EKOVEST BERHAD
 (Company No : 132493-D)
Part A – Explanatory Notes Pursuant to Financial Reporting Standards (“FRS”) 134

Notes to the Interim Financial Report (3rd Quarter - 31 March 2011)
A1
Basis of Preparation

The condensed interim financial statements are unaudited and have been prepared in compliance with the Financial Reporting Standards (‘FRS’) 134 : Interim Financial Reporting and paragraph 9.22 and Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad. The interim financial report should be read in conjunction with the Group's annual financial statements for the year ended 30 June 2010.

The significant accounting policies, methods of computation and basis of consolidation adopted are consistent with those of the most recent audited financial statements for the year ended 30 June 2010 except for the adoption of new FRSs, amendments to FRSs and IC interpretations (“IC”) which are relevant to its operations and effective for the financial periods beginning on or after 1 July 2010. The adoption of these FRSs do not have significant impact on the interim financial position and results of the Group except for the adoption of the following standards as set out below :
(i) Presentation of Financial Statements [FRS 101 (revised)] - Presentation of Financial Statements) 
The revised standard prohibits the presentation of items of income and expenses (that is “non-owner changes in equity”) in the statement of changes in equity, requiring “non-owner changes equity” to be presented separately from owner changes in equity. All non-owner changes in equity are required to be shown in the statement of comprehensive income which can be shown as a single statement or two statements (comprising the income statement and statement of comprehensive income). The Group has elected to present the statement of comprehensive income in a single statement. Comparatives have been restated to conform with current period presentation.
(ii) Leasehold Land (Amendment to FRS 117 – Leases) 
The amendments to FRS 117, clarify that the classification of lease of land and require entities with existing leases of land and buildings to reassess the classification of land as finance or operating lease. Leasehold land which in substance is a finance lease will reclassify to property, plant and equipment. The adoption of these amendments will result in a change in accounting policy which will be applied retrospectively in accordance with the transitional provisions and will result in reclassification of lease of land to property, plant and equipment.






As Previously
Effects on 
As Restated






Reported
FRS 117








RM’000

RM’000

RM’000
  Property, plant & equipment

73,384

14,128

87,512
  Prepaid lease payments


14,128

(14,128)

    -

(iii) Financial Instruments (FRS 139 – Financial Instruments : Recognition and Measurement)
In accordance with the transitional provisions of FRS 139, the Group has applied in relation to the financial instruments below by recognizing and re-measuring the financial assets and financial liabilities as at 1 July 2010 as appropriate. The changes are applied prospectively and accounted for by restating the opening balances in the condensed consolidated statement of financial positions and consolidated statement of changes in equity. The comparatives as at 30 June 2010 are not restated.
a) Financial Assets

Financial Assets are classified as financial assets at fair value through profit or loss, loan and receivables, held-to-maturity investment, available-for-sale financial assets or as derivatives designated as hedging instruments in an effective hedge, as appropriate.

The Group’s financial assets include loans and receivables, cash and short-term deposits.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market, receivables and cash and cash equivalents. Prior to 1 July 2010, receivables were initially recognized at their costs and subsequently stated at cost less allowance for doubtful debts. Under FRS 139, loans and receivables are initially measured at fair value plus transaction costs and subsequently carried at amortised cost using the effective interest method (EIR). Gains and losses are recognized in the consolidated statement of comprehensive income when the loans and receivables are derecognized, impaired or through the amortization process.
b) Financial Liabilities
Financial Liabilities are classified as financial liabilities at fair value through profit or loss, loans and borrowings, or as derivatives designated as hedging instruments in an effective hedge, as appropriate.

The Group’s financial liabilities include trade and other payable and bank borrowings.

Trade and Other Payables
Prior to 1 July 2010, trade and other payables were stated at cost which is the fair value of the consideration to be paid in the future. Under FRS 139, trade and other payables are carried at fair value and amortised cost using the EIR method. Gains and losses are recognized in the consolidated statement of comprehensive income. 

Borrowings
Prior to 1 July 2010, borrowings were stated at the proceeds received less directly attributable costs. Upon adoption of FRS 139, borrowings are initially measured at fair value and subsequently at amortised cost using the EIR method. Gains and losses arising from the derecognition of the borrowings, EIR amortization and impairment losses are recognized in the consolidated statement of comprehensive income.

Impact on the Opening Balance
In accordance with the transitional provisions of FRS 139, the above changes are applied prospectively and the comparatives as at 30 June 2010 are not restated. Instead, the changes have been accounted for by restating the following opening balances in the balance sheet as at 1 July 2010.
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Effect on 
    As






   Stated

FRS 139

Restated






RM’000

RM’000

RM’000
 


Trade and other receivables

124,751

(6,663)

118,088



Trade and other payables


  66,921

 2,102

  64,819
  


Retained Earnings


122,886

(4,561)
    
118,325
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 shareholders have on 20 December 2010 approved the payment of a first and final dividend of 5% less 25% tax for the financial year ended 30 June 2010. The dividend amounting to RM6,704,764 was paid on 18 March 2011.

A8
Segmental Reporting

No segmental analysis is prepared as the Group is principally 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 March 2011.
A11
Changes in Composition of Company/Group

Prompt Capital Sdn Bhd, a wholly owned subsidiary of the Company, had on 28 March 2011 acquired a shelf company, Heritage Reno Sdn Bhd (“HRSB”) which has an authorised share capital of RM100,000 and issued and paid-up share capital of RM2.00. HRSB is currently dormant. Other than the above changes, there were no other changes in the composition of the Company or the Group for the quarter under review.
A12
Contingent Liabilities

The contingent liabilities as at 31 March 2011 are as follows :-

As at


31 March 2011
             









RM ‘000

Corporate guarantees given to licensed financial institutions for                                  


  credit facilities granted to subsidiaries 




   49,815











 =======
A13
Capital Commitments

Capital commitments of the Group as at 31 March 2011 are as follows :-


As at


31 March 2011
             









RM ‘000

Approved capital expenditure in respect of the purchase of properties                                  

·  Contracted but not provided for  





     7,734










=======












A14
Significant Related Party Transactions
The Group has significant related party transactions with company in which certain directors of the Company have interests, as follows:
	
	As at

31 March 2011             RM ‘000

	
	
	

	          With company in which certain 
	

	          Directors of the Company, have interests:
	

	
	

	          Danga Bay Sdn Bhd
	2,195
	

	
	
	


EKOVEST BERHAD

 (Company No : 132493-D)

Part B – Explanatory Notes Pursuant to Appendix 9B of the Listing Requirements of 

Bursa Malaysia Securities Berhad 

Notes to the Interim Financial Report (3rd Quarter – 31 March 2011)

B1
Review of Performance for the Period


For the period ended 31 March 2011, the Group recorded a turnover of RM90.674 million and a profit before tax of RM14.351 million as compared to a turnover of RM166.584 million and a profit before tax of RM16.097 million for the preceding year corresponding period. The decrease in profit before tax was mainly due to the lower revenue reported compared to the preceding year corresponding period. 
B2
Review of Performance for the Quarter

The Group achieved a profit before taxation of RM9.452 million from a turnover of RM28.157 million as compared to the previous quarter of RM3.402 million from a turnover of RM41.262 million. The increase in profit before tax despite a lower revenue for the period reported was mainly due to a higher profit margin derived from the finalization of certain projects.
B3
Current Year Prospects


For the current year, UMS phase 2B and UTHM Phase1 projects are the main contributors to the Group's turnover and profitability.

Barring any unforeseen circumstances, the Directors were 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 MARCH 2011 
	9 MONTHS
ENDED
 31 MARCH 2011

	
	     RM ‘000
	       RM ‘000

	
	
	
	

	    Current period provision
	3,611 
	
	4,563
	

	    Under/(Over) provision in respect of prior year
	(6)
	
	1,361

	

	
	3,605

	
	5,924

	


The effective tax rate of the Group for the current quarter is high compared to statutory rate, mainly due to losses incurred by certain subsidiary companies, non-qualifying capital expenditures, balancing charges and disallowable expenses.

B6
Profit on Sale of Investment and/or Properties

There were no sale of investment or properties during the quarter and the period ended 31 March 2011.
B7
Purchase or Disposal of Quoted Securities

There were no purchases or disposals of quoted securities during the quarter and period ended 31 March 2011.
B8
Corporate Exercises

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

The Company has announced on 23 July 2010 the following proposal :

Proposed cash subscription of up to RM35 million in nominal value of redeemable secured junior sukuk (“Junior Sukuk”) to be issued by Konsortium Lebuhraya Utara-Timur (KL) Sdn Bhd (“Kesturi”) (“Proposed Subscription”).

On this date, the Company has entered into a placement agreement with Kesturi and CIMB Investment Bank Berhad (“CIMB”) for the Proposed Subscription. Pursuant to the Agreement, the Company will subscribe for Junior Sukuk through CIMB and/or its affiliates who will act as the primary subscribers subject to fulfillment of certain conditions. The issuance of the Junior Sukuk and the payment by the Company for the Proposed Subscription thereof, shall be subject to fulfillment of conditions precedent to the satisfaction of CIMB (who is also the Lead Arranger and Lead Manager for the issuance of the Junior Sukuk) which include, amongst others, the following:

(i) approval from the Securities Commission and, where applicable, all other regulatory authorities for the issuance of the Junior Sukuk;

(ii) confirmation from the Shariah Adviser that the structure and transaction documents are in compliance with Shariah principles; and

(iii) such other conditions precedent as advised by the legal counsel of the Lead Manager.

On 15 September 2010, the Company had :-

(i)              entered into a supplemental placement agreement with Kesturi and CIMB to replace the Proposed Junior Sukuk Subscription with the Proposed Junior Bonds Subscription; and
(ii)             accepted Kesturi’s request for the Proposed Extension on tenure of redeemable preference shares series A (RPS A) of RM1.00 each in Kesturi subject to approval being obtained from the shareholders of the Company.
On 28 October 2010, the Company has completed the subscription of the RM35 million Junior Bonds issued by Kesturi and the expiry date of the Kesturi RPS A has been extended for an additional period 4 years from 19 September 2026 to 19 September 2030. 
	B9      Group Borrowing
	GROUP

	           AMOUNT REPAYABLE

           WITHIN ONE YEAR


	CURRENT QUARTER  ENDED  31 March 2011
	PRECEDING

 YEAR ENDED

 30 JUNE 2010

	
	RM ‘000
	RM ‘000

	
	
	

	    Bank overdraft-secured

                     -unsecured                                                                                                                  
	40,128
-              
	
	17,152
-

	

	    Bank Term Loans-secured


	1,077

	
	1,077

	

	    Revolving credit-unsecured
	24,000
	
	24,000
	

	
	65,205
	
	42,229
	

	
	GROUP



	           AMOUNT REPAYABLE

           AFTER ONE YEAR


	CURRENT QUARTER ENDED  31 MARCH 2011
	PRECEDING

 YEAR ENDED

 30 JUNE 2010

	
	RM ‘000
	RM ‘000

	
	
	

	    Bank Term Loans-secured
	5,032
	
	5,933
	

	
	5,032
	
	5,933
	


B10
Financial Instruments

The Group has no financial instruments with off balance sheet risk for the quarter and period ended 31 March 2011.
B11
Material Litigation

Save as disclosed below as at 31 December 2010, the Group is not engaged in any material litigation, claims or arbitration, either as plaintiff or defendant and the Board are not aware and do not have any knowledge of any proceedings, pending or threatened against the Group or any facts likely to give rise to any proceedings which might materially and adversely affect the financial position or business of the Group:

(i) A dispute has arisen between Ekovest Berhad ("EB") or ("Plaintiff") and Shapadu Construction Sdn Bhd ("Shapadu") or ("Defendant") in respect of five (5) packages of sub-contract work under the New North Klang Strait Bypass Highway Project (“Project”). The employer for the Project is Lebuhraya Shapadu Sdn Bhd (“Lebuhraya Shapadu”), the holding company of the Defendant. On 1 August 2000, EB issued a Notice to Arbitrate. An arbitrator has been appointed and both EB and Shapadu has filed in their respective claims and defence. The hearing for the arbitration has commenced on 14 August 2006 as scheduled. Both the Plaintiff and the Defendant have closed their cases. The hearing for the arbitration has been adjourned to a date to be fixed. The particulars of EB’s claim and Shapadu’s counter claim are as follows:
(a) EB’s claim against Shapadu for, inter alia, the following:

(aa) the sum of RM29,558,720.93 on a quantum meriut for its loss and damage due to the work carried out under the sub-contract; and/or alternatively
(ab) the sum of RM7,459,356.15 being the value of the work done uncertified and the    sum of RM8,217,960.68 being the amounts retained as retention monies in respect of work executed and value of goods and material delivered under the sub-contract.
(b) Shapadu’s counter claims against EB for , inter alia, the following:

(aa) the sum of RM33,010,000.00 allegedly being the liquidated ascertained damages (“LAD”) due to Shapadu; or alternatively

(ab) the sum of RM30,700,000.00 being LAD due to Lebuhraya Shapadu;
(ac) the sum of RM2,008,868.93 as an indemnity for failure to carry-out and maintain the work;

(ad) the sum of RM22,189,859.75 as an indemnity being the cost of completion;

(ae) the sum of RM8,298,455.65 as indemnity being damages suffered by the Employer in completing the work; and

(af) the sum of RM2,006,101.39 as an indemnity being the loss and expense suffered by the Employer.


Since EB has sub-contracted all the relevant work to a third party on a “back to back” basis, and the third party sub-contractor has agreed to indemnify and keep EB indemnified against any losses of damages EB may suffer in the event Shapadu’s counter claim is allowed by the court, EB’s Directors are of the opinion that the financial impact on the Group is minimal.

Further, EB has sought legal advice in respect of the counter claim made by Shapadu and EB’s solicitors are of the opinion that EB has a reasonable prospects of defending the claim particularly when the Employer has not taken an action against the Defendant since most of the claims are on indemnity basis. On that premises, the arbitration against Shapadu will not potentially have any material adverse impact to the financial position of EB. 
B12
Dividend

   No interim dividend has been declared for the quarter ended 31 March 2011.
B13
Earnings Per Share


	
	     CURRENT

	
	       QUARTER ENDED

	
	     31 MARCH 2011

	
	
	
	

	    Net profit attributable to ordinary shareholders (RM'000)
	
	   5,847
	

	
	

	    Number of ordinary shares in issue as of 1 Jan 2011 ('000)
	
	178,794
	

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

	    Weighted average number of ordinary shares in issue ('000)
	
	178,794
	

	
	

	    Basic earning per ordinary shares (sen)
	
	3.27
	

	
	
	
	

	    Diluted earning per ordinary shares (sen)
	
	Not Applicable
	

	
	

	
	
	
	

	
	

	
	


B14
Realised and Unrealised Retained Earnings


The retained earnings as at 31 March 2011 may be analysed as follows:

	
	As at

  31 MARCH 2011
	As at

 31 DECEMBER 2010

	
	RM ‘000
	RM ‘000

	
	
	

	    Realised
	116,667
	
	117,525
	

	           Unrealised
	3,380
	
	3,380
	

	           Total retained earnings
	120,047
	
	120,905
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