SAAG CONSOLIDATED (M) BHD 


(Formerly known as Britac Berhad)

Interim report for the six months ended 30 June 2004

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 Bursa Malaysia Securities Berhad (formerly known as 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 2003.

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 2003 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 2003 was not subject to any qualification.

3. Seasonal or Cyclical Factors

The business operations of the Group are affected by the cycles of capital and repair/maintenance programs implemented by the major players in the oil and gas sector.
4. Unusual items

Apart from 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 six months ended 30 June 2004.
6. Segmental reporting

The Group is organised into four 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 and provision of engineering solutions, technology products and process control systems to the gas and petroleum industry 


	Rig services

	Provision of consultancy services relating to drilling of petroleum and acting as agency of drilling equipment


	Engineering and construction


	Procurement, construction and commissioning of engineering projects and construction works




	
	Investment holding
	
	Oil and gas
	
	Rig Services
	
	Engineering 

and

construction
	
	Others
	
	Group

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

	Current Year Quarter

30 June 2004
	
	
	
	
	
	
	
	
	
	
	

	Segment revenue
	-
	
	21,831
	
	-
	
	4,317
	
	-
	
	26,148

	Segment result
	(2,193)
	
	1,761
	
	(309)
	
	(62)
	
	(67)
	
	(870)

	Unallocated corporate income
	
	
	
	
	
	
	
	
	
	
	1,279

	Unallocated corporate expenses
	
	
	
	
	
	
	
	
	
	
	(338)

	Profit from operations
	
	
	
	
	
	
	
	
	
	
	71

	
	
	
	
	
	
	
	
	
	
	
	

	
	Investment holding
	
	Oil and gas
	
	Rig Services
	
	Engineering 

and

construction
	
	Others
	
	Group

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

	Preceding Year Quarter

30 June 2003
	
	
	
	
	
	
	
	
	
	
	

	Segment revenue
	-
	
	17,500
	
	-
	
	-
	
	-
	
	17,500

	Segment result
	(2,314)
	
	846
	
	-
	
	-
	
	(43)
	
	(1,511)

	Unallocated corporate income
	
	
	
	
	
	
	
	
	
	
	397

	Loss from operations
	
	
	
	
	
	
	
	
	
	
	(1,114)


7. Changes in the composition of the Group

Acquisitions
(a) 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.
(b) 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. The said subscription was completed on 29 March 2004.

(c)
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. The said acquisition was completed on 31 May 2004.

8. Extraordinary Items 

There were no extraordinary item(s) for the six months ended 30 June 2004.  

9. Income tax expense

	
	Individual Quarter 
	
	Cumulative Quarter 

	
	Current 

Year

 Quarter 

30 June 2004
	
	Preceding Year Corresponding Quarter 

30 June 2003
	
	Current 

Year

 Quarter 

30 June 2004
	
	Preceding Year Corresponding Quarter 

30 June 2003

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

	Income tax expense
	
	
	
	
	
	
	

	-current
	37
	
	128
	
	-
	
	-

	-prior
	-
	
	-
	
	-
	
	2

	
	37
	
	128
	
	-
	
	2

	Deferred tax
	-
	
	-
	
	-
	
	-

	Share of income tax expense of associated company
	(88)
	
	(47)
	
	(153)
	
	(123)

	
	(51)
	
	81
	
	(153)
	
	(121)


10. Earnings per share 

a) Basic loss per share

	
	Individual Quarter 
	
	Cumulative Quarter 

	
	Current 

Year

 Quarter 

30 June 2004
	
	Preceding Year Corresponding Quarter 

30 June 2003
	
	Current 

Year

 Quarter 

30 June 2004
	
	Preceding Year Corresponding Quarter 

30 June 2003

	
	
	
	
	
	
	
	

	Net profit/(loss) for the period (RM’000)
	842
	
	(1,376)
	
	367
	
	(2,472)

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

	Basic profit/(loss) per share (Sen)
	5.26
	
	(8.60)
	
	2.29
	
	(15.45)

	
	
	
	
	
	
	
	


b) Diluted earnings per share

	
	Individual Quarter 
	
	Cumulative Quarter 

	
	Current 

Year

 Quarter 

30 June 2004
	
	Preceding Year Corresponding Quarter 

30 June 2003
	
	Current 

Year

 Quarter 

30 June 2004
	
	Preceding Year Corresponding Quarter 

30 June 2003

	
	
	
	
	
	
	
	

	Net profit/(loss) for the period (RM’000)
	842
	
	(1,376)
	
	367
	
	(2,472)

	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 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 were no purchases of unquoted investments and properties in the six months ended 30 June 2004.


13. Quoted securities

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

	
	Current Quarter

30 June 2004

RM’000

	
	

	Sale of quoted securities
	2,202

	
	

	Loss on disposal
	33


14. Corporate proposals announced but not completed

(a) On 2 May 2003, the Company entered into a Joint Venture Agreement with SAAG-Embah Engineering Sdn Bhd (formerly known as Embah Engineering Sdn. Bhd.) (“SAAG-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 announced an employees’ share option scheme to the eligible employees (including Executive Directors) of SAAG Consolidated (M) Bhd (“SAAG”) 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 and the shareholders of the Company were obtained on 8 January 2004 and 16 April 2004, respectively.

(c) On 8 September 2003, the Company entered into a second Joint Venture Agreement with SAAG-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.
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 period.

16. Bank borrowings

Details of the Group’s bank borrowings as at 30 June 2004 are as follows:

	
	Current
	
	Non-current

	
	RM‘000
	
	RM‘000

	Unsecured
	11,256
	
	45,000

	Secured
	3,309
	
	-

	
	14,565
	
	45,000

	
	
	
	

	
	
	
	RM ‘000 equivalent

	Bank borrowings denominated in foreign currency – Singapore Dollar
	SGD 617
	
	1,368

	
	
	
	


17. Contingent liabilities

As at 30 June 2004, the Company has given the following unsecured corporate guarantees:

	
	RM‘000

	Corporate guarantee given to financial institutions for credit facilities granted

  to certain subsidiary companies
	33,448

	Corporate guarantee given to a financial institution for performance indemnity
  guarantee granted to a subsidiary company
	1,618

	Corporate guarantee given to certain trade creditors for credit facilities    

  granted to a subsidiary company
	1,000

	
	36,066


18. Financial instruments

As at 30 June 2004, the Group had contracted to buy the following amount under forward contracts:
	
	The Group

RM’000
	
	Average Exchange

Rate per unit of RM

	
	
	
	

	EUR
	940
	
	0.2088


All these contracts mature within six months from the balance sheet date.

The net deferred loss arising on such contracts as at 30 June 2004 of approximately RM38,000 will be recognised in the underlying transactions upon maturity.
19. Material litigation

There are 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 

2nd Quarter 

30 June 2004
	Current Year 

1st Quarter 

31 Mar 2004

	
	RM’000
	RM’000

	
	
	

	Revenue
	12,494
	13,654

	
	
	

	(Loss) / Profit from operations
	(956)
	1,027


For the three months ended 30 June 2004, the Group recorded a marginally lower revenue of RM12.49 million compared to RM13.65 million for the first quarter ended 31 March 2004. The decrease is due to slightly lower revenue contribution from sales of engineering equipment and spare parts. 
The Group recorded a loss of RM0.96 million for the quarter ended 30 June 2004 as compared to a profit of RM1.03 million in the previous quarter. The losses in the Group’s operations in the current quarter is mainly attributable to lower margin generated and higher operating expenses following the consolidation of newly acquired subsidiaries, the net profit contribution of which was negligible for the period under review. 
The net increase in administrative expenses reflects the impact of the consolidation of the new subsidiaries together with the various expenditure incurred. 
21. Review of results

The Group’s revenue of RM12.49 million for the quarter ended 30 June 2004 is higher by 27% as compared to the revenue of RM9.84 million recorded in the corresponding quarter in the preceding year. Results of the preceding year quarter were impacted by uncertainties caused by delays in the renewal of the Petronas license. This quarter’s results also reflect the impact of the acquisition completed since the end of last year and in the current quarter. 
The Group however recorded a loss before tax of RM1.87 million for the quarter ended 30 June 2004 as compared to the loss before tax of RM1.82 million in the corresponding quarter in the preceding year. The loss was mainly due to higher finance and operating costs arising from newly acquired subsidiaries. 
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 30 June 2004, there is no capital commitment incurred by the Group to any parties. 
25. Prospects for the financial year ending 31 December 2004

The Directors considers that the prospects for the year 2004 are better than 2003 despite the present challenging trading conditions expected to persist in the coming quarters. The recent acquisitions of SAAG-Embah, SAAG Drilling And Well Services Sdn Bhd (formerly known as SAAG-Ecodrill (Malaysia) Sdn. Bhd.), RR Greenhands Infrastructure (India) Ltd and Proteus Global Solutions Pty Ltd are expected to contribute and enlarge the Group’s earnings in 2004, barring any delays in project implementation and commissioning.
The management will continue to identify investments with potential to contribute substantially to the Group’s future earnings.
26. Dividend

No dividend has been proposed for the period.

BY ORDER OF THE BOARD

AJEET AHLUWALIA 

CHIEF EXECUTIVE OFFICER       
