EKOVEST BERHAD

Notes to the interim financial report

MASB 26 – Paragraph 16

A1
Basis of Preparation

The interim financial report is unaudited and has been prepared in accordance with MASB 26, Interim Financial Reporting and paragraph 9.22 and Appendix 9B of the Kuala Lumpur Stock Exchange Listing Requirements, and should be read in conjunction with the Group's annual financial statements for the year ended 30 June 2002.

The accounting policies and methods of computation adopted by the Group in these quarterly financial statements are consistent with those adopted in the most recent annual audited financial statements for the year ended 30 June 2002.

A2
Audit Report


The preceding annual financial statements of the group were not qualified.

A3
Seasonal or Cyclical Factors


Although seasonal factors have minimal impact on the operations of the Group, the business is nevertheless susceptible to the vagaries of the construction industry and is dependent on the sustainability of the economic recovery process of the country.

A4
Unusual Items



There were no unusual items affecting assets, liabilities, equity, net income or cash flows during the period under review.

A5
Changes in the estimates of amount reported previously with material effect in current  interim period



Not applicable.

A6
Issuances, Cancellations, Repurchases, Resale and Repayments of Debt and Equity Securities.  

       
There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities during the interim period.


A7
Dividend


The shareholders have on 28 November 2002 approved the payment of a first and final dividend of 1% less 28% tax amounting to RM480,406 for the year ended 30 June 2002. The said dividend will be paid on 27 January 2003.

A8
Segmental Reporting


No segmental analysis is prepared as the Group is engaged in the construction operation.

A9
Revaluation of Property, Plant and Equipment

There were no amendments in the valuation amount of revalued assets brought forward to the current quarter ended  compared to most recent annual financial statements.

A10
Material Subsequent Event



There have been no material event subsequent to the quarter and period ended 31 December 2002.

A11
Changes in Composition of Company/Group

During the period to 31 December 2002 the Company acquired a new 100% subsidiary company known as Cherry Court Sdn Bhd for RM2.00 and Bimstar Sdn Bhd a wholly owned subsidiary of the Company acquired a new 100% subsidiary company known as Milan Prestasi Sdn Bhd for RM2.00.

A12
Contingent Liabilities


GROUP


** As At                          31 JANUARY  2003 
PRECEDING

 YEAR ENDED 

30 JUNE 2002


RM ‘000
RM ‘000





Unsecured guarantees in respect of banking and trade facilities utilised by





-   Subsidiary companies


0

0


-   Third parties


1,318

1,646



1,318

1,646


    ** Being the latest practical date before the announcement.

A13
Significant Related Party Transactions

The Group has significant related party transactions with companies in which certain directors of the Company have interests and a corporate shareholder of a subsidiary company as follows:


As at

31 December 2002

             RM’000





          With companies in which certain 


          Directors of the Company, have interests:





          Wengcon Engineering Sdn Bhd    
125










          Wengcon Equipment Sdn Bhd  
115










          Wengcon Holdings Sdn Bhd  
2,354










          With a corporate shareholder of a subsidiary company:







          Felda Engineering Services Sdn Bhd 
46


KLSE Listing Requirements (Part A of Appendix 9B)

B1
Review of Performance for the Period


For the quarter and period ended 31 December 2002, the Universiti Malaysia Sabah (UMS) II contract continue to be the main income contributor for the Group.

B2
Review of Performance for the Quarter


The Group achieved a profit before taxation of RM1.951 million from a turnover of RM45.983 million as compared to the previous quarter of RM2.300 million from a turnover of RM40.188 million.  During the quarter the Company recognised an income from a certain variation order, the quantum of which was disputed by the client previously. However, the  positive amount was more than offsetted by the realisation of an over recognition of profit previously by a subsidiary company following the finalisation of certain completed contracts. 

B3
Current Year Prospects


Besides the current contracts in hand of about RM400 million, the Group has also commenced work on a government contract following the receipt of a letter of intent for an estimated contract value of RM450 million.


Barring any unforeseen circumstances, the Directors are of the opinion that the Group’s performance for the current financial year would remain satisfactory.

B4
Forecast/Profit Guarantee


There is no profit guarantee or financial forecast for the current quarter and for the year.

B5
Taxation


                           GROUP


CURRENT     QUARTER ENDED  31 DECEMBER 2002   
      CURRENT YEAR 

ENDING 

       30 JUNE 2003


     RM ‘000
       RM ‘000






    Current period provision
1,900

3,113


    Transfer to/(from) deferred taxation
0

   0


    Share of Associated Company Tax
0

0



1,900

3,113


    Under provision in respect of prior year
0

0



1,900

3,113


The effective tax rate of the Group and the Company for the current financial year is high compared to statutory rate, mainly due to substantial losses incurred by one of the subsidiaries, some unqualifing capital expenditures, disallowable expenses and balancing charges.

B6
Profit on Sale of Investment and/or Properties

There were no sale of investment or properties during the current quarter and the period to 31 December 2002. 
B7
Purchase or Disposal of Quoted Securities

(a)
There were no purchases or disposals of quoted securities during the quarter and the period to 31 December 2002.

(b)
Investments in quoted securities as at 31 December 2002 

            RM

   Loan stocks quoted in Malaysia

                 -   at cost






        278,908

 -   at market value





        320,744




B8
Corporate Exercises


The Company has implemented the following corporate exercises in the two- (2) years preceding the date thereof:-

(a)
An Employee Share Option Scheme ("ESOS") for eligible employees and Executive Directors, approved by the Securities Commission ("SC") vide its letter dated 3 August 1999 which commenced on 5 January 2000 and shall be in force for a duration for five (5) years from the date of offer;

(b)
A Private Placement of 5,425,000 new ordinary share of RM1.00 each at an issue price of RM1.94 per share was issued and completed on 13 March 2001;and

(c) A Private Placement of 5,968,000 new ordinary share of RM1.00 each at an issue price of RM2.48 per share was issued and completed on 25th June 2002.

The proceeds raised from (b) and (c) has been fully utilised as general working capital for projects.

 The company has announced the following corporate exercise:-

(a) A Proposed Special Issue of up to 20,000,000 new ordinary shares of RM1.00 each, at an issue price to be fixed based on weighted average market price (WAMP) of Ekovest Berhad’s share for the 5 consecutive market days prior to the price fixing date, with a discount of not more than 10% from WAMP.


The Proposed Special Issue is subject to the following approvals :

i)
the Ministry of International Trade and Industry (MITI), for the Proposed special Issue to Bumiputera investor, which was obtained on 28 October 2002;

ii)
the Foreign Investment Committee (FIC), which was obtained on 19 November 2002;

iii)
the Securities Commission (SC), which was obtained on 26 December 2002;

iv)
the Shareholders of Ekovest Berhad at an Extraordinary General Meeting, which was obtained on 29 January 2003; and

v)
the Kuala Lumpur Stock Exchange (KLSE) for the listing of and quotation for the special Issue Shares.

The Proposed Special Issue is expected to be completed by the second quarter of 2003. 

B9      Group Borrowing
GROUP

           AMOUNT REPAYABLE

           WITHIN ONE YEAR


CURRENT QUARTER ENDED  31 DECEMBER 2002
PRECEDING

 YEAR ENDED

 30 JUNE 2002


RM ‘000
RM ‘000





           Revolving credit facilities, unsecured


-

5,000


    Bank overdraft-secured

                     -unsecured                                                                                                                  
76

3,449              

0

6,986




    Bank Term Loans-secured


0



3





3,525

11,989


B10
Financial Instruments

The Group has no financial instruments with off balance sheet risk for the quarter and period to 31 December 2002.

B11
Material Litigation

Save as disclosed below as at 31 December 2002, the Group is not engaged in any material litigation, either as plaintiff or defendant, and the Directors are not aware of any proceedings, pending or threatened against the Group or any fact likely to give arise to any proceedings which might materially or adversely affect the position or business of the group:

(a) A dispute has arisen between Ekovest Berhad ("EB") or ("Plaintiff") and Shapadu Construction Sdn Bhd ("Shapadu") or ("Defendant") in respect of a sub-contract under the New North Klang Strait Bypass Highway Project. On 1 August 2000, EB issued a Notice to Arbitrate. The Defendant has initially challenged the Notice of Arbitration on the ground that the main contracts work has not been completed. The parties are now in the midst of appointing arbitrator for the arbitration proceeding.  At present, there is no counter claim initiated by Shapadu. Given that the EB is the Plaintiff and no counter claim has been initiated, any estimate of liability is premature at this point in time. The Directors of EB are of the opinion that, there is unlikely to be any material adverse impact on EB.

(b) Reezal Kok Construction ("Plaintiff") has filed a writ of summons on Felda Ekovest Sdn Bhd ("Defendant"), a subsidiary of EB, vide writ No. 22-06-97 of the Alor Setar High Court for the sum of RM423,528.18 with interest at 1.5% per month from 18 January 1996 until full settlement in respect of the alleged work  done by the Plaintiff at the North South highway in Gurun, Kedah. The writ of summons was filed in the High Court on 12 January 1997.

The written submission has been filed with the Court. The written submission from the Plaintiff and the Defendant have been heard and the parties are awaiting the decision of the Court.

The Directors of EB are of the opinion that the outcome of this case is unlikely to be any material adverse impact on EB.

B12
Dividend

No interim dividend has been declared for the quarter ended 31 December 2002 in respect of current year profit.

B13
Earnings Per Share



Current quarter ended


        31 December 2002

Basic


    Net profit attributable to ordinary shareholders (RM)
2,098,000




    Number of ordinary shares in issue as of 1 July 2002
66,723,000

    Effect of shares issued in the quarter
-

    Weighted average number of ordinary shares in issue
66,723,000




    Basic earnings per ordinary share (sen)
3.14




    Diluted


    Net profit attributable to ordinary shareholders (RM)
2,098,000




    Weighted average number of ordinary shares in issue
66,723,000

    ESOS:


        Weighted average number of unissued shares
2,276,000

        Weighted average number of share that would have been  


        Issued at fair value
(2,420,508)

    Adjusted weighted average number of ordinary shares

    for calculating


    Diluted earnings per ordinary share
66,578,492




    Diluted earnings per ordinary share (sen)
3.14

The Group had no dilution in its earnings for the 31 December 2002 as the fair value of the ordinary shares as at 31 December 2002 under ESOS was lower than the exercise price.

