SARAWAK CONCRETE INDUSTRIES BERHAD (25583-W)

INTERIM FINANCIAL REPORT ON CONSOLIDATED RESULTS FOR THE THIRD QUARTER ENDED 30 SEPTEMBER 2006


NOTES
	1.
	Basis of preparation

The interim financial statements have prepared under the historical cost convention, modified to include the revaluation of certain property, plant and equipment. The interim financial statements are unaudited and have been prepared in accordance with the requirements of FRS 134: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of the Bursa Malaysia Securities Berhad.

The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 December 2005. These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the year ended 31 December 2005. 



	2.
	Changes in accounting policies

The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 December 2005 except for the adoption of the following new/revised Financial Reporting Standards (“FRS”) effective for financial period beginning 1 January 2006:
FRS 2
Share-based Payment

FRS 5
Non-Current Asset Held for Sale and Discontinued Operations

FRS 101    Presentation of Financial Statements
FRS 102    Inventories

FRS 108    Accounting Policies, Changes in Estimates and Errors

FRS 110    Events after the Balance Sheet Date

FRS 116    Property, Plant and Equipment

FRS 127    Consolidated and Separate Financial Statements

FRS 128    Investment in Associates

FRS 132    Financial Instruments : Disclosure and Presentation

FRS 133    Earning Per Share

FRS 136    Impairment of Assets

(a)
FRS 2 : Share-base Payment
FRS 2 requires an entity to recognize share-based payment transactions in its financial statements, including transactions with employees or other parties to be settled in cash, other assets, or equity instruments of the entity.
The Company’s Share Option Scheme offers eligible employees and directors of the Group to subscribe for ordinary shares in the Company. Prior to 1 January 2006, no compensation expense was recognized in the income statement for the share options granted. With the adoption of FRS 2, the compensation expense relating to share options is recognized in the income statement over the vesting periods of the grants with a corresponding increase in equity.
Under the transitional provisions of FRS 2, this FRS must be applied to share options that were granted after 31 December 2004 and had yet vested on 1 January 2006.

The adoption of FRS 2 has not given rise to any adjustments to the opening balance of retained profits as at 1 January 2006 and restatement of comparative amounts as at 31 December 2005 as no options under the Company’s Share Option Scheme were granted after 31 December 2004 and had not yet vested on 1 January 2006.


NOTES (cont’d)
	
	(b)
FRS 5 : Non-current Assets Held for Sale and Discontinued Operations

FRS 5 requires a component of an entity to be classified as discontinued when the criteria to be classified as held for sale have been met or it has been disposed of. Such a component represents a separate major line of business or geographical area of operations, is part of a single co-ordinated plan to dispose of the component or is a subsidiary acquired exclusively with a view to resale. The result of this change in accounting policy is that a discontinued operation is recognized by the Group at a later point than under the previous FRS135 due to the stricter criteria in FRS 5.
An item is classified as held for sale if its carrying amount will be recovered principally through a sale transaction rather than through continuing use. The assets and liabilities of discontinued operation (a disposal group) that are classified as held for sale are measured in accordance with FRS 5. Immediately before classification as held for sale, the carrying amount of all the assets and liabilities in the disposal group is measured in accordance with applicable FRSs. Then, on initial classification as held for sale, the disposal group is recognized at the lower of carrying amount and fair value less costs to sell.
(c)
FRS 101 : Presentation of Financial Statements

The adoption of the revised FRS 101 has affected the presentation of share of net after-tax results of associate and other disclosure. The current period’s presentation of the Group’s financial statements is based on the revised requirement of FRS 101, with comparatives restated to conform with the current period’s presentation.



	3.
	Comparatives

The following comparative amounts have been restated due to the adoption of new and revised FRSs:

                                                                                             Adjustments

                                                          Previously                     FRS 101                    Restated
                                                                 stated                      (Note 2)
                                                              RM’000                     RM’000                      RM’000

3 months ended 30 Sept 2005

Administrative expenses                            (669)                             (10)                           (679)

Interest expense                                           (71)                               10                              (61)
                                                              ======                       ======                       ======

9 months ended 30 Sept 2005

Administrative expenses                         (2,451)                             (23)                         (2,474)
Interest expense                                         (152)                               23                            (129)
                                                              ======                       ======                       ======



	4.
	Auditors’ report on preceding annual financial statements
The auditors’ report on the financial statements for the year ended 31 December 2005 was not qualified.



NOTES (cont’d)
	5.
	Segmental information

	
	
	3 months ended
	
	9 months ended

	
	
	30.9.2006
	
	30.9.2005
	
	30.9.2006
	
	30.9.2005

	
	
	RM’000
	
	RM’000
	
	RM’000
	
	RM’000

	
	Segment Revenue
	
	
	
	
	
	
	

	
	 Manufacturing 
	7,009
	
	4,966
	
	20,134
	
	12,110

	
	Property trading
	433
	
	406
	
	898
	
	4,864

	
	Total revenue including inter-segment
 sales
	7,442
	
	5,372
	
	21,032
	
	16,974

	
	Elimination of inter-segment sales 
	(30)
	
	(39)
	
	(45)
	
	(387)

	
	Total
	7,412
	
	5,333
	
	20,987
	
	16,587

	
	
	
	
	
	
	
	
	

	
	Segment Results
	
	
	
	
	
	
	

	
	 Manufacturing 
	(658)
	
	(357)
	
	(1,287)
	
	(971)

	
	Property trading
	         (5)
	
	343
	
	61
	
	790

	
	Others
	         -
	
	(4)
	
	(2)
	
	(4)

	
	Total
	(663)
	
	(18)
	
	(1,228)
	
	(185)

	
	

	6.
	Unusual items due to their nature, size and incidence
There were no unusual items affecting assets, liabilities, equity, net income, or cash flows during the financial period ended 30 Sept 2006 except as disclosed in Note 2, 7 and 8.


	7.
	Changes in estimates

The revised FRS 116: Property, Plant and Equipment requires the review of the remaining useful life of an item of property, plant and equipment at least at each financial year end. The Group revised the estimated useful lives of certain plant and machineries from 10 to 15 years with effect from 1 January 2006. The revision was accounted for as change in accounting estimates and as a result, the depreciation charges for the current quarter and the current financial period ended 30 September 2006 have been reduced by RM31,000 and RM92,000 respectively.
There were no other changes in estimates that have had a material effect in the current quarter results.



	8.
	Prior year adjustments

Prior year adjustments arise due to error in assessing the probability of future economic benefits associated with certain plant and machineries. These prior period errors in respect of depreciation charge of certain plant and machineries are corrected retrospectively and the effects of the corrections are as follows:


2005
Effects on retained profits: 
RM’000
At 31 December, as previously stated 
1,373
Effects of depreciation charge incorrectly recognized in prior period
497

__________

At 31 December, as restated
1,870
=========

Effects on loss for the year:

Loss before adjustment 
2,369
Effects of depreciation charge incorrectly recognized in prior period
(497)


__________

Loss after adjustment
1,872
=========


NOTES (cont’d)

	8.
	Comparative amount for property, plant and equipment of the Group as at 31 December 2005 has been restated as follows:


Previously Stated
Adjustments
Restated


RM’000
RM’000
RM’000

Property, plant & equipment
54,035
497
54,532


_________
_______________
___________


	9.
	Comments about seasonal or cyclical factors

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



	10.
	Dividend

The Company did not declare or pay any dividend during the quarter and financial period ended 30 September 2006.



	11.
	Valuation of property, plant and equipment

The valuations of land and buildings have been brought forward without amendment from the financial statements for the year ended 31 December 2005.



	12.
	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.



	13.
	Changes in composition of the Group

On 31 July 2006, the Group disposed off its 49% equity interest in PPES Concrete Product Sdn Bhd (“PPES”), a subsidiary of Cahya Mata Sarawak Berhad, for a total consideration of RM49,000. 



	14.
	Discontinued operation

The share of results of the associate up to the date of disposal is as follows:

	
	
	3 months ended
	
	9 months ended

	
	
	30.9.2006
	
	30.9.2005
	
	30.9.2006
	
	30.9.2005

	
	
	RM’000
	
	RM’000
	
	RM’000
	
	RM’000

	
	Share of loss of associate
	(8)
	
	(26)
	
	(47)
	
	(45)

	
	The Group reported a gain on disposal of an investment in associate of RM92,000.00.



	15.
	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 2006 is as follows:


RM’000

Approved and contracted for 
305

=======




NOTES (cont’d)

	16.
	Contingent liabilities - Unsecured


As At 
As At


30.9.2006
31.12.2005


RM’000
RM’000
Corporate guarantee given to a bank for

  credit facilities granted to a subsidiary                                  39,150
24,650

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

	17.
	Subsequent events

There were no material events subsequent to the end of the current quarter.


	18.
	Other receivables

	
	
	As at 

30.9.2006
RM’000
	
	As at 

31.12.2005
RM’000

	
	Other receivables
	209
	
	1,205

	
	Deposits and prepayment
	6,664
	
	8,384

	
	Tax recoverable
	24
	
	290

	
	
	6,897
	
	9,879

	
	

	
	Included in the deposits and prepayment are RM5,800,000 (2005 : RM5,800,000) made as deposits of the purchase consideration for the proposed acquisition of Eurologic Sdn Bhd as described in Note 27 (c). 

	
	

	19.
	Trade payables

	
	

	
	Included in trade payables is an amount of RM5,361,000 (2005 : RM8,566,000) payable to Santubong Suites Sdn Bhd in relation to the acquisition of 56 units of apartments within Santubong Tower.



	20.
	Performance review

The Group recorded revenue of RM7.4 million for the current financial quarter under review, representing an increase of approximately 39% as compared to RM5.3 million posted in the corresponding quarter of 2005. The revenue in current quarter was bolstered by stronger demand from the construction industry for its concrete products.

Despite the higher revenue, the Group reported a net loss of RM755,000 for the current quarter as compared to a net loss of RM55,000 for the corresponding quarter in 2005. The loss was primarily due to the lower profitability of its manufacturing sector which was affected by escalating raw material prices, lower margin and higher operating expenses associated with the Group’s current expansion activities. 
For the financial period ended 30 September 2006, the Group recorded revenue of RM21.0 million and net loss of RM1.6 million as compared to RM16.6 million revenue and net loss of RM274,000 in 2005.
 

	21.
	Variation of results against preceding quarter

The Group registered a net loss of RM755,000 on the back of RM7.4 million revenue for the current quarter as compared to a net loss of RM468,000 on the back of RM6.5 million revenue in the preceding quarter. 




NOTES (cont’d)
	22.
	Current year prospects

The Board is confident that the Group’s expansion activities shall contribute positively to the Group’s revenue performance for the current financial year. 


	23.
	(a)  Variance of actual profit from forecast profit

        Not applicable

(b) Shortfall in the profit guarantee

        Not applicable


	24.
	Income tax expense

	
	
	3 months ended
	
	9 months ended

	
	
	30.9.2006
	
	30.9.2005
	
	30.9.2006
	
	30.9.2005

	
	
	RM’000
	
	RM’000
	
	RM’000
	
	RM’000

	
	
	
	
	
	
	
	
	

	
	 Current tax
	7
	
	3
	
	83
	
	93

	
	Underprovision of tax in prior year
	49
	
	-
	
	49
	
	-

	
	
	56
	
	3
	
	132
	
	93

	
	Deferred tax
	-
	
	-
	
	100
	
	-

	
	Total income tax expense
	56
	
	3
	
	232
	
	93

	
	

	25.
	Sales of unquoted investments and properties

There were no sales of unquoted investments and properties for the current quarter and financial period ended 30 September 2006 except for the disposal of an associate set out in Note 13 and 14.


	26.
	Quoted securities

a) Purchases and disposals of quoted securities

There were no purchases or disposals of quoted securities for the current quarter and financial period ended 30 September 2006.
b) Investment in quoted securities 

             There were no investments in quoted shares as at the reporting period



NOTES (cont’d)
	27.
	Corporate Proposals
(a)
Status of corporate proposal announced

Internal Group Rationalisation

The Internal Group Rationalisation exercise has been completed except for the legal transfer
           of the land and buildings which are still in progress.


	
	(b)
Utilisation of proceeds
The following are the status of utilisation of proceeds from the 18,000,000 Rights Issue as at end of the reporting period: 


Proposed
Utilised

Details of activities:
RM
RM
New factory at Demak Laut, Kuching
9,627,500
9,627,500

Expansion of existing capacity – land cost
4,356,000
3,261,000
Working capital
3,016,500
3,016,500

Expenses for the corporate exercise
1,000,000
1,000,000


​​​​​​​_________
_________


18,000,000
16,905,000

                                                                                     ​​​​========
                ========

	
	On 1 September 2005, the Company announced the extension of the time frame for the utilisation of proceeds arising from the Rights Issue with Warrants for another 39 months from 3 June 2005 (this date being the eighteen (18) months from the date of the receipt of the proceeds arising from the Rights Issue with Warrants) to 2 September 2008 ("Extension of Time").

The Extension of Time is required in view of the payments for the acquisition of approximately ten (10) acres of land at Plot No. 136 Demak Laut Industrial Estate Phase II totalling RM4.356 million for the construction of a plant, paid and payable via five (5) annual instalments, with the last instalment only due in August, 2008.


	
	(c)
Proposed corporate exercises
Proposed Acquisition Of The Entire Issued And Paid-Up Capital Of Eurologic Sdn Bhd

On 6 November 2003, the Company announced that it had 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 rights and responsibilities to undertake the privatisation of water supply in the State of Negeri Sembilan upon the terms and conditions to be agreed upon between the State Government of Negeri Sembilan and the Konsortium. 

On 16 February 2005, the Company announced the approval of the State Government of Negeri Sembilan for the revised terms and conditions of the concession agreement via its letter dated 14 February 2005.




NOTES (cont’d)
	28.
	Borrowings

	
	
	As at 

30.9.2006
RM’000
	
	As at 

31.12.2005
RM’000

	
	Short term borrowings 
	
	
	

	
	Secured
	4,263
	
	2,651

	
	Unsecured
	2,780
	
	2,547

	
	
	7,043
	
	5,198

	
	
	
	
	

	
	Long term borrowings
	
	
	

	
	Secured
	25,124
	
	14,659

	
	
	32,167
	
	19,857

	
	
	
	
	

	
	All of the above borrowings are denominated in Ringgit Malaysia.

	
	

	29.
	Off balance sheet financial instruments

There were no off balance sheet financial instruments as at the date of this announcement.



	30.
	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.



	31.
	Dividend payable

No interim ordinary dividend has been declared for the financial period ended 30 September 2006 (30 September 2005 : Nil).



	32.
	Basic earnings per share

	
	
	3 months ended 
	
	9 months ended

	
	
	30.9.2006

RM’000
	
	30.9.2005

RM’000
	
	30.9.2006

RM’000
	
	30.9.2005

RM’000

	
	Loss from continuing operations 
    attributable to ordinary equity
    holders of the parent 
	(839)
	
	(29)
	
	(1,669)
	
	(229)

	
	Gain/(Loss) from discontinued operation 
attributable to ordinary equity 
holders of the parent
	84
	
	

(26)
	
	45
	
	(45)

	
	Loss attributable to ordinary equity
    holders of the parent
	(755)
	
	(55)
	
	(1,624)
	
	(274)

	
	
	
	
	
	
	
	
	

	
	
	3 months ended 
	
	9 months ended

	
	
	30.9.2006

‘000
	
	30.9.2005

’000
	
	30.9.2006

’000
	
	30.9.2005

’000

	
	Weighted average number of ordinary

   shares in issue
	73,578
	
	73,508
	
	73,578
	
	73,508


NOTES (cont’d)
	32.
	
	
	
	
	
	
	
	

	
	
	3 months ended 
	
	9 months ended

	
	Basic earnings per share for:
	30.9.2006

Sen
	
	30.9.2005

Sen
	
	30.9.2006

Sen
	
	30.9.2005

Sen

	
	    Loss from continuing operations
	(1.14)
	
	(0.04)
	
	(2.26)
	
	(0.31)

	
	
Gain/(Loss) from discontinued operation
	0.11
	
	(0.04)
	
	0.06
	
	(0.06)

	
	
Loss for the period
	(1.03)
	
	(0.08)
	
	(2.20)
	
	(0.37)

	
	
	
	
	
	
	
	
	

	33.
	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 23 November 2006.
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