the interim financial report.

6.
Issuance or repayment of debts and equity securities

Save as disclosed below, there were no other issuances and repayment of debts and equity securities, share buy-back, share cancellation, shares held as treasury shares and resale of treasury shares except for the following:

a). The Company increased its issued and paid up capital from RM77,093,856 to RM116,858,784 during the quarter by an allotment of 39,764,928 new ordinary shares of RM1 each under the following issues:

i. Rights Issue of 19,476,464 ordinary shares at the issue price of RM1.20

ii. Bonus Issue of 19,476,464 ordinary shares

iii. Brem Group Employee Share Option Scheme at the following option price:

· 723,000 ordinary shares at option price of RM1.00

· 89,000 ordinary shares at option price of RM1.16

As at 31 December 2004 a total of 99,000 options shares remained unexercised at the following option prices:

· 38,000 options shares at option price of RM1.00

· 61,000 options shares at option price of RM1.16

b). The Company issued 38,952,928 warrants during the quarter pursuant to the Rights Issue for which 1 warrant will entitle its holder to subscribe 1 new ordinary share of RM1 at an exercise price of RM1.20. All the warrants remained unexercised as at 31 December 2004.

7.
Dividend paid

A first and final dividend of 8% less tax amounting to RM4,487,377 in respect of the financial year ended 31 March 2004 has been paid on 3 December 2004.

8. Segment reporting






Business Segments

	
	Civil engineering & construction
	Property development
	Property investment & investment holding
	Water supply & services
	Elimination
	Consolidated

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	REVENUE
	
	
	
	
	
	

	External
	83,238
	34,098
	5,803
	20,493
	-
	143,632

	Inter-segment
	-
	-
	-
	-
	-
	-

	Total revenue
	83,238
	34,098
	5,803
	20,493
	-
	143,632

	
	
	
	
	
	
	

	RESULT
	
	
	
	
	
	

	Segment results
	12,836
	  5,311
	3,216
	6,626
	15
	 28,004

	Finance cost
	
	
	
	
	
	  (2,705)

	Share of results of

  associated companies
	
	
	
	
	
	 2,595

	Taxation
	
	
	
	
	
	 (7,116)

	Minority interest
	
	
	
	
	
	 (4,964)

	Net profit for the period
	
	
	
	
	
	15,814




Geographical Segments

	
	Revenue from external customers by geographical market

	
	RM’000

	
	

	Malaysia
	91,080



	Papua New Guinea
	52,552



	
	143,632





Income statement items of foreign subsidiary companies are translated into Ringgit Malaysia at average rate of exchange throughout the financial period.



The average rate used in the translation is Kina1.00 equal to RM1.2288.

9.
Valuation of property, plant and equipment

Property, plant and equipment of the Group are stated at cost less accumulated depreciation/amortisation and impairment loss, if any.

10.
Events subsequent to the end of the financial period

Subsequent to the end of the financial period ended 31 December 2004, the Company has granted options to eligible employees of the Group to subscribe 6,820,000 ordinary shares of RM1 each at an option price of RM1.00 under the Brem Group Employee Share Option Scheme.

11.
Changes in the composition of the Group
During the financial period ended 31 December 2004, the following changes in the composition of the Group took place:

a). On 25 October 2004, the Company has disposed of its entire shareholding of 2 ordinary shares of RM1 each, representing 100% of the total issued and paid-up capital of Darul Tinjau Sdn. Bhd. for a total cash consideration of RM2.00.The disposal does not have any material effect on the earning per share or net tangible assets per share of the Company for the financial period ended 31 December 2004.

b). On 27 December 2004, the Company subscribed for additional 1,750,000 ordinary shares at RM1.00 per share in its subsidiary, Harmony Property Sdn. Bhd. to increase its shareholding from 66.7% to 75.0%.

12.
Contingent Liabilities


The details of Group contingent liabilities are as follows:

	
	RM’000

	Guarantees given to financial institutions in favour of third parties
	        887

	Guarantees given to financial institutions for credit facilities granted to a subsidiary company


	     1,716

	
	     2,603


EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD

13.
Taxation

The taxation for the current quarter and financial period to-date are as follows:-





 Current Quarter             Current Financial

                                                                                                    Period To-Date

	
	RM’000
	
	RM’000

	
	
	
	

	Malaysia taxation
	   910
	
	3,793

	Foreign taxation
	1,413
	
	3,323

	
	2,323
	
	7,116


      The relationship between the tax expenses and accounting profit are as follows:-

	
	RM’000

	
	

	Profit before tax
	27,894


	 7,810

	   222

	     (71)

	   (588)

	   (257)

	 7,116



Tax at the statutory rate of 28%


Higher foreign tax rate


Tax benefits utilised


Non taxable income


Others

Tax expenses                                                                      

14.
Sale of unquoted investments and/or properties
 There were no sales of unquoted investments and/or properties in the current quarter and financial period to-date.

15.
Purchase/Disposal of quoted securities

 
There was no purchase or disposal of quoted securities in the current quarter and financial period to-date.

16.
Corporate proposal


(a)
Status of corporate proposals

On 28 February 2004, the Company had announced the following proposals:

(i)
proposed renounceable rights issue of up to a maximum of 19,501,214 new ordinary shares of RM1.00 each in Brem Holding Berhad (“Rights Shares”) together with up to a maximum of 39,002,428 detachable warrants on the basis of one (1) Rights Share with two (2) free warrants attached for every four (4) existing shares held, at an issue price of RM1.20 per Rights Share (“Proposed Rights Issue”);

(ii)
proposed bonus issue of up to a maximum of 19,501,214 new ordinary shares of RM1.00 each in Brem Holding Berhad (“Bonus Issue”) on the basis of one (1) Bonus Share for every one (1) Rights Share subscribed by the shareholders of Brem Holding Berhad and their renouncees pursuant to the Proposed Rights Issue;

(iii)
proposed amendment to the Company’s Articles of Association; and

(iv)
proposed increase in authorised share capital from 150,000,000 ordinary shares of RM1.00 each to 250,000,000 ordinary shares of RM1.00 each.

(hereafter referred to as the “Proposals”)

The Company has received the approval of the Securities Commission via its letter dated 9th August 2004 for the Proposed Rights Issue. The shareholders of the Company had approved the Proposals in the Extraordinary General Meeting held on 6th September 2004. On 25 November 2004, the Company issued 19,476,464 Rights Shares together with 38,952,928 detachable Warrants and 19,476,464 Bonus Shares. The Proposals was completed on 1 December 2004 with the listing and quotation of the Rights Shares, Bonus Shares and Warrants on the Main Board of the Bursa Malaysia on even date.

(b)
Status of utilization of proceeds

As at 31 December 2004, the Company has utilised RM8.8 million from the Rights Issue proceeds of RM23,371,757. The balance of the proceeds will be utilised progressively to meet working capital purposes.

17. Group borrowings

The tenure of group borrowings classified as short and long term categories are as follows :

	
	
	
	RM’000

	
	
	
	

	Long term
	
	
	37,432

	Short term
	
	
	29,414

	
	
	
	66,846

	
	
	
	

	Secured
	
	
	36,482

	Unsecured
	
	
	30,363

	
	
	
	66,846


	
	
	
	RM’000

	
	Kina’000
	
	equivalent

	
	
	
	

	Borrowings denominated in foreign currency
	
	
	

	– Papua New Guinea
	19,270
	
	23,856



On 29 October 2004, PNG Water Limited, a 51% owned subsidiary of the Company has accepted a conditional term loan facility of K46,400,000 extended by the Bank of South Pacific Ltd., Papua New Guinea to part finance the capital work associated with the Water Supply Concession in Port Moresby, Papua New Guinea.

18.
Off balance sheet financial instruments

There were no financial instruments with off balance sheet risk as at the latest practicable date, which is not earlier than 7 days from date of issue of this quarter report.

19.
Material litigation

There are several suits which involve claims against the Company and subsidiary companies. In the opinion of the directors and solicitors, the pending litigation involving the Group will not result in material losses to the Group.

20.
Comparison with preceding quarter results

The profit before taxation for the current quarter is higher than the preceding quarter, mainly due to the completion of certain construction projects.

21.
Review of performance

The Group has performed better than the preceding financial period and registered an improved revenue and profit before taxation of RM143.6 million and RM27.7 million respectively mainly due to the overall improved performance of the construction division.

22.
Prospects for the current financial year
      Barring any unforeseen circumstances, the Group expects performance for current financial year to be better than the previous financial year

23.
Variance of actual profit from forecast profit

(a) The Company did not issue any profit forecast during the financial year.

(b) The Company did not issue profit guarantee to any parties.

24.
Dividends

No dividend has been declared in respect of the financial period ended 31 December 2004.

25.
Earnings per share 


Basic earnings per share


Basic earnings per share for the current financial period to-date are calculated by dividing the net profit attributable to the shareholders by the weighted average number of ordinary shares in issue. 



 31/12/2004          
31/12/2003

Net profit for the period (RM’000)



    15,814
        10,125


Weighted average number of ordinary shares
98,863,160
 92,838,864


Basic earnings per share (sen) 
              16.0
           10.9


Diluted earnings per share


The calculation of diluted earnings per share for the current financial period to-date is consistent with the calculation of basic earnings per share while giving effect to all dilutive potential of ordinary shares that are outstanding during the financial period. 









         31/12/2004
31/12/2003

Net profit for the year (RM’000)



    15,814
       10,125


Weighted average number of ordinary shares (basic)
98,863,160
92,838,864


Adjustment for Employee Share Option Scheme
_   190,518
     673,433

Weighted average number of ordinary shares (diluted)
99,053,678
93,512,297

Diluted earnings per share (sen)
    16.0
          10.8

The earnings per share have been restated and retrospectively adjusted to reflect the bonus issue during the period as disclosed in Note 6 (a) (ii).

By Order of the Board

Chow Chooi Yoong

Company Secretary

Kuala Lumpur

28 February 2005

