Britac Berhad

Interim report for the three months ended 31 December 2002

Notes to the Financial Information


1. Basis of preparation

The interim report is prepared in accordance with MASB 26 “Interim Financial Reporting” and paragraph 9.22 of the Kuala Lumpur Stock Exchange Listing Requirements, and should be read in conjunction with the Group’s annual financial statements for the year ended 31 December 2001.

The accounting policies and method of computation adopted for the interim financial report are consistent with those adopted for the annual financial statements for the year ended 31 December 2001 and include new approved accounting standards, which are effective and applicable in the current financial year.

In previous years, dividends were accrued as a liability when proposed by Directors and dividends were recognised as income when proposed by Directors of investee companies.  The Group has now changed this accounting policy to accrue dividends in shareholders’ equity or recognise dividends as income in the financial statements of the Group in the period in which the obligation to pay or the rights to receive is established in accordance with MASB 19 “Events After Balance Sheet Date”.  

Therefore, final dividends are now accrued as a liability after approval by shareholders at the Annual General Meeting and dividends are recognised as income after approval by shareholders of the investee companies at their Annual General Meeting.

Comparatives figures have been adjusted or extended to conform with changes in presentation due to the requirement of MASB 19 that have been applied retrospectively.  The changes in accounting policy do not affect the net profit of the Group for the interim report period.  The other effects of the change on the Group’s financial statements are as follows:

	
	
	As previously reported
	
	Reclassification*
	
	Prior years’ adjustments
	
	As restated

	
	
	RM’000
	
	RM’000
	
	RM‘000
	
	RM‘000

	Three months ended 31 December 2001
	
	
	
	
	
	
	
	

	- Revenue
	
	26,626
	
	(56)
	
	-
	
	26,570

	- Dividend expense
	
	560
	
	-
	
	(560)
	
	-

	
	
	
	
	
	
	
	
	

	Financial year ended 31 December 2001
	
	
	
	
	
	
	
	

	- Revenue
	
	63,733
	
	(56)
	
	-
	
	63,677

	
	
	
	
	
	
	
	
	

	At 31 December 2001
	
	
	
	
	
	
	
	

	- Proposed dividend
	
	560
	
	-
	
	(560)
	
	-

	- Unappropriated profit
	
	10,057
	
	-
	
	560
	
	10,617


* This relates to the reclassification of interest income previously included as part of revenue to other operating income to better reflect the underlying nature of the balance.

2. Auditors’ report

The auditors’ report of the annual financial statements for the year ended 31 December 2001 was not qualified.

3. Changes in estimates

There were no changes in estimates of amounts reported in prior interim periods of the current financial year or changes in estimates of amounts reported in prior financial years that have a material effect in the three months ended 31 December 2002.

4. Segmental reporting

The Group is organised into three main business segments and the revenue and result of each business segment is reported as follows:

	Investment holding
	Provision of management services and investment holding

	Oil and gas
	Supply of engineering equipment and spare parts to the gas and petroleum industry

	Information technology
	Supply of information technology solutions to the gas and petroleum industry


	
	Investment holding
	
	Oil and gas
	
	Information technology
	
	Others
	
	Group

	
	RM’000
	
	RM’000
	
	RM‘000
	
	RM’000
	
	RM‘000

	3 months ended

31 December 2002
	
	
	
	
	
	
	
	
	

	Segment revenue
	-
	
	12,170
	
	718
	
	-
	
	12,888

	Segment result
	(669)
	
	797
	
	88
	
	(180)
	
	36

	Unallocated corporate income
	
	
	
	
	
	
	
	
	151

	Unallocated corporate expenses
	
	
	
	
	
	
	
	
	(262)

	Loss from operations
	
	
	
	
	
	
	
	
	(75)

	
	
	
	
	
	
	
	
	
	

	3 months ended

31 December 2001
	
	
	
	
	
	
	
	
	

	Segment revenue
	-
	
	24,306
	
	2,207
	
	57
	
	26,570

	Segment result
	(968)
	
	1,354
	
	159
	
	82
	
	627

	Unallocated corporate income
	
	
	
	
	
	
	
	
	(78)

	Profit from operations
	
	
	
	
	
	
	
	
	549

	
	
	
	
	
	
	
	
	
	

	Financial year ended

31 December 2002
	
	
	
	
	
	
	
	
	

	Segment revenue
	-
	
	45,707
	
	2,741
	
	-
	
	48,448

	Segment result
	(2,211)
	
	4,707
	
	(621)
	
	(756)
	
	1,119

	Unallocated corporate income
	
	
	
	
	
	
	
	
	206

	Unallocated corporate expenses
	
	
	
	
	
	
	
	
	(262)

	Profit from operations
	
	
	
	
	
	
	
	
	1,063

	
	
	
	
	
	
	
	
	
	

	Financial year ended

31 December 2001
	
	
	
	
	
	
	
	
	

	Segment revenue
	-
	
	58,104
	
	5,516
	
	57
	
	63,677

	Segment result
	(1,900)
	
	4,694
	
	(203)
	
	(1,156)
	
	1,435

	Unallocated corporate income
	
	
	
	
	
	
	
	
	117

	Profit from operations
	
	
	
	
	
	
	
	
	1,552


5.
Changes in the composition of the Company

(a) Acquisition 

On 8 July 2002, the Company purchased 150,000 ordinary shares of RM1.00 each from Mr Low Ming Siong, a former director of Britac Capital Sdn Bhd (“BCSB”), representing 30% equity interest in BCSB for a cash consideration of RM30,183.  The purchase consideration of RM30,183 was arrived at on a willing-buyer willing-seller basis after taken into consideration the estimated net tangible assets of BCSB as at 31 May 2002.  As a result, the Group’s interest in BCSB increased from 70% to 100%.

Subsequently on 14 November 2002, the Company purchased 4 ordinary shares of RM1.00 each of Britac GSP Sdn Bhd (“GSP”), representing 40% interest in GSP for a cash consideration of RM4.  The purchase consideration of RM4 was arrived at on a willing-buyer willing-seller basis after taking into consideration the estimated net tangible assets of GSP as at 30 October 2002.  As a result, the Group’s interest in GSP increased from 60% to 100%.

These acquisitions have no effect on the share capital and shareholding structure of the Company and have no material impact on the net tangible assets of the Group.

(b) Discontinued operations

	
	Revenue
	
	Profit/(loss)  before tax
	
	Net profit/(loss) for the period

	
	RM’000
	
	RM‘000
	
	RM‘000

	3 months ended

31 December 2002
	
	
	
	
	

	Continuing operations
	12,170
	
	(414)
	
	(338)

	Discontinued operations
	718
	
	80
	
	80

	
	12,888
	
	(334)
	
	(258)

	
	
	
	
	
	

	3 months ended

31 December 2001
	
	
	
	
	

	Continuing operations
	24,097
	
	409
	
	671

	Discontinued operations
	2,473
	
	155
	
	155

	
	26,570
	
	564
	
	826

	
	
	
	
	
	

	Financial year ended

31 December 2002
	
	
	
	
	

	Continuing operations 
	45,707
	
	1,836
	
	1,128

	Discontinued operations
	2,741
	
	(645)
	
	(645)

	
	48,448
	
	1,191
	
	483

	
	
	
	
	
	

	Financial year ended 

31 December 2001
	
	
	
	
	

	Continuing operations
	57,895
	
	1,934
	
	1,835

	Discontinued operations
	5,782
	
	(236)
	
	(236)

	
	63,677
	
	1,698
	
	1,599


On 15 September 2002, the Group discontinued the operations of Britac-Saag Technologies Sdn Bhd and Saag Technologies Sdn Bhd, subsidiary companies operating in the information technology segment.

6.
Individually significant item

There were no individually significant items affecting assets, liabilities, equity, net income or cashflows for the three months ended 31 December 2002, except as disclosed in Note 5(b) to the financial information.  

7. Income tax expense

	
	3 months ended
	
	Financial year ended

	
	31.12.2002
	
	31.12.2001
	
	31.12.2002
	
	31.12.2001

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

	Income tax expense
	
	
	
	
	
	
	

	-current
	(34)
	
	(35)
	
	472
	
	385

	-prior
	(48)
	
	-
	
	3
	
	-

	
	(82)
	
	(35)
	
	475
	
	385

	Deferred tax
	(58)
	
	(177)
	
	(58)
	
	(177)

	Share of income tax expense of associated company
	48
	
	168
	
	247
	
	168

	
	(92)
	
	(44)
	
	664
	
	376


The tax charge for the Group for the current financial year reflects an effective tax rate which is higher than the statutory tax rate due to certain expenses which are not deductible for tax purposes and the absence of group tax relief for losses suffered by certain subsidiary companies.

The tax charge for the Group for the current quarter reflects an effective tax rate which is lower than the statutory tax rate due to utilisation of unabsorbed tax losses by subsidiary companies to offset against their chargeable income which would otherwise be taxable.

8. (Loss)/Earnings per ordinary share – basic

	
	3 months ended
	
	Financial year ended

	
	31.12.2002
	
	31.12.2001
	
	31.12.2002
	
	31.12.2001

	
	
	
	
	
	
	
	

	Net (loss)/profit for the period/financial year (RM’000)
	(258)
	
	826
	
	483
	
	1,599

	Number of ordinary shares in issue (‘000)
	16,000
	
	16,000
	
	16,000
	
	16,000

	Basic (loss)/earnings per share (Sen)
	(1.61)
	
	5.16
	
	3.02
	
	9.99

	
	
	
	
	
	
	
	


9. Revaluation of property, plant and equipment

The property, plant and equipment of the Group were not revalued.

10. Sale of unquoted investments and properties

(a) Sale of 49% equity interest in Britac-Saag Oil and Gas Sdn Bhd

In order to comply with one of the conditions for renewal of the license to supply equipment and services to the gas and petroleum industries awarded by Petroliam Nasional Berhad (“Petronas”), on 18 June 2002, the Company entered into a conditional Sale and Purchase Agreement to dispose of 49% equity interest in Britac-Saag Oil and Gas Sdn. Bhd. (“BSOG”), a wholly owned subsidiary of Britac Berhad (“the Company”), for a total cash consideration of RM2.9 million to Nov’Eight Sdn. Bhd.(“the Disposal”), a company in which Tan Sri Dato’ Mohamed Yusof Bin Hashim, a former director of the Company has a substantial financial interest.  The 2,375,267 ordinary shares of RM1.00 each represent 49% equity interest in BSOG.

The Disposal was approved by the shareholders of the Company at the Extraordinary General Meeting held on 24 January 2003.

(b)  Sale of property

For the year ended 31 December 2002, the Company sold a shop lot held under H.S.(D) 133006, P.T.No. 17259, Mukim Damansara, Daerah Petaling, Selangor which is located at No. 28, Jalan SS3/33, Taman Universiti, 47300 Petaling Jaya, Selangor.  Net profit from the sale of property is approximately RM692,000 

11. Quoted securities

(a)  There were no purchases or sales of quoted securities in the current financial year.

(b)  There were no investments in quoted shares at the end of the interim reporting period.

12. Corporate proposals 

The Board of Directors of Britac Berhad (“Board”) is deliberating on ways to increase the paid-up capital of Britac Berhad to RM40 million so as to meet the required minimum paid-up capital for listing on the Second Board of the Kuala Lumpur Stock Exchange.  Amongst the proposals that are being deliberated by the Board are bonus issue and special issue.  Once the Board has decided on the proposed scheme, an announcement will be made to the public accordingly.

13. 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 financial year.

14. Bank borrowings

Details of the Group’s bank borrowings as at 31 December 2002 are as follows:

	
	Current
	
	Non-current

	
	RM‘000
	
	RM‘000

	
	
	
	

	Unsecured
	5,055
	
	45,000

	Secured
	1,243
	
	-

	
	6,298
	
	45,000

	
	
	
	

	
	SGD ‘000
	
	RM ‘000 equivalent

	
	
	
	

	Bank borrowings denominated in foreign currency – Singapore Dollar
	567
	
	1,243


15. Contingent liabilities

Since the last balance sheet date, the Group has reduced its guarantee given by RM5.0 million to a banking institution for banking facilities granted to a subsidiary company.  

16. Financial instruments

There are no off balance sheet financial instruments entered into at the date of issue of this interim financial report.

17. Material litigation

There is no material litigation pending since the last annual balance sheet date and at the date of issue of this interim financial report.

18. Comparison with preceding interim financial period’s results

	
	Current Year

4th Quarter
	Current Year

3rd Quarter 

	
	RM’000
	RM’000

	
	
	

	Revenue
	12,888
	11,156

	
	
	

	(Loss)/Profit from operations
	(75)
	235


The Group’s revenue increased by RM1,732,000 from RM11,156,000 for the three months ended 30 September 2002 to RM12,888,000 for the three months ended 31 December 2002.  The increase is not significant.
However, there was a decrease in profit from operations from RM235,000 for the three months ended 30 September 2002 to a loss from operations of RM75,000 for the three months ended 31 December 2002.  The decrease was mainly due to the write-down of obsolete inventories in the oil and gas division.
19. Review of results

Revenue of the Group for the financial year ended 31 December 2002 and 31 December 2001 was RM48,448,000 and RM63,677,000 respectively.  The decrease in revenue was mainly due to uncertainties in the period arising from the renewal of the Petronas license to supply equipment and services to the gas and petroleum industries.

The decrease in profit from operations from RM1,552,000 for the financial year ended 31 December 2001 to RM1,063,000 for the financial year ended 31 December 2002 was in line with the decrease in revenue.

20. Subsequent events

Refer Note 10(a) for events subsequent to the end of the interim period that have not been reflected in the financial statements for the interim period at the date of issue of this interim financial report.

21. Seasonality of operations

There were no material seasonal or cyclical factors affecting the results of the current interim period and financial year.

22. Current year prospects

With the recent renewal of the Petronas license to supply equipment and services to the gas and petroleum industries, the uncertainties experienced up to early 2003 will clear and the Board anticipates improvement in the operating results during the remainder of the period.

In order to enhance the Group earnings, the Board is considering a series of opportunities which will widen the range of services the Group can offer to the Oil and Gas industry and the Utilities sector.

The Directors are confident that with the strategies being implemented, the Group will be placed in a strong position to deliver value to its shareholders.

23. Variance between actual and profit forecast or profit guarantee in public document

Not applicable as no profit forecast or profit guarantee was issued in any public document.

24. Dividend

No dividend has been proposed.

BY ORDER OF THE BOARD

AJEET AHLUWALIA 

CHIEF EXECUTIVE OFFICER 

      Shah Alam

