SARAWAK CONCRETE INDUSTRIES BERHAD (25583-W)

INTERIM FINANCIAL REPORT ON CONSOLIDATED RESULTS FOR THE THIRD QUARTER ENDED 30 SEPTEMBER 2003


NOTES

	1.
	Basis of preparation

The interim financial report has been prepared in accordance with MASB 26, Interim Financial Reporting and Chapter 9, Appendix 9B of the Listing Requirements of the Kuala Lumpur Stock Exchange.

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the financial statements for the period ended 31 December 2002, except for the adoption of MASB 25, which became effective from 1 January 2003. The adoption of this standard has not given rise to any adjustments to the opening balances of retained profits of the prior year or to changes in comparatives.  

During the current quarter under review, the Group commenced investment in quoted securities and also took up lease financing.  The accounting policies in relation to these are as follows:-

Marketable Securities

Marketable securities are carried at the lower of cost and market value, determined on an aggregate basis.  Cost is determined on the weighted average basis while market value is determined based on quoted market values.  Increases or decreases in the carrying amount of marketable securities are recognised in the income statement.  On disposal of marketable securities, the difference between net disposal proceeds and the carrying amount is recognised in the income statement.

Leases

A lease is recognized as a finance lease if it transfers substantially to the Group all the risks and rewards incident to ownership.  All other leases are classified as operating leases.

(i)   Finance leases

Assets acquired by way of hire purchase or finance leases are stated at an amount equal to the lower of their fair values and the present value of the minimum lease payments at the inception of the leases, less accumulated depreciation and impairment losses.  The corresponding liability is included in the balance sheet as borrowings.  In calculating the present value of the minimum lease payments, the discount factor used is the interest rate implicit in the lease, when it is practicable to determine; otherwise, the Company’s incremental borrowing rate is used.

Lease payments are apportioned between the finance costs and the reduction of the outstanding liability.  Finance costs, which represent the difference between the total leasing commitments and the fair value of the assets acquired, are recognised as an expense in the income statement over the term of the relevant lease so as to produce a constant periodic rate of  charge on the remaining balance of the obligations for each accounting period.

The depreciation policy for leased assets is consistent with that for depreciable property, plant and equipment.

(ii)    Operating leases

Operating lease payments are recognised as an expense in the income statement on a straight –line basis over the term of the relevant lease.



	NOTES (cont’d)



	2.
	Audit report

The Company’s financial statements for the period ended 31 December 2002 were reported on without any qualification.



	3.
	Seasonal or cyclical factors

The business of the Group was not affected by any significant seasonal or cyclical factors. 



	4.
	Unusual items

There were no unusual items affecting assets, liabilities, equity, net income, or cash flows during the quarter and financial year-to-date.



	5.
	Changes in estimates

There were no significant changes in the estimates of amounts reported in prior quarter which have a material impact on the interim financial statements.



	6.
	Debt and equity securities

There were no issuances and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current quarter and financial year-to-date.



	7.
	Dividend

Company did not declare or pay any dividend during the quarter and financial year-to-date.



	8.
	Segmental reporting

Segmental reporting under Malaysian Accounting Standards Board (MASB) Standard 22 is not relevant as the Group is principally involved in the homogeneous activity of manufacturing and sale of precast concrete pipes, prestressed spun concrete piles and other related products in Malaysia.



	9.
	Valuation of property, plant and equipment

The valuations of land and buildings have been brought forward, without amendment from the previous annual report.



	10.
	Subsequent events

Apart from the proposed corporate exercises as outlined in Note 22, there were no material events subsequent to the end of the current quarter which have not been reflected in the interim financial statements.



	11.
	Changes in composition of the Group

There were no changes in the composition of the Group for the current quarter and financial year to-date. 

	NOTES (cont’d)



	12.
	Contingent liabilities and assets

The Group does not have any contingent liabilities or contingent assets as at the end of current quarter and financial year-to-date.



	13.
	Capital commitments

The amount of commitments for the purchase of property, plant and equipment not provided for in the interim financial statements as at 30 September 2003 is as follows:


RM’000

Approved and contracted for 
685

Approved but not contracted for 
8,106


​_________


8,791


                                                                                                                                                                      ========

	14.
	Other receivables, deposits and prepayments


30.9.2003
31.12.2002


RM’000
RM’000
Other receivables
43
31

Deposits
29
89

Prepayments
9,717
7,218


​​​​__________
____________


9,789
7,338


==========
===========



	
	Included in prepayments are the down payments of RM4,480,000 and RM4,107,000 respectively made for the acquisition of the mixed zone land as described in Note 22(b)(iv) and the purchase of plant and machinery for the new factory.

	15.
	Review of performance

The Group’s revenue for the current financial period ended 30 September 2003 increased to RM16,056,000 from RM15,878,000 in the prior financial period ended 30 September 2002 mainly due to increased demand for concrete pipes and prestressed concrete beams. However, profit before taxation decreased by 33% from RM1,558,000 for the corresponding period in 2002 to RM1,048,000 largely as a result of reduction in interest income, increased operating costs and no contribution from the associated company during the current period.

The Group’s revenue for the current quarter ended 30 September 2003 decreased by 11% as compared to the previous year thus generating a lower profit. Delayed implementation of certain projects in the current quarter resulted in the lower revenue generated.  Moreover, during the previous year, the exceptional performance was due to demand from a few big projects.



	16.
	Variation of results against preceding quarter

The Group’s profit before taxation for the current quarter ended 30 September 2003 of RM434,000 represented an increase of RM303,000 or 231% from the preceding quarter ended 30 June 2003 of RM131,000. This was mainly attributable to the recognition in the income statement for rebate received for a raw material and profit realised on disposal of quoted securities during the current quarter.


	NOTES (cont’d)



	17.
	Prospects for the remaining part of the financial year

The Directors are of the view that the overall performance of the Group is dependent on the securing of new projects during the last quarter of this financial year. 



	18.
	(a)  Variance of actual profit from forecast profit

        Not applicable

(b) Shortfall in the profit guarantee

        Not applicable



	19.
	Taxation


	
	3 months ended

30 September
	
	Year-to-date

30 September

	
	2003
	
	2003

	
	RM’000
	
	RM’000

	  Based on profit for the period
	143
	
	443

	 Transfer from deferred taxation
	-
	
	(174)

	
	143
	
	269

	 Share of taxation of associated company
	(1)
	
	1

	
	                       142
	
	270



	

	
	The effective tax rate for the current quarter is higher than the statutory tax rate in Malaysia of 28% due to disallowance of certain expenses for taxation purposes.


	20.
	Sales of unquoted investments and/or properties

There were no profits/(losses) from sale of unquoted investments and properties for the current quarter and financial year-to-date.



	21.
	Marketable securities



	
	a)
	Purchases and disposals of quoted securities



	
	3 months ended

30 September
	
	Year-to-date

30 September

	
	2003
	
	2003

	
	RM’000
	
	RM’000

	              Purchase consideration for 200,000 shares  
	260
	
	260

	
	
	
	

	            Sale proceeds for 100,000 shares
	204
	
	204

	           Cost of shares disposed
	130
	
	130

	            Profit on disposal
	74
	
	                           74




	NOTES (cont’d)



	
	b)
	Total investment in quoted securities as at 30 September 2003 were as follows:-



	
	
	
	RM’000

	                Total investment at cost
	
	
	130

	                Total investment at book value
	
	
	130

	               Total investment at market value at end of

               reporting period
	
	
	                            268




	22.
	Status of corporate proposal announced

a) Internal Group Rationalisation

On 1st October 2002, the Group announced that SCIB has on 20th May 2002 and 24th August 2002 obtained the relevant approvals from the Foreign Investment Committee and the Ministry of International Trade & Industry respectively.

As such, the transfer of the manufacturing business has been substantially completed whilst the legal transfer of the land and buildings are still in progress.  The investment in the associated company has been transferred.

b) Proposed Corporate Exercises

The resolutions pertaining to the following proposed corporate exercises have been tabled and approved at the Company’s Extraordinary General Meeting held on 5th August 2003:- 

i) Proposed increase in the authorized share capital of SCIB from RM25,000,000 comprising 25,000,000 Shares to RM100,000,000 comprising 100,000,000 Shares;



	
	ii) Proposed bonus issues of 22,500,000 new ordinary shares of RM1.00 each (“Shares”) in SCIB to be credited as fully paid-up to the shareholders of the Company on the basis of five (5) new Shares for every four (4) existing Shares held (“Proposed Bonus Issue”);

iii) Proposed renounceable rights issue of 18,000,000 new Shares of SCIB together with 18,000,000 detachable free warrants at an issue price to be determined later on the basis of one (1) new Share together with one (1) free detachable warrant attached thereto for every one (1) existing Share held before the Proposed Bonus Issue (“Proposed Rights Issue with Warrants”);

iv) Proposed acquisition of approximately 43 hectares of mixed zone land approved for development located at Kuching, Sarawak from Oricon Sdn Bhd for a purchase consideration of RM18,500,000 to be satisfied by way of RM4,480,000 in cash and the balance of RM14,020,000 via the issuance of 9,602,000 new ordinary shares of RM1,00 each in SCIB at an issue price of RM1.46 per ordinary share of RM1.00 each; and




	NOTES (cont’d)


	
	v) Proposed establishment of an Employees’ Share Option Scheme of up to ten percent (10%) of the issued and paid-up share capital of SCIB (“Proposed ESOS”).

The book closure date for the Proposed Bonus Issue and Proposed Rights Issue with Warrants as announced on 7 October 2003 was fixed to be on 28 October 2003.

The Securities Commission has granted approval for the extension of time as follows:-

i) Extension of time for another 12 months until 18 September 2004 to obtain the occupation permits (‘OPs’) for the buildings without OPs and to obtain the wharf licence;

ii) Extension of time until 31 December 2003 to complete the implementation of the Proposed Bonus Issue, Proposed Rights Issue with Warrants and Proposed ESOS.

Current status

The Group is awaiting the new land title to be issued for the amalgamation of factory land described as Lot 1258 and Lot 1167 Sec 66 KTLD.  Thereafter, the OPs and wharf licence shall be obtained.



	23.
	Group borrowings and debt securities


	
	As at 

30 September 2003

RM’000

	Short term borrowings:
	

	   Unsecured  - Bankers acceptance
	308

	   Secured  -  Hire purchase creditors
	30

	
	338

	Long term borrowings:
	

	   Secured  -  Hire purchase creditors
	113

	
	451


	
	All of the above borrowings are denominated in Ringgit Malaysia.


	24.
	Off balance sheet financial instruments

The Group does not have any financial instruments with off balance sheet risk as at the date of this announcement.




	NOTES (cont’d)



	25.
	Material litigation

The Group is not engaged in any pending material litigation except for debt recovery actions initiated by the Group against certain of its trade debtors in the normal course of business.



	26.
	Basic earnings per share

The calculation of basic earnings per share for the quarter is based on the net profit of RM292,000 and on the number of ordinary shares in issue during the period of 18,000,000.



	27.
	Authorisation for issue

The interim financial statements were authorised for issue by the Board of Directors in accordance with a resolution of the directors on 16 October 2003.
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