NOTES

1
Accounting Policies
The quarterly financial statements of the Group are prepared using the same accounting policies and methods of computation as those used in the annual financial statements for the year ended 31 March 1999.

2
Exceptional Items
There were no exceptional items for the financial periods under review.

3
Extraordinary Items
There were no extraordinary items for the financial periods under review.

4
Taxation
The tax figures do not contain any deferred tax and adjustment for under/over provisions in respect of prior years.

5
Pre-Acquisition Profit
There were no pre-acquisition profits for the financial periods under review.

6
Profit on Sale of Investments and/or Properties
There were no profits on sale of investment and/or properties.

7
Quoted Securities
There were no purchases or disposals of quoted securities by the Group.

8
Changes in the Composition of the Group

On 9 March 2000, the Company incorporated a wholly owned subsidiary known as Ireka iCapital Sdn Bhd, whose principal activities are investment holding and provision of venture capital fund to Internet, e-commerce and related technology based companies.  Ireka iCapital Snd Bhd, in turn, incorporated a wholly owned subsidiary known as Ireka Venture Limited in the British Virgin Islands on 10 March 2000.  The latter’s principal activities are the same as those of Ireka iCapital Sdn Bhd.

Following the incorporation of Ireka iCapital Sdn Bhd, e-Auction Sdn Bhd was also transferred from Ireka Construction Bhd to Ireka iCapital Sdn Bhd.

9
Status of Corporate Proposals 

The Board of Directors of Ireka Construction Bhd (“Ireka”) has on 8 May 2000 and 9 May 2000 announced that the Company is proposing to undertake the following :-

(i) a private placement of 6,863,000 new ordinary shares of RM1.00 each in Ireka representing approximately 10% of the present issued and paid up share capital of the Company as at 30 April 2000;

(ii) a renounceable rights issue of up to 79,662,400 new Ireka Shares on the basis of 4 Rights shares for every five Ireka shares held at a date to be determined, at a proposed issue price of RM1.00 per rights share; and

(iii) a new Employees’ Share Option Scheme upon expiry of the existing scheme, which is due on 16 April 2001.

The above proposals are subject to the approval of the Securities Commission; the Kuala Lumpur Stock Exchange; the Registrar of Companies; and the shareholders of Ireka at   an Extraordinary General Meeting to be convened.  Proposal (i) also requires the approval of the Foreign Investment Committee.

10
Seasonality or Cyclicality of Operations
The business operations of the Group are not generally affected by annual seasonal or cyclical factors, although turnover achieved tends to be lower during year end and the festive periods of Hari Raya and Chinese New Year due to reduced working days.

11
Changes in Share Capital
A total of 112,000 ordinary shares of RM1.00 each were issued during the quarter under review, arising from exercise of options under the existing Employees’ Share Option Scheme.  There were no issuances and repayments of debt and equity securities, share buy-backs, share cancellations, share held as treasury shares and resale of treasury shares for the financial periods under review.

12
Group Borrowings and Debt Securities 
The group borrowings as at 31 March 2000 are as follows :- 

RM'000

(a)
Long Term Borrowings 

 Secured :-


   4.4375% Redeemable Guaranteed

       Unsecured Bonds 1996/2001


60,000

   Term Loans - Land Financing


27,405

--------

`




87,405

=====



(b)
Short Term Borrowings

Secured :-




Term Loans - Project Financing


25,302

Revolving Credit – Project Financing

  4,459

Unsecured :-
Bank Overdraft / Revolving Credits


58,216

Banker Acceptances




  9,368


--------

Total 






97,345


=====

(c)
The Bonds and all bank borrowings of the Group are denominated in Malaysian Ringgit.

13
Contingent Liabilities

The contingent liabilities of the Company as at 25 May 2000 (the latest practicable date which is not earlier than 7 days from the date of issue of the quarterly report) are as follows :-

(a)
Corporate guarantee for due performance 


RM84,022,935

of contracts by a company within the Group

(b)
Corporate guarantees for finance facilities


RM94,981,260

granted to the Group

(c)
Bankers' guarantees from banks for projects


RM  9,682,118

undertaken by the company

(d)
Claims plus interest made by 13 former lorry


RM     495,000

sub-contractors in respect of their deposits 

forfeited by the Company.  No provision has

been made in the accounts as the Directors,

supported by legal advice, are of the opinion

that the claims have no valid legal ground.

(e)
Claim plus interest made by a sub-contractor


RM     130,000

pertaining to the dispute of works done.  No

provision has been made as the Directors are of 

the opinion that the claim has no valid legal ground.

(f)
Additional Notice of Assessment issued by the

RM   3,193,581

Inland Revenue Board in respect of Y/A 1990

to Y/A 1998.  No provision has been made

in the accounts as the Directors, supported by 

the tax consultants, are of the opinion that the

company will not be liable.
14 
Off Balance Sheet Financial Instruments

The Group does not have any financial instruments with off balance sheet risk as at 25 May 2000 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report).


15
Material Litigations

The Group is not engaged in any material litigation as at 25 May 2000 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report).

16
Segmental Reporting

No segmental analysis is prepared as the Group is principally engaged in construction and related activities in Malaysia.

The Group has no assets located outside Malaysia.

17
Material Changes in the Quarterly Results compared to the Results of the Preceding Quarter

Turnover for the quarter ended 31 March 2000 has increased by 33% compared to the quarter ended 31 December 2000.  This is largely due to an increased volume of works coming from a few major projects, which have started to operate in full swing during the quarter under review.

18
Review of Performance of the Company and its Principal Subsidiaries

During the year under review, the Group has recorded a lower turnover of RM131 million as compared to RM141 million for the preceding year ended 31 December 1999.  This is largely resulted from the severe contraction of construction activities in the country during 1998 (-23% :- Bank  Negara Malaysia’s 1999 Annual Report) and most part of 1999 (-5.6% :- Bank  Negara Malaysia’s 1999 Annual Report), which in turn has affected the replacement rate of new projects undertaken by the Group during 1998 and 1999.  The Group is, however, able to secure a few projects during the period, which have only started to contribute to the increased turnover over the quarter under review.

Profit margin remains low as the Group has not able to operate at optimum capacity level due to the low volume of works completed during the year under review.  The lower interest rate regime and the effective cost control measures implemented by the Group throughout the economic downturn have managed to prevent the margin from eroding further.

19 Prospect for the Current Financial Year


The operating climate within the construction industry is expected to improve further in the coming year, with growth expected at 5% (Bank Negara Malaysia’s 1999 Annual Report) for the year 2000.  With most of the projects secured by the Group over the last year now operating in full swing, the turnover of the Group for the current financial year should be significantly higher then the year under review.  Barring any unforeseen circumstances, a continuing favourable interest rate enviroment and economic growth should enable the Group to improve on its operating margin.


There is a general improvement in the property market in the Mont Kiara area, where the Group owns 10 acres of prime land targeted for mixed development.  Should the property market remains favourable over the coming year, the Group should be able to derive revenue and profit from the intended launch of Phase I of its residential development in the area towards the end of the year.

20
Variance of Actual Profit from Forecast Profit
Not applicable.

21
Dividends
Dividend  payment shall be considered by the Board of Directors upon finalisation of the audited accounts for the financial year ended 31 March 2000.

22
Year 2000 Issue
We wish to inform that the Group has not encountered any Y2000 problems at the turn of the new millennium. 

By Order of the Board

IREKA CONSTRUCTION BERHAD

THYE LEE HA
Secretary

KUALA LUMPUR

30 May 2000
