SAAG CONSOLIDATED (M) BHD 


(Formerly known as Britac Berhad)

Interim report for the year ended 31 December 2003

Notes to the Interim Report 


1. Basis of preparation

The interim report is prepared in accordance with MASB 26 “Interim Financial Reporting” and paragraph 9.22 of the Malaysia Securities Exchange Berhad Listing Requirements, and should be read in conjunction with the Group’s annual financial statements for the year ended 31 December 2002.

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 2002 and include new approved accounting standards, which are effective and applicable in the current financial year.

2. Audit Report of Preceding Annual Financial Statements

The auditor’s report of the Group’s annual financial statements for the year ended 31 December 2002 was not subject to any qualification.

3. Seasonal or Cyclical Factors

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

4. Unusual items

Apart from the exceptional items disclosed in the condensed consolidated income statement and the effects of the changes in the composition of the Group (please refer to item 7 below), there were no items effecting assets, liabilities, equity, net income or cashflows that are unusual because of their nature, size or incidence during the period under review.

5. 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 year ended 31 December 2003.

6. 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


Note that the information technology division is expected to be reactivated in the financial year ending 31 December 2004 as the Group has recently secured an agency agreement with a major IT solutions provider for the supply of gas and hydrocarbon accounting systems.
	
	Investment holding
	
	Oil and gas
	
	Information technology
	
	Others

OthersOthersers
	
	Group

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

	Financial year ended 31 Dec 2003
	
	
	
	
	
	
	
	
	

	Segment revenue
	-
	
	42,046
	
	245
	
	1,369
	
	43,660

	Segment result
	(3,919)
	
	(1,574)
	
	(118)
	
	191
	
	(5,420)

	Unallocated corporate income
	
	
	
	
	
	
	
	
	1,010

	Loss from operations
	
	
	
	
	
	
	
	
	(4,410)

	
	
	
	
	
	
	
	
	
	

	
	Investment holding
	
	Oil and gas
	
	Information technology
	
	Others

OthersOthersers
	
	Group

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

	Financial year ended 31 Dec 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


7. Changes in the composition of the Group

Disposals 

(a) On 2 January 2003, the Company completed the disposal of 2,375,267 ordinary shares of RM1.00 each representing 49% equity interest in Saag Oil & Gas Sdn Bhd (formerly known as Britac-Saag Oil & Gas Sdn Bhd), a wholly owned subsidiary of the Company, to Nov-Eight Sdn Bhd for a total cash consideration of RM2.9 million. This transaction gave rise to a profit of RM38,000.

(b) On 15 April 2003, the Company, through its wholly owned subsidiary, Saag (S) Pte Ltd (formerly known as Britac Saag (S) Pte Ltd) disposed of 350,000 shares of HK$1.00 each representing 70% of the total issued and paid up share capital of Britac (China) Limited to NVS Invest & Trade Inc for a consideration of HK$221,463. This transaction gave rise to a profit of RM2,000.

Acquisitions

(a) On 31 December 2003, SAAG Oil & Gas Sdn Bhd completed the acquisition of 800,000 ordinary shares of RM1.00 each in Embah Engineering Sdn Bhd representing 80% of the issued and paid-up share capital therein for a total cash consideration of RM4.80 million.

(b) On 31 December 2003, SAAG Oil & Gas Sdn Bhd completed the acquisition of 1,400,000 ordinary shares of RM1.00 each in Ecodrill Malaysia Sdn Bhd representing 70% of the issued and paid-up share capital therein for a total cash consideration of RM2.60 million.

(c) On 21 January 2004, the Company incorporated a new subsidiary company, SAAG (Mauritius) Ltd with an authorized share capital of USD100,000 divided into 100,000 ordinary shares of USD1.00 each of which 10,000 ordinary shares have been issued and shall be paid-up.

8. Extraordinary Items 

There were no extraordinary item(s) for the year ended 31 December 2003.  

9. Income tax expense

	
	Individual Quarter 
	
	Cumulative Quarter 

	
	Current 

Year

Quarter

31 Dec 2003
	
	Preceding Year Corresponding

Quarter 

31 Dec 2002
	
	Current 

Year

 Quarter 

31 Dec 2003
	
	Preceding Year Corresponding Quarter 

31 Dec 2002

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

	Income tax expense
	
	
	
	
	
	
	

	-current
	(642)
	
	34
	
	(666)
	
	(472)

	-prior
	(181)
	
	48
	
	(179)
	
	(3)

	
	(823)
	
	82
	
	(845)
	
	(475)

	Deferred tax
	123
	
	58
	
	123
	
	58

	Share of income tax expense of associated company
	(65)
	
	(48)
	
	(230)
	
	(247)

	
	(765)
	
	92
	
	(952)
	
	(664)


10. Earnings per share 

a) Basic loss per share

	
	Individual Quarter 
	
	Cumulative Quarter 

	
	Current 

Year

Quarter

31 Dec 2003
	
	Preceding Year Corresponding

Quarter 

31 Dec 2002
	
	Current 

Year

 Quarter 

31 Dec 2003
	
	Preceding Year Corresponding Quarter 

31 Dec 2002

	
	
	
	
	
	
	
	

	Net (loss)/profit for the period (RM’000)
	(2,209)
	
	(258)
	
	(5,118)
	
	483

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

	Basic (loss)/earnings per share (Sen)
	(13.81)
	
	(1.61)
	
	(31.99)
	
	3.02

	
	
	
	
	
	
	
	


b) Diluted earnings per share

	
	Individual Quarter 
	
	Cumulative Quarter 

	
	Current 

Year

Quarter

31 Dec 2003
	
	Preceding Year Corresponding

Quarter 

31 Dec 2002
	
	Current 

Year

 Quarter 

31 Dec 2003
	
	Preceding Year Corresponding Quarter 

31 Dec 2002

	
	
	
	
	
	
	
	

	Net (loss)/profit for the period (RM’000)
	(2,209)
	
	(258)
	
	(5,118)
	
	483

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

	Adjustments for share options (‘000)
	-
	
	-
	
	-
	
	-

	Number of ordinary shares for diluted earnings per share (‘000)
	16,000
	
	16,000
	
	16,000
	
	16,000

	
	
	
	
	
	
	
	

	Diluted (loss)/earnings per share (sen)
	NA
	
	NA
	
	NA
	
	NA


11. Revaluation of property, plant and equipment

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

12. Purchase of unquoted investments and properties

There are no purchases of unquoted investments and properties in the three months ended 31 December 2003.


13. Quoted securities

(a)  Purchases or sales of quoted securities in the current financial year are as follows:-

	
	Current Quarter

31 Dec 2003

RM’000
	Year to date 

31 Dec 2003

RM’000

	
	
	

	Purchase of quoted securities
	2,235
	2,235

	Sale of quoted securities
	-
	-


(b)
Investments in quoted shares at the end of the interim reporting period are as follows:-

	
	As at

31 Dec 2003

RM’000

	Cost
	2,235

	Carrying value
	2,235

	Market value
	2,180


14. Corporate proposals announced but not completed
The Board of Directors of SAAG Consolidated announced on 2 May 2003, 12 August 2003, 8 September 2003, 10 September 2003, 28 October 2003, 12 January 2004 and 4 February 2004, that the Board proposes to undertake the following proposals: 

(a) On 2 May 2003, the Company entered into a Joint Venture Agreement with Embah Engineering Sdn Bhd (“Embah”) to form a joint venture for the purpose of undertaking an engineering contract from Gas Malaysia Sdn Bhd valued at RM3.386 million relating to the installation, repairing and maintenance of gas pipelines via their letter of award dated 20 March 2003, subject to the terms and conditions of the Joint Venture Agreement.

(b) On 12 August 2003, the Company also entered into a Joint Venture Agreement with Ecodrill Malaysia Sdn Bhd for the purpose of undertaking a contract relating to the provision of workover services, consultancy, project management, drilling, manpower and technical training services.  

(c) On 12 August 2003, the Company announced a renounceable rights issue of 16,000,000 new ordinary shares of RM1.00 each in SAAG Consolidated (“Rights Shares”) together with 16,000,000 free detachable 5-year warrants (“Warrants”) at an issue price of RM1.20 per Rights Share to be provisionally allotted on the basis of one (1) Rights Share together with one (1) Warrant for every one (1) existing ordinary share of RM1.00 each (“SAAG Consolidated Shares”) in SAAG Consolidated held at entitlement date to be determined later. The approval of the Securities Commission was obtained on 8 January 2004.

(d) On 12 August 2003 and 28 October 2003, the Company announced a special Bumiputera issue of 11,800,000 SAAG Consolidated Shares at the theoretical ex-rights price of the Rights Shares, which is determined at RM2.06, based on the latest available 5-day weighted average market price of SAAG Consolidated Shares of RM2.92 up to 11 August 2003. The approval of the Securities Commission was obtained on 8 January 2004.

(e) On 12 August 2003, the Company announced an employees’ share option scheme to the eligible employees (including Executive Directors) of SAAG Consolidated and its subsidiary companies (“Proposed ESOS”). The total number of new SAAG Consolidated Shares to be issued by the Company in respect of which options are offered to the grantees under the Proposed ESOS shall not at the time of offer exceed ten per centum (10%) of the total issued and paid-up share capital of the Company, save for the case of share buybacks (or such other higher percentage as may be permitted by the relevant regulatory authorities, from time to time) during the existence of the Proposed ESOS. The approval of the Securities Commission was obtained on 8 January 2004.

(f) On 8 September 2003, the Company entered into a second Joint Venture Agreement with Embah for the purpose of undertaking a project from Koperasi Kakitangan Malaysia Airports Berhad relating to the construction and completion of 244 units of double storey terrace houses in Gombak.

(g) On 10 September 2003, the Company announced that it proposes to undertake the acquisition of 51% equity interest representing 5,355,000 ordinary shares of INR10.00 each in RR Greenhands Infrastructure India Ltd (“RRGIIL”) for a total cash consideration of approximately RM4.250 million. At the same time, it also announced that RRGIIL and Embah had entered into a joint venture agreement for the purpose of tendering and undertaking projects relating to the installation, repair and maintenance of gas pipelines for the oil and gas industry in India.

(h) On 4 February 2004, the Company announced that it proposes to undertake the subscription of 402 ordinary shares of AUD1.00 each in Proteus Global Solutions Pty Ltd, representing 51% of the enlarged issued and paid-up share capital therein for a total cash consideration of AUD402.00.

Please refer to announcements dated 2 May 2003, 5 June 2003, 12 August 2003, 8 September 2003, 10 September 2003, 28 October 2003, 12 January 2004 and 4 February 2004 for further details.

15. 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.

16. Bank borrowings

Details of the Group’s bank borrowings as at 31 December 2003 are as follows:

	
	Current
	
	Non-current

	
	RM‘000
	
	RM‘000

	Unsecured
	5,043
	
	45,000

	Secured
	3,070
	
	-

	
	8,113
	
	45,000

	
	
	
	

	
	SGD ‘000
	
	RM ‘000 equivalent

	Bank borrowings denominated in foreign currency – Singapore Dollar
	48
	
	108


17. Contingent liabilities

As at 31 December 2003, the Company has given unsecured corporate guarantees totalling RM19,843,075 to certain financial institutions for banking facilities granted to certain subsidiary companies.

18. Financial instruments

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

19. 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.

20. Comparison with preceding interim financial period’s results

	
	Current Year 

4th Quarter 

31 Dec 2003
	Current Year 

3rd Quarter 

30 Sept 2003

	
	RM’000
	RM’000

	
	
	

	Revenue
	10,752
	15,408

	
	
	

	Loss from operations
	(2,994)
	(302)


For the three months ended 31 December 2003, the Group recorded lower revenue of RM10.752 million compared to RM15.408 million for the third quarter ended 30 September 2003. This decrease is mainly due to sales of gas turbines recorded in the third quarter which increased the third quarter revenue.

The Group recorded a loss from operations of RM2.99 million for the quarter ended 31 December 2003 as compared to a loss of RM0.302 million in the previous quarter. The higher loss in the Group’s operations in this quarter is mainly attributable to bad debts written off of RM0.98 million, provisions for doubtful debts of RM1.62 million and provision for slow moving stocks of RM0.43 million.
21. Review of results

The Group’s revenue of RM43.660 million for year ended 31 December 2003 is lower by 10% as compared to the revenue of RM48.448 million recorded in the preceding year. This decrease is mainly due to the loss of a significant principal during the fourth quarter of 2002, and also the uncertainties caused by delays to the renewal of the Petronas licence experienced in early 2003.

Even though turnover of the Group has only decreased by 10%, the Group recorded a loss before tax of RM6.56 million for the year ended 31 December 2003 as compared to a profit before tax of RM1.19 million in the preceding year. This was mainly due to finance costs arising from the RM45 million term loan obtained at the end of 2002. Further, there has been an overall reduction in margins achieved on sales of engineering equipment, and certain debtor and stock balances relating to prior years have been provided for.
22. Variance from Profit Forecast and Profit Guarantee

This is not applicable to the Group.

23. Significant post balance sheet events

To date no post balance sheet events have been identified. 

24. Capital commitments 

As at 31 December 2003, the Group has a capital commitment of RM4.25 million for the proposed acquisition of RR Greenhands Infrastructure India Ltd (Please refer to item 14(g) above for more details.) 

25. Prospects for the financial year ending 31 December 2004

In 2003, the interest expense arising from the Group's RM45 million unsecured term loan facility contributed towards the Group’s losses as the funds from this facility had not yet been invested to generate adequate returns to compensate for the interest expense. In addition during the course of 2003, the Group made certain provisions in respect of slow moving stocks and doubtful debts to reflect the Group’s financial position as at 31 December 2003. 

To improve the Group’s long term revenue base and future growth prospects, management had identified several investments which are expected to substantially contribute to the Group’s earnings capacity in the future. The Company recently completed the acquisitions of Embah Engineering Sdn Bhd and Ecodrill Malaysia Sdn Bhd, and the proposed acquisitions of RR Greenhands Infrastructure India Ltd and Proteus Global Solutions Pty Ltd are expected to be completed during 2004. As such, the Directors expect the earnings from these investments to yield profits to the Group in 2004. 
In addition, SAAG Consolidated will be completing its recapitalisation exercise this year through a proposed rights issue and proposed special Bumiputera issue, which will strengthen the financial position of the Group.

26. Dividend

No dividend has been proposed.

BY ORDER OF THE BOARD

AJEET AHLUWALIA 

CHIEF EXECUTIVE OFFICER       

