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 Listing Requirements of Bursa Malaysia Securities Berhad, and should be read in conjunction with the Group's annual financial statements for the year ended 30 June 2003.

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 2003.

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.

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 quarter.

A7
Dividend


The first and final dividend of 5% less 28% tax amounting to RM3,217,968 for the financial year ended 30 June 2003 was paid to shareholders on 13 January 2004.

A8
Segmental Reporting


The segmental analysis for the year ended 30 June 2004 is as follows :

	
	
	Food and
	 
	

	
	Construction
	Beverages
	Elimination
	Consolidated

	
	
	
	
	

	
	RM’000
	RM’000
	RM’000
	RM’000

	Segment Revenue
	
	
	
	

	Revenue
	246,595
	2,239
	(5,681)
	243,153

	
	
	
	
	

	Segment Results
	
	
	
	

	Net profit before tax
	18,152
	3
	(623)
	17,532


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 year ended 30 June 2004.

A11
Changes in Composition of Company/Group

During the financial year ended 30 June 2004 the Company acquired a new 100% subsidiary company known as Saujarena Bina Sdn Bhd for RM2.00 and a new subsidiary company known as Timur Terang Sdn Bhd for RM2.00.

A12
Contingent Liabilities

	
	GROUP

	
	** As At                             11 AUGUST 2004 
	PRECEDING

 YEAR ENDED 

30 JUNE 2003

	
	RM ‘000
	RM ‘000

	
	
	

	Unsecured guarantees in respect of banking and trade facilities utilised by
	
	
	
	

	-   Subsidiary companies


	0
	
	0
	

	-   Third parties


	265
	
	765
	

	
	265
	
	765
	


    ** 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

30 JUNE  2004

             RM’000

	
	
	

	
	
	

	          With companies in which certain 
	

	          Directors of the Company, have interests:
	

	
	

	          Pembinaan Sahabatjaya Sdn Bhd    
	49,026
	

	
	
	

	          Segi Gemilang Sdn Bhd
	580
	

	
	
	

	          Syabas Hakikat Sdn Bhd  
	116
	

	
	
	

	          Wengcon Equipment Sdn Bhd
	1,322
	

	
	
	

	          Wengcon Holdings Sdn Bhd
	414
	

	     
	
	

	          Wengcon Marketing Sdn Bhd
	6,898
	

	
	
	

	          Wengcon Machinery Sdn Bhd
	125
	

	
	
	

	
	
	

	          With a corporate shareholder 
	
	

	          of a subsidiary company, have interests:
	
	

	
	
	

	          Felda Engineering Services Sdn Bhd
	1,047
	

	
	
	

	
	
	

	
	
	


BMSB Listing Requirements (Part A of Appendix 9B)

B1
Review of Performance for the Period


For the quarter and year ended 30 June 2004, the main income contributor for the Group is from the Universiti Malaysia Sabah (UMS) Phase 2A and Kolej Universiti Teknologi Tun Hussein Onn (KUiTTHO).

B2
Review of Performance for the Quarter


The Group achieved a profit before taxation of RM3.110 million from a turnover of RM17.499 million as compared to the previous quarter of RM4.260 million from a turnover of RM48.432 million. The current quarter results include share of Associated Company profit before tax of RM1.912 million and profit after tax of RM0.305 million. The decrease in profit was mainly due to decrease in construction activities.

B3
Current Year Prospects


The Group expects the current on-going projects being UMS Phase 2A, upgrading works for Lagun Puteri and Lido Beach and the design and construction of Kolej Universiti Teknologi Tun Hussein Onn (KUiTTHO) will continue to contribute to the Group's turnover in the next quarter.


Barring any unforeseen circumstances, the Directors are of the opinion that the Group’s performance for the following 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  30 JUNE 2004 
	      CURRENT YEAR 

ENDED 

       30 JUNE 2004

	
	     RM ‘000
	       RM ‘000

	
	
	
	

	    Current period provision
	600
	
	6,000
	

	    Transfer to/(from) deferred taxation
	0
	
	   0
	

	    Share of Associated Company Tax
	1,606
	
	1,606
	

	    Share of Jointly Controlled Entity Tax
	562
	
	562
	

	
	2,768
	
	8,168
	

	    Over provision in respect of prior year
	-
	
	(93)
	

	
	2,768
	
	8,075
	


The effective tax rate of the Group and the Company for the current financial year is high compared to statutory rate, mainly due to additional provision of tax for associated company, non-qualifying capital expenditures and disallowable expenses.

B6
Profit on Sale of Investment and/or Properties

	
	GROUP

	
	CURRENT QUARTER ENDED                            30 JUNE 2004 
	      CURRENT YEAR 

ENDED 

       30 JUNE 2004

	
	     RM ‘000
	       RM ‘000

	
	
	
	

	Gain / (Loss) on sale of property
	-
	
	( 10 )
	


B7
Purchase or Disposal of Quoted Securities

(a)


	
	GROUP

	
	CURRENT QUARTER ENDED                            30 JUNE 2004 
	      CURRENT YEAR 

ENDED 

       30 JUNE 2004

	
	     RM ‘000
	       RM ‘000

	
	
	
	

	       Purchase of quoted securities
	-
	
	298
	

	
	
	
	
	

	       Disposal of quoted securities
	-
	
	-
	


(b)
Investments in quoted securities as at 30 June 2004 

            RM

   Loan stocks quoted in Malaysia

-   at cost (quoted)





       576,834
-   at market value





       580,748

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 of five (5) years from the date of offer.   

(b) A Special Issue of up to 20,000,000 new ordinary share of RM1.00 each at an issue price of RM1.79 per share completed on 17 March 2003.

The proceeds raised from (b) has been fully utilised as general working capital for the construction costs of UMS-Phase 2A and Kolej Universiti Teknologi Tun Hussein Onn (KUiTTHO) projects. 

	B9      Group Borrowing
	GROUP

	           AMOUNT REPAYABLE

           WITHIN ONE YEAR


	CURRENT QUARTER ENDED  30 JUNE 2004
	PRECEDING

 YEAR ENDED

 30 JUNE 2003

	
	RM ‘000
	RM ‘000

	
	
	

	    Bank overdraft-secured

                     -unsecured                                                                                                                  
	7,294

15,841              
	
	205

10,072


	

	    Bank Term Loans-secured


	7,625


	
	125


	

	
	30,760
	
	10,402
	

	
	GROUP

	           AMOUNT REPAYABLE

           AFTER ONE YEAR


	CURRENT QUARTER ENDED  30 JUNE 2004
	PRECEDING

 YEAR ENDED

 30 JUNE 2003

	
	RM ‘000
	RM ‘000

	
	
	

	    Bank Term Loans-secured


	7,991


	
	617


	

	
	7,991
	
	617
	


B10
Financial Instruments

The Group has no financial instruments with off balance sheet risk for the quarter and year ended 30 June 2004.

B11
Material Litigation

Save as disclosed below as at 30 June 2004, 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. 

(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. The Court has awarded the Plaintiff the judgment sum of RM291,871.42, interest amounting to RM167,478.22 and legal cost. The solicitors are of the opinion that the Company has a fair chance regarding the interest awarded and accordingly an appeal and application for stay of execution have been filed with the Court on 5 April 2004.              

The Directors of EB are of the opinion that the outcome of the above cases are unlikely to have any material financial adverse impact on the Group.

B12
Dividend

The Directors have proposed, subject to the shareholders’ approval in the forthcoming annual general meeting to be convened, a first and final dividend of 5% less 28% income tax (2003-5% less 28% income tax). The date for the payment of the dividend shall be announced in due course.

B13
Earnings Per Share


	
	          CURRENT

	
	        QUARTER ENDED

	
	            30 JUNE 2004

	Basic
	

	    Net profit attributable to ordinary shareholders (RM'000)
	540

	
	

	    Number of ordinary shares in issue as of 1 April 2004 ('000)
	89,475

	    Effect of shares issued in the quarter ('000)
	41

	    Weighted average number of ordinary shares in issue ('000)
	89,516

	
	

	    Basic earnings per ordinary share (sen)
	0.60

	
	

	    Diluted
	

	    Net profit attributable to ordinary shareholders (RM'000)
	540

	
	

	    Weighted average number of ordinary shares in issue ('000)
	89,516

	    ESOS:
	

	        Weighted average number of unissued shares ('000)
	2,763

	        Weighted average number of share that would have been  
	

	        Issued at fair value ('000)
	(2,572)

	    Adjusted weighted average number of ordinary shares

    For calculating
	

	    Diluted earnings per ordinary share ('000)
	89,707

	
	

	    Diluted earnings per ordinary share (sen)
	0.60


