SARAWAK CONCRETE INDUSTRIES BERHAD (25583-W)

INTERIM FINANCIAL REPORT ON CONSOLIDATED RESULTS FOR THE FOURTH QUARTER ENDED 31 DECEMBER 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 Malaysia Securities Exchange Berhad.

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 to MASB 29, which became effective from 1 January 2003. The adoption of MASB 29 has not given rise to any material adjustments to the opening balances of retained profits of the prior year and the current period or to changes in comparatives. The changes and effects of adopting MASB 25 which resulted in prior year adjustments are illustrated below.

In addition, the Group has commenced investment in quoted securities, took up lease financing and acquired land for development during the year.  

(a) Changes in Accounting Policies

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.

Finance 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.

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.



	
	


	NOTES (cont’d)



	
	Development properties and land held for development

Land and development expenditure are classified as development properties when significant development work ahs been undertaken and is expected to be completed within the normal operating cycle. Development properties are stated at cost plus attributable profits less foreseeable losses and progress billings. Cost includes cost of land, all direct building costs, and other related development expenditure, including interest expenses incurred during the period of active development.

Land held for development consists of land held for future development where no significant development has been undertaken, and is stated at cost. Cost includes cost of land and attributable development expenditure. Such assets are classified as development properties when significant development work has been undertaken and the development is expected to be completed within the normal operating cycle.

Employee benefits

(i) Short term benefits

Wages, salaries, bonuses and social security contributions are recognised as an expense in the year in which the associated services are rendered by employees of the Company. Short term accumulating compensated absences such as paid annual leave are recognised when services are rendered by the employees that increase their entitlement of future compensated absences, and short term non-accumulating compensated absences such as sick leave are recognized when the absences occur.

(ii) Defined contribution plans

As required by law, companies in Malaysia make contributions to the state pension scheme, the Employee Provident Fund (“EPF”). Such contributions are recognised as an expense in the income statement as incurred.

(iii) Defined benefit plans

The Company operates an unfunded, defined benefit Retirement Benefit Scheme (“the Scheme”) for its eligible employees. The Company’s obligations under the Scheme are determined based on pre-determined formula where the amount of benefit that employees have earned in return for their service in the current and prior years is estimated. Past service cist is recognised immediately to the extent that the benefits are already vested. 

The amount recognised in the balance sheet represents the estimated value of the defined benefit obligations and unrecognized past service cost, up to the balance sheet date.

Income taxes

Income tax on the profit or loss for the year comprises current and deferred tax. Current tax is the expected amount of income taxes payable in respect of taxable profit for the year and is measured using the tax rates that have been enacted at the balance sheet date. Deferred tax is provided in full, using the liability method, on temporary differences arising between the tax bases of assets and liabilities and their carrying amounts in the financial statements.

Deferred tax assets are recognised to the extent that it is probable that future taxable profits will be available against which the temporary differences can be utilised.

Deferred tax is measured at the tax rates that are expected to apply in the period when the asset is realised or the liability is settled, based on tax rates that have been enacted or substantively enacted at the balance sheet date.



NOTES (cont’d)

	
	Prior to the adoption of MASB 25 Income Taxes, deferred tax was provided for using the liability method in respect of significant timing differences and deferred tax assets were not recognised unless there was reasonable expectation of their realisation.



	
	(b) Prior year adjustments

The changes in accounting policies have been applied retrospectively and comparatives have been restated. The effects of changes in accounting policies are as follows:-






2003
2002

Effects on revaluation reserves:

RM’000
RM’000
At 1 January, as previously stated

11,388
11,388

Effects of adopting MASB 25

(610)
(610)



___________

___________



10,778

10,778



==========

==========

	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

With the new group corporate structure formulated in 2001, the Group is making a foray into property development and diversifying its product lines. However, as these activities have not commenced as at 31 December 2003, segmental reporting under Malaysian Accounting Standards Board (MASB) Standard 22 is not relevant as the Group was only principally involved in the homogeneous activity of manufacturing and sale of precast concrete pipes, prestressed spun concrete piles and other related products in Malaysia.


NOTES (cont’d)

	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. 



	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 31 December 2003 is as follows:


RM’000

Approved and contracted for 
616

Approved but not contracted for 
7,525


​_________


8,141


                                                                                                                                                                      ========

	14.
	Other receivables, deposits and prepayments

31.12.2003
31.12.2002


RM’000
RM’000
Other receivables
813
31

Deposits and prepayment
6,013
7,307


​​​​__________
____________


6,826
7,338


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



	
	Included in deposits is payment of RM5,500,000 made as part payment of the purchase consideration for the proposed acquisition of Eurologic Sdn Bhd as described in Note 22 (c).


NOTES (cont’d)

	15.
	Review of performance

For the current financial year ended 31 December 2003, the Group reported a revenue of RM19,967,000, RM2,199,000 lower than the corresponding  year ended 31 December 2002. This was mainly attributable to lower sales volume for foundation piles due to delayed implementation of certain projects during the last quarter of the current financial year. Profit before taxation decreased from RM2,016,000 for the corresponding period in 2002 to RM1,022,000 largely as a result of reduction in interest income, increased operating costs and provision for retirement benefits amounting to RM300,000 during the current financial year. 

Hence, the fourth quarter ended 31 December 2003 registered a revenue of RM3,911,000 as compared to RM6,248,000 in the previous year’s quarter.



	16.
	Variation of results against preceding quarter

The Group reported a loss before taxation for the current quarter ended 31 December 2003 of RM26,000 representing a decrease of RM460,000 from the preceding quarter ended 30 September 2003. This was mainly attributable to lower sales, coupled with the recognition in the income statement for provision of retirement benefits during the current quarter.



	17.
	Current period prospects

Based on our competitive price for foundation piles and the diversification of our activities, the Board is optimistic of the Group’s overall performance for the year ending 31 December 2004.



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

        Not applicable

(b) Shortfall in the profit guarantee

        Not applicable



	19.
	Taxation


	
	3 months ended

31 December
	
	Year-to-date

31 December 2003

	
	2003
	
	2003

	
	RM’000
	
	RM’000

	  Based on profit for the period
	344
	
	787

	 Transfer from deferred taxation
	(17)
	
	(191)

	   Underprovision in prior year
	62
	
	62

	
	389
	
	658

	 Share of taxation of associated company
	1
	
	2

	
	
390
	
	660



	

	
	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.


NOTES (cont’d)

	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

31 December
	
	Year-to-date

31 December

	
	2003
	
	2003

	
	RM’000
	
	RM’000

	              Purchase consideration
	-
	
	260

	
	
	
	

	            Sale proceeds
	-
	
	204

	           Cost of shares disposed
	-
	
	130

	            Profit on disposal
	-
	
	                          
 74

	
	
	
	

	
	b)
	Total investment in quoted securities as at 31 December 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
	
	
	                            304

	
	
	
	

	22.
	Corporate Proposals

(a)
Status of corporate proposal announced

i) 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.


	
	ii) Employees’ Share Option Scheme, Bonus Issues, Rights Issues and Consideration Shares

On 3 November 2003, the Company implemented its Employees’ Share Option Scheme to eligible employees up to ten percent (10%) of the issued and paid-up share capital (“ESOS”). As at 31 December 2003, the Company issued a total of 994,500 new ordinary shares of RM1.00 each (“Shares”) on conversion of 994,500 options granted.

On 12 November 2003, the Company completed a bonus issues of 22,500,000 new Share on the basis of five (5) new Shares for every four (4) existing Shares held, by capitalising RM7,093,000 and RM15,407,000 from the revaluation reserve account and retained profit account respectively (“Bonus Issue”). 


	NOTES (cont’d)

	
	On 24 December 2003, the Company completed a renounceable rights issue of 18,000,000 new Shares together with 18,000,000 detachable free warrants 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 Bonus Issue (“Rights Issue with Warrants”). Concurrently, the Company issued 9,602,000 new ordinary shares of RM1,00 each at an issue price of RM1.46 per ordinary share of RM1.00 each as part consideration for the acquisition of approximately 43 hectares of mixed zone land approved for development located at Kuching, Sarawak from Oricon Sdn Bhd (“Consideration Shares”). 

The above exercises have enable the Company to comply with the minimum issued and paid-up share capital requirement of RM40,000,000 for a company listed on the Second Board of the MSEB.
(b)
Status of ultilisation of proceeds

The proceeds from the Rights Issue and ESOS is to be utilised for setting up of new factory, expansion of existing production capacity and the Group’s working capital purposes. 

(c)
Proposed corporate proposal

On 6 November 2003, the Company announced that it has entered into a Conditional Sale Share Agreement to acquire the entire issued and paid-up capital of Eurologic Sdn Bhd. Eurologic Sdn Bhd has 65% interest in N S Water Konsortium Sdn Bhd (“Konsortium”), the water concession company which has been granted the exclusive privatisation rights of Jabatan Bekalan Air Negeri Sembilan (JBANS) upon the terms and conditions to be agreed upon between the State Government and the Konsortium.

 

	23.
	Group borrowings and debt securities

	
	As at 

31 December 2003

RM’000

	Short term borrowings:
	

	   Unsecured  - Bankers acceptance
	
1,588

	   Secured  -  Hire purchase creditors
	
27

	
	
1,615

	Long term borrowings:
	

	   Secured  -  Hire purchase creditors
	
110

	
	
1,725

	
	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


	
	Current year to date

Ended 31 December 2003

	Basic
	

	Net profit attributable to ordinary shareholders (RM’000)
	362

	Weighted average number of ordinary shares in issue
	41,943,505

	
	

	Basic earnings per ordinary shares (sen)
	0.86

	
	

	Diluted
	

	Net profit attributable to ordinary shareholders (RM’000)
	362

	Weighted average number of ordinary shares in issue
	41,943,505

	Weighted average number of unissued shares
	2,958,400

	Weighted average number of share that would have been issued at fair value
	(2,611,241)

	
	

	Adjusted weighted average number of ordinary shares for calculating diluted earnings per ordinary share
	42,290,664

	
	

	Diluted earnings per ordinary share (sen)
	0.86


	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 27 February 2004.
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